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	Republic of the Marshall Islands’ 
Compact Negotiation Issue #3
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	The Importance of Immediate Development of the Infrastructure
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During the current term of the Compact of Free Association between the United States and the Republic of the Marshall Islands, the RMI Government has had to invest heavily in the early years to upgrade the infrastructure transferred from the Trust Territory period and establish required infrastructure that was not present. To accomplish this infrastructure development in a significant manner to meet urgent needs, the RMI issued a bond in 1987 ($65 million) to advance the capital improvement funds provided by the Compact’s Title Two grant assistance. 

[image: image2.png]The infrastructure developed involved public utilities, roads and other transport infrastructure, and government buildings. The resulting bond payments were completed in 2001. 

In 1999, the RMI established the Marshall Islands Intergenerational Trust Fund (MIITF) with a view to achieve greater financial autonomy in the management of its recurrent budget, provide an adequate level of social infrastructure and services, and enhance the capacity of the Government to effectively use external capital development assistance. To capitalize the MIITF, the RMI set aside $14 million in 2002 and $15 million in 2003 of its capital improvement funding provided by the Compact. In effect, the RMI used the entire increase from the Compact’s “bump-up” years and most of the capital improvement funding provided by the Compact during these two years. 

By setting aside the $29 million the RMI starved its infrastructure development and maintenance for the past 5-6 years given that previous to 2002, the Compact’s capital improvement funding was going towards bond payments. This strategy to set aside the funds for the MIITF has proven correct for the medium term.  With the United States Government (USG) interest in establishing a U.S.-RMI Trust Fund under the Compact currently being negotiated and the requirement that the RMI contribute $30 million to this fund, the RMI currently has the funds set aside to help start the Compact Trust Fund and fulfill its commitment. Such an early commitment will help the Trust Fund in the long run by providing a significant capitalization in the early years of the Fund thus allowing for the Fund more time to grow over the projected 20-year period with the additional RMI and USG contributions supplementing this initial amount annually.

The negative impact of 1) needing to borrow funds and encumber Compact capital funding to provide basic and essential infrastructure from the Trust Territory years; and 2) setting aside the 2002 and 2003 bump-up and capital improvement funds for the Trust Fund is that the RMI does not have sufficient funds for its most urgent infrastructure need – the repaving and upgrading of the Majuro International Airport.
Repaving and Upgrading of the Majuro International Airport

[image: image3.emf]With the  U.S. Army Corps of Engineers   overseeing the project, construction on the  runway began in 1971.  

 

The Majuro International Airport is the sole link between Majuro, the capital, commercial center and most populated island, and Hawaii in the east and Kwajalein in the west. The commercial flights that travel to Kwajalein, which is the home of the U.S. Army’s Ronald Reagan Missile Test Range, from Hawaii must stop in Majuro for refueling. The commercial flights then travel to the Federated States of Micronesia and Guam. The commercial flight that travels from Guam, to the Federated States of Micronesia and Kwajalein must stop in Majuro for refueling before the final leg to Honolulu. The airport is also the hub of Air Marshall Islands, the sole transport mode to many of the RMI’s outer islands. 
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The U.S. Federal Aviation Administration (FAA) formally informed the RMI Government in early 2002 that the airport needs repaving as soon as possible. They indicated that the postponement of repaving will result in more significant damage and increased repair costs.  The FAA’s preliminary estimates placed the repaving costs at $8-10 million. The RMI subsequently initiated an engineering study to identify exact requirements and other airport upgrading needs in the areas of safety and navigation equipment. Although this engineering study has yet to be completed, the extent of the erosion under the existing runway is severe enough to necessitate laying a new foundation.  Faced with this assessment, the RMI is expecting repair costs in excess of the FAA’s original estimate.  The RMI therefore requests $20 million for this effort.
The airport’s management reports the runway is quickly deteriorating. This may result in a shutdown of service by Continental and Aloha airlines. Such a service shutdown would catastrophically reverberate throughout the nation with economic and social consequences such as injury to a fledgling tourism industry, stopping air shipments of commercial goods and mail, injury to access off-island medical services plus other private sector, governmental and family impacts. Such a shutdown will also negatively impact the U.S. Army’s facility on Kwajalein and negatively impact travel throughout Micronesia. 
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Continental Micronesia is one of two U.S.  commercial airlines currently offering service to Majuro several times each week.








2
Embassy of the Republic of the Marshall Islands

                                     Compact of Negotiation Office

Washington, D.C.

       Majuro, Marshall Islands 

Phone (202) 234-5414 Fax: (202) 232-3236                                             Phone:  (692) 625-4451 Fax: (692) 625-4403            
2

[image: image5.jpg]