MARSHALLS HUMAN DEVELOPMENT PROJECT

Federal Govermment Allocation of Program Budget

The accompanying chart contains a survey of the budget-
ary break-down of the request for $1,826,785 for the Mar-
shalls Human Development Project, as mentioned in Publie
Law 94-255.

The data indicates the total budget allocated for
each program, and the federal share of that budget, plus the
percentage of the federal portion to the total budget out-
lined in the project.

Then details are presented, indicating the peneral ex-
penses involved, and highlighted in the last column are the
major capital expenses crucial to the program. Request for
immediate funding focuses on tools and equipment needed in
four major arenas of capital expenses: (1) small businesses,
(2) occupational training, (3) copra lagoon and ferry systems,
and (4) specific demonstration programs, such as marine
and land farming. *

It is noted that the chart indicates only the first year
funding request. The. four year project is designed on a
sliding scale so that the federal budget allocation the secoand
year is fifty percent of that; the third year is fifty percent
of the previous year. In the fourth year the funds can be
completely phased out as the Marshallese Community absorbs
the entire program budget.

The Institute of Cultural Affairs exists as a not-for-profit
organization. Its programs, designed to be self-supporting, are
initially supported by gifts from foundations, corporationms,
and concerned individuals. Through extensive use of volunteer
time and the principle of staff self-support, the ICA is able to
operate with a minimum of salary expense. The group stands ready
to assist its programs in assuming responsibility for the dispen-
sation of its program funds.
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ALLOCATION OF FEDERAL FUNDS Tvberite

Reursed * Fonroe __f;( ij 2.8

OPERATING
PROGRAM CAPITAL COSTS| SALARIES EXPENSES TOTALS

MARSHALLS
TRAINING
CORPS 160,201 - 105,000 265,201

INCLUSIVE
APPRENTICESHIP
PROGRAM - 211,380 - 211,380

COPRA
LAGOON
SYSTEM 307,000 - - 307,000

DEMONSTRATION
LAND
FARM 74,000 - - 74,000

SMALL
INDUSTRY
PROGRAM 153,200 - - 153,200

MARINE
FARM
DEMONSTRATION 43,655 26,345 - 70,000

INTER-ISLAND
FERRY

SYSTEM 500,000 44,184 106,035 650,219

DEMONSTRATION
HOUSING
PROJECT 69,000 - - 69,000

TOTALS 1,307,056 281,909 211,035 1,800,000
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ALLOCATION OF FEDERAL FUlDS

PROGRAM

MARSHALLS
TRAINILC
CORPS

CAPITAL COSTS

80,100

SALARIES

OPERATING
EXPLLSES

52,500

TOTALS

132,600

IHCLUSIVE
APPRENTICESHIP
PROGRAM

lus,690

105,69V

COPRA
LAGOON
SYSTEM

153,500

153,500

DEMOLSTRATION
LAND
FARM

37,000

37,000

SMALL
IIDUSTRY
PROGRAM

76,600

76,600

MARINE
FARM -
DEMONSTRATION

13,173

35,U0V

INTER-ISLAND
FERRY
SYSTEM

22,092

325,110

DEMONSTRATION
HOUSIKG
PROJECT

34,500

TOTALS

653,528

. 21,827
25,0V ..
34,500

140,955

105,518

400,000

=26=-




PROGRAM INCOME SUMMARY

PROGRAM

Marshalls
Training
Corps

132,600 | 132,601

TOTAL
BUDGET

439,800 705,001

Inclusive
Apprenticeship
Program

105,690 105,690

Copra
Lagoon
System

153,500 153,500

531,200 838,200

Inter-Island
Ferry
System

325,110 325,109

859,419

Small
Industry
Program

216,450

Marine
Farm
Demonstration

107,395

Demonstration
Land
Farm

74,000

Demonstration
Housing
Project

TOTALS

900,000 900, 000

149,000

1,432,745 3,232,845

-25-

283,380




ALLOCATION OF FEDERAL FUIIDS

MARSIIALLS
TRAINING
CORPS

80,100

CAPITAL COSTS

OPERATING

SALARIES EXPENSES

TOTALS

132,600

INCLUSIVE
APPRENTICESHIP
PROGRAM

1vus,690

105,690

COPRA
LAGOOY
SYSTEM

153,500

153,500

DEMOLSTRATION
LAND
FARM

. 37,000 )

37,000

SMALL
INDUSTRY
PROGRAM

MARINE
FARM
DEMONSTRATION

13,173 -

INTER-ISLAND
FERRY
SYSTEM

- 22,092

325,110

DEMONSTRATION
HOUSING
PROJECT

34,500

76,600
21,827
250,000

TOTALS

653,528

34,500

140,955 105,518

900,000

-26=



MHDP ICA
BUDGET SUMMARY Consultants

showing program costs and funding sources

NON-FEDERAL SOURCES
PROGRAM TOTAL FEDERAL

Private | rust Nitijela |Program | Total SOURCES
iTerritory '
l. Inter-Island
Ferry System 429,419 | 12,660 -0~ 10,000 |286,759 | 309,419 | 120,000

2. Marshalls
Training Corps 867,201 |31,800 50,000 50,000 (365,001 | 496,801 | 370,400

3+ All-Island i

P Soknkl 48,490 | 2,400 |40,090 -0- 6,000 | 48,490 -0-
4. Heritage-

Tourism Project 222,300 159,100 10,000 10,000 -0- 79,100 143,200
5. Small Industry

Prtsrra 90,750 |10,750 |25,000 5,000 -0- 40,750 | 50,000
6. Copra-Lagoon

l Svstem 1,038,200]1601,200 104,000 -0- -0- 705,200 333,000

74 Multi-Purpose

Fooals Canben 53,950 | 12,000 | 13,400 | 3,600 -0- 29,000 | 24,950
8. Majuro

Business Center 47,020 3,000 5,000 3,000 4,020 15,020 32,000
9. Coconut

Processing 644,000 404,000 (230,000 | 10,000 -0- | 644,000 -0-

Plant
10 Demonstration

Housing Project | 149,000 | 54,000 =0= e £ 54,000 | 95,000
[ IXiarine Farm

Demonstration 107,395 15,150 20,000 7,500 4,000 46,650 60,745
12 Inclusive

Apprenticeship 283,680 (168,120 50,000 15,560 =-0- 233,680 50,000

FIRST YEAR TOTAL 3,981,40511,374,180(547,490 (114,660 |665,780 |2,702,110]1,279,294

SECOND YEAR ESTIMATE Continuing programs 460,000 860,000

New programs 400,000
THIRD YEAR ESTIMATE Continuing programs 260,000 460,000

New programs 200,000




Calendar No. 483

0411t CONGRERS SENATE { RerorT |
1at Session No. 84408

AUTHORIZATION FOR THE CIVIL GOVERNMENT FOR
THE TRUST TERRITORY OF THE PACIFIC ISLANDS

NOVEMBER 26, 1075.—Ordered to be printed
Filed under authority of the order of the Senate of Noveinber 20, 1975

Mr. Jonxstox, from the Committee on Interior and Insular Aflairs,
submitted the following

REPORT

{To accompany H.R. 7688]

The Committee on Interior and Insular Affairs, to which was re-
ferred the bill (FL.R. 7688) to amend section 2 of the Act of June 30,
1054, providing for the continnance of civil government for the Trust
Territory of the Pacific Islands, having considered the same, reports
favorab g‘ thereon with an amendment to the text and recommends
that the bill as amended do pass.

AMENDMENTS

The Committee adopted an amendment proposed by Senator Hat-
field as follows:

Page 2, line 3, after “1975,” insert “$1,800,000 for a human develop-
ment project in the Marshall Islands,”.

Porrose

The purposc of HL.R. 7688, as reported by the Committee on Interior

+and Insular A fairs, is to authorize appropriations for fiscal years 1976

and 1977, for the period of July 1, 1976 to September 30, 1976 for the
transition to the new fiscal year period, and for other purposes.

BACKGROGND

In an executive communication to the President of the Senate, dated
February 26. 1975, which is included in this report, the Department
of the Interior recommended the enactment of legislation for the
purpose described above,.
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The Department vequested that appropriations of $50,000,000 and
S79.000,000 e anthorized for 1976 and 1977, ]

TLR. 7658 ns amended provides for: eeilings of $50.000.000 for hoth
years; an_anthorization of =13.100.000 for the period July 1. 1976
to September 30, 1976 for the transition to the new fiseal year period:
such amounts as were authorized but not appropriated for fixcal year
1075: $1.8 million for a luman development project in the Marshalt
Islands up to but not exceed SS000,000 for the construction of such
buildings as ave required for a four-year college to serve the Micro-
nesian community : and the continuation of an authorization up to but
not to exceed 310,000,000 to offset reduetions in. or the termination of
Federal geant-in-aid programs. ILR. 7658 also contains. as requested
by the Administration. a formula by which the authorized amounts
may be adjusted upward or downward to reflect changes in the value
of the United States dollar. .

NEeep

The bulk of the increased annual authorization would be devoted to
the Department’s accelerated capital improvement. program which
the Secretary of the Interior announced in January 1974 The accele-
rated capital improvements program has been agreed to because. de-
spite a great expansion of Micronesin’s capital plant over the past six
years. much remains to be dane. The accelerated program is designed
for construction of sueh rudimentary physical infrastructure as will
be necessary for a sound and self-suflicient economy. To the extent
possible. it Jis desirable to have this physical infrastiructure in place
within the next few vears before the trusteeship gives way to a new
political status for Mieronesia in order to make economic self-
suflicieney a more feasible goal when the trusteeship ends.

This policy coincides with the concern over the economy expressed
by Members of the Congress of Mieronesia who cite roads. airports.
and =hipping facilities as high priority items. Counstruction or im-
provement of these and other facilities is vital to education. health.
commerce. and even the most simple operations of government and

rivate enterprize in the Trust Territory. Their imporrance is under-
{’in(-d by the fact that Micronesias 115.000 population is scattered
across 5000000 square miles of ocean. The proposed program will
reflect. & policy of holding down the cost of governmental operations
in order that maximum funding may be devored to important capital
improvements projects.

As stated above, the authorization for the three month period in
1976 is required tomake the adjustment to the new badget lizeal year.

Re-authorizing amounts which were authorized for fiscal year 1975
but not appropriated. will make it possible for the Department of the
Interior to request the replacement of up to approximately $7.000,000
in appropriations which were cut from an authorized increase of
$15,600,000, ‘This money waz vequested to ofl'set. the drastic increases
cxperienced by the Trust Territory in the cost of oil fuel products and
to start up the construction of ships to provide essential shipping
services between the Districts of the Territory and to the outer islands.

At the present time, over 1,000 post-secondary Micronesian students
attend (:o‘lo;:u in Guam and the United States at a total annual cost
of $3,000,000. It is estimated that by the year 2000, Micronesia will

8.K. 4060
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have a need for aver 500 colleze graduates per vear, The growth in
elementary and secondary school enrollment will require at least 200
additional teachers. For these reasons. as a beginning to meeting this
need. the Committee approved the nmendment. adopted by the House
authorizing up to but not to exeeed SS.000000 for the establizhment
and construction of a eampus for a four-year college to serve Micro-
nesia. as based on a stidy of the justification. need, program and master
plan for a_community ‘college of Micronesia. submitted to the C'om-
mittee by Representative Ray Setik. Chairman. Joint Committee on
Program and Budget Planning. Congresss of Micronesia. '

The Committee emphasizes the need for complete and thorough pre-
planning for the establishment of an institution of this type. Refer-
ence is made to not only the planning of the physieal plant. but even
more to the planning of the role and purposes of the college and of
the curriculum by which the agreed-upon purposes are proposed to be
carried out. The Committee suggests that the concept of the com-
munity college be given careful consideration, as well as the appropri-
ate roles and composition of the academic and voeational curriculi
within the context of the community college concept. Attention should
be given to the potential of adult education programs, including such
techniques as correspondence courses,

It is asked that the Committe be informed of the planning and
conclusions arrived at concerning these matters. as well as the plans
for the physical plant. Attention is called to the fact that this bill
authorizes “up to but not to exceed $5.000,0007 for these purposes.

The formula by which the authorized amounts would be adjusted
upward or downward to offset changes in the purchasing power of
the dollar as measured by the Gross National Product Implicit Price
Deflator. is required to meet the terms of agreements reached by the
Administration in the current political status negotiations.

Lecistative HisTory

ILR. 7688 was introduced at the request of the Administration on
June 6, 1975, and was reported by the House Committee on Interior
and Insular Affairs on June 13. 1975, It passed the House on June 16,
1975 and was the subject of a hearing by the Senate Committee on
Interior and Insular Affuirvs on July 23, 1975,

CoatxiTree. RECOMMENDATION

» The Senate Committee on Interior and Insular Affairs. in open
business session on November 21, 1975, by unanimous vote of a ynoruin
present recomnmends that the Senate adopt ILR. 7688, if amended as
described herein.

COMMITTEE AMEXDMENT

The Committee adopted an amendment proposed by Senator ITat-
field to provide $1.8 million for a human development. project in the
Marshall Tslands. As outlined to the Committee. the project wonld
entail §1.8 million in Federal funds to be matched by $2.1 million
from the private sector, program revenues. and the loeal Nitijela, The
project includes an inter-island Ferry, Youth T -aining, Copra Oil
Plant, and & Manculture Farm. The Committee is llopei;}ll that the

.R. 496
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proposed project will be snecessful in improving the cconomic stand-
ards of the Mashallese and will enable them to become more self
suftivient,. ‘

Cost AxD BrnceTary CONSIDERATIONS

Enactment of the bill will increase the fiscal years 1976 and 1977
authorizations by %3.000,000 each year over the existing levels of au-
thorization. A one-time authorization of $8,000,000 for a community
college, and $1.8 million for = human development project are also
provided for. Other provisions of the bill do not increase previous
authorization levels.

Projections for future years, including the five subsequent fiscal
years, will probably be in the same range: however, in any event, the
Congress will have an opportunity to consider those funding levels at
a Iater time.

The expenditures authorized in H.R. 7638 involve necessary govern-
mental activities and programs in remote areas. It is the sense of the
Committee that these out?uys will not result in any significant infla-
tionary impact.

Cuaxcrs 1N Existine Law

In compliance with subsection 4 of rule XXIX of the Standing
Rules of the Senate. changes in existing law made by the bill H.R.
7688, as ordered reported, are shown as follows (existing law pro-

osed to be omitted 1s enclosed in black brackets, new matter is printed

in italic, existing law in which no change is proposed is shown in
roman)

Acr or JUNE 30, 1954 (68 STaT. 330), AS AMENDED
* » * ® * ® [

Skc. 2. There are authorized to be appropriated not to exceed 825.-
000.000 for fiscal vear 1967, for fiscal year 1973, $75.000.000 [plus such
sums ns are necessary, but not to exceed £10.060.000, for cach of such
fiscal years, to offzet reductions in, or the termination of, Federal
grant-in-aid programs or other funds made available to the Trust
Territory of the Iacific Jslands by other Federal agencies] for fiscal
year 1976, £80.000000; for the period beginning July 1, 1976. and
ending September 30. 1976, $15.100000; for fiscal year 1977, 880.-
G00000; and such. amonnts as were authorized but not appropriated
for fiscal year 1975, £1.800.000 jor a hman derelopment pro ject in the
Marshall Islands. and up to but not to cxceed $8.000.000 for the con-
siruction of such buildings as ave required for a jour-year college to
serve the Micronesian community. plus such sums as are necessary. but
not to crceed SINHO0HON, for cach of such Jiscal years. or periods. to

offsct reductions in, or the termination of. Federal grant-in-aid pro-

grams or other junds made available to the Trust Tcrritory of the
Pacific Islands by other Federal agencics, which.amounts for cach such
fiscal year or other period shall be adjusted upiward or downward and
presented. to the Congress in the budget document for the next succeed-
ing fiscal year as a supplemental budget request for the current fiscal
year, to offset changes in the purchasing power of the United States
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dollar by multiplying such amounts by the Gross National Product
Implicit Pricc Deflator for tha third quarter of the calendar ycar
numerically preceding the fiscal year or other period for which such
supplemental_appropriations arc made, and. dividing the resulting
product by the ('ross National Product Implicit Price Deflator for
the third quarter of the calendar year 197 ). to remain available until
expended, to earry out. the provisions of this Act and to provide fora
program of necessary capital un‘)ron-mvnts and public works related
to health, education, utilities, highways, transportation facilities. com-
munications, and public buildings: Irorided, That except for funds
appropriated for the activities of the Peace Corps no funds appro-
priated by any Aet shall be used for administration of the Trust
Territory of the Pacific Islands except as may be specifically author-
ized by law .
Execttive CoMMUNICATIONS

The legislative request received from the Department of the In-
terior setting forth Fxecutive ageney recommendations relating to
TLR. 7688 are set forth helow:

U.S. DerARTMENT OF THE INTERIOR,
OFFICE OF THE SECRETARY.
Washington, D.C., February 18, 1975.
IHon. Nrrsox A, ROCKEFELLER,
President of the Seauate,
Washington, D.C.

Dear Mr. Presioryt: Enclosed is a proposed bill “To amend sec-
tion 2 of the \ct of June 30. 1954, as amended. providing for the con-
tinuance of ¢ivil government for the Trust Territory of the Pacific
Islands.”

Late in the 93rd Congress legislation was introduced and hearings
were held on the Administration’s proposal to authorize appropria-
tions for the continuanee of the eivil government of the T'rust Terri-
tory for fiseal year 1975 and 1976, The reason for the two year pro-
posul was that it would coineide with Stage I of the transition of
Micronesin to a new political status, Since that legislation was in-
troduced. negotiations with the Congress of Micronesia's Joint Com-
mittee on Future Status have experieneed some delay, Tt now appears
that Stage 1 of the transition will alzo include fiscal year 1977, The
attached Departinental proposal has been amended to reflect that
change in schedule in inclhuding fiscal vear 1977, In addition, author-
izations have been includned for the transition quarter between fiscal
year 1976 and fiseal year 1977, This transition quarter will cover
July 1. 1976 through September 30, 1976. We recommend new con-
sideration of the proposed bill and strongly urge that it be enacted.

Public Law 93-111 eurrently authorizes the appropriation of $60
million for fiseal vear 1975, Our proposzed bill would aunthorize a total
annual appropriation of £V million for fiseal vear 1975, and the
1975 constant dollar equivalent of 20 million forr 1976, £15.1 million
for the trausition quarter and £79 million for 1977, Section 2 of our
proposed bill would aunthorize $1.5 million for a special program to

K.R. 406
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aid transition of the Mariana Islunds District to a new commonwealth
status as a territory of the United States. . .

The Trust Territory of the Pacific Islands is administered by the
United States pursuant to a strategic trusteeship agreement concluded
in 1947 with the Security Council of the United Nations. Govern-
mental responsibilities are carried out through a territorial govern-
ment which has executive and judicial branches, and bicameral legis-
lative body composed entirely of Micronesians.

Under the trusteeship agreement, the United States is charged

with the promotion of political, social, educational and economic de-
velopment. Beginning in 1964, with the establishment of the Con-
Fress of Micronesia, political development in the Trust Territory
1as been rapid and, by most accounts, effective. Indeed, the United
States has been engaged since 1969 in continning negotiations with
the Micronesians to determine new political relationships for the area.
One major topic of the negotiations is the future financial assistance
by the United States to Micronesia.

The bulk of the increased annual authorization would be devoted
to the Department’s accelerated capital improvement program which
the Sccretary of the Interior announced in a January 1974 specch to
the people of Micronesia. The accelerated capital improvements pro-
gram has been agreed to because, despite a great expansion of Mi-
cronesia’s capital plant over the past six years, much remains to be
done. The accelerated program is designed for construction of such
rudimentary physical infrastructure as will be necessary for a sound
and self-sufficient economy. To the extent possible, we would like to
have this physical infrastructure in place within the next few years
before the trustceship gives way to a new political status.for Micro-
nesia in order to make economic self-sufficiency a more feasible goal
when the trusteeship ends.

This policy dovetails with concern over the economy expressed by
members of the Congress of Micronesia who cite roads, airports, and
shipping facilities as high priority items. Construction or improve-
ment of these and other facilities is vital to education, health, com-
merce, and even the most simple operations of government and pri-
vate enterprise in the Trust Territory. Their importance is underlined
by the fact that Micronesia’s 115,000 population is scattered across
3,000,000 square miles of ocean. The proposed program will reflect a
policy of holding down the cost of governmental operations in order
that maximum funding may be devoted to important capital improve-
ment projects. The on-going Trust Territory Government program of
replacing U.S. personnel with qualified Micronesians will remain an
integral part of policy in Micronesia. Future requests for appropria-
tions will also seek to continue the fledgling program for education in
self-government and on-going programs the fields of health and ednea-
tion. In addition, we ook for improvement in communications and
transportation among the 2100 islands of Micronesia.

‘The bill provides an authorization of $80,000,000 for 1976 §15.100.-
000 for the transition quarter and $79,000,000 for 1977 plus or minus
such amounts as will offset changes in the purchasing power of he
1.S. dollar measured by the Gross National Product Tmplicit Priee
Deflator. This last provision is necessary for implementing an agree-

S.I. 4968
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ment reached in the negotiations. The selection of the GNP Implicit
Price Deflator as the appropriate index is based on the need to have as
broad and objective an indicator as possible of the changes in the pur-
chasing power of the U.S. dollar.

Our proposal for an expanded authorization would make unneces-
sary the existing authorization of $10,000,000 for terminated categori-
cal grant programs past its present expiration date at the end of fiscal
year 1975. We note that in fiscal 1975 only $700,000 were appropriated
to cover such terminated grants, '

Section 2 of the proposed legislation relates to the negotiations le-
tween the United States and the Marianas Political Status Commis-
sion which will lead to a new Commonwealth status as a territory of
the United States for the Marianas Islands District. The U.S. Con-
gress has final approval authority over these negotiations. Section 2
would anthorize the appropriation of $1,500,000 for a special program
of transition in the Marianas which will include, among other things,
a constitutional convention and referendum, a political status plebi-
scite, political edueation programs and economic, fiscal and physical
planning studics. The need for these funds is quite urgent since the
agreement was signed on February 15, 1975, at which time the transi-
tion phase began.

The proposed increases in authorization are endorsed by Ambassa-
dor Franklin Haydn Williams, the President’s Personal Represent-
ative for Micronesian Statns Negotiations. The proposal in section 1
is deemed vital to our negotiating efforts since it reflects the tentative
agreements reached with the Congress of Micronesia’s Joint Commit-
tec on Future Status at Carmel, California, in March 1974. Section 2
supports the agreement on a Marianas transition program reached in
Saipan in May 1974 during the Fourth round of Marianas political
status negotiations.

The Office of Management and Budget has advised that the presen-
gttior:] of this proposed legislation is in accord with the program of the

resident.

Sincerely vours,
Rovsrox C. Huoenes,

Assistant Secretary of the Interior.

A BILL To amend section 2 of the Act of June 30, 194, as amended. vroviding
for the continuance of civil government for the Trust Territory of the Pacific

Islands

Be it enacted by the Senate and House of Representatives of the
T'nited States of America in Congress assembled, That section 2 of
the Act of June 30, 1954 (68 Stat. 330), as amended, is amended by
deleting “and for each of the fiscal year 1974 and 1975, $60,000,000” and
inserting in lien thereof the following: “for fiscal year 1975, $75,000,-
000; and for fiscal year 1976, $80,000,000; for the period beginning
July 1, 1976 and ending September 30, 1976, $15,100,000; and for fiscal
vear 1977, $79,000,000 which amounts for each fiscal {)ear or other
period shall be adjusted upward or downward, in the budget trans-
mitted to the Congress for the next succeeding fiscal year, to offset
changes in the purchasing power of the United States dollar by multi-
plying such amounts by the Gross National Product Implicit Price

S.R. 490
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Deflator for the third quarter of the calendar year preceding the fiscal
year or other period for which the appropriations are made and divid-
ing the resulting product by the Gross Nationa) Product Implicit Price
Deflator for the third quarter of the calendar year 1974.

Skc. 2. There is authorized to be appropriated $1,500,000 to aid in the
transition of the Mariana Islands istrict to a new Commonwenlth
status as a territory of the United States: Provided however, That no

art of such sum may be obligated or exsended until final agreement
tween the Marianas Political Status ommission and the United
States has been signed.

O
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Calendar No. 483

9411r CoNORESS SENATE { Rerorr
Jat Seasion No. #4496

AUTIIORIZATION FOR THE CIVIL GOVERNMENT FOR
THE TRUST TERRITORY OF TIHE PACIFIC ISLANDS

NovEMRER 28, 1075.—Ocdered to be printed
Filed under authority of the order of the Senate of November 20, 1075

Mr. Jonxstox, from the Committee on Interior and Insular Aflairs,
submitted the following

REPORT

[To éccompan.v H.R. 7688}

The Committee on Interior and Insular Affairs. to which was re-
ferred the bill (FI.R. 7688) to amend section 2 of the Act of June 30,
1054, providing for the continuance of civil government for the Trust
Territory of the Pacific Islands, having considered the same, reports
favorably thercon with an amendment to the text and recommends
that the bill as amended do pass.

AMENDMENTS

The Committce adopted an amendment proposed by Senator Hat-
field as follows:

Page 2, line 3, after “1973,” insert “$1,800,000 for a human develop-
ment project in the Marshall Islands,”.

Puorrose

The purpose of H.R. 7688. as reported by the Committee on Interior

.and Insular A fairs, is to authorize appropriations for fiscal years 1976

and 1977, for the period of July 1, 1976 to September 30, 1976 for the
transition to the new fiscal year period, and for other purposes.

BACKGROGND

In an executive communication to the President of the Senate, dated
February 26, 1973, which is included in this report, the Department
of the Interior recommended the enactment of legislation for the
purpose described above.

57-010
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Ihe Department vequested that appropriations of $50,000,000 and
ST9.000,000 he authorized for 1976 and 1977,

LR, 7655 ns amended provides for: ceilings of 50,000,000 for both
years; an_anthorization of 215.100.000 for the period July L 1976
to September 30, 1976 for the transition to the new fizeal year period:
such amounts as were authorized but not appropri ed for fizeal year
1975 : S1.8 million for a human development project in the Marshall
Islands up to but not exceed S3.000,000 for the construction of such
buildings as are required for a four-year college to serve the Micro-
nesian communitv: and the continuation of an aut horization up to but
not to exeeed $10.000.000 to offset reductions in. or the termination of
Federal grant-in-aid programs. H.R. 7653 also contains. as vequested
by the Administration. a formula by which the authorized amounts
niay be adjusted upward or downward to reflect changes in the value
of the United States dollar. i .

Neep

The bulk of the increased annual authorization would be devoted to
the Department’s accelerated capital improvement program which
the Seeretary of the Interior announced in January 1974, The accele-
rated capital improvements program has been agreed to because. de-
spite a great expansion of Micronesia’s capital plant over the past six
years. much remains to be done. The accelerated program is designed
for construction of such rndimentary physical infrastructure as will
be necessary for a sound and self-suflicient economy. To the extent
possible, it is desirable to have this physical infrastructure in place
within the next few vears before the trusteeship gives way to a new
political statns for Micronesia in order to make economic self-
suflicieney a more feasible goal when the trusteeship ends.

This policy coincides with the concern over the economy expressed

by Members of the Congress of Micronesia who cite roads. airports.
and shipping facilities as high priority items, Construction or im-
provement of these and other facilities is vital to education. health.
commierce. and even the most simple operations of government and
yrivate enterprise in the Trust Tevritory. Their importance is under-
ined by the fact that Micronesia's 115.000 population is scattered
across 5.000.000 square miles of ocean. The proposed program will
reflect. a policy of holding down the cost of governmental operations
in order that naximmm funding may be devoted to important capital
improvements projects.

As stated above, the anthorization for the three month period in
1976 is required to make the adjustment to the new budget fizcal vear.

Re-authorizing amounts which were authorized for fiscal year 1975
hut not appropriated. will make it possible for the Department of the
Interior to reguest the replacement of up to approximately $7.000,000
in appropriations which were cut from an authorized increase of
$15,600.000. ‘This money was requested to offset. the drastic increases
experienced by the Trust Territory in the cost of oil fuel produets and
to start up the construction of ships to provide essential shipping
services between the Distriets of the Territory and to the outer islands.

At the l)rvs‘cnt time, over 1.000 post-secondary Micronesian students
attend college in Guam and the United States at a total annual cost
of $3,000,000. It is estimated that by the year 2000, Micronesia will
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have a need for aver 300 collewe graduates per vear. The growth in
elementary and secondary school enrollment will require at least 200
additional teachers, For these reasons. as a beginning to meeting this
need, the Committee approved the amendment adopted by the House
authorizing up to but not to exceed $8.000000 for the establizhment
and construction of a campus for a four-year college to serve Micro-
nesia, as bazed on a study of the justification. need. program and master
plan for a_community college of Micronesia. submitted to the Com-
mittee by Representative Ray Setik. Chairman. Joint Committee on
Program and Budget Planning. Congresss of Micronesia.

The Committee emphasizes the need for complete and thorough pre-
planning for the establishment of an institution of this type. Refer-
enco is wade to not only the planning of the physical plant. but even
more to the planning of the role and purposes of the college and of
the currieulum by which the agreed-upon purposes are proposed to be
carried out. The Committee suggests that the concept of the com-
munity college be given careful consideration, as well as the appropri-
ate roles and composition of the academic and voeational curriculi
within the context of the community college concept. Attention should
be given to the potential of adult education programs, including such
techniques as correspondence courses,

It is asked that the Committe be informed of the planning and
conclusions arrived at concerning these matters. as well as the plans
for the physical plant. Attention is called to the fact that this bill
authorizes “up to but not to exceed 25.000,600” for these purposes.

The formula by which the authorized amounts would be adjusted
upward or downward to offset changes in the purchasing power of
the dollar as measured by the Gross National Product Implicit Price
Deflator. is required to meet the terms of agreements reached by the
Administration in the current political status negotiations.

LecisLaTive History

ILR. 7688 was introduced at the request of the Administration on
June 6, 1975, and was reported by the House Conunittee on Interior
and Insular Affairs on June 13. 19735, It passed the House on June 16,
1973 and was= the subject of a hearing by the Senate Committee on
Interior and Insular Affairs on July 23, 1975,

Coxnurree Reconae ENDATION

«The Senate Committee on Interior and Insular Affairs. in open
business session on November 21, 1973, by unanimous vote of a quorum
present recommends that the Senate adopt 11LR. 7688, if amended as
described herein.

CodMMITTEE AMENDMENT

The Commiittee adopted an amendment proposed by Senator ITat-
field to provide $1.8 million for a human development project in the
Marshall Tslands. As ontlined to the Committee. the project wonld
entail SL8 million in Federal funds to be matched by $2.1 million
from the private sector. program revennes. and the loeal Nitijela, The
project includes an inter-island Ferry. Youth Training. Copra Oil
Plant, and a Manculture Farm. The Committee is hopeful that the
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proposed project will be anceessful in improving the cconomic stand-
ards of the Marshallese and will enable them to become more self

sufticient.
Cost AND BrnGETARY CONSIDERATIONS

Enactment of the bill will increase the fiscal years 1076 and 1977
authorizations by $3,000,000 each year over the existing levels of au-
thorization. A one:-time authorization of $8,000,000 for a community
college, and $1.8 million for a human development, project are also
provided for. Other provisions of the bill do not increase previous
authorization levels. . .

Projections for future years, including the five subsequent fiscal
years, will probably be in the same range: however, in any event, the
Congress will have an opportunity to consider those funding levels at
a Jater time.

The expenditures authorized in H.R. 7688 involve necessary govern-
mental activities and programs in remote areas. It is the sense of the
Committee that these outlays will not result in any significant infla-
tionary impact.

Cuaxoes 1v ExistiNe Law

Tn compliance with subsection 4 of rule XXIX of the Standing
Rules of the Senate. changes in existing law made by the bill H.R.
7688, as ordered reported, are shown as follows (existing law pro-
posed to be omitted 1s enclosed in black brackets, new matter is printed
in italic, existing law in which no change is proposed is shown in

roman) :

Act oF JoNE 30,1954 (68 STAT. 330), AS AMENDED
] * * * * * L ]

Skc. 2. There are authorized to be appropriated not to exceed $25.-
000,000 for fiscal year 1967, for fiseal year 1975, $75,000.000 [plus such
sSums as are necessary, but not to exceed £10.000.000, for each of such
fiscal years, to offset reductions in, or the termination of, Federal
grant-in-aid programs or other funds made available to the Trust
Territory of the Pacific Islands by other Federal agencies] for fiscal
year 1976, $80,000000; for the period. beginning July 1, 1976, and
ending September 30. 1976, 815.100000; for fiscal year 1977. 880.-
(00000; and such amonnis as were authorized but not appropriated
for fiscal year 1975, £1.800.000 for a human de relopment project in the
Marshall Islandz. and up to but not to cxceed $8.000.000 for the con-
struction of such buildings as are required for a four-year college to
serve the Alicronesian community. plus such sums as are necessary, but

not to exceed. $10.000000. for cach of such fiscal years. or periods, to.
offset reductions in, or the termination of, Federal grant-in-aid pro-

gramg or other funds made available to the Trust Territory of the
Pacagic Islands by other Federal agencies, achich amounts for each such
fiscal year or other period shall be adjusted uprward or downward and
presented. to the Congress in the budget document for the next succeed-
ing fiscal year as a supplemental budget request for the current fiscal
year, to offset changes in the purchasing power of the United States
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dollar by multiplying such amounts by the Gross National Product
Implicit Price Deflator for the third quarter of the calendar year
numerically preceding the fiscal year or other period for which such
supplemental approprintions arc made, and. dividing the resulting
product by the (;ross National Product Implicit Price Deflator for
the third quarter of the calendar yeap 1974, to remain available until
expended, to earry out. the provisions of this Act and to provide for a
progeam of necessary capital improvements and public works related
to health, education, utilities, highways, transportation facilities. com-
munications. and public buildings: Prorided, That except for funds
appropriated for the activities of the Peace Corps no funds appro-
priated by any Aet shall be used for administration of the Trust
Territory of the Pacific Islands except as may be specifically author-
ized by law .
Execurive CoMMUNICATIONS

The legislative request received from the Department of the In-
terior setting forth Fxeeutive ageney recommendations relating to
11.R. 7658 are set forth helow:

U.S. DEPARTMENT OF THE INTERIOR,
OFFICE OF THE SECRETARY,
Washington, D.C., February 18, 1975.
Ilon. Nrrsox \. RocKEFELLER,
President of the Neaate,
Weashington, D.C.

Drar Mr. Peesinext: Enclosed is a proposed bill “To amend sec-
tion 2 of the .Act of June 30. 1934, as amended, providing for the con-
tinuance of civil government for the Trust Territory of the Pacific
Islands.”

Lute in the ®3rd Congress legislation was introduced and hearings
were held on the Administration’s proposal to authorize appropria-
tions for the continuance of the civil government of the Trust Terri-
tory for fiscal year 1975 and 1976. The reason for the two year pro-
posal was that it would coineide with Stage 1 of the transition of
Micronesin to a new political statns, Since that legislation was in-
troduced, negotiations with the Congress of Micronesia's Joint Com-
mittee on Future Status have experienced some delay. It now appears
that Stage 1 of the transition will also include fiscal year 1977, The
attached Departmental proposal has been amended to reflect that
change in schedule in including fiscal year 1977, In addition, author-
izations have been includued for the transition quarter between fiscal
year 1976 and fiseal yvear 1977, This transition quarter will cover
July 1. 1976 through September 30, 1976. We recommend new con-
sideration of the propozed bill and strongly urge that it be enacted.

Public Law 93-111 curvently authorizes the appropriation of $60
milion for fiscal vear 1975, Our proposed bill would authorize a total
annual appropriation of 75 million for fiscal vear 1975, and the
1975 constant dollar equivalent of 80 million for 1976, £15.1 million
for the transition quarter and £79 million for 1977. Section 2 of our
proposed Lill wonld anthorize $1.5 million for a special program to
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aid transition of the Mariana Islands District to a new commonwealth
status as n territory of the United States. . .

The Trust Territory of the Pacific Islands is administered by the
United States pursuant to a strategic trusteeship agreement concluded -
in 1947 with the Security Council of the United Nations. Govern-
mental responsibilities are carried out through a territorial govern-
ment which has executive and judicial branches, and bicameral legis-
lative body composed entirely of Micronesians.

Under the trusteeship agreement, the United States is charged
with the promotion of political, social, educational and economic de-
velopment. Beginning in 1964, with the establishment of the Con-
oress of Micronesia, political development in the Trust Territory

»

has been rapid and, by most accounts, effective. Indeed, the United
States has been engaged sinee 1969 in continuing negotiations with
the Micronesians to determine new political relationships for the area.
One major topic of the negotiations ig the future financial assistance
by the United States to Micronesia.

The bulk of the increased annual authorization would be devoted
to the Department’s accelerated capital improvement program which
the Secretary of the Interior announced in a January 1974 speech to
the people of Micronesia. The accelerated capital improvements pro-
gram has been agreed to because, despite a great expansion of Mi-
cronesia’s capital plant over the past six years, much remains to be
done. The accelerated program is designed for construction of such
rudimentary physical infrastructure as will be necessary for a sound
and self-sufficicnt economy. To the extent possible, we would like to
have this physical infrastructure in place within the next few years
before the trusteeshi gives way to a new political statuswfor Micro-
nesia in order to make economic self-sufficiency a more feasible goal
when the trusteeship ends.

This policy dovetails with concern over the economy expressed by
members of the Congress of Micronesia who cite roads, airports, and
shipping facilities as high priority items. Construction or improve-
ment of these and other facilities is vital to education, health, com-
merce, and even the most simple operations of government and pri-
vate enterprise in the Trust Territory. Their importance is underlined
by the fact that Micronesia’s 115,000 population is scattered across
3,000,000 square miles of ocean. The proposed program will reflect a
policy of holding down the cost, of governmental operations in order
that maximum funding may be devoted to important capital improve-
ment projects. The on-going Trust Territory Government program of
replacing U.S. personnel with qualified Micronesians will remain an
integral part of policy in Micronesia. Future requests for appropria-
tions will also seek fo continue the fledgling program for education in
self-government and on-going programs the fields of health and eduea-
tion. In addition, we look for improvement in communications nmd
transportation among the 2100 islands of Micronesia. ,

The bill provides an authorization of $80,000,000 for 1976 $15.300.-
000 for the transition quarter and $79,000,000 for 1977 plus or minus
such amounts as will offset changes in the purchasing power of 1he
U.S. dollar measured by the Gross National Product Tmplicit Price
Deflator. This last provision is necessary for implementing an agree-
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ment reached in the negotiations. The selection of the GNP Implicit
Price Deflator as the appropriate index is based on the need to have as
Irroad and objective an indicator as possible of the changes in the pur-
chasing power of the U.S. dollar.

. Our proposal for an expanded authorization would make unneces-
sary the existing authorization of $10,000,000 for terminated categori-
cal grant programs past its present expiration date at the end of fiscal
year 1975. We note that in fiscal 1975 only $700,000 were appropriated
to cover such terminated grants. '

Section 2 of the proposed legislation relates to the negotiations be-
tween the United States and the Marianas Political Status Commis-
sion which will lead to a new Commonwealth status as a territory of
the United States for the Marianas Islands District. The U.S. Con-
gress has final approval authority over these negotiations. Section 2
would authorize the c{ppmpriation of $1,500,000 for a special program
of transition in the Marianas which will include, among other things,
a constitutional convention and referendum, a political status plebi-
scite, political edueation programs and economic. fiscal and physical
planning studies. The need for these funds is quite urgent since the
agreement was signed on February 15, 1975, at which time the transi-
tion phase began.

The propnsed increases in authorization are endorsed by Ambassa-
dor Franklin Haydn Williams, the President’s Personal Represent-
ative for Micronesian Status Negotiations, The proposal in section 1
is deemed vital to our negotiating efforts since it reflects the tentative
ngreements reached with the Congress of Micronesia’s Joint Commit-
tee on Future Status at Carmel, California, in March 1974, Section 2
supports the agreement on a Marianas transition program reached in
Saipan in May 197+ during the Fourth round of Marianas political
status negotiations.

The Office of Management and Budget has advised that the presen-
gttiorzl of this proposed legislation is in accord with the program of the

resident.

Sincerely vours,
Roystox C. HueHEs,

Assistant Secretary of the Interior.

A BILL To amend section 2 of the Act of June 80. 1954, ns amended. providing
for the continuance of civil government for the Trust Territory of the Pacific

Islands

Be it enacted by the Sennte and House of Representatives of the
Inited States of America in Congress assembled, That section 2 of
the Act of June 30, 1054 (68 Stat. 330), ns amended, is amended by
deleting “and for each of the fiscal year 1974 and 1975, $60,000,000” and
inserting in lieu thereof the following: “for fiscal year 1975, $75,000,-
000; and for fiseal year 1976, $80,000,000; for the period beginning
July 1, 1976 and ending September 30, 1976, $15,100,000; and for fiscal
yvear 1977, $79,000,000 which amounts for each fiscal year or other
period shall be adjusted upward or downward, in the budget trans-
mitted to the Congress for the next succeeding fiscal year, to offset
changes in the purchasing power of the United States dollar by multi-
plying such amounts by the Gross National Product Implicit Price
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Deflator for the third quarter of the calendar year preceding the fiscal
year or other period for which the appropriations are made and divid-
ing the resulting product by the Gross National Product Implicit Price
Deflator for the third quarter of the calendar year 1974.

Skc. 2. There is authorized to be appropriated $1,500,000 to aid in the
transition of the Mariana Islands istrict to a new Commonwealth
status as & territory of the United States: Provided however, That no
E:rt. of such sum may be obligated or ex ended until final agreement

tween the Marianas Political Status ommission and the United
States has been signed. o
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AUTHORIZATION FOR TITE CIVIL GOVERNMENT FOR
THE TRUST TERRITORY OF TIE PACIFIC ISLANDS

NOvEMBER 26, 1075.—0Ordered to be printed
Filed under authority of the order of the Senate of November 20, 1075

M. Joxmémx, from the Committee on Interior and Insular Affairs,
submitted the following

REPORT

[To accompany ILIR. 7088]

The Committee on Interior and Insular Affairs, to which was re-
forred the bill (FLL.R. 7688) to amend section 2 of the Act of June 30,
1954, providing for the continuance of civil government for the Trust
Territory of the Pacific Islands, having considered the same, reports
fa\'orabI)' thereon with an amendment to the text and recommends
that the gill as amended do pass.

AMENDMENTS

The Committee adopted an amendment proposed by Senator Hat-

field as follows:
Page 2, line 3, after “1975,” insert “$1,800,000 for a human develop-
ment project in the Marshall Islands,”.

Porrose

The purpose of ILR. 7688. as reported by the Committee on Interior

«and Insular A finirs, is to authorize appropriations for fiscal years 1976

and 1977, for the period of July 1, 1976 to September 30, 1976 for the
transition to the new fiscal year period, and for other purposes.

BACKGROUND

In an executive communication to the President of the Senate. dated
February 26. 1975, which is included in this report, the Department
of the Interior recommended the enactment of legislation for the
purpose described above.
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The Department vequested that appropriations of $50,000,000 and
$79.000,000 bhe authorized for JUT6 and 1977,

LR, 7688 as amended provides for: ceilings of $30.000.000 for hoth
years; an_authorization of =15.100.040 for the period July 1. 19:6
to September 30, 1976 for the t -nsition to the new fiseal year period:
such amounts as were authorized but not appropriated for fizeal year
1975 : S1.8 million for a human development project in the Marshall
Islands up to but not exceed S5.000,000 for the construction of such
buildings as are required for a four-year college to serve the Micro-
nesian communitv: and the continuation of an authorization up to but
not to exceed $10.000,000 to offset reductions in. or the termination of
Federal grant-in-aid programs, IL.R. 7658 also contains, as requested
by the Administration. a formula by which the anthorized amounts
niay be adjusted upward or downward to reflect changes in the value
of the United States dollar. o

NEep

The bulk of the increased annnal authorization would be devoted to
the Department’s accelerated capital improvement. program which
the Secretary of the Interior announced in January 1974, The accele-
rated eapital improvements program has heen agreed to because. de-
spite a great expansion of Micronesia's capital plant over the past six
years. much remains to be done, The accelerated program is designed
for construction of such rudimentary physical infrastructure as will
be necessary for a sound and self-suflicient economy. To the extent
possible. it 'is desirable to have this physical infrastructure in place
within the nest few vears before the trusteeship gives way to a new
political status for Micronesia in order to make ecconomic self-
suflicicney a more feasible goal when the trusteeship ends.

This poliey coincides with the concern over the economy expressed

by Members of the Congress of Micronesia who cite roads. airports.
and shipping facilities as high priovity items. Construction or im-
provement of these and other facilities is vital to education. health.
commerce. and even the most simple operations of government and
yrivate enterprize in the Trust Territory, Their importance is under-
ined by the fact that Mieronesia’s 115.000 population is scattered
across 5.000.000 square miles of ocean. The proposed program will
reflect a policy of holding down the cost of governmental operations
in order that maximmm funding may be devoted to important capital
improvements projects,

\s stated ahove. the anthorization for the three month period in
1976 is required to make the adjustment to the new bndget fiscal year.

Re-authorizing amounts which were authorized for fiseal year 1973
but not appropriated. will make it possible for the Departmment of the
Interior to request the replacement of up to approximately £7.000,000
in appropriations which were cut from an anthorized increase of
$15,600.000, This money was requested to offset. the drastic increases
experienced by the Trust Territory in the cost of oil fuel products and
to start up the construction of ships to provide essential shipping
services bet ween the Districts of the Territory and to the outer islands.

At the l)rcscnt time, over 1.000 post-secondary Micronesian students
attend college in Guam and the United States at a total annual cost
of $3,000,000. It is estimated that by the year 2000, Micronesia will
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have a need for aver 500 college graduates per vear, The growth in
elementary and secondary sehool enrvollment will require at leaxt 200
additional teachers. For these reasons. as a beginning to meeting this
need. the Conmnittee approved the amendment. adopted by the House
authorizing up to but not to exceed $8.000000 for the establizhment
and construction of a eampus for a four-vear college to serve Micro-
nesin. as based on a study of the justification. need. program and master
plan for a_community college of Micronesia, submitted to the Com-
nittee by Representative Ray Setik, Chairman. Joint Committee on
Program and Budget. Planning. Congresss of Micronesia.

The Committee emphasizes the need for complete and thorough pre-
planning for the establishment of an institution of this type. Refer-
ence is made to not only the planuing of the physical plant. but even
more to the planning of the role and purposes of the college and of
the currieulum by which the agreed-upon purposes are proposed to be
carried out. The Committee suggests that the concept of the com-
munity college be given careful consideration, as well as the appropri-
ate roles and composition of the academic and vocational curriculi
within the context of the community college concept. Attention should
be given to the potential of adult education programs, including such
techniques as correspondence courses,

It is asked that the Committe be informed of the planning and
conclusions arrived at concerning these matters. as well as the plans
for the physical plant. Attention is called to the fact that this bill
authorizes “up to but not to exceed £5.000.000” for these purposes.

The formula by which the authorized amounts would be adjusted
upward or downward to offset changes in the purchasing power of
the dollar as measured by the Gross National Product Implicit Price
Deflator. is required to meet the terms of agrecments reached by the
Administration in the current political status negotiations.

Lecistative HisTory

ILR. 7688 was introduced at the request of the Administration on
June 6, 1975, and was reported by the House Committee on Interior
and Insular Affairs on June 13. 1975, It passed the House on June 16,
1975 and was the subject of a hearing by the Senate Committee on
Interior and Insular Afinirs on July 23, 1975,

CoxpduTree RECOMMENDATION

» The Senate Committee on Interior amd Insular Affairs, in open
business session on November 21, 1975, by unanimous vote of a quorum
present revommends that the Senate adopt 1LR. 7688, if amended as
described herein.

CoMMITIEE AMENDMENT

The Committee adopted an amendment proposed by Senator ITat-
field to provide $1.8 million for a hwuman development project in the
Marshall Tslands. As ontlined to the Committee. the project wonld
entail 81.8 million in Federal funds to be matehed by $2.1 million
from the private sector, program revenues, and the local Nitijela, The
Fm]vct includes an inter-island Ferry. Youth Training, Copra Oil

Yant, and a Manculture Farm. The ‘Committee is hopefsul that the
.R. 400



4

proposed project will he suecessful in improving the cconomie stand-
ards of the Marshallese and will enable them to become more self
suflicient.

Cost AND BrnGeTary CONSIDERATIONS

Enactment of the bill will increase the fiscal years 1976 and 1977
authorizations by $3.000,000 each year over the existing levels of au-
thorization. A one-time authorization of £8,000,000 for a community
college, and $1.8 million for a human development, project are also
provided for. Other provisions of the bill do not increase previous
authorization levels.

Projections for future years, including the five subsequent fiscal
years, will probably be in the same range: however, in any event, the
Congress will have an opportunity to consider those funding levels at
a later time.

The expenditures authorized in H.R. 7638 involve necessary govern-
mental activities and programs in remote areas. 1t is the sense of the
Committee that these outlays will not result in any sigmificant infla-
tionary impact.

Cuaxaes 1v Existixg Law

Tn compliance with subsection 4 of rule XXIX of the Standing
Rules of the Senate. changes in existing law made by the bill H.R.
7688, as ordered reported, are shown as follows (existing law pro-

osed to be omitted 15 enclosed in black brackets, new matier is printed
In italic, existing law in which no change is proposed is shown in
roman) :

Acr oF JuxEe 30, 1954 (68 StaT. 330), AS AMENDED
& » * * * * *

Skc. 2. There are authorized to be appropriated not to exceed 835.-
000,000 for fiscal year 1967, for fiscal year 1975, $75,000.000 [plus such
sums as are necessary, but not to exceed £10.000.000, for each of such
fiscal years, to offset reductions in, or the termination of, Federal
grant-in-nid programs or other funds made available to the Trust
Territory of the Pacific Islands by other Federal agencies] for fiscal
year 1976, S80000000; for the period beginning July 1, 1976, and
ending September 30. 1976, 815,100000; for fiscal year 1977. 880.-
N0000; and such amownts as were_authorized but not appropriated
for fiscal year 1975. $1.800.000 for @ human development project in the
Warshall Islande. and up to but not to cxeced $8.900.000 for the con-
struction of such buildings a= are required for a four-ycar college to
serve the Micronesian community. plus such sums as are necessary, but
not to exceed 810000000, for cach of such fiscal years. 0» periods, to

offsct reductions in, or the termination of, F ederal grant-in-aid pro-

grams or other funds made arvailable to the Trust Territory of the
Pacific Islands by other Federal agencics. which. amounts for each such
fiscal year or other period shall be adjusted upward or downward and
presented. to the Congress in the budget document for the next succeed-
ing fiscal year as a supplemental budget request for the current fiscal
year, to offset changes in the purchasing power of the United States
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dollar by multiplying such amounts by the Gross National Product
Implicit Price Deflator for the third quarter of the calendar ycor
numerically preceding the fiscal year or other period for wh ich such
supplemental_approprintions arc made, and. dividing the resulting
product by the (ross National Product Implicit Drice Deflator for
the third quarter of the calendar year 1974, to remain a -ailable until
expended, to carry out. the provisions of this Act and to provide for a
program of necessary capital improvements and public works related
to health, education, utilities, highways, transportation facilities. com-
munications, and public buildings: /’rorided, That except for funds
appropriated for the activities of the Peace Corps no funds appro-
priated by any Act shall be used for administration of the Trust
Territory of the Pacific Islands except as may be specitically author-
ized by law .
Execerive CoMMUNICATIONS

The legislative request received from the Department of the In-
terior setting forth Fxeeutive ageney recommendations relating to
TLR. 7658 are set forth below:

U.S. DEPARTMENT OF THE INTERIOR,
QFFICE OF THE SECRETARY,
Washington, D.C., February 18, 1975.
Ifon. Netsox A. RoCKEFELLER,
President of the Neaate,
Washington, D.C.

Dear Mr. Presipext: Enclosed is a proposed bill “To amend sec-
tion 2 of the .\ct of June 30, 1954, as amended. providing for the con-
tinuance of civil government for the Trust Territory of the Pacific
Islands.”

Latc in the 93rd Congress legislation was introduced and hearings
were held on the Administration’s proposal to authorize appropria-
tions for the continuance of the civil @overnment of the Trust Terri-
tory for fiseal year 1973 and 1976, The reason for the two year pro-
posal was that it wonld coineide with Stage 1 of the transition of
Micronesin to a new politieal status, Since that legislation was in-
troduced, negotiations with the Congress of Micronesia's Joint Com-
mittee on Future Status have experienced some delay. It now appears
that Stage 1 of the transition will also include fiseal year 1977, The
attached Departmental proposal has been amended to reflect that
change in schedule in including fiscal year 1977, In addition, author-
izations have been includued for the transition quarter between fiseal
year 1976 and fiseal year 1977, This transition quarter will cover
July 1. 1976 through September 30, 1976. We recommend new con-
sideration of the proposed bill and strongly urge that it be enacted.

Publie Law #3-111 currently anthorizes the appropriation of %60
million for fiscal year 1975, Our proposed bill would anthorize a total
annual appropriation of %75 million for fiseal vear 19735, and the
1975 constant dollar equivalent of £20 million for 1976, £15.1 million
for the transition quurter and £79 million for 1977. Section 2 of our
proposed bill wonld authorize $1.5 million for a special program to
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aid transition of the Mariana Islands District to a new commonywealth
status as a territory of the United States. ] .

The Trust Territory of the Pacific Islands is administered by the
United States pursuant to a strategic trusteeship agreement concluded
in 1947 with the Security Council of the United Nations. Govern-
mental responsibilities are carried out through a territorial govern-
ment which has executive and judicial branches, and bicameral legis-
]ative body composed entirely of Micronesians.

Under the trusteeship agreement, the United States is charged
with the promotion of political, social, educational and economic de-
velopment. Beginning in 1964, with the establishment of the Con-
oress of Micronesin, political development in the Trust Territory
Tias been rapid and, by most accounts, effective. Indeed. the United
States has been engaged since 1969 in continuing negotiations with
the Micronesians to determine new political relationships for the area.
One major topic of the negotiations is the future financial assistance
by the United States to Micronesia.

The bulk of the increased annual authorization would be devoted
to the Department’s accelerated capital improvement program which
the Secretary of the Interior announced in a January 1974 speech to
the people of Micronesia. The accelerated capital improvements pro-
gram has been agreed to because, despite a great expansion of Mi-
cronesin’s capitnl plant over the past six years, much remains to be
done. The accelerated program is designed for construction of such
rudimentary physical infrastructure as will be necessary for a sound
and self-sufficient economy. To the extent possible, we would like to
have this physical infrastructure in place within the next few years
before the trusteeship gives way to a new political status«for Micro-
nesia in order to make economic self-sufficiency a more feasible gonl
when the trusteeship ends.

This policy dovetails with concern over the economy expressed by
members of the Congress of Micronesia who cite roads, airports, and
shipping facilities as high priority items. Construction or improve-
ment of these and other facilities is vital to education, health, com-
merce, and even the most simple operations of government and pri-
vate enterprise in the Trust Territory. Their importance is underlined
by the fact that Micronesia’s 115,000 population is scattered across
8,000,000 square miles of ocean. The proposed program will reflect a
policy of holding down the cost of governmental operations in order
that masimum funding may be devoted to important capital improve-
ment projects. The on-going Trust Territory Government program of
replacing U.S. personnel with qualified Micronesians will remain an
integral part of policy in Micronesia. Future requests for appropria-
tions will also seek to continue the fledgling program for education in
self-government and on-going programs the fields of health and ednea-
tion. In addition, we look for improvement in communications aml
transportation among the 2100 islands of Micronesia.

The bill provides an authorization of £80.000,000 for 1976 $15.100.-
000 for the transition quarter and $79,000,000 for 1977 plus or minns
such amounts as will offset changes in the purchasing power of the
U.S. dollar measured by the Giross National Product Tmplicit Priee
Deflator. This last provision is necessary for implementing an agree-

S.R. 494
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ment reached in the negotiations. The selection of the GNP Implicit
Price Deflator as the appropriate index is based on the need to have as
broad and objective an indicator as possible of the changes in the pur-
chasing power of the U.S. dollar.

Our proposal for an expanded authorization would make unneces-
sary tho existing anthorization of $10,000,000 for terminated eategori-
cal grant programs past its present expiration date at the end of fiscal
year 1975. We note that in fiscal 1975 only $700,000 were appropriated
to cover such terminated grants. '

Section 2 of the proposed legislation relates to the negotiations be-
tween the United States and the Marianas Political Status Comunis-
sion_which will lead to a new Commonwealth status as a territory of
the United States for the Marianas Islands District. The U.S. Con-
@ress has final approval authority over these negotiations. Section 2
would authorize the appropriation of $1,500,000 for a special program
of transition in the Marianas which will include, among other things,
a constitutional convention and referendum, a political status plebi-
scite, political education programs and economic, fiseal and physical
planning studies. The need for these funds is quite urgent since the
agreement was signed on February 15, 1973, at which time the transi-
tion phase began.

The proposed increases in authorization are endorsed by Ambassa-
dor Franklin Haydn Williams, the President’s Personal Represent-
ative for Micronesian Statns Negotiations, The proposal in section 1
is deemed vital to our negotiating efforts since it reflects the tentative
agreements reached with the Congress of Micronesia’s Joint Commit-
tee on Future Status at Carmel, California, in March 1974. Section 2
supports the agreement on 2 Marianas transition program reached in
Saipan in May 1974 during the Fourth round of Marianas political
status negotiations.

The Office of Management and Budget has advised that the presen-
i;ttim:l of this proposed legislation is in accord with the program of the

resident.

Sincerely yours,
Rovstox C. HucHes,

Assistant Secretary of the Interior.

A BILL To amend section 2 of the Act of June 30. 1954. as amended, providing
for the continunnce of civil government for the Trust Territory of the Pacific

Islands

Be it enacted by the Senate and House of Representatives of the
Tnited States of America in Congress assembled, That section 2 of
the Act of June 30, 1954 (68 Stat. 380), as amended, is amended by
deleting “and for each of the fiscal year 1974 and 1975, $60,000,000” and
inserting in leu thereof the following: “for fiscal year 1975, $75,000,-
000; and for fiseal year 1976, $80,000,000; for the period beginning
July 1, 1976 and ending September 30, 1976, $15,100,000; and for fiscal
vear 1977, $79,000,000 which amounts for each fiscal year or other
period shall be adjusted upward or downward, in the budget trans-
mitted to the Congress for the next succeeding fiscal year, to offset
changes in the purchasing power of the United States dollar by multi-
plying such amounts by the Gross National Product Implicit Price

S.R. 496
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Deflator for the third quarter of the calendar year preceding the fiseal
year or other period for which the appropriations are made and divid-
ing the resulting product by the Gross National Product Implicit Price
Deflator for the third quarter of the calendar year 1974.

Skc. 2. There is authorized to be a.}igropriated $1,500,000 to aid in the
transition of the Mariana Islands istrict to a new Commonwealth
status as & territory of the United States: Provided however, That no
g:rt of such sum may be obligated or exgended until final agreement

tween the Marianas Political Status Commission and the United
States has been signed. o

S.R. 400



WHY THE 1.8 MILLION FAILED CONFERENCE

KEY POINTS IN MHDP FUNDING

1. We asked Hatfield to do something he
was incapable of doing.

2. We tried to attack Yates as our problem
instead of surrounding our whole situation|

3. We trusted Bernie and Imeson to do
their homework on what our real situation
was and they failed us.

4. We did not follow the UN lead down to
the bottom, and even though it was flimsy,
we allowed Yates to hurt us with it,

5. We had no Democratic sponsor on either
side of the Hill,

6. We did not work the House from the top.

7. We did not handle the Appropriations
Committee Councils with much finesse.

8. We underestimated the difficulty of
the pppropriation process.

9. We unconsciously let up after the
authorization bill was signed.

10. We did not adequately stress the
anticipated benefits sufficiently in
our story.

11. We failed to commmicate our global
program to lend cred1b111ty to the
MHDP.

12, We failed to brief the District
Office, therefore when we were checked
out we were naked.

13. We seriously misused our Chicago
clout by turning underlings on Yates
which could only offend him,

14. We could not find a way of par-
laying our Town Mecting efforts into
Congressional support.

15, Our forces in the Marshalls were
not capable of being mobilized into a
single pointed work of support.

16. We kept our support base too
limited.

I.
11.
I1I.

Iv.

VI.

VII.

VIII.

IX.

XI.

XII.
XIII.

XIv,

The House defers to the Senate in matters
concerning U.S. policy.

The Senate defers to the House in matters
¢oncerning the expenditure of funds.

The Committee chairmen always have a
disproportionate amount of power.

A congressional aide is only useful when
his boss is turned on.

All elements of government must be worked
simultaneously (Legislative § Administra-
tive).

Any element that is not worked will later
seek to destroy your efforts.

Committee chief councils are not equatable
to personal staff aides and must be
handled with great prudence.

A sponsor of legislation has a limited
number of items granted him. Seniority,
chairmanship, party affiliation and
reputation are influential in the number,
but never are the items unlimited.

Senators and congressmen from the Northeast
and South and Southeast generally have
fewer requests to the Interior Appropri-
ations. :

If a chairman happens to be a donkey, lhe can
never be directly attacked successfully by

a non-profit requesting agency. He must

be *surrounded on all flanks and gently
brought into line.

A sponsor is someone who will personally
intervene on your behalf. A sponsor always
knows in advance if his words will carry
the amount of weight necessary to win,

A legislative package can be put together
in two weeks.

Great exposure can sometimes hurt your
efforts.

If a congressman or senator indicates
that something must be done, it is wise
to do it or know precisely why you
shouldn't follow his instructions.




WHY (Con't)

KEY POINTS (Con't)

17. We let the great spaces of time in
between the steps dissipate our efforts
and destroy our concentration.

18. We never thought through our questions

enough to elicit thorough, complete and
instructive answers from the aides,

19, We all ate strawberries during the
House Appropriation mark-up.

20, We failed to see the Senate trends
to be general and the House particular
which means our approach is a bit
different.

21. Not enough was made of our un-
believable local support.

22 We could not get transmitted to us
from Majuro some crucial data concern-
ing Zeder, United Nations, other than
derogatory letters.

Xv.

XVI.

XVII.

XVIII.

XIX.

XX.

XXI.

XXI1.

Departmental support is 60% of the
battle in the fostering of legis-
lation,

The use of your top man must be to
promote the stature of your cause.

The top man must be used with focused
intent on each-crucial component so
his influence can be catalyzed at
lower levels.

Our power is our poverty, determina-
tion, and friendly, competent style,

Not all aides can ke befriended but
in no circumstances must an aide
become an enemy,

An office is never seen without a
specific important request.

Town Meeting is where our power is
and where we have a legitimate
national constituency.

The complexity of the Hill and of
course the White House will change
radically with a new administration.




3.

A SUMMARY OF CRUCIAL STEPS IN FUNDING ' <
THE MARSHALLS HUMAN DEVELOPMFNT PROJECT

A3

Rewrite story in light of Phase 1, Sept. 1974-June 1976:
Phase 1 solidified the private sector support and assistance, established

each program in Majuro and set the stage for replication throughout the Islands.

Phase 2 will bring in the assistance of the public sector to capitalize
the programs and replicate the programs throughout the 24 inhabited atolls.

The Department of Interior is now in a position of offering needed assistance.
The Department can help us in four ways:

(1) $150,000 of discretionary funds to start replication.

(2) $100,000 of Territorial funds to start replication.

(3) Inclusion in supplemental request to Congress.

(4) Request of ships for ferry system.

The U.S. Congress must be attacked anew with these flanks covered:
(1) Departmental support.
(2) House sponsorship that is bipartisan.
(3) U.N. D.P., endorsement.
(4) Senate sponsorship that is bipartisan.
(5) Support from the Senate Chairman Byrd,
(6) District office support.

Certain federal agencies can now be reintroduced as funding components; these
seem most likely:
(1) U.S.D.A., Forest Service
(2) H.E.W. Administration on the Aging
and H.E.W, Community Services Administration
(3) Small Business Administration '
The U.S.D.A. and H.E.W. can be solicited for cash grants and S.B.A. for loans.

The Congress of Micronesia and the District Nitijela might directly assist the
MHDP in direct cash grants and departmental requests for funds and F.Y. 77 in-
clusion.

The Marshalls Human Development Project represents an incremental point in our
history. The only thing that prevents our conference failure from being a
devastating blow is our ability to interpret history differently. Without

lying to life we can interpret the last two years as solidifying the private
sector and the coming year as undergirding the public sector. It now becomes
vital for us to reengage ourselves in a new way in funding the MHDP, a way
consistent with our global strategy and the total governmental picture.

Perhaps these might be considered as some operational procedures in reconstruct-
ing our deep determination to win at something where failure cannot be tolerated.

A. The MHDP can be framed in three weeks. One week on the Department,
one week on the Hill, one week with the Agencies.

B. With great attention to follow-up details, there is no reason why
Phase 2 MHDP cannot be brought into a consistent, rational wotking
pattern in Washington.
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anéthar dimension., I think we have to look beyond the so-
cailed dollars. I think what we find ourselves doing in
this country ti@n afteyr time, umsiteingly, and sometimes
because of the ;bsence of a sound program, is that we think
nroney 1s the solution rather than being a tool to reach a
solution t0 a problem.

I think the monsy here, much of it has been wasted.

What we have created, more than not, is a depsndeacy upon

‘American dellars in a paternmalistic manner, rather than

building infrast¢ructures that are goinq to maks the pzople
self-supporting, people who are going to stand on their own
two fegtf I would hate to coasider what they would do if
we would remove the political payments on the politlecal
payrolls. I don't think hiring psoplie to work for the
federal government is buildirng the kind of economy we sghould
have in some of thesce areas, by stimulating their local
skills arnd local resources.

I don't believe I disag:ee with elther one of ydu, but

T think we are going to get to the basic thing hers Dr.

. Mathews is presenting, and that is, zather than jusit continuing

tc make them dependent on the outflow of American dollars,
but create an economy, an indigenous economy not based upon
political, governmental bureavcracy.

Sanator Jchnééon. I agree with you too.

Pr. Mathews. I find myself in agreawuent with both of
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you too. I think, as ¥ drgeribed, the actral program you
Hill 8ec, ‘vhat we ar: concerned with in effactivity of tha
efforts already put in thare, and Y thian% all of us could
agree on that, |

I went to underscore the fguu, »ui? iz a Marshallese
program. I hope the othaey leadeva of ¢he Marshall Islanis
who are here, Mr, Rabua, Mr. Hexmiss and Mp. Naxrubin, and
whaen they are introdueed, Pezhiaps you wan ask them some
questions. But, the pProgram I am going to describe repre-
sents the droams of the Harshallese Peeple in the years
especialily since the waz.

K;?CO Company was a defuncs company, as many companies
axe in the Marshall Ta ziands, and the *CA was first invited
o tha Marshgll Islands to sond an zccountant and manager
to turn the company around, £0 now it is a profit making
corporation. And this can be done to Sther companies in
the Marshall Islands, as well as in ¢he Trusg Territory at
large.,

As a result of that, the Board of Directors of RITCO,
2long with other local leaders in the Marshall Distric:
invited the ICa to get up a consultation. 8o we brought
Gceanoyraphers, farmers, financeers, teachers, labormen,
and sat down for one week with the leadeys of the Marshallese
Pecple, and fozrgad a comprahensive”and inciusive medel,

relative toward the future after cconemics of self—sufficiency,
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|
afJ-r naw relovance thaé would enable then to participate
in;the new world we are living in, and relative to ways
and means of how they could acaguately train themselves ¢o
do that kind of participation.

As a result of that consultation, you will that tche
end of thé statement summarizes that, the emphasis is on
efféctive training, on effective social dynamics, and en
effective acceleration of thes economisc dyunaries of their
caltura. Now those, vou mighi wall agenls, But goals de
not do a job.

The next chart transposes those divectives into
tactical systems which‘insura the actuation of the model
itself, I will not go into detail, but you will notice they
are divided into ones that emphasize more the sociological
and those that emphasize more the egenomie, although each
cne of them is interrelated.

Y will mention, too, one is the ferry svstem. We
balieve without a wave of people and small gnods to regularly
£lov among all the 23 inhsbited atolis and islands, there
is no chance for the development of zuy other program. With
the help of ¢he Distriet Aﬁmiaistxator we took a copra
boat and got some of the leaders of +hae Ritijela and the
business commmity, and wen£ o some of the outer islands.
What you have heard is not quite aé kad as iv is., I would

iike to say, if you break a leg on the outar islands, you
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night as well shoot yourself. The doctors don't want to

go thera, because they den't know if a copra boat is going
to come by in two months or two weeks to take them off. Tha
teachers or the admistrators don’t want to go to the islands
for the same reason. The businasemen do pot want to go to
the outer islands.

I don't want to take up too muck time, but I went to
Likep, which was a gloricus small community years ago, You
wotld cry if you saw it now. I have never besn to Jaluit,
and I don't think it is quite as bad, but it at éne tima
had & qloiy, and if you can feel from the local man up, you
will get some idea of ﬁhe ferry system -~

Senator Johnston. What was the glory they lost?

Dr. Mathews. It had a Portuguese infiuence. The
architecture on the island is shocking. Thera are large
numbers of people there. Tasy had one of the finest schools
in that part of the world, the Roman Catholic Chuzch ran.
Now the pecple are stocked into Lib Island and Kwajalein
Atoll.

Senator Johnston. When was that?

Dr. Mathews. That began after World War II, of coufse.
vhen that recama «-

Senator Johnston. When did they have tha good culture
there?

Dr. Mathews. It kegan %o happen in the last part of
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the last century. What developed from that time forth is
a remarkable thing to behold.

Senator Johnston. What was the basis of the trade
thexe?

Dr. Mathsws. They did copra, zand on those days, Mr.
Chairman, they vere on an entively subsistence type eccnomy:
that i3, they could live there and live well, That is gone.
Therce ig no rowantic return to the culture of the past. They
have to adjust themeselves to the wodern world, or they have
ne future like you and myself. It i3 a remarkable place.

Senaior Johnston. You speak romantically aboui return
to a lifesityle that was bettsr.

Dz, Mathews. No, I do not. If you don‘t mind my
gaying there 1s no relusn to if, there is no roturn. We

caraot ip the Western world overlook the fact that there are

other cultvres in another age that would not work today. They

cannot go back. It is all gona except their memory, and
they can use that toward the future. '

Senator Johnston. They cannot go back kecauvse of whet
they have learnad?

Dr, Mathews. That is right. And I have talked to
people who think they couwld go back. No. That is part of
the burden of us in the United States, is to help them move
into the future.

Now, a ferry system is as important to the. Marshall
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Islands a3 a bus system in fokyo or in Now Yoxi City. Any
othey progzam without that will not work, in ouvr opinion.

Tha gecond program has 4o do with youth training. The
Marshallese people saw these things, thase other plans. The
next plan we had written up before we had the consultation,
You can read it sometime.

The idea was to get & moth-dballed I.57, Therae is a
fantastic one sitting out on Mare Zsland with a fully
equipped machine shop on the old top deck. Oan the rear
vpper deck, as you may remember, there is a fully eguipped
carpanter shop. The idea of the Mawghaliese was to .take
scne three o four hundred of thoir yodh: who do not go to
high school, as most of them do nok; and hakf of them at least
drcp out of high school, to take thesz voung man, put
253 old Marshallese coprxa hands on that ship, and go to the"
mninhabited islands, atolls =nd islands and the ongs not
fully hazvested, and those old mea teach the yvoung msn +o
harvest copra. At the.same t{ma, they could cut down the
0ld trees. Ncbhbody knows whether there is a million ox thrég
million cocoanut trees that are fS to 100 years old which
have lopt their vigility. They need %o be replanted.

They could take soil analysas., they could mulch the under~
growth that keeps those trzes from prodceciang backuinté the
ground with mmlchers. We believe thoze voung wmer chemsaives,

as wali as getting trained to effeztively serve their peoples

»
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in *he future, that you could increase the copra production
threeffold. Some of those imlets have not bean harvested
since the Germans were thera. This holds togechexr the
social and the economic.

Now I want to move diractly to the 2conomic. The first
program vou notice there, and I have lefe this full manual
with the Committee 1f anyone wantd to read it, was called the
Copra Lagoon System. That is a sysiem whera on everyons of
the 23 otolis, you put a warchouse where the copra ean be
bronght in out of the rain, and meke it unnzcessary for a
copra ship to take seven days or more geoing from islet to
islat. And in the iagoon, you put a five-ton boat that
will enable the people o brirg ii together, and on the
ciher end of that warshouse, you put o store vherze the people
can have goods regularly. You'd be shocked.

Senator Johnston. I3 there a long~term market for
copra?

Dr. Mathews. I believe there is; however, we aré
going to have o work with cartain peoples around the world
in research and people who use the oils to have some kind
of guarantee relative to the future. Right now, it is the
only export they have.

T will not ‘calk on ithis, but it could very well be
rnogse peopl: are going to have to make their own oil in the

future. We could go ianto that in detail if you want.
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In those stores, they nava cash, where the people are

paid in cash, and not with chits, which cuts down copra

PR Ry

production and does scmething to the nental image the people

have of thzamselves. Without such a system, I Go not sce
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3 how the Narshallzse can evan begin to move towerd overcoming

& j tha daficit impozrt~exrvort balan;cn

7 4 Sepator Johnsica. Let we point cut the Copra Stabiliza-~
' ,

95\ tion Boazd has voted to reduce the price of copra for the

yi third time this vear. The new price reduction is the result
i

17} g of deeclining sales prices in the wozld, and even with this,

11 i it comtinues to lose money. I have been aware of declining
i .

ggéi copra sales because of substitutes and the deelining demand.

154 E Ave you confident we can build up 2 mazket and build an

g4§ aconony around'copza?
!

i5 § Dr. Mathews., Yes#. 2And I belleve the Philippine

16 E iglands ave ploneering a wey im that direction for us. 3ut
i

§7 3 ilat me say this. You are going to have to have that

48 gtabilization board for a while at leasi in order to be able

to do this. The priece has come down dramatically, and that

gttty

is somewhat crushing to che peopie. But we want methods

8o that they can keep on, to install methods where they

can have an easier amount of labor, they can keep producing

S @ i Yot

the copra aand produce more of it, even tiwugh the price

hag gonz down. I belleve that only 10 perecent of the copra
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Senator Hatfield. Could I iatervupt for a moment? I
would like to interject orne point.

I understand one of the competitorsz to copra and one
of the substitutes for that ig whale oil, and therefore,
with the growing cocncaxn amond some of the nations of the
world about the whaie populaticn and clawmping down on harvesting
of the vhales, it couvld vell ba the future will sea a whole
differcnt situation than we ars dealing with now as far as
copra is concerned.

Dr. Mathews. From the polnt of view of economics,
you wxité the Marshall Islands completely off. But local
aconomy has to be congidered aliso. Thbse people have to
iive. Ve have a choice, dole, or help them towanrd aeconcnic
g8elf sufficiency. I prefer assistance rather than dole.

Senator Johnston. 1 thin? that is a good and very
strong conclusion.

Dx. Mathews. The last prcgram has to do with small
industries. We would like to hring 24 small industries into
the Harshall Islands in the next two or thxee years. Our
principle relative to local economic planning 1s ¢o increase
the expoxrt status. YFor instance, ée are going to lock ﬁard
for a second crop under those cocoanut trees. If you are
thinking of milliona of billiens of dollars, that has notaing
to do with that. Those people still have to live and have

a local ecozomy if they are to build gelf respect.
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| The second princlple is +0 keep as mzny dellars in
the Marshall Islands that come there as possible by producing
as many of the local gocds that you can pogsibly can. This
ie what the small industries do.

Aa industry such as a gawmill, which will meka the
lumber out of old cocoanut louz, Lhe hottom tro-thirds of
it after it is 70 yearsg old, a prefsbricating plant, a email
plastics plant, a small irom works viant, a demonstration land
farm, and a small multi-purpose repaivy center, a sinall
multi-usable cannery. You can begin to s2e when the
Japanese catch tuna outside the Marshall Islands, ship it
to Japun to be procesged, shiv ik ko tﬁe_Unitaé S“aéas to
be cznned, and ship it back put to thz Marshall ?éiaﬁﬁs at
prices vou and I would not draezm of naying., But they need
that kind of a program.

I will stop with that, exeept o call your attention
to the projected funding on Zhe lagt sheet, We are again
using the principle of priva;e aad pubiic, althouch we put
the buvdget together in terms of the nenfederal funds and
the faderal fungds.

The whole program for one vear will cost close to
$4 millicn, $2 million of this is private money. You will
notice the private money as an incow: from the local Nicijela,
. , .
that is, the legislative bedy oif the loval Marshall Islands

District. %hey do not have too much money, but they are
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going to participate, which is czucial in our opinion.

And secondly, the progiama you start will gsnerate
som2 monies for their own surpport.

And thirdly, from the privats sector. The private
Bector are the businessmen in.tha Marzhall Isiands who will
borrow money with the help of %23 2nd the 1ike in order to
fund the necessary programs.

Senator Johnston. Thank you very mush, Dr. Mathews.
This i3 a most interesting pregram. T would frankly iike to
talk to wyou all morning about it, but we hava got to move
on. 2ut your conclusions are excellent onas,

If we can find a way to effectuate that and make the
Marshailess self sufficient, bring private money in and
develop an infrastructure of small businesses arcuad the
copra business, then we will have dorne a tremendous thing
for the Marshallese,

Thank you very much for your testinony.

Senator Hatfield. HMay. I say I have never had the
privilege of knowing Dr. Mathewas and his Insiitute of
Cultural Affairs, and I am deeply impressed by the depth
of his understanding of these problems end the practicality
of his proposals. I want to go on record es saying I want
to do everyvihing that I can to help them get this kind of
& movement of activity going on in the #arshall Yslands.

I think it is one of the amswers for one of the problems.
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/ Senator Johngton. Next we have
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1 STATUMENT OF THE FONODANTSE AMAYTM KABUA, SFNATOR,
CONGRESS OF MICROWNNSIA, AMICOMPAULIED BY: JUDGE
2 RABUR. KABUA, MARSHALYL I3LoNDS DISTRICT COURT:
THE FONORABLE NAMO NBRIZOS, MARSHALL ISLANDS
3 LEGISLATURE; AND PRED NARWHIN, GENERAYL MANAGER,
RWAJALEIN TMPORT AND TRADING COMPANY,
) Mr. amata Kabwa. . Chadwaan, if I may at the outset
Slﬂ intreduce the members of the Movahall Ysiand delsgntion
® representing the leadsrehipn of the veople of ke lMarshalls
7 in matisrs relative o caisg NEETING .
° At the far left iz the dUcnorsbdle Nawo Heymios, Vice
° President.of our Legislature. Tae gentlewsn sitting next
0 to him is the Honorzble Xabwe RKabua, who ig the presiding
?i Justice of our District Court, =nd alss one of ouy paramount
iz raditional leadexs. At my iwmediate rioht is Mz, Fred
s Narrihn, one of our dusiiess leas ders, and Business Manager
e of Xwajalein Import and Trading Company. At my left is
15 Henorable Azaji Balos, vwho is A wamher of the House of
6 Micronesia, and Chairman of our Congressional Delegation
17 in‘the Marshalls. My name is Amata Kabua, mamber of the
16 Senate of the Congress of i izronesis, and alco Chairman of
® the Micronesia Polif:ical Status Commizsion.
20 Mr. Chairman, we in this delegation wisk to thank rvou
21 and your distinguished coliaaguss for the opportunity
22 extcend=d to us to appear befors ycur Committee to support
3 tha project proposal aubmitted eavlier hy Dr. Mathews and
24 the request for fundihg necded For implemeantation of the
25
I
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projects,

Mr. Chairmen, lust week, the leadorsnip of the Marshall
Islands net and revicwsd the work of the Institute of
Caltural Affairs, and particularly the oproposad Human
Davelopment Project for the Mazshails. +Yhe leadezohip,

naving revimnved these natterz, Jdaaided 2o sive foll support

of the mrojecu and thair reguast far dits funding.

;Q
':

rhe leadersbip hag bean vorny wach vaceptive of £his
type of developrent which 3 ocsqna/ﬂs tha recal necds of the
people in trving to improve thair zowcial and economic

well being.

Tha ITnptitute of Cultural Affairs i8 a consultative

body wiich has been serving ocur Leyisliative bedy in che

public and privéte gectces. Gx;w;n: out ©¥X 0ur mssociation
and work with ICA, two catalviic institvizions, nameliy
Trang~Atoll Service and the, !Tzrzhall Comnumity hcotion
Agency, nave been estgblisheép and arve nov effcotively
functioning to catalyze the economic and social development
of the Islands. Thesa insticutions arae owned by the psople,
ith the goal of exteading neaded saxrvice to the people of

the mueral and ovter island comaunities which have not keen

N

fully enjoying the steady flow of thweis staple needs, socially

and ecrmomically.
¥ wouid dbe remisgs if I do not uonticn our ¢TeAat Cconcern .

about owr vouth, those who canoc have gegeondarxry education,
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and those who have complated their high school cducation.

We feal there should be some inducstrial development to

accommodate them., And “his $1.8 million proposal deals

with concern, which mav zesult in {ragsedy o us in the futur=a.
Mr. Chalrman, the peopie and the leadership of the

Marshalls believe stronoiy with Zinaneial zgsictsnoe fzom

the United States Congrass and the consuliative and technical

assistance of the ICA, the rosuitz gained from the implamenta-

b
U'
ti
B
D
e
19
o
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3
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tion of these projects wil ieial to meet the

crucial needs of our peopls. Th2 resulis, we feel coniident,
Mr. Chairman, will be aomething ¢hat both the Awmarican

people and our psople will be oleased and proud of.

1
H

My. Chairman, ouxr delegétion on behzlf of the Leaders
and the p2ocple of the HMarshallsg, sincazeig urges your
favorable consideration of this fund regues:i. 7This will
begin to halp our society lbeolp itssif,

Lastly, Mr. Chairman, and Honoravle vembers of thils
Committee, I would agaln like to thank von vary much for
the privilege and the opportuniiy Tor us to particlpate in
this hearing. We shall be wost pleased to answer any
questions that we can answer among ourselves. Or i€ not,
we may refer tham to oiher peeple wiho can help us,

Senator Johmstoa. Thonk you very much.

The private sector monics you have specified hers, avre

thoge firm, that you could get those monies? Perhaps you
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ought to cowe up, D¥. Mathows, and sit in on the panel,
Are these monies fFirm, that you can get that?

Dy. Mathews. Thesae arc mostly in vhe form of loans
that €he ilocal business cemmunity talke upon thamselves with
she asgistance of working tharough banks and with the

valn sector

pete

assigtence of SRR, and the cuginienee of the OY
paiting up security money.

Y

Sanator Johnston. I am wendering how much of that

is ingvred monev, goverament insunred, and hew wuch is really
private nmoney?

Dr. Mathews. PFifty-fifty. Even €0, if +he governpent

backs wme Bp as a businessman working witn a bank, that is

o

an obligation from my point of view chot I take upon nmyself.

4

pay back that bami. That is why it is considexad private
neney. It is with the help of the f&deral..

Senator Johnston. Mogst cf these things are indepandent
of one another, are they not? TFor example, your elders
touriem program would ke independeat of sour -repalr canter
or your oil piant, wonld they not?

Dr. Mathews. Yes, Sir.

Sonaltor Johaston., We would not have to necagsarily,
if we go into the program. we would not accessarily have to

¢o te the extent of $1.8 nillion. Ve cculd go for a part
A7 Ehat 41d not hurt any of the compoaeai parts 0f the

programn, s that correct?
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r. Mathews. Mr. Chairman, to awswer that, of course
you conld do amy part of that. But ws feel 1if one part of
that program is left out, you would miss the whole program.

So therefore, we would try to find sone other way to do it,
to do any program that wawu’uw funded. & think, for lmstance,
take the elders. If you will pui the veasith and ast the
eldarg, you are not going to dm tiz jon.

Senator Johnston. How many vears woeuld +his kind of
pragran requige our suppor:?

Dr. [Mathews. You will noticze it is phased out. $1.8

the first vear, half of that, $.9,. aud half of that the

third year. &And by the fourth vear, wz bealieve the ncrmal

<
]
)
4]
2

Zflcw of monies into the Trus: Yorritoriaes, plus tha generation
of economic flow within thz lozax commuhity would take

care of the whele program. It would e three tlmes., 3By

the fourth €ime it will harile lise2lf. That is our estimate,
and wa bziieve it is sound.

Senator Johnaton. Thls is a vary ianterasting program,
and we will give it very careful study. Y have not read
this program, I am sorry to 2ay, but { will by the time we
5o into markup on this bill, and I can promise you a very
aympathetic consideration of ik,

Thank you very much fcx baiag with vs chis morning.
it n@s heen a vary lusctructlve prograin,

By the way, Dc. Mathews, do you have any views on tha
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collage wa wore talkilang sbont eariion?

Dr. Mothews. Yog, I hlave. I taink in the longhxun,
suchl a nrogram is necessary. I bolleve lt siwwld be scacted
out in a twowyear school and gee what hznpens. Then, T belleve;
enocughk BUDPOIL monsy needs to H2 put iuto 1t that whore that
can 22 2 nav kind of edvenricinl amnon waletiva da daveloping

.

raoples, aud more thaa jusi trae toohnierd oy voeatlon. Buk

with the state of education in ¥h2 worlnd “cﬂay, pvarticularly

with developing cowntries, ¥ 2aiicve if cur golexnnent does

&%

it, they ought to do sacuon :Qscainiﬂ; noney threngh the
firet few years of it that it oan he 2 oxusial experimvent
in education. When at ths ond of twc-yaarz, I agvee with
wiant gome of ¢the Comnitter indicatsd., It is-cruweial for
the Hicronesians to get out of Micronsain, jusit like i2 is
crucial for any cpe who livas in Chicago to get cat of the
Gaited States.

s

gnator Johnston, ‘Tuawis von.

-

Y

(thereupon, the heacing was rocssusd at 12:05 P.M,)

o s aw





