
























































































































cited Interior's inability to forcefully represent Guam's case 
in Treasury decisions on arbitrage bonds and other tax policies. 

Some territory officials believe Interior is no longer well 
suited to meet their needs, especially economic development 
needs. They cite Interior's main areas of interest--land man- 
agement, parks, and minerals as inappropriate for the territo- 
ries. Others said Interior represents the "colonial" past when 
the federal government was in direct control of the territories. 
They believe a new organization is needed to erase this past 
image and to establish a more forward-looking approach to the 
territories. 

Interior trying to develop 
a partnership relationship 
with the territories 

Interior officials recognize that their authority is some- 
what limited in dealing with other federal agencies. Nonethe- 
less, they believe they can keep lines of communication open 
between the territories and the federal establishment and faci- 
litate territorial needs through technical assistance, economic 
development initiatives, and advocating the removal of legisla- 
tive and program constraints. They believe that Interior is the 
best agency to deal with overall territorial matters because of 
its record of experience and expertise built up over the years. 

OVERSIGHT ROLE: A REFLECTION 
OF UNCERTAINTY IN THE FEDERAL- 
TERRITORIAL RELATIONSHIP 

Interior, through its Office of Inspector General, performs 
an audit function for all the territories except Puerto Rico. 
This role in relation to Interior's overall administrative re- 
sponsibility has led to questions about the appropriate degree 
of federal oversight in light of increased territorial autonomy. 
Officials from the Office of Inspector General believe Interi- 
or's responsibility for financial and program oversight is 
not well defined. At issue is Interior's authority to enforce 
actions by the territorial governments in response to audits, to 
ensure that the governments spend monies according to federal 
guidelines, and to improve management of local and federal pro- 
grams. These officials believe that OTIA is not exercising an 
effective oversight role due in part to an inability to enforce 
compliance with audit recommendations by the territories. Inte- 
rior Inspector General officials believe a conflict exists 
between exercising oversight versus supporting greater autonomy 
for the territorial governments. 

Interior officials believe that the level of federal over- 
sight is a policy question which should be addressed by the 
Congress and that more definitive guidance is needed to specify 
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the level of federal administrative management of territory 
activities. They believe that Interior is placed in a dilemma 
of supporting greater territorial autonomy while at the same 
time exerting oversight over federal activities and government 
operations in the territories. 

ORGANIZATIONAL OPTIONS SHOULD 
REFLECT THE DIRECTION OF 
FEDERAL-TERRITORIAL RELATIONSHIP 

Given the te.rritories' general dissatisfaction with Inte- 
rior, a number of changes have been considered in the past 5 
years. A 1979 interagency task force on the territories 
addressed this issue and offered several options. One of the 
options, elevating the territorial responsibility within Inte- 
rior, was implemented by the Carter administration. Despite 
this effort, many territorial officials and some in Congress 
continue to call for change. Should the Congress decide to con- 
sider organizational changes, we believe that it should first 
address whether the current level of federal oversight and 
presence in the territories is adequate. The amount of over- 
sight exercised by the government is critical to addressing the 
organization question. A significant increase in oversight 
would require greater federal presence in local affairs, which 
appears to be contrary to the trend toward increased self- 
government and the U.S. principle of self-determination. 

Centralization or 
decentralization 

Another organizational question related to territorial pol- 
icy is whether the federal government should move toward greater 
centralization or decentralization of territorial affairs. The 
coordination of federal activities, particularly for policy mat- 
ters, is another element to be considered in addressing organi- 
zational options. If the Congress believes that greater coordi- 
nation of policy and program issues is needed, a centralized 
organization merits consideration. This could be accomplished 
by placing all the territories and insular areas, including 
Puerto Rico and the Trust Territory, in one agency. Some have 
suqgested an interaqency body, drawinq expertise from many parts 
of-the federal establi-shmeni- for this 
could be independent or could be part 
centralized organization reporting to 
example, might have the potential for 
greater institutional influence than an 
like Interior. 

A decentralized approach might 

function. This-office 
of the White House. A 
the White House, for 

better coordination and 
executive branch agency, 

be considered if the 
Congress wants the territories' administrative relationship to 
resemble federal-state intergovernmental relations. Puerto 
Rico's relationship to the federal government would serve as a 
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model for this approach. A disadvantage in this approach would 
be the lack of strong coordination and oversight over programs 
and policies. 

TERRITORIES WANT TO 
BE REPRESENTED BY AN 
EFFECTIVE ORGANIZATION 

We solicited the territories' views on organizational 
structure but found no clear consensus. Many officials favored 
placing oversight responsibility for all the U.S. territories in 
the White House, similar to Puerto Rico. They believe doing so 
would elevate territorial concerns and provide more influence. 
Puerto Rican officials, however, do not want the Commonwealth 
included in an organization with the other territories. A high- 
level Puerto Rico official said this would be viewed as a set- 
back for Puerto Rico and a "colonial" act by the United States. 

Some officials believe that the territories may not need 
formal agency representation because the local governments now 
deal directly with the federal establishment in many admin- 
istrative areas. An NM1 official said the territory might not 
require single agency oversight because it could deal directly 
with the Congress on budget matters. American Samoa's delegate 
to Congress and other officials suggested that there may not be 
a need for any federal administering,agency. 

Despite the disparity of their views, territorial officials 
agreed that they want the government to be more responsive to 
their needs. A Virgin Islands official summarized many of the 
comments we received when he said that organizational issues 
should not be analyzed in terms of agency placement. The most 
important question to be addressed is influence. Any organiza- 
tion representing the territories within the federal government 
should have the legislative support to ensure that it can con- 
sistently provide meaningful assistance. 

CONCLUSION 

Organizational options represent one dimension in the com- 
plex relationship between the federal government and its terri- 
tories. Territorial officials are primarily concerned that 
their views are heard at the highest possible level within the 
federal system. Many believe the Department of the Interior's 
Office of Territorial and International Affairs is not institu- 
tionally suited to meet this need, however, no clear consensus 
exists on what type of organizational arrangement is needed. 

We believe a change in organizational responsibility for 
territorial affairs might remedy some of the territories' con- 
cerns. Establishment of a formal interagency policy group, 
authorized to address high-level policy or territorial issues 
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in a comprehensive fashion, or a legislatively authorized office 
attached to the White House, might provide the representative 
focal point wanted by many territorial leaders. Although an 
organizational change may not enhance or resolve U.S. terri- 
torial relations without a corresponding clarification of U.S. 
policy toward such issues as political status, economic .and 
financial assistance and relations, the degree of federal over- 
sight over territorial affairs, and treatment under federal laws 
and programs, it could provide the impetus to addressing these 
issues. 
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CHAPTER 7 , 

SUMMARY OF AGENCY AND TERRITORY COMMENTS 

The Departments of Interior and State and the governors of 
American Samoa, the Northern Mariana Islands, Puerto Rico, the 
Virgin Islands, and Guam provided written comments on a draft of 
this report, which are included in appendixes I through VII. 

Interior's comments support our observation that its role 
has diminished over time to a point where it no longer exerts 
much direct influence over the territories. Interior points out 
that while it is committed to advocating territorial interests, 
the realities of a massive federal bureaucracy limit federal 
attention to territorial concerns. In consonance with the con- 
cept of self-government, Interior believes the individual terri- 
tories must develop their own priorities and work with Interior 
to help achieve them. 

The Department of State said organizational options for the 
federal-territorial relationship should reflect the direction of 
that relationship-- greater autonomy within the context of self- 
determination. State said greater centralization of territorial 
affairs within the federal government could be perceived by the 
territories as a move to reverse the present direction of U.S. 
territorial policy. State recognizes the need for better 
coordination of both policy and program issues and suggests that 
an interagency coordinating committee fulfill those needs. 
State opposes establishment of a single committee for both the 
flag territories and the Micronesian states, preferring a sepa- 
rate federal interagency organization for each. Finally, State 
said it is sensitive to the desire of many flag territories to 
expand foreign and regional relations and that it attempts to 
take these interests into account in formulating foreign policy 
initiatives, such as the Caribbean Basin Initiative. 

The governor of the Virgin Islands concluded that our 
report is comprehensive and informative. He recommended that 
the Congress promptly enact a law giving the flag territories 
authority to develop a federal policy compact which encompasses 
and determines economic and social direction as well as politi- 
cal status of each territory. The policy should include a sig- 
nificant economic development, financial assistance package. 

The governor of American Samoa also said our report compre- 
hensively presents the issues associated with present U.S. pol- 
icy on the insular territories. He also supported the concept 
of developing a long-term economic development and financial 
assistance agreement between American Samoa and the United 
States. He said that U.S. policy on the territories needs 
clearer definition and more effective direction. The governor 
said that a single federal agency, such as Interior, cannot 
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effectively administer U.S. territorial policy because territo- 
rial problems are too small to warrant high level federal atten- 
tion. Therefore, the governor recommends the establishment of 
an organization within the Office of the President or a separate 
agency focusing solely on territorial concerns. He also sup- 
ports State's view that a separate organization is needed for 
the Micronesian states. 

The governor of the Northern Mariana Islands commented that 
while the territories have much in common, goals and aspirations 
may differ within each. The governor said that in general the 
NMI has an excellent relationship with Interior and other fed- 
eral agencies and with the Congress. The governor said the 
United States has honored its pledge guaranteeing self- 
government. He also commented that Interior has performed well 
in providing technical assistance and, in general, supporting 
territorial interests. The governor suggests that Interior's 
role in dealing with the territories be expanded to make it more 
effective in dealing with other federal agencies such as OMB. 

The governor of Puerto Rico expressed concern that the 
report emphasizes problems of the Pacific territories and that 
Puerto Rico is not at all similar to the other territories in 
terms of history, culture, degree of economic development, popu- 
lation, and experience with self-,government. The governor 
believes Puerto Rico should not be compared with the other ter- 
ritories, and that it has more in common with the states than 
any other territory. The governor also expressed concern that 
our chapter on the Compact of Free Association not be inter- 
preted as a model for U.S. policy toward the territories. In 
particular, he emphasized that Puerto Rico has historically 
maintained close ties to the United States, and that the Compact 
is appropriate only for the Micronesian states which are not 
part of the United States. Finally, the governor commented that 
Puerto Rico is an active partner with the United States in rep- 
resenting U.S. national security, and that its citizens serve as 
members in the U.S. armed services. 

The governor of Guam commented that the crux of improving 
federal-territorial relations is the need for the federal gov- 
ernment to respond to each individual territory in a flexible 
manner. He said that the Congress does not need to establish 
an ultimate status for each territory, but wants congressional 
support for legislation to establish commonwealth status for 
Guam. The governor said commonwealth status will resolve many 
of the issues addressed in our report. 

These and other comments from State, Interior, and the ter- 
ritory governments were incorporated in the body of this report 
to reflect updated information or to clarify certain points. 
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APPENDIX I APPENDIX I 

AMERICAN SAMOA GOVERNMENT 
OFFICE OF THE GOVERNOR 

PAGO PAGO, AMERICAN SAMOA 96799 

Serial: 1069 

November 11, 1984 

Mr. Frank C. Conahan 
Director 
National Security and International Affairs Division 
United States General Accounting Office 
Washington, D.C. 20548 

Dear Mr. Conahan: 

This is in response to your letter of October 11, 1984 forwarding 
for review and comment the draft report of the United States 
General Accounting Office (GAO) entitled "Issues Affecting U.S. 
Territory and Insular Policy." 

First, I would like to commend GAO and especially the evaluation 
team which came to American Samoa for excellent research and the 
preparation of a report which as far as this Territory is concerned 
presents comprehensively and for the most part fairly the issues 
associated with present U.S. policy on the insular territories. 

Next, I would point out two places in the draft report which seem to 
us to require some clarification. 

A. Note b in Table I on page 15 attempts to define the term "U.S. 
national" as it relates to American Samoa. While the definition 
stated provided is correct so far as it goes, we believe the footnote 
would be more complete if it also paraphased 8 USC llOl(a)(29) and 
1408. The effect of these two provisions is to define a non-citizen 
national as (i) a person born in American Samoa on or after formal 
United States acquisition (April 17, 1900 for Tutuila and Aunu'u 
Islands, July 16, 1904 for the Manu'a Islands, and March 4, 1925 for 
Swains Island), (ii) a person born outside the United States on or 
after June 27, 1952 of U.S. national parents who had resided in the 
United States or American Samoa prior to the person's birth, and 
(iii) a person of unknown parentage and place of birth found in 
American Samoa while under' the age of five years (at least after 
reaching the age of 21 years). 

B. The draft report discusses the economic self-reliance of the 
territories in Chapter 5. The relationship of federal financial 
assistance to local revenue efforts is portrayed in Table 2 on 
page 38. This presentation places American Samoa in a particularly 
unfavorable light. The figures used in this table would indicate 
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that in general American Samoa received in excess of 90% of its revenue 
support from federal sources. The result is derived by categorizing 
local excise and income taxes as "federal". This is misleading to 
the reader in several ways. First, it presupposes that if these taxes 
were collected and retained by the federal government, we would not 
impose alternative territorial taxes, such as sales taxes, gross 
receipts or other income taxes, or tangible property taxes. Secondly, 
the figures used do not take into account American Samoa's revenue 
from the various enterprise activities operated by the territorial 
government. 

When the total generated revenue is presented with the inclusion of 
the enterprise activities the degree of average federal participation 
drops from over 90% to 70% (see Appendix A). If the use of the 
questionable tax revenue sources are removed from the analysis, not 
added to the American Samoa tally, but simply eliminated from the 
comparison, the federal rate drops still further to 61%. A reasonable 
case can be made that in the absence of the listed tax sburces, 
American Samoa would generate a revenue amount at least equal to half 
the lost federal yields. In this case the actual federal fiscal 
participation in American Samoa would be only 53%. This figure is not 
significantly out of line with present levels of federal participation 
with some states. This near parity would be achieved without programs 
such as revenue sharing and others for which American Samoa is not 
eligible. 

Last, I would offer comments and suggestions on several specific areas. 

1. Federal organization. The history of the insular territories 
especially since 1950, demonstrates rather emphatically, in my view, 
that any federal agency administering U.S. policy on those territories 
does not function effectively within a major department or other 
large agency of the U.S. Government. This statement is not intended 
to be critical of any Secretary of the Interior, present or past, 
or the head or staff of any territorial organization within the 
Department of the Interior. Most, if not all, Secretaries have 
responded postively to their territorial responsibilities. 
Their territorial organization staffs have been sensitive generally 
to territorial concerns and have included many dedicated persons. 
The present staff deserves specialnote in this regard. The program 
is simply too small to warrant prolonged attention of higher 
authority in this setting. 

Accordingly, it is my strong opinion that U.S. territorial policy 
requires and deserves administration either by a special organizaton 
within the Office of the President or by a newly established separate 
agency, serving in both cases, no other purpose. Equally required, 
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________m.______.-____ -______________________-__________________,_____ 

the administration of U.S. policy on the flag territories and 
freely associated states to come upon termination of the UN 
trusteeship of Micronesia must be placed- in separate agencies 
to account adequately for the different issues involved in 
these relationships. 

2. Application of federal laws. American Samoa has been satisfied 
generally with the ongoing program of the Department of the 
Interior to study the application of federal laws. The effort is 
constructive. It is of concern, however, the Department or any 
other cognizant organization, submit any changes in existing laws 
proposed by it to us for review and recommendation before submission 
to the Congress. The impetus for legislation can, of course, come 
from many sources, but this assurance would at least regularlize 
the process within official channels. 

3. Preemption of territorial laws. There appears to be potential 
in federal court decisions preempting state laws, or county or 
municipal ordinances, in favor of federal laws to put territorial 
attempts at statutory regulation in some jeopardy. For American 
Samoa, there is particular concern for our communal land tenure 
and Matai (chief) title system. This could extend to immigration, 
customs, business regulation and other issues. Thus, in this 
context, we suggest that the enactment by the Congress of legislation 
protective cf special territorial needs should be explored thoroughly. 

4. Long-term financial commitments. Presently, direct federal 
financial assistance to American Samoa is provided on an annual 
basis through appropriations to the Department of the Interior and 
the various applicable federal grant programs. This process makes 
long-term planning for economic development, for example, and other 
extended programs uncertain, if not precarious. There is a lack of 
program continuity. Therefore, WC think that means of assuring long- 
term U.S. commitments should be considered for specific areas of 
economic and social development. This step might be accomplished 
through a separate agreement, however styled, between the United 
States and American Samoa. 

It is my hope that this GAO report will signal the lack of and need 
for a realistic and sustained U.S. policy on the insular territories. 
The problem and program needs clearer definition and more 
effective direction. 

Sincerely, 

Governor of American Samoa 
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FEDERAL LOCAL TOTAL FEDERAL 
ASSISTANCE REVENUE PERCENTAGE 

As presented in the Table 2 of the GAO draft report: 

1981 54 5 59 93% 
1982 49 6 55 89 
1983 56 5 61 92 

When American Samoa's enterprise activities are included for purposes of 
a more complete presentation. 

1981 54 19 73 74% 
1982 49 22 71 69 
1983 56 26 82 68 

When the excise taxes and income taxes categorized as federal are 
eliminated from the comparison altogether. 

1981 37 19 56 66% 
1982 32 22 5a 59 
1983 38 26 64 59 

If one-half of questioned taxes by the federal government were in fact 
collected by American Samoa. 

1981 37 27 64 58% 
1982 32 30 62 52 
1983 38 35 73 52 
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Uniteu .ates Department of State 

APPENDIX II 
ComptFolleF 

Washington, D. C. 20520 

November 19, 1984 

Dear Frank: 

I am replying to your letter of October 11, 1984 to”Ut;e 
Secretary which forwarded copies of the draft report: . . 

Territory and Insular Policy”. 

The enclosed comments on this report were prepared in the 
Bureau of East Asian and Pacific Affairs. 

We appreciate having had the opportunity to orfeview and 
comment on the draft report. If I may be further 
assistance, I trust you will let me know. 

Enclosure: 
As stated. 

Mr. Frank C. Conahan, 
Director, 

National Security and 
International Affairs Division, 

U.S. General Accounting Office, 
Washington, D.C. 20548 
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Issues Affecting U.S. Territory and Insular Policy 

The Department of State endorses the GAO report’s broad 
conclusion that organizational options for the Federal- 
territorial relationship should reflect the present direction 
of that relationship -- i.e., greater autonomy within the 
context of self-determination. That evolution accords with 
long-declared global United States policy on dependent 
territories. 

Greater centralization of territorial affairs within the 
Federal Government in the area of program activities is likely 
to be seen in the territories and abroad as a move to reverse 
the present direction of U.S. territorial policy and as.an 
impediment to more efficient direct access to Federal agencies 
by the territorial governments. 

On the other hand, the Department recognizes the need for 
better coordination of both policy and program issues and 
suggests that an interagency coordinating committee and working 
groups, as have been used in the Micronesian situation, could 
fulfill those needs. 

The Department would oppose establishment of an interagency 
body that would have jurisdiction over Micronesian as well as 
territorial affairs. Our present obligations as an 
Administering Power on behalf of the United Nations and the 
nature of our future relationships to the Micronesian states 
under the Compact of Free Association call for an entirely 
separate organizational structure for dealing with the freely 
associated states following termination of the trusteeship. 
Any organizational arrangement linking the freely associated 
states and the flag territories would be seen from abroad as a 
perpetuation of ‘colonial status quo” and could only provide 
fuel for the malicious Soviet charges that the Compact is 
nothing but a sham annexation. 

Presidentially approved policy on the management of our 
post-trusteeship relations with the Micronesian states calls 
for a two-level interdepartmental structure consisting of an 
interdepartmental policy steering committee chaired by the 
Department of State, with the Departments of Defense, Interior 
and Justice, and JCS, OdB, and NSC as regular members, and 
other agencies participating as the subject matter requires, 
and an interdepartmental professional staff tailored to the 
requirements of the situation, attached to and headed by a 
career officer of the Department of State, with deputies from 
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the Departments of Defense and Interior and with additional 
personnel seconded by these.and other departments and agencies 
as needed. 

The Department is sensitive to the desire of many of the 
territories to expand foreign and regional relations, 
especially to enhance economic development and attract 
investment, and it attempts to take these interests into 
account in formulating foreign policy initiatives. The report, 
however, notes the perception of some territorial officials 
that their interests were not taken fully into account in 
drafting the legislation associated with the Caribbean Basin 
Initiative. The possibility of adverse effects on the 
territories was considered in formulation of the policy and 
input was sought from the territorial governments early in the 
process. Once input was received from the territorial 
governments, changes were made to the initiative to provide 
safeguards for the territories’ interests. The Department 
believes the territories were fairly treated in the formulation 
of the Caribbean Basin Initiative and it intends to continue to 
give special attention to seeking policy input from the 
territorial governments in cases where their interests might be 
affected. 

aa& 
Paul Wolf0 tz 
Assistant gecretary 
Bureau of East Asian and Paci,fic Affairs 
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Mr. Frank C. Canahan, Director 
United States General Accounting Office 
National Security and International 
Affairs Division 

Washington, D.C. 20548 

Dear Mr. Canahan: 

Thank you for providing us with a copy of the draft report 
entitled "ISSUES AFFECTING U.S. TERRITORIAL AND INSULAR 

, POLICY". It is gratifying to us that an agency of the Federal 
Government is reviewing problem areas in an effort to improve 
relationships between the Territories and the United States. 
The task is enormous when one considers the political, social, 
cultural and economic diversity of the various flag territo- 
ries, commonwealths and emerging independent entities who have 
chosen free association with the United States. While we have 
much in common, our goals and aspirations may differ greatly 
from other Micronesia entities and our relationship with the 
United States may be different. For example, although we are 
geographically close to the Territory of Guam and share a 
common culture and language, Guam has been a flag territory 
since 1898 and has been self-governing for a far greater period 
of time. In contrast, because the United States never 
exercised sovereignty over the Northern Mariana Islands, many 
problems which Guam faces are not relevant to us. For example, 
the land takings issue and Commonwealth status are not issues 
which we must deal with, as the Federal Government never seized 
lands and we have already negotiated Commonwealth status by 
mutually agreeing to the Covenant. (U.S. Public Law 94-241.) 

1 

I 

This background information and brief explanation should give $ 
.s you an understanding as to why our areas of concern may differ 
.i greatly from other territories and insular possessions. .g .3 

First, as a general statement, we have had excellent relation- 
ships with the Department of Interior, the Department of State, 
Congress and the multitude of federal agencies which we have 
dealt with since January 1978. Obviously, major areas of 
disagreement have arisen which will be mentioned later but, for 
the most part, problems have been resolved through negotiations 
and compromise. Many of these problems involved the fact that 
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many mid-level management officials did not know that the 
Northern Mariana Islands had entered into the Covenant and were 
totally unaware of the rights guaranteed under that agreement. 
Once they became aware, the problems were usually resolved 
quickly and to our mutual satisfaction. Other issues required 
action at the highest level. For example, President Carter 
issued a proclamation in order to allow local people to use 
fishing vessels given to our government by Japan. Other issues 
which generally involve applicability or inapplicability of 
federal laws have been the subject of extensive review and 
study by the Commission 'on Federal Laws. Unlike many other 
territories and insular possessions, our Covenant has built-in 
mechanisms for the resolution of disputes. For example, see 
Section 902 of Public Law 94-241, which requires that special 
representatives meet and consider issues affecting our 
relationship. 

Although your draft report does not specifically mention the 
Commonwealth's relationship with the United States Congress and 
the committees which have oversight over the territories, we 
feel an obligation to inform you that we feel that we have been 
treated quite fairly. Since 1978, supplemental appropriations 
have been made to fund needed projects such as a new power 
plant, new hospital and improvements to our water system. 
Capital improvements funds guaranteed by the Covenant would 
have been insufficient to fund projects of this magnitude and 
the United States Congress, which has plenary authority over 
us, has been most responsive to our requests. 

It is true, as indicated in your draft report, that, until 
recently, the United States was primarily interested in the 
Trust Territory of the Pacific islands for strategic purposes. 
However, in all fairness, the United States did honor its 
pledge guaranteeing self-government. The most serious problem 
affecting the Northern Mariana Islands is that, on several 
occasions, attempts to attract more businesses to our island 
have been thwarted because of positions taken by federal 
officials. Although the Department of the Treasury has 
indicated that the income tax (which is mirrored after that of 
the United States) is 'inappropriate to our needs, both as a 
revenue measure and as an inducement to do business, the 
Department of Interior has been most reticent to act as our 
advocate before the appropriate committees of Congress. 
Several tax task forces have addressed this problem and we are 
ready to transmit draft legislation which would adopt, in a 
modified form, the Internal Revenue Code (IRC). I note that 
the IRC does not apply in either American Samoa or Puerto Rico. 
More importantly, it is not the local income tax in either the 
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Marshalls or the Federated States of Micronesia. Why should 
the Commonwealth of the Northern Mariana islands be treated 
differently, particularly when we are specifically'given the 
power to rebate such taxes should we desire to do so? Again, 
we are hopeful that the issue of taxation can be resolved early 
next year. However, we need the support of the Department of 
Interior. 

Another pending problem best exemplifies our frustrations. 
Provisions in our Covenant enable us to benefit from Headnote 
3(a), which allows us to export goods into the United States 
duty free provided certain requirements are met. Without 
notice to us, the Department of the Treasury, pursuant to a 
Presidential Executive Order, promulgated regulations which 
would effectively deliver a death blow to our infant textile 
industry. Support from the Department of Interior has been 
lukewarm at best. Opposition forces in Washington, D.C. fail 
to recognize that we are also members of the American political 
family and that our citizens will be deprived of their liveli- 
hood should the regulations take effect in their present form. 
Due to the infancy of our textile industry, it has become 
necessary to allow the importation of skilled workers. 
However, every attempt is being made to replace such persons 
with local people once they acquire the necessary skills 
through training. 

Both of the above examples demonstrate that, when we make a 
sincere attempt to become self-sufficient, our efforts become 
frustrated. I do feel that the Office of Territorial and 
International Affairs in the Department of Interior does a very 
credible job in providing oversight, in providing us with 
technical assistance and in acting as our advocate when called 
upon. Unfortunately, it often lacks the necessary resources 
and manpower to successfully present our views when serious 
opposition appears. The territories and insular possessions 
may be best described as a group of half-brothers or half- 
sisters who need a strong father figure in Washington who 
understands our problems, our goals and our aspirations. We in 
the Northern Marianas have been dominated by foreign powers for 
approximately four hundred years. We desire, ultimately, to be 
economically independent. At the same time, we recognize that 
we are small and powerless pawns in the hands of foreign powers 
other than our chosen ally, the United States. 

One area where improvement is needed involves our dealings with 
the various agencies of the federal government. Local govern- 
mental departments which have a history of dealing with their 
federal counterparts have, for the most part, developed close 
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working relationships. However, when there are changes in 
personnel due to transfers, retirements, etc. or when a new 
program is established with a federal agency not familiar with 
the Commonwealth problems do arise. One solution would be for 
OTIA to act as a clearing house and to educate other federal 
agencies regarding the territory involved. 

One area where the OTIA deserves high marks relates to 
providing technical assistance to the Commonwealth. We appre- 
ciate that we often lack the necessary expertise to do certain 
tasks and such assistance is truly needed. The personnel which 
have been assigned to the Commonwealth have provided such 
expertise and have demonstrated a willingness to impart their 
expertise to local people. In many instances, the expert has 
completed his task and, by training local personnel, has made 
his position obsolete. Providing technical assistance is far 
superior to providing funds and, in the long run, the federal 
government obtains a better return on its investment. We would 
recommend that this type of assistance be expanded. 

Provisions in our Covenant require that Special Representatives 
be appointed to discuss future multi-year financial assistance 
after the expiration of the seven-year period of guaranteed 
annual assistance by the United States. President Reagan has 
appointed Assistant Secretary Montoya and the Commonwealth will 
be represented by Lieutenant Governor Pedro A. Tenorio. We 
feel that future financial assistance is necessary to our 
economic and social development and applaud the negotiations 
and draftsmen of the Covenant for the foresight in providing a 
method to resolve matters of such importance. We also are of 
the opinion that Mr. Montoya is an excellent choice as he is a 
very familiar with our problems as well as our aspirations. 

Although our government maintains excellent relationships with 
the United States Government, many of our citizens still 
experience problems while traveling or residing in the United 
States. Provisions in our Covenant allow qualified persons to 
elect to become a U.S. citizens or nationals upon termination 
of the Trusteeship Agreement. It was generally thought that 
termination would take place in 1981. Recent U.S. Public Laws 
have given our people certain privileges granted U.S. citizens 
but these people do not have sufficient evidence of such 
status. We would suggest that temporary U.S. passports be 
granted to persons who would otherwise qualify for U.S. 
citizenship under the Covenant. 

We take some exception to that portion of the draft which 
states that the territories have not made much progress in 
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becoming economically self-reliant. We in the Northern Mariana 
Islands have raised taxes and have attempted to attract new 
businesses in order to broaden our tax base. The additional 
revenues raised may not be reflected on Table 2 which appears 
on page 38 of the draft. We are in the process of verifying 
our statistical data and will advise you accordingly by 
separate letter. 

In closing, we feel that the present system is working well but 
could be improved. OTIA has been, in our opinion, most 
responsive to our needs particularly in the areas of technical 
assistance and infrastructure improvements. If anything, we 
would suggest that its role in dealing with the territories be 
expanded so that it could be more effective in dealing with 
other agencies such as OMB when it presents its recommendations 
to the Congress or to the President. Thank you for giving us 
the opportunity to comment and present our views. 

Sincerely, 

Governor 
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ted States Department of the Interior 

OFFICE OF THE SECRETARY 
WASHINGTON, D.C. 20240 

MN’ 2 3 1984 

Hr. J, Dexter Peach 
Director 
Resources, Community, and Economic 
Development Division 

U.S. General Accounting Office 
Washington, D.C. 20548 

Dear Hr. Peach: 

We have reviewed the GAO draft report on Issues Affecting U.S. Territorial and 
Insular Policy, and the following are our comments: 

Chavter 1 

Page 1 

In the first paragraph, second sentence, you may wish to substitute "sometimes 
known" for "commonly known". The usage of "flag territories" is new and not 
uniformly embraced. 

Later in the first paragraph, of the nine island areas named, five are by 
Executive order within the administrative responsibility of the Interior 
Department. It would therefore be more accurate if the second to the last 
sentence of the paragraph were revised to read: "These smaller U.S. 
possessions are for the most part within the administrative responsibility of 
the Department of the Interior but some are administered either by the Coast 
Guard or by components of the Department of Defense." 

In the second paragraph, second sentence, it would be desirable to change 
"became the trustee" to "became the administering authority". The former 
phrase carries with it substantial possible legal consequences which have been 
the subject of recent litigation and which may give rise to more. 

Page 2 

While the United States has strong national security interests in the Pacific 
and Caribbean Territorial and Insular areas, it should be noted that these 
territories are also extensions of America, and have been so for almost a 
century in the case of Puerto Rico, Guam and the Virgin Islands. 

In the third full paragraph, because in 1969 there were no separate 
**gov&nments** in the Trust Territory, it would be well to substitute far "the 
Hicronesian governments of" the words "political leaders in." 
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Page 3 

In the first full sentence, it would be desirable if "U.S. territory" were 
deleted, and "commonwealth in political union with the United States -- a 
status approximating that of a U.S. territory" were substituted. Although the 
Northern Harianas generally concede that they will become a "territory" of the 
U.S. following termination, the use of "commonwealth" is preferred, so both 
references seem desirable here. 

In the last sentence of the paragraph continued from the preceding page, we 
suggest that instead of "the status of the rest of Micronesia is resolved", 
there be substituted "the trusteeship is terminated". The suggested language 
is accurate, and it eliminates the suggestion that Palau may be able to hold 
the rest of the Trust Territory hostage. 

The first full paragraph on that page contains a number of statements and 
terms which are either somewhat misleading or otherwise imprecise. We suggest 
that the paragraph be revised into the two paragraphs suggested below. We 
believe the suggested language will meet the purposes intended by the existing 
paragraph, and will eliminate the difficulties we perceive in it: 

The United States and two Micronesian states, the Federated States of 
Micronesia and the Republic of the Marshall Islands, have reached final 
agreement on a new and unique political relationship and political status 
-- that of free association -- which will come into full effect upon 
termination of the trusteeship. The free association relationship is 
defined in a Compact of Free Association, under which the Micronesian 
states will exercise sovereignty over their internal and foreign affairs, 
while the United States will retain full responsibility and authority for 
all security and defense matters. The Compact has been approved by the 
governments of the Federated States of Micronesia and the Marshall 
Islands, and by their peoples in United Nations-observed plebiscites, and 
it is now before the U.S. Congress for approval. A similar arrangement 
with Palau is under review after an earlier version did not receive final 
approval in Palau. This was because the Compact received 62 percent 
popular approval in the Palau plebiscite, but Palau's constitution 
required 75 percent approval in light of the U.S. defense authority. 

Approval of the Compact of Free Association will provide the basis for 
termination of the trusteeship with the United Nations, and will open a 
new chapter in relations between the Federal government and the peoples 
of areas which seek self-government and political autonomy within the 
context of a close relationship with the United States. The arrangements 
contemplated by the Compact have also sparked new debates in the U.S. 
territories about how their relations with the Federal government can be 
improved, consistant with U.S. sovereignty. (See Chapter 5). 

Chapter 2 

Page 11 

In the second to the last line of 
would be helpful to add the words 

the footnote, in the interest of clarity, it 
"held to be" before "unincorporated." 
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Chapter 3 

Page 14 

This administration, indeed, supports the concept of self-determination'and 
encourages the territories to determine for themselves what is best for them 
in their relationship with the United States. It should be noted that all 
territories have expressed at various times their desire for closer ties with 
the United States. 

In the first full paragraph, the year "1976" should be changed to "1978", 
because it was not until the later year that the government of the Northern 
Harianas Commonwealth came into being, even though the Covenant received U.S. 
approval in 1976. 

Page 15 

In Table 1, we offer three suggestions: 

-- 

-- 

_- 

The final date in the Table (1977, pertaining to "Granted constitution'* 
for the Northern Harianas) should be 1978, because it was in that year 
that the Constitution became effective; 

In Footnote a, instead of "now a constitutional government" (which 
suggests that prior to 1952 Puerto Rico's government was 
unconstitutional), insert in lieu of that phrase the words "governed 
under a constitution locally drafted and approved"; and 

Add a further footnote, keyed to the Table's use of "Elected first local 
legislature". In fact all five areas had local legislatures, generally 
elected, prior to the dates shown, but some had advisory authority only 
(as in Guam), and others were subject to various but serious constraints 
upon their authority. To overcome this problem, the footnote might 
read: "The date given relates to the first elected legislature with 
either full or substantial legislative authority." 

Page 16 

In the second paragraph, first sentence, it would be desirable to change 
*'guaranteed only" to "limited". As written, the implication is that citizen 
residents of the territories, while not "guaranteed" the right to vote in 
national elections, could still be granted that right. They cannot, without a 
Constitutional amendment, and the suggested change would make that clear. 

Page 18 

In the first incomplete paragraph, second to the last line, the use of "tax 
exemption'* is not inaccurate, but more meaning would be conveyed if there were 
substituted for it the words "exemption from the Federal income tax laws". 
That is the tax about which controversy has swirled, and for which a graduated 
reduction was proposed by the former Governor. 
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Page 19 

First three lines should read: “Guam is currently refining a draft 
commonwealth proposal which it intends to submit to the Congress.” No action 
will be taken during the remainder of 1984, and the final draft may not be 
ready in 1985. 

Page 21 

It should be noted that Assistant Secretary Richard T. Hontoya, the 
President’s Special Representative, is currently negotiating with the NM1 
government on the future level of Covenant funding. 

Chapter 4 

Page 25 

Negotiations between the United States and Palau are complete and the 
agreement was signed by the U.S. and Palau representatives in May, 1984. 
Palau is now attempting to resolve internal constitutional problems in the 
formal adoption of the document by the legislature and in a plebescite. An 
election held September 4, 1984, failed to obtain 75 percent approval of a 
constitutional amendment and was not recognized by the United States. 

The concept of U.N. “supervision”, which appears in the first and the last 
lines on this page, is not entirely apropos. It would be preferable if on the 
first line, “under U . N . supervision” were deleted and “pursuant to an 
agreement with the U.N.” were substituted. On the last lines, it would be 
well to delete “international supervision of the U.N.” 
international .” 

and substitute “U.N. 

Page 26 

At the end of the first full paragraph, you my wish to add : “In addition, the 
Trusteeship Agreement was thereby entered into with the Security Council of 
the United Nations, where the U.S. possesses a veto, instead of with the 
General Assembly, where it does not. The General Assembly had hitherto been 
the U.N.*s contracting party for trusteeship agreements.“- This veto 
consideration was at least as important a rationale for the strategic 
were the others stated. 

In the second full paragraph, first sentence, because the territories 
“sovereign entities” in the context of international law, it would be 
desirable to delete ‘*a sovereign entity, subject” and insert *‘subject 
sovereignty or”. 

trust as 

are not 

to U.S. 

At the end of the second full paragraph, you may wish to add: “Rather, the 
Trusteeship Agreement commits the U.S. to promoting “self-government or 
independence”, as the peoples concerned might elect. That could include 
becoming a U.S. territory, independence, or the type of arrangement defined in 
the Compact. ‘* 
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Page 27 

The High Commissioner is appointed by the President, and not the Secretary of 
the Interior. 

The statement "The High Commissioner will represent U.S. interests in the 
Trust Territory until the trusteeship is terminated" is not completely 
accurate. The authority of the High Commissioner is delegated by the 
Secretary of the Interior under an executive order. Therefore, with the 
problems in Palau, it is possible that the operation of the High Commissioner 
may be phased out prior to formal termination. It would be more appropriate 
to say the "Secretary of the Interior will represent U.S. interests in the 
Trust Territory until the trusteeship is terminated." 

Page 28 

Negotiations have been completed between the United States and Palau. We are 
encouraging Palau to resolve internally its problems with certain defense and 
security provisions of the agreement. You may wish to insert at the beginning 
of the first full paragraph: "Even though the people of Palau voted by 62 
percent to approve the Compact," 

In the second full paragraph, you may wish to revise the third sentence to 
read as follows: "Except for rights retained by the United States in 
connection with defense and security matters, the Hicronesian states will be 
self-governing entities." 

In the sentence immediately following, we suggest the deletion of "will be 
sovereign states" and the substitution of "will approximate sovereign states." 

Page 30 

No decisions have been made as to which federal grant programs the respective 
Freely Associated States will be allowed to participate in post compact. The 
Compacts provide specific funds for health and education programs, but this is 
separate from existing federal grant programs. 

The first sentence of the second paragraph, we believe, might better read: 
"The United States will also provide support and certain services through the 
U.S. Postal Service, Weather Service, Federal Emergency Management Agency, the 
Federal Aviation Administration, and the Civil Aeronautics Board (or its 
successors)." 

Page 32 

Although the Hicronesian governments may appear to have a more beneficial 
relationship with the United States government as a consequence of the 
Compacts, it should be pointed out that the flag territories are part of the 
United States whereas the Hicronesian entities are not. Economic Benefits 
should not be the sole consideration_ 

At the end of the first paragraph, you may wish to add to the end of the first 
sentence: "and make proposals for reform and reorganization of their legal 
and policy relations with the Federal gove 
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Page 33 

If, under terms of the Compacts, the Hicronesians will accrue greater 
benefits, it appears unlikely then that there will be a massive influx of 
immigrants to Guam and the other territories. 

Chapter 5 

Page 37 

The use of the word "rebates", on the sixth line, may be confusing, in light 
of the Northern Marianas' laws (which were effectively repealed by the U.S. 
Congress) providing that once the Federal income tax law is in effect there, 
almost all local taxpayers would receive a 100 percent "rebate" of all of the 
taxes they had paid. To avoid this problem, you may wish to delete "rebates" 
and insert **payments to the territorial treasuries." 

Page 38 

In Table 2, 

-- !fwo references for footnote **a*' appear. Probably that following 
"American Samoa" should be deleted. 

-- In the "Total" column, the figure shown for Puerto Rico in 1981 appears 
to be in error. 

-- In the footnote, the problem discussed above concerning the use of the 
word "rebated" occurs again. Perhaps there might be substituted for it 
the words *'retained by the territories or covered into territorial 
treasuries". 

Page 39 and 40 

While there may appear to be no overall federal strategy for encouraging 
economic development in a comprehensive and consistent fashion, it must be 
noted that all territories have popularly elected representatives, both in the 
territories and in the nation's capital, and the federal government ought not 
to dictate such strategy in consonance with the concept of self- 
determination. It should be pointed out also that the needs and problems of 
individual territories are not necessarily the same. This administration 
continues to encourage elected territorial leaders to develop their individual 
priorities and to work with the Department of Interior, through OTIA, in 
achieving them. It is presumed that territorial delegates to Congress are in 
the best posture to identify laws inimical to territorial interests, and to 
seek congressional exemption to their application. 

Page 47 

In the second paragraph, the "1950" appearing in the first 
changed to "1950 and 1954", and at the end of the sentence 
added, *'respectively." 
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Page 48 

In the first full paragraph, the second sentence is inaccurate. It is not the 
Jones Act but instead the Richolson Act that concerns the off-loading of tuna 
from foreign vessels. The Richolson Act, however, does not apply to Guam, 
pursuant to a 1950 ruling of the Treasury Department. We suggest that the 
sentence be deleted. 

In the sentence next following, instead of referring to “Guam officials’*, you 
may wish to qualify the reference, perhaps by substituting “Some Guam 
officials” . Many in Guam have in recent years changed their views as to the 
benefits and burdens of the Jones Act. 

Page 49 

Under the 1984 Omnibus Territories Bill, visa requirements for foreign travel 
to Guam are waived. 

Page 53 

At the end of the first full paragraph, it would be helpful if you were to 
add : “Interior plans, however, to prepare at the conclusion of the present 
study an Addendum that will detail the application of all Federal laws to 
Puerto Rico. *’ Because Interior has had requests for this work, particularly 
from Congressional committee staff personnel, it would be desirable to include 
this sentence, so that the requests that we have had and that we expect to 
honor will not appear to have been overlooked. 

Page 59 

Under the 1984 Omnibus Territories Bill, waiver of matching grants up to 
$200,000.00 was extended to the Virgin Islands and Guam. 

Chapter 6 

Page 64 

Please note that gubernatorial appointments in Guam and the Virgin Islands 
were made by the President. Governors in American Samoa were appointed by the 
Secretary of the Interior. 

In the last sentence of the second full paragraph, we suggest that you delete 
“most of”. In 1951 Interior was given responsibility for all of the Trust 
Territory. It was in 1952 that that authority was diminished, but it was 
entirely restored in 1962. In the circumstances and the context, the 
recommended deletion will serve the interests of accuracy, and it will not be 
misleading. 
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t Page 65 / 

In the second sentence of the first paragraph, the use of the verb “enjoyed” 
implies that Puerto Rico was and is content with the lack of Interior 
oversight. That view has in recent years been contradicted by some Puerto 
Rican leaders who believe that it was an error for Puerto Rico to have no 
“home” in the Executive Branch (other than the White House, which has not 
functioned very effectively as such and which probably cannot, for 
organizational reasons>. In lieu of “enjoyed”, the more neutral “continued” 
might be substituted. 

Page 69 and following 

The Territories and their governments are not instrumentalities of the 
Department of the Interior. They are self-governing entities whose 
aspirations and responsibilities are, to a degree, similar to those of state 
and local governments. With the passage of time, the Department of Interior’s 
role has diminished, and rightly so. On the other hand, DOI’s oversight role 
applies primarily to the disbursement and accountability of federal funds. 
This applies to all recipients of federal financial assistance and is not 
exclusive of the’territorial governments. 

Not generally understood is the multitude of interests bidding for 
administration and congressional attention and the role the territories play 
in the overall scheme of things. While DOI, through OTIA, is committed to 
advocate territorial interests, the realities of a massive federal bureaucracy 
limits federal attention to territorial concerns, irrespective of the 
departmental or agency organization assigned to pursue territorial 
objectives. Federal and indigenous constraints can be overcome but they 
require specific objectives and determination on the part of territorial 
leaders and the cooperation and assistance of federal officials. 

Page 71 

Second paragraph should show that of the $62 million requested by Guam, 
$5,725,000 was approved by Congress. During at least the past several years, 
the Virgin Islands did not submit a budget request through the Department of 
the Interior. 

At the end of page 71, a word has been dropped. Perhaps it should be “better”. 

Page 72 

In connection with the first full paragraph, a further area of difficulty 
might be mentioned, perhaps by the addition at the end of the paragraph of the 
following: “There is, of course, a further inhibition upon OTIA officials as 
territorial advocates. They cannot serve as independent advocates of 
territorial budget requests in light of the Federal budget process, which 
requires that they, like all Federal officials, must conform to the budget 
decisions of OMD and the President.‘* 
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Page 73 

Last paragraph should read: 

“These officials believe that OTIA is not exercising an effective oversight 
role due in part to an inability to enforce compliance by the territories with 
audit recommendations. This oversight responsibility conflicts with OTIA’s 
statutory responsibility to support greater autonomy for the territorial 
governments. ” 

It should be noted also that when OTIA disagrees with recommendations made by 
the I.G., or when the I.G. attempts to make policy decisions outside its area 
of responsibility, OTIA often sided with the territorial governments, as is 
appropriate in its role as an advocate for the territories. 

Page 83 

On the last line, the term “retains” would be preferable to “maintains”. The 
latter implies an active role, and as a factual matter, that is inaccurate 

Sincerely, 

Assistant Secretary 
Territorial and International Affairs 
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THE VIRGIN ISLANDS OF THE UNITED STATES 
OFFICE OF THE GOVEXNOR 

CHARLOTTE AMALIE, ST. THOMAS, V. I. 00801 

November 28, 1984 

Mr. Frank C. Conahan 
Director 
U.S. General Accounting Office 
National Security and International 

Affairs Division 
Washington, D. C. 20458 

Dear Mr. Conahan: 

After reading the draft report “Issues Affecting 
U.S. Territory and Insular Policy”, I conclude that the 
report is the most informative and comprehensive of its 
kind that I have read. 

My comment is brief, and is to make the following 
recommendation: 

Congress should promptly enact a law giving 
the Flag Territories the authority to 
develop a Federal policy compact subject to 
negotiation and approval by Congress, which 
encompasses and determines the economic and 
social direction, as well as the political 
status of each Territory. The policy should 
include a sianificant economic development 
financial as;istance package for each_Terri- 
tory, After Congress gives its approval on 
the negotiated compact, then it should be 
returned and presented, unaltered, for a 
final referendum vote. 

I hope that my recommendation will help bring about a 
solution to the complex problems and issues outlined in 
your report. 

Goverg3r 
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November 28, 1984 

Mr. Frank C. Conahan 
Director 
National Security 
and International Affairs Division 
U.S. General Accounting Office 
Washington, D. C. 20548 

Dear Mr. Conahan: 

Enclosed are my comments on the Draft Report of the General 
Accounting Office (GAO) Study, Issues Affecting U.S. Territory 
and Insular Policy. 

From the point of view of analysis of organizational problems, 
the Draft Report appears to be fairly thorough with regard to 
the Pacific territories. I find, however, that it adds nothing 
to previous studies of Puerto Rico. In fact, it is essentially 
a study of the problems.of the Pacific territories, which, to 
my knowledge, have not previously received adequate attention. 

My comments emphasize one main concern: the nature of the re- 
quest from the Senate and House was such that GAO had to analyze 
all of the territories, whereas in terms of history, integra- 
tion with the United States, citizenship, experience with in- 
ternal self-government, population, degree of economic develop- 
ment, social conditions, not to mention culture, Puerto Rico is 
not at all similar to the other territories, particularly those 
inthe Pacific. 

I also find that the Draft Report emphasizes the quasi-sovereign 
aspects of the Compact of Free Association for Micronesia, with- 
out taking into account the continued control of the United 
States over the territory for as long as it is convenient. The 
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Mr. Frank C. Conahan November 28, 1984 

Compact may be terminated unilaterally at any time by either 
* 

the United States or Micronesia; the United States has a 
perpetual right to deny access to Micronesia for security 
reasons; and Micronesia is obligated to prepare national de- 
velopment plans which must have the approval of Congress. I 
do not presume to commZiX-on the desirability of this arrange- 
ment for Micronesia, but this is not "sovereignty" to me. 

Thank you for the opportunity to comment on the Draft. 

Sincerely, 

Enclosures 
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COMMENTS OF THE GOVERNOR OF PUERTO RICO, CARLOS ROMERO- 

BARCELO, ON GENERAL ACCOUNTING OFFICE (GAO) DRAFT REPORT--- 

ISSUES AFFECTING U. S. TERRITORY AND INSULAR POLICY 

I.Druanizationti problems._ We agree with the analysis of 

existing organizational problems, including the 

inconsistency of federal policy toward the various ter- 

ritories: the inequitable and inadequate application of 

federal laws; and the absence of appropriate consulta- 

tion with the territories. 

However, much of the Report focuses on the role of the 

Department of the Interior (as territorial oversight 

entity, lobbyist, advocate, etc.) and on the enactment 

of the Omnibus Territories Act in 1984. Within that 

context, it is not made sufficiently clear that Puerto 

Rico neither falls under the jurisdiction of the 

II. 

Department 

the Omnibus 

Puerto Rico 

of the Interior nor under the provisions of 

Territories Act. 

and the other territories. While the Draft 

Report represents an understandable attempt on the part 

of GAO's staff to place the territories within a frame- 

work of uniformity, the truth of the matter is that such 

uniformity simply does not exist in practice. To a 

degree, Puerto Rico and the other territories do share 
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similar advantages or handicaps, in much the same way as 

do--for example--large cities, or states within a 

specific geographical region. However, we believe that- 

-in general-- the circumstances confronting Puerto Rico 

are sufficiently different, in nature and/or scope, that 

they render invalid most attempts to compare Puerto 

Rico's situation directly with those of the other terri- 

tories. It is as if one were to compare Great Britain 

and the Republic of Malagasay as "island societies," 

without taking into account such factors as history, 

proximity to other countries, culture, political insti- 

tutions, education, infrastructure, and economic develop- 

ment. To a great extent, such an exercise would be like 

comparing apples with oranges. Our position is that 

Puerto Rico has more in common with the states as a 

group than with the other territories as a group, and 

that Puerto Rico likewise has much more in common with 

the states than does any other single territory. 

The Draft Report, on page 39, lists a number of 

constraints which hamper economic and social 

development. Let us examine these constraints as 

applied to Puerto Rico: 

1. "Geographic isolation from major world markets and 

mainland United States." Though it is undeniable that 

virtually every offshore island is to some extent geog- 

raphically isolated from major markets, we would like to 
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point out that Puerto Rico and the Virgin Islands are 

located about 1000 miles from the mainland U. S., where- 

as the Pacific territories are situated anywhere from 

4000 to 6000 miles from the mainland. Puerto Rico and 

the Virgin Islands are closer to the mainland than 

Hawaii and almost all of Alaska. Puerto Rico and the 

Virgin Islands are situated directly in between two huge 

world markets: the United States and Latin America. 

The Report omits any mention of the transportation 

facilities presently available (in Puerto Rico and else- 

where) that contribute to surmounting the problem of 

comparative geographic isolation; in Puerto Rico's case, 

such facilities include over 3,000 passenger and cargo 

flights weekly and over 80 weekly ocean sailings to 

and from the mainland. 

2. "Small land areas, and except for Puerto Rico, 

populations." The total land area of &jJ of the other 

territories combined is approximately 1000 square miles, 

whereas Puerto Rico's land area is some 3435 square 

miles (larger than the states of Rhode Island and 

Delaware). The combined population of a of the other 

territories is some 250,000, whereas Puerto Rico's 

population is 3.3 million, including a capital city of 

over 400,000 with a metropolitan area of more than 1 

million inhabitants, plus four other SMSA's of over 

100,000 persons each. Puerto Rico's population exceeds 
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that of at least two dozen of the 50 states. 

3. "Limited natural resources, especially petroleum." 

Puerto Rico possesses substantial (although unexploited) 

deposits of copper and nickel. Moreover, we would 

remind the reader that the same thesis also applies to 

the states: there are "resource-rich" states and 

"resource-poor" states. 

4. "Infrastructure and facilities inadequate to support the 

expansion of local industry and to attract significant 

outside investment." We disagree completely. Puerto 

Rico's Economic Development Administration maintains 

offices in ten (10) mainland cities, as well as two (2) 

European offices and an office in Japan. Over 150 of 

the "Fortune 1000" manufacturers operate plants in 

Puerto Rico. In 1984, manufacturing constituted 58 

percent of Puerto Rico's GNP. It would be redundant to 

mention here the infrastructure of roads; airport and 

port facilities; electric power; water supply: telecom- 

munication services; available factory, warehouse and 

commercial space; hospitals; schools; universities.; and 

many others, not found in the quantity or quality of 

facilities in Puerto Rico. Suffice it to say that 

Puerto Rico cannot be compared with the other territo- 

ries with respect to infrastructure and facilities for 

commerce and industry. 
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5. "Limited skilled labor forces, and managerial and entre- 

preneurial skills." Again we disagree completely. See 

appendix. As an indirect but perhaps persuasive 

indication, San Juan alone has some 20 employment 

agencies and/or executive management recruitment firms. 

Approximately 85% of middle management is Puerto Rican. 

6. "Large public sectors, ranging from 24 percent in Puerto 

Rico to 46% in Guam." First, the Draft Report (in 

Appendix I, page 80) states that the public sector in 

the Trust Territory ranges up to n. Second, Puerto 

Rico's public sector employment is not much greater than 

that of many states. Hawaii, for example, has 21% 

employment in the public sector. 

7. Apart from these "constraints" mentioned in the Report, 

we include two positive factors which were not 

specifically acknowledged. 

A. Educational. Svstem. For details, see Appendix. We 

would simply state that Puerto Rico has more 

students in post-graduate institutions than the 

entire population of any other territory & more 

students per capita enrolled in institutions of 

higher education than the U. S. national average. 

B. Manufacturing, commerce. trade, In 1983, some 58% 

of Puerto Rico's Gross State Product came from these 

sectors, which employ 38% of the work force. Also, 

employment is diversified among the various 
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manufacturing, financial and construction sectors. 

Therefore, there is no comparison with the other 

territories which have virtually no manufacturing 

sector and/or are almost exclusively dependent on 

tourism and one other source of non-governmental 

employment (e.g., American Samoa-tuna canneries; 

Guam-military.) 

III. "Economic Self-relwce." The Report emphasizes 

the lack of "self-sufficiency" and heavy 

dependence on federal assistance. We assert that 

"economic self-sufficiency," while a laudable goal, 

is simply imoossible b tm world ti trade and 

commerce. We know of no state which does not share 

economic interdependence with other states and the 

federal government. Would GAO infer that Hawaii 

should be economically self-reliant despite its 

distance from the mainland, geographic isolation, 

limited population and comparative lack of natural 

resourcesir 

We know of no small nation which is not economic- 

ally interdependent to a large extent with one or 

more major nations. If, by "economically self- 

reliant," the Report refers to dependence on fed- 

eral assistance, we disagree sharply with Table 2 

on page 38. According to most authorities, federal 
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IV. 

transfer payments from the U. S. constituted 21.4% 

of Puerto Rico's Gross National Product in 1981, 

23.0% in 1982 and 22.6% in 1983. Of these transfer 

payments, 59% were earned benefits. While federal 

assistance to Puerto Rico is higher than to most 

states, it is not unreasonably out of proportion, 

given Puerto Rico's per capita income and relative 

poverty. According to a study by the National Gov- 

ernors' Association in 1982, federal assistance 

constituted the largest single source of revenue 

for ti the states. 

If the staff of GAO relied on Federal Expenditures 

by State for FY 1983 for the table on page 39, we 

would point out one glaring omission. Because of 

a computer code error by DOD when supplying this 

information, Defense procurement contracts are 

stated as SO, whereas actually they totalled $217 

million. Defense procurement contracts, like 

earned benefits, may be a federal exoenditure, but 

are not regarded as federal assistance. 

"Economic Develooment Strateav". Page 39-40. There 

is an underlying premise in the Draft Report: 

namely, that the U. S. has no economic development 

strategy for the territories, except for piecemeal 

actions such as Operation Bootstrap. We believe 

that the economic development strategy of the 
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na should take into account the situation of the 

territories as well as that of the states, insofar 

as possible. For those unfamiliar with federal 

programs, we believe that there should be some men- 

tion that, aside from loans, there are few federal 

grant programs dedicated to economic development w 

E (Community Development Block Grants (CDBG), Urban 

Development Action Grants (UDAG), and Economic 

Development Administration (EDA) grants). 

Concerning these programs, Puerto Rico's allocations 

have been equitable and respond to Puerto Rican 

development plans. Also Puerto Rico has an enviable 

record in UDAGs, which are competitive nationwide 

among all municipalities, large and small. 

V. Political Status. 

1. We submit that although Puerto Rico now has the same 

internal powers as a state, the word "commonwealth" 

itself means nothing when applied to Puerto Rico, 

since the Island possesses none of the attributes 

or drawbacks of quasi-sovereignty or sovereignty. 

On the contrary, Puerto Rico is completely subject 

to the decisions of the Congress of the United 

States (See Harris YI. Santiaao_Rosario 446 U. S. 

651 (1980)). Puerto Rico is no more a 

"Commonwealth" (in the sense of Canada within the 
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British Commonwealth) than is the 

Palau a Republic (in the sense of 

Republic). 

"Republic" of 

the Dominican 

2. Although purportedly the Draft Report does not deal 

with status, there is a disquieting emphasis on the 

"Compact of Free Association for Micronesia," as if 

this Compact offered a model for U. S. policy 

toward all the territories. From its context, the 

Report appears in this regard to be contemplating 

only the other Pacific territories; nevertheless, 

we must note the possibility that many readers will 

understand it to include Puerto Rico, as well, 

through ignorance or misinterpretation. We must 

confess that we feel almost equally ignorant about 

the Republic of Palau, the Republic of the Marshall 

Islands and the Federated States of Micronesia. It 

is not for us to pass judgment on the aspirations 

and destiny of these 116,000 non-citizens under 

trusteeship, or on the merits of the present 

proposed Compact achieved for two of these three 

entities after 15 years of negotiations, at a cost 

that would amount to $2.2 billion over the next 15 

years. 

The Compact is an accomplished fact and we hope it 

will be successful for Micronesia. However, it is 

apparent to us that the Report (in its present 
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form) could be readily exploited by separatists in 

Puerto Rico 

accelerated 

as an argument to support a gradual or 

move away from political equality with 

the rest of the nation (U.S.). 

Those provisions of the Compact which include the 

option of unilateral termination thereof by either 

the U.S. or Micronesia at any time; the requirement 

for a national plan which must receive the 

concurrence of Congress; the geroetual right of the 

u. s. to deny access for security reasons -- these 

aspects will be downplayed by Puerto Rico 

separatists in favor of stressing the "free" use of 

a bonanza of billions of dollars, in an appeal .to 

greed rather than to integrity. The reaction from 

other ideological sectors will stress the prospect 

of losing our close ties to the U. S. despite the 

desire of no less than 45% of our population who 

desire equality 
;5 

The adverse 

through statehood. 

consequences of the resuiting 

controversy could very well include a flight of 

capital, the posponement or cancellation of planned 

investment, and an upsurge in migration to the 

mainland by experienced and highly productive mem- 

bers of our professional and managerial sector. 
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VI. 

We fully realize that the formulation of political. 

status options is neither the focus of the Draft 
3 

Report nor the intent of Senator McClure's 

request, and that a factual narrative concerning the 

Compact has nothing to do with the use to be made of 

the Report thereafter. However, since any 

discussion of organizational or policy changes will 

necessarily involve status, we feel that explicit 

acknowledgment of the fact that Puerto Rico's situa- 

tion is completely different from those of the other 

territories would be more realistic and more in 

keeping with the purpose and intent of the Report. 

National Securitv. We find the emphasis on page 2 

(to the effect that U. S. interests focus on 

national security) to be --if true-- a sad commen- 

tary on the significance of Puerto Rico's 86-year 

history as a United States possession. This section 

reads as if Puerto Rico were a foreign nation which 

has to be persuaded to continue "close and friendly 

relations" with the U. S. Puerto Ricans have been 

U.S. citizens for almost 70 years. Presently there 

are some 150,000 Puerto Rican veterans of the U. S. 

armed forces residing on the Island. Some 2,000,OOO 

Puerto Ricans reside in the 50 states. 
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This statement constitutes an insult to our 

loyalty, our integrity, and to our recor'd of 

participation in the affairs and in the defense of 

the nation. We might add that it also offers what 

would readily be construed as federally sanctioned 

encouragement to radical elements whose goal is to 

force Puerto Rico's separation from the U. S. 

against the will and the democratically expressed 

desire of the overwhelming majority of the Puerto 

Rican people. 

Submitted by: 
CARLOS ROMERO-BARCELO 
GOVERNOR OF PUERTO RICO 
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TABW XIII 

ENRO1xmNT AT UNIVERSITY LEVEL BY INSTITUTIONS, PUERTO RICO: 1976-77 TO 1982-83 

--- .-_ -. 

Institutions 
: : 

: 1976-77 : 1977-78 1978-79 I : 1979-m : 1980-81 : 1981-H1 : 1962~8s -_- . 

Total 

University of Puerto Rico 

RIO Piadram , y Crcramuror 
Hayague 
CicticiktGdicao 

C*Y*Y 
HmAcao 
B~yubn Col. Univ. Tee. 
Aracibo Cal.. Univ. Tat. 

% Ponce Cal: Univ. tat. 

Regional Coll,eqesL' 

Arocibo 
Pow&/ 
Fh)Wdh 
Aguadillr 
Carolina 
Utuado 

Other Governmental Organizations~' 

Private Institutions 

Rt~d~eport Univoreity 
Unlvaraidad Incorauricana 
llnlvermidad Cat6lica de P.R. 
lundacibn Educ. Ana C. Hindet 

111,311 

50,225 

24,216 
9,130 
; ,1:0 
2.351 
3,233 

9,175 

2,369 2,359 
1,922 1,622 
2,763 2,879 
1,005 1,036 
1,086 1,206 

26,379 28,420 
10,804 11,762 
10,560 12.2.45 

119.083 126,19b 130,105 135,160 139.45'1 

50,492 

23,846 
8,767 
2,835 
2,601 
3,343 

SO.248 50.H37 52.680 

23,531 
8,899 
2,5H3 
2,541 
3,277 

22,816 
8,339 
2,476 
2,695 
3,86i3 
3,963 

23.373 21,267 
8,808 9,23M 
2,571 2.6:s 
2,83$ 3,i>s 
3,693 3,307 
3,967 3.90s 
2,863 2,821 

9,100 9.417 6,680 6.749 

3/ 
1,631 

2,422 
1,523 
3,136 
1,133 
1,203 

._ 

2,467 
1,515 

.3/ 
1.5‘65 

2,586 

66.00s 

2,455 

1,045 
!,458 

195 3 

3,119 

1,067 1,160 
1,614 1,644 
617 469 

71,49') 7h.149 

3,246 

79.2;4 

29& _ 
2(1,74Y 10,226 
lit138 11,698 
13,093 12,279 

32,396 
11,456 
12.91s 

lr42'l 

a3;374 

'_ 

34,419 
12,021 
'13,307 



5 
cant ‘cl (TABLE XIII) 

Institutions : : : 3 
: 19?h-77 : 1977-70 : 1918-79 : 1979-80 : 1980-81 : 1981-82 : 1982-83 - -- z 

\‘f~lv*arsldad Sadrado Corazi(n 
11111’je: ?r~dad Cellk ral de H&yam& 
Iln~vvrs~dad tlundial 
Anlllllan College 
Cur rhbean University College 
Inac ituto Comercial de P.R. 
E.U.P. College 
New YlBrk University 
Amel lcdn College of P.R. 
bmirez College of BueLness and Technology 
Cetbl ro Car Iberia de Estudios Post-Craduadoe 

3,934 5,051 
2 ,(,‘)9 2,615 
3,795 4,813 

248 195 
8bb 904 

3,Y29 6,425 
2,Yll 2,704 
4,813 4,666 

541 732 
1,204 1,591 
1.400 I 794 

817 I ,ou4 
229 214 

1.313 2,009 
660 717 

6,588 7,032 
1,912 1‘,104 
4,751 4,536 

647 753 
1,949 2,197 
1,619 1,652 
1,327 1,842 
232 251 

2,406 2,910 
688 623 
348 367 

5,327 
700 

2,6Y4 
1,472 
2,334 

197 
3,518 

604 
392. 

Authorized Private Ins'&tutions _. 3,505 4,279 

Escuclas de Enfermeree (01 Anesteeistas 
tkw~~cal Auxillo Mutuo 
Puerto Rican School For Nurse Anesthcrinr 

g Huert am Business Co1 1eRe 
ln*t i.tuto ficnico Comercial Junior Co1 Iewe, Inc. 
Coleg~o Universitario Cristiano de lae Am6ricas 
New llampuhire College 
Canuda City College 
Unlverwidad Pol itknica de P.R. 
Faculcrd para las Ciencias Sociales Aplicadas 
Unlvernity of Phoenix, Residence Center 
\lnlversiJad Central de1 Caribe, Inc. 
tacuela de Redlclna San Juan Mautista 
Ponce Srtlool of Medicine 
Fordham 1lnivcrsit.y 
Puerto Rico Institute of Psychiatry 

20 
35 
337 

_ 733 
N.D. 

90 
- 714 

407 
22 

215 
a 423 

156 
150 
121 

22 

20 
16 

559 
643 
243 
140 
858 
579 

18 
304 
318 
171 
179 
208 

23 

___--___ -- 

lJ Total included in the total for the University of Puerto Rico. % 
2f Qx~~;ervatory of Music, Institute of Puer-to Rican Culture, Tecllnologi cal College for the Community, V 

‘leclmological Institute for the Community. 

3J Becble University College in 1’180-01. 

aJ this Institute ceased operations in Puerto Rico. 

b/ kcame Technological University College. 

Source of lrdorrndt ion : CoullLil 1 tit’ Iiig:trer Wuc~tion. 



TABTEXV 
INDusI‘RI;AL~ ~?~~'mmr IN Pmm.RIcO: X&ENQ4RyEARs1976to1982 (InThousands) 

Industrial Group 1976 1977 1978 1979 -1980 1981 1982 ._- 

All Industries 690 700 730 745 760 742 704 

igiculture, Forestry, Fishery 44 39 36 37 41 37 35 

~Gmstrwtim 44 40 44 43 45 41 32 

!Qnufacture 129 139 147 143 141 140 132 

Comnerce 132 137 140 140 141 141 137 

'l'ransportatim, bammications and 
Public Utilities 

:k1-Vkes 

Ibblic Administration 

Ober ZnJustries lJ 

45 46 46 47 48 48 46 

119 122 128 133 136 135 129 

158 157 170 181 185 177 172 

19 20 20 21 23 23 21 g 
'd 

L/ Includes Mining, Finance, Insurance and Real Estate. 
5 
H 
x 

!bte: The amunts do not totaled due to rounding out. 2 

Swrce : Ibzto Rico Departn-mt of Labor and Hman,Resources, Statistics Division 



: 

APPENDIX VI 

Corrections 

APPENDIX VI 

1. page 9. "Treaty of Peace" should be "Treaty of Paris". 

2. page 17. Before 1952 & after 1952! Puerto Rico's 
resi.dents have debated political status with 
the United States. 

3. page 48-49 Jones Act. On October 30, 1984, the President 
signed into law, H.R. 89, which allows foreign- 
flag vessels to operate in the U.S.-Puerto Rico 
passenger trade, provided U.S. flag service is 
not available. 
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KICARDOJ. BORDALLO 
CiOVEHNOH 

TERRI~-oRY OF GtJAM 

OFFICE OF THE GOVERNOR 

AGAKJA. GUAM 96910 
U. S. A. 

December 20, 1984 

APPENDIX VII 

Mr. Frank C. Conahan 
Director 
National Security and International 

Affairs Division 
United States General Accounting Office 
Washington, D.C. 20548 

Dear Sir: 

This letter is in response to your transmittal of October 11, 1984, of a 
draft report on “Issues affecting U.S. Territory and Insular Policy.” 

I have no detailed suggestions. on the draft report, but wish to comment 
in general that the crux of improving federal-territorial relations is the need 
for a flexible response by Washington to each individual territory’s distinctive 
and separate needs for self-determination. There is no need at this time for 
Congress to establish “an ultimate status for the territories!’ as implied on 
page 24 of the draft report. For Guam, what is needed specifically is positive 
support by all federal executive agencies and by the Congress of the “Guam 
Commonwealth Act, ” which will be submitted in 1984 for Congressional action. 
The creation of Commonwealth status for Guam by that act will resolve for us 
many of the issues addressed in the draft GAO report while safeguarding U. S. 
national interests in the Pacific. 

I appreciate greatly GAO’s efforts to alert Congress to the need for 
greater attention to territorial needs. 
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DESCRIPTION OF'U'.S.' TERRITORIES 

AND INSULAR AREAS 

The following describes the geographic loca 
ulation, and certain economic indices of the 
U.S. territories discussed in this report 
Territory of the Pacific Islands. In addition, 
the smaller island possessions are provided. 

AMERICAN SAMOA 

American Samoa's seven islands have a land area of',&. 
square miles and are about 4,100 miles from the U-S. mainland. 
Over 96 percent of the land is owned communally. American 
Samoa's population is about 34,000.~ In 1982,.38 percent of the 
work force was employed by the local government. The largest 
private sector activity, tuna canneries, comprised 22 percent of 
total employment. In 1982, the unemployment rate was 12 per- 
cent. 

GUAM 

-Guam lies .about. 6,000~ miles southwest of San Francisco. 
It.has., an area of 209 square miles and a population of about 
105,000.~ Over 20 :percent of the population is comprised of 
military. personnel,. federal' employees and their dependents. 
GuamQ economy is #highly dependent on government activities. 
In 1983, 46 percent of the civilian work force was engaged in 
public sector .employment. Most private sector activities are 
services catering to. the needs of tourists, the military, or 
local government. Per capita income in 1982 was $7,010. In 
1981, 9 percent of the civilian work force were.unemployed. 

NORTHERN MARIANA ISLANDS 

The Northern Mariana Islands (NMI) consists of 21 islands, 
with a land area of approximately 185 square miles. Only 6 of 
the islands are inhabited.: The NM1 is approximately 6,000 miles 
from the mainland U.S.., ‘The population is estimated at 17,000 
with the 'majority living on the largest island, Saipan. The NM1 
had a per capita income ,estim,ated to be at least $2,700 in 
1979. The economy mostly depends on government employment. 
More than 30 percent of its work force of 6,000 was engaged in 
public sector activities in 1979. , 

PUERTO RICO 

Puerto Rico is the largest, most populous U.S. territory. 
Its land area is about 3,500 square miles. The island is 
located 885 miles southeast of Florida and has about 3.3 million 
residents. Manufacturing and trade are important parts of the 
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local economy, comprising about 52 percent of the territory's 
gross national product in 1983. Puerto Rico is heavily depen- 
dent, however, on government employment. About 24 percent 
of the work force was employed by the government in 1983. Per 
capita income was $3,900 in 1983 and in 1983 the unemployment 
rate was 23 percent. 

U.S. VIRGIN ISLANDS 

The Virgin Islands, which are located in the eastern Carib- 
bean, are 1,400 miles from New York. The principal islands, 
St. Thomas, St. Croix, and St. John, have a combined land area 
of 130 square miles. The population of the islands is about 
100,000 and the per capita income in 1982 was $7,078. The local 
economy depends heavily on government employment and tourism. 
In 1982, public sector employment accounted for 37 percent of 
the total work force. Unemployment was 7.8 percent in 1982. 

TRUST TERRITORY OF 
THE PACIFIC ISLANDS 

The Trust Territory of the Pacific Islands lies in an 
expanse of the Western Pacific Ocean equal in size to the con- 
tinental United States. The land area, however, is about one- 
half the size of Rhode Island. The far western boundary of the 
area is 500 miles from the Philippines; Hawaii is about 1,800 
miles from the eastern border. The Trust Territory's three con- 
stitutional governments-- the Federated States of Micronesia, the 
Marshall Islands, and the Republic of Palau--have a combined 
population of about 116,000. All three Micronesian states have 
large public sector work forces, ranging from 40 to 57 percent. 

SMALLER INSULAR POSSESSIONS 

Baker, Howland, and Jarvis 

Baker, Howland, and Jarvis are all uninhabited Pacific 
islands. These islands are located about 1,600 miles southwest 
of Hawaii. Each was placed under the Secretary of the Inter- 
ior's jurisdiction in 1936, and are administered by the Fish and 
Wildlife Service. 

JOHNSTON ATOLL 

Johnston Atoll, which is located about 700 miles southwest 
of Hawaii, was annexed by the U.S. in 1858. In 1934, Johnston 
was placed under the Department of the Navy's jurisdiction. 
Operational control was transferred to the U.S. Air Force in 
1948. Presently, the Defense Nuclear Agency administers the 
island. Approximately 325 U.S. military and civilian personnel 
are stationed on Johnston. The island has no indigenous popula- 
tion. 
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KINGMAN REEF 

Kingman Reef is uninhabited and located about 920 miles 
south of Hawaii. It was annexed by the U.S. in 1922. In 1934, 
Kingman Reef was placed under the Department of the Navy's 
jurisdiction where it remains today. At this time, the Navy is 
not expending any money to maintain the 10 mile long island. 

MIDWAY ISLANDS 

Midway Island, an Atoll located about 1,200 miles northwest 
of Hawaii, was annexed by the U.S. in 1867. Midway is admin- 
istered by the Department of the Navy and has no native popula- 
tion. Currently, Midway is inhabited by a small number of mili- 
tary and civilian personnel. 

NAVASSA ISLAND 

Navassa Island is located about 30 miles off the west coast 
of Haiti. The U.S. has claimed and exercised jurisdiction over 
the island since 1858. The U.S. Coast Guard is responsible for 
maintaining the navigational light on this small island. 

PALMYRA ISLAND 

Palmyra Island, consisting of more that 50 islets, lies 
about 1,000 miles south of Hawaii. It was annexed to the U.S. 
with Hawaii in 1898. Palmyra is uninhabited and privately 
owned. 

WAKE ISLAND 

Wake Island is located approximately 2,300 miles west of 
Hawaii and 1,500 miles northeast of Guam. Wake's total land 
area is about 2.5 square miles. The island is the site of a 
U.S. Air Force air field and houses a small number of military 
and civilian personnel. In 1972, Wake Island's civil adminis- 
tration was transferred to the Air Force, although Interior for- 
mally retains jurisdiction. 
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I ; SELECTED REPORTS AND STUDIES ADDRESSING 

THE U.S. TERRITORIES AND THE 

TRUST TERRITORY OF THE PACIFIC ISLANDS 

The following is a listing of selected reports and studies 
on the territories prepared by GAO and other federal agencies. 
These reports provide detailed analyses of many of the policy 
issues surrounding United State.s-territorial relations addressed 
in this report. 

GAO REPORTS 

Ways to Reduce the Cost of Medical Referral 
Programs in Micronesia and American Samoa , 
(NSIAD-84-139) 

i ._ . *, 
Followup of Guam's Administration of Its 
Income Tax Program (GGD-84-11) 

'U.S. Customs Service's Collection of Duties 
on Imports to the Virgin Islands (GGD-84-26) 

. . 

The. Challenge of Enhancing Micronesian 
Self-Sufficiency (ID-83-28) 

.) 
' Navy's Transfer of Power System to Finan- 
cially Troubled Guam Power Authority Has 
Been Delayed (ID-83-l) 

The Federal Audit Function in the Territories 
Should Be Strengthened (AFMD-82-23) 

Limited Progress Made in Consolidating Grants 
to Insular Areas (GGD-81-61) 

Puerto Rico's Political Future: A Divisive 
Issue with Many Dimensions (GGD-81-48) 

Experiences of Past Territories Can Assist 
Puerto Rico Status Deliberations (GGD-80-26) 

Problems with New Responsibilities of Self- 
Government in the Northern Mariana Islands 
(ID-80-20) 

The Government of Guam's Administration of 
Its Income Tax Program (GGD-80-3) 

.Date 

08/09/84 

1 O/26/83 

10/25/83 I 

01/25/83 

07/02/82 

03/25/83 

07/10/81 

03/02/81 

03/07/80 

03/07/80 

10/03/79 

, 
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American Samoa Needs Effective Aid to Improve 
Government Operations and Become a Self- 
Supporting Territory (CED-78-154) 

Technical Assistance: A Way to Promote Better 
Management of Guam's Resources and to Increase 
Its Self-Reliance (GGD-77-80) 

Proposed Financial Management System for the 
Central Government of the Trust Territory of 
the Pacific Islands (FGMSD-77-27) 

Financial Management of Virgin Islands 
ernment Needs Substantial Improvements 
(B-114808) 

Gov- 

04/18/77 

03/02/71 

AGENCY STUDIES AND REPORTS 

U.S. Department of Commerce, Economic Study of Puerto Rico, 
December 1979. 

U.S. Department of the Interior, The Economy of the Virgin 
Islands, June 20, 1979. 

U.S. Department of the Interior, Report on Infrastructure Needs 
of Guam 1980 through 1990, June 25, 1979. 

Department of the Treasury, The Operation and Effect of the 
Possessions Corporation System of Taxation, Annual Report. 

Department of the Treasury, Territorial Income Tax Systems, 
October 1979. 

(472034) 
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