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TO the President of the Senate and the iiiiiiii
Speaker of the House of Representatives

The United States eventually wall be financially support _

ing four new and separate political entities in the Pacific

........ Ocean. This report describes how well the first of these
iiiiiiiii:i::new governments--in the Northern Mar iana Islands--has been

ili!}!!!iiiiilable to absorb and manage Federal funds, following its

iiiiiiiiii_ January 1978 establishment.
ili[il
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_ Copies of this report are being sent to the Secretary

: of the Interior; the Director, Office of Management and
Budget; the Governor o1_ the Northern Mariana Islands; and

:_,_:_:_:to appropriate congressional committees, iiiiiii[[[[i[i[[[["
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, kEf;O_,,._. TO THE C,'*'">".......... _" '''"'"' OF SELF-GOVERNMENT

• IN 'I_HE _<JR.HERN MARIANA
I SLANDS

' [" I: (] f; S T

_i On dan_'_a£v 9, 1.9"_8 th}J: peop.].e of the

•" : Horti]ern .Mar iana Zslan<_.s established a :':i::
$.

:: ._.._t_._ of self-qovernme_It t:_n_er a covenant ::::::
:. with the United States° 'Z'he Government of "

the Norther-n Mariana [s.].anSs is the first(]overnment to emerge as a result of the
. _uture

i!:] Fegotiations determininq the _: '_
.. political status of the Trust Territory
: of the Pacific Is_ancs_ * - ] _ Negotiations are
i

: continuing t<> determir_e the future politi-

c,al status of the Federated States of
_: Hicronesia, Palau_ and the _,_at_hall Islands
@_i::: and the amount of Federal ass [stance each

will receive, ii:

iii:::::_: '2he Gov<_rrH_.en_: of the Northern Hariana

Islands depends heavil.y on the Federal

Government for finar_cial support. Under

hiH-) terms of the covenant_ about 72 percent
of total revenues o.[ ,_Z6 million came from _::

::_ diirect payments bv the _ederal Government :_:;

in fiscal, year 1979, As of June 1979_ the

a....._.,:_tanc. through 87 Federalfinanciat "{_*:"_ _ e

grant programs which totaled about $18

It is to be expected that a newly established

government will have organiza.tional problems

:ii:i and problems in handling fiscal affairs.
i This is true with respect to the Government

of the No[the_:n *" " - Islands° The develop-

{_::!: ment needs of the .[._l.am._ are great but until
iii:i.
:;:.:: the Govern_'_ent overc, omes serious financial

ii:_::::: managemer-t problems, GA(" doubts that it will _,
be able to effectively absorb and manage the

.....: rec._.,_._,. The total amount of

Fed(._ral assistance the Government receives is

relatively large compared to its management

capabilities and "the Northern f'lariana Islands
population <,f 17,f)00,

ID-80-20

::_ : c_ve_rdate should be noted }_{-'_eo,_. i.

i{::
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Other factors _01ave_limited the effectiv_ use

of funds by the Government of the [_orthern
Marian_ Islands_ These include t._-eprolonged

absence of an approved spendin<_ _,la0_.because

of a political battle between the executive

and legislative branches and the lack of an

approved master de_eaop.ment plano (See pp°
7 and 8_)

Ideally GAO believes single-souh'ce funding

would be a simpler a_d pe_-haps mo_:e a_ro-

priate method for delivering the .....!._,_t_,_,,l_l
Federal assistance now received under?

numerous Federal g_nt_ Short of changing

the Federal laws which provide g___ants to the

Islands, GAO sees no effective means for _ the

Federal Government to control the ].evel of

funds the Government of the Northern Mariana

Islands receives or to make sure t_-at these

grant funds meet the most urgent needs ,of
the Islands, (See ch_ 3,)

Recordkeeping and controls are unreliable_
Officials cannot accurately report on the

Government's financial condition or the

amounts of funds received o_" spent, Despite
_ d "a_the amount and v_riety of _e e_._._,fun_s the

Northe_<n Mariana Isl_nds receive_ its govern-

ment has been unable to operate within it.s

budget The Government has an (,,p{=r_tlng
deficit which could lead to a fisc.ai crisis

if its serious financi_l problems are not

corrected° (See p, i6,) A major cause of

these problems is the lack of qualified

personnel to supervise and ca_:"ry out ne<:es:-

sary accounting functions, (See p. ]7.]

The Federal Government did not provide
a._l_tanc _ orsufficient technical _--_'_ . -e effective

oversight before the Northern Mariana Islands

established its system of oel_ government,

Consequently the Islands failed to develop
an adequate economic base_ a skilled _}_bor•_.

force and the roads_ util. ities_ health

facilities, and other institutions and _:_:_
facilities necessary to stimulate e_nd sustain :.i

economic growth, Ur_til an adequate financial ;_::_:

management, system, is established _ deve].opment :_::!i::i::i
[_ar_a_a Islands will likely ][::in the Northern _ ""

be restrained and available funds _sted, i:_:

ii _:



:r,
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_'" _.,_._m..nrece_tly de[ ined its_le ex_cu.tive .......o"

po].ir_v with resoeet to its te[r [nories and

: the Trust T{_rr.it<)ry. GAO believes that the

oolicy _:_._.te__lentand _:_roposed _ctions by the
: : executive branch could _<l,qnificantly affect

the develooment of the Northern Mar ian_

[..... Islan4_so (See ch. 5_)

The U.S. Goverm_ent Co{_|ptralle.r re[ Guam, who

:is under the Department of the Interior
Office of _: ,:_ " o-_E ..... e

for audit.ing ail"go:vern__e_t -_count_. of the

Trust Te_:ritory of the Pac.[.ffic Islands, includ-

i.ng the No[thern:Ma:riana Islands. The U.S,

:_::._ Gove_nment Comptr011er fo_ G_am also provides
::;::.... technic,_l assist:_nce in tn_, financial manage-
:!.:]
:_::::: ment area, on [eg.ueSt. Although it is the p_i-

mary _esponsibility of the Government of the
Northern Mar ian_ Islands to correct financial

management deficiencies and to pr.event •their

iiiiii::i_ recurrence, outside technical assistance is

needed, ..............................................

ii:!_: The trusteeship ag_eement under: which the

:::: _ _ : _ _ _.
: United _,t.at.e_ ha,._ a<]_:i::ni,.steredthe Trust

_:.i;: Territory of the Pacific Islands is expected

_ ::. to end by ].98.].. Ten,ruination of the agreements

iiiiiiii::]::ii: will also end the authority of the U,S, Govern-

.iiiii :/ i: (See p......

:::::::::::: _ ......... ,_: @ ......
!!!!!!:_i:.ii REuOMM.E_DAI:E,_No TO THE <ONGRZSS

iS!:_:i:i::!: To insure that acco:unts are adequately
i:::::I audited and app[op_:iate actions taken to

:::_:i correct [epor-tled deficiencies, the Congress
ili!ii should e×tend the author.ity of the U.S.

iiiiii_::i] G OV e: n me n t C o m p t _o I ].e r .[o r G _]_m "to a ud i t
iiii:ili:::_ accounts afte_ _ the trus-l-eeship agreement

iiiiiii_ii_i:! ends. T_e Cong_:ess should also review
:.!:.:...:.!. tn_ poli.cy decisions made by £he execu

iiiiiii_i:ii!ili tire branch to resolve problems associated
!ii:_::ii::i_i with U.S_ relations _ith £_e Northern

iiiiiiiiii[ii:!!ii:::Mar iana Island•s. If the.action programs

!_:i:!!iiii::!i!i!i establishedto implement the stated policy do
i::!_iiii::.:_ not adeg.u.ately he]..p the Northern Mar iana

_:i!_:::i.ii::_: islands in developing its economic base,

!::i_ii::: the Congress should cequire that. the execu-

_:i_!_:: rive branch estab!ish improved technical

_:_i_:_'. ass istanc e prog r ares .

:<:::::

= : +..



_ATTER_ FOR CONGRESSIONAL

CON S IDE RAT ION

The Federal Government will eventually be

providing _: .__inancial <<_pport to the govern-

ments emerging from the Federated States
of Mic0.._nesia,_-r,- - Palau, a_'_d the Marsh_i"-_ _
Islands, The Consress should consider

GAO's findings when deliberating about
the levels of Federal assistar_ce because

these problems may not be unique to the
Governlr_ent of the Northern Mariana Islands.

In addi.tkm, at that time_ the Congress

should consider (i) the need to continue

Federal oversight through an organization
such as the U.S_ Gove_rnment Comptroller

for Guam. and. (2) the as._ociated need to

i_i provide effective help to promote develop-
i:::: _]]ent.

COM_E_To BY THE DEPARTMENT OF THE

INTERIOR AND THE GOVERNOR OF THE

NORTHERN MARIANA ISLANDS<

i_i_: The Department of the Interior found GAOls

:_i: report to be a useful summary of govern-
ment efforts to es:tablish itself and...to

' analyze its prob],ems_ Interior officials

!_ said that they have been concerned about i
_ many of the items discussed in the _eport

_ii: and have been trving _o help the Govern-
ment of the No_:.thern Marliana Islands::to

deal with them_ " _c ' _-_"_' ' _ _.-Inter_gr s ..,p{-._.IflcC_m_

:: ments are included, in the report, (See

z app. II, )

. The Governor of the_..Northern .Marix_na_:Islands

generally _greed wikh::.GAO's findin.gs:_ He
.: said the report is £airly::p_esented and

Z recognizes the organizational a_,_..::account_n:j

{: problems that resulted from..::.:.the:t[ansfer of
inadequate records _rom the Trust [Ferrlto.r_
Government. He also i.n_ormed GAC of several

actions his administration was planning and

ii undertaking to improve.....government opera-tions, (See app. Ill. )

Comments from the _overnor :and the Depart-
::i ment of the Interior are discussed further

_ in chapter 6_

:{
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