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1． Relevance of Assistance There
The Federated State of Micronesia (FSM) has such development challenges as its scattered islands over the vast ocean, limited domestic markets, and geographically long distances from international markets.
While the FSM relies on the budget support from the United States under the Compact of Free Association, which consists of about 25% of the Government revenue, that support will be completed in 2023. Thus, the FSM needs to establish its budgetary independence by such means as achieving efficient expenditure, structural reforms including tax reforms and industrial development. On the other hand, there are few major industries in the FSM except for small-scale agriculture and fisheries as tax sources. Most of the FSM’s national income is spent for importing daily necessities from overseas countries. As a result, developing domestic industries and creating jobs have become difficult. 

Under these circumstances, the FSM Government formulated a national strategic development plan (Strategic Development Plan (2004-2023)). Having set goals for economic development and self-reliance, the Government has been working on the development of basic infrastructure, tax reforms, and the promotion of renewable energy.
Although the infrastructure such as seaports, electricity facilities and roads has been developed with the cooperation from Japan and other donors, the basic infrastructure required for economic activities and the life of residents is still inadequate. In addition, Non-Communicable Diseases (NCDs) such as diabetes due to the evolved eating habits have become a major problem, and NCDs countermeasures such as those for lifestyle-related diseases are needed. Also, increasing amounts of solid wastes caused by life style changes and massive importation of goods have not been countered by appropriate disposal measures, negatively affecting the surrounding environments and public sanitation. Thus, overcoming these vulnerabilities are indispensable for the FSM’s social and economic development.  
The FSM has historically deep relationship with Japan due to the fact that Japan administrated the FSM under the mandate of the League of Nations before  World War II, among others. The two countries also have the deep relationship in the fishery field as Japan’s fishing vessels have operated in the Exclusive Economic Zone (EEZ) of the FSM under their fishing agreements. The two countries have developed good bilateral relationship, in which the FSM supports various positions of Japan in international fora. On the other hand, it has been pointed out that the presence of Japan has relatively weakened due to the increasing influence of new donors. Thus, it is important for Japan to cooperate with the United States, which also has the deep relationship with the FSM, assist the FSM's self-reliant and sustainable development, and continue cooperation to further strengthen bilateral relations between Japan and the FSM.
2． Basic Policy of Japan’s Official Development Assistance (Overall Objective): Self-reliant and sustainable economic development, and improvement of the nation’s living standards with appropriate consideration to the environment
In line with the FSM's national strategic development plan and the directions of the Japanese Government's assistance policies for Pacific Island Countries, demonstrated in the “Pacific Islands Leaders Meetings (PALM),” which have been held every three years since 1997, among others, Japan will offer cooperation to the FSM, in order to promote the self-reliant and sustainable development, in such fields as economic infrastructure development, improvement of basic social services and other areas for overcoming vulnerabilities as well as environmental protection and climate change countermeasures.
3． Priority Areas (Mid-term Objectives)
（1） Overcoming vulnerabilities
In order to strengthen the bases for economic growth, the Government of Japan will focus its support to the FSM on cooperation to infrastructure development particularly of connectivities and strengthening seaports and shipping, which are the FSM’s most important infrastructure. At the same time, Japan will support strengthening the FSM’s financial independence. Japan will also provide cooperation on countermeasures against NCDs including lifestyle-related diseases, measures to eradicate filaria by 2020, improvement of basic academic abilities in science and mathematics, and vitalization of industries, mainly primary industries. Furthermore, taking into account the social, economic and cultural importance of the oceans for  island nations, and paying due regard to SDG14, “Conserve and sustainably use the oceans, seas and marine resources for sustainable development", Japan will provide cooperation contributing to free, open and sustainable oceans, including for strengthening maritime security capabilities.
（2） Environment and Climate Change

The Government of Japan will focus its cooperation to the FSM in the field of environmental protection, such as improvement of the surrounding environments and public sanitation through such means as appropriate waste treatment that will also contribute to reducing marine plastic wastes. In addition, Japan will provide cooperation to counter climate change and disasters. 
4． Points to be considered
（1） Japan will actively exchange views with other donors, such as the United States, Australia, and international organizations, to avoid aid duplications and to achieve effective and efficient cooperation accompanied by possible synergies.
（2） Japan needs to pay attention to the FSM’s financial independence after the completion of financial support by the United States under the Compact of Free Association.
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