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THE SECRLT A RY 0 D EFENSE 

WAS~llNC.TON, O.C. 2 0301 

Honorable David M. Kennedy 
Ambassador at Large 
Departmept of St~te 
Washingt on, D. c. 20520 

Dear David: 

16 FEB "'9TI 

IY~ DATI 4'/t~lo' 

I am pleased to learn from your letter of Febr . .iary 3, 19 71, that there 
is no misilliderst~nding with the Japanese Government, and that the GOJ 
intends to meet its conunitment on the $200 million. As far as I am 
concerned, we currently have an acceptable agreement on $150 million of 
the total $200 million. Each separate aspect of the package is discussed 
briefly below. 

The GOJ willingness to pay $100 r lli n in cash over a five year period 
obviously meets the requirement: of being a net financial benefit and is 
acceptable to Defense. 

The GOJ proposal for settling $50 million of the $200 million as cash for 
the purchcse of Nike and Hawk missiles ($20 m.i.Llion) and for the relocation 
of the Hachinato housing area ($30 million) does not meet the ba::. c criterion 
of being a net financial benefit to DOD. The Nike and Hawk missiles are 
valuable equipment, and their possible sale to the GOJ is considered by us 
as a separate financial transaction. The GOJ is under no obligation to 
purchase this air defense equipment if they can meet the responsibility of 
providing for the air defense of Okinawa within one year following reversi·on 
through other means. Our willingness to sell this equipment res u~ts from 
a desire to- facilitate the GOJ assumption of this defense respons~bility. 
As has been stated a number of times previo~sly, the Defense Department 
also does not conaider the relocation of existing housing assets as. repre­
senting a net financial benefit . Furthermore, we assume that &"1)' discussion 
DCM Sneider had with the Japanese on this subject was informal ar. ' did not 
repres 2 t a formal commitment by the US Government. Since we are no t re-
pa·-ed l accept this $50 million of the GOJ offer, I would recommend t 
a .-..oun d proposal be made to the GOJ wherein this $50 million would 1..1 

se ~ tled by GOJ contributions to costs arising under the Master Labor C t ract, 
including the US obligation for s~verance pay. (It should be n<;>ted 1: t the 
magnitude of the US obligation for severance pay is dependent to a gre 
c .. tent op. any reductions after reversion . ) DOD would prefer to have the 
GOJ meet this $50 million segment of the $200 million commitment in the 
labor cost area since it would be more easily adndnistered in DOD. It 
app,f1rs to us that the GOJ could justify this $50 million to the Diet on 
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the basis of increosed labor costs to t.he US as a result of reversion. 
However, if this is unacceptable to the GOJ, w2 would be prepared to accept 
this entire an:ount, or any balance of this amotmt, if required through 
(1) COJ financing of O&H costs in Jap.:m and Okinawa, e.g., utilities, etc; 
and (2) a<lcli tiom:l DOD r.::,quired focili ties maintenance, repair and improve­
ments in Japan o.r1d Okinawa, provided that it is understood that, the justifi­
cation for neither of these two items can be directly related to reversion. 
I am prepared to agree to negotiating instructions for Nr. Jurich which 
would reflect either of the above alternatives. 

I assume that thi~ remaining $50 million of the $200 million consists of 
(1) the GOJ comm:i.tment to provi<lc $40 million for facilities maintrnwnce, 
repair and impro•rement expenditures in Japan c:ind Okinawa and (2) $10 millio:1 
in savings to us by the reduction or elimination of the US share of the cost 
of administering the }laster Labor Contract. Item (1) is acceptable to us a·; 
long as it- is clc~arly understood that facilities expenditures are not neces:1arily 
new construction and that not all of the othe:i: work we do on the facilities with 
these funds will be directly related to reversion. If this is clearly unde cs tood 
by the GOJ, then what is needed now is general agreement on a simple procedure 
whereby contractf; we will undertake wi t11 varicus J apancse and Okinawan fi nri.:> 
can be presented for payment by the GO.J through <::. central authority without 
further justification for the incli viduz,l work. In this regard, , c would no:: 
desire or expect the GOJ to become involved in any way in the requirements, 
design, supervis:Lon or contract administration for the facilities work to be 
paid for by the GOJ. Whatever amount of the additional $50 rr.illion discussed 
above would evern:ually be used for maL;.cenance, repair and improvements of 
facilities in Okinawa and Japan would also be f>OV8rned by these provisions. 
My staff is prepared to discuss with your staff specific details of such an 
arra."1gement. 

With respect to :ltem (2) above relating to sa'dngs accruing to the US in 
connection with administration of the Master Labor Contract, it should be 
clearly understood that the $10 million would not be applied to any savings 
in administrative costs to the US which may result from a change in the 
administrative fee forll1ula i.mder consideration in concurrent negotiations, 
out only to that portion of the cost of administering the indirect hi.re 
system which the US will be obligated to pay under any revised formula. 
It should also be noted that the estimated $10 million is based on the 
assumption of a relatively stable labor force. Therefore> if the sum of 
$10 million cann0t be reached due to a reduced .lab or force, the difference 
should be financr;d by the GOJ through payment of other DOD cos ts arising 
under the Master Lab or Contract, or O&H type cos ts or DOD required facilities 
maintenance, repair and improvements in Japan and Okinawa. On this b<:sis, 
DOD would agree to incl us ion of this i tern. 



INTERNATIONAL SECURITY AFFAIRS 

In reply refe.r to: 
1-20660/71 

'~~·~--~ 
MEMORANDUM FOR THE SECRE':'ARY OF DEFENSE 

SUBJECT: Letter From Ambassador Kennedy on Okil1awa Reversion 
Financial Negotiations 

A proposed letter from you to Ambassador '°{ennedy, replying to 
his letter of February 3, 1971, i.3 ~v~acheci. for your signature. 

I as well as the PDASD/Comptroller (N..:,·. Brazier), PDASD/I&L 
(Mr. Gibson), and ASD/M&RA (:v.::::·. Ke~~YJ recorilmend signature. 

. ' . .-.. ~ _ _:..:.~· .. ~ .... ,; .:.:-:-·-~1 _· .. -..... ~.1 .. ,._~· ... ::;J.-~:LY. 

D.-\. :,.~·,.:~_;:::~-~ .. ·~:~~;:. :C~·-~: iJ"'-il ~.~GJ .10 
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MEMORANDUjv1 FOR SECRET.;:i.RIES OF THE MILITARY DEPARTMENTS 
C ~IRYu· N, JOINT CHIEFS OF STAFF 

SUBJ;ECT: Japanese Assum.ption 0£ Defense Responsibility for Okinawa (U) 

REFERENCES: (a) JCSM 522-70, clatecl November 12, 1970 
(b) Joint Sta __ / Defense Message 110102, DT ~- :01840 Julr 

1970 
(c) JCSM 297-70, ::t tcd June 18, 1970 

In the Chairman's memorandum to me of November 12, 1970, reference 
{a), he .forwarded a plan for 1·:.:a.nsferring to the GOJ certain eas o:f 
U. S. military facilities on 0 L wa 1. order to permit the GOJ to a5sum·~ 
responsibility for the defense of Ok :i.wa after reversion. 

Afte . carefully reviewing his plan and recommendations, I have decided 
that .~c U . S. r-iilitary controlled land and :fo.cilities, as specifically 
described in the enclosures 3 through 5 t.o this inemorandum, are appro\ ed 
fo1· release to he GOJ at the tin1."' of or follvwing reversion. The areas 
specifically im·olvcd are: White Beach, Naha Wheel, and Naha Air Base . 
The White Bea . .::h area only involves th rel( ase of land . The Naha Wheel 
area was previously approved for negotiations for release to the GOJ by 
reference (b), based upon the negligible cos ts and other insignificant 
impact involve<l as stated in reference (c) . Should a decision be made to 
return the Army's 173rd Airborne Brigade to Okinawa, it is recognized 
that additional facilities may be required, in part, because of the release 
of the Naha Wheel area. These facility requirements will be addre " ed 
as a separate s:ubject should a recommendation to return the Brig to 
Okinawa be forwarded for approval. The approved release of 1 1e_ wo 
areaF is as recommended by reference (a) and is depicted in c c.k cs 
4 and 5. While preliminary estimates prior to decisions on ba:>.e ,: .... ign­
ments and reductions in December 1970 indicated that there m "ght r. e 
been a possibility of releasing permanent community suppor t :a.ci: . ·c s 
(dormito-ries, BOQ 1s, etc . ) at Naha Air Base to the GOJ, I have new deter ­
mined that this cannot be done since all such facilities are rcquirea for the 
~pport of U.S. forces on Okinawa. Detailed information on the facilities 
-t N<.i.ba Air Base required by the U.S. forces, approved for release to 
tl1c C OJ and to be jointly used, is included at enclosure 2 and 3 . 

OA r "-.. p '"' '!'"'"' '~Jf':\"'IAL 
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- - .... • ........ •: -t')·r· ·~ ~ .. 0 
• .'• .. _~ '._ • .?-.1 i·. ~...:. ....... ' 

· . .: :. : : .;.' :.!.Y l 
•T" _,....,.) 10 ~ 

i Di::. ~-·-.:'~L . ·'·' .... .t .; .. v - ! 
---------··-· .. ---·--· ~· 

l::·~ ... :.. .. ; 

. . 



JONFIDENIIAl 
2 

In addition, the following guidance - along with the more detailed policy 
guidance on property attached as enclosure 1 - will be observed in nego­
tiating the rcleaf' e of the land and .facilities w:th the GOJ and in regard to 
maintenance of t11e land and facilities until released to the GOJ: 

1. The Serv::.ce currently responsible for maintaining the facilities 
to be released WJ.11 continue to do so accordin5 to current standards 
until formal transfer is made to the GOJ. Our negotiating position with 
the GOJ is that tl."ansfer should be effected as quickly as possible after 
reversion to keeo U.S. maintenance costs to :i minimum. Where a 
particular Servi,:e intends to vacate the fa ·ilities considerably before 
reversion, our r. egotiators should seek GOJ financial compensation for 
U:. S. costs incurred during the period .etwce;:'l cessation of use by U. S . 
units and formal transfer to the GOJ, if at all possible. 

2. As regards Naha Air Base, the U. s. negotiating position is· that 
the GOJ should assume operation of the Air Base, with the residual 
Navy units a.s tenants, as soon after reversion as possible under an appro-

'-...-- priate joint use <•nd cost sharing arrangement . Furthermore , we are 
prepared to shift the Navy section of the fligh·~ line area as described in 
enclosure 2 should the GOJ request a dditional space for civilian airline 
operations. Aut.nority to propose either the Navy ' s alternative 1 or 
final fall back position to the GOJ should be requested of Washington if 
this is required. Also , we are prepared to release an area shown under 
Air Force control on enclosure 3G in the vici.o.ity of Arnold Dri:ve should 
this land and qucnset type buildings be needed by the GOJ. 

In the Chair1nan' s m.emorandum and its attached plan, a num.ber of 
references were made to required relocations of facilities on Okinawa 
and the need for the GOJ to fund thes e relocations . This is a comple 
subject involving other reversion negotiations with the GOJ; the follo· i.g 
statement of my position should clarify the i-natter. · 

Although negotia'!:ions on the econo1nic/£inancial aspects of reversion 
continue with the GOJ, it is my understanding that the GOJ has agreea to 
compensate the U.S. for the residual value of U.S. military facilities on 
Oki'Aav ..... by providil1g, over five years, $200 million in agreed goods and 
servic l.!s . Consequen.tly, the goods and services received from the GOJ 
undc:r ~his agreement inust be such as to rcp1·esent a net financial benefit 
to DoD and thus, in tu:r.n, to the USG. This, in."cffect, means that the 
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agreed goods ar.d services will be used to offset DoD buqget costs. The 
basic criterion of acceptability will, therefo··e, be whether or not we 
would have pure hascd the goods or sc rvices with appropriated funds. 
Fu1·thcrrnorc, it should be noted that the payment period for the GOJ is 
the five: years following reversion, and, the1efore, no goods or services 
will be av<}.ilable until FY 73. In addition, it is intended that Congres ­
sional authorization be obta ".n d for all milit<Lry construction 'projects to 
be financed by the GOJ. Accordingly, requi::emcnts for new military 
construction on Okinawa, whether or not the:;e result directly from rever ­
sion, should be processed, reviewed and submitted by the Services as 
part of their no ~mal FY 73 military construction. program. For FY 73 
and later, the decision a s to the method of fo.nding of approved projects ­
appropriated £w1ds or as GOJ provided compensation- will be made in 
accordance with the terms of the final agree·nent with the GOJ. 

Enclosure 

.. 
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DoD •1cg.:>'tiaLin;; i;·c:atic-n fo::: incili.tics at ;;:c:ha Air Bi:~se, No.ha lfoeel /\:re.a) 
and White. Beac1! ~ Ol~bawa >-- t-;, b~ used by U. S . Forces and JSDF Forces after 
O!dnawa Reversio11. 

Enclosure l 

Enclosure 3 

3:\ 

3.B 

3C 

Policy Guir.iHncc on Pro:p~rty 

Nzivy r . "' Air t~1sc Fliz;l· .. I.int~ FacHitic~ Fall B.:i~k Positio~1~< 

Explancition 

Naha Air :P.asa 

Naha Air Iiasc Current Land Use 

Air Force - Naha Air Base Current Use Facility List (Also 
Color Coded to Sho\·1 Use of Facilities after Reversion Keyed 
to Enclosu'l'.'e 3G) 

3D Arny - 'N'.'!L ... Air Hr.sc Ct.:rr.ent Use Facility List (Sm.~c I.:i. ~t 

/.ppl:ic::. f.:n. /, i Use c.f: F4lci.l"i.tfos afl:cr Re:vc1;:;ic .. • I-:cy . .:;.:~ t,; 
E1v~lC!St'L"e 3G) 

3E Navy - Naha Ai.r Eas·~ Current Use Fc.:.ciJ.ity List 

3F Navy - Naha Air Base - List of Faciliti~s to be Retained by 
Navy after Revc.rsion (K~yed to Enclosure 3G) 

3G Color Coded Site Plan for Nuhe Air Be.se Use after Rcv~rsion 

3ll Nah-?. Ah' r.~s.;: 

CJn Enc lo;;ir"i:e 
Apnro:~imD-tc I.2.ncl Use after Rcvc-.rsi.o:~ P,a.scd . -· 

3G Plea 

3I Color CcJetl Sitt.: 'Plc:n for l'T<lha Ai:r: Base bdica ':. 
Alternative l ra~l ~~~k Position on Flizl1t Lini ~il ~ 

Iss· 0 ~·it~' Cr:- 1 c= ~ , Tis t. of. }!'.<:.i; i l:i.t.i.es to be R:. ... -:_r,y• by :·:i.-.ry 
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Encl'osurc 3J 

Enclosure l~ 

l~A 

4B 

Enclosure 5 

SA 

SB 

•. .· 
El~CLOS ... lo : IKD 

Color Co~_d Ss · Plci~ fc::: ~' ha Ai :Sc::;:( Tndicc>t.1.n0 ~~'lVY 

Alternativt) 2 (Least Desirt!d) Fall BQ.ck Position on Flight 
Line FaGility Issue 

Nana Wheel Area 

List of Facili tics to ba n.elc<tScd to the JSDF at· Army 
Con.trollccl ifa11.7. t·7i1c.;l Ar,.,.~ 

Site Plan of Nah.a Wheel krea 

White Beach A::c< 

List of Naw:.l F~cili~ies at t-niite Beach 

Site of White Beach Annotating Area to be Released to JSDF 

0 
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ASSISTANT SECRETARY OF DEFENSE 

WASHINGTON, D. C. 2C;s01 
. ..,, \ 

In reply refer to: 

INTERNATIONAL SECURITY AFFAIRS I-22180/71 

Ir ·-· . 

MEMORANDUM FOR THE SECRETARY OF DEFENSE 

SUBJECT: Japanese Assumption of Defense Responsibility for 
Okinawa (U) 

In the November, 1969 Joint C ommunique issued by President 
Nixon and Prime Minister Sato, Japan agreed to assume grad­
ually responsibility for the immediate defense of Okinawa after 
reversion. On November 12, 1969, the JCS submitted their 
recommendations to you on the US military land and facilities 
on Okinawa which could be released to the GOJ to facilitate its 
assumption of this defense responsibility. 

The attached memorandum to the Service Secretaries and the 
Chai rman, JCS, and its extensive enclosures, replies to the 
JCSM and provides other guidance on this subject. 

I and the ASD/I&L (Mr . Gibson) recommend signature. 

Ol~LI~~ 
~ 

'. 
, :.LY 

SPEC!f.Ti '(" : H:.S ~.t:.EN 
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