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ACTIONv- v_'_^._"_''.v.

To: The Chain;;an, u,,uer Secretaries Co;r__fittee

From' Franklin 14ayd:_'_II" .....• ,.., ,a;,,s, _,,e President's Personal
Representative for Kicrohesian Status Ne_oti -:'u_,o,,S_ DF-_CL_gSSIF,_.D_RELEASEDOF

Subject: F:uture Financial Aid to :_icroi;esia v,_oibNS'_b#F]io,s23_ a_
,, HARRY DELAJH;:iUiI, CHIE

AcT_0_R_:QU_.S__u ._P.Nn_h/."_BRANC;_IOF SECUP._Y, DO

• (_t_o, ,_.y to discuss with the
Joint Status Committee of ;:he ..... ,,_-"___&_G-._';_.,_o__. __o;,b__ss of _licror, esia during _-"
meetings in July a possible level of future financial support
to Micror, esia to be provided by ._i;e U.S. once agreement on " ;_":":."'.
an association between ,.,,_,o_,_sia ano the U.S. has been
reached and _he UNTrusteeship _,,,,,,_ed

2..The proposed level of support would fall somewhere in
_.iie range from $25 miiiior, to $50 miRlion annually depending
on (I) the closeness of t,,e associ ....:--<._,_,, and (2) ti_e price
tha_ will have to be pai_ to satisfy b,:,sic. U.S. security
interests. Determination of the precise level ;.zouio require ..
detailed study witi;in the Execuzive _ranch and ciose con- ..,
sultations with the Congress.- "

3 "Y'f"" • "'_ " :" "'- llt_JU I_ I _ bl'l_i •• l,ic form of U S. assis_a;-,ce w'_, ,,_v_ to be ........ _...... :
i:1:could consist or" an anhua, lump su_ pay,_;ent, or it could
be broken down into some or all of the i"ollowlhg categories: :"
budget support, a ,aa_cn,ng deve]op_;_ent fur, d, provision of
U.S. programs and services and ]and rencals.

I
4. The use of-such a range o, - _" ."pro_,os_ support in dis- " I

Icussions witl_ the Micronesians would ,)e suuject tO the
fol 1owir;g -assunO_i-ons and-c,b-ali fi ca-zlo,;s :-

, Y...-.Li.,
a The Ma;^ianas have been exci:''• boo(, Fro_;, (:he ca] ct_l a_',ons

because of tileir (,uc,s,on go seek a closer, pe1_,_i,e,,_
associationwith _i.eUni_e_StaCes.

b. The Micronesians w.i] move _,v_,,_ a si_r,pler, less ....
.costly governn;en_ once the Tr_,steeship is terminated. "..

u.s.f nanc a oeco,.ti.  onon rio- Oq
z,green;en_guar_h:.c_ .,._ c:;a_ u.S. iore_,, _,,_,rs,

, u _:igS i:o
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Such assistance would be , " :- __u,)_c_ to periodic review. •
a

" d Any U.S proposal for -- ....... ,• . ,_u_;e finonc_al suppor_ at
any level would be subject to Congressional review
and approval.

- , . °

"I II I" _ _ I . 5" The Znteragency Group support;ng the. Micronesian Sta&us .
_ Negotiations concurs in the sense of this request, but t;_ere ..

*

L .has no_ been agreement as to t};e prec;se range of financiai
..... " support ti_e U.S. should co;-|te;._2]ate. Working level suggestions

-_.from IAS .... ' "",l,e,,,)e,-s range froi_} $15 - ,,_u":-;,n]lioi;" k'JCS) to $25
: .$40 mi;_ion (State). }ly o;,;n judgi,,e_,t is ti;at the $25 - $50 •
_ > million range noted abnve would,oroviue i,,e with the flexibility

" ! I need in case it shoul "Jseem usefu; to discuss a pa;'ticular "
}. figure withir, this range with =he V,icronesians.

: (_E_CVASSIF,('ED/_.RELEASED'ON •

" : VI_ION_' (:)F"E::O. 1235G BY ' - .-

. : H/-,RRYDELASHMUTT,CHIEF Disapproved.... " BRANGHOF SECUPOTY,.I_OI

:. i. SIGN ..

• ' A. General .

" I. My current negotiating instructions.do _ot set forth . "
'-:-::...:I any fir.ancial guidelines Ti'e NSC-USC 0p_ions Paper of.1._ .1_,.:'| .

March 31, 1971, however, assu_,;ed a. U.S. comi:iiti_lent for
:-:. . general support of a future go,/erni;,e;-,t of Kicronesia and

payment for land usage to sa'cisfy hfinl;num U.S.. military
requirements. Moreover, my inst'ruczions di,-ect me to
"build up vested Microneslan inzereszs" in a close as-

' sociation through 1he provision of U.S. programs and
services.

2. it i_as been the U.S. posltio_; up to now tl_at, •
• : Before discussing specific ieve_s of st;,)por'c, the USG

must learn i,;ore about '_ - u(llnk ci_eir;v,,a_ ti_e MicroT,esians _' "
financial needs to be and their pia,'_s for disbursing and

i account, hg for whatever funds may be cv,_ilable. Ti_e
{ _a__cltor.,qs__an:S_ta_t_us_De]_gc,cLon _r,_S_e,_u :e_uc_.n__ _o oe ....
:' specific, preferring _cot_,k n ten,;s OT ti_e overall level
. of support, it may be necessary _t t;;e next session, in
i order to avoid an impasse on this i ss_;eand/or to impress

the ,qlcro,-,esians witi; economic rea_i_:ies, to cite, for
, .... " ......... _ "evel of suppor_•il]ustrac_vepurposes only, a b_,,_._,
• which zhe U.S. is cor,si",,,:......,nu.'

2
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,,. * • " :,'%,:;.' a,,,
'_ = " HARRY "Z,:..z_;J_i;';1UTT.; CHIEF

- ':'- .......... BRANCHOF _SECURITY,DOI

';.::..:;_i B, Rationale for Financial Assistance to :';,.:-,;r, esia

:.:T:"_ l In a post-trus' -,_'- " _- - - • '• _e_,,_p association '• tn.e United S,.aCeo
..... ' wil_ feel a continuing.responsibi.lity _o help these island :

peopl • -" ":,-_.... " .'- -" -_'-_,e wo_ _,,_,,,_e,vesou_ o, _h_.r ]ong.period of dependen_ ,'- .
tutelage tow_:i_da greater self-sufficiency. -.

":"'_::" 2. Continued economic assistance will tie ,_licronesia
,' more closely to the U.S and can be ,ub_roeG as a quid pro
; quo for tile protectior, of U.S. inte;'ests in foreign affairs

...._ _nd defense as guaranteed by a Co,,;pacZ of Association.

:., _, Why this particular ranqe o,:..'..ssistance?

./iy I. There are two conflicting considerations, it is '
desirable to keep the suppor_ furnisi;ed by the United States ..

-; at a reasonable level. For purposes of negotiation, it would "'
: be wise to start with a low figure._ On the o__,Jer hand, ti_e .. .

-.-." :..Z initial figure must not be so low as to con;p, etely alienate . :',

" "i the Micror_esians and to cause a severe setback in the nego- ,'_• t iations.

.:1 2._--The Department of interior's current budget for the ,
-i -] TTPi is $60 million annually and estir, ates for beyond FY 73,

assuming a continuation of zhe. Trusteesnip,.run to. $70.million. . '.- •
: in addition, U.S. programs and services funded by oti_er (lepart- '
] ments co_,;e to about $15 million a year. Exclusion of ti_e •

-;c-,-_':::_::.ii Mariana islands District from "ci_ese calculations would allow:. .... ,

for rougi_iy a one-sixth reduction of current expenditures.

3. Taking into account ti_e currG;'_ budget and the request;
of ti_e Micronesians, presented at Koror, for $100 million

:_ annually, it is my judgi;;ent _'.... "" .._,_ any o,'Ter under $25 million
i: would so shock Micro_,esian expectations that it would be
i coun{erproductive.

4-An offer at the l o;.,er end of the range i have proposed

:" ",] will involve considerable ;'eduction in the l)resent level of ..
_..i support• Nevertheless, a low figure may well be used to

.; advantage. Ti_e Micronesici;s i_ave yet to face up to the
"''_, _eauous re, ationship with ti_epossib'_ i_y ti_at a loose oi.... ' '

U_.ri¢ed-SLates. could _;e.ana lower s:La;--.(:-ardof- ]-i-v_ng- for -
i:hem than ti_ey-i_ave been accusto_;ed t_ over ti,e pas_ few

_, Years. In order to strengti;en the U.S. ;)a;'5-_ining position,

' i_ may be advisable to make that .poir, t, wi;ici_ can best be ,.,:
do,_e by citing an ii]dst;'a_ive fi5dre. S,_ci_a figure can ,.

.. _.. be .... " "" "'"" : r,_lo,_,ized by drawling o_=pasz ,,,;croF, esian statements
.... .: criticizing the U.S. for creaZing ah artificial econonv by

: subsidizir,5 evcry fac_ of ;4icro,;esla,; life.

, 3
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: 5. Our basic offer can be raised in return For.agree-
men_ illareas of vital inh)ortanceto the U.S., as suggested
by theU S position "'_.... ' ...... ' _,,;• . _,,a_ t;;e nature ...._, closeness of .....

, future association will deter, a;in'e in ":arge i;;easure the level
and continui&y of U.S _- .... "- -'• ,,,,,_,cl,.1assistance. Jr,e upper end
of the proposed range approaci_esthe preser,t level of.support

;/";"'- when the funds for the ,_iarlanas and salaries of expensive
expatriate employees are su'_r:c_em.

6. In essence the $25. to $50 "'", ,,n.lion range gives ti;e.
.:. -._=.:-: --leeway required to open the financial negotiations if it

becomes necessary to speak _ilus_,:_.ve_y. to overa, l levels
,.-. in July, ,. :_

" D. Proposed Tactics for July Meeting

. 1 . The U.S. will. coLi;,er,t further on the Micronesian _" '__. -r__'<_

• proposal put. forward in April caii_r,g for at, annual sum of _>-_\o= m
:;_00 raill]on for econondc assistance, 6enial payments,

.. ,.. _ _:.Z ib'."_defense access, and ";and rental. We ;,_v_ already stated . _,
.. _ that we are far apart as _coti_e categories and the amount m o:_

% 0 r'-",':L_'X_m

: requested ahd intend in July to "reject the suggestion that _"_ m_ mm_
. tl_e U_S. pay separate and distinc_ su;.:s for denim and _ _._. i

" " _ c_:'°c:" m

. . ... access; _ c z

• 2. The U.S. Iviil again press for _,,,o,,,,_,t_on from _<.--"_ m_Micronesians about their future needs andrevenues the c_
. :.. '._ .'. .

--_...:i., kinds 0". U.S. services and programs tr.ey would like to "_ _ .w _ o,
: see continued, the kinds of fiscal a;_d budgetary insti- -_n ,
: tutions they envisage, the distribution of external incoh;o
: between the various levels of" interna, government, and _he

procedures they will adopt to ensure accountability for
.. future funds provided by the U.S. We v,i ll underline the

fac.t that further d_scussion of tills subject requires a.!
detai Ied contri buti on fro;;; ti_e Micror, es i ans.

3. if it is considere_ necessary and appropriate, the
.i U.S. would use the proposed range of support ($25 - $50

• .. million) for illustrative p_rposes o,..y.

4. Finally, ti_e U.S. wi,l again propose a joint
;,iic_ones,,_n-_:;.,.r_con study o,: the eco;"_,or,Jicand financial

_,_ _r,_ _,,a_ zhe finalimplications of a change _n _"........ - :
I provisions of ti;e Cox,pact ir, c_udlnO a_;;ounts will_ have

_,'/,,,_ t_leoutco_',eof such & s'c_._:.,'.

•.: .:...... _C_ LL_L_._C,"., c._'_"


