
THE WHITE HOUSE

WAS H I N G TON

Old ExecutiveOffice Building
Room 361

Washington,D.C. 20506

April 12, 1974

Dear Mr. President:

Your approvalof the recommendationscontainedin my letter
of January25,1974 and the subsequentamendmentof my instructions
has enabledMr. Wilson and me to proceedon schedulewith the Micro°
nesian future political status negotiations. A week of private
informal talks has just been concludedwith the Chairmanand
Co-Chairmanof the Congress of Micronesia'sJoint Committeeon
FutureStatus (JCFS),and I am pleased to report that we have now
reached tentativeagreementwith them on a complete draft of a 0

Compactof Free Association. _30
©

The agreed draft compact is now being referredto the concerned c_
U.S. departmentsand agencies for comment, and the Co-Chairmenof
the MicrOnesiandelegationwill be presentingthe draft to the full <
JCFS next week for its approval. Assuming their agreementand your
approval,the next steps will include: (1) negotiationsfor military E
land usage as set out in the agreement; (2) a final formal round of c_
negotiationsto approve the draft officially;(3) the signingof
the Compact; (4) referral of the Compact to the Congressof Micro- r_
nesia; and (5) a status plebiscite. Thereafterfinal actionswill ,_I
includethe approvalof the Compact by the Congress of the United o
States,the formal terminationof the TrusteeshipAgreementbetween
the United States and the United Nations and, as the last step, a

Presidentialproclamationannouncing the effectivedate of the
Compact.

It is our hope, and the Micronesianshave agreed, that every
effort should be made to conclude the status negotiations,to draft
a Micronesianconstitutionand to hold a status plebisciteand a
constitutionalreferendum by the spring of 1976. We have further
agreed tentativelythat after this two year period a final four
year period of transitionleading to full self-governmentand a
new politicalstatus would be desirable. If this schedule is
finallyadopted and followed the Trusteeshipwould come to a formal
end in July, 1980.

I believe the terms of the agreed draft Compact satisfymy
instructionsand meet our basic negotiatingobjectives. Titles II
and III give the United States full responsibilityfor and authority
over both foreign affairs and defense. Annex B meets the Defense f_o_
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Department'smaximumland requirementsas set forth in my instruc-
tions and subsequentletters from the Secretaryof Defense. The
Compact can be terminatedonly by mutual consent during the first
fifteenyears after its effective date. Thereafter it may be termi-
nated unilaterallywith a two year waiting period duringwhich time
both partieswould be committed by the Compact to negotiatea mutual
security agreementwhich would embody the military rightsand uses
in lands coveredby then existing leases and the rights of denial
as set forth in the Compact. This agreementguaranteeingthe survi-
val of U.S. base and denial rights would have to be concludedbefore
terminationcould become effective, thus in effect making termination

ipossibleonly by mutual consent even after the first fifteenyears.

My agreementon the section of the Compact covering termination
and the surivalof U.S. defense interestswas conditionalupon my
receivingsubsequentapproval of the U.S. Governmentsince the new
formula exceededthe letter but not the spirit of my instructions.
These instructionsauthorized me to agree to unilateraltermination
provided thatpre-negotiatedarrangementswere built into the -.
Compactwhich would guarantee the survival of U.S. base and denial 0
rights for fiftyyears beyond the date of the terminationof the _]C_0
Compact.

If the full JCFS approves the new draft terminationformula,I _.
believe U.S. defenseinterestsand the survivalof such interests
would be amply protectedeven in the very real unlikelihoodof termi-

m_
nation of the Compactsome time after 1997. This is so becausethe c_
question of the duration and extent of the U.S. defenserightswould
have to be met to our satisfactionin the new mutual securityagree- _-
ment before the Compactcould be terminated. I recommendapproval ©

of the new formula.

The Micronesian Co-Chairmen accepted without counter proposals

a new U.S. fifteen year plan for financial assistance in the post-
trusteeship period starting at $55 million annually for the first
five years and decreasing to $42 million annuallyduring the last "¢
five years. Their responsewas most surprising in view of their
earlier high dollar demands and their threatsof what would happen
if their levelswere not met. The amountswhich we offered,excluding
the paymentsfor military land which have yet to be negotiated,were
below the new maximumof $60 million per annum for fifteenyears that
you authorizedlast month. The U.S. proposal covers supportfor
governmentoperations,Capital ImprovementPrograms,developmentloans
and the provisionof certain U.S. federal services for five districts
on a graduallydescendingscale and in constant dollars. The average
annual paymentfor the first fifteen years in the above categories
is $48.7 million.

The Micronesianswere concerned about the level of assistance
followingthe first fifteenyears of free associationand were not. --
satisfiedwith our proposal that such amounts be left to later /X. _o,__.?i
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negotiations. They asked that the assistance be kept at the
fifteenthyear level until a new "mutually acceptable"agree-
ment was reached. We objected to this proposal on the grounds
that it would empowerthem to freeze U.S. financialsupport
indefinitelyat the fifteenthyear level and suggestedas a
compromise that U.S. financialassistance continue pendinga
new financialagreementbut at reduced rates followingthe
same descendingscale that was established for the first
fifteenyears of the Compact.

I made it clear that this counter-proposalwent beyondmy
instructionsand that it was therefore tentativein natureand
subject to change. It was agreed to with that understanding.
I feel that the compromiseis fully consistentwith the state-
ment of our primaryobjectiveof building a lasting relation-
ship with Micronesiaset forth in my instructions,and I
recommend that it be approved.

Our successin getting the Co-Chairmenof the JCFS to agree
to our financialproposalsand to the new terminationprovision _o
was made possiblein large measure, we believe, by their enthus- _)
iastic responseto our presentationof a new U.S. six year plan -:
for transitioncoveringthe period beginningwith FY 1975 and "¢
ending with FY 1980. This plan was based in part on Secretary
Morton's message to the Micronesian people of January 1974 in _:
which he outlined in broad terms his views on the need for an c_
accelerated program to complete the basic physical infrastructure
in Micronesiabefore the end of the Trusteeship.

Our transitionplan worked out earlier with the Departmentof o
the Interior calls for an increase in funds for CIP during the
next four years as suggested in Secretary Morton's statement and

then tapers off during the last two years of the Trusteeship.
Proposed figures range from $20 million in FY 1975 to a high of
$35 million in FY 1978 and drop to $15 million in FY 1980 for six
districts. This proposalfor an acceleratedCIP programduring
the period of transitionis fully consistent with my instructions.

It was also agreed that a determined effort would be made to
hold the line and then to begin a reduction in the cost of govern-
ment operations in Nicronesia before the end of the Trusteeship.
During the past five years the number of personnelemployedby the
TTPI Governmenthas increasedby 50%, average salariesby I13%and
over-all personnelcosts by 220%. It was agreed that this trend
had to be graduallyreversedand that the processshould begin
during the transitionperiod. Proposed levels for Government
operations subsidieswent from their present high of $55 million
per year in FY 1975 and 76 to a low of $45 million in FY 1980 for
six districts. ,,_.._G,_
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It is clear that the Micronesianshave linked the transition
plan with the terms and the levels of U.S. assistance proposed in
the draft compact, and theywill certainly make the implementation
of the proposed six year transitionplan a condition for their
final acceptanceof the new draft compact. I thereforebelieve
that this plan should be approved and recommend that I be authorized
to commit the United States to providing these amounts in constant
dollars contingentduring the last four years upon Micronesian
approval of the Compactof Free Association.

In summary the Co-Chairmenof the JCFS have now agreed to a
complete draft Compactand a tentative timetablefor the termina-
tion of the Trusteeship. Rather than taking their usual contentious
and hard line they were very conciliatoryand conceded on one point
after another. I am inclinedto believe that the main reason for
the abrupt "turn around" in their attitude stemmed from a recogni-
tion on their part that an early and congenial settlementof the
future politicalstatus questionwith the United States was the
only thing that would counterand check growing Micronesialpoliti- ©
cal disunity. ,_

©

The question now is whether the two Co-Chairmencan win the _)
approvalof the full JCFS for the draft compact. They seemed confi- .<_:
dent on this score. We are not so sanguine since the JCFS in the
past has broken ranks and repudiatedits leadership and also its c
own tentative agreements with respect to future political status c_
issues. The meeting next week in Saipan is thereforeof the greatest
importance. If their committee were to reject the draft compact it.
would be a most serioussetbackfor the negotiationsand would raise
seriousquestions includingwhether the U.S. should considervarious _.I
alternativesto continuingto negotiationswith the Congressof o
Micronesia. On the other hand if the JCFS approves the agreements
in principle reached last week I then see the likelihood of an early

of the Micronesian status negotiations.and successful conclusion

I can also report that since my letter of January 25th a series "¢
of private talks with the leadership of the Marianas has been
successful in laying the groundwork for the next formal round of
negotiations with the t,larianas Political Status Commission, which
is now scheduled to begin on May 15, 1974.

Very respectfully yours,

Frankl_._dn_'_H_ Williams _ _-
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