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Filo:NMGU/A17-10(16)  U. S. NAVAL MILITARY GOVERNMENT UNIT

EFH:mo SAIPAN M, I.
Sericl: 59
23 Jenuary 1947

From: Deputy Chief Military Government Officor, Saipan.
To: Commander Marianas.
Vias Island Commander, Saipan.
Sub ject s Trade Store Discount; disposition of.
Reforence: (a) USCC Represcntative, Marianas (Schwartz) serial

(b) USCC Reproscntative, Marianas (Schwartz) Memo. dtd.
17 December 1946.

Enclosurcs: (A) A copy or refercnce (a).
(B) A copy of reference (b).

1% In the past the Us S. Commercial Company has added 2 25%
mark=up for foodstuffs supplicd the Native Trado Storc as outlined in
rcference {a), Five per-cent of this mark-up was deposited in the Naval
Working Fund for cventual use as relicf after the discontinuance of tho
gratuitous issue of food and 5% went to the Trade Storec. In the past
this has proved to be a very successful operation,

e This unit docs not concur with paragraph 3 on page 3 of
reference (b) which states in part, "At prescent too much concern is
cvidenced in attempting to hold the income of privatec entraprencurs down
to that of skilled craftsmen. The 50% sales tax on gross sales should
be abolished, and should be superseded by a mokc cquitable means of tax=
ation for local revenuc purposcs." It is beliceved that in no way has the
5% profit tended to restrict or suppress privatc enterprisc. The follow=-
ing information is submitted to support this statement:

(2) The $10 par stock of the Chalan Kanoa Trade Storc,
& community-ovnecd association, now has a book valuc of approximately $27.
In other words, cven with a 5% mark-up, the Tradc Storc has carnod bettor
than 75% on its capitalization in cach of its two years of operation.
This profit will be cven groater with the inercased volume of busincss
that has alrcady commenced with the discontinuance of gratuitous food.

(b) The Susupe Trade Storc, operated on a part-time basis
by a private cntroprencur, has consistently carncd its proprictor morc
than the carnings of the Village Chief, who recoives $45.00 por month.
With the sale of food starting this month, it is cxpected that his carn-
ings will average at lcast $100.00 per month, or $200,00 per manth if

he 5% paymont to the Navy is climinatod.

(c) Tho Aslito Trade Store, owned and operated by the wifc

of onc of the farmeps, in its first month of 3pcration carncd approximatc—
1y $100.00 after the 5% payment to the Naval Working Fund, Her profits
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will also increasc with tho discontinmuance of the. gratuitous food. It
is cstimnted that with the full 10% mark-up rectained, her carnings will
average $250,00 per month.

3 It is cmphasizced that the prescnt 10% profit mark-up is
1ot applicable to Saipan duc to low labor costs and a concentrated pop-
ulation. As an illustration, a mecat markct will open shortly at Chalan
Kanoa, opcrated by a private ontreprencur, It is cstimated that with a
ration of onc and onc-half pounds per person per weck, the owner will
nct a profit of onc thousand dollars ($1000.00) per month if ho is pore
mitted tho usual 10% mork-up. It is impossiblc to provide immcdiate.
competition duc to the lack of additional refrigeration cquipment. No
rcasonable rental or taxation system could be devised to bring his income
down to the normal thirty dollars (30.00) per month of a skilled laborer.

Lo It is also suggested that a standard 10% mark-up for all
typcs of busincsscs in all localitics is not normal busincss practicc,
In the United States, for instance, a wholcsale grocer operates on a
2--5%4 mark-up, a rctail grocer.on 15-25%, a rostaurant on 33-50% and a
jowcler on 75-150% mark-up. On Saipan too, it is not sound business to
force a hardwarc dealer with his low wvolume of business to accept the
samc mark=-up as a beverage dealer with his high volume of busincss, Like-
wisc a ccrtain percentage might be applicable on one island but be cntire-
ly inapplicable on anothor island which has a differcnt wage scale. 14 .
also scems inconsistant that the local Military Government Unit ean coxcreisc
control over the priccs and profits of local processors such as barbers,
fish dealers, jeweclers, cobblers cte, but has no control over prices and
profits of dealers in importcd products.

5e Upon the verbal rccommendation of an officer of the 1fHil-
itary Government Scction, Commander larianas, this Unit plans to discon-
tinuc immediatcly the collcction of the 5% poyment to the “aval Working
Fund. However, sincc the rctailers of imported products arc alrcady rc=-
cciving income f-r above that of other workers, it is strongly rccommended
thet this Unit, working in cooperation with the USCC, bec authorized to
determine in cach casc the. proper mark-up which will fit local conditions.
This would in no way affcct the present 15% mark-up of the USCC, but would
placc upon this Unit the responsibility of cstablishing the percentage
over and above the 15%. This procedurc would result int

(a) Placing the responsibility for any possible cconomic
ills morc readily upon this Unit.

(b) Provehtion of unrast among other private cntroprencurs
whosc profits arc controlled,
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