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Mr. Chairman and members of the Senate Committee on Interior
and Insular Affairs.

September 12, 1974

I am Haydn Williams, the President's Personal Repre-
sentative for the Micronesian Status Negotiations. With me i
this morning is the U.S. Deputy Representative, James M. Wilson, ’
Jr., Vice Admiral Harry Train, Director of the Joint Staff,and ,
Fred Radewagen, Acting Director, Office of Territorial Affairs, j
Department of the Interior, and various members of the Office for i
Micronesian Status Negotiations.

We are pleased to have this opportunity to appear before you
this morning to review the progress that has been made in the
negotiations to date, to identify certain remaining issues and
to seek your counsel as we move into what we hope will be the
flnal stages of our negotiations with the Congress of Microne- a
sia's Joint Committee on Future Status and the Marianas District's |

Political Status Commission.

I. Introduction

!
Micronesia, formally known as the Trust Territory of the

Pac1f1c Islands, is located north of the equator and between the

awaiian Islands in the east and the Philippines in the west. It

“is made up of over 2,100 islands spread over three million square

iles of water with a total land mass of less than 750 square

iles, considerably smaller than Rhode Island. Micronesia embraces

‘three major island groupings: the Marshalls, the Carolines and

‘the Marianas (except for Guam which is a U.S. Territory). It has

jaccording to the 1973 census 115,000 people with Truk being the

ost populous district and Yap the smallest. The peoples of the

Trust Territory vary greatly in history and culture and speak

=nine separate and distinct languages. The peoples have never
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een politically unified. They have been administered first by
the Spanish, then the CGermans and finally the Japanese from 1914
until they were taken by invading U.S. forces during World War II.
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Following the war the United States voluntarily offered to
place Micronesia under a United Nations trusteeship but in view
of their critical location astride the central part of the Western
Pacific asked that the United Nations designate the area as a
strategic trusteeship under Article 83 of the U.N. Charter. The
U.N. Security Ccuncil unanimously apprcved this request, thereby
permitting the United 'States to use the islands for defense and
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security purposes. In July 1947 both Houses of the Congress
approved the Trusteeship Agreement by joint resolution. Con-
gressional concern at the time was that United States strategic
needs not be compromised by the Trusteeship Agreement. Final
approval by the Congress was given only after the Secretaries
of State, War and havy and represen tat*ves of the Military
Services had given their assurances that United States stra-
tegic interests in the Pacific would be safeguarded under the
terms of the agreement.

Micronesia was the eleventh and last territory to be placed
under the United Nations' Trusteeship system and the only one
designated as & strategic trust. The eleven territories vere
all former mancated areas undar the Lea"ue of Nations. To date
nine of the eleven have either becom *Ldepercen* or have beccme
a part of an irdependent nation. ”he tenth, Papua-Hew Guinea
is scheduled tc become independent soon—-probably sometime next
spring. lMicronesie will then become the last Trusteeship and
the United States will be the last adwministering authority.

Under the Trusteeship Ag

reement the United States has both
rights and obligetions. As a str

ategic trust the territory may

be closed for security reasons. The United Stares may alsc deny
access to the area to others and may use Micrcnesian territory
for fortifications andé for other m111tarv purpeses. Finzlly
these rights and other provisions of the acg greement granting to
the United States sole administrative 1esoors*tilit§ fcr Micro-
nesia may not be emended or terminated without the conmsent of
the United States.

Along with these rights the United States hns elso clear
obligations to the peories of the Trust Territory under Article 6
of the Trtheechip Agreement. These obllgatlons are to foster
the development of such politicel institutions as ere suited to
the Trust Territory, to promote sociel zdvancement and econonic
development, to protect the p°Cﬂle against the loss of their
lands and their rescurces, to afford them diplomatic and consular
pretection, and finally to promote the céevelopment of the inhabi-
tants toward self-government or independence &s may be “UDIOTTLTtG
to the particular circumstances of the Trust Territory end its
peoples and the freely expressed wishes of the peoples concerned.

In fulfilling these social, econcmic and political goals and
obligations, the U.S. Congress has approved progressively higher
budgets to cover the cos of Micronesian development and govern-
ment services and programs. 4 large percentasc of this budget
has gone for education and human resource development. As a
result today more and more highly educated and talented Micro-
nesians are assuming important leadership positions in govern-
ment and in Micronesia's private sector. Educational advances,
however, have not been matched by equal progress toward ecccnomic
self-sufficiency. -Micronesia continues to remain largely depen-
dcnt on cztc*nal financial assistance.
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Plans covering the remaining years of the Trusteeship Agree-
ment call for strengthening Micronesia's basic physical infra-
structure, i.e., harbors, rocads and airports, the provision of
new inter-island shipping, and improved public utilities services,
and the granting of priority attention to the development of
local agriculture, fisheries and other self-help type projects.
The completion of this accelerated program should provide Micro-
nesia with an edeqguate base for meving toward greater economic
self-sulficiency in the years ahezd. In the area of political
development, the people continue to gain in the experience and
lessons of self-government at the local, district and territory-
wide level. With the encouragement and financial support of the
United States Government the next step in this evolutionary pro-
cess will be thke convening of a constitutional convention mext
year to draft for popular approval Micronesia's first constitu-
tion.

In the further fulfillment of its cbligations under the
Trusteeship Agreement, the United States since 196S has been
working with the Congress of Micronesia toward resclving Micro-
nesia's future political status. 1In 1972 these negotiations
were widened to include separate talks with the Marianas Politi-
cal Status Commission since it had become cleasr to all that the
Marianas wanted a f
Carolines and Marshal
cver the past year toward the statsd furure peliticel status
objective of the Micronesians, namely Free Association end the
Marienas desire for Commonwealth. It is conceivable that these
two sets of negotiations can be concluded by the end of this
calendear yeer.

ls. Substantive progress has been made

IT. Basic U.£. Mational Interests and Negotiating Qbjiectives

in Micronesia, many of which are releted to 1

The United States has a number of basic nation
a r

foreign policy end security cbjectives in Asiz and th
P .h'
c

a
early

<
region as a whcle. These fundamental intere ile cles
onomic interests

inter-related may be divided into political and e
and military strategic interests.

A, Pcliticel Interects

[

is interested in meintaining political

The United States :
cific. It does not wish to see Micronesia
tens

stability in the Pa
become an area of 1
heated competition. Broader American foreign policy interests
necessitate the avoidance of Micronesia becoming the source of
any misunderstandings or conflicts with other members of the .
Pacific community. On the other hand the United States certainly
does not wish to sce Micronesia fall under the political domina-

tion of any foreign state. To the contrary it is in the United
States interest to maintai? a kighs levely of on%fructlve influence
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in the area in order to promote and maintain .the kind of
political stability that will be of benefit to all.

It is ir the interest of the United States to maintain
and strengthen the amicable relations it has established with
the peoples of Micronesia over the past thirty years. Friend-
ship between Micronesia and the United States is impocrtant to

both. It is also in the common interest of the United States

and the peoples of Micronesia that Micronesia have friendly and
cooperative relations with its neighbors in the Pacific.

Furtherrmore- the United States should continue to be con-
cerned for the general welfare and progress of the peornles of
Micronesia quite apart frem our own naticnal interests. To this
end the United States should be dedicated to the full and prompt
satisfaction of the formel obligations which it has assumed under
the terms of the Trusteeship Agreement.

Finally in terms of world opinion it is in the United
States interest not to be tagged 'the last colonial pover in the

world'". So long as basic Americean interests are protected the
United States should move expeditiously toward an early termine
Iy W

)]

tion of the Trusteeship Agreement, and in the meantime it sheouvld
take all the necessary steps to accelerate Micronesian progress
toward full internal self-government and economic self-sufficiecncy

B. Economic Interests

The United States does not have any significant economic
intercst of its cwn in Micronesiz and it has not attempted to
c .

= Q ) ~
exploit Micronesia the way the Japanese did in the years between
S

World Wars I and II. 1In fact Micronesia has been =& financial
burden to the United States since 1945 and will continue to ke
so for the foreseeable future

This does not mean however, that the United Stztes has 1o
concern with Micronesia's economy and economic future. Tre United
States intends to sssist Micronesia in its efforts to attein
greater economic self-sufficiency so that it is less dependent on
external aid. 1In this respect, the United States stands reacy to
assist Micronesia to develop end protect its ocean vasources It
enccurages Micronesia to protect through its own laws its most
valueble naturel resource, land. from alienation. Finally, while
the United Stetzs has opened Micronesia to foreign investment and
trade it is not in the United States or Micronesian interest to
sce the Micreonesian economy completely fall under the domination

of any country.

C. Military Interests

The security of the United States interests 3in Asia depends
in large -part on the ability of the United States to maintain its
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influence in the Pacific Ocean area. This influence in a
strategic and tactical sense will be required as long as

U.S. military Zorces must be moved through, under and over
the area, to coperate within the area itself, and for however
long it is necessary to deny to any potential enemy positions
in the central and western Pacific from which attacks of any
kind may be launched egainst the United Stetes, its posses-
sicns or its allies. The United States base system in the
Pacific is an amalgam of key locatiocns providing a ready
United States presence which enhences deterrence to aggres-
sion and facilitates exploitaticn of the mobile capability

cof U.S. forces to reinforce allies rapidly if deterrence fails.

Micronesia's strategic importance has long been recog-
nized. Its value m171““*1iv was nct overlooked by the Japanese.
Later on its strategic SLganlcance to the maintenence of peace
in the Pacific was acknowledged by the United Nations' Security
Council. 1Its strategic importance has not been lessened with
the passege of time. It is clear that its Strategic value will
not end with the termination of the Trusteeship Agreement.

The azrea provides a number of positions or potential
locations of military value for United States forward cep‘oved
fTorces as well zs sites for logistical, communications and sea
end air transport facilities The erea is ealso a zone of tremnsit,
the continued control of which is basic to the fulfillment of
United States Asien end Pacific security commitments. The area's
impcrtance has aiso been ernhancec ty recent developments in mili-
tary missilery znc¢ space technology. The isolated location of
some of the islende and other conditions make them ideal sites
for weapong and other testing programs, for space launch, recovery,
telemetry, under water surveillence experimentation anc for other
scientific and technical testing progrems c¢f a militeary and nen-
militery nature

The prc=ent end future military access to Micronesia is
fundamental to the United States sccurity interests in the
PaoiF4c. It ic conceivable that growing Dolitical pressures
against U.S. bases and the rising ccats of maintaining bases
in scme countries in Asia may result in score additicnal lLimi-
taticns and restrictions on forward deployed U.S. forces and
in some cases may be the cause of & withdrawal of some forces
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from bases in Korea, Japan, Okinawa, Thailand and the Philip-
pines. In such circumstances the ability of the United
States to redeploy scme of its essential first line forces
into Micronesia would enable it to maintain its presence on
the western edge of the Pacific without falling all the way
back to Hewaii and the continental United States (with the
exception of those forces that would be maintained on Cueam) .

The probable future location cf United States forces
in the Northern Marianas in addition to being more csecure
from a political point of view since the bases would be on
sovereign United States territory, would also be advantegeous
to the U.S. treasury from a balance of payments point-of-viev.
Furthermore the large capital investments required tc build
military facilities would be far more secure in the MNorthern
Marianas than they would be if they were built on any foreign
territory. The same would be true to a somewhat lesser ewtent
if bases were to be constructed in the Carolines and Marshalls
assuming that these islands will remein in close political

associaticn with the United Stetes and that the United States
] ilit
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will uncder its defense pcowers have the freecdem and flexwibili

provided for in the agreed draft Compact of Free Association
between Micronesia anc the United States.

Access alone is not enough hovever. The United States
is also interested in denying the area to the military forces
of eany third country. American security would not be served by
opening Micronesie to the military forces of others for refveling

operations, ccrumunications services, supplyv bases or any ot

3
kind of military activity. The presence of hostile or poten-
tiglly hostile militaery forces in the mid-Tncific could meazi-re-
atly arffect the belance of military power ecific, the
receployment of U.S. military forces r rte of the
world to the Pecific, the defense of Cuar ii ancd U.S.
possessions in the Pacific and a reapnpr ious security
arrangements in the western and scuthwes ¢ Qceean Chrer -
all the current equilibrium in the Paci e upset and the
danger of an ircreased arms race and a sible confrontaticn
would ensue

D. HNegoticting Objectives

For all of those reasons denial of the area to the land,
eir and sca forces of any third country has been a fundamental
ncgotiating objective of the United States and the arrangements
thus far workec out fully protects United States interests in
this regard. The United States negotiating objectives to dute
have also taken into consideration all of the above mentioned
interests of a politico-militeary nature. In brief, the Unite
States 1s sceking a status scEtLement for both the Mallan§ﬁ133§1;}
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Micronesia which ﬁQOtécécrhndueJLVti Esfential U.S. interests and
-requirements, which meets legitimate Micronesian aspirations and

rights, and which satisfies United.States international obligations
and our commitment to the United Nations.

III. Progress in Negotiations with the Marianas

A. Background

Since December, 1972, the United States has been en gaged
in a series of negotiations with representatives of the Marianas
District of the Trust T;rr‘tcvy aimsd, at their request, dt
bringing that district into a2 close and permarent relationship
with the United States. For over twenty years the peOﬁle of the
Northern Marianas have been asking to be come part of the American
political femily like their neighbors in Guam, with whom they are
tied ethnically, culturally and geogrea ph;call,.

When the Congress of Micronesia in 1971 rejected a United

States offer of commonwealth status for all of the Trust Territory,

the Marianas ror”O'ly esked for separate negotiations to establish

a relationship muth closer than that apparentlv desired by the
leadership of the Congress of Micronesia. Lfter careful consicer-
ation the United States agreed on the chlS that it ws

important to observe the right of self- e

J

people of the Meriznas than it was to 1“5 st
with the other districts against their will.

The several peoples of the TTPI until recently have hed
little in IO Lotwithetanding this historical lack of unity
the Unite d Stetes hed tried since the beginming of the trustee-
ship to keep the districts together, but the repeated and insis-
tent voice of the larianas over the vears and the clear desire
of a large majority of its people to have & different ferm of
political relaticnship with the U.S. from theat of the other
districts finally necessitated an exception tc the policy of
seeking a single political stetus solution for all of Micreonesia

The mest recent series of negotiaztions--the fourth formal
session with the Marianas District--was completed the end of last
May, and technical level discussions have been going on since
then. At the same time lawvers con both cides have beer meeting
to draft the terms of an instrument reflecting the major substan-
tive points of agreement reached to date. Vhen finally approved
this agreement would bring the Lanas District under U.S. sover-
eignty and esteblish it as a C 1th of the United Stetes
onnce the Trusteeship is termin

i
4

B. Principal Elements of the Acreement

The prlncﬁyal elements of the agreement now being incorpor-

ated into a draft instrument are set out in the Joint ComﬁLn~OLc
deted lay 31, 1974, copies of which were made available earlier
to this Committee. The text is attached to this statement. It

has been thus far agreed that if the people of *the Marianas and
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the U.S. Congress approve the Northern Marianas will become
fully self-governing in internal affairs, with its own con-
stitution, its own freely elected chief executive and legisla-
ture and its own courts in addition to a federal court. When
the trusteeship ends (this must be done for all the districts
of the Trust Territory simultaneously) the Northern Marienas
will come under full United States sovereignty and its people
will become American citizens except for those indivduals who
may choose the status of American nationals.

The new proposed commonwezalth at the request of the
Northern Marieznas would be separate from Guam. There is real
concern that at least for an initiazl period the Northern Marian

need to be protected against the danger of being swallowed up b
their larger, more prospercus and economically stronger cousins
to the south. The possibility of eventual union with Cuam,
however, remains very much open and has in fact alreedy been the
subject of several general discussicns between representatives
of Guam and the HNorthern Marienas.
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C. Military Bases )

As part of the negotiations the 1eprpsanaL1ve° cf the

Northern Marienas have now also agreed to make certain langd

areas available to the federal government for mili tary purposes.
The principal area involved is come 17,475 acres on the island

of Tinian to be developed over the next seven years as a major
joint service ﬁlllu””} base. This would include a multi- purpose
alrfield, storage and logistics support facilities for all
services and a maneuver area large onoucb to accommocdate field
exercises Rluh o*c.aﬁohlbLous brigade. Almost half of the totel
area needed ha already been reserved uncder U.S. lease from the
Trust ie*rltovy vernment for possible military use and set

aside as ﬁLllt”“y retention land. The remainder will have to
be acquired. Additionally, the Mariznas representatives have
aéroed to make gvaileble on a continuing hasis for aerial target
prectice and naval shore fire the small, uninhabited avo inaccess-
ible island of Farallen de Medinilla which the U.S. mili L tary
forces have had uncer lease for several vears for similer purposes.

i

T

Over anc above these arecas vwhich are needed immediately,
there are two smaller zrezs on ueipan which it has been agreed
can be set asice for possible con ngency use in the future
These are 197 ecres adjacent to TaL“pag Yerbor and 482 zcres
bordering Isley Tield. the rew Saipen Intevnztionel Airvoort
ost of the Tanepag Farbor acreage will be cevelnped as & living
memorial park honoring the American dezd of Vorld Var II and uced
by the public as a recreation and civic center. The rerainder
like the Isely zcreage, will be leased to the news Mariseras
Covernmerb, who will be able in turn to lezse it ocut for private
end commercial purposes competible with voscible future military
use. PBoth the Isely and Tanapag areas are within Present United
States militarvy retention lands When the new arrangemsnts are
consummated tr United States will relinquish 211 of its remeining
rights to U. militery retention laICS in the Marianas and return
QDHfOXLratoly © ,691 acres to the public domain.

D. Financiel and EZconemic Supvort

The principal features of the proposed seven year financial
assistence package arc th LOllOwlng, expressed in terms of con-
stant 1975 dollers

1. $8 million annually for coentinuing support of
government operations;

2. S4 million annually for Capital Improvement Pro-
jects, of which $500,000 each will be earmarked for the islands
of Tinian and Rota;

3. $1.5 million annually to be used for econcmic

development loans, $500,000 of which to be reserved each year
for small loans to falmlub, fisliing and agricultural ccopera-

tives; and
o VEGHARSTIFIEY 414546
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4. The lel range of federal programs available to :
other U.S. territories, estimated to run about $2 million
annually in value.

The United States would also, with the approval of Con-
gress, rebate to the treasury of the Northern Marianas as it
nowv does in Guem all customs duties and federal income taves
derived from the Commonwezlth of the Northern Mariznas; the
proceeds of all taxes collected under the internsl revenue l
of the United States on articles produced in the Marianes an
transported to the United States, its territories or posqoss cns,
or consumed in the Marianag; the proceeds of any other taxes

'hich may be levied by the Co“gv&rs of the United States on the
inhabitants of the Marianas; and .1l quarantine, passport, immi-
gration anc naturalization fees coWIectﬁd in Lhe Merianas
Commonwealth.

VIS
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Finelly, the lMarianas would be exnpected to henefit
increasingly in financial terms from the buildup of L.S. military
facilities and perscnnel. In particuler, it would receive as a
rebate all of the income ta‘ds collected from U.S. military
personnel stationed in the rthern Marienasg

[%
—

E. Outstending Iscsues

A number of iscues still remain to be settled before the
new agreement can oo coempleted.  Cne of the most imnortant is
how to accemmodate the desire of the Northern Mariznas o enjoy
maximum Ifrcedom from federzl interference in its internal a2ffairs
with the L;onavv povers of the U.S. Congress. Ve are workine no
on & formula for inclusion in the egreement which 1f approved by
the U.S. Congress would have the effect of wvol untarily limiting
the plenary powers of the federal gove in certain specified
areas. These erezc wouvld be set forth recement and be
suoje ct to change c”ly by mutual cense »les of these
would be an egrzement not to c“ange th lth stetus with-
out mutual agreec c hibition clslating away
t:o right of the n lariens their o const
tution withous & fs ject only to ] o
changes in fedesral courts for ccnsistency witr
cable federzl laws,including applicable provisi

Thece are points en which there is a hich degree of senci-
tivity and an area in which we recognize the U.S. Coneress has a
major interest and the final cey. There 1s no questicn, however,
of any limitation of U.S. sovereianty Mer would there be
overs b yond these specific limitations

restraints on federasl p
to be included in the a

Another matter not yet fully resolved is
which the Merthern Mariaznas would be er JCmp ted f‘
tion of federal laws applying to other territori
Guam. The new commorwvealth would like to be-ex

v -~y l
'\_: I ‘s.‘{ L’ .‘J;\ S
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the extent to

om the applica-
es, particularly
ccepted from such
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"laws as the Jones Act, the minimum wage law, certain provisions '

of the immigration and naturalizdtion laws'and other laws which

they contend create a hardship on an outlying new territory. They
would also like to be exempted from the application to its citizens'
of the Federal Internal Revenue Code, at least during the early

cays of the commonwealth, although they are willing to estaeblish their owm pro-

gressive inccme tax and to take steps to prevent the possibility of any tax

havens for United States or foreign corporations. These issues are presently
being discussed at the tectmical level and will be negotiated out at the next
formal session. We have been consulting yeur staff on these
matters as well and can profit by further Congressional advice

on these impertant guestions.

area where final agreement is still to be reached
s of the arrangements for the use of militery

g the eamounts to be paid the Government of the
Northern Marianas, how the land is to ke acquired,i.e., whether
by long term lease or purchase, and the means of peyment, e.g.,
by lump sum or periodic installments. Terms of lease tack

of areas not immediately needed and joint use of various faci-
lities ere also being worked on priocr to final agreement. The
United States will of course retain the basic power cf eminent
domein, though special procedural safeguarcs are currently
under discussion with Marianas nepotiators. =

n
, Mt

F. Prospects for the Future

Much work remains to be done still at technical levels.
Infermal meetings between heads of celesations are taking place
meanwhile ©o assure as much zs possible that work continuves at
a2 steady pace. It is hoped thet 211 this can be completed next
month and that a £ifth formel round can be scheduled for early
tovember fclicwing the lMicrocnesien elections. 1f agreement can
be reached then on sll outstending issues it mav be possible to
sign the agreement as early as the end of November.

Thereafter the pace will depend on a number of other
factors The agreement must first be approved by the Marianas
District Legislature to whowm the present Marianss Status Commis-
sion with whom we are negotiating is responsible This might
be possiltle as zarly as December Lfter a pericd of pepular
stucy and education on its provisicns the agreement could possi-
bly be put before & lMariznas plebiscite as ezrlv as March of
next year anc prescnted to the U.S. Conzress for it val
irmedietely thereafter. This precjected sequence of and
timetable is hizhly tentative. Thic matte: ' ily
ciscussed with the Marianas Pclitical Stat: d
the views of the members of the United Sta 1 also

have to be considered.

Thereafter we will of course wish to put the completed
status ervangement before the United Nations. Indeed, ve are
already on record in the U.N. Trusteeship Council as saying we
will invite U.N. participation in any plebiscite that takes

»
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place. The Marianas arrangements as finally approved will
probably not be put officially to the United lations until the
arrangements for the other districts are approved as well,
since we are also on record in the U.MN. Trusteeship Council

as saying that the Trusteeship under the present agreement can
only be termincted for all of its parts at once and not piece-
meal.

IV, Highlightes of the Micronesian llecctiations

A. PBackground

Negotiations to determine the future political s
the other five districts of the Trust Territory comprisin
a a

Mershalls and Caroline Islends have been coingz on feor
L ol

ted period of time dating back to 1962. Tollowing rejection by
the Congress of Micronesia of the United States offer of terri-
torial anc commonwealth status, these negotiations have been
aimed at esteblishing & so-called "free associaticn' betwzen
the future state of Micronesia and the United Stztes, a goal
declared by the Congress of licronesie to be ite preferred objec-
tive. In July of this year an ad referendum. agreement was
reached with the Co-Chairmen of the Micronesizn delegeticn, which
is the Conzress of Micronesia's Joint Committee or Future Stetus,
on a complete creft Compact of Free Association. Subsequently
the full Microresien delegation met and proposed certein additicnal
changes, which the United States has not agreed to but is willing
to discuss with the Congress of Micronesia's Joint Cormittee. A
cepy of the dreft Compact as agreed to in July is ettached to
this statement
B Principel Features
The principel features of the dreaft Corpact of Free Associ-
ation are zs follows
1. The people of Micrenesia will be self-governing
end respencible for their own internal affzirs, with their owm
censtitution, laws and system ¢f justice Their ceonstitution
must guerantee fundamentel humen rights and must be consistent
witn the Compact.
The United Stetves will have full reep or
y over both foveign and defense affairs I bact
t the United States will consult with the new Govern-
ficrenesia on matters of mutual concern relating to
Tzirs anc will not enter intc agreements that pertain
or predominantly to Micronesia without its consent.

3. The United States will have the right of access to
Micronesian land for militeary bases and the right to deny iMicro-
nesian terrvitory to third parties fer military puzposes. The
present Pacific Missile Test Range at iwajalein in the

CUIPSLASSIFIEL
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will be maintﬁlned . The Compact-.also provides for certain
facilities in Talau for anCh we- are seeking at the present
time options only. These include the right to develop port
fac17¢tLos in YOIOV, a 2,000 acre cupply base and a 30,000
acre maneuver area in gubP1LPUdD anc¢ the right to fnLdra joint
use of the civilian airfield. All PalaLan requirements are
for contingent use only.

4. The United Stetes will bhe committed to substan-
tial financial and econcmic assist ance over the first fifteen
years of the life of the Compact.

5. The Comnccr _can be terminated only by mutual
consent during the first fifteen years. Thereafter it would
be termineble by un Jlater 1 action on two vears notice but
only after z satisfactory security agreement has been concluded
embodying United States base rights and denial of the area to :
third parties !

The Micronesians have asked for a lorg transition period ’
during which time a2 mejor effort would be macde fowvards cemple-
ting a basic infrestructure and stablishing e new gzovernment
under e new constitution. We have suggestec this periocd not
be as prolonged as the Joint Committee originally suggested and
that it be cdivided into two stages, the first extending from
the present time until the Compact and the paw constitution
are apvroved Ly the pecple of Micronesia in a plebiscite, the
second extending Yrom that time to the end of the Trusteeship
when the Compact tecomes effective It i still last never-
theless under the current uncerstanding until mid-1¢80C

I1f the Cempact of Free Association is approved by Congres
the United States would be committed to provide on & grant
basis teginning in 1980 $35 million annually in suprort of the

.cns of the new Government of Micronesia during the firet
:rs of the Compact This amount weuld drop to $30 million
iuring the next five vears and $25 million during the
ive yeers of the fifteen vear period; for canital
s the United Srates would be cormicted to S12.5
1 velly for the firest five vears of the Cempact, $11
millicn arnnually over the next five years, and $9.5 mllllo
during the last five years. In acddition we wculd provide up
to $5 milliicn ennuaily in loans for specificd ecornomic develop-
ment projects; half of this amount would be reserved for small
business lcans at the district level to be acministered by the
District Gevermments, The United States is z1so prepered to
continue three federal pr cograms without compensation: e postal,
weather and FA4 services. The costs of any other afloed L“ltcﬁ
Stetes services would be charged against the grants rentioned
above or could be paid for by Micreonesia from its own resourcos .
A1l the &bove amounts would be adjusted annually to reflect any
changes in the purchasing power of the dollazr as.reflected by

\n

chanpes in the Guam Consumer Price Index.
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During the period between new and the ‘end of the Trustee-
ship in mid-1980 (Stage I and II of the Transition period) the
United States would reduce the present level of support for
government operations by providing, with Congress' approval, :
operational grants on a descending scale but in constant dollars:
$55 million in fiscal year 1976; §54 million in fiscal year 1977;
$52 million in fiscal year 1978; $50 million in fiscal year 1979;
and $45 million in fiscal year 1980. However, the United States
would provide increased amounts for the Capital Improvements
Program through fiscal year 1978 and then taper off: $25 million
in fiscal year 1976, ¢30 million in fiscal year 1977, $35 million
in fiscal year 1978, $20 million in fiscal year 1979 and $15
million in fiscal year 1980. We will be seeking Congressional
approval of the first parts of this schedule in the very near
future and the remainder after the Compact itself is approved by
the people of Micronesia.

C. Outstanding Issues

The principel item of unfinished business following the
July ad referendum agreement on the draft Compact of Free Associ-
ation was the land options in Palau. A United States land survey
team has just completed its mission in Palau. Following its
report and recommendations the actual selection and negotiation
for sites with the Palau District Legislature and the owners, as
the case may be, will begin.

Beyond site selection there may be further delays stemming
from the failure of the Congress of Micronesia at its recently
concluded special session to pass an entirely satisfactory bill
transferring public lands in the districts from the central govern-
ment to those districts requesting such a transfer. This transfer
of title was made a2 condition precedent to completion of the
Compact of Free Association by the Micronesians. The United States
responded after careful study of this highly complex subject with
a policy statement approved by the Secretary of the Interior
eannouncing a willingness to transfer such lands, which had been
previously held in trust for the people of Micronesia, but subject
to certain safeguards necessitated by the responsibilities of the
United States as the administering authority. The Congress of
Micronesia was asked to enact eppropriate enabling legislation
consistent with the United States policy statement. The bill was
finally enacted last month but is being carefully studied now by
the U.S.High Commissioner and others to determine its consistency
with the stated United States policy. If there are major diffi-
culties it may be necessary to effect the transfer by executive
action if so requested by the districts.

Beyond the land issue there are the changes recently
suggested by the Micronesian Joint Committee which are still
uncder consideration. The United States will not be sympathetic
to any changes from the agreed July draft Compact which might
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derogate from United States foréign affairs or defense responsi-
bilities, or might undermine in substantive fashion other key
elements of the Compact such as the termination fermula. 1In

the latter context, the Joint Cormittee is understood to be
considering a proposal that any serious breech of the provisicns
of the Compact during the first fifteen years of its 1ife might
be considered grounds for terminating the Compact irmediately.
We clearly could not subscribe to any such wnilateral interpretation.

The Micreonesien Joint Committee has also now said--despite
its early accuiescence in separate negotiations with the Mariznas
--thet it is unwilling to accept the separate Marianas negotia-
tions or separate acministration of the Marianas Dis un
the Marienas first rejects the Compact of Free Associe
United States, however, is now publicly committed to a
the Marianas to vote freely on accepting a clcser relat
as a manifestation of its people's right of self-determi
and conside the Compact of Free Asscciztion as pPresent
drafted ¢t ly only to the Caroclines and Marshalls. I
lanas on the other hand reject the ide
ionship or the U.S. Congress disapprov

[ be given the right to select a
mpact cf Free Association could be inc
¢ choice for the Marianas in any even
freely exercized to be effective.
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suggested informally that if the
time it would be referred to the U.S.
thereafter.
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I the entire packeage to the U.S. Congress could
; and its presentation to the United

Nations a r Congressicnal approval would be even later. Under

the Micronesian proposal the new government would no%‘begin to
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phase in until the summer of 1976 at the earliest and the phase
in would be stretched out over an extended pericd of four vears
cduring which the U.S. Congress would be considering the ”greewen
followed by U.N. action if the U.S. Congress approves it.

V. The Role of the U.S. Congress

Throughout the course of these negotiations we have end
to keep Lv, members of the U.S. Congress and ﬁo::“tLbe steff
informed of the progress of ne tions and to hei

en c
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frank advice. These have bece

a n Lt
informal c arily,
there have been occacsioral forma presentations as well. Our
last formal session tock place in the Senzte before the Insuvlar
and Territorial Affairs Subcommittee in the spring of last vear;
but there have been many informal fill-ins for members of the
Committee and the staff since that time There have also been
several cccasions to update information in connection with the
annual authorization and app*o“rﬂaticn hearinge before the Senate
Committees. We will appear two weeks from now aleng with the
Intericr Department witnesses in connectisn with the supplemental
authorizatiocn rzquest, -
Through this process the advice and wviews of Senate
have been a vely solicited. n this situaticon we have st
felt the ne to benefit from Congressionzl thinking znd e
ence Ve n alsc to eanticipete the problems which ey £
individeel zxs of trne Jongress and the iscues vhich o
likely to surface vhen our cempleted agreements are put to
U.S. Congress officially for approvel We recognize that
Congress carnct be committed in eadvance, but cdesire teo evoid as
much es possible teking any acticn contrary to presently knowm
Congressiconal wviews We want as well to aveid anv suggestion to
the other side in these negotiations that it sould he te rheir
interest to attemp:r to drive & wzdge peltween Congress and the
Executive Branch in these sensitive matters
In view of the fzct that both houses of the U.S. ss
approved the Trustecchip Apgreement back in 1947, the ™ stra-
tion has been cherating frem the beginning of these resotiaticns
o}! sumption that both houses would wish to approve the
ar nt which will end the Trusteeshin. This ascumption has
be for affizwed dnfovmally by the Concrossional ieaders
ve ntacted on the subject Fow Congress will do this is
of a matter for Congress to decide The suggesticn has
be however, that since the Trusteeship Lgreement was
ap ¥ Joint resclution it would be aprropriate to have the
ne ents which are desigred to replace the Tru C’ebhip
ap roveu in the same manner. The result in lecal e ms, as we
LUCOIQ it v*uld be to g:ve “he new oagrecment when so 3:;‘0"L
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We recognize that there may well be varied and different
views in the U.S. Con"ress about many specific points cavc*cd
in the Marianas noements and the Compact of Free Association
These are comple i sues, and many depallb are nececsarlL)
involved. beve*al of tHe:e were touched on earlier in this
statement. We would be most grateful to be assured that we are
not on the erﬁg track in certain major respects, such as the
proposal¢ nder the Marienas arrangements for voluntary Llimita-
tion of cer Laln otherwise plenary federal
appreciate the Committee's views re?ardlng such basic questions
as the Congressicnzl desire or non-desire to &pprove the new

Marianas Constitution and the ti iming cf its presentaticn in

powvers. Ve also would

relation to the submission of the new agreement for Co‘bT0081onal

approval.

We woul
proposed ti
thinking no
presenta'ic
after the p
for the Ca

like CongreSSLOnal views informelly cn the
and on the likely sequence of events. Our
HaL thc Marienas agreement could be ready for
Tongress as early as next spring or summer,
scite is held. The timetable.on the Compact
and Marshalls, however, is more cemplicarted.,
~he United States reserved Jnc”r'“
icgestion that the i
new ccenstituti
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