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ECONOMIC SL_POXT 5/Z/

introduction

- Today would firs_ like to ravie_J your s<atement of last Friday on d_a

economic impact of tb.achange in the DOD [_!ans and time_ah]e for Tinian

and your reques$ for compensatory economic supporn

- Uou!d d_.en !fka to ask ]'r._:i!son to revie_ the basis for the U.S. offer

for financial assistance during Phase T_

- And _na_ly ,_,_ouldlike _o discuss _Tith you what you see as your ad_._lon__

needs _hich _cou!d no_ be ....._ov_a by the curran_ agreed levels of suppor_

found in Article 7 of £he Covenant.

I. Com_en_s on your presentation

- You have said that "you _¢era persuaded _ha_ _he construction and opera-

tion of the base during the near _erm _4ould provide substantial new

employmen_ opportunities for _.hepeople of Tinian, new sources of

income for all the people of _b.eMarianas, and dramatically improved

-- _%_._you said further "now we are toldpublic services on Tinian". _;
t

there will be no permanent military base for ten years, 20 years, or

perhaps never."

-- I would like for sake of cla_'i_y so that _here will be no misunder-

standing tha_ I am not sure when the DOD migh_ decide _o go fo_,;ard

with the full development of the Tinian base.
/

-- IC could be sooner than ten years.

-- It could be nax_ year.

-- Plans as I have said are under review.
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-- _,K:at i can say is =hat a= =ha _rase_t time uha ::Lans do not go

beyond zhe ha_bcr rehabiliuation and the upgrading cf Wesu Field

soma pcssibie minor _alazad improvements and uha usa of Tinian

fo_ cow, nat .n_l_ary exarclses.

-- In _he meanwhile there _ill be some economic benefits.

--- Rehabi!i_a_ion of harbor--possible i_o=, possible local

ma_erials, possible incoze f_om work force.

--- Same would be true for upgrading of Wast Field.

--- Will save money for future Commonwealth government--in te_--_

of own capital improvement funds.

--- But overall do not deny tha_ in terms of exnectatiens the _ork

opportunities and added income and notential service, the

chanse in DOD Tinian n!annin_ may indeed have _nanFed

the totality of your ==:_.,_-___"Ioutlook for the near t_rn

in a numfser of important respects.

But let me say again as you did in your paper that neither paz_y in

deter,-uining the basic financial needs of the new _overnment _ook into

account the expected addi=iona! funds to be derived from a military

presence.

-- You said on page l0 _haZ "We framed our requests for Phase II

support without regard _o income which might be anticipated _hzough

increased economic activity resulting from Tinian base cons_=uc=ion

and operation or through rebates of federal income taxes paid by

U.S. military and civilian personnel permanently stationed at the

Tinian facility".
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"7.°.
-- ,_ w_nt on to _ay t'_-aZ_':_"..__-ecriu!ca of th.n I.T.'SC_'"

econcm!c an.ly_i--,for ig---o_'izgth_a additional _curc_

of i='-ccue.

-- T.'ue w_ thougi':t_i_£ this addi_isnai _ource should ,_o_bc

Igno=c.d bur our _jo-" criZicis_, was moZ thi_ buu the basic

a_u._)'.i_n_ and aeon,:tic ?to,actions bf your future u_ for

-- 47.7 mil!icn for C'IP

-- 46 mi![ion for _co_.c_ic D_velc?-_-entLoam _

-- Average of 23 _illion per y_ar.

-_.vi¢_ of your projections for"a 50-60% increase in goverm_e,:.t

e_loyme.nt and an increz=e "it _v ............,_ .... _'

an£ a _:_pid ine.-ea_a I'%._of/,_la'_ionthat co-._Idonly 5e u&t by a ?_njcu"

influ_ of people fzcm outside _he _.._rianaswe came to the conc!u_icn

that your _tataman_ of naedG -- far outdistanced the capacity of

your economy tO support the_.

We fa_t that _'_- _._n- " t.__ would lead to g_ea_er dependency - rather :-'--

to?;ard your goal of &elf-sufficiency.

Our fir._! proposals a_d levels were based on our best estimates of

_d that we finally reached aZ-ree=ent on w._ ueyour meeds and I a_ _..

both considered to be aDp_opria_e levels. In all fairness I am sure

that the level of expectations for the added income from the projected

military presence made iz easier for you to reach a final ¢omp_'omisa

with us. But we though_ then and we think now the= the levels ca!la_

for in abe Covenant will mee_ your requirements.
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i thinl_ _ha conaZruc_ive _,ing to do no_ is to look fo_,:ard rat!'eu-

than back_:ard--since there are :_c::'athinF_s _ha_ are beyond ou_-

con_'ol--aad one of these is defense planning and the allocation

of defense re:3ourcas. Things can ci_anga--bua I thin!: i_ only ::isc

_ou to count on any change i_ tl:enear term.

I _¢ould like to no_: ask :'z-.Uilso: to revie-,1the financial provisions

of ._haCovenan$ _'ith rasnec: to your fuaure financial needs as a basis

for our further discussion this afternoon.

4

033730



[i. Analysis cf Gover_.,_,en_ of the Northern Maria.-.._Islands Financial Needs

- _._ish _o s_a=_ ou _. by r_viewing conclusions we reached in ea':!iar _.'ounds

rega.-d!=g nature a_d exten_ of Govern._enZ of the Northern Fia_iana

Islands needs and the purposes for which U.S. assistance would be required

ar.i amourous previously talked abou$ in term_ of their adequacy in

meeting _.hose needs.

- You will recall that we went through a rather laborious and sometimes

contentious exez'cise of trying to d/ten'mine wha$ your goverm..ment needs

and expenses were likely to be in She early years of Phase Ii.

- Your own estimaze of required expenditures as revised for Round IV

ranged from $19.8 million in FY 1978 zo $22.3 million in FY 1982

averaging $21.5 million for the period.

- We in turn estimated your potential income, if one inaludas the amcunus

of U.S. assistanaa agreed _o last _iay and now included in the d_'aft Cove-

haunt, a_ a__. average of $26.25 million annually over the first seven years

of Phase: Ii.

- Of that am.ount we estlma:ed $1.5 million as your average annual revenue

derived from the U.S. mi!itau'y presence: tax rebates, income _ax, local

purchases, etc.

- But without this $1.5 million the balance would still be almost $25 million

annually or well over you_" own estimates of your expenditures.

- You will recall that you argued yourselves in May that the principal

component of this $1.5 million figure--the tax rebates--would not be

available in any appreciable quantity until the end of the seven year

period when the Tinlan base became operational and we all recognized

even then that there could well be slippage in the projected schedule
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of develop:_enz.

- _%a real question then is what your other sources of income will

be.

- We szart c%t with the amounts agreed to last May fo_ di_ect U.S.

_._nc_=_ assiszance.

-Fizst of these was $8 million for supporz of government operations

which is considerably in ezcess of the present level of support under

the TTPi budget.

- We spent mu_n time talking about _his item and thought we had

agreed we didn'_ want this figure increased radically because

if your financial requirements for government operations out-

distanced the capacity of _he basic economy to support it, the

Marianas would never reach its _oal of reasonable self-sufficiency

or succeed in achieving appreciably higher st_:dards of living.

- _$e agreed _ the end of _ound IV to increase _he level of U.S. support

to $8 :million only on the basis of the argu=anz that special a_sistance

was needed to replenish the level of stocks that had been d_m_n too

far dc_-n ar.d to take accoun_ of rising personnel pay scales not

associated with possible inflationary trends, taken care of by our

cons_an_ dollar arrangement.

._,e second item was capital improvements which was raised in _he

closing days _to$4 million annually by ad4ing $500,000 each in earmarked

funds for Tinian and Rote.

- We discussed earlier the problem of staying within your own capa-

bility of absorbing and managing this amount of money, which is

greatly in excess of current levels under the TTPI budge_.
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- Tie talked _ouZ the need fo_ careful planning and spacing our

of programs and projects.

- We talked a_Dou_ addiZional grant funds that could be made avail-

able for CIP type projects under other federal programs for

which zhe _[arianas would be eligible.

- So we have difficu!=y wi_h _he idea that much more should be

added to Uhis catego_y of assistance.

- The third major !tam was the economic development loan fund, which

you will recall iz unique in several respects.

- I= is a grant to the Government of the Northern Nariana Islands

whi_ is not rapayWDie and will 5uild up inZo a very tidy sum

over the years.

- I_ makes available $1.5 million per year for loans in _ha

_rianas--almost 9 times more than is presently available under the

TTPI EDLF

- It earmarks $500,000 annually for agricultural and marine cooperatives

in an effort to stimulate these important elements of your future

economy.

On top of these is your pro_sed eligibility for all the federal pro-

grams _ailable to other territories.

- We estimated this at $3 _n_illion annually, which we s_ill believe to

be a very conservative figure.

- Guam now ge_s between $15 and $18 million per year out of these programm.

- You should be able to do jusZ as well or better.
3

- We feel in addition _ha= you would be well advised to make the maximum

use of these program_ wherever possible rather than t_--ying to rely on
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dizect g_an_s if, again, your goal is rela.'ive self-sufficiency.

_._.uswe would find it difficult to pun =.&re money into diren_

gra=_ts if i_ would =.aa.n lessening you_ eligibility for other

federal programs.

Lez ma zaview again wha_ these p_ogra=_ can cover potentially.

- Numerous prcgra_ evil!able.

- Participa=ion depends pzimarily on Marianas effort.

- Examples of program are:

- LEAA (Justice) prog_ for planning and construction of court-

houses, jails, police stations, ate.

- HUD program_ for housing loans, urban renewal and development,

etc. Entire ci_ies are being rebuilt in the U.S. under urban

renewal prograF,_. Low interests loans for upgrading of 9rivate

dwellings are among urban renewal benefits. Also included are

provisions for developing of housing for low income fa-_ilies

- H_E_.#program_ for hospitals, _raining, rehabilitation and special

prgr_ms for the poor.
/

- Of special significance hera in view of great interest are HEW's,

progrm_ for and to education; schools, special program-s, _eache_-s

etc. Some of these are:

- Manpower Development and Training Grants

- Head Start Grants

- Adult Basic Education Grants

- Bilingual Education

- Work Study Programs

- Upward Bound

- Vocational Rehabilitation Services.
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-On-the-job _- _

- Non-Food assistance no School Program_

- GranSs for Public Libraries

- Teacher Educa_aion

- >_TA

- School !unchas

- plus a number of other programs

- Labor programs for training, rehabilitation, job placement, etc.

- Agriculture programs for relamation and soil conservation, improved

_as_urage, _ater reservoir construction, food s_amp progra_r_ for

low income far_!ies, crop insurance, etc.

- Transportation Progra_ such as FAA one_'ations, equipment and

facilities aid, harbor improveuen=, etc.

- Others are S.3.A., F.H.A., roads programs, library programs, se_:er

and _ater programs, social security, postal services and Con:munity

Action Programs.

- There are many more too numerous to recount here today.

- One of the important taskings of Phase I is to investigate and

report on all possibilities.

- No present way to cost out potential future Government of the

Northern Mariana Islands benefits, but $3 million estimane is

vary conservative in our vie_.

The other sources of income listed in our estimate of last spring we

still feel to be valid.

- Your estimate of local revenues and our own (excluding military related
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sources) were very close.

- We put it at an average of $5.75 million per yea.-, and still believe _his

is a vlahle figure.

- The last item was somewhaZ more controversial, but we remain convinced

that it is a valid i_em for inclusion.

- lq_.isis the estimate of income to be derived from your public property

whether by its sale, rental, lease, concessions or what not.

- You will be getting back shortly an enormous amount of public land

in all the islands of the Marianas.

- if that land is worth anything like what Mr. Se!din says it is worth,

the potential income shcu!d be staggering.

- This is without reference to the land you make available to us, which

should under -_ny circum._tances provide a nice sum annually if proDer!y

managed.

- Reme_mer you will receive in the very near future appzoximate!y

41,300 acres of public land includin_ aDDroximately 4,780 acres of

military retention land. All this is quite apart from whau you have

agreed to set aside for the U.S. military.

- We figure the value of this public land_:in terms of its income to you

at a conservative $2.5 million annually, it could go much hiRher i_f

your estimate of its value is anywhere near correct.

All this means in our judgment that eve.n without the estimated increase in

revenues from the early military build up you should in our judgment be in

excellent financial shape.

i0
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.... __,,a_'SC 2e:"aeS_.fc----Cc,r.Ten_.-ntorySv__?.c'_'t

- One million per year for seven years

- Considered by _SC _o be r_ughly equivalent to the est_'_ed

ne _- los_ in revenues resuit'._g from =he recen_ change in She

U. E. plans for Tinlan.

- To be used for

-- $500,000 fou"economic development

" $500,000 for government operations

- Economic develop men_ - £o be largely _,_arked for reads of

people on Tinian end the o_her munlcipali_ies who have loss

job opportuniZie_ because of change

-- what do you have L_ n_ind?

vocational and technical zraini_g programs or what?

- You do no_ say how you would use the increa$ed fum.ds for

gover,_ent operations -- but you do say on the other hand

"_robable expenses of _he future goverm=ent are so_ewhaB reduced

by the decision of _he U. S. not to build the base". There

may be some confusion here.

- Perhaps _he second $500_000 was for "A C_uni_y Development

Corporation" _o "_prove services on Tinian - and housing on

Tin_Bn and elsewhere in the l_rianas -

-- Perhaps you could tell us more about %Chat you have in mind

in this area--or in other areas.

--BREAK FOR DISCUSSION-- , -%
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. _[.a_,_ .... already avaz_able to T_ ....n -- cot._

Federal Pz-cgrams and Service_

oee no logic in _" " _- =zvzno fund_ for purp==e-° _hat could be me=

ou_ of U, S. Federal prog--ams

C. S_e PosSibilities

i. $500,000 _!ore for Loam Fur_d

2. $500_000 for specla! educational, in-service training and

pu'ol!c administration scholarships and internships for transition

and for the start-up years of th_ ne_; Ccu_onweal£h.

3. .:__,_C00 for Cc:,zn'ani_yDevelon_ent. Cornoraticm.

$250_000 for special educational training for Coz_onwealth.

D. What are your thoughts?
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FEDERAL PROGRAMS AND SEKVICE_

Selected from Guam program list and i±kaiy

=o _aapp!icable to the Commonwealth.

!. To improve individual standards of living in the

areas of health and welfare: '4

Maternal and Child Health Services

Family Planning i
Social Security - Old Age Survivors _

Social Security - Disability Benefits

Old Age Assistance
Aid t¢_ Families with Dependent Children

Medical Assistance Grants

Child Welfare _rvices

2. To provide for self-improvement, =raining and

educa6ional opportunities: -,

Manpower Development and ...._.=ining G_ants

Head Start Grants

Adult Basic Education Grants

Bilingual Education

Educational Opportunity Grants

Work Study Program

Upward Bound
Vocational Rehabilitation Services

On-the-Job Training
Non-_ood Assistance to School Programs

Granns for Public Libraries

Teacher Education

Institutional Training - Manpower Development and

Tr_ining Act (MDTA)

Economic Opportunity Loans to Small Business

Small Business Financial Assistance Program

3. To i_prove community life:

School Lunch Program

Child: Breakfast Program
Social Services for Public Assistance

Home _ortgage Insurance

Economic Opportunity Programs

Grants for Community Planning i

Grants for Law Enforcement Assistance
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Neighborhood Youth Corps
Environmental P_otection Research

VIS_

Community Action Programs

Feda_ai Crop Insurance

4, To contribute to improved infrastructure and

capital improvement programs:

Construction of Public Libraries

Supplementary Educational Centers - cons_zuc_io_

Urban Renewal Programs
Basic Water and Sewer Facilities

FAA - Airport and Airways Construction
Roads - Harbors

Construction Waste Water Treatment Works

5. To provide essential public services:

The Postal Fund

FAA - Operations
FAA _. Equipment and Facili=ies

Scho01 Assistance _o Federally Assis_e_ Areas (SAFA) -

Za_n_en&zce and Opera_iozs
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