
12/29/79 [5] 

Folder Citation: Collection: Office of Staff Secretary; Series: Presidential Files; Folder: 12/29/79 
[5]; Container 144 

To See Complete Finding Aid: 
http://www.jimmycarterlibrary.gov/library/findingaids/Staff_Secretary.pdf 

http://www.jimmycarterlibrary.gov/library/findingaids/Staff_Secretary.pdf


1 , �
-

1' 
N

. 
MAR

IAN
A

 

I 

-----
j

 



"-Cotttmonwealtb of tbe Jlortbern Jllariana 11slanbs 
<!E>ffice of tbe �otlernor 

�aipan, .illllariana Jslands 96950 

Honorable James Joseph 
Under Secretary 
Department of Interior 
Washington, D.C. 20240 

Dear Mr. Joseph: 

NOV 15 l97i 

(!Cable �bbre!S!S: · 

�ob. j!}.fiWJ �aipan 

I am enclosing for transmittal to the President a letter which presents 
the views and recommendations of the Commonwealth concerning matters 
raised by the Interagency Policy Review on U.S. territories and the 
Trust Territory, and other similar concerns. 

I would very much appreciate receiving a copy of the final presentation 
to the President at the earliest possible date. 

Governor 

thank you for the time and effort you and your staff have 
this important project. 

o-

Enclosure: as stated 



�ommonwealtb of tbe j}ortbern Jllariana 1fslanbs 
etfice of tbe �obernor 

The President 
White House 
Washington, D.C. 

Dear Mr. President: 

�aipan, Jallariana Jslanrls 96950 

NOV 15 1979 

<�Cable �llllre!5!5: 
�ob. Jl.ifruf.ilaipan 

I am delighted to enclose herewit h the views and recommendations of the 
Government of the Commonwealth of the Northern Mariana Islands on the 
papers that have resulted from the Interagency Policy Review on the U.S. 
territories and the Trust Territory. 

Although I do appreciate the many hours of hard work which the various 
agencies of the Federal Government put into these papers, I regret that 
both the process by which they were developed and the substance they 
contain, do not provide a useful framework to improve the relationship 
between the U.S. Government and the territories. Few of our comments, 
concerns, and corrections, submitted to the Department of the Interior 
in response to the draft reports of the Task Force committees were 
incorporated into their October 31st revision. We apparently will not 
be given an opportunity to comment on any further changes which might 
appear in the final document presented to you. 

What is worse, we are now given to understand that even these present 
comments, and our option preferences, will only be made 11reference t011, 
rather than presented to you directly. This interception of communi
cation between the Chief Executives of the territories and the Chief 
Executive of the United States is not only extremely patronizing and 
discourteous, but does not allow us to plead our case in our own words. 
It effectively insulates you from any criticism of the Task Force reports. 
This further serves to aggravate, rather than ameliorate, the problems 
that already exist. 

In substance, the Task Force reports leave much to be desired. They 
continue to exhibit a woeful lack of understanding of the nature of the 
Cove�ant which binds the Northern Marianas and the United States together. 
In discarding the ill-conceived draft on economic development, they have 
thrown out the few good suggestions contained therein as well as several 
concrete proposals by the various territories which could immediately 
begin to enhance our development potential. Instead, the Task Force 
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only suggests further studies which will further delay our development 
pending their completion and implementation. It is regrettable that the 
Task Force did not take the time to redo its study and provide concrete 
recommendations. Instead, they would sacrifice our development on the 
alter of self-imposed time limits and political expediency. 

The Task Force seems to have lost sight of the developmental nature of 
territorial economies. They ask for fiscal self-reliance when this can 
only be achieved through private sector growth. The private sector, in 
turn, cannot grow in the absence of adequate economic and social infra
structure. This will require continued extra-ordinary Federal assistance 
in. the near term and a Federal commitment to do no less for the United · 

States' own developing territories than it does for foreign countries · 

with similar developmental needs. Much of these infrastructure problems, 
of course, are the result of decades of neglect under Federal administration. 
We cannot be expected to take responsibility for financing what the U.S. 
should have been building and maintaining over the past thirty-five 
years. 

Many of the recommendations of the Task Force represent a throwback to 
the mentality of another era. The increased Federal review and veto of 
local decision-making which they would impose is a giant step away from 
self�reliance. As a general rule, the territories should be 
subject to no greater interference than the States, particularly with 
respect to the Federal grants process. 

If I could leave you with one thought, Mr. President, it would be that 
the United States, both institutionally and through its various officials, 
should bring an end to the age of·patronization. Until then, the U.S. 
and its territories can never achieved a mature partnership for the 
fulfillment of our mutual goals and objectives. If these attitudes 
could be changed, and� full political partnership of mutual trust and 
respect could be established, this interagency review would be unnecessary. 
I respe tfully urge you to focus your attention in that direction. 

CAMACHO 

Enclosure: as stated 
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COMMONWEALTH OF THE NORTHERN MARIANA ISLANDS 

COMMENTS AND RECOMMENDATIONS 

to the 

PRESIDENT OF THE UNITED STATES 

on the 

INTERAGENCY POLICY REVIEW 

U.S. TERRITORIES AND THE TRUST TERRITORY 



' ' 

Question No. 1 - POLITICAL DEVELOPMENT AND STATUS 

Comments on Task Force Report 

Although the Task Force pays lip service to the unique relationship 

between the Commonwealth and the United States, there is no meaningful 

discussion of how our Commonwealth status differs from the status of the 

other territories, if at all. No parallels are drawn between our situation 

and that of the Commonwealth of Puerto Rico. This should have been dis

cussed. 

The Task Force does not acknowledge that many of the factors in the 

relationship between the Northern Marianas and the United States were 

freely negotiated in good faith between the parties and are ours as a 

matter of contractual right, not because they were granted to us by 

anyone. For example, in the section on legal responsibilities, the 

report suggests that Congress has plenary power over all the territories, 

including the Commonwealth, and can delegate this power to the Executive 

Branch. This is not entirely true with respect to the Commonwealth, 

because of the guarantees to us and the restrictions on the United 

States contained in the Covenant. Our political status and its other 

fundamental provisions cannot be modified without our consent, and 

commitments by the U.S. will be enforceable by the Federal courts. 

Congress may indeed be able unilaterally to change the public law that 

contains our Covenant, but to do so would breach the Covenant itself and 

break faith with the Commonwealth. Our approval of the Covenant constituted 

a "sovereign act of self-determination". Its rupture could void that 

act and would violate the United States• international commitments. 



The Task Force states that territorial policy is under the exclusive 

jurisdiction of the Congress, rather than the Executive Branch. This is 

no more so for the territories than any other policy issue. Congress 

I 
makes policy through public laws which require the approval of the 

President. It is therefore entirely proper for the Executive to s�ggestion 

policy to the Congress. 

Under "Territorial aspirations", the Task Force states that the 

Northern Marianas "show no inclination currently to modify (our relationship) 

substantially." This may be true, but the President should be warned 

that any United States attempt to modify the Covenant unilaterally could 

cause the Commonwealth to re-evaluate its status and could precipitate 

the downfall of a healthy and permanent relationship between our two 

entities. Also, it should be noted that the Northern Marianas share 

Guam's concerns regarding barriers to economic development imposed by 

some federal statutes, and the arbitrary and insensitive application of 

federal laws and regulations. 

Under "National Security Objectives", the Task Force mentioned the 

U.S. option to lease most of the island of Tinian for military purposes. 

Unfortunately, there is no mention that the Northern Marianas desperately 

needs to know whether the United States intends to exercise its military 

lease option or not. We cannot adequately plan for the development of 

Tinian, without this knowledge. 

There is a technical error in the section on self-government. The 

Task Force states that, "the people of the post-Trusteeship Northern 

�larianas (if they so choose) will be citizens of the United States". 

2. 



Under the Covenant, we will become U.S. citizens automatically, but 

those of us born before the termination of the Trusteeship may elect to 

become nationals. 

In discussing economic development objectives, the Task Force 

demonstrates an insensitivity to cultural values. It talks about,·"the 

fullest measure of economic development" and "as much economic self

suffici·ency as possible. 11 This should be tempered with a statement 

suggesting that economic development "proceed at a deliberate pace 

consistent with cultural values and the availability of resources and 

infrastructure." The recent overwhelming passage of a referendum 

rejecting casino gambling demonstrates the commitment of our people to 

the protection of our culture. 

To move from criticism to praise for a moment, the comments regarding 

health and education under "Social Development- the territories" are 

exceedingly well stated. We are surprised, however, that a U.S. commitment 

to additional financial assistance to support social development, which 

we praised in the first draft, was deleted from the final report. 

In the discussion of Policy Question (2) regarding Senate representation 

for territorial delegates, it is implied that Delegates receive allowance 

on same basis as other members of Congress. In fact, only half the 

clerk-hire allowance and certain other expenses are provided. Of 

course, the Northern Mariana Islands Resident Representative gets none 

of these at all and has none of the privileges, immunities, and tax 

exemptions of the other Delegates. 

3. 



Once again, the Task Force implies that Congress would be upset if 

the Executive Branch suggested any increase in territorial representation. 

There is no demonstrated basis for this statement. The idea would be 

treated with the same respect given other suggestions from the White 

House. Each House of Congress is still free to set its own rules. 

regarding the activities of Delegates. 

A1so, a third option regarding Senate representation is needed. 

Option A implies that the same Delegate who serves in the House would 

concurrently be seated in the Senate. This is highly unlikely. In 

fact, the current House committee work and other duties are as much or 

more than any Delegate or Congressman can handle. It would be impossible 

for one person to be a Member of both the House and the Senate and 

attend meetings of both their committees, let alone be present on both 

Floors for debate at the same time. A new option should be considered 

to suggest separate representation in the Senate, under whatever rules 

that body might wish to apply, to serve alongside their House counter

parts. 

The discussion of Policy Question (3) suggests that the Executive 

Branch try to avoid discussions of political status. The Commonwealth 

is especially concerned that it is not even mentioned in Option B (formal 

status talks). Until such time as we might become a State of the Union, 

which would constitute an irrevocable act, our status, and the desires 

of our citizens, even possibily for independence, remain an open question. 

Pursuant to Section 902 of the Covenant, "Status Talks" at the Presidential 

level are available at any time the Governor (or the President) requests 

them, and not less than every ten years. 

4. 



The Commonwealth recognizes that the United States has committed 

itself to terminate its trusteeship over the entire Trust Territory at 

one time. We also understand that the important status negotiations 

being conducted with the other Micronesian entities cannot be bound by a 

rigid timetable, in order that the aspirations of their people may ·be 

properly expressed and plannes for. However, there is a limit to how 

long th� already-expressed aspirations of the people of the Northern 

Marianas should have to await completion of the process elsewhere. 

We note with concern recent reports from Washington that the Trusteeship 

Agreement might not be terminated until 1985, or even later. Full U.S. 

citizenship for our people, and the other provisions of the Commonwealth 

which have not yet come into force, await these developments. If the 

process, in fact, will be significantly delayed, the U.S. and the Commonwealth 

should mutually re-consider the advisability and ramifications of early 

termination for the-Northern Marianas. 

Policy Question (4) can be eliminated. As options, statehood and 

independence are adequately handled under Policy Question (3) on Status 

Talks. 

In discussing possible options for Congressional representation for 

the Commonwealth under Policy Question (6), the Task Force rightly 

notes that the Northern Marianas might resist being represented by the 

Guam delegate "on the ground that they would be swallowed up, and lose 

their identity." The report should have mentioned that Guam rejected 

union with the Northern Marianas in 1969, and that since then political 

institutions have developed separately in the two entities. 

5. 



In discussing the pros of Option C, no Congressional representation, 

the Task Force states, "There is no major effort on the part of the 

Northern Marian as to change its current Washington representation arrangement." 

Now that American Samoa has been guaranteed its seat, there is significant 

feeling in the Commonwealth that the c�rrent situation is very unfair. 

In fact, the Marianas Senate has already passed a resolution requesting 

Congress to grant Delegate status to our Washington representative. 

A new option is needed to provide Library of Congress access for 

NMI and American Samoa. Until American Samoa's Delegate is seated in 

1981, and until the Commonwealth is given similar Congressional representation, 

their Washington representatives should be granted access to all the 

resources of the Library of Congress, including the Congressional Research 

Service. All other jurisdictions have this access through their Congressional 

Delegation. It is a valuable resource which should not be denied to 

these two remaining territories. Also, the representatives should be 

treated like the Delegates and taxed as if they were residing in, and 

their income were earned in, their home jurisdiction. 

RECOMMENDATIONS TO THE PRESIDENT: 

The following recommendations reflect the priorities and concerns 

of the Commonwealth and do not necessarily correspond to similarly 

numbered options set out by the Task Force. 

1. The President should re-affirm the commitment of the United 

States to abide by Section 902 of the Covenant. This section requires 

the United States and the Commonwealth to "consult regularly on all 

6. 



matters affecting the relationship between them.11 Such 11Status talks11 

can be called by either government, and must take place no less than 

every ten years. 

2. The President should acknowledge that the aspirations of the 

people of the Northern Mariana Islands to join in a political union with 

the United States, with full U.S. citizenship, cannot be expected to 

await forever the conclusion of status negotiations in the rest of 

Micronesia. He should express his willingness to consider early termin

ation of the Trusteeship Agreement for the Northern Marianas, if the 

overall process will be delayed beyond a reasonable time. 

3. The President should repudiate any implication in the Task 

Force report that the United States is not bound by the provisions of 

the Covenant, that it need not fulfill its commitment thereunder, or 

that Congress can violate the principles of self-government guaranteed 

therein. 

4. Congressional representation for the Northern Marianas: Quite 

naturally, the Northern Marianas favors Option 6a which recommends that 

the President 11announce that the same status should be given the rep

resentatives of the Northern Marianas as that which the delegates from 

Guam and the Virgin Islands now enjoy.11 To refuse such representation 

for the Northern Marianas would be to perpetuate an unfairness and leave 

us the only people within the American community who do not have a voice 

in the Congress to whose laws we are so often subject. Population 

should not be a consideration, as it was not with the decision to sit a 

7. 



delegate from American Samoa. Until the representatives of the Commonwealth 

and of American Samoa are seated, the privileges and immunities of 

Delegates should be extended to them as much as practicable. Especially 

important are Library of Congress/Congressional Research Service access, 

and equitable tax treatment. We utterly reject representation by �he 

Delegate from Guam since we would have no significant impact on the 

selection of such a Delegate. 

We similarly support a Constitutional amendment which would 

grant Delegates the right to vote, particularly in the House of Rep

resentatives. We would agree, however, that such voting right should 

not come into effect until the citizens of the territory are generally 

citizens of the United States. 

The Northern Marianas would welcome the opportunity to have 

representation in the United States Senate. We would, of course, 

expect to be treated equitably with the other territories and Commonwealth. 

It is unreasonable, however, to assume that one person can effectively 

represent a territory in both the House and the Senate. This option 

therefore should be modified to provide for separate representation in 

the Senate under whatever rules that body may wish to enact. 

5. Voting in National Elections: The Northern Marianas subscribes 

to the principle that United States citizens should be able to vote in 

national elections regardless of their place of residence. We would 

expect that U.S. citizens residing in the territories would be included 

in any Constitutional amendment for popular election of the President 

and Vice�President. In the meantime, under the Electoral College 

system, the only solution would be a Constitutional amendment granting 

8. 



territories with general U.S. citizenship some reasonable number of 

electoral votes. We urge the President to endorse such an amendment 

regardless of the likelihood of Congressional passage and ratification 

by the States. Support by the·Executive Branch at this time would 

demonstrate a commitment to the peoples of the territories and make. the 

road to full participation in American democracy easier to travel. 

6.' Federal Grants-In�Aid Programs: We strongly support the 

extension of all Federal grants-in-aid programs to territorial residents 

under standards and criteria determined Jointly by the U.S. and each 

territory. 

7. Commission on the Application of Federal Laws: The Commission 

provided for in Section 504 of the Covenant should proceed with its work 

as quickly and expeditiously as possible. The Commission should select 

its own Chairman and should spend a signficant portion of its time in 

the Commonwealth in order.to better determine the impacts of Federal 

laws and regulations. The President should pledge himself to seeking 

prompt Congressional action on the recommendations of the Commission. 

Until this is accomplished, there will be continual conflict between the 

Commonwealth and the United States on the application of Federal laws. 

The prompt elimination of this area of contention will go a long way to 

stabilizing the relationship between our two entities. 

8. Military Land Use: In order that the Northern Marianas may 

effectively plan for the development of Tinian, the President should 

direct the appropriate authorities to determine, at the earliest possible 

9. 



date, whether or not the U.S. will exercise its option to lease a major 

portion of that island for defense purposes. 

10. 



Question No. 2 ECONOMIC DEVELOPMENT 

Comments on Task Force Report 

In its discussion of its own recommendations, this Task Force 

rightly notes that its previous draft did not suggest a strategy to 

encourage economic development in the territories. We also criticized 

the draft for promoting the interests and concentrating on the problems 

of one territory while ignoring both the advantages and problems of 

other territories under similar circumstances. In addition, there were 

many inaccuracies in the presentation and many important sectors of the 

economy were completely ignored. 

In addition to commenting on the so-called options presented in the 

draft report, we recommended eight additional options. One of these on 

specialized assistance read as follows: 

In lieu of an immediate drastic change in the means of 
providing Federal development assistance to the terri
tories (such as the proposed Territorial Development 
Bank), the U.S. and each territory could jointly study 
the current stage of development and the needs of the 
territory and agree on an appropriate mix of financial 
assistance of whatever form, as well as management 
support and technical assistance. 

We still support this approach to meet the unique needs of each 

Territory. However, and most unfortunately, the final Task Force report 

seems to have seized upon this as the� means of encouraging territorial 

economic development. In doing so, it has rejected the many suggestions 

for immediate Federal action applicable to all territories. 

The development of our economy can no longer await further studies. 

Constraints must be removed now; programs and projects must begin now; 

management support and technical assistance must be provided now; 

11. 



Federal attitudes and policies need to be changed now; and barriers to 

participation in many developmental programs available to the States 

must be removed now. 

We have been studied to death, figuratively. A few more years of 

study, without implementation, and our.economic death may be liter�l as 

well. The recommended studies are welcome, but they should be in addition 

to, not in lieu of, immediate efforts toward economic development. We 

can modify programs in the light of new information or strategies developed 

by such studies. If we wait for their outcome, however, we will continue 

to be unnecessarily dependent upon the United States for many additional 

years. 

Many of the inaccuracies and innuendos complained of in the draft 

remain in the final report. For example, the territories are not "natural 

resource poor" as claimed by the Task Force. Our major resources, 

however, are found in the sea which surrounds us--a fact which continental 

writers too often lose sight of when studying insular areas. 

The Task Force complains that our economies are not "viable11, 

because we have not reached "economic self-sufficiency". Neither has 

the United States, nor any state thereof. We live in an interdependent 

world in which we can only survive by doing what we do best and improving 

and increasing transportation and communication with the rest of the 

world. We must move ahead to reduce imports and increase exports, but 

if balance of trade were the only test of economic viability, the U.S. 

would come up short as well. 

In discussing the private sector, the Task Force notes that significant 

investment in tourism, manufacturing, or military related industry have 

been made in the other three territories. There is no mention of the 

12. 



significant investments made in tourism in the Northern Marianas. We 

fail to understand why our achievements have not been included in this 

discussion. Perhaps the reason is that the tourism industry here is 

generating more revenues than the corresponding costs of the increased 

govern
.
mental services needed to support its development. 

The Task Force continues to ignore geography by imputing locational 

advantages to Guam which we share in equal measure. If Guam has the 

potential to export melons and eels for the Japanese market, the Northern 

Marianas, with more arable land, has at least the same potential, if not 

more. If Guam• s 1 ocati on can be used to good advantage for transshipment 

of merchandise and to serve as regional headquarters for companies doing 

business in the Pacific, our location only a few miles away offers the 

same potential. The Federal Government should not attempt to play off 

one territory against another through such implications of comparative 

advantage, especially when such advantage does not exist, or exists only 

because of inequitable treatment by the U.S. over the years. 

RECOMMENDATIONS TO THE PRESIDENT 

Many, many concrete and immediate steps can be taken to encourage 

economic development in the territories without the need for further 

long term studies and other delaying tactics. 

1. Marine Resources. The President should declare that the 

United States is returning to each island territory the peoples birthright 

by restoring to them control of the living and non-living resources of 

the sea which surrounds them. No single step would go as far in the 

international community to dispell the view of the U.S. as a colonial 

13. 



power than this simple statement. The Executive Branch should seek 

whatever legislative changes are necessary to accomplish this. The 

territories should be freed from constraints on the development of their 

own fishing and other marine-oriented industries. They should also be 

able to benefit from control over the activities of foreign interests in 

their surrounding waters. Legislation should be sought to accomplish 

this, if necessary. 

As a matter of policy, the Commonwealth maintains that it already 

has the right to control the resources of its surrounding sea. The 

suggestions herein, however, would clarify this point and insure that 

this control continues on a permanent basis. 

2. Energy. The President should proclaim that, as developing 

areas, the energy needs of the territories must be met in full. Waste 

of energy in the territories should be avoided as elsewhere, but a net 

reduction in the use of energy would be a negative sign that our economies 

are not developing, rather than a positive sign that we are conserving 

energy. All Federally imposed constraints against the import of fuel by 

the territories should be removed. Any federally imposed allocation 

system should provide that the full requirements of the territories be 

met. When such an allocation system is not in force, the President 

should encourage fuels suppliers to meet our needs on a voluntary basis. 

Particularly important is the availability of increased quantities of 

jet fuel to support the expansion of tourism in the territories. A 

crash program for alternative energy sources in the territories should 

be undertaken immediately. In the Northern Marianas, for example, we 

have abundant resources to power large-scale wind machines and solar-
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thermal generators, as well as potentially large concentrations of 

geothermal steam resources. 

3. Ports and Harbors. The President should direct appropriate 

Federal agencies to meet with each territory at the earliest possible 

date to identify and remove Federal barriers to port development and to 

provide Federal assistance beyond normal programmatic funding levels to 

bring the various ports from their present situation to the point where 

they can meet the economic development needs of each territory. Territories 

should be able to participate in Maritime Administration and other 

Federal port development programs, but the additional effort is needed 

to compensate the decades of Federal neglect of our ports. 

For example, we need to completely rebuild the port of Saipan and 

develop related shore facilities on Tinian and Rota. The present state 

of affairs is a significant barrier to reaching our economic potential. 

We will never be able to generate the revenue needed for such projects 

ourselves, but their financing by the Federal Government will enhance 

our ability to generate revenues in the future. 

4. Airports �nd Air Transport. Expansion of international flight 

frequencies and destinations is necessary if tourism is to fulfull its 

potential as the major contributor to private sector economic development 

in most of the territories. It also is necessary for market development 

for perishable agricultural commodities. The U.S. should therefore 

commit itself to freeing the territories from the usual bilateral 

negotiations with current and potential destination countries on the 

grounds that they are economically underdeveloped areas. A Presidential 

proclamation may be needed to accomplish this. 
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It is particularly important to the viability of our tourist industry 

that the Conmonwealth be exempted from the bilateral aviation agreements 

between the U.S. and Japan. Although there has been a rapid increase in 

Japanese tourism in the l�orthern r�arianas, the earlier Task Force draft 

rightly stated that it has failed 11to live up to t�xpectations11• This is 

because not enough flights are allowed to come from other cities like 

Osaka and Kagoshima, and charters are not permitted. Most hotels on 

Saipan operate at about 50% occupancy. This is not enough to repay the 

loans the various hotels have outstanding. It is certainly not an 

inducement to additional foreign investment. 

Already Continent�l Airlines has reduced its service to the Common

wealth. Air transportation, the key link to economic development in an 

isolated island chain like ours, has to be increased at this stage 

rather than reduced. 

We imagine other territories can give similar examples. In any 

event, whether in or out of bilateral talks, the U.S. should re-double 

its efforts as a strong advocate of expansion of air transportation to 

and from the territories. Inter-island service is also important, both 

to increase the length of tourist visits and for the socio-economic 

integration of scattered populations. 

In order to adequately and safely serve the needs of air travellers 

in the territories, the Federal Government should also corrunit itself to 

funding all or part of the costs of providing appropriate airport, 

terminal, communication, and navigation installations to meet applicable 

FAA standards and the appropriate levels of expected traffic on principal 

and other islands. 

16. 
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5. Regional Cooperation. The President should support the 

efforts of territorial governors for the creation and funding of a Title 

V Regional Economic Commission for the Pacific. In its discussion of 

Question No. 4, the Inter-a�ency Policy Review criticizes Title V regional 

organizations for emphasizing economic .development, rather than coordination 

of all Federal and territorial programs. We totally reject this analysis. 

First of all, these commissions were established by Congress for this 

purpose. Second, our search for regional economic cooperation should 

not be discouraged merely because there are other areas where cooperation 

will be useful. We also see no reason why a Title V Regional Co�nission 

cannot, at the same time, serve as a forum for cooperation in other 

sectors as well. If the Federal Government persists in refusing to 

extend eligibility for Title V to the territories, then the President 

should actively encourage and provide for funding of an equivalent type 

of regional entity in the Pacific, to include the State of Hawaii, as 

well. 

6. Infrastructure Development. The President should commit the 

United States to provide the infrastructure necessary for the economic 

and social development of the territories. Power, water, communications, 

roads, sewers, storm drains, etc., as well as the ports and air facilities 

mentioned above must be emplaced if the private sector is ever to be 

able to grow toward territorial self-reliance. It is a vicious circle: 

the territories are asked to develop their private sector to raise 

revenues for infrastructure, but the private sector cannot develop 

without the infrastructure being in place. Only the Federal Government 

has the resources to resolve this enigma. If the United States wants 
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the territories to ever get out from massive Federal subsidies in the 

future, it must invest now in infrastructure. The States don't need 

this level of assistance, because they are building on an established 

base. The territories do, because we have no significant base on which 

to build. 

7. Education for Development. In order for economic development 

to succeed, there must be a trained labor and managerial force. This 

will require assistance beyond the regular Federal grant programs, if it 

will have any meaning in the next several years. Capital facilities for 

general and vocational education will have to be built and equipped; 

teacher salaries may have to be subsidized; special scholarships, loans 

and grants targeted to specific needs will have to be provided. 

8. Marketing Assistance. The United States has a special duty to 

assist the territories in the marketing of their exports, including 

tourism. These activities will not only help the territories, but the 

U.S. blance of payments as well. The NMI notes with pleasure the recent 

announcement that the U.S. Travel Service office in Tokyo will be restored. 

It has been of help to us in the past and we are counting on it for the 

future. It should be strengthened and expanded beyond previous levels. 

Commercial and Economic Officers in the U.S. Embassies throughout the 

Pacific (and the Carribean as well) should be instructed to advise 

territories and their businesses regarding market opportunities and 

potential investors, make credit and reputation checks, and promote our 

products. The Department of Commerce should also help us in the United 

States itself, as dollars spent on tourism and products in and from the 

territories remain within the U.S. sphere. 
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9. Agricultural Development. The United States should institute 

a crash program to bring the territories up to their potential in commercial 

agriculture. The program would have to include assistance in both the 

production and economic sides of the problem. In the former, appropriate 

cash crops and animals for small, medium, and large scale agricultu�e 

must be identified ( including tropical feed grains to support a livestock 

and poultry industry ) , irrigation provided where necessary, machinery 

made available, and farming methods and pest control improved. On the 

economic side, subsistence and small-scale farmers must be educated in 

the demands of the twentieth century market place. They must understand 

the meaning of contracts, the necessity to diversify, if not individually, 

at least collectively. Crops must be timed to arrive at market throughout 

the season, not all at once. Packaging methods must be improved and 

chilled storage provided. Market forcasting and development must be 

undertaken. This is one area where the NMI can become nearly self

sufficient and even develop a significant surplus for export. We cannot 

do it ourselves, however, and the regular grant programs of USDA are not 

likely to be sufficient. In fact, some territories, including the 

Commonwealth, are not currently eligible to participate in several 

important USDA programs, including soil conservation, extension services, 

experiment stations, and crop insurance. The U.S. should extend these 

programs to cover the remaining territories. 

10. Regulatory Impacts on the Territories. Often regulations and 

Administration policies have unintended effects in the territories which 

may hinder economic development. Strict adherance to the President•s 

new targets for reduction of oil imports is an example. The President 
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should instruct all Departments and agencies to consider the impacts of 

their actions on the territories and grant waivers where necessary. He 

should commit the White House itself to the same policy. 

11. Communication. In order to take their proper place in the 

world community and meet the needs and .demands of modern business institutions 

the territories must be able to communicate with their constituent islands, 

with each other, with the Federal Government, and with the rest of the 

world. Even within the region, it is nearly impossible for us to talk 

with American Samoa or Nauru, for example. To accomplish this, we must 

have access to the world-wide system of communication satellites, with 

both government ( Federal Telecommunications System ) and commercial 

channels available. This would provide voice, telegraph, and facsimile 

capability, computer data links, and navigation aids. Also, territorial 

efforts to emplace or rehabilitate inter and intra-island communication 

should be encouraged and assisted. For example, even when internal 

telephone service is inaugurated on Rota in the near future, that island 

will still not be able to communicate with Saipan. The U.S. is funding 

efforts such as these in foreign countries; it should Jo no less for its 

own territories. 

12. Cultural Centers. The initial Task Force draft made an excellent 

suggestion that cultural centers be established in each territory with 

Federal assistance. We fail to understand why this excellent suggestion 

was dropped, although we complained at the time that the No r th e rn �1i1ri'HtliS 

v.as the only tetTitory not included in Uti�� jll'OjHI·;.tl. \�,. t·t�Ulllllllt'lid u,,,t 

the Federal and l:t�lTil.Lll'i.tl qovt'l'llllh'nl·; \vtll'k ltHit'illl'l' lvilllt'l·ivnlt· 

i 11ves lot·� Ill t':; t .11,1 i :.l1 '.tll·ll ;I , I'll I,.,. i 11 , . , , , 11 lt'l'l i 1111 v. 1\·. 1111• d1 :11 1 
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originally stated, the territories 11have distinct cultures that ought to 

be preserved and enhanced for their intrinsic worth to the local communities 

and the nation, and promoted in tourism development.11 

13. Mass Transit. The original draft report noted that the 

territories had a high number of vehicles per capita and inadequate ( or 

in our case, non-existent ) public transportation system. It is recommended 

that the Federal Government assist territorial efforts for mass transit 

development. We fail to understand why mention of this important sector 

has been removed in the final Task Force report. 
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Question No. 3 - FINANCIAL ASSISTANCE 

Comments on Task Force Report: 

Question No. 3 asks, among other things, how the need for ad hoc 

subsidies to the territories can be eliminated. The Northern Marianas 

suggests that the President be told that the question is not so muth 

how, but when, or under what conditions. 

For thirty-five years, the effort of the Federal Government to 

create, expand, maintain, and rehabilitate the infrastructure in the 

Northern Marianas has been substantially inadequate. In many cases, we 

are still using facilities built by the Japanese before and during 

World War II. Much of the rest was designed and built for military use 

shortly thereafter. Successive U.S. Administrations have allowed these 

facilities to fall into such disrepair that they can no longer meet our 

needs at our present level of development, let alone build our economy. 

Although we hope that Federal subsidies are a temporary necessity 

until the private sector can support our needs, their ad hoc nature 

recognizes that the varicus territories are at a different levels of 

development and that the U.S. cannot, therefore, always legislate for 

them as a group. 

When the infrastructure which should have been built and maintained 

by the U.S. over the past several decades is put into place to meet our 

current and future economic development needs, then we can begin to talk 

about eliminating ad hoc subsidies, and not before. In the meantime, we 

cannot generate the capital needed for these purposes. In fact, we 

never will be able to do so until we have the infrastructure necessary 



to attract and support investment. Until then we will continue to 

request, and expect that we will be granted, funds for hospitals, schools, 

roads, power plants, sewers, storm drains, water systems, harbors, 

airports, etc., on an ad hoc basis, when regular Federal programs are 

insufficient for the purpose. We should have had these years ago. 

The Task Force also should have reminded the President that deficit 

funding is constitutionally nearly impOssible for the Commonwealth. The 

comments which blast territories in general for seeking federal funds to 

cover local deficits should exclude the Northern Mariana Islands. 

The Task Force includes our Covenant funds under continuing authorizations 

with some negative connotations. It should be noted here, as elsewhere, 

that these funds were agreed upon in negotiations, at least for the 

first seven years of our existence. They should not be considered a 

negative factor in any way, shape, or form. 

The Covenant provides that taxes on non-Marianas source income be 

covered over into the Marianas treasury in the same manner that this 

takes place on Guam. We do not know why the Task Force suggests that 

this only applies to Guam and the Virgin Islands. 

The comments regarding our local income tax and rebates on "mirror" 

taxes does not show the inter-relationship of the two. The Northern 

Marianas has chosen by local law to exercise its authority under Section 

601 of the Covenant to rebate all of the income taxes which would be 

collected under the "mirror" system. In lieu thereof, it has substituted 

a simple graduated income tax based solely on a percentage of gross 

income. This law will remain in effect until the termination of the 

Trusteeship, and may be extended by future local legislation. In effect, 
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the Internal Revenue Code is used for non-territorial source income. 

Those who restrict their activities to the territory, have the benefits 

of simplified tax treatment for all their income. Those who choose to 

do business outside the territory can be presumed to have greater sophisti

cation, or the means to acquire it, in.order to fill out the more �omplicated 

IRS tax forms. 

The Task Force report complains about "unending series of problems" 

in territorial income tax system. Of course, it fails to note the 

success of the Northern Marianas in doubling its local revenues in the 

first year-and-a-half of our existence. In fact, the graduated tax is 

expected to produce at least four times the revenue that would be realized 

if only the territorial tax ( IRC mirror ) were in effect. 

What•s more, we are collecting our taxes at a fantastic rate. Out 

of a teal levy of approximately $5 million ($3 million income taxes, $2 

million excise taxes ) , only some $12,000 remains outstanding at this 

time. This is less than one quarter of one per cent. We should be 

congratulated for our effort and not tarred with a brush that does not 

apply. Solutions to problems which do not exist in the Northern Marianas 

should not be imposed on us. 

In its discussion of taxes collected by the tertitories, this Task 

Force suggests that, "the Federal Internal Revenue Code may be too 

complex to be effectively administered by the territorial finance department." 

What it fails to mention is that the Federal Internal Revenue Code may 

also be too complex to be appropriate for the general population of the 

territories. 
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RECOMMENDATIONS TO THE PRESIDENT: 

1. The United States should recognize that the territories are 

developing areas and therefore will require high levels of assistance, 

often on an ad hoc basis, until the physical and social infrastructure 

necessary to support private sector development is put in place. This 

should carry with it an understanding that there are unavoidable minimum 

program 'costs that cannot be looked at on a per capita basis. The U.S. 

should indicate its understanding that the territories, in many cases, 

are starting from scratch. The states are building incrementally on an 

established base; we are building the base itself. 

We therefore reject Option I, if it would substitute a matching 

fund for direct federal assistance. If we could still seek ad hoc 

assistance to meet out extraordinary developmental needs, however, the 

matching funds could serve as an additional incentive to increase local 

tax effotts. The matching funds alone is unacceptable because it is 

not related to the development needs of the territories. 

2. Territorial Bank. The Commonwealth supports in principle the 

concept of a Territorial Development Bank or similar mechanism for 

increasing the amount of capital available in the territories for both 

public and private purposes. We are concerned however that the territories 

would suffer a significant loss of autonomy and control if loans were 

made directly to the private sector by an outside entity such as this. 

We therefore suggest that development funds for the private sector be 

channeled through territorial mechanisms such as local development 

banks. Rather than establish a territorial development bank as a 
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separate entity, it may b� better to provide for direct territorial 

access to the Federal Financing Bank. The feasibility studies and 

technical assistance suggested by the Task Force should remain in the 

package, however, possibly as a new program of the U.S. Department of 

Commerce or other appropriate federal agency. 

In no event should the establishment of a territorial development 

bank or similar mechanism be allowed to replace existing programs. 
' 

First of all, this would mean that the Federal Government would be 

injecting additional capital with one mechanism and taking it away with 

another. There would be no net gain to the economic development efforts 

in the territories. Secondly, our Economic Development Loan Fund and 

Capital Improvement Fund are ours by right during at least the first 

seven years of the Covenant. They were freely negotiated and are guaranteed 

to us by compact and by law. We must also point out that a territorial 

development bank will be of little use to the Commonwealth for infrastructure 

development. It would require a constitutional amendment for the Commonwealth 

to borrow for most non-revenue infrastructure, such as roads and storm 

drains. 

3. Block Grants. The Commonwealth would favor a single block 

grant to the territories in lieu of programmatic grants-in-aid. How-

ever, this should not be based on historical funding levels. It makes 

no sense to penalize the territories for lack of earlier grantmanship. 

Similarly, we have not been able to take advantage of many programs for 

which we are eligible, because our economy is not yet sufficiently 

developed or because we do not have the technical and managerial expertise 
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to implement such programs: A single block grant would only be acceptable 

to the Northern Marianas if it is a reflection of the total of the 

funds for which we would be eligible on a categorical basis. In effect, 

this would be a massive consolidation of Federal grants by all agencies, 

which would allow us to determine priorities locally and eliminate the 

need for much of the ad hoc funding which would otherwise be necessary. 

4 .  Increased Federal Oversight. We categorically reject Option 4 

as a throw-back to colonialism which is unacceptable to the Commonwealth 

and would be an embarrassment to the United States and the international 

community. 

5. Income Taxes. We reject all of the options suggested by the 

Task Force report. We prefer to continue with the present system guaranteed 

to us by the Covenant. We are not having the problems with our income 

tax system suggested by the report; we appreciate that we may voluntarily 

seek the assistance of the Internal Revenue System in administering 

our tax laws; we believe that the Internal Revenue Code is unnecessarily 

complex for the States, let alone the territories; we believe that all 

residents of the Northern Marianas should be taxed in the same manner, 

without discrimination on the basis of citizenship or place of birth; 

and we see no reason for the Federal Government to interfere 

with our ongoing successful efforts. The President should reaffirm the 

commitment of the United States to abide by the provisions of Article VI 

of the Covenant. 

6. Release of Federal Funds. The U.S. should revise the present 

inappropriate timing of the release of Fed�ral funds to the territories. 

For example, the Northern Marianas is entitled to $1 4 million per year 
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as a negotiated payment under the Covenant. This figu�e is adjusted for 

inflation, it is only past inflation that is considered. Therefore, as 

the year goes by, the Covenant funds become relatively less valuable to 

the Commonwealth. To maintain the earning power of those dollars, we 

need to have them allotted to us at the beginning of the year and put to 

work at interest. This would roughly keep up with current inflation. 

The U.S. Treasury Department, however, is restricting our "draw-down" to 

one week at a time. This may save the United States a miniscule amount 

of the service on its public debt, but it is a major factor of our 

success in meeting the needs of our citizens. 

28. 



Question No. 4 - FEDERAL GRANT PROGRAMS 

Comments on Task Force Report: 

The Task Force report on this question gives only superficial con

sideration to the appropriateness of how Federal grant programs apply to 

the territories and under what standards and criteria. Drastic overhauls 

of the Federal grant system are proposed, when a little effort toward 

approprtateness might well solve most of the problem. This is reflected in 

our recommendations to the President below. 

The report suggests that multi-year program plans be adopted jointly 

by the terri tory and the Federal government, apparently on a compre11ens i ve 

basis. Since anything which is truly comprehensive would embrace more act

ivities than are funded by Federal programs, requiring Federal government 

approval of such plans would be an infringement on local autonomy. 

The previous draft rightly noted that comprehensive multi-year planning 

consumes manpower and resources. In fact, it is likely that the best 

manpower will continue to be drained away from implementation and towards 

grant generation to an even greater extent than at present. In developing 

areas, this is too high a price to pay, even with additional Federal incentives. 

We are disappointed that the final report has deleted internal criticism. 

As stated earlier, territorial Governors remain committed to the 

establishment of a Title V Regional Commission or similar entity for coope

ration among the Pacific territories and State of Hawaii. In dJJdition to 

coordinating planning activities in the Pacific, such an entity would serve 

to pass through funds to each constituent member for projects of regional 

benefit. Such a commission or similar organization is not merely a process. 
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The entity which would be formed would be a reflection of the increasea 

political maturity of the Pacific territories. The Task Force report would 

have the effect of undercutting these efforts by substituting a Federal 

process for a regional entity. This is not acceptable to the Commonwealth. 

Option I suggests the establishment of a Federal coordinating �nit for 

grants to each territory. They would locate this within whatever entity is 

established to handle territorial affairs generally, as discussed by Task 

Force #5. Some consideration should be given to having this coordination 

accomplished at the regional level by the appropriate Federal Regional 

Council. 

The Northern Marianas already has a territorial coordinating agency 

in the Governor's office as suggested in Paragraph B of Option I and the 

concurrence of the Governor is required on grant applications, when not 

prohibited by law, as suggested in paragraph D. We do welcome, however, 

the suggestion that matching requirements for Section 701 grants and EDA 

302 grants be waived. 

Paragraph E of Option I would require approval of this unit before 

final action on federal grants by any agency. This is a far cry from 

review and coordination .. We see no reason to interpose a new layer of 

expensive, time consuming bureaucracy, with no expertise in the subject 

matter, between the territories and granting agencies. This paragraph is 

unacceptable. 

To further centralize the grant activities in Washington, as suggested 

in paragraph G of Option I, would work an even greater hardship on the 

Pacific territories. Washington is too far away, communications too unreliable, 

and the work day doesn't overlap at all. As stated above, it would be 
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better to decentralize these activities. In fact, this might be a good 

place to recommend the establishment of a new region, or at least a district, 

in the Pacific to handle the affairs of the territories and (if a region) 

Hawaii as well. 

Option II ostensibly provides incentives to comply with Option. I. 

Paragraph B requiring Federal review and approval of multi-year development 

plans i� a disincentive, rather than an incentive. Also, paragraph C would 

authorize 11 investment plans11 based on the development plans, without describing 

what these are or how they might be implemented. If this means that funding 

would be available above programmatic levels, that might provide the necessary 

incentive, but the text is too ambiguous for us to be certain. 

Even paragraph A is not much of an incentive. The new Federal require

ment for these plans won't go away, but the U.S. would cut its contribution 

to the task over three years and then end it completely. If the absolute 

cost of this declines with time, that is encouraging. The percentage share 

of Federal assistance with a task they themselves set for us, should remain 

at a constant high level. 

It should be made clear that the entire concept of multi-year comprehen

sive plans is only feasible if the Block Grants option discussed under 

Option No. 3 is adopted. Otherwise, the territories would still have to 

comply with the categorical (or consolidated) planning requirements and 

goals of the various programs and the granting agencies. 

In any case, the discussion and options of this question presupposes 

that the �orthern Marianas will subject itself to oversight from, and 

representation by, any Federal agency responsible for territorial affairs. 

As our comments on Question r�o. 5 will indicate neither the Northern 

Marianas nor the United States has yet come to grips with this question. 
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If we decide to follow the Puerto Rico example, it would render the options 

presented in this part of the Task Force report meaningless with respect to 

the Northern Mariana Islands. 

RECOMMENDATIONS 10 THE PRESIDENT: 

1. Coordinating Units: The President should direct Federal. agencies 

waive matching requirements for territories which establish local coordinating 

agencies for Federal grants applications. So that overall development 

activities are not reduced, however, sufficient funds should be made avail

able through the granting agencies to compensate for the lack of such 

matching funds. 

The Commonwealth categorically rejects the suggestion that a 

Federal coordinating unit be established to rule upon our grant applications 

to the various Federal agencies. This proposal would destroy the good 

working relationships which the territories have built with granting agencies 

for projects and programs in the national and territorial interest. It 

would interpose unknowledgeable people between the two parties and be 

expensive and time consuming. It is patronizing in the extreme and would 

not be tolerated if it were proposed to apply to stateside grantees. 

2. Centralization: We also reject the suggestion that Executive 

Order No. 12149 be modified to centralize control of territorial functions 

at the Washington level of each agency. It further increases the physical, 

temporal and emotional distance between the territories and agency decision

makers. 

3. Standards and Criteria: By Executive Order, regulation, or 

legislation, as appropriate, the United States should insure that the 

standards and criteria for Federal programs are appropriate to each territory. 
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These standards and criteria should be agreed upon jointly by the United 

States and the territory. Minimum and maximum levels of benefits, cost of 

living adjustments, eligibility, environmental standards, and the like 

should be considered. Sometimes this will reduce amounts which might be 

granted, and sometimes it will increase them. It is certain, however, that 

unintended side effects will be reduced, and the programs would be more 

likely to assist people on the same qualitative basis as in the United 
( 

States. 

4. Simplified Application Procedures: The President should direct 

all Federal agencies to permit the territories to apply for grants in a 

simplified fashion. Often a major portion of time and talent that should 

be put to work implementing a program is devoted simply to applying for it. 

Many of the requirements demand statistics and other information which may 

not be available in the territory. Simple descriptive narratives should 

usually suffice. 

5. Operation and Maintenance: The Commonwealth recommends that the 

President direct, or seek legislation to allow, an operation and maintenance 

(O&M) component in Federal capital grants. The current Federal grant 

system provides incentives to territories to allow their infrastructure to 

deteriorate. It is not difficult to get a grant for capital improvement. 

Nearly always, however, it is impossible to get help with O&M. Perhaps 

this is why U.S. bureaucrats let the Northern Marianas fall into ruin 

during their administration. 

In any event, there would be far fewer unnecessary grants for 

capital projects, if a portion of the original grant could be set aside for 
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O&M for a reasonable time, say five years. This would allow the territory 

to absorb the new facility better, rather than use it poorly or not have 

the means to maintain it. 

This same interpretation should also be held to apply to the 

funds reserved for capital improvement·projects under the Covenant .. 

6. Multi-year Development Plans: Where territories wish to establish 

multi-year comprehensive development plans, Federal assistance should be 
; 

made available in terms of people and money to assist such efforts. The 

proportion of Federal support for this activity should not decline with 

time. Projects identified in such plans that cannot be adequately funded 

through existing Federal and local programs should be considered prime 

candidates for ad hoc funding by the Congress. Perhaps an even better 

approach would be for the President to seek legislation to establish a 

special fund for this purpose, so that long legislative delays could be 

avoided. 
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Question No. 5 FEDERAL ORGANIZATION 

Comments on Task Force Report: 

The Task Force report on Federal organization has been improved from 

the original draft by including a recognition that no formal arrangement 

has been made to provide for administrative responsibility or representation 

for the Northern Marianas within the U.S. Executive Branch. We disagree 

strongl-¥, however, with the statement that 11the Northern Marianas are 

within Interior's jurisdiction so long as the Trusteeship continues.11 

Sections 103 of the Covenant, which guarantees our right to self-government 

and Section 105, which describes the method by which the United States can 

apply territorial-like legislation to us, are already in effect. If the 

U.S. wants to place us under the jurisdictio� of any Federal agency without 

our consent, it will have to do so by legislation, not by Executive or 

Secretarial Order, and it will have to name us specifically therein. 

The Section By Section Analysis of the Covenant to Establish a 

Commonwealth of the Northern Mariana Islands, which forms part of the 

official legislative history of the Covenant, describes what the situation 

will be like under Section 103: 

The fact that the people of the Northern Marianas 
will have the right of local self-government and 
will govern themselves under their own constitution 
means that the Northern Mariana Islands will not 
be an agency or instrumentality of the United 
States Government. A territory is merely part 
of the United States Government and is subject 
to the direction of the Congress and Executive 
Branch of the government. The Northern Mariana 
Islands government will be an independent 
government, like that of the states. 

The Analysis, in describing Section 105 states: 

Neither the Commonwealth of Puerto Rico nor 
any territory has the express protection 
contained in Section 105; they can be affected 
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by federal legislation which could not be made 
applicable to a state even if they are not named 
in that legislation. Indeed, American Sarno� and 
the Trust Territory of the Pacific Islands are 
now wholly run by the Executive Branch of the 
federal government and they can be affected 
not only by a wide variety of federal legislation 
but also by executive orders over which they 
have no control. This will not be true with 
respect to the Commonwealth of the Northern 
Marianas. It will not even be true prior 
to the establishment of the Commonwealth, 
for Section 105 comes into effect before 
termination of the Trusteeship (emphasis 
supplied). 

In the meantime, we have assumed that the Department of the Interior's 

Office of Territorial Affairs has been serving as our focal point on an 

informal basis. Their help is greatly appreciated. However, as we 

develop our relationship with the Federal establishment becomes increas-

ingly complex, and single agency representation may no longer serve our 

needs. In addition, the principles of self-government guaranteed in our 

Covenant with the United States may not be well served by the detailed 

oversight which a formal relationship implies. 

Of the various options presented in the review of Question No. 5, 

Option 2, an interagency office for the territories, appears to be the 

most useful approach. We are surprised that the final Task Force report 

has moved this office out of the White House and back into the Department 

of the Interior, but either way, it is an improvement. 

Our support for Option 2 should not imply that we necessarily would 

be willing to place ourselves under the stewardship of such an interagency 

office. This would depend on what assistance and services would be afforded 

the Commonwealth under such an arrangement, and what powers such an office 

would have over Commonwealth affairs. We reserve the right to follow the 
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Puerto Rican model, with no lead agency designated, or to concTude other 

arrangements with the United states after consultation pursuant to 

Section 902 of the Covenant. 

Regardless of what office, if any, has the responsibility for the 

territories a mechanism is needed for effective coordination among �ederal 

agencies which deal with the Pacific territories. As stated in our discussion 

of an earlier question, Washington is too far away to handle the day-

to-day Federal/territorial interaction. We believe the most useful mecha-

nism for Federal coordination would be the creation of a Pacific Federal 

Region based in Hawaii to serve that state and the Pacific teritories. 

Sufficient travel should be allotted to regional employees to travel among 

the territories on a frequent basis. Federal funds should also be made 

available to the territories to travel to the regional location. 

If the above suggestion is not practical, an alternative would be to 

create a Pacific Territories District in each appropriate department and co-

locate it with the Hawaii district offices. This would insure, at the very 

least, that a minimum of one professional employee from each agency will be 

assigned full-time to deal with the needs of the territories. The same comments 

regarding travel in both directions apply here as they would to a new Federal 

region. 

Regardless of what decentralization mechanism is chosen, all agencies 

should be required to participate, regardless of whether they normally follow 

the standard Federal region system. 

RECOMMENDATIONS TO THE PRESIDENT: 

1. The President should reaffirm the commitment of the United States 

to abide by Section 103 and 105 of the Covenant by declaring that since 

January 9, 1978, the Northern Mariana Islands have not been legally under 

the jurisdiction of any Federal agency, but are free to make formal or in-
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formal arrangements for coor�ination and representation with the mutual 

consent of both parties. 

2. The President should establish an interagency office for the 

territories, located administratively either in the Department of the Interior 

or in the Executive Office of the President. 

3. Whatever office is chosen as the focal point for territorial act-

ivities within the U.S. Executive Branch, the President should inform the 

Northern Marianas what duties, responsibilities, and powers he is assigning 

to such office, and invite the Commonwealth to enter into a formal arrange-

ment for representation. If the Commonwealth declines to enter into such an 

arrangement, either the Governor or the President could request consultations 

pursuant to Section 902 of the Covenant. 

4. The President should require all Federal departments to decentralize 

their territorial activities and participate in a new Federal Region XI to be 

located in Hawaii and serve the needs of that state and the Pacific territories. 

Alternatively, all agencies should assign at least one person in the Pacific 

to serve in a liaison capacity with the territories. Such liaison officers 
\ 

would constitute a special Federal District for the Pacific Territories and 

coordinate their activities with one another in the same manner that the 

Federal Executive Board does for Federal activities in the State of Hawaii. 

Sufficient travel funds should be made available for the designated Federal 

officials to visit the territories frequently and for Territorial officials to 

visit their Federal counterparts. 
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Question No. 6 - FEDERAL PRESENCE 

Comments on Task Force Report: 

Both the question and its analysis assumes the continuation of the 

Federal Comptrollers. We make no sucn assumption. The continued presence 

in the Northern Marianas of the Federal Comptroller for Guam is inimical to 

the principles of self-government set forth in the Covenant. The Federal 

Comptroller no longer serves a useful audit function now that the Northern 

Marianas has established the position of Public Auditor. The offices 

duplicate one another, and neither we, nor the Federal Government, can 

afford to waste funds in this fashion. The Public Auditor can supply reports 

to the Federal establishments as necessary; special audits can be conducted 

by agencies or the General Accounting Office should an unusual need arise; 

and the technical assistance functions of the Federal Comptroller can be 

transferred to another agency. 

The Commonwealth has just moved out from under direct Federal adminis-

tration. This vestige of colonialism must similarly be removed in the inte-

rests of the political development of the Northern Mariana Islands. 

After full consideration, we also conclude that it would not in the best 

interest of the Northern Marianas to establish offices of Federal coordi-

nation at the territorial level. The final Task Force report makes it clear 

that a major function of such an office would be to enhance "Federal act-

ivities that are consistent with Washington1S policy objectives." This 

smacks of lobbying, and represents an undue interferance in the internal 

affairs of the Commonwealth. We are interested in receiving assistance to 

pursue our own policy objectives, not Washington's. 

We have no particular objection to Option 3 which would assign a 
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representative in the Pacific of the coordinating office for the territories. 

This could be useful in light of our earlier recommendation that each 

agency assign someone in the Pacific to look after territorial affairs. 

Our lack of objection to this proposal� however, should not be taken to 

indicate that we wish to deal with the Federal establishment through 

such a representative. 

RECOMMENDATIONS TO THE PRESIDENT: 

1. Since the continued presence of the Federal Comptroller is 

inconsistent with the requirements of the Trusteeship Agreement that the 

United States promote self-government in Micronesia, the President 

should use his powers under Section 1004 of the Covenant to remove the 

Northern Marianas from the oversight of the Federal Comptroller. The 

President should also seek legislation to make the suspension of such 

oversight permanent. The technical assistance activities, but not the 

oversight functions, currently being performed by the Federal Comptroller 

should be transferred to another Federal agency. 

2. The President should not create offices of Federal coordination 

in the territories. This represents a return to more direct Federal over-

ight of territorial activities and is a further step away from self-government. 

To the extent that such offices would attempt to influence local decision

making in the furtherance of Washinton objectives, it would also be in viola

tion of the principles of self-government set forth in our Covenant. 

3. If the President assigns responsibility for the territories to an 

existing or newly created Federal office, representatives of such office 

should be located in the field, wherever the appropriate region or district 

offices are located. The President should not assume, however, that the 

Northern Marianas wishes to deal with or through such a representative. 

40. 
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PRESIDENT 
Lorenzo I. Guerrero 

VICE PRESIDENT 
Pedro P. Tenorio 

FLOOR LEADER 
Benjamin T. Manglona 

MINORITY LEADER 
Herman R. Guerrero 

ROTA 
Julian S. Calvo 
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Benjamin T. Manglona 

SAIPAN AND ISLANDS NORTH 

THE SENATE 
NORTHERN MARIANAS COMMONWEALTH LEGISLATURE 

P.O. Box 129 
Saipan, Mariana Islands 

November 15, 1979 

Mrs. Ruth Van Cleve 

96950 

Director, Office of Territorial Affairs 
U.S. Department of Interior 
Washington, D.C. 

I 

Phone: 6534 

Herman R. Guerrero De a r M r s . v a n c 1 e v e : Lorenzo I. Guerrero 
Pedro. P. Tenorio 

TINIAN AND AGUIGUAN 
Serafin M. Dela cruz 
Hilario F. Dlaz 
John u. Hofschnelder 

Pursuant to your request, we have subm'itted our 
written comments on the Interagency Territorial 
Policy Review to Mr. Fukutome, the U.S. Comptroller 
for Guam and the Northern Mariana Islands on November 
16, 1979. 

We trust that our comments and concerns will be 
reflected on your report to the President and that 
some positive action will be forthcoming with respect 
to our major concerns. 

Thank you for your cooperation and assistance. 

c�-----2--J� ... C) '--- Lrrfenzo I. Guerrero 
President of the Senate 

Oscar C. Rasa 
Speaker of the House 
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P.O. Box 129 
Saipan, Mariana Islands 96950 

COMMENTS ON THE QUESTIONS AND RECOMMENDATIONS 
POSED BY THE INTERAGENCY POLICY REVIEW OF 
U.S. TERRITORIES AND THE TRUST TERRITORY 

QUESTION NO. 1 

Phone: 6534 

At the outset, we would like to express our 

satisfaction of the fact that the revised version of 

the Interagency Policy Review of U.S. Territories did, 

in fact, acknowledge and accomodate many of our 

concerns raised by our previous concerns. 

This revised version of the report has taken 

cognizance of the fact that the status of the Northern 

Marianas is somewhat unique as compared to the other 

territories discussed, and has treated such status 

accordingly. 

However, there are still many princip1e concerns 

of ours which need to be re-emphasiz�d at this time with 

the expectation that they will be acknowledged and 

responded to. 

As a general position we agree with the report that 

the Northern Marianas has no desire, at the present time, 

to modtfy our formal relationship with the U.S. Moreover, 

we are striving to make that relationship work. Such 



endeavor is mentioned in the report, however, a high degree of 

priority shquld be given to the. coope�ation of the U.S. to make 

the relationship war� more efficient1y. 
. ' . 

For instan�e;·the r�port refers to the. fact that the 

Northern Marianas provides basing atternatives and supports the 
' •  

defense -security of Guam,· and also mentions· the Five-year option 

to lease land on Tinian for military activities: 

We wish to stress the fact that the agreed rental value of 

property to be leased by the U.S. was a major factor and inducement 

·to enter into the political relationship with the U.S. 

We have not received any indication from the U.S. that the 

lease option will be exercised at all. The five�year option will 

expire in 1983. 

In view of the defense strategy in the Pacific area, as stated 

in the report, it appears that the option will be exercised. However, 

at this time, it is a mere speculation. 

We should receive some assurances from the U.S. as to their 

future plans with respect to this lease option in order that we may 

plan accordingly. 

With respect to policy question number six and the options 

listed thereunder, we select option A as being the most realistic 

for the Northern Marianas. The Northern Marianas Commonwealth 

Legislature recently adopted a resolution expressing the desire 

stated in option A. 

The resolution contradicts the statement made in option C that 

there is no desire on the part of the Northern Marianas to change its 

current Washington Representative status. 
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Option B is totally unrealistic and unacceptable. Guam and the 

Northern Marianas are two separate entities and ar� also culturally, 

economically, and socially different. The people of the Northern 

Marianas are utterly opposed to such:a pr�posal. 

Although option D correctly states that the people of the 

Northern Marianas will not become U.S. citizens until the termination. 

of the Trusteeship Agreement, we believe that our selection of Option 

A is imperative at this time in order to seek delegate status for 

our Washington Representative in the U.S. House of Representative 

at least by the time of the Trusteeship Agreement termination. 

American Samoa has been promised such a status in 1980 and they 

are U.S. nationals whereas we will be U.S. citizens, and are, at the 

present time de facto U.S. citizens. 

We are pleased to note that the revised report, unlike the 

pre�ious one, has a section 9 dealing with the commission on the 

a p p 1 i c a t i on o f . f e d e r a 1 ,. 1 a w s to t h e t e r r i to r i e s a n d s p e c i f i c a 1 1 y 

refers to our srion-to-be appointed commission. 
. . 

We ·totally agree with the report•s awareness of the fact that 

the impact of federal laws upon the territories and more specifically 

upon the Commonwealth of the Northern Mariana;lslands is not always 

the product of careful consideration. 

Indeed, �e have been the victims of several federal laws which 

have been applied to us. In our endeavor to achieve a harmonious 

relationship with the U.S. the obstacles we have encountered in the 

form of federal constraints have been our most serious setback. . . . 

We have had arbitrary directives by federal regulat6ry agencies 

ad�ising us that the Northern Marianas �re subject to their 
• .  

jurisdictions. 
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Our economic goals do not appear to be too optimistic when 

we see: the impractical application of mountains of federal 

regulations falling upon us. 

I n deed , m o s t of the reg u 1 at i on s try i n' g to be for c e d upon us 

were never originally contemplated to include us within their 

jurisdictions. 

-The Covenant•s provision creating the advisory commission on 

federal laws is, in our opinion, one of the top priorities for our 

government. • . .  : 

We have impatiently waited for more than two·years and still 

with no. results, however, we hope that the words in the rep�rt, 

uwill shortly be appointed," can be interpreted literally and \that 

the President of the U.S. will appoirit the commission forthwith: 

We view this commi·ssion as being our pos�ible savior from the 

burdensome application. of .federal regulations being applied to us 

in �.highly inconside�ate manner. 

QUESTION NO. 2 

The question of economic development recognizes in the report 

the federal constraints as being a major obs.tacle. 

For the sake of brevity, our comments and desires expressed in 

the latter question concerning the importance and immediacy of the 

Commission On Federal Laws should also reflect the major position 

of our aspirations concerning the question of economic development 

as proposed in the report. 

In addition, we are pleased to note that this report has 

eliminated erroneous assumptions contained in the previous report 

concerning various aspects of our economic development. 
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For instance, the report acknowledges our potential for 
. . 

e x p a n s i o n o f _ t h e to u r i s t i n d u s t r y .. 

Our revenues from.tourism has gradually increased and this 

industry should be assisted and encouraged by the U.S. 

Our transhipment potential was also acknowledged along with 

that of Guam as well as the necessity to improve our infrastructure 

in order to meet the aspirations of the population and to encourage 

.private investment. 

Our potential for the development of new forms of energy should 

be encouraged by expanding the present assistance and expe�tise 

provided us by the U.S. 

The suggestion of a federal agency for the territories which 

would undertake an analysis of federal constraints to economic 

development is unnecessary as applied to the Northern Marianas, 

if the commission mentioned·earlier is appointed quickly. 

QUESTION NO. 3. 

Although we can most appreciate the concern of the U.S. 

regarding the methods of -providing federal financial aid to the 

territories, from our point of view the Ad Hoc subsidies should 

continue �ntil the infrastructure to meet our current and future 

needs is in place. If the- U.S. could not achieve this goal for 

35 years how are we to be expected to generate the capital to 

accomplish such a task. 

For instance, the Ad Hoc appropriation of 9 million dollars 

intended to pay for the construction of the Saipan Power Plant, 

currently nearing completion, should not be eliminated as suggested 
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· by th� ·Interio�. D�partment: 

The Power Plant', is· a vital element-of our infrastructure 

and as such, should be viewed as an economic necessity in order to 

develop our potential for economic development. 

Reg�rding the proposed options, option 3 wo�ld be our choice 

due to·its incentive to increase self-government and eliminating 

the necessity to
' 

coordinate the many federal categorical programs 

to which we are presently entitled to. 

We take issue with the statement made in the report that the 

Internal Reven�e Code provides for an equitable system for raising 

tax revenues in the territories. Indeed, President Carter has even 

called it a disgrace. 

In any event, the Northern Marianas has enacted a local tax 

law consistent with the local territorial income tax, is authorized 

by the Covenant. This tax is easy to understand, prepare for, and 

administer, iri addition to being equitable. It is also expected 

to generate three times as much revenue as the Internal Revenue Code 

would. 

Our collection of taxes has also been very effective with only 

a small percentage being outstanding. 

Therefore, we believe option 3 to be the�·most: .. feasible in that 

it would grant the territories autonomy over their income tax system 

while technical assistance would be provided by the federal government. 

QUESTION NO. 4. 

The comprehensive multi-year planning suggested by the task 

Force could create a heavy bureaucracy for administration. 
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Since we have to deal with Region-IX for our grants there 

should be a representative located in the Northern Marianas with 

full authority for Region IX prog�ams. This would eliminat� the 

burden of communicating with San Francisco•s Office. 

The ad�inistration should be decentralized, perhaps, even a 

new region established· closer to the territories. 

The application grants should be simplifi.ed for the territories 

thereby eliminating the need for skilled.:personnel to implement the 

applications for grants. 

Perhaps the grants should be held in reserve for a period of 

about five yea-rs from which the territories could draw on. 

Of the two options proposed we find the first option to be the 

most desirable, however, before such option is adopted, we would 

like to offer modifications at that time. 

QUESTION NO. 5. 

At the present time, the Interior Departm�nt is our liasion 

for dealing with Washington. However, we have been in direct contract 

with most federal agencies without the assistance of the Interior 

Department and have, in most cases, been succes�ful in so far as 
. . 

receiving responses and othef considerati·ons that we seek. 

None of the options presented in their present form would 

satisfy our expectations. Therefore, it is our desire to maintain 

the direct relationship we now have with many federal agencies and to 

be assisted in our endeavor to seek and develop other relationship 

with othe r federal agencies. Perhaps this could best be accomplished 

by a form of directive from the President to all federal agencies to 

extend their cooperation and assistance to us when it is so request�d 
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by the Northern Marianas Government. 

In addition, we should still be able to maintain a working 

relationship with the Interior Department, perhaps to provide 

assistance when we encounter an agency that is unresponsive to 

_our requests-. 

In any event, the status.quo is proving to be fairly effective 

and it may be premature to consider changing it at this time. 

Perhaps, when the status talks, guaranteed to us under the 

Covenant .. occur, it may be appropfiate to di�cuss this topic further. 

QUESTION NO. 6. 

The issue presented by this question is whether or not there 

is need for a federal presence beyond that provided for by the 

comptroller. 

We can appreciate the vital role exercised by the federal 

comptroller, especially their new activities of providing technical 

assistance in the area of financial management. 

Option number 2 would seem to be the most appropriate one for 

the Northern Marianas. Coordination betwe�n the Northern Marianas 

and the federal government is most necessary, especially in the area 

of communication. If such an office were established here providing 

communication� from our government to the federal gnvernment, it wo�ld 

indeed, lessen the chaos that sometimes exist in receivi�g or sending 

messages to Washington. 

We agree that it would give_ the Northern Marianas greater 

credibility in the funding process and s�bould _facil ita_t:e- federal 

responses. 

However, if.such an office were to be established, their 

responsibilities wo�ld need to be delineated so as not to unduly 
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intefere with our affairs. 

Although, we also like option 3, we agree that the necessary 

mechanism �to provide the technical assistance would be lacking. 

Therefore, we would like to suggest, perhaps a merging of 

option 2 and 3� 

This would be the most feasible solution. In the meantime, 

the U.S. comptroll�r should continue and expand the technical 

assistance offered by his office to the Northern Mari�nas. 
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THE VIRGIN ISLANDS OF THE UNITED STATES 

OFFICE OF THE GOVERNOR 

CHARLOTTE AMALIE, ST. THOMAS 00801 

November 16, 1979 

Honorable James A. Joseph 
Under Secretary 
Department of the Interior 
Washington, D.C. 20240 

I am pleased to transmit herewith my response to the revised 
reports of the Interagency Territori�l Policy Review Task 
Force. 

Governor 

Enclosure 



NOVEMBER 16, 1979 

RESPONSE OF THE GOVERNOR OF THE 

VIRGIN ISLANDS TO THE REVISED 

REPORTS OF THE INTERAGENCY 

TERRITORIAL POLICY REVIEW 

TASK FORCE 



INTRODUCTION 

In the transmittal letter from the Under Secretary of 

the Interior dated October 31, 1979 which accompanied the 

revised Task Force Reports, the Governor of the Virgin 

Islands was requested to express his views on the questions 

and recommendations contained in the revised Reports by 

choosing among the options provided. In this response, the 

format is similar to the one employed in the "Comments of 

the Governor of the Virgin Islands on the Reports of the 

Interagency Territorial Policy Review Task Force" dated 

October 12, 1979, a copy of which is attached. Each policy 

question is identified, a choice among options is made, and 

summary comments are included where appropriate. 

The Government of the Virgin Islands does not agree 

with the contention that the policy questions and recommendations 

in the revised Reports vary only slightly from those contained 

in the initial Reports. To cite one example, in the case of 

revised Task Force Report #2, the ten options listed in the 

initial report have been pared to one general recommendation 

calling for an analysis of Federal laws which restrict 

economic development in the territories. While the Government 
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of the Virgin Islands fully endorses this recommendation, 

the initial Task Force #2 Report contained a number of 

potentially beneficial options which were simply dropped 

from the revised Report. 

One of the Virgin Islands' major criticisms of the 

initial Task Force Reports was their lack of recognition 

that the territories vary widely in terms of culture, 

economics and politics, making uniform economic development 

strategies inappropriate. In the revised Reports, there has 

been a noticeable shift in emphasis towards developing more 

flexible strategies that can be tailored to meet the unique 

conditions of each territory. The Virgin Islands Government 

fully endorses this change towards a more individualized 

approach to the territories. 

Another flaw in the initial Task Force Reports was 

their lack of recognition of the Virgin Islands' strategic 

importance in the politically unstable Caribbean. While 

mention has been made in the revised Reports of this situation, 

no specific proposals have been offered to take advantage of 

the unique role which the Virgin Islands could play as a United 

States territory in the Caribbean. 

In its October 12th Comments, the Government of the 

Virgin Islands reiterated a number of major concerns which 
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had been described in correspondence dated June 6, 1979 from 

Governor Juan Luis to the Under Secretary of Interior James 

A. Joseph. It had been expected that these concerns would 

be addressed in the Task Force Reports. Because this was 

not done the Government of the Virgin Islands would again 

like to emphasize these matters of paramount importance to 

the Territory. While these concerns may not constitute a 

"comprehensive strategy" they are essential to the Territory's 

economic development: 

Settlement of the litigation concerning excise 

taxes owed to the Virgin Islands Government on petroleum 

products manufactured in the Territory and shipped to the 

United States. 

Compensation for the massive costs incurred as a 

consequence of Federal immigration policies enforced 

in the Virgin Islands. 

Reimbursement of revenues lost to the Virgin Islands 

as a result of Federal tax reduction acts. 

Assistance with the chronic water and power problems 

afflicting the Territory. 

Protection of the Virgin Islands rum industry from 

tariff reduction and excessive federal regulation. 
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Assistance to the Territory in upgrading of port 

facilities. 

Assistance to the Territory in the purchase of the 

"Harvland" properties for agricultural development. 

Assistance in developing the local fishing industry 

to its full potential. 
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RESPONSE 'lD REVISED TASK FDRCE REPORI' #1 

The cho i ces o f  the Gov e r nmen t  o f  the Vir gi n  Is l a nd s  

amo n g  the opt i o n s  pr ese n t ed i n  Rev i s ed T a s k  Fo r c e  Repo r t  #1 

a r e  a s  f o llow s : 

Policy Question 1. Constitutional a:mendnents to provide for 
voting in Cbngress by representatives of 

Option 1 A: 

the territories and for voting in national 
elections by United States citizen residents 
in the territories. 

Endorse Constitutional amendments to provide for 
voting in Congress by representatives of the 
territories and for voting in National elections 
by United States Citizens residents in the terri
tories as reing correct in principle, but with 
qualifications which make it clear that a terri
tory carmot be accorded the same qualit y of voting 
representation (two Senators and one Congressman) 
that it would have if it were a state; nor can it 
be accorded the same number of electoral votes as 

it would have, were it treated like a State. 

As i nd i c ated i n  i t s  O c t ober 12th Comment s ,  the Go vernme n t  

o f  the Vi rgi n  Isl a nd s  f av o r s  Opt i o n  lA. S uf f r a ge f o r  U n i t ed 

S t a t es c it i z e n s  sho uld n o t  be d e t e rmi n ed by geo graphi cal 

residence. For f u rther comment on Opt i o n  A see p ages 9-10 

the O c tober 12th Commen t s .  Opt i o n s  lB, l C  and lD a r e  r eje ct ed. 

Policy Question 2. Senate representation for territorial delegates. 

\" 
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Support legislation to expand the role of terri
torial Delegates to include both Sen ate and House 
representation. The actual powers that the Dele 
gates would exercise in th e  Senate would be deter
min ed by the rules of that body as would questions 
relating to staffing and other expenses. 

The Governm ent o f  the Virgin Isl a nds re it erat e s  its 

s u pport for Opt ion 2A. Sen a t e  re present at i o n  for the Territory 

wo u ld provide a n  o pportun ity for Territori a l  co nc erns to be 

more a dequ a t e ly addre ss e d  in the U pp er Ho u s e , and wo uld 

co nsiderably improve the Territory's abil ity to mo n itor bo th 

Sen a t e  flo or a ction and dec ision-m a k in g  in Se n a t e  co mmitte es. 

Opt i o n  2B is rejected. 

Policy Question 3. Status talks on the subject of the terri
.tory's future political status and its 
relation to the United States. 

Option 3 A: State that any territory should bring its concerns 
about po litical status and relationships with the 
Federal Governrrent to the attention of the Federal 
De partment charged with territorial affa irs, or if 
it chooses, directly to the attention of Congress. 

As indic a t e d  in its October 12th Comme nts at page 11, the 

Governm e nt of the Virgin Isl a nds supports Opt i o n  3A. The Virgin 

Isl ands wo uld cho ose to de a l  dire ctly with Con gress ra ther 

tha n w ith a Federal a gency. Opt i ons 3B is reje ct e d. 
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Policy Question 4. Statehocxi and independence as status options. 

Option 4 A: Consistent with the United States• historic position 
of according to people the status they have aspired to, 
state that the people of the curr ent territories should 
also be able to view whatever political status they 
desire, including Statehood and independence, as choices 
that are open to them. 

The Go vernment of the Virgin Isl ands supports option 

4A. The people of the Virgin Isl ands s hould be as sured of 

their right to self..:.:determination when e ver the y cons ider a 

change in political status to be appropri ate. It is recognized, 

howe ver, that s tatehood and independence are not practical 

altern ati ves until such time a s  the Virgin Isl ands econom y 

could s u s ta in the co sts which would be incurred as a result 

of such a drastic change in political status. It i s  anticipated 

that the Virgin Isl ands will pursue a cours e s imil ar to that 

of the Commonwealth of Puerto Rico and progres s  to a status 

of fre e  a s s oci ation. A Pres idential statement indicating a 

will ingn es s  to defer to territorial as pirati ons would be 

appropri ate. 

Policy Question 5. causing l ocally drafted and approved consti
tution to replace the Organic Act for the 
Virgin Islands and Guam. 

Option 5 B: Announce that the people of· the Virgin Islands and 
Guam should be encouraged in the Constitution
drafting process until such time as they achieve 
documents that will replace the ir existing organic 
acts. 

The Government of the Virgin Isl ands reiterates its support 

for Option SB, for the re as ons s tated in its October 12th Comments 

at page 13. Opti on SA is rejected. 
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Policy Question 6. Change in status for the Government of 
American Samoa. 

Not applicable. 

Policy Question 7. Judicial Reform for Guam and the Virgin 
Islands 

Option 7 A: Propose legislation that Y.Duld upgrade the Federal 
territorial courts to true Federal district courts, 
limit the jurisdiction of the Federal courts to 
Federal matters, and accord the territories the 
fOwer to create the highest courts of their juris
diction. 

The Government of the Vi rgin Islands cont in u es to 

support Option 7 A, for r e a son s st at ed at p age 14 of its Oc-

tober 12th Comments. 

Policy Question 8. Identical treatment in Federal grants-in-aid 
programs to territorial residents 

The Govern ment of the Vi rgin Islands of cou r s e  supports 

equ it abl e tre atment for the Te rr itor y in su ch Fed e r a l soc i a l  

progr a ms a s  Med i c a id, Suppl ement al S e cu r ity In come and Aid 

to F amil i es with Dependent Childr en . As wa s ment i on ed in 

the revi s ed Ta sk Force Report, the r e  is no r at i on a l  basis 

f or the existing in equit abl e situ at i on in whi ch an individu a l  

f rom a St at e los es ben e f its by moving to the Te rr itory and a 

Te rritor i a l  resid ent gain s ben e f its by moving to a St at e. 
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Policy Question 9. Corrunissions on the Application of Federal 
laws to the Territories. 

The Government of the Virgin Islands endorses the 

establishment of a Federal Virgin Islands Study Commission 

with Territorial representation for the purpose of reviewing 

all Federal la ws affecting the Territory and recommending 

changes where appropriate. 

GENER AL COMMENTS 

The revised Task Force Report #1 does not give adequate 

recognition to the strategic importance of the Virgin Islands 

as a United States territory within the Caribbean. The 

President has recently articulated a policy of increasing 

United States military presence in the Caribbean in response 

to the political instability which marks the region. Not 

only is the Territory in close proximity to the Eastern 

Caribbean, but it retains strong cultural ties to these 

island nations which are the homelands of a significant 

portion of the Territory's population. 
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RESPONSE 'IO REVISED TASK FORCE REPORI' #2 

Recarrmendation: It is recammended that the Federal agency 
designated as the lead agency for territorial 
affairs be directed to rmdertake ... an analysis 
of the constraints on economic developrcent im
posed by Federal laws or regulation etc. 

The recommendation as stated is not acceptable without 

clarification. The Government of the Virgin Islands agrees 

that Federal laws do sometime constrain development of the 

Territorial economy and that a comprehensive review of such 

legislation leading to a removal of these constraints would 

contribute to economic development. It is unclear, however, 

whether the lead agency identified in this recommendation is 

to coordinate its activities with the Study Commission 

discussed in revised Task Force Report #1 at pages 31-

32. Without such coordination, the likely result would be 

duplication of effort and divergent and fragmented strategies. 

Concerning the choice of the Federal agency to be respon-

sible for organizing and funding analyses and programs to 

support the economic development strategy, the Government of 

the Virgin Islands would prefer the designation of the United 

States Department of Commerce, which has for many years 

cooperated with the Virgin Islands in economic development 

planning. Such an arrangement would preserve the continuity 

of a substantial number of programs already underway. 



TASK FORCE #2 

- 11 -

GENERAL COMMENTS 

The Government of the Virgin Islands strongly reiterates 

its support for those development options spelled out and 

justified in the October 12th Comments at pages 18-22. 

These include Federal-Territorial cooperation to capitalize 

the Virgin Islands Government Development Bank, to develop 

alternative energy sources, mass transit systems and cul-

tural centers, to create a permanent Caribbean Regional 

Economic Development Commission, and to liberalize trade 

policy. Moreover, as stated in its October 12th Comments, 

' 

the Virgin Islands Government strongly supports the retention 

of the Virgin Islands exemption from the Jones Act. 

The Territorial Government reiterates its request made 

in June 6th correspondence to the Under Secretary of the In-

terior and repeated in its October 12th Comments at page 3 

for Federal assistance in several other specific areas: in 

water supply and power generation, in port development, in 

protecting the Virgin Islands rum industry from tariff 

reductions and excessive federal regulation, in local fisheries 

development, and in the purchase of the "Harvland" properties 

for future agricultural development. While these requests 

may not constitute a "comprehensive strategy," they are 

essential to the Virgin Islands' economic development. 
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RESPONSE 'IO REVISED TASK FDRCE REPORI' #3 

Alternatives to the Present System of Direct Federal Assistance 

Option 1: .Match the arrount of taxes oollected under tax 

laws �sed by each of the territories. 

The Government of the Virgin Islands does not favor 

Option 1, which w9uld provide for a "matching fund" to 

replace S ection 28, subsection (a), Revised Organic Act, be-

cause the revenues that would accrue to the Territory under 

this system would be substantially less than the revenues 

presently available under current arrangements. For elaboration 

of this position, see page 27 of the October 12th Comments. 

Option 2: Establish a territorial Development Bank .  

The Government of the Virgin Islands is opposed to the 

establishment of a Federal territorial development bank 

servicing all of the territories, and favors the funding of 

the Virgin Islands Government Development Bank established 

by Virgin Islands statute to provide medium and long-term 

financing for private sector development, as ex plained at 

pages 18-19 of the October 12th Comments. 
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Option 3 :  Provide a single block grant to each terri
tory, based on a terri tory's frmding level 
in 1 979 fran Federal Grants-in-Aid. 

The Virgin I slands Government is opposed to the provision 

of a single block grant to the Territory in lieu of other 

types of Federal assistance and grants -in - aid for the reasons 

given at pages 27-28 of its October 12th Comments. These include 

the growing capacity of the Territory to secure categorical 

grants and the program guidance available from the various 

Federal funding agencies. Although a single block grant 

would provide flexibility and reduce administrative work, 

the same advantages can be secured through the implementation 

of grant consolidation as provided for in Title V of P ublic 

Law 95 -134. In addition, Title V provides for waivers of_ 

matching requirements, a policy the Territorial Government 

strongly endorses. The Territorial Government' s position is 

more fully set out in its October 12th Comments at pages 31-35. 

Option 4: Increase Federal oversight over Territorial Finances 

The Government of the Virgin Islands is opposed to any 

increase in Federal oversight of Territorial finances. The 

Territorial Government is committed to increasing its participation 



TASK FORCE #3 

- 14 -

in Federal categorical grant programs (October 12 Comments, 

at page 29). The regulations and financial accountability 

procedures of these Federal grant programs in conjunction 

with the presence of the Federal Comptroller are sufficient 

to guide the Territory in its management of Federal funds. 

Option 5: Apply cost-sharing to capital improvements (a 90/10 
Federal Territorial ration) and set specific units 
on maximum operational support (the 1980 base plus 
3 percent for an inflation adjustment. 

The Government of the Virgin Islands is opposed to Option 

5. Title V of Public Law 95-134, which allows for the 

waiver of matching requirements for Federal categorical 

grants, was intended to provide more flexible financial 

arrangements for funding programs and projects in the terri-

tories. In the past, Federal allocations available to the 

territories were often not being fully utilized because 

there was insufficient local funding to meet the matching 

requirements. For example, millions of dollars in Federal 

highway funds have been lost to the Virgin Islands because 

local funds were not available to meet the Federal matching 

formula. 

Following the intent of Title V, Federal agencies such as 

the Environmental Protection Agency and the Federal Highway 
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Administration have agreed to waive all matching require-

ments for capital projects. The Territorial Government would 

expect other Federal a gencies to make similar use of the 

authority granted in Title V when circumstances warrant such 

waivers. The 90-10 cost-sharing formula suggested in Option 

5 would not permit such discretionary use of waivers, however, 

and would therefore result in the loss or deferral of projects 

needed by the Territor�� 

Assuming that the "1980 base" referred to in Option 5 

is defined as Federal assistance to the Government of the 

Virgin Islands General Fund operating budget, this "base" is 

approximately $40 million. It is the policy of the Territorial 

Government to increase its participation in Federal categorical. 

grant programs, however, and a ceiling on operational assistance 

is therefore unacceptable. Further, Option 5 suggests that 

an inflation rate of 3% per annum be used to adjust this 

ceiling. With inflation running at approximately 13% per 

annum, such an arrangement would result in a decrease in the 

actual purchasing power of these Federal dollars and would 

not keep pace with the funding needs of the Territory. 

Option 6: Waive categorical grant ma.tching require.rrents only 
for specific activit�es such as camprehens�ve planning 
which the Federal Governrrent wants to prc:m:>te in the 
Territories. 
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The Government of the Virgin Islands is opposed to this 

Option. Title V of P ublic Law 95-134 gives Federal agencies 

discretionary authority to waive matching requirements for 

categorical grant programs, and this provision was not 

intended by the Congress to be applicable to only a few 

"specific activities." The waiver of the matching requirements 

for the "specific activity" of comprehensive planning suggested 

by Option 6 would constitute a very minimal financial advantage 

to the Territory. Currently comprehensive planning grants 

are being matched by "in-kind" services, which are absolutely 

essential in carrying for ward program objectives and could 

not be eliminated or dramatically reduced even if matching 

requirements were to be waived. On the other hand, w�ivers 

are essential for large-scale economic development projects 

requiring multi-million dollar funding. For example, St. 

Croix' West End project would be severely impeded if Federal 

matching requirements are not waived. Flexibility must be 

maintained in determining the application of the waiver 

provision if the Virgin Islands is to receive maximum benefit 

from Federal categorical grant programs. 

Alternatives to the Present Tax Systems in the Territories. 

Option 1: Apply the Federal Internal Revenue Code direct! y 
to the Territories and have the IRS administer 
the law. 
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The Government of the Virgin Islands for reasons stated at 

page 30 of its October 12th Comments strongly opposes Option 

#1, which would provide for Federal administration of the 

Territory's tax system. If the Virgin Islands Department of 

Finance is staffed at appropriate levels and receives technical 

assistance in training its personnel, the Territorial Government 

will be able to do a satisfactory job of tax administration 

and enforcement. 

Option 2: Fix up the Teclmical Flaws in the "Mirror" Systems and 
provide Federal assistance in Tax Administration. 

The Government of the Virgin Islands supports Option #2 

on the condition that the reforms of the laws, revenue 

rulings and interpretations constituting the "mirror" system 

be worked out jointly by the Virgin Islands Department of 

Finance and the United States Treasury Department. "Cleaning 

up" the mirror system would allo w the Territory to retain 

a legally distinct, locally administered tax system, and would 

ensure that the changes introduced would fit the special 

requirements of the Territorial economy. 

Option 3: Grant the territories complete autonomy over 
their inCOire tax systems. 

While the Government of the Virgin Islands favors 

Territorial autonomy over the administration of its tax 
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system, it rejects the suggestion that a simpler tax system would 

be better attuned to Territorial needs and capabilities. 

With an adequate level of technical assistance the Internal 

Revenue Code will continue to ee a satisfactory tax system for 

the Virgin Islands. The implementation of a simpler system 

would require costly redesign of documents, forms, and manuals, 

retraining of personnel, and re-education of a public which is 

accustomed to the Internal Revenue Code. 

GENERAL COMMENTS 

The Government of the Virgin Islands takes strong 

exception to the statement made at page 11 of revised Task 

Force Report #3 that the Territorial Industrial Development 

Program has not provided "any substantial benefit to the 

territory." This conclusion conflicts with the substantial 

direct employment and tax benefits which the Virgin Islands 

have enjoyed as a result of this program, as described at 

page 17 of the October 12th Comments. 

The revised Task Force Reports have not addressed 

several major issues which directly affect the financial 

position and planning of the Virgin Islands. The Government 

of the Virgin Islands, therefore, reiterates these areas 

which, while they may not constitute a "comprehensive·strategy", 

are essential to the financial well-being of the Territory: 
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Settlement of the litigation concerning excise 

taxes owed to the Virgin Islands Government on petro

leum products manufactured in the Territory and shipped 

to the United States. 

Compensation for the massive costs incurred as 

a consequence of Federal immigration policies enforced 

in the Virgin Islands. 

Reimbursement of revenues lost to the Virgin 

Islands as a result of Federal tax reduction acts. 
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RESPONSE 'IO REVISED TASK FORCE REPORI' #4 

Option 1: Issuance of a Presidential Memorandum 
or Executive Order 

As was indicated in its October 12th Comments at pages 

33-34, the Government of the Virgin I slands is opposed to a 

Presidential Memorandum or E x ecutive Order creating the 

described Federal coordinating unit. 

Option 2: Legislation providing for m.ll.ti -year develop
ment plans subject to Federal review. 

The Government of the Virgin Islands is opposed to 

legislation providing for multi-year development plans 

subject to Federal review, for the reasons stated in its 

October 12th Comments at pages 34-35. 

GENERAL COMMENTS 

While the Virgin I slands Government is opposed to the 

two options presented, the Government supports the goal of 

developing long range planning in the use of Federal funding. 

To this end, the recently created Virgin Islands Federal 

Programs Office has identified long range planning as a goal 

of paramount importance to the Territory and is working with 

both the Federal and local governments to achieve this goal. 
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At the same time, there have been a number of recent initiatives 

originating within the Federal Regional Council and the 

Federal grantors establishing long term planning mechanisms 

for the use of Federal funding. This has been particularly 

apparent in Environmental Protection Agency and Economic 

Development Administration programs in the Territory. 

Greater utilization of the consolidation procedure provided 

by Public Law 95-134 would also contribute to the improvement of 

grant administration in the territories. To date, many 

Federal agencies have either not developed the required 

regulations for grants consolidation or not fully satisfied 

the intent of this statute. In some cases Federal agencies 

have promulgated regulations that have resulted in simplifying 

the administrative burden at the Federal level but not at 

the �erritorial level. This is unfortunate because grants 

consolidation could be a very creative and constructive 

approach to alleviating many of the problems of grant administration. 

The Virgin Islands Federal Programs Office is in the process 

of preparing a Territorial position on grants consolidation 

for presentation to the Congress, the Department of Interior 

and other Federal agencies. 
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RESPONSE 'IO REVISED TASK FORCE REPORI' #5 

Option 1: Interior retains resrx:>nsibility. 

The Government of the Virgin Islands does not support 

this option. The Department of Interior has not consistently 

been an effective advocate for the Virgin Islands before the 

Federal Executive Branch, particularly the White House, the 

Office of Management and Budget, and the Treasury Department, 

and this failure in eff ecting communication and coordination 

has led to less than optimal results for the Territory. 

Option 2 :  Interagency office for the territories. 

The Government of the Virgin Islands continues to 

oppose Option 2. As noted in the October 12th Comments at page 

37, such an office could create an unwieldly bureaucratic 

snarl and would be unlikely to produce ef fective coordination 

at either the Federal or Territorial level. 

Option 3: Designate no lead agency. 

The Government supports Option 3 as a signif icant step 

forward for the Territory. For additional discussion on 

this choice, see page 38 of the October 12th Comments. 
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The Government of the Virgin Islands declines to comment 

on options 1-5 as set out at pages 10-13 of the revised Task 

Force Report #5. Its position on the appropriate organizational 

arrangements for liaison between the Federal Government and 

the Territory has been clearly stated in the foregoing 

response to Options 1-3. Any comments on a suitable structure 

for the Freely Associated States would be in�ppropriate. 

GENERAL COMMENTS 

As an alternative to options 1 through 3 as presented in 

revised Task Force Report #5, the Government of the Virgin 

Islands advocates the institutionalizing of an office on the 

President's staff for coordinating policy development and 

liaison with the territories. Such an office would be use

ful for securing the Executive attention that the terri

tories deserve. 
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RESPONSE 'ID REVISED TASK FORCE #6 

Option 1: Restrict the Federal ecmptroller to a 
strict audit fm1ction. 

The Government of the Virgin Islands do es not endorse 

th is option. The f inanc i al management assistance provided 

by the Comptroller has been valuable to the Terr itor ial 

Government and s hould be continued. 

Option 2: Create offices of Federal coordination 
in the territories. 

The Government of the Virg in Islands do es not endorse 

th i s  option. The Virgin Islands Government has already 

establi s hed its own Federal Programs Off i ce to prov ide 

coord ination w ith the agen c ies of the Federal Exe cutive 

Branc h  and to implement a program of grant management. An 

add itional Federal "Co ordinator" is unne cessary. 

Option 3: Create two policy representatives in the field. 

The Virg in Islands do es not endorse th is option . As 

ind i cated in its October 12th Comments at page 38, it is 

antic ipated that throug h the efforts of the Virgin Islands 



. · .. 

TASK FORCE #6 

- 25 -

Federal P rograms Office effective liaison will be est ablished 

bet ween the Territory and the agencies of the Federal Govern-

ment. The Virgin Islands support s a movement toward an arrange-

ment similar to that enjoyed by the Commonwealth of P uerto 

Rico, which does not rely on a Federal office to oversee it s 

participation in Federal programs. 

Option 4: Preserve the status quo and cause the United 
States Goverrunent canptrollers to continue 
to provide technical assistance. 

The Government of the Virgin Islands support s Option 4. 

Both the financial management assist ance and the audit 

funct ion provided by the Compt roller's office are services 

required and appreciated by the Territorial Government. 

GENERAL C OMMENTS 

While the presence of the Comptroller has been generally 

helpful to the Territory, it should be not ed that there has 

occasionally been sharp divergence of opinion bet ween the 

Compt roller and the financial officers of the Virgin Islands 

Government with respect to the financial condition of the 

Territory. The Government of the Virgin Islands recommends, 

therefore, that the Federal Government confer with Territorial 

officials as well as the Compt roller's Office whenever it seeks 

to determine the Territory's financial st atus. 
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I hereby transmit my comments insofar as time constraints 
would allow on the Interagency Policy Review Report. 
While much of what I say will be applicable to all 
territories, I shall allow representatives of other 
territories to speak for their areas, _and I shall confine 
my remarks to the United States Virgin Islands. 

At the outset, let me say that there are several major 
aspects which limit the usefulness of the report or 
continue to provide a dilemma. The first is that the 
selection of persons or groups to be interviewed by the 
task force committee, at least in the Virgin Islands, was 
such as to render suspect the validity o� any conclusions 
reached based on those interviews. Despite my admonition 
to the task"force to make sure that as broad a group of 
Virgin Islanders as possible representing all facets 
should be seen and interviewed, it turn� out that the 
interviews were very restrictive, both as to numbers and 
diversity of interest. I consider this a serious 
deficiency. 

Secondly, throughout the report, there seems to be the 
underlying dilemma as to whether the residents of the 
territories are really citizens or not. Even those 
residents of the Territories of Guam and the Virgin 
Islands who have been for some time nominally considered 
citizens, find themselves in the report subject to 
questionable interpretations as to their rights and 
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privileges as citizens, and in many cases those rights 
and privileges are subjugated to the constraints of costs, 
even where in many cases these costs are relatively 
insignificant. 

It seems to me that at the outset, a clear determination 
should have been made by the task force as to whether, 
indeed, the full benefits of American citizenship will be 
granted to those who are listed as citizens and if.such 
were the decision, then it should have followed that any 
and all obstacles to the enjoyment of the full fruition 
of citizenship should have been opposed by the task force 
and not, as in so many cases, options which erode this 
enjoyment of citizenship to greater or lesser extent 
presented. To become entangled in the details of the 
exact status which the territories should enjoy with 
respect to the Federal Government without providing in 
any case, for the unlimited enjoyment of full citizenship 
is to make a mockery of the principles on which this country 
was established. Small populations cannot be used as an 
excuse or justification for such denial. In discussion of 
individual questions asked, I shall be more explicit. 

Probably the main reasons for the development of problems 
in the relationship of the Federal Government and the 
territories and for the lack of beneficial results from 
programs made available by the Federal Government lie in 
the fact that so often laws passed or programs made 
available by Congress do not consider the unique problems 
of the territories and how these laws or programs may 
affect the territories. Examples of this are to be found 
in the immigration laws which, while considering the United 
States as a whole, with its two hundred million plus 
population, fail to consider what effect the passage of 
such a law as PL 91�225 might have in outlying areas with 
much smaller populations. This is compounded by the fact 
that once having passed such laws, with the consequent 
adverse effects, corrective assistance is either slow in 
forthcoming or not at all. 

Other examples might be the rigid application of minimum 
wage laws which erode the competitiveness in certain 
industries of the territories; environmental protection 
laws, which fail to take into consideration the isolated 
location of many of these territories and provide for no 
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waiver of regulations which were obviously intended for 
heavily populated areas. 

There are many, many more of these examples. Even in 
cases where the Congress authorized by law the waiving 
of certain matching requirements for grants to territories, 
the Office of Management and Budget has in some cases 
actually vetoed this provision by directing the agencies 
involved not to honor it. 

Question No. 1 

What should the United States Government be seeking to 
achieve in or for each of the territories giving due regard 
to our legal respons1bilities, territorial aspirations, 
u.s. national security objectives, and our coltUilitment to 
-self determination? What should the United States Government 
be seeking to achieve in the Trust Terr1tory before the end 
of the Trusteeship? 

The first problem which arises in regard to this question 
is the underlying connotation that somehow or the other, 
despite United States citizenship, the residents of the 
territories require fundamental differences in their 
treatment. While there can be no doubt that the geographic, 
economic, social and political differences which exist 
between, say, the residents of the territories and those 
of Nebraska or Utah require some adjustment, it must always 
be kept in mind that the end product should be the enjoyment 
of the same degree of citizenship by all concerned. When 
this is done, then the residents of the territories are not 
looked upon as strange people somehow to be accommodated 
into the fabric of American life, who would always remain 
associated with, but not included in, the American sphere. 
Also, a fundamental decision must be made as to whether 
residents of the territories are to enjoy the full protection 
of the Constitution or whether their status as "unincorporated 
territories" precludes them from such protection. I am 
extending the term, "protection" in this sense to include 
Congressional action and its effect on the territories. 

The Federal Government has made a commitment to permit self 
determination on the part of the territories. This is 
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excellent. Self determination, however, to be optimized 
must be made by an informed, intelligent electorate. 
The groundwork for improving the education of, and the 
dispensing of pertinent information to, the electorate has 
often left much to be desired. 

There is another point which should be emphasized at this 
junction, as references to non payment of income taxes 
into the Federal Government appear throughout the report. 
It is true that the territories retain the income taxes 
paid, but this cannot and must not be used to determine the 
degree to which the residents 1are entitled to participate. 
I must remind all that prior to 1942, Virgin Islanders were 
not even required to serve in the Armed Forces of the 
United States. At the outset of World War II, however, 
they petitioned the Federal Government for their right to 
serve and die for their country. Since then, Virgin 
Islanders have fought and given their lives in every major 
conflict in which the United States has been involved, and 
the per capita casualty rate among Virgin Islanders during 
the Vietnam War was among the highest in the country. This, 
alone, should entitle them to full citizenship participation. 

In the absence of a desire for independence, and to my 
knowledge there is no such desire in the Virgin Islands, the 
main objectives of the Virgin Islanders are for more autonomy 
and a full degree of citizenship. This should be compatible 
with the aims of the United States. The details of formal 
Federal regulations, whatever they are, must incorporate 
these two basic principles, and we should not become diverted 
by any controversy over the nomenclature of the status 
relationship. 

The geographical location of the Virgin Islands should be 
used to the maximum in the consideration of the United 
State� security interest. As part of this great country� 
this would meet the approval of the residents of those 
Islands. It would also, of course, aid in the economic 
infrastructure which, in turn, would decrease the 
dependence of the Territory on ad hoc assistance. 
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Policy Question No. 1 

Constitutional amendments to provide for voting in the 
Congress by representatives of the territories, and for 
voting in national elections by United States citizen 
residents in the territories. 

Granting that constitutional amendments are difficult 
and time consuming to secure, it still is clear that if 
the residents of the territories are to enjoy full 
citizenship,'their representatives must be permitted to 
vote in the Congress and the citizens to vote in the 
national elections just as other United States citizens 
do. 

The concept that it is better to deny a group of citizens 
entirely the right to participate in their government 
rather than risk some slight degree of overrepresentation 
is, in my opinion, untenable. Since it is not practical 
to have a partial representative, the minimum should be 
one full, voting representative. Additionally, the 
residents of the territories should be given the right 
to vote in national elections, even if some provision to 
present the weight of their vote from being excessive is 
necessitated. If the only way that these can be 
accomplished is by constitutional amendment, then we should 
proceed with the initiation of such an amendment while 
doing everything in good faith to enhance the chances of 
its passage. 

Thus, I favor Option A. 

Policy Question No. 2 

Senate representation for territoria·l Delegates 

Despite the fact that the Senate, being a smaller body and, 
thus, each member generally representing a larger 
constituency, the basic principle of representation in 
government by the governed applies, and at least one voting 
representative for the territory should be in the Senate. 

It is interesting that the Islands of Martinique and 
Guadaloupe in the Caribbean, while having somewhat larger 
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populations, but are certainly economically much poorer, 
are recognized as "departments", i.e., "states", by 
France. This certainly has not operated to any detriment 
to France. 

Thus, I favor Option A. 

Policy Question No. 3 

Status talks on the subject of the territory•s future 
political status and its relationship to the United States. 

I favor Option B. The costliness of this option should not, 
in my opinion, be a deterrent. 

Policy Question No. 4 

Statehood and independence as status options 

While the criteria set forth in statehood are reasonable, 
other factors suggesting strategic importance of territories 
must also be considered and exert some influence in these 
qualifications. 

I favor Option A, although I see little difference between 
Option A and Option B, except the qualification of economic 
and strategic realities, and these must be viewed from both 
sides. 

' 

Policy Question No. 5 

Causing loca�ly-drafted and approved constitutions to replace 
the Organic Acts for the Virgin Islands and Guam. 

There can be no question that the people of the territories 
should have the right to establish the constitution under 
which they should be governed. In the case of the Virgin 
Islands, the rejection of the constitution in March 1979 was 
based on technical deficiencies in the proposed constitution 
rather than in objection to its principle. It is anticipated 
that in the near future another constitution will be drafted 
and, hopefully, accepted. 

_j 
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Policy Question No. 6 

(Relates to the Northern Marianas) 

Policy Question No. 7 

Judicial reform for Guam and the Virgin Islands 

The draft constitution rejected by the Virgin Islands last 
year did embody a revised judicial system in which the 
Federal Courts would have jurisdiction only over Federal 
matters as other Federal Courts do, and the system of 
Territorial Courts would handle all non Federal matters. 
The element of cost was used as an argument against 
accepting this provision and while, undoubtedly, it will 
be costly, it is just as undoubtedly a goal toward which 
we must work. 

Thus, Option A is recommended. 

Policy Question No. 8 

Identical treatment in Federal grants-in-aid programs to 
territorial residents. 

As indicated earlier, less than full citizenship is accorded 
residents of the territories when they are prohibited from 
receiving the benefits of programs such as Supplemental 
Security Income (SSI) and full benefits are not granted 
territories under Social Security Public Assistance Programs 
such as AFDC and Medicare. The argument of the additional 
cost to the Federal treasury is no justification for 
discriminatory treatment. 

Policy Question No. 9 

Commissions on the application of Federal laws to the 
terr1tor1es. 

Application of Federal law to territories when the residents 
of the territories have not been accorded the right to help 
formulate those laws is, on its face, a violation of the 
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principles of democracy. To create a commission to 
determine the impact of such Federal laws upon the 
particular terri tory and make· recommendations accordingly 
would not solve the basic inequity involved and would 
merely institutionalize the practice, which is non democratic. 

Question No. 2 

How can the United States Government best encourage economic 
development in the territories, given scarce resources, 
small population, untrained labor forces, distances from 
supplies and markets, etc.? 

This question is far too broad to be handled satisfactorily 
in the type of report submitted by the intraagency task 
force or by any such response as may be given here. 

Basically, the solution is in the recognition of several 
aspects such as those mentioned below, although this list 
would not be considered a complete list. In the first place, 
the geographic location of the territories poses problems in 
supply lines, both to and from the territories, adding to 
the cost of almost any venture, and reducing the options 
available in establishing a viable economy. It is of cardinal 
importance that this be recognized in the application of 
Federal laws which may have an unduly adverse effect on the 
economy of the territories, regardless of the noble intent 
behind the passage of the law. 

A second point has been that in the Nation's desire to 
increase free trade among nations, the interest of the 
territories has been sacrificed without the necessary 
consideration or compensation. This is particularly true 
in the multilateral agreements under GATT. An excellent 
example is the proposed reduction in tariffs on rum from 
the Caribbean, thus severely eroding the competitive 
advantages of the Territory of the Virgin Islands. This 
same principle applies to a lesser extent whenever there is 
general reduction of tariffs, which makes the Virgin Islands 
less competitive. 
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The unpredictability of the continuation of the provisions 
of headnote 3(a) operate to deter major companies from 
investing sizeable sums of money in the Virgin Islands to 
take advantage of these provisions since they may be 
withdrawn at any time. Bureaucratic insistence that 
unnecessary and inappropriate regulations be followed in 
the territory precisely as on the Mainland often serves 
to make non viable industries that might otherwise survive 
and benefit the territories. 

Costly research in such areas as agriculture and fisheries, 
which can only be performed by the Federal Government, 
needs to be increased to provide the information and 
expertise necessary to make these industries viable, despite 
the adverse conditions in the teriitories. 

Cognizance of the close link betwe�n tourism and energy 
supply is necessary if widespread regulation is to be 
prevented from destroying or crippling the tourist industry 
on which the territory depends so heavily. · 

The deficiencies in the infrastructure referred to are, in 
the main, related to the adverse effects of the immigration 
laws previously referred to. Assistance in bringing this 
infrastructure up to acceptable standards should be a top 
Federal priority. Note could be made at this time of the 
assistance given to Florida, especially in the Miami area, 
when there was a large influx of Cubans, as opposed to no 
assistance being given to the Virgin Islands following a 
large influx of new residents permitted under the United 
States immigration laws. 

Not only does the Virgin Islands face an energy crisis based 
on its almost complete dependence on imported petroleum 
products, but the excellent geographic location and climatic 
co�ditions make an almost ideal laboratory for pilot programs 
funded by the Federal Government in the energy field. Given 
the limited resources of the Islands for the development of 
projects, the Federal Government, through its Department of 
Energy and with the assistance of related Federal agencies, 
should take the initiative in utilizing these advantages 
both for the benefit of the Nation as a whole and the 
Territory in particular. 

I concur in the recommendations made. 
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Question No. 3 

How can the system of providing Federal financial aid to 
the territories be improved so as to eliminate the need 
for ad hoc subsidies and so as to encourage wiser planning 
and greater fiscal self-reliance in each territory? 

It is agreed at the outset that ad hoc appropriations 
authorized for specific one time purposes, while necessary 
in the past and for the immediate future, are not the most 
desirable way to meet the needs of the Territory. This 
approach will, undoubtedly, be necessary for the immediate 
future in order to bring the infrastructure up to acceptable 
levels and to neutralize the adverse effect of, for the 
most part, past Federal legislation. It goes without 
saying that the Territory itself, faced with the unpredict
ibility of such appropriations would prefer not to be 
dependent thusly. 

Some question can be raised about the statement, "It 
iPresent system of Federal assistanc�7 provides incentives 
for the expansion of the public sector at the expense of 
the private sector." While it might be difficult to refute 
this completely, it certainly has been exaggerated in 
almost every report and is partly due to the aforementioned 
practice of interviewing specific groups with specific 
points of view. 

As far as recommendations are concerned, while it undoubtedly 
is desirable eventually to terminate the ad hoc appropriations, 
the large number of needy projects still awaiting action 
would seem to preclude any immediate termination of this 
type of appropriation in the immediate future. 

I have no quarrel with Option 1, although if it implies 
that large amounts of additional tax laws can be passed, 
this might be misleading. When statements are made that 
the per capita tax load in the Virgin Islands is only 21% 
versus 30% for the Mainland, this fails to take into account 
that the per capita income in the Virgin Islands is only 67% 
of the average per capita Mainland income and, thus, the 
amount of additional revenue which can be raised by taxation 
other than improved collection is, in my opinion, very 
limited. 
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The establishment of a territorial development bank, while 
a desirable step, in my opinion would not be enough by 
itself to meet the needs of the territory. It should, 
therefore, be considered as an adjunct rather than as a 
primary resource. In keeping with the general feeling that 
block grants are more desirable since they permit more 
flexibility, I favor the block grant approach. 

While increased Federal technical assistance is desirable, 
the implication involved in Option 4 of increasing Federal 
oversight over territorial finances is disturbing in its 
connotation of decreased territorial autonomy. 

Without at this point defending the administration of the 
tax laws in the Virgin Islands, it seems to me to be 
imperative to note that the decrease in income tax revenues 
as a percentage of gross territory product may not be due 
entirely or in large part to the "poor administration" 
charged. It also happens that during the period in question 
there was a marked increase in the number of wage earners 
at the lower income levels, mainly immigrant workers, who 
would contribute less percentagewise in taxes. 

In my opinion, the application of Option 1 to have the 
Federal Internal Revenue Code applied directly to the 
territories and have the Internal Revenue Service administer 
the law would not be the solution and would create more 
problems than it would solve. For one thing, it would 
place the Treasury Department and Internal Revenue Service 
in the position of being plaintiff or defendant, as well 
as judge, in matters involving the apportionment or 
assignment of �axes. The present situation is difficult 
enough without creating an additional, more difficult one. 

It seems to me at the present time that Option 2 has the 
most practical merit. 
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Question No. 4 

Does any practical device exist to refine the application 
of Federal grant programs to the territories and the Trust 
Territory, so as to eliminate those without substantial 
value to the territory or the Trust Territory, and to make 
more effective those that do have the value? 

In my opinion, the territory should be the sole judge as 
to which of the Federal programs for which it is eligible 
it desires to participate in. Since a large percentage of 
these programs require local matching, it may not always be 
to the advantage of the territory to participate in a 
particular program. The territory must reserve the right 
to set its own priorities, and failure to participate in a 
given program need not and should not be interpreted in any 
adverse manner. 

One major problem with Federal programs is that the 
bureaucratic Federal regulations accompanying these programs 
often place intolerable burdens on the territory, particularly 
in view of its small size. The flexibility needed to adjust 
the program to the territories needs and resources is often 
absent, and bureaucratic insistence on top heavy management 
minimizes the beneficial effect to a territory and often 
makes it cost ineffective. 

I support the objective of the task force report as indicated. 

Block grants, multi year program plans, and close 
coordination between Federal and local agencies are all 
worthy objectives. It might be noted here again that 
sometimes the intent of Congress is thwarted by regulations 
such as OMB's direction not to waive the matching requirement 
for certain grants to territories. 

My reaction to Option 1 is to oppose the establishment of 
still another Federal unit. Conscious efforts to coordinate 
activities between local and Federal agencies, as well as a 
more flexible approach by the Federal agencies to meet the 
needs of small off-shore areas without holding them bound 
to the same rigid, impracticable requirements appropriate 
for the states would go a long way toward easing many of 
the problems. 
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I consider the long range planning suggested in Option 2 
as being desirable, but I do not necessarily agree with 
the specifics of the declining three year program. 

Question No. 5 

Should any change be made in the organizational arrange
ment that places the focus for Federal assistance and 
liaison for the territories in the Interior Department? 

Increased Federal presence is not compatible with the 
concept of increased autonomy. 

Question No. 6 

With the elimination of appointed governors, is there a 
need for a Federal presence in the territories, beyond 
that provided by the Federal Comptroller? 

The arrangement which placed the Virgin Islands under the 
Navy Department for administrative purposes was improved 
when the transfer was made to the Department of the 
Interior. I believe that the time is now proper for a 
transfer direct+y to the Office of the President, an 
arrangement similar to that of Puerto Rico. In my opinion, 
since most, if not all, of the ultimate decisions affecting 
the territory have to be made at the Presidential level, 
the extra bureaucratic layer now existing serves to slow 
and complicate the process rather than expedite it. I 
consider that the previous conditions which made the 
present arrangement necessary no longer obtain, and in 
the steady march toward increased autonomy an important 
step such as direct access to the Office of the President 
would be beneficial. 

Summary 

The task force report represents a considerable amount of 
work and contains many desirable and acceptable 
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recommendations and conclusions. It is, in my opinion, 
handicapped by a failure at the outset to define fully 
what the rights and privileges are of citizens of the 
United States who reside in the territories. Had such a 
definition been made, it could only have arrived at the 
conclusion that there should and could be no second class 
citizenship, and that citizens of the United States are 
entitled to the same rights and privileges regardless of 
where they live. This would have obviated the dilemma as 
to how to treat the residents of territories, and would 
clearly indicate the direction to be taken by future 
legislation to obtain such full citizenship. \ 

Secondly, the small and restricted base of interviews 
precluded the input of the larger segment of the population 
which would consequently have broadened and improved the 
report. 

Thirdly, the report recognizes but does not emphasize the 
extent to which Federal legislation, over which the 
territories have no control, affects them, very often 
adversely. 

Recommendation 

It is my recommendation that this report be used as a 
starting point only for a much more intens.ive indepth 
analysis of the entire Federal-territorial relations and 
that the deficiencies noted be eliminated in this analysis. 

Sincerely, 

�----;¥-� 
Melvin H. Evans, M.C. 


