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This paper analyses the economic situation and the Compact of Free Association to consider
the prospects for the Federated States of Micronesia (FSM).

In 1986, the FSM and the Republic of the Marshall Islands (RMI), which had been a UN
trusteeship area, entered into a Compact of the Free Association with the United States. The
Compact represented a continuation of US rights and obligations for national security and
defense matters, and financial assistance for secure self-government over a period of 15 years
to the FSM and the RMI. The Compact made two goals of nation building, which were the
unity of the people and economic self-sufficiency within 15 years. However, the meaning of self-
sufficiency in the Compact did not refer to the people’'s economy, but to the maintainance of
government finances, Though the people have been living in affluence under the subsistence
economy, they can not financially support their modern government. So the FSM and the RMI
have made efforts toward achieving economic development to increase government revenue.
As a result, the goals of economic independence have not been achieved as of today; it is
extremely difficult to make money for government finance on their own without destruction of
local society and culture. I do not believe that their economic policy was a failure due to lack of
efforts and abilities. It has been a natural result from the point of view of the limited conditions
such as, isolation, poor resources, little capital, and time shortage.

In such an economic situation, the FSM and the RMI negotiated with the US about grant
assistance of the Second Compact. As a result, a new agreement has come out in 2002 which is
to extend economic assistance annually for a period of 20 years and to establish a general trust
fund for the FSM and the RMI. Both nations will manage the trust fund for government finance
after the termination of direct US financial assistance.

The trust fund will make it possible for this small nation to become economically independent.
The outlook for the economy is improving therefore I think that their next concern for nation
building will be the unity of the people.
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Yy 7 19101 2,982.0 31733 31713
R A 2,056.5 2573.6 31315 3,012.5
JAT T 1,466.0 1,661.5 2,310.1 2,1933
Fa—2 976.2 1,159.4 1,119.1 1,060.2
I ¥ 1,602.2 2,094.13 2,433.5 2,359.3

WAt : FSM Economic Report 2000 & ¥ /5%
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BholZtaBL., SHBOMBIBICIEANRESTLEETHLERLE
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BORWHRERDLT LY - A5 4~ (Allen Stayman) &5, 20014E11F 127V
N—1F - Za—1 (Albert Short) b o 72A%, EAMIZIER 74 < VEFRICHE
RENLT AV HOBEHFEINLHICBZ D,

Tk BREICELZMBIEORFEAL I, WETIN-MBIRBIGETIZ, 20
ERNT b7 ) ERFEIL00T FLDIM E R o72% TOKER, 4 ¥ 7 LR
GEEDONE FEROBEITIZIZHLT R LATHWES ), EHIZThEIFHIBT.,
R DEMES N T & 72T EFEREM MG T D 20EMMBES NS, ThizHEE
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B250070 FAVREOREEILRL LREDON TV, ZLTINLETHOMEIEN
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MRETLENIBDTHL, TNOLEHRE-KRBECERTINETH D,
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THEYTH S,
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R2 205EEOT X HOIFFSMEABEREMLE &

BBV
£ —RMKE GitEs &t £ BB GHES =Xl
2004 72005 1,900 9,100 2014 6,200 2,900 9.100

05 7,100 2,000 9,100 15 6,100 3,000 9,100
06 7,000 2,100 9100 16 6,000 3,100 9,100
07 6,900 2,200 9,100 17 5,900 3,200 9,100
08 6,800 2,300 9,100 18 5,800 3,300 9,100
09 6,700 2,400 9,100 19 5,700 3400 9,100
10 6,600 2,500 9,100 20 5,600 3,500 9,100
11 6,500 2,600 9,100 21 5,500 3,600 9,100
12 6,400 2,700 9,100 22 5,400 3,700 9,100
13 6,300 2,800 9,100 23 5,300 3,800 9,100

Hifi : Fact Sheet, Bureau of East Asian and Pacific Affairs, Washington, DC.

BY, 20EMOEARLED TRETHIME FVRABOEEAIZE HEATY 5,
HEBHDOY AT IMEN R ERIND ODEEL %D, TLEVRIE S N5 LA
ATENZE, 10 FVoERSERIE TSR TH 5, BIROBUFHEK TRIE
PREEMRE L 2T 0T S B WEETEAIZ6000~700005 FA AL, Thikicd
5%51E TOHFLVEEOERLEE D > CTFSMEFOMFIITERICL L7259,
FRICIE, B5E - BEFESBRBIISMLL T wESEEEHEOMBZ O,
RETHELREEGERNO I AT L2 EZHIRER LRV, ZRSRRAITHRTN
ERENTCFEETH 5,

8. BbhIZ

HHEASWEDSELZH B 7 A HOMFEIZ, ~— ¥ ¥ VERBLMER I
DA VTEFER-TEY, MEEBSOMMNER 2K, AMLEXTHE,
DEDOHEYRETRBIZ. FSMERMIE 354 12{7bh /5, RMIS ZIZRBON
BTHAMENTZ, RMIOEAIE., 77 V2 YREICKREXRMPBEIN TR E720
I R e E— R B L B R AHAN M o TRBED, TAYA
BT 2REEL — AL D 12T 5 LT84 FIVT, FSMD782 KL L ZIZFAEIC &
-T2 % [Bureau of East Asian and Pacific Affairs 2002].

RMIZZ A & EHEF O, BIRTEFSME ) ¥ v v a2 7u—0%
WAL, BUNREEE 22, EERREOMAEN &) ETIRFSMU EOARFIEEZ
WATBY, BREOEFEEIFSMEED ) v, ThWwz, RIIVEFLEED
Al LT, BUFMRORBLIES o225 9. SO X, FHikl
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L. TOEOHERSIC L BEEMETHIX, $TICZ ) LGB FIIIEA
H L TWAFSMORFEBORIC—EDOWILD 2P 57259, 5#Hi3. BHE&oE
BLBROTIIEbELR Y HE, Lo VR LS ERER T ED TV
ER6TH5b,

PEo X512, RMIZ &0 BHEAEOBERICE L CE, Hizkx7 2
ABEZE o TR ZREBLPV 272 E BT, Tz, EREZRIIBT
L% 5 HEL, ERICEMGER 2RI 2 REEREEZFYBZ 5 7200ERM
A TLTHBR S TOFEDMALE B¢ EBRERBRGERE L 0E#EEL W), W

NOFEERICHD» > TV EBbhs, (20024E12 A BiAE)
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Asian Development Bank
1997 The FSM Economy:1996 Economic Report. Asian Development Bank.
Bureau of East Asian and Pacific Affairs
2002  Fact Sheet. Washington, DC, April 23. Bureau of East Asian and Pacific Affairs.
Federated States of Micronesia
First National Development Plan, 1985-89. Article I, Compact of Free Association
with the United States (Full Text). Federated States of Micronesia
2000 FEconomic Report. Federated States of Micronesia.
Wi I S
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