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OVERSIGHT HEARING ON THE ENFORCE-
MENT OF FEDERAL LAWS AND THE USE OF
FEDERAL FUNDS IN THE NORTHERN MAR-
TANA ISLANDS

THURSDAY, SEPTEMBER 16, 1999
House of Representatives,
COMMITTEE ON RESOURCES,
Washington, DC.

The Committee met, pursuant to call, at 11:03 a.m., in Room
1324, Longworth House Office Building, Hon. Don Young [chair-
man of the Committee] presiding.

The CHAIRMAN. The Committee will come to order. First let me
thank the members that have braved the elements of nature and
weren’t frightened by a little bit of rain for attending this I think
very important hearing.

STATEMENT OF HON. DON YOUNG, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF ALASKA

The CHAIRMAN. Today’s hearing by the Committee on Resources
will primarily focus on the enforcement of Federal use and the use
of Federal funds in America’s newest territory, the Commonwealth
of the Northern Mariana Islands. In particular, the Committee will
examine the effectiveness of millions of dollars of Interior funding
that’s been earmarked by the Congress each year by the Clinton
Administration to enforce existing Federal laws in the Mariana Is-
lands.

The Committee will consider labor, customs, and immigrations
management efforts by both the Federal and CNMI governments
and their effect on economic self-sufficiency in the islands and the
ertent of the use of Federal capital improvement grants by the

NMI.

In 1975, 1T supported the transition of the Mariana’s district of
the United States nation’s trust territory to become the Common-
wealth as a territory of the United States, the first since 1917. I
also voted for the 1976 law implementing the Covenant estab-
lishing local constitutional self-government for Mariana’s, giving
them the specific and flexible authority for economic development.
Since that time, the Mariana’s have seen progress and difficult
challenges in the pursuit of self-government and economic self-suf-
ficiency.

After the determination of the trusteeship and the conferral of
U.S. citizenship to the people of the CNMI by President Ronald
Reagan in November 1986, the economy developed rapidly and the
reliance on Federal funds decreased significantly. The dramatic de-
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velopment of the economy in the Marianas was due to the flexible
provisions of the Covenant, the infusion of Federal funds for the
capital improvements, and local Mariana’s policy supporting eco-
nomic diversification. The growth of the newly emerging tourism
and textile industries increased locally generated revenues and pro-
vided additional subsidy business and employment, but without the
necessary Federal presence to enforce virtually all the same Fed-
eral laws that apply in the United States.

These growing sectors of the economy also required an increase
in alien guest workers. In the early 1990s, the Federal Department
of Labor cited a number of garment factories in CNMI with viola-
tion of Federal wage and labor laws. In addition, the Occupational
and Safety and Health Administration, OSHA, began to cite busi-
nesses in the Mariana’s, including barracks for housing and alien
guest workers. This gave rise to articles in the national media
about slave labor conditions in the non-union textile industry in
CNMI. The same articles used the below-national-Federal Mari-
ana’s minimum wage to support an allegation of unfair labor condi-
tions in the garment factories, but without any substantial eco-
nomic justification.

Over the years, the Marianas reduced reliance on Federal funds
from 85 percent to 15 percent. This shift in source of revenues was
due to the increase in local revenues and a decrease of Federal
funds, along with the end of grants for government operations. The
CNMI are also required to match the reduced Federal capital
grants. On January 31, 1995, this Committee held a hearing on
legislation to address immigration and wage issues in the Mari-
ana’s and made it clear that human and civil rights abuses would
not be condoned. Federal enforcement of Federal laws were clearly
ineffective in ending the continued reports of labor and safety prob-
lems in the CNMI. At the same time, the CNMI government and
the private sector had not adequately addressed management of a
growing and diversified economy.

The Clinton Administration opposed Insular Affairs Sub-
committee Chairman Elton Gallegly’s bill to establish a Federal
private/public wage review board for the CNMI, due to an esti-
mated biannual cost of $200 million to $100 million a year. The ad-
ministration stated that a similar Federal board in American
Samoa had a biannual cost of only $40,000 or $20,000 a year. The
administration also opposed the bill’s other immigration reform
proposal. During the balance of that Congress, additional hearings
and oversight and legislative actions were taken by the Committee
on Resources to address CNMI issues without the support of the
administration.

In addition to those efforts, I made a commitment on May 23,
1997, in a letter to John Babauta, the resident representative of
the Northern Marianas, to lead a full Committee delegation of the
Marianas to hear directly from the people of the Marianas after the
Marianas elections for governor in the fall of 1997. I began plan-
ning a full Committee trip to the Marianas since 1989. Unfortu-
nately, the administration canceled the promised plane just shortly
before the planned February 1998 inspection trip. I also believed
it was then appropriate to give time for the newly elected governor
of the CNMI to reform local policies and management of Covenant
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construction grants. This would also give the Federal Government
a chance to cooperatively work with the CNMI to address enforce-
ment of labor and safety, customs, and other laws.

The Committee did complete an inspection trip to the CNMI in
February of this year. Federal officials in the islands at the time
from various departments reported there were high levels of com-
pliance with Federal labor and safety laws in the textile and tour-
ist industries. In addition, the Committee’s inspection of these in-
dustries did not find the evidence, as reported in the media, of cer-
tain violations of Federal laws.

However, the Committee did find a serious problem, principally
among guest workers from Bangladesh who had been brought in to
work as security guards. Many of these individuals had been de-
frauded by recruiters and employers. The government took action—
the CNMI government—took action to provide for a compensation
fund to pay for these workers’ lost wages and the airfare to return
home, although there was no apparent legal obligation to do so.

Today we have an opportunity to hear from the Clinton Adminis-
tration and the government of the CNMI of their labor, customs,
and immigration management efforts and the use of the Federal
funds. The problems of the past may have been resolved, though
they may be still problems with Federal and Mariana’s efforts
within the islands. I realize that the administration and others be-
lieve that action by the Federal Government is the only way to ad-
dress the issues in the United States. However, the Marinas, while
a territory, is not just a piece of property. This is a community of
U.S. citizens exercising constitutional self-government and devel-
oping economic self-sufficiency under the Covenant authorized by
this Committee and this Congress and, thus, creating Federal law.

The testimony presented today will be crucial to how members
understand the present conditions in the Marianas as a basis for
subsequent oversight or legislative action by the Congress. I intend
to look at the current situation in the Marianas, not old problems
or outdated solutions.

And, for the rest of you in the audience, if any of you have mobile
phones, pagers, shut them off or leave the room. And that is not
a threat, that is an actual fact because that is something that I will
not tolerate in this Committee. So just keep that in mind.

The gentleman from California.

STATEMENT OF HON. GEORGE MILLER, A REPRESENTATIVE
IN CONGRESS FROM THE STATE OF CALIFORNIA

Mr. MILLER. I don’t want to be excommunicated.

Thank you very much, Mr. Chairman, and thank you for this
hearing today. Together with my Democratic colleagues on this
committee, I have sought oversight hearings into the labor, immi-
gration, and human rights abuses for over three years. During that
time, the press and the media accounts of the conditions in the
Marianas have painted a desperate picture, one confirmed by inter-
agency reviews from the Department of Justice, Labor, Interior,
Immigration Service, and other agencies. We have issued reports
describing the horrific conditions that pervade the CNMI’s alien
labor system, abuses no member of this committee would tolerate
for one day in his or her own congressional district. Law enforce-
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ment and immigration officials have concluded that little has
changed with the exception of some highly symbolic maneuvers in
1Saipan designed to deflect criticism, not solve the deep-seated prob-
ems.

I am well aware that some will attempt to use this hearing to
shift blame on the record of the Federal agencies enforcing Federal
law in the territory. That cynical and deceptive strategy will not
wash. The core corruption in the CNMI is the failure to apply our
Federal immigration laws to this part of the United States. As a
result, organized crime, communicable disease, and human exploi-
tation, directly attributable to the CNMI’s lax immigration laws,
not only thrive in Saipan, but threaten every American. The time
has long since passed to slam the door shut on these abuses and
to restore Federal law to the Marianas.

Congress waived the applicability of immigration laws in order
to prevent a predicted onslaught of immigration and to preserve a
traditional culture. But the exact reverse has occurred under the
current situation. We will hear today that the immigration system
operated by the government of the CNMI fails to provide the scru-
tiny required to serve our national interests. Sending additional
agents and officials to Saipan is not going to help if the basic laws
continue to be waived. And we all know that the real reason for
lax immigration regulation is that the current system serves the
desires of the garment industry, the sex trade, the drug trade, and
others in the Saipan government—and the Saipan government ei-
ther lacks the authority or the will and the ability to bring this
under control.

When we find sweatshops and exploitation in this country, we
must use the full force of our Federal and local governments to root
it out. In California, we have just passed two very strong anti-
sweatshop laws after the previous Republican governors vetoed
them. We need to be just as diligent in the Marianas. The CNMI
should not serve as some haven where anti-minimum wage zealots
test our theoretical fantasies. It should not serve as a dangerous
experiment of open borders. If it is to be part of the United States,
it must be governed by the laws of the United States. If we con-
tinue to tolerate a system of virtual open borders 8,000 miles away,
the abuses will overwhelm our capacity to respond. Now is the time
to act, just like we would act if the conditions existed in our own
district.

Those who observe and write about the hearings today will judge
not only the CNMI, but the capacity of this committee to exercise
its power to uphold the rule of law. Thank you.

The CHAIRMAN. I thank the gentleman. Are there any other
opening statements? If not, we will bring the first panel. The first
panel is the Honorable Pedro Tenorio, governor of the Northern
Mariana Islands; the Honorable Paul Manglona, president of the
senate; the Honorable Diego T. Benavente; and the Honorable Juan
Babuata, the representative. Will you please, please come and don’t
sit down until I ask you to, but come and sit where you're supposed
to be. Are we missing one? All right. Don’t—

I am going to put everybody under oath. That includes all the
other witnesses, including the first panel.

[Witnesses sworn.]
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The CHAIRMAN. Everybody says, “I do”? All right. Sit down.
Thank you.

Governor, we do have a five minute rule, but, because of the dis-
tances that you have flown, I will be somewhat lenient, but try, all
of you, to keep your presentation within five minutes and don’t
worry about it unless I say that’s enough. And I will try to be as
lenient as possible. But, governor, welcome and thanks for flying
the long distance that you had to come here and testify for the
committee. And I want to thank you for your hospitality when the
committee was over there this last February. You're on.

STATEMENT OF PEDRO T. TENORIO, GOVERNOR OF THE
NORTHERN MARIANA ISLANDS, SATPAN, MP

Governor TENORIO. Thank you, Mr. Chairman. I bring greetings
from the CNMI and I appreciate the opportunity to be on this hear-
ing this morning. I am Pedro T. Tenorio, governor of the Common-
wealth of the Northern Mariana Islands. Thank you for the oppor-
tunity to testify before you today.

I would like to take this opportunity to present to you a brief
summary of my written testimony, which addresses the issue and
concern raised by the Committee. I would like to begin by thanking
the Chairman for the congressional delegation you led to the Com-
monwealth this February.

The Asian economic downturn had a profound impact on the
CNMI. The past three years have been very difficult. Tourism and
apparel manufacturing, our own main industries, tourism is down
30 percent and apparel manufacturing is predicted to decline 10
percent. The magnitude of this decline is unprecedented in our his-
tory. Total government revenue have fallen by over $30 million.
This is a 15 percent reduction. We have made painful sacrifices and
cut government spending to the core. We are struggling to main-
tain vital public services to our people on our three major islands.
Our economy is tied very closely to Asia and the outlook for the
next five years is bleak.

Mr. Chairman, you inquire about the status of our Covenant 702
CIP funds. We worked very hard over the last year to move these
funds efficiently and rapidly. In fact, last year alone, we released
nearly $40 million. This was more than any other years in the his-
tory of the CIP programs. These funds are critically needed and we
are grateful for your assistance in preserving them.

We also appreciate your interest in determining how effective
Federal enforcement and local reform efforts have been in the Com-
monwealth. While there have been some improvements in our Fed-
eral relationship and greater Federal presence, we still believe that
increased joint efforts are necessary. Mr. Chairman, we have also
made significant reforms. We hope, during your February visit, you
were able to see that, despite our limited resources, we have
worked hard to keep our commitment to make genuine reforms.

In the last year and a half, we reduced the number of guest
worker permits by 26 percent. This is the first reduction in our his-
tory. We passed a law granting workers greater mobility to transfer
between laws. We expanded assistance to guest workers abandoned
by their employers and helped them find new jobs. We repatriated
over 163 abandoned workers. About two-thirds of them qualified for
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unpaid back wages assistance. We passed a law providing limited
immunity to illegal aliens. Over 3,000 registered and became legal.
More than 1,200 found full-time employment and many more found
temporary work. We also passed a law limiting the stay of guest
workers to three years. We doubled criminal prosecution of immi-
gration and labor law violators. And we collected over $1.1 million
in back wages for workers.

We stopped manpower and security agency scams by not allow-
ing these firms to bring in guest workers from outside the CNMI.
Those who are hire their own island employees are required to pay
a bonding fee of $5,000 per employee.

We are seeing a significant result of our reform. Workers’ com-
plaints have dropped dramatically. Last year, over 900 complaints
were filed. In the first 6 months of this year, only 143 complaints
were filed.

This is only a brief summary of our accomplishments. Once
again, Mr. Chairman, a more detailed report is in our written testi-
mony. Mr. Chairman and members of the Committee, we appeal to
you for your continued support. Please preserve our vital Covenant
CIP funds. Please help us secure fair reimbursement for the enor-
mous costs of accommodating thousands of Micronesian immigrants
who have come to our island, contract costs exceeding $25 million
during the last 2 years alone. As we struggle to diversify our econ-
omy, please help us restore investors’ confidence. Please appreciate
that we have extremely limited natural and human resources to de-
velop our economy. Please recognize the impact of the Asian crisis
on our fragile economy and what we have done to adjust to dras-
tically falling revenues.

In closing, Mr. Chairman, please acknowledge the progress we
have achieved in making reforms. I appeal to this Committee:
Please help our people prepare for the economic uncertainties that
lies ahead. My staff and I will be ready to respond to any questions
that you have. Thank you again, Mr. Chairman, for the opportunity
to appear.

[The prepared statement of Governor Tenorio follows:]

STATEMENT OF HON. GOVERNOR PEDRO P. TENORIO, COMMONWEALTH OF THE
NORTHERN MARIANA ISLANDS

Hafa Adai, Mr. Chairman and Members of the Committee. I am Pedro P. Tenorio,
Governor of the Commonwealth of the Northern Mariana Islands (“Commonwealth”
or “CNMI”). Thank you for the invitation to testify before you today.

We would like to thank the Chairman for the Congressional delegation you led
to our islands this February. I hope that the delegation was able to see that, despite
our limited resources, we have been working hard to keep our commitment to re-
duce the number of guest workers, to repatriate abandoned guest workers, to im-
prove working and living conditions, and to enforce compliance with labor and immi-
gration laws. We appreciate the interest of your Committee in determining how ef-
fective Federal enforcement efforts have been in the CNMI and the status of our
reform efforts.

Economic Downturn and Efforts to Revitalize the Economy

Unlike the mainland U.S. which is experiencing an economic boom, our economy
has been suffering a severe downturn since late 1997. This is because the CNMI
economy is closely tied to the Asian economies, unlike most of the U.S., except per-
haps for Hawaii and Guam.

Tourist arrivals fell by 28 perent in FYI 1998, from 726,690 to 526,298. Arrivals
are projected to decline another 8 percent in FYI 1999 to 485,000, which would be
the lowest arrival figure since 1991. Little or no improvement is expected for the
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next two years, and only small increases beyond that, as the Asian economies re-
cover.

Local revenue collections from tourist and other non-apparel related activities
have declined $54 million, or nearly 30 percent over the last two years, from $186
million in FY 1997 to a projected $132 million in FY 1999. Over the same period,
apparel industry revenues have climbed from $62 million to $85 million (37 per-
cent), providing some mitigation of the steep decline in tourism revenues. The net
result is projected total FY 1999 revenues of $216 million, or a net reduction of $32
million from FY 1997.

The filing of class action lawsuits against the CNMI’s apparel manufacturers in
January of this year has clearly affected the monthly user fee collections and the
value of apparel exports. Based on recent trends in the industry, we have reduced
our revenue estimates from the apparel industry by 10 percent per year for FY 2000
and FY 2001. A drastic drop in FY 2004 is anticipated as quotas and tariffs are re-
moved.

In addition to General Fund revenues, approximately 50 percent of the Common-
wealth Ports Authority (“CPA”) seaport revenues are derived from apparel-related
shipments. This has enabled CPA to secure long-term financing to fund major ports
improvements. Loss of the apparel revenues with no replacement revenues would
leave the Ports Authority unable to meet its long-term bond debt service payments
and loss of the outbound cargo would mean higher shipping costs for the entire
CNMI.

Further, the Commonwealth Utilities Corporation generates over 20 pefrcent of
its revenues directly from the apparel industry.

The economic outlook for the CNMI over the next four years appears to be a small
decline for two years, a stagnant economy for two years and a steep 30 percent drop
in FY 2004.

The net result of our most likely projections for the apparel industry, tourism, our
economic diversification efforts, and the multiplier effect of capital improvement
project (“CIP”) construction activities, is that government revenues will remain in
the $200-$215 million range for FY 2000—FY 2003, with a drop to $182 million
level in FY 2004. This would reduce revenues to the FY 1994 level.

A strict austerity program implemented in January 1998 imposed restrictions on
expenditures for personnel, professional services, travel, communications, leased ve-
hicles and general procurement of goods and services. These belt-tightening meas-
ures have resulted in drastic reductions in annual government expenditures from
$268 million in FY 1997 to a projected $216 million in FY 1999. This will be a $52
million or 20 percent reduction over the two-year period. Over 1,000 government po-
sitions have been eliminated through attrition and by leaving vacant positions un-
filled, and some government offices have implemented a reduction in work hours.

Further reductions in government expenditures present major difficulties. The
CNMI, unlike most other local, state and insular jurisdictions, is comprised of three
main populated islands, making duplication of government services and infrastruc-
ture unavoidable. Our analysis of government expenditures by island indicates the
CNMI Government’s operational costs are 30 percent higher than they would be if
the population and facilities were located on one island. This amounted to $43 mil-
lion in FY 1998. This does not include the additional infrastructure costs of multiple
power, water, and sewage systems; airport and sea port facilities; highway and road
systems; public school and public health delivery systems; et cetera.

II. Covenant Section 702 Grants are Expended on Vital Projects

Upon taking office, my Administration made it a priority to move Covenant Sec-
tion 702 CIP funds quickly and efficiently. One of the primary impediments against
movement of CIP funds in the last Administration was the lack of an integrated list
of prioritized CIP projects, which is a requirement to draw-down Federal funds. We
quickly appointed a task force to develop such a list. The Covenant Section 702
Projects Plan for FY 1996-FY 2002 (“CIP Plan”) was completed in December 1998.
We also created an office specifically for the management of CIP projects. This has
greatly improved our efficiency and ability to track progress on the expenditure of
CIP funds and assist in the movement of pending projects. Our efforts have led to
a substantial increase in the level of funds released per fiscal year. From January
1995 to December 1997, a total of $33.6 million was released for CIP projects. Dur-
ing 1998 our efforts to expedite the release of funds led to a release of $39.5 million
for the year, more than was released in the entire preceding three-year period. In
the last six months we have already managed to release $10.2 million. We are ex-
pending these funds as rapidly as possible and have instituted the organizational
changes necessary to do so.



8

Over the last several years, claims have been made that the CNMI was not using
the Covenant CIP funds. An OIA press release issued in February 1999 supporting
a proposal to divert these funds to other insular areas characterized the funds pro-
posed for diversion as “an unused balance from previous construction grants.” This
is not true. Although it may appear on the books that the funds have not been
“used”, this is misleading, as normally full payment for a project is not due until
its completion.For instance, a project may be in the design phase and payment for
the design has been expended, but you would not pay for the construction until ac-
tual completion of the facility. Therefore, it appears on the books that this money
has not been used when, in fact, it has been committed.

The funding levels and the CNMI match required since the inception of the Cov-
enant Section 702 funding program are as follows:

¢ First Funding Period, FY 1979-FYI 1985 $192 million
.Nl(l)' local match required All grants have been fully expended. $228
million

¢ Second Funding Period, FYI 1986-FY 1992

No local match required Approximately 40 percent of grants went to local gov-
ernment operations. Only $1.2 million remains unexpended. Projects have been
identified.

¢ Interim Funding Period, FY 1993-FYI 199511 $101 million

Between 20 percent and 40 percent local match required, totaling $29 million.
All grants went to CIP projects; no funding went to government operations. Al-
though $41 million remains unexpended, all of it has been committed to ongoing
projects.

¢ Third Funding Period, FYI 1996-FY 2002 $154 million

Fifty percent local match totaling $77 million over seven-year period is required.
All grans is are for CIP projects. CIP Plan was completed in December 1998 and
is being implemented.

The FY 1996-FY 2002 CIP Projects Plan identifies the projects to be accomplished
under the current seven-year CIP funding program, totaling $154 million. Major
projects include funding for a solid waste facility, a new correctional facility, school
grojects, and basic water, power and sewer infrastructure on Rota, Tinian, and

aipan.

The Commonwealth has thus far appropriated $52.3 million for CIP projects
under this plan. This appropriation takes us part way through the FYI 1998 funding
period. In addition, legislation was recently passed authorizing a bond issue that
will provide sufficient funding for the local match required through the rest of the
current funding period, FYI 1996-FY 2002.

There have been proposals to defer a portion of the Covenant Section 702 CIP
grant funds. We strongly oppose any amendments to the existing funding structure.
We are locating funds to match the Federal share and we are expending these funds
quickly. We are aware of and appreciate the letters you have written, Mr. Chair-
man, to your colleagues in Congress regarding this issue and thank you for your
efforts to assist us in preserving these important funds for our community.

II1. Enforcement of Federal Laws

Over the last year and a half, the Commonwealth has forged improved relation-
ships with the Federal agencies that operate in our jurisdiction. However, we still
}é?\}’& Ial few concerns regarding the operations of some of the Federal agencies in the
A.The National Labor Relations Board (“NLRB”). The U.S. Equal Employment Op-
portunity Commission (“EEOC”). and The Occupational Safety and Health Adminis-
tration (“OSHA”)

The Commonwealth is currently finalizing a Memorandum of Agreement (“MOA”)
with both the NLRB and EEOC. These agreements will expand and clarify the
interaction of the Department of Labor and Immigration (“DOLI”) and the NLRB
and EEOC. We have also been encouraged by the training efforts of the EEOC in
the Commonwealth. They have been conducting on-island workshops for employees,
employers, and local government agencies.

The CNMTI’s primary concern regarding the NLRB, EEOC, and OSHA enforce-
ment efforts is that they do not have a full-time presence in the Commonwealth.
Part-time enforcement of claims has created a backlog of cases. We have witnessed
this from our processing of temporary work authorizations which DOLI issues for

1Each funding period has been seven years except the Interim Funding Period for FYI 1993-
1995. Because no agreement was in place after the termination of the second funding period
in 1992, the U.S. Congress approved funding on a year-to-year basis until 1996 when the third
and current period of funding began.
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90 days at time to guest workers who have filed a Federal labor claim, and are con-
tinually renewed until the completion of the case. A temporary work authorization
allows a guest worker to remain on-island during the pendency of his or her claim.
There are currently over 300 individuals who are on temporary work authorizations
as a result of pending NLRB claims. Some of these individuals have been receiving
renewals of the 90-day temporary permits since 1997. We also have individuals who
are unemployed, but continue to remain in the CNMI during the pendency of their
NLRB case. When guest workers come in for renewals of their temporary work per-
mits, they are asked about the anticipated conclusion of their case. We have re-
peated instances of guest workers telling us they do not know because there is no
agent on island. In addition, because we are an island community, employees have
no reachable resource for assistance when an agent is not on island. They cannot
drive to a neighboring town to see an agent.

We are also disappointed over the reluctance of OSHA to assist in funding a con-
sultation service in the CNMI as is done in many other jurisdictions including
Guam, Puerto Rico and the Virgin Islands. We believe that such a service would
assist in reducing the number of OSHA violations in the CNMI.

B. The U.S. Attorney’s Office

Our primary concern regarding this office is the delayed prosecution of an internal
corruption matter at DOLI, which has not been prosecuted despite being ready for
prosecution’ from the Federal investigative task force since October 1998. The inves-
tigative task force has also informed us that, due to the lengthy passage of time,
a number of “targets” and “witnesses” are no longer available for testimony in the
case. dSwift prosecution of this case would send a message that corruption is not tol-
erated.

C. The Federal Bureau of Investigation (“FBI”)

The primary interaction between the FBI and the CNMI has been through the
FBI/CNMI Task Force. The Task Force has been extremely successful. Cooperation,
training and technical assistance provided by the FBI is critical to effective enforce-
ment of laws in the CNMI. Joint efforts of the FBI/CNMI Task Force have success-
fully combated Chinese gang operations, forced prostitution under the Mann Act, il-
legal immigration, mail and wire fraud violations, and Hobbs Act violations. A major
concern expressed by CNMI members of the Task Force is the failure to respond
to repeated requests for funding for federally certified translation services. Lack of
translation services clearly hinders the overall progress of investigative work in a
community with a large foreign speaking population.

D. The U.S. Department of Labor. U.S. Customs. and the Immigration and
Naturalization Service

U.S. Labor maintains a full-time presence in the CNMI and we have participated
in a number of joint enforcement efforts. The Commonwealth is excluded from the
customs territory of the United States under Covenant Section 603. However, the
CNMI Customs Division cooperates fully whenever U.S. Customs requests to stage
an operation in the CNMI. Last year, I invited the U.S. Customs Service to consider
executing a new Memorandum of Agreement with the CNMI to replace one that ex-
pired in September 1996.2 U.S. Customs declined due to concerns about potential
liability issues since U.S. Customs has limited jurisdiction in the CNMI under the
Covenant. In addition, no CNMI law enforcement agency has yet received the con-
tents of the so-called “Gray Report” allegedly detailing instances of textile trans-
shipment into the CNMI during late 1997.

The last six months have seen a dramatic improvement in services from the NS
office in the CNMI. Prior to this time, there was little interaction between CNMI
immigration officials and the local FNS office despite efforts by the CNMI. This situ-
ation has improved dramatically with recent cooperative efforts, including the
Tinian operations, and planned training seminars, which will be extremely helpful
in enhancing local levels of expertise.

IV.Federal-CNMI Initiative Funds Are Instrumental in Improving the
Labor and Immigration Situation in the CNMI

The Federal-CNMI Initiative on Labor, Immigration and Law Enforcement was
created by Congress in 1994 to address labor, immigration and law enforcement
issues in the CNMI. Each year since 1994, Congress has appropriated funding to

2See letter of Governor Pedro P. Tenorio to Mr. Charles Simonsen, Special Agent in Charge
of the U.S. Customs Service San Francisco office, July 7, 1998 (appended to Attachment IV of
CNMI Report on Labor, Immigration and law Enforcement, distributed to the Committee April
1999).
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the Department of Interior to be used for activities under the Initiative. The CNMI
applies annually for grants under the Initiative and the Office of Insular Affairs
(OIA) determines how the money is to be spent. In addition to funding CNMI en-
forcement efforts in labor, immigration and related areas, OIA has provided sub-
stantial funding to Federal enforcement agencies to increase their presence and en-
forcement activities in the CNMI. Activities funded by the CNMI using Initiative
grants are described below.

A. Attorney General’s Office

Initiative funds have enabled the CNMI Attorney General’s Office (“AGO”) to ad-
dress a critical need for additional attorneys. The FYI 1995/1996 grant funded two
attorneys and a paralegal in the Criminal Division. These positions became so es-
sential to the institutional capability of the Criminal Division that they were taken
over by local funding to ensure continuity.

Three labor and immigration attorney positions in DOLI were funded from the
FYI 1997 grant and we have applied for funding to continue them under the FY
2000 Initiative appropriation. One attorney functions as in-house counsel to the
Labor Division. Among the attorney’s responsibilities are advising on labor policy
and procedures, as well as drafting rules and regulations and reviewing labor re-
lated legislation, and representing the Department at hearings.

In addition, a prosecutor from the AGO Criminal Division was permanently as-
signed to DOLI in August 1998 to criminally prosecute violations of CNMI labor
laws. Although the vast majority of labor disputes are resolved on the administra-
tive level, it was essential that abusive employers be charged criminally if the con-
duct called for it. Immigration criminal prosecutions are up 100 percent from 1997.
During 1998 there were 25 criminal labor and immigration cases filed against 45
defendants. This labor prosecutor’s scope of responsibilities was expanded to include
civil prosecution, collections (i.e. enforcement of judgments rendered by the hearing
office) as well as representing the department at hearings. This attorney has filed
142 civil actions to collect over $1 million in back wages, liquidated damages, and
civil penalties. A paralegal position is also funded under the grant.

The third attorney position provides legal support to DOLI’s Division of Immigra-
tion. This attorney handles all deportation and exclusion related matters and litiga-
tion up through the appellate level. In 1997 there were 247 deportation orders
issued; this increased to 441 deportation orders in 1998. In addition, over half a mil-
lion dollars in assets from forfeiture cases have been collected by this attorney.

A Criminal Code revision was also funded under the grant and is currently before
the Legislature.

B. Attorney General’s Investigative Unit

In 1995 the Attorney General’s Investigative Unit (AGIU) was awarded $487,000.
The FYI 1999 grant funded $245,000 for this unit. These funds permitted the cre-
ation and operation of a professional law enforcement agency. The objective of the
AGIU is to develop an investigative program to identify and prosecute white collar
crime, organized crime, public corruption, and fraud against the government, with
an emphasis on labor and immigration problems. The AGIU performs the role of an
independent state police agency reporting to the Attorney General. This unit han-
dles an average of more than 100 criminal cases per year by six investigators. To
date for this current year, there have been 14 arrests, which are pending prosecu-
tion. These cases consist of misconduct of public officials—bribery, labor abuse, im-
migration fraud, sexual assault, extortion and prostitution. The unit is headed by
a retired FBI special agent.

C. Department of Labor and Immigration

The resolution of labor disputes at the administrative law level is important to
efficient resolution of cases. The system and personnel in place in 1995 could not
cope with the volume and complexity of cases filed. The Initiative grant in FY1995/
1996 provided $132,000 for improvements. Two administrative law judges were
hired for this unit. Computers and modern court recording equipment were added
to the available tools of the administrative law judges. This unit processed 1,133
cases in 1996, issuing monetary awards to workers of $1,874,206. In 1997, 1,229
cases were processed with $2,131,423 awards issued to workers. In 1998, 1,270
cases were processed, with $7,452,630 issued in administrative awards to employ-
ees. The FY 1997 Initiative grant provided an additional $168,270 for a third judi-
cial position, as well as additional equipment, training and library materials.

In addition to the hearing office, the FYI 1997 Initiative grant provided DOLI
funding for an Internal Affairs Investigator, a Health and Safety Investigator and
a Wage and Hour Investigator. The Internal Affairs Investigator has developed a
Departmental handbook including guidelines, procedures, and regulations for De-
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partment personnel. The officer has conducted training sessions with DOLI per-
sonnel. Investigations of alleged misconduct and/or violations of CNMI laws and
DOLI policies have thus far resulted in the termination of six employees and the
resignation of three. This investigator also conducted an investigation of a private
firm, which resulted in 60 counts of criminal charges against that firm. This office
has an increasing caseload as a result of active monitoring and enforcement. The
FY 2000 Initiative request includes funding for an additional Internal Affairs Inves-
tigator. The Department has yet to fill the other two investigator positions; however,
it is actively recruiting qualified candidates.

D. Labor and Immigration Identification System

The Labor and Immigration Identification System (LIIDS) project began in 1994
with a $1.5 million grant from the FY 1995/1996 Initiative appropriation. The pur-
pose of this project is to develop a fully automated immigration tracking system that
would include a comprehensive arrival and departure module. While this project has
suffered some delays, it is now back on track. Development of a fully automated ar-
rival and departure module is in the planning stages and vendors who have in-
stalled similar immigration tracking systems in other countries are being re-
searched. Currently, CNMI immigration arrival and departure tracking is semi-
automated, with plans to enhance this system until the installation of a fully auto-
mated arrival and departure system.

E. FBI/CNMI Task Force

The FBI/CNMI Task Force was organized to combine law enforcement resources
and efforts of the CNMI and the FBI to jointly investigate criminal activities that
violate Federal law within the CNMI, specifically organized crime activities. The
Task Force received small grants in FY 1995/1996 and in FY 1999. The Task Force
has been responsible for dismantling a Chinese gang that was involved in numerous
extortion cases in the Chinese community. Three high ranking organizers of the
gang have been convicted and are presently serving lengthy prison terms. In addi-
tion to extortion cases, the Task Force successfully investigated numerous Mann Act
violations, immigration fraud, and an internal investigation of alleged corrupt activi-
ties in the DOLI. In April 1999, the Task Force assisted the U.S. Immigration and
Naturalization Service in the investigation of the illegal alien smuggling operation
that resulted in five boats being diverted by the U.S. Coast Guard to Tinian. Ap-
proximately 30 Chinese nationals have been charged with alien smuggling. A sixth
boat carrying approximately 150 Chinese nationals was diverted to Tinian in Au-
gust. Just a few days ago, all of the aliens were processed by INS and repatriated
out of Tinian.

F. Northern Marianas College

In March this year, the Northern Marianas College organized an economic devel-
opment conference, featuring a distinguished panel of experts. The event was fund-
ed by a $75,000 grant from OIA, and a $25,000 grant from the Commonwealth De-
velopment Authority. The information, ideas, and recommendations that arose from
the conference have been incorporated into a major economic development study,
funded by an additional $200,000 grant from the Initiative. The College intends to
finalize the study by the Fall of 1999.

G. Central Statistics Division/Department of Commerce

The Central Statistics Division was awarded $87,000 from the FY 1998 Initiative
grant to conduct four quarterly rounds of a current labor force survey for the entire
CNMI. Unfortunately, these funds were inadequate to effectively survey all three
major islands, so only Saipan was surveyed and only for three of the planned four
quarters.

H. Department of Public Health

The Department of Public Health (“DPH”) instituted a comprehensive alien
health-screening program in early 1998. While OIA first offered technical and finan-
cial assistance to DPH in January 1998, virtually none was provided until April
1999, fifteen months later, and long after the first screening was completed. Instead,
OIA took the information and statistics provided by the CNMI for the purpose of
developing the grant proposal in early 1998, and misrepresented and misinterpreted
it and erroneously portrayed a “public health crisis” in a report to Congress. The
report was issued in December 1998 entitled the “Fourth Annual Report on Federal-
CNMI Initiative on Labor, Immigration and Law Enforcement”. The CNMI was dis-
turbed by the misrepresentations and prepared a clarification, which was submitted,
to Congress in April 1999.
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With no assistance from OIA, the CNMI successfully implemented the guest work-
er health-screening program. This program screened over 35,000 workers in 1998
and is moving into its second year. The program succeeded because of the diligent
and cooperative efforts of several CNMI government agencies and the private med-
ical community, using computer tracking capability and sustainable program poli-
cies.

DPH received $320,000 from the FY 1999 Initiative appropriation to upgrade the
data collection system at the DPH/DOLI Liaison Office and to hire three disease
control investigators. These funds will ensure continuity of the screening program,
investigation of the work environment of workers testing positive for disease, and
monitoring noncompliant workers.

Guest Worker Assistance Program

Karidat is a non-profit organization operating a number of social service programs
in the CNMI. One of these programs is the Guest Worker Assistance Program fund-
ed by the Initiative during the last four years. This program provides emergency
food and/or rental assistance to “displaced guest workers” who have filed labor com-
plaints with DOLI against their employer for breach of contract or abuse. Karidat
received approximately $300,000 from the FY 1995 through FY 1997 Initiative fund-
ing. An additional $200,000 was applied for from the FY 2000 grant. Between 1996
and 1999 they have assisted a total of 3,500 guest workers.

V. The Commonwealth is Successfullv Addressing Labor and Immigration
Issues

Over the last year and a half we have accomplished the following through our re-
form efforts:

In March of last year, we enacted legislation imposing a moratorium to control
and reduce the number of guest workers in the Commonwealth. This measure, cou-
pled with the economic decline we are suffering, has produced a reduction in the
number of guest worker permits by 22.7 percent from 1997 to 1998, the first reduc-
tion in our history. Furthermore, our most recent figures, from August 1998 to Au-
gust 1999, show that only 25,306 permits were issued for this one year time period.
This represents a 26% decline from Calendar Year 1997.3
. In afldition, our nonresident population is now lower than our resident popu-
ation.

In March this year, to complement the moratorium law, we passed a law imposing
a clear and absolute cap on the number of guest workers permitted to be employed
in the apparel industry. We also wanted to encourage a decrease in the numbers,
and to eliminate the practice of using manpower companies to circumvent the cap.
Consequently, the law contains an attrition mechanism mandating that if a com-
pany loses or lapses its license, the number of guest workers permitted under that
license are permanently lost.

This February, we passed a law expanding the relief available to abandoned guest
workers. Prior law had established a deportation fund to be used to purchase airline
tickets for guest workers who had not been properly repatriated by their employers.
The new law expanded the relief to allow guest workers who had received judg-
ments for back wages, the right to receive, in addition to airline tickets, the equiva-
lent of three months salary. Since this February, we repatriated over 163 individ-
uals. One hundred and eleven also qualified for the three months salary relief. Thus
far we have expended $359,000 to provide this assistance. Currently, we have a list
of 70 additional guest workers who are seeking this relief. We are continuing to
gather our limited resources to address their requests as quickly as possible. In ad-

3 A recent CNMI labor force survey prepared by the CNMI Department of Commerce indicated
that there are currently 35,755 non-U.S. citizens in the CNMI labor force. However, this figure
has to be clarified. In addition to the guest workers permitted by our Labor and Immigration
Identification System (“LIIDS”), the Department of Commerce figure included citizens from the
Freely Associated States, spouses of U.S. citizens who had not obtained green cards or U.S. resi-
dent status, illegal aliens (as identified under the limited immunity program), and other non-
resident permit holders such as investor/business permit holders.

4The 1995 Mid-Decade Census reflects that 37.7 percent of the CNMI population was born
in the CNMI; 2.8 percent were born on Guam; 4.1 percent were born in the U.S.; and 5.9 percent
were born in the Freely Associated States. This totals 50.4 percent of the total CNMI population
in 1995. This does not include naturalized U.S. citizens, or immediate relatives of U.S. citizens
who are in the CNMI under that status under CNMI immigration law or as U.S. green card
holders. Based on these figures, we believe that the guest worker population (nonresidents who
are working in the CNMI under a business permit and guest workers under temporary worker
contracts), is lower than our resident population of U.S. citizens, immediate relatives of U.S.
citizens both green card holders and immediate relatives under CNMI immigration law and
Freely Associated States citizens.
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dition, increased enforcement and monitoring efforts have contributed to the fact
that we have not had any significant cases of worker abandonment during this Ad-
ministration.

Last September, we enacted a law providing illegal aliens the opportunity to reg-
ister and become legal. The registration period ended on June 2, 1999, with 3,111
guest workers having registered. Upon registering, they were encouraged to seek
employment. We also provided assistance to help them locate jobs. To date, 1,246
have obtained one-year contracts for employment, with 295 more applications pend-
ing. A total of 2,125 have been granted three-month work authorizations. At the end
of the amnesty period, we began asking those who had not found jobs to voluntarily
depart. If they are unwilling to do so, we will institute deportation proceedings, en-
suring that they are afforded all their due process rights.

We are improving our border control capability. Early this year we installed a de-
parture counter at the Saipan International Airport and are now collecting identi-
fication information from departing nonresidents. Prior to the installation of this
counter, we only tracked nonresidents entering the CNMI. This change will improve
our ability to ascertain who is physically present in the Commonwealth.

We also instituted prescreening efforts to ensure that guest workers entering the
CNMI satisfy conditions for entry. DOLI and State Department officials met late
last year to discuss this issue. In addition, the Commonwealth unilaterally insti-
tuted prescreening of Filipino workers utilizing the Philippines Overseas Employ-
ment Agency (“POEA”), the Philippine Government agency responsible for all as-
pects of overseas employment for its citizens, and the Philippine Consulate in the
CNMI.We are close to formalizing an agreement whereby POEA will assist us in
our prescreening efforts. Efforts to implement prescreening have been concentrated
on guest workers from the Philippines because they are the largest group of guest
workers in the CNMI. Last year, DOLI instituted policies to prohibit entry into the
CNMI of individuals from certain high-risk countries, except for garment workers.
These countries include Bangladesh, Nepal, Sri Lanka, Pakistan, Russia, and the
People’s Republic of China. Individuals from these countries have been particularly
difficult to repatriate in the past. These procedures are consistent with INS policies.
The CNMI is now using INS “watch lists” of high-risk countries.

Last year, DOLI promulgated strict regulations for manpower, service providers
and security companies to eliminate recruitment scams. These regulations prohibit
security guard or manpower companies from hiring employees from outside the
CNMI, thereby eliminating foreign recruitment scams in those industries. The regu-
lations also require financial screening of all security companies, manpower compa-
nies and service providers to determine whether they have the financial capability
to employ the guest workers. Companies that qualify are required to post a cash
bond or a standby letter of credit in the amount of $5,000. The result of these regu-
léltory changes has been the virtual elimination of these types of companies in the

NMI.

We passed a law this year limiting the stay of guest workers to three years.

Last year, legislation was passed creating a special industry committee system to
recommend minimum wage levels patterned after the system in American Samoa.
The Chairperson of this Committee is an official of the Hotel Employees and Res-
taurant Employees Union Local 5; the Vice-Chairperson is the Vice President and
General Manager of the Bank of Hawaii. The Committee has been meeting since
January of this year. They have held public hearings on Saipan, Tinian and Rota,
reached out to the business community through appearing before the Chamber of
Commerce, and met with labor leaders to hear their views. Businesses throughout
the Commonwealth are being surveyed in a manner similar to that done by the U.S.
Department of Labor in American Samoa to determine current wage and compensa-
tion levels in various industries in the CNMI. Based on the data that is gathered
and the public input from all interested parties, and considering the current eco-
nomic conditions in various industries, the committee will make a recommendation
to the Legislature on the minimum wage. The law requires that the Legislatube set
minimum wages no less than the rate recommended by the committee. The law also
requires that the recommended wage cannot be lower than the current minimum
wage. The committee hopes to complete its work in the next several months.

We are continuing to address our U.S. citizen unemployment rate, which is cur-
rently 13.4 percent, compared to 14.9 percent last year. First, we redrafted our Resi-
dent Workers Fair Compensation Act to ensure equal compensation between resi-
dents and guest workers and to make employment in the private sector more attrac-
tive to resident workers. Our Nonresident Worker Act mandates certain benefits for
guest workers that are not provided for resident employees. Second, I created a
panel to analyze job categories that would be attractive to residents. We will work
with the CNMI Legislature to pass legislation to add these jobs to the categories
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reserved for residents. In conjunction with this effort, we are working with the col-
lege and local high schools to institute or improve existing training programs for the
job categories identified. In addition to reducing our unemployment rate, this effort
should also further reduce guest worker numbers.

We improved services at DOLI’'s Employment Services Office. The task of this of-
fice is to assist residents in finding employment in the private sector. Under our
Nonresident Worker Act, before an employer can hire a guest worker, he or she
must certify that there is no resident interested and qualified for the job. This office
has seen increased interest by our residents in private sector jobs, and has in-
creased placement of resident workers in the private sector. By August of this year,
we had already placed 142 more resident workers in private sector jobs than were
placed for all of 1998. Further, placements from January to August of 1999 were
five times the number of placements for all of 1997.

This only highlights some of our actions over the last year. We will be providing
you with a more comprehensive report on our progress. Overall, our efforts have led
to a projected 85 percent reduction in labor complaints between 1998 and 1999; col-
lections, since January 1998, of $1,142,725 in back wage judgments for guest work-
ers; a 41.6 percent increase in business establishment health and safety inspections;
a 12 percent increase in garment factory inspections; a 75 percent increase in gar-
ment factory housing health and safety inspections; a 78 percent increase from 1997
to 1998 in deportation proceedings; improved services at DOLI including educational
forums for guest workers about their rights, and improved translation services to
increase confidence levels; more active filing of cases against violators of our laws;
and, stricter enforcement of laws. We will continue our efforts and look forward to
working more closely and cooperatively with Federal enforcement agencies.

VI. Conclusion and Recommendations

The CNMI has utilized the tools provided in the Covenant to develop a strong pri-
vate sector economy over the past twenty years. The strength of the private sector
has permitted us to become economically self-sufficient and to increase per capita
income three-fold. Unlike other U.S. jurisdictions except Guam and Hawaii, our eco-
nomic growth is directly tied to neighboring Asian economies. As those economies
have suffered a drastic downturn in the past two years, the effect on our economy
has been profound.

We are now at a critical economic crossroads: we are faced with the challenge of
diversifying our economy at the same time that one of two major industries is about
to leave. We are deeply concerned because the same tools that permitted us to build
our current economy are under serious attack.

We have outlined the issues and what we have done to address them. We ask for
your help and participation in the following ways.

« Please acknowledge our progress during the past year.

« Please preserve vital Covenant Section 702 CIP funds.

¢ Please help us restore investor confidence, which has been badly damaged by
the uncertainty regarding our situation and negative publicity over the last few
years. This is critical to our efforts to maintain self-sufficiency and diversify our
economy.

« Please recognize the impact of the Asian economic crisis when considering leg-
islation affecting the CNML

* Please appreciate that we have extremely limited natural and human re-
sources with which to develop our economy, and achieve a progressively higher
standard of living.

Thank you, Mr. Chairman.

The CHAIRMAN. Thank you, Governor. At the appropriate time,
I'll have the Secretary of Labor and Immigration’s Mark Zachares
come to the table if there’s any questions he can address that are
asked by the Committee.

Mr. President, you’re up.

STATEMENT OF PAUL MANGLONA, PRESIDENT OF THE SEN-
ATE, NORTHERN MARIANA ISLANDS LEGISLATURE, SATPAN

Mr. MANGLONA. Mr. Chairman, members of the Committee, on
behalf of the Commonwealth senate and from the Northern Mari-
anas and from our people, I thank you for allowing me to speak be-
fore this Committee.
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A year and a half ago, Mr. Chairman, we met with Members of
Congress and said that the CNMI had a new administration with
a strong commitment to work with the legislative branch to make
reforms and resolve our labor and immigration problems. You and
members of this Committee have personally taken time from your
busy schedule to visit the CNMI and see for yourself the conditions
there. We thank you for your fair-minded approach and your com-
mitment.

Mr. Chairman, we are very pleased to report, with the governor,
that we have indeed made real and substantial progress in our re-
form efforts. Further, we acknowledge there is still much to be
done.

We have accomplished the following. We have greatly improved
the treatment and living conditions of our guest workers. We com-
pleted a successful limited-immunity program to register illegal
aliens. Our moratorium on new guest workers remains in effect
and the number of foreign workers is declining. We enacted a law
to help abandoned workers and provide airline tickets home in ad-
dition to salary relief. Workers’ rights to transfer between employ-
ers have been greatly expanded. We also established a three year
limit on the time guest workers can stay in the Commonwealth. We
set a firm ceiling on the number of foreign garment workers and
imposed attrition provisions.

We recently passed a law strengthening our system of health
clearances and criminal background checks on potential guest
workers. We now rely on the same agencies used by the United
States Government for such clearances and certifications.

Mr. Chairman, these are only some of the concrete actions we
have taken together with Governor Tenorio to address labor and
immigration issues in the Commonwealth.

I would also like to take this opportunity to seek the assistance
and the understanding of this Committee regarding the long-
standing frustration in obtaining compact-impact funds. Ironically,
the Clinton Administration has tried to divert our CIP funding and
give it to Guam when we have enormous compact-impact costs too.
Such actions can only be seen as an attempt to punish the CNMI
for resisting efforts to kill the garment industry, one of the main-
stays of our local economy. Our resident representative to the
United States has repeatedly raised this issue with the Federal
Government to no avail.

To prepare for the future beyond the garment industry, we have
also been working hard to diversify our economy so we will never
again have to depend on Federal hand-outs. For example, we en-
acted a law to grant long-term residency to alien retirees who in-
vest $150,000 or more in a single residence in the Commonwealth.
A bill to establish free trade zones to stimulate the economy and
bring in new forms of business and investment has been passed by
the House of Representatives and, in less than 30 days, is expected
to clear the Senate.

But all of these efforts will come to nothing if we are unable to
provide the work force necessary to support our economy. We need
to retain our ability to tailor our labor and immigration system to
local needs. Decisions that need to be made locally in the Common-
wealth should not and cannot effectively be made in Washington,



16

DC. We ask you, Mr. Chairman and members, to support our ef-
forts to develop and sustain an economy that is a beacon of the su-
periority of the democratic free enterprise system.

We appreciate your genuine commitment to give us an oppor-
tunity to be heard before Congress takes any action that could have
a far-reaching effect on our islands and our people. This commit-
ment is especially important because, more than 20 years after
joining the U.S. political family, we still do not have a voice in Con-
gress. The Clinton Administration, together with some members in
Congress, would like to silence us or bypass that voice by opposing
non-voting delegate status, yet, at the same time, they ask Con-
gress to enact legislation that would dramatically affect the lives
of every person living in our islands. This irony is compounded
when we reflect upon the fact that the CNMI is unique among the
territories in being deprived of any representation.

On a variety of issues, our Washington delegate, Mr. Juan
Babauta, speaks of compact-impacts, yet defunding labor and im-
migration and minimum wage. Many times in the past he has
raised these concerns to those Federal agencies which often re-
sulted in little more than a raised eyebrow. We continue to main-
tain that representation in this Congress is a fundamental aspect
of the Federal responsibility to the Commonwealth.

Mr. Chairman, we know you have supported us on the non-vot-
ing delegate issue, CIP funding issue, and other matters in the
past. We thank you and this Committee for that and for the oppor-
tunity to appear before you today. We look forward to continuing
to work closely with Congress to address our mutual concerns.
Thank you, Mr. Chairman.

The CHAIRMAN. Thank you, Mr. President. Mr. Speaker.

STATEMENT OF DIEGO T. BENAVENTE, SPEAKER, NORTHERN
MARIANA ISLANDS LEGISLATURE, SAIPAN MP

Mr. BENAVENTE. Thank you, Mr. Chairman. Mr. Chairman and
members of this honorable Committee, good morning. For the
record, my name is Diego Benavente, speaker of the House of Rep-
resentatives of the 11th Commonwealth legislature. On behalf of
the members of the CNMI House of Representatives, I would like
to thank you for the opportunity to testify on some of the Commit-
tee’s concerns regarding the CNMI in this oversight hearing. In-
deed, I am grateful for such an opportunity, more particularly on
behalf of the people of the Commonwealth. For, as you know and
as President Manglona has pointed out, we have no official rep-
resentation in Congress, unlike the States and all other territories.

I want to address several areas of concern with the hope that
resolution of issues will take into consideration the CNMI’s unique
political, economic, and social status within the American political
family. Mr. Chairman, the CNMI is still a very young democracy,
even compared to its island neighbor to the south, Guam. Because
of our limited experience with self-government and in addition to
the problems that came as a result of our economic policies over
the last 15 years, especially in terms of immigration and labor mat-
ters, it becomes apparent why and where we made mistakes along
the way.
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For their part, the national news media and even some in the ad-
ministration and Congress have capitalized on our shortcomings
and inexperience and have embarked on a mission to federalize the
control over CNMI immigration and minimum wage. We submit
that any successful attempt to take over our immigration and min-
imum wage would, one, harm our fragile economy and, two, remove
a fundamental aspect of our right to self-government under the
Covenant.

I say that, given the chance, we can correct what mistakes there
are without need for a Federal takeover. In fact, as Governor
Tenorio has mentioned, they are being corrected and, through re-
form legislation and effective enforcements since last year, our leg-
islature passed no less than half a dozen laws concerning guest
workers in the Commonwealth.

For example, there’s now a moratorium on the hiring of addi-
tional guest workers. This law already resulted in a 22.7 percent
decline in the issuance of guest permits alone in 1998. For those
workers who have judgments against their employees for unpaid
wages or who have been abandoned by their employees, we enacted
legislation whereby the government pays for repatriation costs and
unpaid wages. This despite declining government revenues.

In addition, there is now a limitation, legislation limiting the
maximum length of time that guest workers can stay in the Com-
monwealth to three years, similar to the limitation for H-2B work-
ers. Thus this limitation is reasonable and addresses dhe criticisms
that some guest workers have lived in the Commonwealth for a
long time, yet do not have the political rights—any political rights.
Furthermore, by requiring guest workers to exit after three years,
this law encourages employers to recruit local residents to replace
the departing guest workers.

Through such legislation and enforcement, our government is
wholeheartedly committed to correcting the mistakes of the past
and establish an effective system of immigration and labor control.
Our united Commonwealth leadership that is here today, both gov-
ernment and private, hopes to convince you of that.

Mr. Chairman and honorable members of this Committee, the
leaders of the Commonwealth are mindful that the continued de-
velopment of our local economy and enhancement of the overall
quality of life in the islands require a firm physical infrastructure.
To assist the Commonwealth in this regard, the United States has
pledged to provide funding for capital improvement projects pursu-
ant to section 702 of the Covenant and later funding agreements.
Under the present agreement, the CNMI is required to match Fed-
eral CIP funds on a dollar-to-dollar basis. Our current legislature
and Governor Tenorio’s administration have worked diligently to
identify the full range of projects to be undertaken, including iden-
tifying and securing the sources to meet the local matching funds
requirement. We appreciate any effort on your part to support con-
tinued CIP funding for the CNMI and that existing funding not be
disturbed.

In closing, on behalf of my colleagues in the House of Represent-
atives and the people of the Commonwealth, I hope that we have
impressed upon this Committee our resolve and strong commit-
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ment to set our house in order because the future of our Common-
wealth depends upon it. Thank you, Mr. Chairman.

[The prepared statements of Mr. Manglona and Mr. Benavente
follows:]

STATEMENT OF DAVID NORTH

You have an admirable collection of information here, and I think the report can
make a big difference in the on-going policy discussion.

But, truth to tell, my sense is that it needs a little more snap; there is potential
drama within this theater, but it needs to be moved to the front of the stage.

You have also done a lot of original work, creative undercover stuff, and you have
(all too modestly) downplayed it. In how many studies does one find that the best
part is in the methodology section? Not many.

Before we go much further, bear in mind that I am a writer, one with a lot of
familiarity with the subject, and so what I say relates to what I would have done
with the similar material. So you should toss many grains of salt on what I say,
for that reason. My comments come in three flavors:

A. there are some over-arching suggestions noted above and below in this memo;

B. there are notes A through I think I, which deal with specific subjects, set off
by specific sentences in the text; and

C. there is some page-by-page editing. In instances in which the notes are sur-
rounded by brackets [ ] these are asides to you; in other instances, without brackets,
they are suggested edits.

Generally, I would encourage you to impose the following on the report:

1. Some themes, notably a description of what you saw as a part of a giant con-
spiracy, maybe of how the PRC is taking over, with the unwitting help of American
conservatives, a whole American island. This, I think, is a little sexier than a de-
tailed litany of the very real human rights abuses.

An alternative version would be an excellent example, on American soil, of how
NOT to run an immigration policy; of how U.S. citizen workers are rendered unem-
ployed while trafficking for profit dominates the scene.

Another theme would be the bondage of debt, that prevails (silently) in the CNMI;
all the garment workers are somehow bonded, and many (but not all) the others
have similar experiences. The poor Bangladeshi are stuck and screwed, but not
bonded to an employer.

Whatever the theme, it is needed for itself (to tell a truth in a dramatic way) but
also to make more coherent and more significant that great amount of detailed in-
formation you have collected.

2. You need to be—and I could be fired, not shot for this—more distant from the
Clinton Administration. Bill Clinton has not made this a personal battle with Con-
gress; a secondary point, the Administration is not spending as much money as it
should on enforcement, nor has its Justice and Treasury operations been as strong
as its Labor and Interior programs. (We will need to figure out how you can say
that without implicating me.)

3. The drama of what you two did is all but lost; how you got parts of this story
are more dramatic than what you learned. Your accounts of this in person, Steve,
have a drama that is not reflected (yet) on paper.

More drama and a theme or two will lead to useful and quotable soundbites,
which are not now present.

4. One temptation in such a report is to write down everything you learned; you
need to resist that, and drop some of the detail.

5. On the other hand the very peculiar civics and economics of the situation might
be given a little more attention; the odd ways that the U.S. treats its territories,
each quite different from the others.

Further, to produce clothing in the CNMI (one of my favorite themes) is to
produce it in the worst place in the world for various U.S. interests. I think I have
walked you through this—if the clothes were made in Mexico, for instance, it would
produce hundreds of millions of dollars worth of sales for U.S. fiber, yarn and textile
companies and thousands of jobs for their workers; if made in Cambodia, no jobs,
but $200,000,000 a year in duties, a major benefit to U.S. taxpayers. (The CNMI
of course, just talks about garment jobs, none of these more sophisticated concepts.)

This is of course, a bit distant from trafficking, but you can talk about these mat-
ters as another set of adverse results coming from the trafficking policies.

OK, enough of the big picture. Here are some specifics:
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1. I found the definitions, probably very important to you as they are, getting in
the way of the story. Maybe you could put them in an appendix, and just refer to
them in the text.

2. The text wanders between The Mogul (nice term) and naming Willie Tan; Pres-
ton Gates is treated the same way. I think I prefer naming them. A sentence or
two about Willie Tan’s other interests might help too.

3. Paragraphs seem to be longish.

4. You probably should stop for a sentence early on and talk about the Tenorios,
uncle and nephew, battling each other in the 1997 election, an example of disunity
among one of the 14 families (a nice concept.) one of Allen Stayman’s notions,
though I have little proof of it is that the families get money from the garment in-
dustry by leasing land to it.

5. Given the length of the report you might consider hiring someone to do some
light editing, copy editing, not restructuring or extensive rewriting. I have done a
little of that, but more is needed, and it is hard to do it yourselves—you are both
too close to it to notice unconscious items like “Congressman DeLay was successful
in delaying action. . . .” or some such sentence.

6. I am a compulsive, footnote person; within limits, the more footnotes the easier
it is for the reader to accept what you are saying; you, the author, is not the only
authority. You could easily triple the number of footnotes in this one.

Now for the notes which are keyed to the text:

A. T would not use George Miller’s 66,400 jobs lost; it sounds unbelievable, and
you either have to stop and explain it or drop it.

B. The 11,000 limit, presumably self-imposed, similarly needs to be explained or
dropped. The current text makes it sound like there is some external law or regula-
tion that the CNMI is violating.

C. At the moment you have cited George Miller as the only person in the Congress
who wants change; he does, of course, but I would let people know that in perhaps
different ways there are a whole lot of people pushing for change—including Sens.
Murkowski and Akaka, and Congressmen Spratt, Miller and Bob Franks (R NdJ)
whose name can not be used now, but can soon.

Dk;lJane Mayer of the New Yorker is working, not totally successfully, with this
problem.

E. As to who pays for the lobbyists, it seems that the garment factories have
enough clout locally to force the CNMI to do it from tax funds; having a public agen-
cy (the CNMI govt.) do it, was very helpful when they were funding the junkets,
because govt-funded junkets do not have to be reported, but corporate ones do. You
should bear in mind that in a few days (Feb. 28) there will be a new round of lob-
bying reports on file, and we can see how much P-G was paid for the last six
months.

F. The CNMTI’s lousy wage payment enforcement does not stand in a vacuum; both
the feds and many states have highly useful programs to meet the same goal; it is
not as if CNMI had to invent something on its own. Terry Trotter has a wonderful
technique; he calls the customer in New York and says that he will go public, right
away, unless the factory in the CNMI pays up promptly. They do, though you
should not name him in this connection.

G. This is under the “XI. Extortion of Workers” section. This is specialized, but
a double whammy. If you (an alien worker) have lost your job in the CNMI you are
subject to deportation; however, under a local amnesty law, if you come forward to
the authorities, you have a (wildly generous) 60 days to find a new job, and that
new job will give you legal status again. The only people who are hiring are the
garment industry, and so it is within the garment industry that the petty officials
are selling jobs—and legal status—to poor alien workers for whatever gilt they can
obtain.

I can provide at least one news story on this subject, maybe more. Maybe you
have the clips in hand.

H. I disagree that Tan or the garment industry supports Preston-Gates; I may be
wrong, but the govt. pays the bills, and there have been some lovely stories about
what PG bills for, and for how much, all dug out of CNMI govt. files.

I. I (me, David) am running down, now, but I think we can talk a little further
about policy recommendations, but not just now.

I hope you do not find this too harsh, too intrusive or too radical. You are about
to make a major contribution and I want to help in that process.

Perhaps Rhonda—not the report—will have the drama, but I think it can be in
both places.

Thank you for showing this to me. (And bear in mind that only the spellcheck
has edited the document.)
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The CHAIRMAN. Thank you, Mr. Speaker. Mr. Representative
Babauta. Hopefully we’ll get you a vote one of these days. You're
on.

STATEMENT OF JUAN N. BABAUTA

Mr. BABAUTA Thank you, Mr. Chairman. Mr. Chairman, I join
the governor and the Senate president and the speaker in express-
ing our appreciation to you for your continued support in pre-
serving the Covenant funding for the Northern Mariana Islands;
much needed for the development of our infrastructure throughout
the Northern Marianas. As you know, we do have three islands for
viflhich that money is badly needed for development of our economy
there.

Mr. Chairman, the people of the Northern Mariana Islands have
been putting a lot of pressure on their leaders for change because
what the people are seeing is not right. But I have to assure this
Committee that change is occurring. Local officials who best under-
stand local problems and conditions and who are answerable to
local voters have acted on numerous local policies to deal with
these problems.

And, very quickly, Mr. Chairman and members, we have im-
proved our entry and exit system. It is much better now. We now
have a better handle on the LIIDS program. We have limited am-
nesty for illegals; 3,000 of them showed up—signed up, rather. And
we have tightened up regulations regarding security guards and
manpower agencies which accounted for the large majority of the
labor complaints in the Mariana Islands. We have a moratorium
law. As imperfect as it is, it is a moratorium law nonetheless and
it is a step; a step that we have never taken before in the Northern
Mariana Islands.

We have open transfer of jobs now in the Northern Mariana Is-
lands that we did not have before. We put a cap on garment work-
ers. The INS and the CNMI joint effort regarding the illegals in
Tinian for those coming from China have worked out very well. We
put a three-year cap on non-residency or non-resident stay; and we
now have a pre-check screening for health and a pre-check screen-
ing for criminal background checks for those now entering the
Northern Mariana Islands.

But while we try to address these difficult issues at the local
level, the question is what has the Federal Government done? And
the answer is that the Federal Government has not been willing
to devote a high level of resources even to carry out functions
where the Federal responsibility is quite clear. And this is not a
statement by Juan Babauta nor a statement from Governor Pedro
P. Tenorio or any one of us here on the panel. This is a statement
from the U.S. Commission on Immigration report. It is clear that
the Federal Government is a reluctant party when it comes to en-
forcing Federal laws in the CNMI. As a general observation, the
Federal Government is a reluctant party when it comes to pro-
moting and enhancing the cause and the well-being of all the insu-
lar areas, not just the Northern Mariana Islands.

Mr. Chairman, we can sit here all day long and talk about immi-
gration and labor and we can sit here all day long and talk about
minimum wage and the duty-free manufacturing in the Northern
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Mariana Islands, but, in the end, these conditions are symptoms.
They need to be dealt with, but they are not the core problem. Mr.
Chairman, this great nation of ours has a territorial problem and
until this nation addresses its territorial problem, deals with the
needs and circumstances of the insular areas as a whole, then
symptoms of that problem will continue to crop up.

Today our nation is in a period of unprecedented economic
growth, yet look at the conditions in the insular areas. By most
economic measures, we lag behind. Half the insular area popu-
lation is below the U.S. poverty line. Two days ago, before the Sen-
ate Energy and Natural Resources Committee, we heard that
America should be one country. But the fact is that we are two
America’s. The 50 States are 1 America; the insular areas are the
other America. And these two Americas are drastically different,
not only economically, but politically.

I believe it is no coincidence that the insular areas, without full
political rights, are least well-off economically. And this is beyond
having a delegate in the Congress and in the House of Representa-
tives. And I have a concern that this condition of economic and po-
litical disenfranchisement seems permanent. There is no way out.
The CNMI had a vision when we negotiated the Covenant. We
wanted to be part of America economically and politically. And that
vision still lives today. Thank you, Mr. Chairman.

[The prepared statement of Mr. Babauta follows:]

STATEMENT OF JUAN N. BABAUTA, COMMONWEALTH OF THE NORTHERN MARIANA
IsLANDS

Mr. Chairman and Members of the Committee:

Today’s hearing is the fourth this Committee has held since 1992 to look at how
the Federal and the local governments are dealing with the issues of immigration
and foreign workers in the Northern Marianas. Mr. Chairman, you, Mr. Miller, and
other Members have during this time epended the personal effort to fly halfway
round the world to observe the reality in the Marianas and to talk with all parties.
As a Committee your scrutiny has been an incentive for change. And as individuals
your demonstration of personal concern and the informed counsel you have been
a}]cl)le to offer as a result of your visits must also be credited with provoking positive
changes.

Even more important, though, has been the role of the people of the Northern
Marianas, who have insisted that their elected officials change the course of immi-
gration and labor policy. As Speaker Benavente testified last year regarding the sen-
timent of the people who elected him: “They want stringent control of immigration.
They want labor enforcement. They want to maintain the character of their tradi-
tional community life.”

You have heard this morning of the actions the Northern Marianas has taken—
and is taking—in response to this public sentiment. These actions are designed to
ensure that immigration to our islands is managed effectively, and that foreign
workers, once arrived, are treated in a manner consistent with the fundamental
human values our local community respects. These actions also promote the goal of
Covenant Section 701: to raise the standard of living of the people of the Northern
Marianas to that of the rest of the United States in a manner which protects our
culture, our community, and the environment in which we live.

Have we achieved perfection? Of course not. But we have faced up to the need
for change and taken appropriate action.

Is there more to do? Yes, there is; as in any community, social improvement is
an on-going process. But I believe—and I say this as one who has been a persistent
critic of the Northern Marianas open-door immigration policy and of the way work-
ers have been treated—I believe all-in-all the situation is better

And change has occurred in a way, Mr. Chairman, I think you would agree is usu-
ally preferable: local officials, who best understand local conditions and who are an-
swerable to local voters, have crafted local policies to deal with the problems.

What has the Federal Executive branch done to make things better?
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« OSHA inspections appear to be improving workplace conditions. I was glad to
see recently that the penalties for the violations OSHA uncovers in the Mari-
anas are below the national average, which indicates to me the violations are
on average less severe than elsewhere in our country.

¢ The new ombudsman’s office Congress mandated is in operation and helping
foreign workers reach the system of Federal and local laws designed for work-
ers’ protection.

* The federally funded computerized tracking system is up and running at least
sufficiently that data from that system is now being reported in our annual sta-
tistical abstracts.

We still have, however, concern about the commitment and efficiency of Federal
law enforcers in the Marianas. As the U.S. Commission on Immigration Reform ob-
served in its 1997 final report: “... the Federal Government has not generally been
willing to devote a high level of resources even to carry out functions where the Fed-
eral responsibility is clear.! Indeed, the principal reason that Labor and Justice and
Treasury have agents and offices today in the Marianas is because those Federal
departments have been able to siphon off funds that Congress had otherwise des-
ignated for capital improvements in all the U.S. territories. The agencies are reluc-
tant to spend their regular operational funds to do their duty in the Marianas.

To me it is clear that when it comes to a “territory” without representation in
Congress or a role in election of the President there is, of course, no incentive to
commit Federal resources.

It should be clear to you why, given this reality, we in the Marianas remain es-
sentially skeptical about calls to increase Federal law enforcement responsibilities
by extending the Immigration and Nationalities Act. We just don’t trust that if the
Federal Government had that additional power over us our interests would be lis-
tened to or our welfare put before other concerns that the Executive branch—or
Congress—might in the future have.

We see a pattern of unfulfilled promises from our Federal partners. Today, for in-
stance, we wait patiently for reimbursement of some $700,000 we expended this
year to assist the U.S. Immigration and Naturalization Service in the interdiction
and confinement of over 500 Chinese who attempted to illegally enter Guam. The
Governor responded immediately when the Attorney General asked for a commit-
ment of CNMI manpower and money to deal with this crisis. Yet there seems to
be no such sense of urgency on the part of the Federal Government when it comes
to its pledge of repayment.

And year after year goes by without the compact impact assistance Congress
promised the Northern Marianas in U.S. Public Law 99-239 to offset the costs of
immigration from the island republics with which the U.S. has a relationship of free
association—costs we estimate in 1998 to have been $15.1 million. Guam receives
some $5 million annually for compact impact; and in this year’s budget the Presi-
dent proposed doubling that amount. So, clearly the Federal Government acknowl-
edges the legitimacy of the claim for compact impact wherever there are immigrants
from the freely associated states. Yet the Northern Marianas—and the State of Ha-
waii—receive nothing.

Of course, the Marianas has benefited from our partnership with the U.S. We ap-
preciate the many Federal grants. Yet we receive less Federal assistance per capita
than any other part of our nation. The most prominent of the Federal grants—$11
million annually for capital improvements—is subject to a 50-50 match that no
other territory has to make for similar monies. If we are slow to make the match,
continuation of the funding is attacked on the floor during appropriations debates,
as it was this year and last. Still we take pride in the self-sufficiency that 50-50
match implies and in the systematic approach to spending those funds embodied in
the plan Governor Tenorio prepared last year and which he and the Legislature are
abiding by.

We are proud, also, to be U.S. citizens. Perhaps, because we had to work to
achieve that citizenship, because we consciously chose citizenship by referendum,
and because we endured 300 years of colonialism to achieve this freedom, we appre-
ciate—in a way those who simply have the good fortune to be born an American
cannot—what 1t means to live in a democracy. And we will demonstrate our appre-
ciation on November 6th, when, if the past is any predictor, over 90 percent of the
eligible voters in the Marianas will cast their ballots in legislative elections.

Imagine how it feels to people who take participation that seriously to be denied
any role in our national government.

1Immgration and the CNMI: A Report of the U.S. Commission of Immigration Reform, 1997,
p. 16.
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I commend this Committee for taking action in the past to provide the U.S. citi-
zens of the Northern Marianas with a Delegate in this House of Representatives.
But Mr. Gallegly’s delegate bill was blocked—this Committee’s recommendation was
thwarted—in the 104th Congress. In the name of simple justice I ask that you not
let the 106th Congress end without righting this wrong.

And do not stop there, Mr. Chairman. This Committee and this Congress must
confront the totality of the relationship between the “territories” and the rest of this
United States.

Our nation today is enjoying a period of unprecedented economic growth. Yet look
at conditions in the insular areas. By many measures—GDP or personal income per
capita—we lag far behind the rest of the nation. Large percentages of our popu-
lations are below Federal poverty guidelines. To one degree or another most of our
governments have accumulated debt; some remain dependent on the Federal Gov-
ernment for operational funds. It would not be an overstatement to say that we are
America’s insular Appalachia. There is no vision required to see where we need to
go: we want to be as prosperous as the rest of our nation. But vision is needed—
and Congress must be our partner in this—to find a pathway to that goal.

Politically, too, Congress needs to take action on what is a fundamental affront
to our American ideals: Here in the third century of our democracy there remain
4 million U.S. citizens who are denied the right to vote for the laws that govern
them or the right to vote for the President who administers those laws simply be-
cause those citizens live in American Samoa and Guam and Puerto Rico, the Virgin
Islands and the Marianas. Why even U.S. citizens living in foreign countries can
vote for members of Congress and the President. Only those of us in America’s “ter-
ritorial” enclaves are denied this fundamental right of citizenship

One criticism of the NMI immigration policy is that it allows there to be a perma-
nent resident population that is politically disenfranchised—and that this is counter
to American values. I agree. And I would add that this is also a perfect description
of U.S. territorial policy: four million Americans permanently dispossessed.

So, I close by asking this Committee to rise to the challenge posed by a 19th cen-
tury territorial policy that is in danger of persisting into the 21st century. Take on
the challenge and together let’s make the insular areas truly a part of America.

Mr. Chairman, thank you for this opportunity to address the Committee.

The CHAIRMAN. Thank you, Mr. Juan Babauta. I don’t think any-
body would disagree with what you just said about the territories
being behind. And I think this Committee and this Congress has
been neglectful over the years of all the territories. We were the
last territory to become a State and thank God, if you read the
paper yesterday, my people in the State of Alaska have done well
as a State because we were given the God gift of economic well-
being with good oil development and that you don’t have, nor do
the other territories. So we have to figure out a way to get you in
the fold and make sure it works.

To restate most all of your comments, I would just like to recap
what’s been said here. Now has there been a cap put on the num-
ber of garment workers by this administration, by you, Governor,
and the House and the Senate?

Governor TENORIO. Yes, sir, Mr. Chairman. The actual cap of the
garment industry now is 15,727. However, we have the cap up to
15,727, presently we have only, I believe, a little over 15,000 em-
ployees of the garment industry.

The CHAIRMAN. Okay. Now has that had any impact? Mr.
Zachares, if you'd like to join us because youre the guy that han-
dles this thing.

Mr. ZACHARES. Thank you, Mr. Chairman.

The CHAIRMAN. What impact has that had on the activity and
the present I'd say conditions of the work force in Saipan?

Mr. ZACHARES. Governor, if I may? The bottom line is the num-
bers are down 26 percent from 1997 in the total work force within
the Commonwealth. That includes garment and every other sector.
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It’s had a very minimal effect right now. There’s been a little over
500 actual workers that came in under this cap program or under
the legislative cap. And most of those workers went to those new
factories that had obtained a license in the previous administration
but had no other workers.

I think what the focus on this cap bill was the attrition effect of
it, because they have one year to bring in the amount of workers
for the cap. If they don’t bring those workers in—and I think we
have about four months left under that—they lose the cap num-
bers. If a garment factory goes out of business, those numbers are
lost through the attrition provision. And, additionally, one other
highlight of that provision: that it closed up the loophole in man-
power agencies, that you could no longer hire workers—it usurped
the cap before when you could get a manpower worker and that
was not included.

The CHAIRMAN. What’s the difference between the garment work-
er and a guest worker?

Mr. ZACHARES. They would be essentially the same if the gar-
ment worker was from off-island and not a local worker.

The CHAIRMAN. Okay, but there’s a moratorium on hiring any
new guest workers. Is that correct?

Mr. ZACHARES. Yes, sir.

The CHAIRMAN. How new is that?

Mr. ZACHARES. The moratorium came into place I believe in
March of 1998.

The CHAIRMAN. Okay. Going on to the number of illegal aliens,
did you grant amnesty to those illegals that came forward within
a certain time frame? And has the amnesty bill help the CNMI get
a better grasp of the illegal aliens?

Mr. ZACHARES. Yes, sir. It has. I believe the numbers were 3,111
workers came forward under the provision. If I can look in my
notes here, I can give you an exact breakdown on it. But what we
noticed from the workers that came forward from the demographics
of it, the largest amount were Philippine workers, because we did
a lot of education with the Philippine consulate there, a lot of out-
reach programs. But we did see an unusually high number of Chi-
nese workers who generally are a little bit more suspicious of com-
ing out and taking advantage of a program, government programs.
They came in second, as far as coming out. And then the
Bangladeshi situation. Almost half of those workers obtained one-
year permits from that and then we had over 2,000-some got tem-
porary work permits.

The CHAIRMAN. The Bangladeshi were granted, I noticed in the
testimony of the governor, they were given compensation for back
wages and they have also been given an opportunity to return
home, fully paid fare? Is that correct?

Mr. ZACHARES. Yes, sir.

The CHAIRMAN. How many have taken advantage of that?

Mr. ZACHARES. Approximately—the Bangladeshis, sir, I believe
it’s about 111 Bangladeshis, per se, have. We have others that are
eligible for it: Chinese workers and/or Filipino workers.

The CHAIRMAN. How new is that?

Mr. ZACHARES. This provision came into effect I believe in Feb-
ruary.
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The CHAIRMAN. Okay. Governor, for you specifically, you de-
scribed a level of cooperation between the CNMI and the various
Federal governments and agencies. Have you received any reports
from the Customs Service regarding the activities of the Marianas?

Governor TENORIO. Yes, sir, we received a report from the Cus-
toms.

The CHAIRMAN. I have not received that. Can you submit that?

Governor TENORIO. Yes, sir. I would be very happy to submit to
you, Mr. Chairman.

The CHAIRMAN. I would appreciate that. I want to see that re-
port. My time is about up. Talking about, Mr. Zachares, the Phil-
ippine government’s current position regarding the treatment of
the workers in CNMI, what is their position?

Mr. ZACHARES. The current position, if I can quote from a letter
that we received, actually the governor received through the ad-
ministration, briefly I can quote from it. “The consulate’s report
emphatically reiterated the good working conditions of our Filipino
workers and the effective coordination efforts between the con-
sulate and the local government.”

The CHAIRMAN. Has that been submitted to the Committee?

Mr. ZACHARES. I’'m not sure if it has. It will be, sir.

The CHAIRMAN. I would request that, respectfully, that it will be
submitted to the Committee?

Mr. ZACHARES. Yes, sir.

[The information follows:]

The CHAIRMAN. Okay. Now, lastly, before I turn things over to
Mr. Doolittle because I have a short meeting I have to go to and
he will run the Committee, I want all of you in the room after all
the questions of this panel, I want you to remain in the vicinity so
if I have any questions following the testimony of the government
agencies, I want you available to answer those. And that goes for
the government agency after they testify. Otherwise, I want you all
around this vicinity after you’ve testified so we can sort of cross ref-
erence what’s been said on both sides of the aisle so we know
where we're going and what we’re trying to achieve here today.

Mr. Doolittle, will you please take over? And he will recognize
you, Mr. Miller.

Mr. DOOLITTLE. [presiding] Mr. Miller is recognized.

Mg‘ MIiLLER. Thank you, Mr. Chairman. Zachares, is that cor-
rect?

Mr. ZACHARES. Yes, sir.

Mr. MILLER. Mr. Zachares, thank you. Can you explain to me, or
any other member of the panel, the difference between the cap that
you just discussed and then the cap that I think an earlier version
or—I don’t know if it was an earlier—another version was the ab-
solute garment cap that was vetoed by the governor? What’s the
difference between the two?

Mr. ZACHARES. The garment cap and the moratorium. The mora-
torium law came into effect March of 1998. That was not to allow
any new workers into the Commonwealth. Replacement workers
were, with very few exceptions, under some provisions, as far as if
you met certain criteria, financial criteria. There is a provision on
the—now the garment cap bill that you’re referring to was the final
cap bill. The garment was not allowed to bring in new workers
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under the moratorium bill. The garment cap bill came into effect
to set the limits for the garment industry, a final cap number with
the attrition provisions provided.

Mr. MILLER. And that was vetoed? Is that the law now?

Mr. ZACHARES. Yes, sir.

Mr. MILLER. And that puts a cap. So if you go out of business
under existing law, what happens to your workers?

Mr. ZACHARES. Two things can happen. If you own another fac-
tory that has an available numbers of workers that you could take,
you could absorb those workers into that work force. Otherwise, it
would be a repatriation back to your point of origin.

Mr. MILLER. Okay. How is it, now that you have a cap on I guess
the phrase is guest workers, how is it you now check the back-
ground of people coming to the CNMI?

Mr. ZACHARES. How do you check the background? Well, we do
a police clearance and a health clearance from the point of hire.
There is a new bill that was signed by the governor, I believe two
days ago, that increased the background checks to be consistent
with the U.S. standards.

Mr. MILLER. How can it be consistent with the U.S. standards?

Mr. ZACHARES. For example, utilizing clinics within that country
that are recognized by the U.S. State Department or the INS and
also the criminal background agencies within that country.

Mr. MILLER. So explain to me how you utilize those.

Mr. ZACHARES. Well, it was just signed two days ago. We will be
utilizing it. It complements what we already have in place. It
strengthens the background checks that are already in place.

Mr. MILLER. Explain to me how it works.

Mr. ZACHARES. Our checks in place right now?

Mr. MILLER. No——

Mr. ZACHARES. We would ask for a

Mr. MILLER. Both of them. That and the new system.

Mr. ZACHARES. In the previous one, we request a physical from
a clinic within the country and also a police clearance. This one,
the difference or the distinction between the two is now we will re-
quire the clinics that are recognized by the U.S. State Department
instead of any clinic within the country and also the appropriate
investigative agencies within that country for criminal background
checks.

Mr. MiILLER. What would be the situation if that same person
was seeking entrance under the U.S. immigration system?

Mr. ZACHARES. I'm not aware of that, sir, under the U.S. immi-
gration system. I could not answer that with

Mr. MILLER. You don’t know how they would be pre-cleared?
How would they be pre-cleared with law enforcement agencies
under Immigration?

Mr. ZACHARES. We've actually requested to have some watch
lists. We have not been provided watch lists so I could not address
that question.

Mr. MILLER. So you don’t have the same provisions that you have
when a person enters the United States they scan—you scan the
visa and it picks up that information and when they leave you scan
the visa and you pick up that information.
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Mr. ZACHARES. Well, that’s actually part of what we’re trying to
develop through our LIIDS system, that compatible system, a simi-
lar system in that vein.

Mr. MILLER. When is the LIIDS system going to be—it’s been in
production for a number of years. When is that going to be on line?

Mr. ZACHARES. Well, we're planning to visit a—we have a sched-
uled visit to Laos to examine a system that has been put in place
by the Australian government there with a similar type of situation
as far as guest workers coming in, sir.

Mr. MILLER. How do you verify both the law enforcement check
and the health check currently?

Mr. ZACHARES. Well, the health check, we have a two-tier system
because before they come into the CNMI, they must submit a
health clearance but, after they get in the CNMI, then they must
g}(l) to a clinic within the CNMI and have a follow-up health check
there.

Mr. MILLER. And what—the procedure for a tourist is what?

Mr. ZACHARES. The procedure for the tourist is if you’re coming
in from, say, Japan or Korea, it’s similar to the visa waiver pro-
gram. They will be questioned at the point of entry. They have to
show that they are financially able and that they are actually going
to a legitimate place to stay as a tourist. They’re identified through
an examination, the same that INS would use.

Mr. MiLLER. Well, not exactly the same.

Mr. ZACHARES. When we’re dealing with visa waiver programs,
it would be identical, such as Japan or Korea.

Mr. MILLER. When a tourist comes in from the Philippines.

Mr. ZACHARES. They would be examined a little bit more thor-
ough than if they were coming in from Japan or Korea, sir.

Mr. MILLER. And how would that be?

Mr. ZACHARES. Well, it’'s—the inspector at the airport would ex-
amine them, sir.

Mr. MILLER. What would he examine?

Mr. ZACHARES. To make sure that they were coming in legiti-
mately as tourists and identify where they were staying and the
money—that they do have adequate funding in order to ensure that
they are legitimate tourists.

Mr. MILLER. And if they were coming in from China, how would
they be examined?

Mr. ZACHARES. Chinese tourists don’t come in, sir.

Mr. MILLER. You don’t have anybody coming from China on tour-
ist visas?

Mr. ZACHARES. Very limited, from Hong Kong, sir.

Mr. MILLER. What number do you have coming from the Phil-
ippines?

Mr. ZACHARES. I do not have that number before me. I'd be
happy to give it to you at a later time, sir.

[The information follows:]

Mr. MILLER. Thank you.

Mr. DOOLITTLE. Mr. Zachares, you've made some excellent testi-
mony, but I think because you are such a—going to be a prominent
witness, we need to put you under oath as well. So would you rise
and do that?

[Witness sworn. ]
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Mr. DOOLITTLE. Thank you. And now that you're under oath, the
previous statements you made to this Committee were the whole
truth and nothing but the truth, right?

Mr. ZACHARES. Yes, sir. They were.

Mr. DOOLITTLE. Yes. Mr. Zachares, I appreciate your testimony
and wondered if you would—and I'll invite the others in the panel
if they’d like to offer this response—but how would you describe
the level of cooperation between the CNMI and the various Federal
departments and agencies? In other words, how do you feel about
their cooperation with the government of the CNMI?

Mr. ZACHARES. Governor, would you like me to address that?

Mr. DOOLITTLE. Governor

Mr. ZACHARES. Thank you, sir. It’s been my experience—as you
may be aware or you may not be aware, I was the incident com-
mander for the Tinian operation, the diversion program, for the
CNMI, so I did get a chance to intimately deal with a lot of Federal
agencies over there in that particular situation. And I do have con-
tact with other offices such as the Department of Labor, NLRB,
EEOC, the FBI, DEA.

In some cases, it is an extremely effective working relationship.
For example, with the FBI-CNMI Task Force, we find an immense
amount of cooperation and effectiveness between the CNMTI’s ef-
forts and also the Federal efforts. Additionally, with the DEA, I
don’t deal with them as directly, but my understanding is that
there is some cooperation there.

I think the problem that arises now with some of my dealings
with other agencies are we are full-time. We are on the ground 24
hours a day, 7 days a week. That is my home. My children are
from there. My wife is from there. It is not a part-time enforcement
effort for me. And it’s very difficult when you have some agencies,
Federal agencies, that treat it as a part-time enforcement agency—
or enforcement effort.

Mr. DooLITTLE. Well, which Federal agencies treat it as a part-
time enforcement effort, in your view?

Mr. ZACHARES. In my view, right now, agencies such as EEOC,
NLRB, OSHA. And some of these agencies are, for example, with
OSHA, could assist us immensely in our efforts in the very sen-
sitive area of the garment. We are working very closely. When
OSHA is on-island, we try to work very closely and share informa-
tion with them, as well as working with the SGMA, that is the gar-
ment association, in trying to ensure that everyone keeps in their
areas of compliance. But there are agencies that, quite frankly, like
I said, are involved in more part-time enforcement.

Mr. DoOLITTLE. So OSHA and the EEOC are two of the examples
of lax enforcement and yet are these not two of the agencies mak-
ing some of the most serious charges?

Mr. ZACHARES. Yes, sir.

Mr. DooLITTLE. Does that strike you as odd that they would
make those representations of serious charges yet shirking their
own duty, which they have the power to do, to enforce the law?

Mr. ZACHARES. I think it’s difficult to make an assessment based
on a part-time enforcement effort. Yes, sir, I would agree with you.

Mr. DOOLITTLE. I mean, why are they ma—do they have the abil-
ity to have a full-time enforcement effort?
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Mr. ZACHARES. Federal laws apply there that they are there to
enforce. I believe in our last hearing, Senator Murkowski alluded
to the fact that Federal laws do apply; that the agency should be
funding fuller enforcement out there and to maintain an office out
there within their own agencies.

Mr. DooLITTLE. What reason do they offer to you as to why they
are not making a full-time enforcement effort?

Mr. ZACHARES. It’s very hard to pin them down on what reasons
because it’s a part-time effort. There’s times that I'm working full-
time there and it’s hard to pin them down why. Generally, though,
the answer is funding or where the funding is coming from.

Mr. DOOLITTLE. And aren’t they supposed to enforce the laws,
even in this part of America, namely the CNMI?

Mr. ZACHARES. I believe those Federal laws are applicable.

Mr. DOOLITTLE. I mean, is there some reason why they would—
I mean, would it be any different? And if they declined to enforce
the laws in Kansas for some reason in favor of some other State?

Mr. ZACHARES. No, sir, it wouldn’t. It would be no different.

Mr. DooLITTLE. Okay. Thank you. Let’s see. Mr. Faleomavaega
is recognized.

Mr. FALEOMAVAEGA. Mr. Chairman, in deference to my col-
leagues who were here earlier than me, I

Mr. DOOLITTLE. Oh, sorry.

Mr. FALEOMAVAEGA. Both Bob and Neal were here.

Mr. DooLITTLE. All right. The gentleman from Guam, Mr.
Underwood, is recognized.

Mr. UNDERWOOD. I thank you, Mr. Chairman, and Buenasviste
and Hafa Adai to my neighbors to the north. I know that back
home this is barely a ripple, not even a banana typhoon, so I know
we’re all having a hard time understanding what all the commotion
is about the weather.

[Laughter.]

Mr. UNDERWOOD. But, nevertheless, I do appreciate Chairman
Young for holding this hearing and, as you know, there’s a number
of very intricate policy questions in which Guam and the CNMI are
interconnected, not only because of the fact that we basically come
from the same people, but because so many policy questions get en-
tangled. And I certainly appreciate the comments made by the po-
litical leadership: Governor Tenorio and Senate President
Manglona and Speaker Benavente and, especially, the comments of
Juan Babauta about the nature of territorial relationships with the
Federal Government.

And I too, of course, have always been a strong proponent of
making sure that Juan Babauta was up here on the dais with us.
Maybe not on that side.

[Laughter.]

Mr. UNDERWOOD. But at least somewhere here. And so hopefully
we’ll see that day come to pass.

It is very interesting. I just want to ask questions relative to the
CIP funding because I know that Senate President Manglona and
Governor Tenorio both raised this issue. And the CIP funding,
which is—of course, we’ve—as I've stated repeatedly, even though
Guam ultimately deserves compact-impact aid, it was—that was
not a funding source that I would have picked.
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But I did want to get on the record the exact condition of that
CIP funding. In the third cycle, which you identified, Governor, you
had $154 million which is for the CIP funding and that’s supposed
to be matched, half CNMI and half Federal Government. And the
Federal Government keeps putting money into this funding, but
the CNMI, because of the experiencing in large measure the same
problems we’re experiencing in Guam relative to government rev-
enue, is unable to, as I understand it, adequately match that fund.
So can someone tell me, based on your figures, what is the exact
amount which has been put in by the Federal Government, which
remains unmatched by the CNMI government?

Governor TENORIO. Thank you, Congressman. I would like to
refer that to my adviser, Mike Sablan. We have the full detail of
all the CIP funds.

Mr. UNDERWOOD. Before Mr. Sablan answers that question, Mr.
Chairman, you know, it’s not—and I have absolute trust that Mr.
Sablan will give us a faithful rendition, but, you know, could you
swear him in too?

Mr. DOOLITTLE. No. No. Let me just say that in our Sub-
committee, everyone is sworn in and if someone else comes up, they
get sworn in too. And that’s all I'm doing here. That way all the
testimony has the full credibility. Nobody can say that because
somebody was sworn in, they didn’t. So, Mr. Sablan, will you rise
and take the oath please.

Mr. MICHAEL SABLAN. Thank you, Mr. Congressman.

Mr. DooLITTLE. Will you stand and let me administer the oath
to you?

[Witness sworn.]

Mr. DooLITTLE. Thank you very much. Welcome to the Com-
mittee, Mr. Sablan. Why don’t you tell us your title, for the record?

Mr. MICHAEL SABLAN. For the record, my name is Michael S.
Sablan. I am the special adviser for finance and budget.

Mr. DOOLITTLE. Thank you. Okay. Mr. Underwood.

Mr. UNDERWOOD. Go ahead. Would you tell us how much money
is in the fund now, given by the Federal Government, which re-
mains unmatched by the CNMI government?

Mr. MICHAEL SABLAN. Yes, Mr. Underwood. As you mentioned,
we are in the third funding period under the 702 program, which
began in Fiscal Year 1996. The Federal Government has appro-
priated Fiscal Year 1996, Fiscal Year 1997, Fiscal Year 1998, and
Fiscal Year 1999 funds, a total of $44 million, $11 million per year.
So far this year, the CNMI legislature has appropriated a total of
$43 million—I'm sorry. $12 million plus—$16 million toward the
$44 million required. We have matched the Fiscal Year 1996 Fed-
eral funds. We have fully matched the Fiscal Year 1997 Federal
funds. We have matched part of the Fiscal Year 1998. The Fiscal
Year 1999 funding has not been matched, but in the legislature—
the legislature and the governor has passed into law a CIP bond
in the amount of $60 million to provide the balance of the matching
required.

Mr. UNDERWOOD. Okay. So as we sit here today, of the $44 mil-
lion that has been appropriated, only $16 million has been
matched, although I appreciate the comment that there are plans
to match it in the future.
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Mr. MICHAEL SABLAN. There are plans to match the balance of
this, yes.

Mr. UNDERWOOD. But only $16 million to date has been matched.

Mr. MICHAEL SABLAN. No, no, no, sir. We have matched $12 mil-
lion plus $16 million—$28 million.

Mr. UNDERWOOD. $28 million.

Mr. MICHAEL SABLAN. $28 million.

Mr. UNDERWOOD. So there’s some $16 million that remains un-
matched?

Mr. MICHAEL SABLAN. Unmatched. Yes.

Mr. UNDERWOOD. Okay. All right. Thank you. Senate President
Manglona, you raised the issue of compact-impact aid. Could you
explain to the Committee what is the relationship of your own—
the lack of application of the INA Act to the CNMI and the fact
that citizens from the Freely Associated States can go into the
CNMI. I would assume that you’d have some authority to control
or manage the flow of those citizens.

Mr. MANGLONA. Thank you, Congressman Underwood. The fig-
ures that I raised about $28 million in the last 2 years, I must
admit I do not have the exact detail on how they arrived at those
numbers, but it is a figure that was derived by our various depart-
ments and agencies that see the impact of these people immi-
grating from the FSM and the Lao and other——

Mr. UNDERWOOD. Well, of course—of course——

Mr. MANGLONA. I guess the point that we’re trying to make is
that we have not been giving the attention to these estimates or
figures and I think that the Department of the Interior ought to
sit down and seriously discuss this with Guam as well and other
territories that are affected. It is something that is impacting all
the territories and that should be given serious attention. My point
is that it is an impact that I think should be discussed.

Mr. UNDERWOOD. Yes and I certainly appreciate that and I un-
derstand that Guam’s impact is larger. But the question I'm asking
is not whether it has an impact or the amount of the impact. The
question I'm asking is what do your own immigration laws, how do
they interact with the fact that if you have local control over immi-
gration and you’re trying to manage the flow of people into the
CNMI, Guam does not have local control over immigration, so we're
feeling the impact of the in-migration from the compact states
without any recourse. And I'm assuming that you have some re-
course, unless you have information to the contrary. Mr. Speaker.

Mr. BENAVENTE. May I just, Mr. Underwood? Thank you very
much. Well, first of all, yes we do have the right to control immai-
gration and also have the right to or are able at this time to control
the influx of a FAS citizen. But I guess we’ve chosen not to do so,
at this time, for a few reasons. One of them, of course, is, for exam-
ple, the need for a 20 percent quota for the garment industry and
that is for citizens, U.S. citizens, and, in that quota, FAS citizens
are recognized as U.S. citizens for that purpose. So we do need
workers to come into the Northern Marianas, although with
thoseworkers comes the family and the children and the relatives.

And the other reasons that we have chosen not to do so is that,
you know, we feel that we need each other’s support in the Pacific.
As a region out there, we try to cooperate. We were at one time
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one of the districts of Micronesia and then we still continue to
value some relationship with our neighbor islands. We also are re-
lying in the compact-impact agreement in which Congress, as a
matter of fact, has stated and I quote: “In approving the compact,
it is not the intent of Congress to cause adverse consequences for
the United States territories and Commonwealth or the State of
Hawaii.” And, you know, that particular statement actually meant
that there will be compact-impact reimbursement for the Common-
wealth. And with all those reasons, we’ve chosen not to do so.

Mr. UNDERWOOD. I understand that and I respectfully just, you
know, because you took some time to swear in Mr. Sablan there,
Mr. Chairman. My intent in this—okay. Thank you. My intent in
raising that issue is not to cast doubt on your need for reimburse-
ment for compact-impact aid. And all the—you know, we are all
fundamentally Micronesians, both the Chamorros in Guam and the
Chamorros in the Northern Marianas, as well as our Micronesian
brothers and sisters.

But, ultimately, the point that I'm trying to illustrate is that you
were allowed to make a conscious choice about the impact of the
FAS citizens and you have allowed them to come in. And that is
a decision that you made. And that, to me, qualitatively makes it,
even though it is still an obligation of the Federal Government,
qualitatively makes it a different situation than your neighbors to
the south where we are not allowed to make that conscious choice
about the impact of the FAS citizens.

Now, if we were allowed to make that choice in the same manner
that you were allowed to and we allowed them in, I would think
some people would argue in Congress—certainly we wouldn’t argue
that back home—but I think some people would argue that that
somehow diminishes the claim. I still think it is a legitimate claim,
but I think, categorically, it’s different. And I just wanted to take
the opportunity to point that out.

Thank you, Mr. Chairman.

Mr. DOOLITTLE. Mr. Schaffer is recognized.

Mr. SCHAFFER. Thank you, Mr. Chairman. My first question is
for Mr. Babauta. I was intrigued by your comment in your testi-
mony where you said, “We still have, however, concern about the
commitment and the efficiency of the Federal law enforcers in the
Marianas. As the U.S. Commission on Immigration Reform ob-
served in its 1997 final report, “The Federal Government has not
generally been willing to devote a high level of resources even to
carry out functions where the Federal responsibility is clear.”

I would like you to elaborate on that a little more as Mr.
Zachares has and ask you if you have, just by way of your rep-
resentative role here in Washington, whether you have heard simi-
lar kinds of concerns voiced by people perhaps within the Clinton
Administration on this particular issue and toward the sentiment
you described.

Mr. BaBauTA. Officials from OSHA. Obviously they do not have
a full-time operation in Saipan. They do have staff rotating
throughout, in and out of Saipan. But, Mr. Chairman, I pulled that
statement from the U.S. Immigration Commission report. They
saw, when they were out there, the same kind of situation that we
are seeing and it is that report confirms, independently from us,
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tﬁat the Federal agencies are reluctant to enforce Federal laws out
there.

Mr. SCHAFFER. Let me ask further. You know that—it’s an inter-
esting perspective because in a memo that the Committee has re-
ceived, a memo from—Iet’s see. This is from David North, who’s the
acting director of the Policy Division of the Office of Insular Affairs.
The memo was to a gentleman named Steven Galster and a woman
named Melanie Orent, who are with the Global Survival Network.
One of the observations Mr. North made in this memo—and let me
just add that the memo was used—is one to edit and proofread the
report that this organization produced. But it speaks to this par-
ticular issue.

It says, “You need to be and I could be fired if not shot for this,
you need to be more distant from the Clinton Administration. Bill
Clinton has not made this a personal battle with Congress. A sec-
ondary point, the administration is not spending as much money
as it should on enforcement. Nor has its Justice and Treasury oper-
ations been as strong as its Labor and Interior programs. We still
need to figure out how you can say that without implicating me.”
That is, again, in relation to the report, which I'll bring up later.

But with respect to the general issue here that the President has
not made CNMI and the issues that are of concern a personal bat-
tle with Congress. And the second point, that the administration is
not spending as much money as it should be on enforcement. Is
that consistent with the kinds of things—is Mr. North’s——

Mr. BABAUTA. Was that a statement from Mr. North?

Mr. SCHAFFER. Yes. That was received by the committee and I
would ask, Mr. Chairman, that this be submitted for the record if
it’s not already part of the Committee’s records.

[The information follows:]

MEMO OF DAVID NORTH

You have an admirable collection of information here, and I think the report can
make a big difference in the on-going policy discussion.

But, truth to tell, my sense is that it needs a little more snap; there is potential
drama within this theater, but it needs to be moved to the front of the stage.

You have also done a lot of original work, creative undercover stuff, and you have
(all too modestly) downplayed it. In how many studies does one find that the best
part is in the methodology section? Not many.

Before we go much further, bear in mind that I am a writer, one with a lot of
familiarity with the subject, and so what I say relates to what I would have done
with the similar material. So you should toss many grains of salt on what I say,
for that reason. My comments come in three flavors:

A. there are some over-arching suggestions noted above and below in this memo;

B. there are notes A through I think I, which deal with specific subjects, set off
by specific sentences in the text; and

C. there is some page-by-page editing. In instances in which the notes are sur-
rounded by brackets [ ] these are asides to you; in other instances, without brackets,
they are suggested edits.

Generally, I would encourage you to impose the following on the report:

1. Some themes, notably a description of what you saw as a part of a giant con-
spiracy, maybe of how the PRC is taking over, with the unwitting help of American
conservatives, a whole American island. This, I think, is a little sexier than a de-
tailed litany of the very real human rights abuses.

An alternative version would be an excellent example, on American soil, of how
NOT to run an immigration policy; of how U.S. citizen workers are rendered unem-
ployed while trafficking for profit dominates the scene.

Another theme would be the bondage of debt, that prevails (silently) in the CNMI;
all the garment workers are somehow bonded, and many (but not all) the others
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have similar experiences. The poor Bangladeshi are stuck and screwed, but not
bonded to an employer.

Whatever the theme, it is needed for itself (to tell a truth in a dramatic way) but
also to make more coherent and more significant that great amount of detailed in-
formation you have collected.

2. You need to be—and I could be fired, not shot for this—more distant from the
Clinton Administration. Bill Clinton has not made this a personal battle with Con-
gress; a secondary point, the Administration is not spending as much money as it
should on enforcement, nor has its Justice and Treasury operations been as strong
as its Labor and Interior programs. (We will need to figure out how you can say
that without implicating me.)

3. The drama of what you two did is all but lost; how you got parts of this story
are more dramatic than what you learned. Your accounts of this in person, Steve,
have a drama that is not reflected (yet) on paper.

More drama and a theme or two will lead to useful and quotable soundbites,
which are not now present.

4. One temptation in such a report is to write down everything you learned; you
need to resist that, and drop some of the detail.

5. On the other hand the very peculiar civics and economics of the situation might
be given a little more attention; the odd ways that the U.S. treats its territories,
each quite different from the others.

Further, to produce clothing in the CNMI (one of my favorite themes) is to
produce it in the worst place in the world for various U.S. interests. I think I have
walked you through this—if the clothes were made in Mexico, for instance, it would
produce hundreds of millions of dollars worth of sales for U.S. fiber, yarn and textile
companies and thousands of jobs for their workers; if made in Cambodia, no jobs,
but $200,000,000 a year in duties, a major benefit to U.S. taxpayers. (The CNMI
of course, just talks about garment jobs, none of these more sophisticated concepts.)

This is of course, a bit distant from trafficking, but you can talk about these mat-
ters as another set of adverse results coming from the trafficking policies.

OK, enough of the big picture. Here are some specifics:

1. I found the definitions, probably very important to you as they are, getting in
the way of the story. Maybe you could put them in an appendix, and just refer to
them in the text.

2. The text wanders between The Mogul (nice term) and naming Willie Tan; Pres-
ton Gates is treated the same way. I think I prefer naming them. A sentence or
two about Willie Tan’s other interests might help too.

3. Paragraphs seem to be longish.

4. You probably should stop for a sentence early on and talk about the Tenorios,
uncle and nephew, battling each other in the 1997 election, an example of disunity
among one of the 14 families (a nice concept.) one of Allen Stayman’s notions,
though I have little proof of it is that the families get money from the garment in-
dustry by leasing land to it.

5. Given the length of the report you might consider hiring someone to do some
light editing, copy editing, not restructuring or extensive rewriting. I have done a
little of that, but more is needed, and it is hard to do it yourselves—you are both
too close to it to notice unconscious items like “Congressman DeLay was successful
in delaying action. . . .” or some such sentence.

6. I am a compulsive, footnote person; within limits, the more footnotes the easier
it is for the reader to accept what you are saying; you, the author, is not the only
authority. You could easily triple the number of footnotes in this one.

Now for the notes which are keyed to the text:

A. T would not use George Miller’s 66,400 jobs lost; it sounds unbelievable, and
you either have to stop and explain it or drop it.

B. The 11,000 limit, presumably self-imposed, similarly needs to be explained or
dropped. The current text makes it sound like there is some external law or regula-
tion that the CNMI is violating.

C. At the moment you have cited George Miller as the only person in the Congress
who wants change; he does, of course, but I would let people know that in perhaps
different ways there are a whole lot of people pushing for change—including Sens.
Murkowski and Akaka, and Congressmen Spratt, Miller and Bob Franks (R NJ)
whose name can not be used now, but can soon.

D. Jane Mayer of the New Yorker is working, not totally successfully, with this
problem.

E. As to who pays for the lobbyists, it seems that the garment factories have
enough clout locally to force the CNMI to do it from tax funds; having a public agen-
cy (the CNMI govt.) do it, was very helpful when they were funding the junkets,
because govt-funded junkets do not have to be reported, but corporate ones do. You
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should bear in mind that in a few days (Feb. 28) there will be a new round of lob-
byinghreports on file, and we can see how much P-G was paid for the last six
months.

F. The CNMT’s lousy wage payment enforcement does not stand in a vacuum; both
the feds and many states have highly useful programs to meet the same goal; it is
not as if CNMI had to invent something on its own. Terry Trotter has a wonderful
technique; he calls the customer in New York and says that he will go public, right
away, unless the factory in the CNMI pays up promptly. They do, though you
should not name him in this connection.

G. This is under the “XI. Extortion of Workers” section. This is specialized, but
a double whammy. If you (an alien worker) have lost your job in the CNMI you are
subject to deportation; however, under a local amnesty law, if you come forward to
the authorities, you have a (wildly generous) 60 days to find a new job, and that
new job will give you legal status again. The only people who are hiring are the
garment industry, and so it is within the garment industry that the petty officials
all;e selling jobs—and legal status—to poor alien workers for whatever gilt they can
obtain.

I can provide at least one news story on this subject, maybe more. Maybe you
have the clips in hand.

H. I disagree that Tan or the garment industry supports Preston-Gates; I may be
wrong, but the govt. pays the bills, and there have been some lovely stories about
what PG bills for, and for how much, all dug out of CNMI govt. files.

I. I (me, David) am running down, now, but I think we can talk a little further
about policy recommendations, but not just now.

I hope you do not find this too harsh, too intrusive or too radical. You are about
to make a major contribution and I want to help in that process.

Perhaps Rhonda—not the report—will have the drama, but I think it can be in
both places.

Thank you for showing this to me. (And bear in mind that only the spellcheck
has edited the document.)

Mr. BABAUTA. Well, that will make it a third independent obser-
vation by somebody other than the CNMI.

Mr. SCHAFFER. Thank you. The second question I have is for any
of the—perhaps for Mark Zachares. And that is with respect to the
Fish and Wildlife. This Committee’s interested in activities of the
Fish and Wildlife Service. And I understand the Fish and Wildlife
Service from time to time is engaged in inspections of imported ma-
terials. What has been the level of activity of the Fish and Wildlife
Service?

Mr. ZACHARES. I may not be the one to answer that, as far as
the labor and immigration. I'm not aware of their activities in re-
gards to inspections of things coming into the CNMI.

Mr. SCHAFFER. Okay. Does anyone know? Have they been cooper-
ating with the CNMI Customs on inspections of incoming ship-
ments and so on?

Mr. ZACHARES. We have our director of Customs here if you
would like to address the question to him.

Mr. SCHAFFER. Well, whoever can answer it would be fine. The
government of the islands seems to be here and that’s the general
question that I have.

Mr. DooLITTLE. Mr. Chairman, I apologize. While you were gone,
we swore in other people that came forward to testify before the
Committee, as you had indicated everyone was going to be put
under oath.

The CHAIRMAN. [presiding] Don’t apologize. I'm glad you did it.
Stand up, whoever you are. Identify yourself.

[Laughter.]

The CHAIRMAN. Identify yourself first.

Mr. MAFNAS. My name is Jose Mafnas.

The CHAIRMAN. Okay, Jose.
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[Witness sworn.]

The CHAIRMAN. You can go ahead and answer the question.

Mr. MAFNAS. ’'m sorry, Congressman. Can you repeat the ques-
tion again?

Mr. ScHAFFER. Regarding the U.S. Fish and Wildlife Service.
Have they been involved to any degree in the inspections of incom-
ing materials, supplies, shipments to CNMI?

Mr. MAFNAS. Fish and Wildlife?

Mr. SCHAFFER. The U.S. Fish and Wildlife Service, right.

Mr. MAFNAS. I'm not aware where the U.S. Fish and Wildlife
serve with U.S. Customs.

Mr. SCHAFFER. I understand, but the U.S. Fish and Wildlife
Service does assist and has actually some special authority when
it comes to inspections of imported products. And I guess my ques-
tion is just if—if you're not aware of it, then I presume it didn’t

Mr. MAFNAS. No, I'm not aware of their presence.

Mr. SCHAFFER. Fine. Okay, that answers the question. Thank
you.

The next question, jumping back to you, Mark, is regarding the
Chinese illegals that you referenced that have been held on Tinian.
Can you tell us about the expense that CNMI has incurred and
how that occurred? As I understand it, it’s about $700,000.

Mr. ZACHARES. Yes, thank you, Congressman. It’s
approximately——

Mr. SCHAFFER. That CNMI maintains the Immigration Depart-
ment still owes them.

Mr. ZACHARES. We—right. Before this operation began, we re-
ceived a phone call from Justice where they asked for our assist-
ance in their diversion program. For the record, it was Eric Holder
speaking with the governor, with the staff members available,
where they promised the CNMI government for our cooperation it
would be 100 percent full reimbursement of any funds expended for
whatever the CNMI put out. During the process from April and I
believe the last plane just went out in September and I don’t think
we've added in the numbers from that last boat. But for the first
5 vessels, it was $750,000.

It has been my understanding that since we’ve been—we sub-
mitted a bill to Justice itemizing the costs. Mr. Sablan behind me
was the one that was working with that. To date, we have not been
reimbursed. Yet we have received, I believe in the last few days,
a request on repayment through some sort of grant proposed by the
Department of the Interior to which I believe we’re examining. We
don’t really quite understand how a grant is going to pay $750,000
that the governor reprogrammed himself mainly, essentially from
my department, which represents almost a 20 percent operating
costs for my department.

Mr. SCHAFFER. As a case study of the effectiveness of CNMI im-
migration law compared to U.S. immigration law, why did the
U.S.—why did the United States INS take these—they intercepted
them out in the ocean somewhere. Why did they bring them to
CNMI rather than Guam or California or somewhere else? Or Alas-
ka?

[Laughter.]
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Mr. ZACHARES. I actually was privy to some meetings in Decem-
ber of 1998 in Honolulu where this particular scenario was dis-
cussed with some high-level officials from INS. The plan there was
to do a diversion of boats, of vessels to Tinian, to utilize the CNMI
immigration system, and there would be minimal—it would be a
interview under the U.N. I believe Torture Convention. The reason
behind it is, essentially, in Guam, I believe, the number of people
who landed in Guam are still there—if I'm not mistaken—and still
being processed through. In Tinian, they have either been repatri-
ated, the vast majority have been repatriated back to China. A very
small amount were sent to the United States for further inter-
views, to which they are being confined in the United States right
now, pending those interviews.

But the short answer to that is rapid repatriation back to China.

The CHAIRMAN. If the gentleman will yield. I hate to do this.
Have you had 8 minutes or 10 minutes or are you on your first 5
minutes?

Mr. SCHAFFER. First five minutes.

The CHAIRMAN. Okay, why has this thing got an S-T-O-P up
here? Is he on his first five minutes or his second five minutes?
Time goes fast when you’re having fun.

[Laughter.}

The CHAIRMAN. I would suggest to the gentleman, with all due
respect, sir—I love his line, his train, but we have other members
waiting and when they get done you can come back, okay? Please.
Thank you.

The gentleman from Hawaii.

Mr. ABERCROMBIE. Thank you very much, Mr. Chairman. Mr.
Zachares, are you speaking for the CNMI government? Can your
testimony here be seen as speaking on behalf of the government?
That your observations can be seen as representing government
policy, at least from the executive side?

Mr. ZACHARES. I believe that 'm—yes, sir. That I'm speaking for
the government.

Mr. ABERCROMBIE. Your testimony is that the other agencies of
the Federal Government fail to carry out their duties of enforce-
ment, is that correct?

Mr. ZACHARES. Not all of the agencies, sir, but——

Mr. ABERCROMBIE. Not all of them, but some of them.

Mr. ZACHARES. Some of the agencies.

Mr. ABERCROMBIE. And that your characterization of that con-
stitutes principally what you have described as part-time enforce-
ment. Is that fair?

Mr. ZACHARES. Part-time enforcement or part-time——

Mr. ABERCROMBIE. It’s part of your objection or part of your ob-
servation that enforcement is not taking place correctly has to do
with the idea that your observation is that the enforcement is part-
time.

Mr. ZACHARES. Part-time or that they are not on-island on a full-
time basis.

Mr. ABERCROMBIE. That’s one of the points I want to raise. Have
you concluded that because they don’t have a full-time presence, a
three-dimensional presence, a person?
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Mr. ZACHARES. Well, let me explain why, if I may, just to give
an illustration of why I say that. For example, for the NLRB is ac-
tually working out of the Hawaii office.

Mr. ABERCROMBIE. Okay.

Mr. ZACHARES. Now, when an investigation is in progress for an
NLRB complaint, we are working with the NLRB allowing transfer
tempo

Mr. ABERCROMBIE. I got it.

Mr. ZACHARES. But——

Mr. ABERCROMBIE. I only have five minutes. I understand. In
other words, what you’re saying is that theyre not on the island.
They’re not there full-time.

Mr. ZACHARES. Yes, sir.

Mr. ABERCROMBIE. Okay. So you have to operate by fax or e-mail
or somebody coming in from Honolulu or from some other place.

Mr. ZACHARES. Well, it’s this. The people who are going to them
for the investigation are the ones that are finding it difficult be-
cause the investigation essentially stops when someone is gone.

Mr. ABERCROMBIE. All right. But even when someone comes in,
then, and makes an observation, with respect to enforcement, sup-
posing an edict of one kind or another is issued, now, who does the
enforcing? Supposing somebody from the Department of Labor
comes, they make an investigation; or OSHA comes, makes an in-
vestigation, makes a recommendation, says thus and so should
take place, how is that monitored? The thus and so?

Mr. ZACHARES. 1 believe it’s through the Federal Government,
sir.

Mr. ABERCROMBIE. But how is that actually accomplished if they
don’t have someone there to do it? If they don’t have—if OSHA
does not have a full-time presence?

Mr. ZACHARES. Well, that’s exactly the point, sir

Mr. ABERCROMBIE. Okay.

Mr. ZACHARES. [continuing] as far as who’s gatching it or

Mr. ABERCROMBIE. Okay. In other words, they could make a rec-
ommendation, order somebody to do something, but it isn’t nec-
essarily enforced because there’s nobody there, necessarily, to do it;
to then go and take such a legal recourse as might be required oth-
erwise. This is a difficulty I'm sure the Chairman can appreciate
that happens in all the non-contiguous territories. And with region-
alization and so on, we end up with somebody—the same thing
from Honolulu or Guam—and it’s Seattle or San Francisco or some-
thing trying to enforce something elsewhere. So there’s a difficulty
there that might be——

And the last question I want to ask is so what the CNMI govern-
ment is saying is you would like to have vigorous enforcement of
the laws and you feel that a more full-time presence would allow
that to occur, right?

Mr. ZACHARES. I actually believe that, yes, sir.

Mr. ABERCROMBIE. Thank you. Maybe you can tell me also, then,
is there a difference between a visitor and a guest?

Mr. ZACHARES. One would, I believe, be—a guest and a visitor?

Mr. ABERCROMBIE. Yes. Is there a difference? I was listening to—
I'm trying to catch up on everything here and, you know, some-
times nobody intends to tell you an untruth, but sometimes you
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don’t ask the right question, you don’t necessarily get all the infor-
mation. Are there differences between visitors to the CNMI and
guests in the CNMI?

Mr. ZACHARES. I guess we use the term “guest worker” and a
“visitor” would be considered a tourist and a “guest worker” is——

Mr. ABERCROMBIE. Okay. Is that two different people?

Mr. ZACHARES. There’s a distinction. Yes, sir, there is a dif-
ference.

Mr. ABERCROMBIE. Well, can the, in terms of these quotas and
ratios and so on, with respect to workers, do you make a differen-
tiation between a visitor and a guest worker?

Mr. ZACHARES. Yes, sir, we do.

. IVIIr?. ABERCROMBIE. Do visitors ever become guest workers by de-
ault?

Mr. ZACHARES. A visitor—under the limited immunity program
that did happen, but there is a CNMI statute that does not allow
a visitor or tourist to change their status from a tourist to a guest
worker without exiting first.

Mr. ABERCROMBIE. And is that vigorously enforced?

Mr. ZACHARES. It is being vigorously enforced now, sir.

Mr. ABERCROMBIE. It was not in the past.

Mr. ZACHARES. I can only speak for our enforcement efforts for
the year and a half that I've been there.

Mr. ABERCROMBIE. Okay. One other thing, then, Mr. Chairman,
with your permission. Do you have access to this series of graphs?

Mr. ZACHARES. No, sir, I don’t.

Mr. ABERCROMBIE. Well, if you’ll take my word for it.

Mr. ZACHARES. I will, sir.

[Laughter.]

Mr. ABERCROMBIE. Thank you. You'll notice I haven’t been sworn
in.

[Laughter.]

Mr. ABERCROMBIE. That shows you the confidence the Chairman
has in me. I wanted to mention, these graphs come from Saipan
labor force surveys, et cetera, fiscal impact reports. I'm interested
in your opinion or perhaps the governor might have an opinion on
this. It shows your population of Saipan—this is why I asked about
the guest workers and all the rest of it.

If you take a look at the first one, it shows CNMI population,
non-U.S. citizens and U.S. citizens and what this shows, even by
way of projection, is a huge disproportionate number of non-U.S.
citizens in the CNMI population versus the U.S. citizens. And if
you look in the last one, Mr. Chairman, it says, “Population of
Saipan by age, sex, place of birth, and parents’ place of birth as of
June, 1998.” You have CNMI-born and parents born in CNMI.
Then you have the CNMI-born and at least one non-CNMI parent.
So there is what I would call, what we used to call in Hawaii in
the old days, out-marriage, right? Either marriage and/or children
being born without benefit of marriage, right? Between those who
are non-CNMI citizens and either guests or visitors or immigrants,
legal or otherwise, right? Children being born.

Mr. ZACHARES. Well, I'd take some exception to some of these
numbers. When you’re talking about at least one non-CNMI, that
could be—I don’t think it’s taking into account either if they'’re
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from the Freely Associated States, one, or if they are married to
or in the process of-

Mr. ABERCROMBIE. Right. But, in any event, any child being
born—and then the one category that isn’t here is non-CNMI par-
ents, both parents, but CNMI-born. If a child has parents who are
not citizens and is born in CNMI, they are American citizens, are
they not? The children?

Mr. ZACHARES. Yes, sir. You are correct.

Mr. ABERCROMBIE. Okay. And theyre also citizens if they have
at least one CNMI—if theyre born there, regardless of what the
parents’ status is.

Mr. ZACHARES. They’re born there. Yes, sir.

Mr. ABERCROMBIE. My point is that it shows that there’s a lot of
children being born in CNMI, regardless of the parentage, and they
could include at least some, although that category isn’t listed here,
whose parents are not citizens, but a child is nonetheless born.
There’s probably a small number, but a number anyway.

Okay. These charts—it says they’re part of the Department of In-
terior testimony. I'm assuming that what they have given to us
comes from sources that are verifiable.

So my question is the CNMI facing the prospect, say over the
next 20 years or 25 years of more and more people becoming citi-
zens with the right to vote in the CNMI elections, setting aside the
question of congressional representation or Federal representation
for the moment? They’ll be able to vote for the speaker and the gov-
ernor and so on. And what my question is what kind of projection
do you have for being overtaken by people who are not CNMI-born
and whose parents are CNMI-born? Is there a projection?

Mr. ZACHARES. I don’t have those projections with me, sir, but—
no, sir.

Mr. ABERCROMBIE. Mr. Chairman, my point is it seems to me if
I—if this follows itself out and if you continue to have non-CNMI
immigration rates and retention rates, if you will, as it seems to
be, there will be a significant demographic change in the make-up
of the population in the CNMI, which I think might affect, rather
dramatically, some of the issues that are before the Committee.

The CHAIRMAN. I understand that. The same thing happened in
Hawaii and the same thing happened to Alaska. So I understand
that very well.

Mr. ABERCROMBIE. Thank you, Mr. Chairman.

The CHAIRMAN. The only place it hasn’t happened is in American
Samoa yet and we’re working on that.

[Laughter.]

Mr. BENAVENTE. Mr. Chairman, may I respond to—may I offer
an expla—respond?

The CHAIRMAN. You can respond shortly, because his time’s
about up, but go ahead and respond.

Mr. BENAVENTE. Thank you. Well, first of all, yes, it is a matter
of a situation that’s happened which we’re all aware of and which
we are still trying to deal with. As a matter of fact, it was first
brought up during the March hearings by Senator Mikulski. And
one of the statements we made was that, at the time, there was
the legislation that was introduced to limit the stay of guest work-
ers, which a lot of these babies are born from or of. And, presently,
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we've enacted that legislation into law and which what we feel it
would basically do is remove the idea or intention of a permanent
stay in the Commonwealth, thereby being comfortable in starting
out a family within the Commonwealth. And that’s basically one of
the reasons that that particular legislation was introduced. Thank
you.

The CHAIRMAN. The gentleman from California. Have you asked
questions already? The gentleman from Puerto Rico, Governor Ro-
mero. .

Mr. ROMERO-BARCELO. Thank you, Mr. Chairman. And I want to
thank the other members here on the panel and the members of
the government of CNMI who have come so far from the Pacific to
testify here today. And I want to thank you for the testimony. It’s
something that has been discussed and talked about a lot and a lot
of issues that we certainly don’t understand and I would like to get
a little bit more understanding about some of these things.

I heard the governor testify that there was a cap on garment
workers of 50,707. Is that correct? Is that a cap on garment work-
ers or on just guest workers?

Governor TENORIO. That is for the garment workers.

Mr. ROMERO-BARCELO. That’s for all garment workers.

Governor TENORIO. Yes, sir.

Mr. ROMERO-BARCELO. Whether they’re from CNMI or from out-
side.

Governor TENORIO. Yes, sir.

Mr. ROMERO-BARCELO. And what is the—is there a cap on guest
workers on the garment industry? Or is that also the same—would
that cap be fully taken over by guest workers?

Governor TENORIO. No, the cap that we established is only for
the garment industry which is composed of about 34 companies.

Mr. ROMERO-BARCELO. And they could all be guest workers? The
full cap could be taken up by guest workers, all of it, couldn’t it?
I mean, there’s no limitation to the number of guest

Governor TENORIO. Congressman, the cap is for the non-resident
workers. About 15,000 is the maximum that

Mr. ROMERO-BARCELO. Non-resident workers can——

Governor TENORIO. Non-resident workers, so——

Mr. ROMERO-BARCELO. Guest workers.

Governor TENORIO. Guest workers. So those will be allowed—I
mean, they can be renewed.

Mr. ROMERO-BARCELO. So, can I—is it all right for me to assume
that there is no unemployment or very, very little unemployment
in CNMI? Or what is the unemployment for U.S. citizens in CNMI?
I mean, what is the percentage of unemployment for U.S. citizens
in CNMI?

Governor TENORIO. Presently we have 1,000—approximately
1,400 unemployed U.S. eitizens.
| Mr.?ROMERO-BARCELO. What percentage is that, of the popu-
ation?

Governor TENORIO. That’s about a little over 13 percent.

Mr. ROMERO-BARCELO. How much?

Governor TENORIO. Thirteen percent.

Mr. ROMERO-BARCELO. Thirteen percent. Now, what is very dif-
ficult for me to understand why you have such a high cap and such
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a high quota of guest workers when you have such a high unem-
ployment. It’s very difficult to understand. What is the reason for
the policy behind that?

Mr. BABAUTA. If I may try to respond. It is difficult to under-
stand, especially if you were, like me, living back in Saipan and
you opened the newspapers and you read of all the numbers of po-
sitions that are available every day. We're talking about a lot of
jobs. And then you see that number. It is difficult to understand,
but it is something that we’re actually looking at, we have been
looking at. And part of the explanation is the fact that the culture,
the way we live back there in the islands and, I guess, up to now
continuous, this is something that I feel eventually will change in
the future.

But the culture, part of the culture, is that the family ties are
very close. There are a lot of individuals who have graduated from
high school and even come back from college who continue to live
with parents or friends and brothers. And if, basically, what’s out
there is that there’s a choice. There’s a choice of a lot of individuals
on the island to either go and be gas attendants. That’s available
out there. Or live with their parents. And those unemployment—
the figures that we see in those includes those individuals who
have that choice of not working.

Mr. ROMERO-BARCELO. You don’t pay Federal income taxes, do
you? You do not pay Federal income tax?

Mr. BABAUTA. No, sir-

Mr. ROMERO-BARCELO. And those companies, those garment in-
dustry companies, are they owned by outsiders or by people from
the mainland or from Asia?

Mr. BABAUTA. There are companies both that are owned from—
that are non-U.S. and there are U.S. companies.

Mr. ROMERO-BARCELO. But there not owned by the people from
CNMI?

Mr. BABAUTA. Which companies? There are companies——

Mr. ROMERO-BARCELO. The garment industry?

Mr. BABAUTA. Oh. There are companies that are owned by U.S.
citizens. .

Mr. ROMERO-BARCELO. But from CNMI or from the mainland?

Mr. ZACHARES. There are a couple of companies that do have
some part ownership into the company from people from

Mr. ROMERO-BARCELO. But the vast majority are owned by non-
residents of the CNMI?

Mr. ZACHARES. Right.-Yes, sir.

Mr. ROMERO-BARCELO. By mainlanders. U.S. citizens from the
mainland or from other countries?

Mr. ZACHARES. Yes, sir.

Mr. ROMERO-BARCELO. And they have tax exemptions? And they
have U.S. Federal tax exemption? They don’t pay Federal income
taxes?

Mr. ZACHARES. If I may defer to Mr. Sablan to——

Mr. MICHAEL SABLAN: Mr. Congressman.

Mr. ROMERO-BARCELO. Yes.

Mr. MICHAEL SABLAN. The garment industry in the CNMI paid
$14 million in income taxes last year.

Mr. ROMERO-BARCELO. $14 million.
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Mr. MICHAEL SABLAN: $14 million.

Mr. ROMERO-BARCELO. To the Federal Government? To the U.S.
government or to the CNMI government?

Mr. MICHAEL SABLAN: To the CNMI government.

Mr. ROMERO-BARCELO. Yes. So they don’t pay any Federal in-
come tax.

Mr. MICHAEL SABLAN: No, they don’t, sir.

Mr. ROMERO-BARCELO. Okay. That’s what I'm—now what is the
purpose of creating jobs for aliens and for companies that are going
to take it out and invest it somewhere else later on? I just—it’s
very difficult for me to understand why you are interested in cre-
ating jobs to be taken over by aliens and then they don’t pay—they
pay very little taxes and then they don’t pay any Federal income
taxes and they take the money out when they close the shops and
what does it mean for CNMI, in the long run?

Mr. MICHAEL SABLAN. Governor, if I may

Governor TENORIO. Mr. Chairman, we have only two industries
in the CNMI. We have the tourism and the garment industry. And
the garment industry employs also local U.S. citizens and they also
pay taxes to our government. If the garment industry closes at this
time, we will probably, immediately, we will be losing approxi-
mately about $67 million of local resources.

Mr. ROMERO-BARCELO. I mean, the aliens, the workers, the guest
workers, they earn so little they don’t pay any local income tax.

Mr. MICHAEL SABLAN. Mr. Congressman, the apparel industry
contributed nearly 40 percent to the total revenues in the CNMI
economy. There is only one other industry, the tourism industry,
which contributes approximately 60 percent. The apparel industry
last year contributed $85.7 million toward the $210 million col-
lected by the government.

Mr. ROMERO-BARCELO. What kind of taxes?

Mr. MIcHAEL SABLAN. We have user-fee taxes based on the ex-
ports, income taxes, non-resident worker fees paid for each non-
resident worker who comes in.

Mr. ROMERO-BARCELO. Non-resident workers pay income taxes
on those salaries?

Mr. MICHAEL SABLAN. Employers pay a non-resident worker fee
for every non-resident guest worker who comes in. Congressman,
workers pay income taxes.

The CHAIRMAN. The gentleman’s——

Mr. MICHAEL SABLAN: Payroll salary taxes.

Mr. ROMERO-BARCELO. And what are there wages?

Mr. MICHAEL SABLAN: I’'m sorry?

Mr. ROMERO-BARCELO. Are there wages under the Federal min-
imum wages?

Mr. MICHAEL SABLAN. We have our own minimum wage of $3.05
an hour. .

Mr. ROMERO-BARCELO. And a person who works 40 hours for $3.,
they pay income taxes?

Mr. MICHAEL SABLAN. Yes. Yes, they do, sir. Wage and salary
taxes. .

(li\/Ir'l‘BOMERO-BARCELO' Oh, my. They pay income taxes? The indi-
vidual’

Mr. MiCHAEL SABLAN. To the CNMI government, they do.
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Mr. ROMERO-BARCELO. Oh, my goodness. Okay.

The CHAIRMAN. The gentleman’s time is up.

Mr. ROMERO-BARCELO. All right. Thank you.

Mr. MICHAEL SABLAN. And, in addition to that, Mr. Congress-
man, they remitted last year nearly $60 million of earnings to their
home countries.

The CHAIRMAN. I have to remind the gentleman from Puerto Rico
that there’s some similarity between the CNMI and Puerto Rico. I
mean, there’s—the taxes and——

Mr. ROMERO-BARCELO. I see the same pattern of exploitation.

The CHAIRMAN. Yes. And if I can, I will also support them to be
a State and then we’ll solve this whole problem, as I do you and
then we’ll get Guam and what else in here. I need some more con-
gressmen anyway.

[Laughter.]

The CHAIRMAN. But I think what—again I go back and the rea-
son I want these hearings to be conducted is I, even before the
chairman—Mr. Miller was chairman, was involved in the creation
and the Covenant. And I hope we go back to the history of that.
And the mistakes made in the past were made. There’s no doubt
about that. And I'm hoping that we hear today that we’re trying
to improve those situations so that those mistakes will not be re-
peated. And if they're still existing, we must eliminate them. And
I think that’s what we have to really address.

There was no economy when I first went there. None. The gen-
tleman talked about unemployment. We have a large unemploy-
ment in the State of Alaska if you look at the numbers, but there’s
a large number of my people in the State of Alaska, they’re on the
list, but, in reality, the culture doesn’t allow them to be employed.
And people have to remember that. If you’re in Eek, Alaska, there’s
little jobs available other than what we call subsistence, and yet
they are considered unemployed. There are jobs available, but
they’re not about to leave Eek, Alaska, and go to Anchorage or
Fairbanks and transplant themselves and live a total different cul-
tural life. That’s just not going to happen. And yet they're on that
list. I hope people keep that in mind.

I understand what the gentleman is saying. There is 13 percent;
why aren’t they working in those garment factories?

Mr. MICHAEL SABLAN. Mr. Chairman, if I may?

The CHAIRMAN. Yes. Yes.

Mr. MICHAEL SABLAN. The unemployment rate in the CNMI is
5.5 percent. The 13 percent refers to the residents. The unemploy-
ment situation in the Commonwealth is a symptom of an ailing
economy that is suffering tremendously from the Asian crisis. Our
neighbor to the south, Guam, has an unemployment rate of a simi-
lar magnitude. The numbers can be misleading. We have a small
population.

The CHAIRMAN. Let me clarify one thing. Where’s the 13 percent
come from?

Mr. MICHAEL SABLAN. The 13 percent represents one subgroup of
the unemployed population in the CNMI.

The CHAIRMAN. One what?

Mr. MICHAEL SABLAN. The U.S. citizen resident workers.

The CHAIRMAN. Where’s the 5 percent come from?
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Mr. MICHAEL SABLAN. The overall unemployment, which includes
subgroups representing the Micronesian population, non-resident
population.

The CHAIRMAN. So, in reality, the total unemployed population is
5 percent, then.

Mr. MICHAEL SABLAN. 5.5 percent.

The CHAIRMAN. Okay:-

Mr. ROMERO-BARCELO. Mr. Chairman.

The CHAIRMAN. Yes. -

Mr. ROMERO-BARCELO. I just wondered if I could say something.

The CHAIRMAN. Go ahead.

Mr. ROMERO-BARCELO. You know, one of the things to consider,

lease on this, when you go back. If you offer a job for $5.65 or for
52.60, you might not get comers at $2.60. But at $5.65, you would.
So you have a higher, a minimum wage enforced in CNMI, then
those people who you say are not willing to work might be willing
to work for double the wage than they are now. I would just keep
that in mind. We found that out in Puerto Rico.

The CHAIRMAN. Senator.

Mr. MANGLONA. Mr. Chairman, I know these are complex issues.
And let me just point out at this point that the House did pass leg-
islation several months ago and the Senate I believe earlier this
month passed that legislation, with amendments, and the bill now
is before the House. But this is the Fair Compensation Act. And,
basically, what this does is it requires garment factories and other
companies hiring non-resident workers to pay the local resident the
equivalent of the minimum wage plus other benefits such as hous-
ing to the non-resident workers. We hope that this will drive up
the wages for the local residents. So we are concerned about these
issues. We're tackling that.

And, also, earlier this year I believe, we mentioned we passed the
wage review board and the wage review board should be coming
out shortly with recommendations on the minimum wages for var-
ious industries. So we are very concerned about this and that’s why
that’s one of the very first pieces of legislation that the governor
passed into law, the creation of the wage review board. Thank you.

The CHAIRMAN. You have a wage review board similar to Amer-
ican Samoa now? It’s not similar? But that would have to be
done

Mr. FALEOMAVAEGA. Would the chairman yield? Would the chair-
man yield?

The CHAIRMAN. I'll yield to you—okay. You're recognized anyway.
Have you asked questions already? You're on your own time. Go
ahead.

[Laughter.]

Mr. FALEOMAVAEGA. All right. Thank you, Mr. Chairman. Mr.
Chairman, I submit that you and the gentleman from California,
Mr. Miller, not only as the most senior members of this Committee,
but certainly have the years enough to know exactly the process
and how the insular areas have come about. And the classic exam-
ple of all is our friend and the gentleman now sitting before testi-
fying as leaders representing the Northern Mariana Islands.

As you know, Mr. Chairman, we do have a very unique relation-
ship with the Northern Mariana Islands. Unique in the fact that
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it’s based on a Covenant relationship that was drawn between our
leaders and the leaders of the Northern Marianas. But probably no
example that I've ever known in my life, Mr. Chairman, in the six
years that I've served as a staff counsel in this Committee at that
period, were a nation of 200-and-some-60 million people were there
negotiating on an equal basis with these people who were only
15,000, because of our desire in wanting to get rid of some 400
years of colonialism that these people were subjected to. And doing
it after World War II, we had the strategic trust responsibility that
we've had and these people have vied and wanted very much to
join and become partnership with our country, unlike the other
areas that have now become independent.

And, because of this Covenant relationship, Mr. Chairman, and
as the members of the Committee may realize, the process has
granted also to these people U.S. citizenship. The process has also
given them the right to make their own laws as in reference to cus-
toms and immigration. The process has also allowed them to create
their own minimum wage. That’s the reason why I say it’s a very
unique relationship. It’s not a State like the rest of the other insu-
lar areas. The process also allows this country or you might say
this entity to elect their own government officials, which has only
taken place less than 25 years.

And I wanted to put that perspective as I will continue my com-
ments, Mr. Chairman, because I think it’s important for the mem-
bers to get that overall perspective. And as also part of the process,
is that these people have also given up all their lands.

As you know, Mr. Chairman, at the time of the negotiations with
you and Mr. Miller and Mr. Burton, you know that the Department
of Defense was probably the key agency that really had a lot to say
about what would happen to the future of Micronesia. And let’s
face the bottom line facts, not only from my brother here from
Guam, NMI, and other Micronesian entities, our only presence and
interest in there was the strategic. It is for our national security.
And this is the reason why they’'ve agreed to allow our military, at
any given time when our national security is at risk. That’s the
sacrifice that they are making for us. And I think we need to un-
derstand that perspective, Mr. Chairman.

I know that things started happening when a gentleman by the
name of Willie Tan sometime 8 or 10 years ago was fined by the
U.S. Department of Labor some $9 million because of sweatshops,
because of the problems that they had with the textile environment
industry. And I think this is where the problem started eroding in
terms of the relationship. And one of their former governors even
testified to this Committee they didn’t need CIP assistance. And,
as you well know, this is what prompted the other insular areas
and, unfortunately, we’ve had to do this, historically.

I can say that my brothers and sisters here, NMI has a Covenant
relationship. We don’t have a Covenant relationship with America.
My friend from Puerto Rico has a Commonwealth relationship with
the U.S. We don’t. My good brother here from Guam has an organic
relationship with the U.S. We don’t have an organic relationship
with the U.S.

So when you put it in the pot, Mr. Chairman, we’re in a mess.
And it makes it very, very difficult to put it in proper perspective.
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And I can deeply appreciate where my friend from California is
coming from. You're U.S. citizens and we're giving assistance and,
by golly, we’ve got to make sure that basic, fundamental, Federal
laws for the treatment of U.S. citizens ought to be the same
throughout. And, yet, at the same time, we’ve got these problems
hanging on us. And it’s a very difficult situation. And I'm not say-
ing that what they’re doing is correct in every instance. I can tell
you a lot of governors in this country that have got a lot of prob-
lems, probably even worse than some of the problems that we’ve
had in the insular areas.

But, with that in mind, Mr. Chairman, I just wanted to share
that. And, by the way, too, my good friends in the NMI are the only
ones that are given the SSI. The rest of us are not given SSI,
thanks to Philip Burton, bless his heart. It was the kindness of his
heart that that happened. And I could also say it was a matter of
history and fact that the reason why a lot of our Micronesian
friends currently receive a lot of these social, educational programs
is because of you and Mr. Miller and Mr. Burton.

So it’s given that sense that 4.7 million Americans that live in
Puerto Rico and the Pacific and the Virgin Islands. The Hess Oil
is in the Virgin Islands and the pharmaceuticals are in Puerto
Rico. Tourism is in Guam. We have the largest tuna canning facil-
ity in the world right now and we’re having problems. So I want
to share that with the members of the Committee and the perspec-
tive that we can appreciate the problems that we’re faced with.
And it’s not easy.

And for some reason the concern that Phil Burton had about
having a delegate included in the Covenant, his fear was that the
Covenant would not have been approved if a delegate bill was in-
cluded. And the feeling was at the time maybe at some point in
time the Congress will seriously consider allowing the CNMI to
have a delegate seat in the Congress. So I just wanted to share
that perspective, Mr. Chairman.

Mr. FALEOMAVAEGA.And I know the concerns. As I've said, 10
years ago I'm sure these sweatshops existed. We wouldn’t have
fined Willie Tan $9 million and, by the way, he paid it immediately
because he had the money to do so. But in our visit, Mr. Chairman,
the members that visited NMI last year, this member can say dis-
tinctly I was very impressed with the improvements that have been
made.

My good friend here from Guam, we ended up in the midnight,
we had to meet with about 600 foreign nationals on the problems
they were faced with because of the contractual relationship that
some of these foreigners had with the I call them coyotes, but
maybe there’s another name for them. And these poor people are
brought to CNMI only to discover the employers couldn’t provide
them jobs and they ended up becoming wards of the state. And I
want to commend the governor and the speaker and the president
of the Senate and the government for taking instant, immediate
remediary action by now taking the position to give assistance to
these foreign nationals to send them back home because of the
problems that they’ve had with not only the employers, but the
people who were brokers in the process.
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So, if I may, Mr. Chairman, I do have one question to our
friends. I suggested to the former governor of CNMI about eight
years ago, under the minimum wage system, as American Samoa
currently has, every two years the Department of Labor organizes
a minimum wage committee composed of national labor leaders,
the chamber of commerce, and local leaders and we get together
and find out what would be in the best interests of the economy
as a whole, whether or not the NMI territory can hold the min-
imum wage with the intent at some later point in time that we will
conform to the national minimum wage system. But, unfortunately,
this has never taken place. And I, for one, Mr. Chairman, would
like to offer that recommendation to this day that maybe that
would be another way to resolve the minimum wage problem that
we have in the NMI.

My question, Mr. Chairman, to my friends, what percentage of
NMI budget comes from Federal grants? And how much does it get
from Federal grants and loans?

Mr. MICHAEL SABLAN. I'm sorry, Mr. Congressman. The CNMI
government since 1993——

Mr. FALEOMAVAEGA. No, no, no. Just right now.

Mr. MICHAEL SABLAN. We receive zero Federal funding for gov-
ernment operations.

Mr. FALEOMAVAEGA. No, no, no. Federal grants, like SSI, Food
Stamp, whatever other. CIPs.

Mr. MICHAEL SABLAN. According to the Department of Com-
merce, the U.S. Department of Commerce, we received a little over
$30 million in Federal grants last year.

Mr. FALEOMAVAEGA. No, I don’t want the Federal Department of
Commerce. I want your department to tell us how much do you get
in all. Educational grants

Mr. MICHAEL SABLAN. About $32 million, $33 million.

Mr. FALEOMAVAEGA. Okay. How much does your budget come
from local revenues? And what is the amount of local revenues you
get each year?

Mr. MICHAEL SABLAN. This year, we're projecting local revenues
of $210 million.

Mr. FALEOMAVAEGA. And so that makes your total budget for ap-
proximately how much?

Mr. MICHAEL SABLAN. Including the Federal grant money, gen-
eral fund money, or Federal grant money, about $245 million.

Mr. FALEOMAVAEGA. I see. Mr. Chairman, I know my time is up.
I will wait for another round.

The CHAIRMAN. Thank you.

Mr. FALEOMAVAEGA. Thank you, Mr. Chairman.

The CHAIRMAN. The gentleman from Guam, have you asked
questions yet?

Mr. UNDERWOOD. Yes.

The CHAIRMAN. Okay. So I can start the second round? I am
going to let me Schaffer go forth, if necessary. I think that would
be appropriate. For five minutes. I think the people at the table
may be getting uncomfortable about now and so I'd like to wrap
this up, you know, within a period of time where we can go on to
the next panel.
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Mr. SCHAFFER. Thank you, Mr. Chairman. I’d like to ask the gov-
ernor, what would be the impact of increasing the minimum wage
in CNMI and ask also whether that has been considered recently?

Governor TENORIO. First, Mr. Chairman, yes, recently I learned
that approximately about over 100 guest workers, non-resident
workers, returned to their country because of our economic impact
in the CNMI. I understand the importance of the minimum wage,
but whenever there is a minimum wage, also there’s a multiplying
factor because, in some cases, some of the so-called mom-and-pop
stores were closed down because they cannot afford to pay the min-
imum wage. In some cases, they have to reduce the number of em-
ployees in order for them to meet the minimum wage.

In the case of the non-resident worker, although they are receiv-
ing only $3.05 per hour, they are also getting other benefits such
as health, food, places to stay, free transportation. So we feel that
the CNMI as we have established our own permission to come up
with a recommendation as to what minimum wage will be best for
the CNMI. I hope that—after the submission of this report, we will
be very happy, of course, to provide to the Committee.

The CHAIRMAN. Will the gentleman yield for a moment?

Mr. SCHAFFER. Yes, sir.

The CHAIRMAN. And the gentleman from American Samoa, listen
to this question. The minimum wage that’s developed in these
areas has to be considered with the local wages paid and the pay-
ing scale, is that correct?

Mr. FALEOMAVAEGA. It’s been considered on the overall economy
of the territory.

The CHAIRMAN. But what I'm just searching here for is just to
say we're going to meet the Federal minimum wage, which will
be—and I'm going to vote for it—to raise it to $6.75, if that was
to be implemented in Saipan, for instance, that would be an ex-
traordinary amount over the basic wage, would it not be? What is
the basic wage now for somebody outside? Because you just said,
governor, mom-and-pop stores and stuff would close. They’d have
to shut down, not employ as many people. What is the minimum
Waglel?now for somebody to be employed? Is there a minimum wage
at all?

Governor TENORIO. Well, the—yes, sir. The minimum wage is
$3.05 right now, even at the mom-and-pop stores. But what I'm
trying to say is that because our economy is so bad that many of
the small stores, the small apartment will be closed down.

The CHAIRMAN. If we were to adopt the Federal minimum wage,
they couldn’t function.

Governor TENORIO. If they adopt the minimum wage, then, auto-
matically, it will tremendously impact our resources in the CNMI.

The CHAIRMAN. And, again, if 'm remembering right, when we
passed the Covenant, one was to allow you to set the minimum
wage if that fit the territory instead of on the Federal level.

The CHAIRMAN. That is correct, sir. That’s why, if the minimum
wage were implemented right away, there would be more unem-
ployment on the CNMI.

The CHAIRMAN. Thank you. Go ahead, sir. I'm sorry.

Mr. SCHAFFER. Well, thank you, Mr. Chairman. I appreciate your
clarifying that. I'd also point out that in June of this year, the Fed-
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eral Wage Review Board for American Samoa considered those
exact factors and recommended no increase in the minimum wage
for three industries there and 3 cents an hour for an increase in
the tuna canneries and to increase minimum wage for the garment
industry from $2.50 to $2.60 per hour. So, while the minimum
wage is still lower than it is even in CNMI, with the Federal Gov-
ernment’s recommendation to keep it at that level, there are still
other factors that go into consideration, calculation of the minimum
wage in territories and insular

Mr. FALEOMAVAEGA. Will the gentleman yield?

Mr. SCHAFFER. Yes.

Mr. FALEOMAVAEGA. I appreciate the gentleman mentioning
American Samoa’s situation, but, here again, it’s a very difficult
situation because I have a love/hate relationship with the largest
tuna canning facility in the territory. I mean this graciously in the
fact that a fish cleaner in Puerto Rico gets paid about $6 to $7 an
hour and the same fish cleaner that produces the same quality
canned tuna in American Samoa gets paid only $3.20 an hour. And
my question is why the discrepancy? And the problem has been—
and, of course, one of the reasons a lot of the incentives that are
given to these major corporations going to the insular areas simply
because of lower labor costs. And whether we like it or not, that’s
the bottom line.

And the fear is that if we keep putting pressure on our major in-
dustry to up the ante as far as minimum wage is concerned, then
they turn around and say, well, we’re going to leave you. And then
I'm stuck with 4,000 employees wanting to know what they’re
going to do after that.

The CHAIRMAN. That’s a big chunk of voters too, isn’t it?

[Laughter.]

Mr. FALEOMAVAEGA. I wasn’t referring to that aspect of it, Mr.
Chairman. But, you know

Mr. SCHAFFER. Mr. Chairman, can I ask more question, is all I
ask.

Mr. FALEOMAVAEGA. Again, if the gentleman would yield, I just
wanted to mention as a clarification on this. They export over $450
million worth of canned tuna to the U.S. every year. Starkist com-
pany alone grosses over $1 billion a year in tuna worldwide. And,
as a subsidiary of Heinz Food Company, which is now valued at
about a $15 billion conglomerate, this is where the problem I have
currently with my friends.

Mr. ABERCROMBIE. It would all collapse if they had to pay some-
body more than $3 an hour.

Mr. SCHAFFER. One last question. We have focused in this panel
on the garment industry, some of the regulatory issues on CNMI.
Some of the reports that I read, a month ago, that are critical of
CNMI also mentioned the sex trade. And I would like someone
here to comment on the prevalence of prostitution, the response
that you all have taken as government officials, and whether—and
T’d just like to hear your description as to the significance of the
problem, the severity of it, and your response to it.

Governor TENORIO. Yes, sir. I would like to have Mark Zachares
to respond to that. But I just want to make a statement that pros-
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titution is illegal in the CNMI, by virtue of the—in the Constitu-
tion.

Mr. ZACHARES. Thank you, Governor. Exactly that. Prostitution
is illegal in the CNMI. In fact, there has been added legislation
that was passed, anti-loitering provisions dealing with, you know,
street-corner type of activities. What we have done in the last year
and a half and, more specifically, in the last year, we got together
with the AG White Collar Crime Division, our Immigration DPS of-
ficers. We set up surveillance. Pretty much, we suffer the same
type of problems, pretty much, any major, I think, and anyone sit-
ting here has the problems of prostitution in their districts. But we
attacked it in the way of using our Immigration, using DPS, using
the new loitering law, and aggressively going in and trying to pros-
ecute those involved in it.

We have seen a drastic decrease in the tourist area. We call it
the ginza district in Garapan, of that type of activity. The aggres-
sive pimps with the prostitutes on the corner. So we took a task
force type of approach, attacking it from—because there may have
been immigration aspects involved in it that we could take care of
and, additionally, the local police force in the AG’s office.

Mr. SCHAFFER. Have Federal officials been helpful in assisting in
this particular——

Mr. ZACHARES. Right. I'd like to address that too. The FBI and
the CNMI task force got together and prosecuted several cases
under the Mann Act and successfully prosecuted. And that’s part
of some of the success stories, that’s one of them, of the Federal
and local cooperation. Because without the local cooperation, our
agents involved in with the FBI—they're cross-designated over—
they were successful in doing prosecution regarding the importa-
tﬁ)n of prostitutes coming in and federally charging and convicting
them.

Mr. SCHAFFER. Thank you, Mr. Chairman.

The CHAIRMAN. Mr. Miller.

Mr. MILLER. Thank you, Mr. Chairman. If there’s one conclusion
to be drawn from this hearing today, I think it’s very clear that we
ought to just continue to have hearings, because everything gets so
much better right before the hearings take place. So this is a
worthwhile endeavor.

You know, we talked here about the intent of the Covenant and
why things were put into the Covenant and not put in. And Mr.
Faleomavaega talked about a number of those. And I think he gave
a pretty accurate history. And one of the parts of that history was
we decided not to make the immigration laws apply because there
was a great deal of concern within the CNMI that they would be
overwhelmed by non-citizens and that they would lose their indige-
nous culture and they would not be able to maintain that if people
8,000 miles away were making decisions about immigration.

So we come to the situation today where we have a situation
where now the indigenous population is dramatically outnumbered
by the non-citizen population. We see a situation where the island
can no longer hold onto its population. They continue to flee that
because they haven’t been able to build an economy. We see a situ-
ation where, essentially, as pointed by Mr. Abercrombie and Ro-
mero-Barcelo, you have a taxation policy on the poorest workers on
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the island that where 90 percent of the private-sector jobs are now
held by non-citizens, Asian-born individuals, and 90 percent of the
public-sector jobs, the highest paying jobs, are held by citizens. So
you have a transfer here of taxing the poorest people to support the
wealthier individuals in that. We see a situation here where we've
gone, in this decade, from about $200 million in garment exports
to over $1 billion in garment exports and, at the same time, the
amount of Food Stamps utilized in the island by the U.S. citizens
has doubled.

So we have all of the bad outcomes that they were worried about
before we signed the Covenant and I think that’s why it’s impor-
tant that we review the Covenant, because, in fact, what we see is
the hole in the immigration laws that surround this nation are
what enabled the rest of this to happen.

I find it rather interesting. Maybe Mr. Doolittle and Mr. Schaffer
and others will join us in an amendment and we’ll have a line-item
for OSHA. This is an island of some 80,000 resident. I've got three
cities in my district that are larger than that. And if you put a full-
time OSHA inspector in each of those cities, I guess you’d probably
get the same how you got on Saipan when the editorial comment
was they wanted this Committee to subpoena people on why the
increased, stepped-up OSHA investigations and they wanted to
know who in the White House sicced OSHA on the island or why
were they having to undergo all of these additional inspections. Of
course they found out that the governor, of course, had requested
those inspections.

We find out that there’s 450 OSHA inspections for 50,000 people
and there’s 35,000 inspections nationwide for 70 million people who
are in work places in this country, nearly 20 times the number of
inspections. But, somehow, that’s apparently now not enough. It
used to be too much and they wouldn’t cooperate and they sent the
OSHA people packing. But now it’s not enough.

We see that, you know, we have 1,200 inspectors. These ques-
tions about why isn’t OSHA more active, why aren’t they in perma-
nent residence, why aren’t they full-time is rather interesting from
people who came to Congress pledging themselves to abolish
OSHA. It’s like the guy, you know, who killed his parents and
threw himself on the mercy of the court because he was an orphan.
You know, I don’t get it and it just doesn’t ring true.

The suggestion is if the Federal Government was just out there
full-time, that these problems wouldn’t exist. Well, this is just some
of this is just old-fashioned law enforcement. Apparently you
cleaned up the prostitution problems when it was called to your at-
tention. That’s just old-fashioned law enforcement.

You know, if people are violating—companies are settling for
back wages, companies are settling for all kinds of activities, you
know, nothing prevents, you know, the State of California, the dis-
trict attorneys go in and they prosecute people for these violations
all the time, when you abuse your workers. So it’s rather inter-
esting, one, that everything has gotten so well here as we host this
hearing. And the second thing is what we see from the conservative
side of the aisle is that we just need more Federal involvement.

You know, if we're going to start having one OSHA inspector for
every 50,000 people or for every not even that many workers, then



53

I think that’s a different level of government participation in the
work place. In fact, most of the legislation has been about backing
out of OSHA,; about relying on employers and local individuals to
inspect that. In the State of California, we control the inspection
and that’s why we passed the sweatshop laws in that particular in-
terest.

Mr. FALEOMAVAEGA. Will the gentleman yield?

Mr. MILLER. Yes, I will yield.

Mr. FALEOMAVAEGA. I want to say that it is irony, as the gen-
tleman has stated earlier, that the feel was on the immigration as-
pects that there will be more Americans coming over to Saipan and
taking over then the Saipanese becoming the minority. But it was
not the expectation that there would be more foreign nationals.
And that’s what has now given to the situation that we’re faced
with.

But I think that was the concern, as I recall, and the intent.
That perhaps there will be more Americans coming over to Saipan,
the vast majority of U.S. citizens, but not realizing that now it’s
just the opposite, more foreign nationals being there.

Mr. MILLER. I thank the gentleman. Zachares, is it? Mr.
Zachares. I'm sorry. Zachares, excuse me. Zachares. You mentioned
that no longer do tourists are able to convert their stay. How many
have been prosecuted for doing that, to become workers?

Mr. ZACHARES. We have prose—I don’t have the actual numbers
right now for you, but I can make those available to you.

Mr. MILLER. Do you have it off the top of your head? I mean a
thumbnail guess here?

Mr. ZACHARES. I can say the prosecution of our immigration laws
in the last year and a half have increased tenfold, compared to in
the previous administration from illegal employment of aliens

Mr. MILLER. How many people have been prosecuted for con-
verting their reason for entrance to another reason?

Mr. ZACHARES. I don’t have that off the top of my head, sir.

Mr. MiLLER. Will you supply that for the Committee?

Mr. ZACHARES. Yes, sir. I will.

[The information follows:]

Mr. MILLER. How do you determine those today?

Mr. ZACHARES. Determine?

Mr. MILLER. How do you know that?

Mr. ZACHARES. If they came in as a tourist and then——

Mr. MILLER. If a person comes in for a tourist for 10 days, do
they check out after 10 days? Do they go back to

Mr. ZACHARES. Yes, we do have—we have a semi-automated sys-
tem in place right now, but what would happen, how you would
find out is by the tourist stamp that would be in their passport
upon presentation of their passport. If they were working, they
would not have a valid permit. But if they did have a permit, they
would show a tourist stamp within their passport and the question
would arise, how do you get a tourist stamp when you have a work-
ing permit?

Mr. MILLER. And what’s the fine—I assume it’s a fine—for the
employer who hires

Mr. ZACHARES. O, it’s a felony for an employer.
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Mr;) MILLER. It’s a felony. What’s the fine or what’s the punish-
ment?

Mr. ZACHARES. I believe it’s a $5,000 fine and over a year.

Mr. MILLER. And how many employers have been prosecuted?

Mr. ZACHARES. Excuse me, it’s five years, sir.

Mr. MIiLLER. How many employers have been prosecuted?

Mr. ZACHARES. In the last year? If I can go to my notes, briefly.

Mr. MILLER. Yes.

Mr. ZACHARES. In the last year and a half, sir, we've filed over
30 criminal cases against 55 separate defendants. And that’s in-
cluding garment factories, construction companies. We've also
seized over 500,000

Mr. MILLER. What’s the breakdown? Do you have it there by in-
dustry? Construction versus hotel or

Mr. ZACHARES. We do have a breakdown——

Mr. MILLER. I mean, I don’t know. How do you break it down?
By construction, hotel, or

Mr. ZACHARES. Construction, whether it would be a garment;
whether it would be a hotel.

Mr. MILLER. And how does that break down?

Mr. ZACHARES. I do not have that breakdown in front of me, sir.
I will provide it to the Committee.

Mr. MILLER. Will you submit that for the Committee, please?

Mr. ZACHARES. Yes, sir.

[The information follows:]

Mr. MILLER. Thank you. I'll wait for the next round.

Mr. DooOLITTLE. [presiding] You know, I don’t have any con-
fidence in OSHA. And this hearing just is another reason why one
shouldn’t have any confidence in them when so much is made by
our Federal Government of the terrible problems in the CNMI and
then it turns out they don’t even care enough to be on-site to en-
force these laws. It’s just absurd. It’s just totally hypocritical and,
as we're finding out in another investigation, thoroughly political,
for partisan political ends. That’s what this is about.

I have only been to Saipan once in my life and to the Marianas.
That was earlier this year. Like my colleague from American
Samoa, I was very impressed by what I saw. I certainly didn’t see
anything resembling a sweatshop. I did see some pretty bad condi-
tions for the people who came over here on false pretenses because
of the unethical business practices of some of these recruiters. And,
during that trip, the government of CNMI responded and, without
any legal obligation to do so, nevertheless provided monies to repa-
triate the people to where they came from. And I commend you for
that, governor, you and your government.

I would love to see the CNMI succeed and I think even in your
own business plan, the garment industry is only kind of a transi-
tional type of industry, isn’t it? What is the future, if I may address
that to one of you gentlemen? What is the future for the CNMI?
I mean, is this going to be a place where the garment factories
thrive for decades? Or is that set to end and something else set to
happen?

Yes, sir, Senator, if you wish—or, Governor, who would you like
to answer? Mr. Sablan?

Governor TENORIO. Yes.
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Mr. MICHAEL SABLAN. Mr. Congressman, we have done a gross
island product projection for the next five years. We see the gar-
ment industry leaving the CNMI when world trade agreements
come into play in the year 2004. We are seriously concerned about
the impact that would have upon our economy and our ability to
continue to run our government on a self-sufficiency basis. We have
been self-sufficient, as you know, for operations since 1993. The ad-
ministration and the legislature has been working very hard this
past few months, past year and a half as far as I know, to develop
new alternative industries in the CNMI.

As the president, I believe, mentioned earlier, there is a bill now
before the Senate to establish free trade zones. That is perhaps our
best hope to recover when the garment industry does leave. With-
out that, we anticipate government revenues in 2004 dropping to
the 1994 level. And we’re doing everything we can to avoid a dras-
tic drop in revenues of that magnitude.

Mr. DOOLITTLE. So, then, you clearly are heading for something
else. All this fuss about the garment industry, I mean, we’re almost
to 2004 is four and one-half years away.

Mr. MICHAEL SABLAN. It’s right around the corner, sir. There are
factories, in fact, I understand, who have closed. And we are told
by the garment association that orders, buyers, are dropping, are
reducing their orders. And we’re very concerned about that.

Mr. DOOLITTLE. Is it your—I'm just looking at this. I guess we're
going to hear about these from the government in the next panel,
these graphs. But, I mean, I was listening to Mr. Miller, but it
looks to me like, although, obviously, the alien population’s gone
up, your own population is increasing as well, or has been over the
years, as I interpret these graphs. Is that, in fact, the case.

Mr. MICHAEL SABLAN. Yes, it is. Mr. Congressman, if I may, the
last census that was done in the Commonwealth was in 1995. 1
wouldn’t give too much—I wouldn’t rely too much on numbers since
1995. There is a 2000 census being planned. I understand the re-
sults of that census will be in the year 2001.

Mr. DooLITTLE. Well, what do you anticipate will be happening
with the alien as the—I mean, are the guest worker aliens, do you
expect that to steadily decline as well, along with the garment in-
dustry? Or how does that fit into the economic picture for the fu-
ture?

Mr. MICHAEL SABLAN. According to statistics, and correct me if
I'm wrong, the number of guest worker permits this year has de-
creased approximately 26 percent from last year.

Mr. DOOLITTLE. And part of that is the Asian flu still, though,
right?

Mr. MICHAEL SABLAN. Excuse me, sir?

Mr. DOOLITTLE. I mean, a part of the decline is due to the poor
state of the economy in Asia.

Mr. MICHAEL SABLAN. Oh, of course, sir.

Mr. DOOLITTLE. Yes.

Mr. MICHAEL SABLAN. We have businesses closing. It’s not a
CNMI problem,; it’s a regional problem.

Mr. DooLITTLE. Right. But my point is let’s suppose the economy
is healthy, after 2004, in Asia. What do you anticipate is going to
be happening with the numbers of guest workers in the CNMI? Is
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that still going to be increasing like this graph shows? Or do you
anticipate that’s going to level off and/or decline?

Mr. MiCHAEL SABLAN. If and when the economy recovers, Mr.
Congressman, I don’t think anyone here could see our economy de-
veloping without the ability to hire guest workers, because of the
limited population we have. The free trade zone, for example, we
are doing everything we can to attract capital-intensive non-labor-
intensive industries, but the reality in our region, especially, is that
would be a very difficult, very competitive venture. But we’ll do ev-
erything we can. I, personally, I don’t see development in the
CNMI without the ability to hire guest workers to supplement our
limited population.

Mr. DooLITTLE. Well, and that reality, I presume, is why, in the
compact, you were given control over immigration, to deal with this
very situation. Yes, Mr. Babauta.

Mr. BABAUTA. Thank you very much. I was wanting to poind that
out earlier, that, while it is true that part of the reasons why we
were granted the authority to maintain immigration and minimum
wage was to protect us from the influx of migration and then, in
turn, becoming U.S. citizens and overwhelm the people. But the
other reason was because we needed it to start our economy until
such time that the military comes in and builds a military-type
economy base where, then, we have opportunities. And I wanted to
point out that, up until now, we still are not there. We’re not at
that point where the commitments were made, basically, and we
continue to need to control immigration and minimum wage to con-
tinue with our development.

What we've done, though, so far on the concerns that you've
raised as far as looking in the future and seeing the reduction of
non-resident workers is, you know, other than the legislations that
we have enacted, such as the moratorium laws and the caps, there
is also efforts by the administration—and this is as the result of
a push by the community, by the local people—to reduce the waste
in government, to reduce the size of government. And Governor
Tenorio has done a tremendous job in reducing the expense, the
waste in government. And what that actually does, there are so
many people that have contracts that have not been renewed, for
example, in government or positions that were not filled that could
have been filled by individuals. And those individuals will eventu-
ally be forced to go out and work in the private sector.

As time goes on and families have harder times, this idea that
I explained earlier about our culture, forces the families to send
their children out to find those and fill those positions and, eventu-
ally, we will eliminate the need for non-resident workers. As an ex-
ample, personally, I have a 22-year-old son who lived with me after
he graduated from high school. And he was going from one job to
another because he had that choice. But now that he wants to start
his own family, he’s out there working eight hours a day and not
in a very high position in the private sector as a stevedore at the
docks. But he is one of those individuals that has gone out because
I had to force him out because I have three other children that I
needed to support. And he’s out there now supporting his own and
taking over jobs that, in the past, non-resident workers were need-
ed to take. Thank you.
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Mr. DooLITTLE. Well, my time is actually up. I'd like just to clar-
ify one thing. Governor, you wish to have the assistance of OSHA
in your Commonwealth, is that correct?

Governor TENORIO. We feel that the presence of OSHA in CNMI
should work closely with our labor and immigration so that we
could come up with whatever recommendations that they have in
order for us to maintain the employees. Because, in the past, we
have been getting workers’ complaints from different companies
and the OSHA always visit in a different time and also impose
some fine to the companies. And, of course, we would like to see
the OSHA more involved in administering the Federal law.

Mr. DooLITTLE. All right. Well, you’re one of the few govern-
ments I know that really wants more OSHA presence. But since
you want it, here’s an invitation for OSHA. Now why aren’t they
taking up that invitation?

Governor TENORIO. No, sir. What I'm trying to say is that we are
being accused of all kinds of abuse and everything and the pres-
ence of OSHA are there and they are aware what is going on. And,
unfortunately, sometime I wonder where are those information are
coming in. They are the one who are submitting all of these re-
ports, I believe, to the U.S. Congress. I have confidence in our de-
partment. We are having a inspection on almost on a weekly basis
to all the companies. And we are also trying to work closely with
the garment industry.

As a matter of fact, Mr. Chairman, when I first took office, I in-
vited all of the garment industry, the construction company and we
met almost every week. And I told them that they have to police
their own company. Please try to comply with all Federal laws and
local laws so that we could work closely in helping each other.
Their success will be, of course, our success of the government.

Mr. DooLITTLE. Well, thank you, Governor. And I appreciate you
and your colleagues coming today. I'd like to recognize Mrs.
Christensen for any questions she may have.

Ms. CHRISTENSEN. Thank you, Mr. Chairman. And thank you for
holding this long-awaited and very important meeting. And I want
to say to you and to our guests who are here this morning that
please do not take my being late for lack of interest. This is an
issue that I'm very interested in. I want to take this opportunity
to commend our Ranking Member, George Miller, for his commit-
ment over the years to securing justice for the alien workers of the
CNMI and to ending the practice of abuse that they received.

I'm glad that I was able to get over here to welcome the wit-
nesses today. I know many of you have traveled long distances and
I'm sorry that we don’t have better weather for you here. We had
great weather when I was in CNMI. A special hello to Governor
Tenorio and the members of the delegation, including the speaker
of the House of Representatives, Diego Benavente, and President of
the Senate Paul Manglona. I want to publicly thank you for all the
graciousness and hospitality that you extended to me and the rest
of our delegation while we were in the CNMI last February.

And to welcome my colleague Juan Babauta. And it’s good to see
you again. I want to just say to you something that I said to you
when we were there, that this issue, for me, is separated from the
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issue of whether you are a delegate or not and I look forward to
having you join us here in the near future.

Mr. Chairman and my colleagues, the situation with regard to
the alien worker population in the CNMI has been a very serious
one for years. And I'm afraid that, despite reports that it’s getting
better, I think it’s time for the Congress to begin to address it. I
was able to witness for myself the large number of foreign workers
who are living on the streets of Saipan. My husband would not
even go into some of the places that they lived, with me, as a result
of being promised jobs by CNMI recruiters in their home countries
only to find that there were no jobs available when they arrived
and, after paying recruiters thousands of dollars in fees. And we
were able to speak to some of these individuals about their par-
ticular plight, some of which were quite horrifying.

What is particularly troubling about all of this is that these prob-
lems aren’t new. They've been going on for several years prior to
my being elected to Congress. And, despite serious concerns being
expressed by successive administrations and members as far back
as 1980, if there has been any change, it’s been very little.

In response, the Senate Energy and Natural Resources Com-
mittee last year reported a bill sponsored by Chairman Murkowski,
Ranking Democrat Bingaman, and Mr. Akaka, to, among other
things, extend the provisions of the U.S. Immigration and Nation-
ality Act to the CNMI. A similar bill focusing solely on extending
U.S. immigration laws was also introduced by the same three sen-
ators this year and a hearing, of course, was held last Tuesday.

While I am sympathetic to the issues of fellow U.S. off-shore
areas, particularly one that does not have a representative in Con-
gress to defend their concerns, I regret that I must agree with
those who believe that the time has come to extend U.S. immigra-
tion laws to the CNMI, if for no other reason than to end the ter-
rible abuses that have been shown to be occurring time and time
again. Extending U.S. immigration laws to the CNMI was not an
easy conclusion for me to reach because I am an off-shore
territorian, because even in my own district, the Virgin Islands,
many of our residents have voiced concern and interest in having
us have control over our immigration to the Virgin Islands. But, on
the other side, as a strong supporter of workers and workers’
rights, I find it unacceptable that workers in any part of the United
States should be subjected to the kind of forced working and living
conditions as those that we witnessed and that we hear about.

Again, I want to just thank the Chairman for holding this hear-
ing. I have perhaps maybe just two questions. One, I was looking
at the graph here and it just called to mind that some unemploy-
ment issues that we heard of when we were in the CNMI and, as
I recall when you looked at employment or unemployment, that
there were still large numbers of citizens, U.S. citizens in the
CNMI, that were unemployed versus the non-citizens who were
coming for employment. What is the unemployment rate in U.S.
citizens and has that improved since we were there?

Mr. MICHAEL SABLAN. The unemployment rate this year for U.S.
citizens, residents, is a slight reduction from last year. Last year,
it was 14.3 percent. This year, it’s 13.4 percent. Again, the overall
unemployment in the CNMI is 5.5 percent. In the CNMI, because
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of our limited population, percentages can be misleading. 13.4 per-
cent represents 1,400 people in the CNMI.

Ms. CHRISTENSEN. Well, it’s, by proportion, in terms of your citi-
zens, it’s a large proportional number even though the numbers are
small. I mean, we may have 10 percent of the Virgin Islands hav-
ing a particular statistic and it’ll be maybe 11,000 people. It’'s a
small number, but it’s still 10 percent of the population. And, in
this case, 13.4.

I had a question on the testimony. And I will read all of the testi-
mony in its entirety. This is the one from the members of the legis-
lature with regard to their quest for appropriate Federal funding
to reimburse the Commonwealth for financial costs that unre-
stricted migration has incurred upon the CNMI. And I'm not sure
I understand it because I understand in the case of Guam where
they do not have control over their immigration and they’re faced
with a situation like this. But I'm not—I don’t understand, since
you have control over immigration, why it is a matter that we
should still address on your behalf.

Mr. BABAUTA. Well, let me try to explain first. And as I've re-
sponded to the same question earlier, actually. Yes, we do have the
authority because we control immigration. We do have the author-
ity to also treat citizens from the FAS as non-resident and would
be barred from coming into the Commonwealth except for tourist
or work permit. The fact is, we have chosen not to do so because
of several reasons. One of those reasons is the need for workers
that are required under the garment industries, which is required
to hire 20 percent U.S. citizens, and, for the purpose of the 20 per-
cent, the FAS citizens are considered U.S. citizens.

We've also decided not to because of our relationship with the
FSM citizens of the states. As you know, we were part of Micro-
nesia, one of the six districts of Micronesia, and we still value the
relationship that we have with them. We also—one thing that I did
not mention in my earlier response was the fact that we also are—
we recognize the United States policy with this matter and have
chosen to be consistent with that of the United States and allow
FAS citizens to come into the United States freely.

I think, most importantly, one of the reasons why we’ve chosen
all that is the fact that we would have been reimbursed just like
Guam for any of the expenses incurred by the influx of those citi-
zens. Yes, we have the choice and, yes, we can stop. But we’ve cho-
sen not to do so. But we feel that, still, because we’ve chosen not
to do so and because there are compact-impact that is costing the
government, we're asking for that reimbursement that is a commit-
ment by the United States. Thank you.

Ms. CHRISTENSEN. Thanks. At the risk of asking questions that
were already asked, again, I'm going to—I won’t ask any more
questions. But, as I said, I will read all of the testimony that’s been
presented thoroughly and take into consideration any arguments
that are made. And thank you, Mr. Chairman, and thank you, my
colleagues, for allowing me to go out of turn. Thanks.

Mr. DooLITTLE. Thank you. I'd like just to observe that this
panel has now sat here for two and a half hours. At this rate, we’ll
finish the hearing at about 9 tonight because there’s three other
panels after this one. Are there members that feel compelled to
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want to say something? Mr. Miller has indicated a desire to make
a few concluding comments. Anybody else who wanted? Maybe can
we do—just—yes, how about two minutes apiece? Is that okay?
Great. All right. Mr. Underwood and then Mr. Faleomavaega.

Mr. UNDERWOOD. Yes. Okay. Thank you, Mr. Chairman. You
know, I'm not a big fan of OSHA in the sense that I want them
to be there all the time, but we have had an unintended con-
sequence because I think if you guys could get OSHA to just go di-
rectly to Saipan, I'd appreciate it a lot more.

[Laughter.]

Mr. UNDERWOOD. Because I think they’ve had the justification of
having and you know that Guam and the CNMI have, because of
this overexposure to OSHA I think, has had a high rate of assess-
ments. And I'm sure they would find the same number of abuses
if they had that level of inspection given.

But I do just want to make the point about minimum wage and
raise the issue again, perhaps in the context of what our friend,
Mr. Faleomavaega, has pointed out. When I first started going to
the CNMI to do training, primarily to teach classes, on a regular
basis, I remember back in the mid-seventies that I was having dis-
cussions with several of my students. And I went to Joten and I
asked the people in Joten how much money they made an hour.
They said they made 75 cents an hour. And then I asked some of
the people who were trying to get a bachelor’s degree to become
teachers. And they were indicating to me that, at that time, that
if they actually got a degree and became teachers, they would, in
the 1970s, make the equivalent of about $1.50 an hour.

And so, in recognition of that and in having several discussions
and in my understanding through, you know, multiple discussions
with a number of officials over the years, my understanding of the
minimum wage exemption was that they were going to get out of
that old trust-territory economy and into eventually an American-
style economy. And that was the reason for it. It wasn’t meant to
help sustain a foreign work force. That it was to provide a kind of
a natural bridge between people who were working as professionals
for $1.50 an hour in the 1970s so that today we assume that those
people would be making what would be comparable wages to the
rest of the United States.

And, yet, I'm puzzled because I don’t sense that—and I fully un-
derstand the desire. I fully understand—and I'm sure my other col-
leagues from the insular areas—fully understand the desire to tell
the Federal Government to butt out and to hold jealously as much
authority as you can because there’s so precious little authority
given to insular areas. But I must really ask the question about
minimum wage. Is the intent to have a Federal minimum wage
down the line?

I got an e-mail from someone who used to be in the previous ad-
ministration under the previous Governor Tenorio, who e-mailed
me and said there’s something wrong with a system where he lives
next door to a 19-year-old young man out of high school who can’t
get a job and he looks across the street and he sees a young lady
from Nepal pumping gas. Now, the distinction between those two
is that, well, you can say, well, maybe the young man is culture-
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bound to hang around with his parents. I don’t know. I don’t think
that’s the issue.

I think the issue is that the system that we have in place that
may, indeed, have many problems if we immediately address the
issue of a Federal minimum wage, would create a lot of disconnects
and disjuncture and a lot of economic dislocation. But I want to
hear: is the objective to get to a Federal minimum wage? Is that
the objective? Because if it isn’t, then I think we’re going to have
serious structural problems in the nature of your economy.

What is the minimum amount of money that a person can work
for inside the CNMI government? Because we have an overloaded
number of people who are CNMI residents who are working in the
government and none in the private sector. What is the minimum
amount that a person can make in the CNMI government?

Mr. MICHAEL SABLAN. Mr. Congressman, I think the lowest sal-
ary in government is approximately $11,000 or $12,000 per annum.

Mr. UNDERWOOD. And what does that come out to in terms of—
in comparison to the minimum wage in the private sector?

Mr. MICHAEL SABLAN. That’s approximately $5.28 per hour.

Mr. UNDERWOOD. And people are willing to work for the govern-
ment. Local CNMI residents are willing to work for the govern-
ment.

Mr. MICHAEL SABLAN. Yes.

Mr. UNDERWOOD. At $5.20 an hour. Well, I would submit that
that should be a valid objective. That should be the objective of an
econom