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PART III

ADMINISTRATION CF THE TRUST TERRITORY

The current United States administration of the Trust Territory was
described briefly in Part I. This part will deal in more detail with the
present organization, its prcblems and the steps necessary to improve its
operations to pave the way for implementing the recommendations in Parts I

and II.

A. Authority of the Trust Territory government

As noted in Part I, the current government has been created under the
authority of the trusteeship agreement approved by the Security Council

and a Joint Resolution of the Congress in 1947. The agreement does not
specify the machinery to be used by the United States as the administering
authority to govern the territory. Article 3 of the agreement simply gives
the United States plenary powers of "administration, legislation, and juris-
diction" subject only to the provisions of the agreement which generally
deal with the development of the territory, the ;ights of its citizens

and the United Nations and the maintenance of peace and security.

On July 18, 1947, the day he approved the Joint Resolution, the President
issued Executive Order No. 9875 which provided for an interim adminis-
tration of the Trust Territory under the Secretary of the Navy, pending

the enactment of an appropriate organic act by the Congress of the United
States. This order simultaneously terminated the military government which
was established for the territory when the islands were wrested from Japan.

FOR UNITED STATES GOVERNMENT USE ONLY
=209-



FOR UNITED STATES GOVERNMENT USE ONLY

III-A

On the same day in a public statement, the President expressed his intention
to transfer the civil administration of the Tfust Territory to a civilian
agency at the earliest practicable date. This transfer was made eventually
to the Secretary of the Interior on June 29, 1951, by Executive Order

No. 10265. Subsequéntly,_the administration of Saipan and Tinian in the
Marianas was transferred back to the Secretary of the Navy by Executive
Order No. 10408 of November 10, 1952, and the administration of the rest

of the Mariana Islands, except Rota, was similarly transferred by Executive
Order No. 10470 of July 17, 1953. ©On May 7, 1962, by Executive Order

No. 11021, the responsibility for the administration of civil government

in all of the Trust Territory was again placed in the Secretary of the

Interior.

Though several organic acts for the territory were introduced in the Con-
gress in the late 1940's and early 1950's, the Congress has taken no
action on the matter. It has, however, confirmed the authority of the
Trust Territory govermment with two enactments. A joint resolution of
the Congress, approved August 8, 1953, continued the then civil adminis-
tration of the Trust Territory to June 30, 1954, on the assumption that
a pending organic legislation would be enacted before the latter date.
As no such organic legislation had been enacted, another measure, Public
Law 451 of the 83rd Congress, to provide for the continuance of the Trust
Territory civil administration was approved on June 30, 1954. The 195k
law merely provides for the continuance of an interim civil administration
which was established by Executive order of the President. Section 1
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of this measure states:
"That until Congress shall further provide for the govern-
ment of the Trust Territory of the Pacific Islands, all
executive, legislative, and judicial authority necessary
for the civil administration of the Trust Territory shall
continue to be vested in such person or persons and shall
be exercised in such manner and through such agency or
agencies as the President of the United States may direct
or authorize."
The foregoing constitutes essentially all that Congress has provided for
the civil government of the Trust Territory. The kind of civil government --
its form, power and authority, design of the administrative and legal
machinery, etc. -- which may be established is left to administrative
discretion. Beyond its broad delegation to the President, Congress has
acted to place an annual ceiling -- currently $17,SO0,000 == on the

appropriations for the Trust Territory and annually to review and enact

those appropriations.

As is noted in the foregoing paragraphs, the President has beer given broad
authority over the civil government of the Trust Territory. This broad
authority has been delegated alternatively to the Secretary of the Navy

and the Secretary of the Interior. In his delegation to the latter, first
in 1951 and currently under Executive Order No. 11021, the President made
the Secretary of the Interior fully responsible for the administrétion of
civil government in all of the Trﬁst Territory. All executive, legislative,
and judicial authority necessary for such administration are granted to

the Secretary who may redelegate the same to appropriate officials under

his'jurisdiction,
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Two provisos were contained in the 1951 and 1962 delegations, and both
pertain to activities in the Trust Territory affecting the foreign policy
of the United States rather than to the authority over the civil adminis-
tration. One relates to the authority, which the President reserves to
himself, to close for security reasons parts or all of the Trust Territory.
The other provideslthat the Secretary of the Interior shall keep the
Secretary of State currently informed of activities in the Trust Territory
affecting foreign policy of the United States and shall consult with the
Secretary of State on questions of palicy concerning the Trust Territory
which relate to foreign policy, and that relations between Federal agencies
and organs of the United Nations regarding the Trust Territory shall be
conducted through the Secretary of State. Thus, just as Congress has not
imposed restrictions on the President for the administration of the Trust
Territory, the President did not impose any restrictions in his basic

delegation to the Secretary.

However, the 1951 order referred to a memorandum of understanding between
the Navy and Interior which the President approved on September 23, 1949,
and directed the two departments to effect the transfer to civilian control
in accordance with the memorandum. The memorandum provided for the appoint-
ment of a civilian High Commissioner by the President to serve, first under
the Secretary of the Navy in 1950 and then under the Secretary of the
Interior when control was transferred. The remainder of this memorandum
dealt with the replacement of military with civilian personnel, exchange

of information and transfers of property. Amendments to the memorandum
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Department of the Interior Order No. 2658 provides for certain specific
relationships between the Office of Territories and the Trust Territory
government. Section 3(c) states in part that "with freedom to consult
directly with the Secretary (of Interior) when necessary, the High Commis-
sioner of the Trust Territory shall normally communicate with the Secretary
of the Interior through the Director of Territories.” Paragraph (d) of

the same section provides that, in dealing with Federal agencies outside

the Department of the Interior on other than routine matters, initial
contact shall be made through the Office of Territories. Thereafter, direct
contact may be maintained by the Trust Territory, but the Office of
Territories must be kept informed of significant developments. Thus, though
it is evident from a review of the various sources relating to the authority
of the Trust Territory government that it is fully subject to the control
and direction of the Secretary of the Interior, it is equally evident that
the Office of Territories is not in the line of command of this relation-

ship.
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B. Administrative relationship with Washington

As indicated in the preceding paragraphs, Washington has imposed a minimum
of restraints on the administration of the Trust Territory by the High
Commissioner. Congress has not provided for a government of the territory
except to authorize the continuation of the present one which was estab-
lished by executive action. Similarly, delegation orders issued by both
the President and the Secretary of the Interior have provided hardly any
substantial restricﬁing policies on the administration of the Trust

Territory by territorisl officials.

While under optimum conditions such lack of administrative restrictions
might be desirable_from an administrator's poiﬁt of view in that it would
provide for administrative flexibility, the fact is that during the past
years this minimum of supervision and guidance by Washington has fostered
the development of territorial government machinery which does not
readily respond to policy changes prescribed by Washington. For example,
the Mission found that even after over a year since the issuance of

NSAM No. 145, many of the responsible officials of the Trust Territory
government were still unfamiliar with the United States objectives as
outlined in that instrument. Yet, it would be these same officials on

whom we must rely for the achievement of those objectives.

Responsibility for any problems resulting from the present situation cannot
be focused on any one cause. Over the years the Trust Territory government

has learned to function without significant gulidance from Washington.
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With only three territories remaining under the international trusteeship
system, international pressures for the United States to meet her
commitments under the trusteeship agreement will markedly increase

during the next few years. Public interest in the territory will also
continue to increase as it has increased during the past year since the
relaxation of entry controls into the area. Further, Washington is begin-
ning to respond to pressures to prepare the Micronesians for participation
in the world of the Twentieth Century. Congress has recently doubled the
annual appropriation for the territory; the President has directed the
substantial upgrading of public services for the Micronesians. The next
few years of the administration of the Trust Territory accordingly will

be subjected to more intense examination by both national and international

interests.

To protect fully the interest of the United States during those critical
years, Washington must provide more supervision and direction over the
administration of the Trust Territory. It not only must provide general
policy guidance, but also must establish specific guidelines which the
territory must follow if the recommendations in Parts I and II of this
report are to be effectively implemented. Accordingly, the Mission recom-
mends the following with respect to the working relationships between

Washington and the Trust Territory government:

First, the Task Force created by NSAM No. 145 or some similar group should

continue to serve as a program and policy advisory group to the Secretary.
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The Task Force consists, at the Assistant Secretary level, of repre-
sentatives from Federal agencies most concerned with the Trust Territory --
the Department of State, the Department of Defense, the Department of
Health, Education, and Welfare and the Department of the Interior.
Observers from the National Security Council and Bureau of the Budget

are also included in the group.

The Mission believes the Task Force provides a necessary mechanism not
only for calling to the Secretary's attention the effect of Trust
Territory programs and policies on the agencies it represents but also
for involving those agencies on a somewhat continuing basis in Trust
Territory matters of concern to them. A "master plan" of priority
programs such as that represented by the recommendations of the report
should be reviewed by this group for appropriate recommendations to the
Secretary of Interior. It would review periodically with the High Commis-
sioner and appropriate officials of the Office of Territories the status
and progress of programs contained in the "master plan" to ascertain

that pre-set goals and objectives have not been altered. Where such
alterations have occurred, or should change in goals be desired, it would

so advise the Secretary.

Second, an evaluation team should be organized to visit the Trust Territory
preferably on an annual basis for the next few years. The primary
function of such a team would be to ascertain by field inspections that

programs are being implemented in accordance with the terms of reference
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approved by Washington. Secondarily, and only if it would not jeopardize
the primary mission of the team, it would provide on~the-spot advice to
officials and agencies of the Trust Territory govermment in accordance
with the type of expertise found in the membership of the team. Thus,

if a personnel expert is a member of a particuler mission, he should be
available to render assistance to the personnel staff of the Trust

Territory government.

The team would consist of persons who are individual experts in the various
fields of public services which would be reviewed. The members could be
elther Government officials or private citizens and each mission need

not consist of the same individuals. Though it would be very useful for
the Task Force mentioned above to nominate the membership, the team

should serve the Secretary of Interior. Copies of any team reports,
havever, should be made available to the Task Force for such consideration

and action as it determines appropriate.

Third, the High Commissioner's legislative authority should be clarified
and his legislative enactments should be approved by the Secretary. As
noted earlier, Department of the Interior Order No. 2812 requires the
High Commissioner to obfain Secretarial approval of new laws and regu-
lations embodying important changes in policy. However, neither that
order nor the Secretary's basic delegation, Order No. 2658, expressly
gives the High Commissioner any of the legislative authority delegated

by the President to the Secretary. Order No. 2658 only delegates
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executive authority to the High Commissioner. The Mission believes that

omission should be corrected in an updating of those orders.

The Mission also notes that since December 31, 1959, 10 new laws amend-
ing the Code of the Trust Territory have been promulgated by the High
Commissioner of which only one was submitted for approval by the Secretary
of the Interior. Three sets of regulations, apart from amendments to

the Code, were adopted, only one of which had Secretarial approval. With-
out going into the question of which ones should have been approved, and
while the list of promulgations dces not appear too impressive (see
Appendix A to Part III), it appears that the issuance of new laws and
amendments is a function of such importance as to merit Secretarial
approval in every instance. Accordingly, the Mission recommends updating
the current Secretarial orders to require approval of all new laws and

amendments except in case of emergency.

Fourth, the annual budgets of the Trust Territory should be given more
intensive examination by the Department of the Interior. As the annual
budgets are the primary implementing tool of new programs, it is recom-
mended that the budgets submitted by the High Commissioner for presentation
to the Congress be subjected to more intensive examination by the adminis-
tering agency. Budget items which would affect any long-range program

for the territory must be reviewed thoroughly for consistency with that
program before they are made a part of the President's budget. A com-

parison of recent estimates prepared by the High Commissioner and those
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submitted to the Bureau of the Budget indicated that the Department of

Interior has been serving merely as & transmitting agency.

Fifth, Interior approval should be required for those departures from
the Business Investment Code (proposed in Part II, Section A of this

report) that would have significant impact on the Trust Territory.

Sixth, the appointment of the High Commissioner should be made by the
Secretary of the Interior. It was earlier explained how the High Commis-
sioner came to be appointed by the President. That appointment may be
viewed as a subtle and indirect Presidential control over the management
of the affairs of the Trust Territory. However, it is somewhat anomalous
in view of the President's complete delegation to the Secretary of the

Interior.

Further, while it is not usual to have Presidentiel appointees serving
under the supervision of other Federal officers, as far as the Mission
can determine, the High Commissioner's appointment situation is now unique.
We are not aware of any other case in which the President appoints an
officer whose position is not specified in law and who has continuing
operating responsibilities. The President's Executive Order No. 10265,
incorporating by reference the memarandum of understanding which provided
for Presidential appointment, has been superseded. The current delegation;
in Executive Order No. 11021, does not refer to the office of High Cfommis-
sioner and does not indicate any Presidential reservation of that

appointment. Therefore, the only currently effective order relating
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to the High Commissioner's office is Secretarial Order No. 2658 which is

silent on the manner of appointment.

We believe this very unusual situation should be clarified, not only
because of the doubts it raises but also becausé it is particularly
important that the High Commissioner be completely responsible to

the Secretary of Interior who has been charged with the administra-
tion of the Trust Territory. This will be most important during the
next few important years. The Mission, therefore, recommends that High
Commissioners be appointed by the Secretary of Interior as long as fhe
latter official 1is held responsible for the overall administration of
the Trust Territory and until such time as Congress enacts an organic

act for the government of the Trust Territory.

(A draft of a new Secretarial order to replace the current Orders
Nos. 2658 and 2812 and of the above recommendations is attached as

Appendix B to Part III.)

FOR UNITED STATES GOVERNMENT USE ONLY

- 222~



FOR UNITED STATES GOVERNMENT USE ONLY

III-C

C. Administrative organization under the High Commissioner

As noted earlier, the government of the Trust Territory is organized
into a headquarters unit and six districts. The High Commissioner, as
the chief executive of the territorial government, directly administers
the headquarters unit in Saipan. A district administrator is the head
of each district and is responsible to the High Commissioner through the

Deputy High Commissioner.

Both headquarters and the districts are organized along functional lines.
Headquarters, for instance, has a Director of Education, a Director of
Public Health, a Director of Agriculture and Fisheries and a Director

of Public Works. Similarly, there are counterpart officials in the
district level who are subordinates of the district administrator. Thus,
in all districts there are also department heads for education, public
health, agriculture and public works. In addition, both headquarters and
the districts have field activities. Pacific Island Central School and
the Farm Institute in Ponape are examples of field activities which are
operated directly from headquarters at Saipan. Field dispensaries and
schools represent the most common type of field facilities which are run

by the district centers.

In general, the organizational structure for both headquarters and the
district administrations has been formed along basically sound lines.
However, the territorial government has a most vexing problem of communi-

cations between headquarters and the districts. When one considers the
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geographical distribution of the islands and atolls over an area covering
over three million square miles, it is easy to appreciate the physical
difficulties involved even working with the most modern of communication
facilities. With the distances involved, face-to-face discussions between
headquarters and field personnel and exchanges between districts are
minimgl. The district administrators only meet annually, for example.
Throw in even a little confusion as to the allocation of functions between
headquarters and the district organizations and one should not be surprised
to detect feelings of frustration among many officials. An inquiry into
this problem in one of the districts elicited this response from a district
administrator: "It is difficult to communicate with headquarters, I have
three dispatches now for which I have not received any reply. I don't
know what they do with our inquiries. Maybe throw them in the waste
basket." Another district administrator claimed he did not know what
happened to his current (FY 1964) budget estimates since the district
administrators' annuai conference in July 1962. An assistant district
administrator stated that headquarters had no confidence in them, refer-
ring to the staff in his district. How much of these beliefs are true

is beside the point. These and other similar instances point to the

general problem of communication in the organization.

In a setting such as that which obtains in the Trust Territory adminis-
trative organization where geographital, technical, language and cultural
considerations have vital roles, the development of effective communication

media and devices becomes critical. Goals and objectives prescribed by
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headquarters staff must not only be understood but must also be accepted
by the district personnel who are responsible for the realization of such
goals and objectives. Adequate manuals of procedures, policy directives
and especially staff conferences must be utilized if the organization is

to develop any semblance of single-purpose mindedness.

In this regard, the Mission was informed that the development of an
integrated manual of procedures is being planned, incorporating therein
procedures which have been developed on an intermittent basis. The
Mission further recommends that a regular procedures-improvement program
be adopted and that & middle-grade organization and procedures specialist
be employed for the purpose. The Mission also recommends that the

district administrators' conferences be held more often than once a year.

However, in the Trust Territory, the physical problems of communication
and dispersal over a vast area, in the Mission's opinion, are further
complicated unduly by an over centralization of authority at headquarters
and a lack of appropriate delegation of powers to the functional depart-
ments. Essentially, the High Commissioner utilizes his department heads
as staff officers. They have no real operating authority delegated to
them and do not directiy deal with or supervise their district counter-
parts. The latter are subordinate to and supervised by the district

administrators.

Thus, the channels of communication from the district department head to
his counterpart on even minor technical matters are most circuitous since
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they involve going through the district administrator and High Commissioner
and their key aides in both directions. Since all directives and messages
must pass through the High Commissioner's office and the district adminis-
trators, those points have a great bottleneck potential. The Mission

also héard complaints that supervision of district department heads

by district administrators, who did not understand the technical problems

of the programs, resulted in arbitrary department budget cuts and unjustified
transfers of funds. For whatever reason, there are some district depart-
ment heads who believe they should be directly supervised by their

counterparts at headguarters.

The Mission agrees that there should be more direct communicetion between
district department heads and their headquarters counterparts. We recom-
mend that headquarters department directors be delegated the authority

to take action and to supervise directly their district subordinates in
technical and professional matters. This action should be taken quickly
in those programs ~- education, health and agriculture - which do involve
a high degree of professional activity. Without such action, the channels
of communication and authority will continue to be unduly complex and

stymie effective operations.

This change should not totally remove those progrems from the cognizance
of the district administrators. They must still perform & coordinating

role and provide for certain common services and logistics.
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In order to spell out the specific and orderly steps needed to achieve
these objectives, it is further recommended that an organization and
management speclalist be sent to the Trust Territory on a short term
contract (or detail) which could be financed from the President's

Management Improvement Fund.
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D. Execution of the Master Plan

The Mission believes that in addition to the improvement of the United
States and Micronesian personnel of the Trust Territory government
dealt with later in Section G, a new approach to territorial adminis~
tration is required if the Executive amd the Congress want results.
This should be the conscious effort to utilize the services of other
Federal agencies or to contract out the implementation of the new

and expanded programs recommended in this report. Based on its survey
the Mission is convinced that results will be quicker and the overall

and long~run costs of such a policy cheaper.

Recommendations for contracting the new and expanded capital and operations
programs have been made in various sections of this report. It is worth
listing here the more important of these programs and activities that
should be contracted out to indicate the scope of this approach.

Program or Activity
(or implementing personnel)

Contracting Organization or Agency

1. American elementary and State of Hawaii Department of

secondary teachers Education

2. American physicians Medico

3. Community action Peace Corps

4., Tropical agricultural research University of Hawaii, School
of Agriculture

5. Figheries research Bureau of Commerciasl Fisheries
and the Scripps Oceanographic
Institute

6. Quarantine U.S. Department of Agriculture
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T. Immigration U.S. Immigration and Naturali-
zation Service
8. Cooperatives and credit union Cooperative Ieague of U.S.A,
specialists
9. Programming and Development Unit Private consultant organization
10. Surface transportation (inter- Competitive bidding by U.S. firms
district)
Surface transportation (intra- Negotiated contracts with
district) Micronesians
11. Air transportation Federal Aviation Agency or new
contract with Pan American by
Civil Aeronautics Board
12. Vital statistics, and Public Public Health Department of
Health Laboratory backstopping Government of Guam

There has been sufficient exploration by the Mission to be reasonably surs

of the general appropriateness, and in most cases the particular willing-

ness, of the suggested agencies and contractors to undertake those functions.

Contract supervision will pose its own set of problems for the Trust
Territory government, but it can handle these problems more readily. To
charge the Trust Territory government with the task of implementing with
its own staff a relatively large and complicated program will not only
involve many years' delay and much waste, but will saddle that government
(and the United States) with the costs of permanently swollen bureaucracy
necessarily recruited in many cases without full qualifications owing to
the pressure of time. The need for many of these contractual services
will disappear as certain programs are completed and others are increas-

ingly staffed by qualified Micronesians.
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E. Budgeting
The desire to bring education and a higher standard of living to the

Micronesian, however strong it may be, cannot be fulfilled without
adequate planning. Even a single individual pursuing this goal must

face the necessity of careful planning -= financing must be provided,
physical resources mobilized, labor appligd and accomplishments evaluated.
While the effective individual mey follow the planning process without an
overt consciousness, the effective large scale organization must include
planning as an integral part of its operations as an overt rational
process. For government organizations, the budget process, through its
cycle of formulation, executlon, and evaluation, has become a primary

mechanism for planning.

When budgeting was discussed with officials at the district and headgquarters
levels, the usual reaction was -- "The budget is too small.” While this
response would not be unexpected in slmost any government organiz&tion, it
was evident that most of the officials only thought of the budget in this
narrow sense, i.e. -- an amount of money currently available for expendi-
ture. Very few line officials thought of budgeting as a planning process
through which a program is developed to make optimum utilization of

whatever amount of funds were or could be expected to be made available.

Heads of departments and district administrators seem to consider the
formulation and execution phases of budgeting as two separate processes.

Typical district department heads said they submitted a budget estimate
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in the spring and didn't hear anything further until the next June or

July. Then, in most Easeé, the budget allotment received in June or July
bore 1little relationship to the estimate submitted a year ago. Other

than being accompanied by é ceiliné on:non-resident and Micronesian
employment, the budget allotment was simpiy a dollar amount that could

not be exceeded during thé fiscal year. Line officials were not told
which parts of their budget estimate submitted a year ago had been_approved
or disapproved nor were they given guidance on what to use the‘funds for.
Héadquarters made the allotments in a lump sﬁm,'and'instructed the districts
to show how the funds were distributed among its prégrams. The budéet
office at headQuarters indicated, however, that the:aistribution of allot~-
ments by programs submitted by the districts to headquarters was primarily
for information purposes and not for program control. Given these
conditions, it is not difficult to see why effective planning has not

been done through the budget process.

The lack of an effective link between the formulation and execution phases
of budgeting and the lateness of allotment advice from headquarters
(usually just pridr‘to the beginning of the fiscal year) leaves inadequate
time for district planning. In most instances, planning by the district
department heads consists of figuring out where to add any additional
personnel, if the personnel ceilings are greater than the current employ-
ment, and determining what would be left over to buy supplies after the

salaries of all personnel were paid.
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This past year, when é Micronesian pay increase went into effect and
increased personnel costs, the funds remainihg for supplies and equip-
ment in some departments were inadequate to support effective operations.
Aside from the lack of appropriate plenning to allow for the pay increases
in the government's overall budget, line officials had not adjusted their
programs to acéomplish more limited amounts of work which may have required
reducing personnel to provide funds for supplies and equipment so the
remaining portion of thevprogram could be carried on effectively. The
operation of the public works departments, for example, were hindered by
a lack of spare parts, but action had not been taken to reduce personnel
costs so additional funds could be made available for purchasing spare

parts.

The bifurcation of budget formulation and execution, and the allotment of
funds on a lump-sum basis to the districts, has also left executive
officials without a means of insuring that funds would be spent for the
purposes for which they were justified. The department heads at head-
quarters could not through the budget execution processes insure that the
program justified to the Congress was in fact being carried out. As an
example the 1963 budget request presented tq and passed by the Congress,
indicated that $300,000 would be used to establish a revolving stock fund

for supplying the districts with POL (petroleum and other lubricent)

‘products. As of the end of ﬁhe 1963 fiscal year funds still had not

been used for this purpose.

FOR UNITED STATES GOVERNMENT USE ONLY
-230-



FOR UNITED STATES GOVERNMENT USE ONLY

ITI-E

Amid these problems, it is of some encouragement to note that the defi-
ciencies of the budgeting process have not gone unnoticed by the High
Commissioner. On February 15 of this year he established a Budget and
Fund Utilization Subcommittee consisting of the executive officer, programs
officer, a special assistant to the High Commissioner in charge of con-
struction projects, the director of property and supply, the comptroller
and the budget officer. This committée was given fesponsibilities for
reviewing budget estimates prior to their submission to Washington,
evaluating performance in relation to the budget program, making recom-
mendations on proposals for changing the budget program, and reviewing
long-range plans and programs. The High Commissioner identified a number
of current problems in budget preparation, reporting, program evaluation
and auditing, long-range planning, and budget execution for the committee“s

attention.

Several changes made in the accounting system and the allotment procedure
during the last few months should also improve the budget process. A

newly issued accounting manual provides for setting up a system of

accounts which will produce information on the cost of each program and
activity and more detailed information on unit costs. Unfortunately,

the district finance officers' lack of accounting training may slow

the implementation of the new system and limit its reliasbility. Only

one out of the five district finance officers questioned sdid that ‘he could

set up the new accounting system without help.
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Headquarters also redently issued a new cost accounting system for con-
struction projects and delegated to the districts the responsibility
for cost accounting. However, the new system appears to be poorly
conceived in that it requires distributing costs to 41 different object
classifications. This amount of detail seems to be excessive without
providing any useful énd-product information. The public works depart-
ments at the district level indicated that they would have difficulty in
distributing costs this finely -- the increase in paperwork would also

be significant.

To - facilitate some of the actions already underway and to overcome
other budgeting problems, the Mission recommends:

1. A qualified accountant should be employed by headquarters
to assist the districts with their accounting. Most of his time
should be Spent'with the districts, preferably on a rotation basis
so each district would be visited at least twice a year.

2. District finance officers 'should be given additional
formal training in accounting. ©Short training sessiqns at head-
quarters can be used as a stop-gap measure, but if the incumbents
are to remain in their positions, they need to have additional
training outside the territory.

3. The cost accounting system for construction projects
should be revised. A new system should be developed which will
accumulate cost information on the same basis as detailed estimates

are made for construction projects. The end product which the
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cost accounting system should provide is actual cost information
which can be evaluated against the elements of the original
construction estimate. Then, upon the completion of construc-
tion, actual qost information would be available for evaulation
purposes and use on future estimates for similar construction.

If certain object classification information is needed for other

purposes, it should be obtained by coding vouchers.

As mentioned earlier, the High Commissioner, in a memorandum of March 6,
1963, recognized the need for improving the budgeting process. ~Although
some specific changes have already been made, a general plan of the
budget planning process has not been established. The following recom-
mendations are made as a general‘outline for the process =--
l. Preliminary budget estimates should be required in
March, or 15 months before the start of the fiscal year in
whiéh the funds are to be used. Preparation of these estimates
should be the primary responsibility of the headquarters staff.
The districts should, however, be canvassed to identify any
significant changes they expect to request in their next
budget submissions.
2. Budget policy guidance and instructions for the regular
budget request should be sent to the districts by May 1. If only
a target amount is given to the districts as a guide for bﬁdget
preparation, they should be asked to prepare a priority listing

of programs or program elements which would be included or
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excluded if their target figure were increased or decreased by
10 percent. Very few of the district budget Justifications are
now based on workload data. Headquarters should insist on work-
load data to support budget requests. Districts should submit
their budgets to headquarters by July 1. (When the Territorial
Congress is given the power to participate in the budget review
process this date will need to be advanced.)

3. As described in Part II, Section A, chapter 5, the Program-
ming and Development Unit (to be established by contract) in head-
quarters will play a key role in the budget formuwlation process.
It would provide direct staff assistance to the High Commissioner
and would be responsible for the overall programming and budget
coordination. In addition to evaluating the merits and souﬁdness

of individual proposals, the headquarters' review should identify

program priorities. New programs requiring additional transportation,

supply, public works and other auxiliary activities should be care-
fully coordinated to insure that adegquate support will be available.
As tentative conclusions are reached on a budget program, changes
proposed by headquarters should be specifically identified by
activities within each district, rather than a lump=-sum amount
for the district as a whole and should be discussed with the
district administrator concerned. Material prepared for final
decision making by the High Commissioner should contain a complete
analysis, including the evaluation of the department heads and
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district administrators, of alternative progfam proposals.

The budget program request should be submitted to the Department
of the Interior by September 1. Alternative program levels
should be submitted to the Department for review as requested.

k., The districts should be advised as soon as the budget
request is submitted to Washington of changes in theilr programs.
This will permit them to keep abreast of the planning program and

to revise their plans as necessary.

In December, the headquarters will be advised of the programs
and amounts that are to be included in the President's budget.
Again the districts should be advised of any changes affecting

their programs.

At this time the districts should be requested to provide an
apportionment plan by quarters (the first quarter should be broken ‘
down by months in case the annual appropriation bill is not passed
by the beginning of the fiscal year ) for those programs that
require larger apportionments in some quarters than others.

The Mission observed that the districts had to delay requisition-
ing needed supplies when apportiomnments did not allow for normal
peaks in requisitioning. This problem becomes particularly

acute when the annual appropriations bill has not been passed and

the districts receive only monthly apportionments. Medical supplies
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and spare parts, which are used at a fairly uniform rate, are
normally requisitioned the first month of each quarter. When

the requisitioning'is delayed by a month or two, programs are dis-
rupted. The continuing resolution passed by the Congress, when
final action has not been completed on the annual appropriation
bill, is flexible enough to permit larger apportionments in the
first month of the quarter to meet normael purchasing schedules.
The headquarters should allow for the normal peaks in requisition-
ing when the quarterly or monthly apportionments are made.

5. The Department of the Interior should keep the headquarters
advised of changes in the budget request as it moves through the
Congress. Unless a significant change in program would be required -
as a result of House of Representatives action, the districts
should wait until after the Senate has acted (by this time a
reasonably accurate estimate can usually be made of the final
program and ampunt that will be approved by the Congress) before
taking further action to adjust their programs. If the budgeting
process described above is followed, the headquarters and districts
will have a planned program for the coming year available when the
Congress tékes final éction on the appropriation bili. This program
should be used by the districts to request apportionments from
headquarters.

6. After apportiomments are made and programs are implemented,

the district administrators and headquarters should be furnished
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progress reports mentlly or quarterly -- depending on the type of
program. These reports should relate the work performed and the
costs incurred with the workload and financial plans prepared
during the earlier phases of the budget process. Data obtained
from these reports should then be used for estimating purposes

as the budget planning process begins agesin.

If a process such as the one described above is used, to link the budget
preparation, execution, and evaluation, the deficiencies noted earlier
in the present operations can be corrected. In addition to changes in
the process itself, several other changes relating to budgeting are
needed.

Recommendations for immediate changes:

1. Starting in 1965 all construction projects should be
fully funded. The past practice of funding annually increments

>of buildings has been accompanied by inadequate estimates of total
project costs and the stretching of construction over a period of
years has increased costs.

2. Detailed cost estimates should be made on all construction
projects. For'large or complex projects this may require funding
final design and engineering in one year and construction costs in
& subsequent yéar. On other projects funds should not be apportioned
for construction until final design and engineering has been completed.

3. The distribution of funds between capital outlay and
operating costs as justified to Congress should not be changed
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without approval from the Department of the Interior. Changes

in the distribution of funds among operating activities and
separately programmed capital outlay items should be approved

by the Department of the Interior unless the changes involve
amounts less than 10 percent of the activity or project or $50,000
whichever is the smaller.

4. A fund should be established to finance emergency expenses
such as epidemics, typhoon demage, repalr of damage to ships,
planes, and power and water facilities resulting from "Acts of
God." Initially, the fund should be established at $200,000.

The uses of the fund during the past year should be presented in
the annual budget justification as a basis for restoring the level
of the fund to $200,000.

5. Accounting for water, power, sewer and hotel qperations
in the districts should be handled on & business type basis as soon
as the districts are capable of setting up the accounting systems.
Since the government is the sole supplier of these services, this
type of separate accounting is needed to determine accurately

appropriate charges.
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F. Supply

[

The procurement of most supplfes for the Trust Territory goveranment is

done centrally by headquarters. District purchases are'permitted énly

for items costing less than $75, except in the case of fresh food supplies

for district institutions where no limits are applied.

It is estimated that a substantial portion of those sqpplies has
heretofore been procured through the General Services Administration's
San Francisco office. However, last June, the territory's Direcfor

of Property and Supply indicated that it would further expan& its
direct-vendor buylng from non-GSA sources and rely on GSA sources only
when it 1s in the territory's interest. Vendor buying generally does
nét involve the solicitation of sealed bids because éf the limited
number of suppliers but rather the obtaining of informal written

quotations.

Again, in the area of supply, the remoteness of the territory and
transportation difficulties loom large as sources of problems.

Because of tﬂe length of its supply lines, the government must main-
tain a sizeble inventory -- valued at $900,000 on June 30, 1963. Most
of the supplies are kept in the central warehouses in Saipan, but each
district has a general warehouse, a medical supply warehouse (under the
public health department) and a spare parts warehouse (under the public

works department).
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Despite this effort, in every district visited a concern was expressed
for the inadequate flow of supplies. In some cases, expensive equipment
was idle because of the lack of spare parts. Hospital staff stated that
medical sgpplies were short except in Saipan where the hospital "does
not have too much difficulty as headquarters can always lend supplies to

the district." ‘

Whatever the reasons -- distance or lack of funds for adequate stock --
the supply system is vital to the success of the operation. With the
complexities of supply in the Trust Territory, the operation requires
professional management. The Mission also believes that a periodic
outside review of the operation is necessary to insure that it is
currently updated. Since the last such review was about five years

ago, 1t is recommended that another review be made in the next year.

The Mission was advised that an inventory level of four to six months
of supplies is necessary. This level appears reasonable in view of the
length of supply lines with the increased activities underway in the
government, the Mission recommends an increase of about fifty percent --
about $500,000 -- in the current supply inventory to meet expanding
needs. Any further increases will depend on the overall rate of govern-
ment spending and changes in levels of activities. The supply staff

should be apprised of such changes well ahead of time.
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G. Personnel

The Trust Territory has two classes of employees, those whose normal
place of residence is outside the Territory (or conversely those whose
residence in the Territory is attributable solely to their employment)
and indigenous personnel. There were 241 of the former and 2191 of the
latter as of June 30, 1962. The first group, consisting almost entirely
of United States citizens, are employed under a grade structure and

wage system which follows the Classification Act of 1949, as amended.
Indigenous personnel are employed under standards and rates of pay
prescribed in the Micronesian Title and Pay Plan. The three pay
schedules provided under this plan are (a) labor, crafts, and domestic
work (annual salary range $634-$1,851), (b) professional, administra-
tive, and protective (annual salary range $520-$3,785), and (c) senior
professional and executive positions (annual salary range $2,080-$L4,840).
The government gives first opportunity in filling positions to qualified
Micronesians. If none are availsble, selections are made through U.S.
Federal Civil Service Registers with preference given to Guam, Hawaii,

and San Francisco, in that order.

The Trust Territory has pursued an active policy of replacing non-
indigenous personnel with Micronesians. Since this policy was adopted,
Micronesians have taken over 76 positions formerly held by non-indigenous
staff members. Given an adequately trained supply of manpower, such a
policy would be very desireble as a means of creating an increasing
degree of local self-government in the area. However, while Micronesian
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employees seem to have met the minimum personnel qualifications for the
positions they entered in terms of on-the-job experience, the Mission
observed that their level of competence and performance was significantly
below the level expected from non-indigenous personnel. We attributed
much of this deficiency to the employees' meager educational achievement
prior to their appointment. For example, & Micronesian administrative
assistant to a district administrator, who was appointed to a posit;on
formerly held by a IGS-9 non-indigenous employee, had the following
educational background: U4 years elementary school, 2 years inter-
mediate school, and 3 months at the College of Guam during a summer
session. When the employee was first appointed to this position he had
only the minimum qualifications of 5 years on-the-job experience. In
other cases, Micronesians who had had & good educational background
were moved into advanced supervisory positions before they were capeble
of assuming the full responsibilities of the position. One department
head at the district level candidly admitted to a member of the Mission
that he needed additional experience before he adequately could super-

vise the non-indigenous employees under him.

These accounts reflect a most urgent personnel requirement in the Trust

Territory -- the need for adequate training of Micronesian personnel.

If the native population is to make progress toward a greater degree of

local self-government, there is an urgent need for more training,

particularly in the area of professional and technical skills. Even

with additional scholarships recommended in the education section of
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a contract with one of the United States public administration schools.

An intensive three-month summer program at headquarters is suggested.

3. The educational_scholarship program for Micronesians should be
expended. (Detailed recommendations on this are included in the

education section of the report, II-B-5.)

L. Because of the special needs in the area, the Micronesian medical
practitioners should receive additional training not only at the East-West
Center but also in the new program being worked out by the Hilo hospital
in Hawaii. Although this additional training will still be short of.
United States M.D. standards, it will increase the effectivepéss of

the medical practitioners who still have a vital role in the fublic

health program of the Trust Territory.

5. Additional emphasis should be given to clerical and menual labor
training and to the training of first~line Micronesian supervisors.
Formal training which would supplement to on-the-Jjob training is
particularly needed. Evening classes taught by qualified United States
personnel could be organized for this purpose and small bonuses paid

to those employees who successfully complete them.

There is also a need to broaden the horizons of Micronesian employees.
Micronesians are now appointed, with very few exceptions, to positions
within their own districts. This practice tends to perpetuate
parochialism which is already too prevalent in the Territory. The
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Mission recommends that Micronesian employees at the higher executive
and supervisory levels should be offered and encouraged to accept
positions in other districts as a means of getting more interaction

among the people of the Territory.

With the additional responsibilities brought on by the new and expanded
development program for the territory, several key positions at the
headquarters department head level need to be upgraded. The Director
of Education at the present time does not have direct responsibility
for the operation of the school system. ZEarlier in the report the
Mission has recommended that the Trust Territory government assume full
responsibility for education and that the Director of Education have
direct responsibility for the operation of the schools. Similarly,

the responsibilities of the Director of Engineering and Construction
(now called Public'Works) will increase with the expansion of the
construction progrem. The Mission specifically recommends that the

following positions be upgraded because of the additional responsibilities:

From To
Director of Education IGS-13 IGS-15
Director of Public Works IGS-13 IGS-15
Director of Engineering and
Construction IGS-1k IGS-15

The program recommended in this report envisions additional responsi-
bilities, not only greater in scope but also different in character from
those carried on by the present Trust Territory government personnel,
even though the majority of these programs are to be executed on a
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contract basis. Therefore, a timely evaluation of the capabilities of
the present staff to carry out their responsibilities should be made,

and therefore, the Mission recommends that the Department of the Interior
detail three qualified employees to the High Commissioner for service as

a personnel evaluation committee.

At the present time the Trust Territory government does not have a
program for periodically rotating its professional staff to stateside
Jobs. Periodic rotation to the United States seems to be a desirable
method of overcoming the limited educational and training opportunities
for professionals in the territory. A number of the U.S. professional
staff at headquarters and in the districts have served in the territory
‘;; for over five years without a stateside rotation. While this record of
devotion to duty is commendable, the need to periodically widen one's
horizons and gain additional training should not be overlooked. The
Mission recommends that professional employees who have served four
years or more in the territory be requested to take a stateside position
for a two-year period. The Department of the Interior should have the

responsibility for finding appropriate positions for these personnel.

Traditionally, one of the sorest points in the territorial administrations
of the United States has been the differences in treatment accorded non-
indigenous and indigenous personnel. This problem is already becoming
apparent in the Trust Territory and will grow as Micronesians are
trained for, and advance into more responsible positions. The evolution
‘;} “toward increasing self-government also requires the elimination of
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distinctions and the appearance of treating Micronesians as second-class
employees in their own government. Finally, since it is anticipated

that Micronesians may soon have free access to the United States, the
government must be able to offer competitive salaries and employment
conditions to its citizens who otherwise would be attracted to United
States jobs. A significant difference between the professional salary
levels in the United States and Micronesia when full access to the

United States is offered would undoubtedly result in a loss of urgently
needed Micronesians who have full professional training. This must be
avoided. The objective then, should be to work toward a gradual change
in the personnel program to achieve a single system. To achieve this
goal, it is recommended that:

First, a new schedule D should be added to the existing Micronesian pay
plan. This schedule would be reserved for use only by Micronesian senior
professional employees and officials who meet evéry qualification
requirement for comparable grades in the Federal civil service. This new
schedule would be the link or bridge between the existing Micronesian pay
plan and the Federal employees' pay plan. Accordingly, any grade in the
new schedule would begin about the top step in the present Micronesian
pay plan and end about the beginning step of the comparable grade in the
General Schedule. The new schedule D should have not less than six steps
nor more than ten. For example, GS-9 grade is equivalent to C-1 grade in
Micronesian pay plan. The beginning step for grade D-1 in the proposed
schedule D would start at Step 2 of C-1, i.e., at $3,265 per annum, and
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would increase annually to a top step which is the beginning step of

GS-9 in the GS scale, i.e.; to $6,675 per annum.

It is intended that the plan would not only be a transitional schedule
but would also serve as an incentive for Micronesian employees, both
present and future, to obtain the neceszsary training to meet pro-
fessional standards. Admission to the plan therefore should be based
on a rigid examination and qualification system. No admission should
be made unless the entrant has met every qualification standard require-
ment in the Federal service for comparable grades. The use of experi-
ence in lieu of acederc =redits for grading entrants should be tightened
as much as possible. The new plan would also be used for promotion of
persons with exceptional ability. A board should cconsider cases of
this type before the person is permitted to come under the proposed

pay schedule.

Second, action should eventually be taken to change the status of U.S.
employees from Federel to territorial employees depending on the avail-
ability of qualified Micronesian replacements and the anticipated
ability to recruit non-Micronesians without offering Federal employee
status. U. S. employees employed by the Trust Territory government at
the time of the change should be permitted to continue participating

in the Civil Service retirement system as long as they continue in the
employment of the Trust Territory. However, U. S. employees hired after
this date should participate in social security system and should not

be eligible for the Civil Service retirement system.
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Third, action should be taken to give Micronesians sick leave of 13 days
a year as a step toward integrating the two personnel systems. With
this additional benefit, the absence of a limitation on the accumulation
of annual leave is no longer justified Qnd should be replaced with a
limitation of 30 days. The interest of the Micronesians in the establish-
ment of a group life insurance plan should also be explored. Finally,
since the level of premiums for the U. S. health benefits program is
besed on & United States medical fee structure, it would not be appro-
priate to extend this program to Micronesian employees. The level of
fees for medical care in the Trust Territory and thg policy of pro-
viding medical care regardless of a person's ability to pay, lessen

the need for a special medical insurance program for Micronesian

personnel. When U. S. employees are no longer eligible for Federal

‘benefits as described above, it may be appropriate to establish a

medical insurance program open to all employees of the Territory.
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H. Judiciary

The President has delegated all judicial, as well as executive and
legiSlative, authority for the Trust Territory government to the S;cre-
tary of the Interior. As noted earlier, in Department of the Interior
Order No. 2658, the Secretary has provided that the judicial authority
shall be independent of. the executive and legislative powers. The
order provides that judicilary budgets should be drawn up by the Chief
Justice and submitted to the Department of the Interior by the High
Commissioner. The latter is only given the function of calliné the
attention of the Department to any budgetary questions he may have.

All regulations bearing on the judiciary must have the prior approval

of the Secretary.

The orgenization, jurisdiction, and functions of the Trust Territory
Judiciary are detailed in the Trust Territory Code which provides for a
High Court, district courts and community courts. Except for the Chief
Justice and one Associate Justice appointed by the Secretery, the Jjudges
of those courts are Micronesians. Only two major problems were mentioned
to the Mission with respect to the territoriel Jjudiciary:

First, despite the language of the current Secretarial order, the budget
of the Jjudiciary has been subject to review and change by the High
Commissioner. The Mission recommends that the procedure called for in
-the order be adhered to and that the High Commissioner simply transmit
the Judiciary budget unchanged to the Department of the Interior together
with any comments he may wish to make.
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Second, cases decided by the territorial Judiciary may not be appealed
to higher Federal courts. In effect, at present, cases that are decided
by the Trial Division of the High Court, which include cases appealed
from lower territorial courts, may be appealed only to the Appellate
Division of the High Court which includes the same judges as the Trial
Divigsion. That the arrangement does not give the appearance of a sound
appellate system is recognized by territorial judges, and the Chief
Justice has recommended that the Appellate Division be abolished and,
instead, that appeals go to the appellate division of the District Court
of Guam. The Department of the Interior is working on draft legislation
to accomplish this, and, as a result, provide a right of further appeal

through the Federal court system. The Mission endorses such action.

The Chief Justice also made several other recommendations to the Mission
which we would endorse: (1) the translation of the territory code into
local Micronesian languages and distribution of such translation to the
numerous non-English-speaking local court judges; (2) increased training
for Micronesian judges, trial assistants and other court employees by a
law professor serving on a contract basis or as a temporary territorial
employee; (3) increased legal scholarships; and (4) improved courthouse
facilities (which are provided for in the capital investment program
recommended in Part II, Section C). The Chief Justice has also indicated
8 need for a second Associate Justice. The Mission did not have the
opportunity to study this matter, but suggests that it merits serious
consideration in view of the workload of the present American Jjudges,
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communications problems which exist.
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APPENDIX A

LIST OF EXECUTIVE ORDERS, REGULATIONS AND AMENDMENTS TO THE TRUST TERRITORY
CODE _SINCE REVISION ON DECEMBER 31, 1959.

Executive Order No. 83 - Dated: August 9, 1960

An Order Establishing the Office of the District Treasurer and amend-
ing the Charter of the Palau District Congress, the Yap Island Congress,
the Truk District Congress, the Ponape District Congress, and the
Marshall Islands District Congress.

Executive Order No. 84 - Dated: December 23, 1960

Amendment of Chapter 6, Section 398 of Trust Territory Code extending
the offense of malicious mischief to include littering, and Section
406 clarifying the penalty for bigemy.

Executive Order No. 85 - Dated: December 23, 1960

Amendment of Section 661 of the Code of the Trust Territory concerning
requirement for citizens to obtain travel documents prior to departure
as prescribed by the High Commissioner.

Executive Order No. 86 - Dated: July 27, 1961 - to be effective September 27,
1961 '

Améndment of Emigration and Immigration Regulation No. 2, requiring a

valid International Certificate of Vaccination and indicating required
innoculations.

Executive Order No. 87 - Dated: July 27, 1961

Amendment of the following Sections of the Trust Territory Code:
Section 691 pertaining to application for license to marxy;
Sections 1305, 1309 and 1310 pertaining to eminent domain; and the
elimination of all reference to the Island Trading Company of
Micronesia wherever the same appears in the Code.

Executive Order No. 88 - Dated: September 18, 1961

Amendment of Section 577, Trust Territory Code, to lower the age require-
ment for school attendance.
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Executive Order No. 89 - Dated: October 11, 1961

Amendment of Chapter 15 of the Code of the Trust Territory concern-
ing Zoning of certain land by District Administrators and regulations
pertaining thereto.

Executive Order No. 90 - Dated: September 6, 1962

Amendment of Sections 249, 390, 430, 489, 814, 924, and 926 of the
Trust Territory Code - concerning issuance of Process; Arson,
Principals and Accessories; Process obligatory upon police; Rules
of the Road (Speed Restrictions); Office of Land Management; and,
Land and Claims Administrator; duties.

Executive Order No. 91 - Dated: May 18, 1962, to be effective July 1, 1962

Amendment of Chapters 3 and 4 of the Trust Territory Code, concerning
the territorial waters and the repeal of Section 39(g) of Chapter 3
and Section 151 of Chapter k4.

Executive Order No. 92 - Dated: November 27, 1962

Amendments and Additions to the Trust Territory Code concerning
Jurisdiction; Court Fees; Commitment of Insane Persons; Naturali-
zation; Simplified Procedure of settlement of estates of deceased
persons where the value of the personal property does not exceed
$1,000.00; "Delinquent Child" defined; Juvenile Delinquency Proceed-
ings; Liability of parent for acts of delinquent child; Registrar

of Corporations: duties; Charters; Use of the terms "Co-operative"
and "credit union"; Articles of Incorporation; Audit of Accounts;
General Application; Existing Corporations; and Violations enjoinable.

Executive Order No. 93 - Dated: March 4, 1963

Amendments and Additions to the Code of the Trust Territory concerning
Burglary; Reckless Driving; and ILocally produced handicraft.

Executive Order No. 94 - Dated: July 1, 1963 Approved by the Secrétary of
Interior on July 8, 1963

Revision of Chapter 10, Nationality, Emigration and Immigration -
Permission to enter or remain in territorial waters.
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Executive Order No. 95 - Dated: July 1, 1963 Approved by the Secretary
of Interior on July 8, 1963

Revision of Emigration and Immigration Regulation No. 2 concerning
entry of non-citizens into the Trust Territory.

Chapter IV, Board of Marine Inspectors' Regulation, Certificates of .
Competency - Dated: June 27, 1963 and approved by the HIgh Commissioner,
June 28, 1963, concerning Certificates of Competency to be issued
by the Board of Marine Inspectors for certain categories of
Merchant Marine personnel.

FOR UNITED STATES GOVERNMENT USE ONLY
(3)



FOR UNITED STATES GOVERNMENT USE ONLY

III-Ap-B

APPENDIX B
Department of the Interior Order No.

Subject:. Government of the Trust Territory of the Pacific Islands

Section 1. Purpose. The purpose of this order is to delimit the
extent and nature of the authority of the Government of the Trust:Territory
of the Pacific Islands (hereinafter called "the Trust Territory"), as it
will be exercised under thg Jurisdiction of the Secretary of the Inﬁerior
pursuant to Executive Ordgr_Nb. 11021 of May T, 1962, and to prescribe the
manner in which the relationships of the Government of the Trust Territory
shall be established and maintainea with the Congress, the Department of
the Interior and other Federal agencies, and with foreign governments
and internationél bodies.

Section 2. Executive authority. (é) The executive authority of
the Government of the Trust Territory, and the responsibility for carrying
out the international obligations undertaken by the United States with
respect to the Trust Territbry,_shall be vested in a High Commissioner
oflthe Trust . Territory who shall be appointed by the Secretary, and shall
be exercised and discharged under the supervision and direction of the
Secretary.

(b) The relations of the Government of the Trust Territory with the
Congress of the United States on all legislative mgtteré, including

appropriations, shall be coqdﬁéted through the Dépaftment of the Interior.
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(e¢) With freedom to consult directly with the Secretary when
necessary, the High Comﬁissioner of the Trust Territory shail normally
communicate with the Secretary of thé Interior through the Director
of the Office of Territories. The High Commissioner shall be responsi-
ble for all United States property in the Trust Territory which is
required for the opér&tion of the Govermment of the Trust Territory
and to which the Departmgnt of the Interior has custodial title or
which it may use under permit. The High Commissioner shall perform
such other functions for the Deparfment of the Interior in the Trust
Territory as may be delegated to him by the Secretary.

(d) Initial contact by the Government of the Trust Territory
with Federal agencies outside the Department of the Interior on
other than routire matters shall be established through the Office of
Territories of the Department of the Interior. Onee the relatidnship
has been established, direct contact between the Government of the Trust
Territory and the Federal agencies’concerned may be maintained énd the
Office of Territories kept informed of significant developments in the
relationship. Federal agencies should be encouraged to extend their
normal Federal services and assistance to the Trust Territory whenever
practicable, and the Govermment of the Trust Territory shou;d be reim-
bursed for services it performs for other Federal agencies.

(e) Communications of the Government of the Trust Territory with
foreign governments and international bodies shall be cleared through

the Department of the Interior for transmittal by the Department of
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State, unless some other procedure is approved by the Secretary of the
Interior.

(f) In exercising‘his authority the High Commissioner shall obtain
prior Secretar;al approval of any significént deviation from the budget
Justification éresented to the Congress, any expenditures from local
revenues beyond the ;mount‘estimated in the budget Jjustification, and
any significant transfer of funds between programs or between adminis-
tration and construction funds.

Section 3. Legislative authority. The legislative authority of
the Government of the Trust Térritory shall be vested ih the High Commis-
sioner of the Trust Territory and shall be exercised and discharged
under the supervision and direction of the Secretary. The High Commis-
sioner shall obtain Secretarial appfoval of any proposed new law or
regulation or any proposed amendment to an existing law or regulation,
except in the event of an emergency in which case the law or regulation
or amendment thereof may be promulgated by the High Comm;ssioner but the
Secretary's approval shall be obtained as soon thereafter as possible.

Section 4. Judicial authority. (a) The judicial authority of
ihe Government of the Trust Territory shall be vested in a High Court
for the Trust Territory of which the Secretary shall appoint the Chief
Justice and the Associate Justice and such other courts as may be estab-
lished pursuant to law. The judicial authority shall be independent of
the executive and legislative powers. Budgetary requests for the terri-

torial Judiciary, with supporting justification, -should be drawn up by
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the Chief Justice of the Trust Territory and submitted for the approval
of the Department of the Interior by the High Commissioner of the Trust
Territory as a separate item in the annual budget for the Trust Territory.
The High Commissioner should call the attention of the Department to any
question which he may have regarding the budge£ for the Judiciary.
Regulations bearing on the organization or operation 6f the Jjudiciary
shall be submitted to the Secretary of the Interior for approval prior

to issuance.

(b) The Solicitor of the Department of the Interior is authorized
to exercise all the power of the Secretary of the Interior respecting
decisions of the territorial Jjudiciary.

Section 5. Prior orders. Department of the Interior Order No. 2658
of August 29, 1951, and Department 6f the Interior Order No. 2812 of
April 6, 1956, insofar as it pertains to the Trust Territory, are hereby
superseded.

Section 6. Existing laws. Existing laws, regulations, orders,
appointments, or other acts in effect immediately prior to the éffec-
tive date of this order shall remain in effect until they are superseded

pursuant to the provisions of this order.
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April 21, 1965

OFFICIAL USE ONLY

MEMORANDUM FOR HOLDERS OF NSAM NO, 243

SUBJECT: Survey Mission for the U. S8. Trust Territory of
the Pacific Islands

The Survey Misslon for the U. S, Trust Territory of the Pacific
Islands, having completed its assignment and there being no
continuing need therefor, is formally terminated effective
immediately in accordance with the Prepsident's wish that all
unnecessary interagency committees and task forces be termi-
nated.

McGeorge Bundy
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the saministration of the Trust Territory. The Task Force, consisting
of representatives of the Departments of the Interior, Defense, State
and Health, Education, and Welfare and observers from the NSC and Bureau
of the Budget, has considered and reccrmended several steps for greater
aid to the area which are embodied legislation (H. R. 3198) now pending
in the Congress. It also proposed the sending of a survey mission

to the Trust Territorﬁr to conduct a more thorough study of the area's

mejor problems.

3. The Mission's formal instructions from the President (through
NASM No. 243 of May 9, 1963) were to survey the political, economic
and social problems of the people of the Trust Territory and to make

recommendations leading to the formulation of programs and policies

for an accelerated rate of development so that the people may make an

informed and free choice as to their future in accorda.ncé with United

States responsibilities under the trusteeship agreement.

4, In addition to its formal instructions, the Mission was advised

by the Task Force before departure that: (a) United States military
and strategic interests require the continuing and permsnent control
of Micronesia, primarily to deny the area to other powers; (b) the
United States probably has only five to seven years before United
Nations® pressures compel the holding of a plebiscite leading to the
termination of the trusteeship; and (c) therefore #:has been determined
that the primary United States objective is to get the people of Micro-

nesia to vote for permeanent affiliation with the United States in such

B IR . e
a plebiscite. — e LA
Bl ad b m woant oz 1L
e o
- i | ]
- N P






Ce

[EEP R S

—_— DA ey |
Ui st b T~
n.sa,:'..wﬁih v

~ 3

What actions need to be taken to improve the relation-
ships between the current Trust Territory government and
Washington and to insure that it can implement any
necessary political strategy and development program with

reasonable efficlency and effectiveness.

2. The Mission's findings and recommendations on these three sets of

questions correspond to Parts I, II and III of its report. Those

recommendations sum up to an integrated master plan which, if accepted,

would provide guidelines for Federal action through fiscal year 1968

to secure the objectives of:

-

be.

Ce

Winning the plebiscite and making Micronesia a United
States territory under circumstances which will: (1)
satisfy the somewhat conflicting interests of the
Micronesians, the United Nations and the United States
along lines satisfactory to the Congress; (2) be appro-
priate to the present political and other capabilities

of the Micronesians; and (3) provide sufficient flexibility
in government structure to accoammodate to whatever measure
of local self-government the Congress might grant to Micro-
nesia in later years.

Achieving rapidly, minimum but satisfactory standerds of

living in Mocronesia.

I_Ra:i.s:!.ng cash incomes through the development of the

current, largely crop-gathering subsistence economy.
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traditional clan chiefs, the educated younger bureaucracy working in
the .'l‘rust Territory government and the small but powerful group of
businessmen operating trading companies. These groups are aware that
their political future is still to be resolved, but even they generally
shy away from actively concerning themselves with it. The reason lies
in their belief that: (a) they cannot stand alcne now and that ‘
independence, even if they want it, is so far distant that meaningful
consideration is not practical; (v) there has been no indication from
the United States of an alternative to independence--they do not know.
that the United States may desire affiliation; and (c) even if affilia-
tion were possible, the prospect creatgs feelings of uncertainty and

insecurity that they would rather not face.

4, These insecurities arise from general ignorance as to what
affiliation means and what it would do to their lives as they know them
today. The more important of the traditional chiefs are especially
concerned whether "coming under United States laws" would invalidate

the present restrictions against non-Micronesians owning land and
vhether it would affect their complicated communal land-tenure systems
on which their social organization and customs and the chiefs! powers
are based. The merchant businessmen, even though they want more .
economic development, react against the prospect of a flood of American
businessmen with whom they believe they cannot compete. The Micronesians

in the government bureaucracy are less fearful of permenent affiliation
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but they also share in the general concern among the political elite
that they don't want to be swamped by Americans and lose their status
"as the Hawaiians did."

5. On t}'xe other hand, there is a sophisticated awareness among &
goodly number of the Micronesian elite that their own interests are
not best served by the United Nations trusteeship simply because, as

a provisional non-permanent arrangement, it perpetuates the excessive-
ly dependent psychology and habits of a people who have been handed
around zmong four major powers in the last 65 years. There also
appeers to be an unexpressed but fairly widespread and awakesable
emotional feeling among these more sophisticated Micronesians that
they want an "identity" and a permenence of status that is not compat-

ible with the implied impermanence of the trusteeship.

6. Ancther disadvantage of the trusteeship is its protective and
custedian nature, a carryover from the philosophy of the League of
Nations mandates, which is not fully compatible with the more recent
emphasis on modernization and more rapid development of peoples under
trusteeship. Most policiés which try to be both development-minded
and protective do not seem to do a good job of elther. However, a
conflict between develorment ob.jectiyes and protective attitudes
characterizes the current administration of the Trust Territory.
Although it has become fashionable for Ame;'ican' officials connected

with the Trust Territory to discleim any desire fo maintain an
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constructed and maintained extensive public works in the area. For
the outcome of the plebiscite to be favorable, the Mission believes
there must be an effective capital investment program before the

plebiscite to give the Micronesians a sense of progress to replace

the deadly feeling of economic dormancy.

8. While more than 95 percent of the budget of the Trust Territory
government is financed by the United States and the importance of
those funds in influencing a favorable plebiscite result is obvious,
the impact of United States funds has been lessened by: (a)
considerable feeling among Micronesians bureaucrats that a large

pert (actually over $2 million) is speﬁt on high salaries for United
States personnel in Micronesia; (b) numerous complaints about, and
dissatisfactions with the competence of the Trust Territory government
(one district congress advised the Mission that, despite area needs,
they did not want zore United States funds if they were not “properly
administered by real experts who should be brought in*); and (c)

some belief that United States ald results only from United Natioms
action and that Micronesia might not do as well as a United States

territory.

- 9. The Trust'Territory government gets good marks from the Micronesians,
however, for its genuine fostering of democratic civil liberties and
increasing the participation of Micronesians in various levels of

local government (a2 territorial advisory council, six district







12

the raintenance of traditional policies, and land and social customs.
Within some distriects, especially Yap and Pomape, there is the
additional complication of the outlying island groupings resenting
the dcmination of the islends nearer to the district centers. This
situation requires the most carefully impertial handling by the
United States in the period before the plebiscite and the avoidance
in the plebiscite of questions of special interest to particular
districts, such as "union with Guam" which is an issue in the Marianas.
It also creates the need fér the right mix of political compromises
in the organization of the territorial legislature. (The Mission's
report, in Part I, identifies for each district the particular issues,

political groupings and key people of importance in that district.)

11. The Mission has no difficﬁlty in concluding that there is little
desire for independence in the Trust Territory. It would go so far
as to say that even if a2 pleﬁiscite were held today without prepara-
ticn, the total vote for independence would probably be only from

2 to Slgercent. The Mission also concluded that there is no hard
core cf feeling against permanent affiliation with the United States
but, as described earlier, an inchcate insecurity ameong a substantial
numper of the elite that can be allayed only through certain actions

recommended below.

12. The Mission recommends that the plebiscite be held in 1967 or
1968 because:
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14. The Mission recommends the following steps as part cf the overall

program to achieve our plebiscite objective and at the same time

promote the longer run political development and general advancement

of the Micronesians:

2.

A qualified American should be appointed in each of the

six districfs to develop and maintain continuous liaison
with the various leaders of the three politically critical
groups. His main Job would be to develop, in a gradual

way, interest among these people in his district in favor

of permanent affiliation by supplying the information needed
to elirinate their ignorance and allay their fears as to
what the affiliation would entail, as well as its advantages.
He could also administer useful adult education and United
States and world information programs, as well as the local
radio programming now handled by the district director of
education. These six information officers, in ﬁhose recruit-
ment United States Information Service should cooperate,
would a2lso have a regular political reporting function so
acutely lacking at present, possibly in direct contact with
the State Department. .

Washington should facilitate the general development of
Micronesian interest in, and loyalties to, the United States

by various éétions, three of which are:

1
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(1) Sponsorship by the Department of State of Micronesian
leader visits to the United States.

(2) Introduction in the school system of curriculum chenges
and patriotic rituﬁls recommended in section of the
Mission report on education.

(3).Increasing tﬁé'number of college scholarships offered

 to Micronesiaﬁs, a highly sensitive issue in the Trust

Territory.

The Commﬁnity Action Program by the 60 Peace Corps Volunteers
recommended in the Mission report should be begun because it
is of critical importance to both the plebiscite attitudes
and the overzll advancement of the majority of Micronesians
living on islands outside the district centers. ihe program
as recommended (which excludes use of Peace Corps Volunteers
as teachers in the school system) and the realities of
Micronesian needs contain all the probabilities of a specta-

cular success for the Peace Corps.

Preparations should be taken to offer Micronesian government

employees and other wage earners two specific inducements

t0 seek affiliation with the United States. First, Micronesian

and United States personnel pay scales should be equalized.

Since discrimination exists only in the professional and
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negotiation and would reguire ccnsistent pressure. However, the
payoff would be a substantial reduction in the need for appropriations
as these deficit areas came to stand more and more on their own feet.
(Part II of the Mission report includes recommendations for immediate
action to develop the economic interrelationship between Guam and

the Trust Territory.)

The even more distant problem of what ultimately, if anything, could
or should be done with the unified territory of Guam and Micronesia

is at present too much in the realm of clouded crystal tall gazing.
Incorporation as a county into the S‘l}a.te of Hawaii ‘qas been suggested
in various places, and the Governor of Eawail apparently feels that

it is very much a possibility, but the Guamanian and Micronesian
leaders' long-run political speculations definitely do not contemplate
this degree of absorption and loss of political independence. Further-
more, <The ultimate status of this territory may very well not be
decided separately but as part of a general solution devised by the

United States for all our remeining territories.
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Part III. Admipistration in the Trust Territory

1l. Tre Mission regrets to report that a zajor obstacle to the over-
all development of the Trust Territory is the creaky functioning of
the cuasi-colonial bureaucracy in the Trust Territory govermment.
Unqualified Amnerican officials with remarkably long periocds of bureau-~
cratic longevity, meny from the days of Navy military government, are
more the rule than the exception. There is a real and vresent danger
that ircreasasd appropriations by the Congress will not be used with
maximem effectiveness and that the Trust Territory Govermment cannot

implerent the programs neseded in the area. Increased numbers of

by too many derartment heads in too mexny cases to constitute the needed

"expansion of programs’.

2. The Missicr believes that a rew arzproach to territorial administra-
tion is required if the Executive and the Congress want results. This
should be the coasciocus effort vo utilize the services of other Federal
agencizs or to contract out the implerentzation of the new and expanded
programs recormended in this report. Zased cn its survey the Mission
is convirced that results will be quiciker and the over-all and long-run
costs of such a policy cheaper. For exazple, the Mission recommends
that the recruitment of American teachers be provided for through a
contract with the State of Hewaii, that the provision of American
physicians be contracted for with "liedico"”, that a pfivate consuiting

organization provide advisory services in connection with the
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they have no real operating authority delegated to them, nor are they

pernmitted to deal directly with their district counterparts nor with
the district administrators. Iurthermore, it is alleged that the
district administrators frequently alter professicnal technical
policies and programs. The Mission believes that in the interests

of better administration of both the pre-plebiscite "master plan' and
the particular nature of the post-plebiscite territorial govermment,
that the delegation of powers by the High Commissioner to nhis department
heads be permanently clarified. The headquarters department directors
should bg given true line responsibility, beginning with Deprartments
of Education, Eealth and Agriculture, and a management specialist
should bte sant to the Trust Territory to spell ocut the specific steps

to accoxplish this objective.

4, Budgetirg in the Trust Territory government is simply a means of
setting a ceiling on expenditures rather than a planning mechanism
througn vhich programs are developed and cerried on' effectively. There
.are nuzerocus and serious deficiencies in both budget formulation and
ex_ecu‘tion, e.nc. the accounting of expenditures. The Mission recommends
various specific measures among which are reguiring the full funding
of comstruction projects starting in the FY 1965 tudget and separate
accounting for business-service operations including payment for such

services as it receives.

5. Due to the long supply lines back to the United States and in-
adéquate funds, the Mission found serious supply deficiencies (par-

ticularly in medical supplies and spare parts) at various points
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9. The policy and administrative relationsaip between VWashington,
especially the Cepartment of Interior, and the Trust Territory
government must be sharply improved. There nhas been, on the part

of Vashington, toth insufficient guidence as to new policies and pro-
grza osjectives and a lack of review in deptz of the Trust Territory
government's administrative implementation of them. A major reason
seems to have been the tradition of treating the Trust Terrifory |
government somewnat as a sovereign foreign govermment. Tris is in
the Mission's opinion an unnecessary and inadvisable interpretation
of the administering power's role in the Trust Territory. One im-
portant example of these deficiencies is the lack of familiarity by
many high officials in the Trust ‘I’eri'itory with IUASH 145 and the
marked failure of that Presidential policy statement to hé.ve sufficient
impact on Trust Territory govermnent policy. To correct the general

problen, the Mission recommends:

a. Thae Task Force created by NASM 145 should centinue up through the
plebiscite as a orogram and policy advisory groud to thz Secretary of
the Interior. Taey should be involved in the a2dopntion of a "master
of priority Trograms and pericdic review in Washington of the

tregress of these trograms as well as approving eny later modifications.

b.. Annual visits of an evaluation team to the Trust Territory to
ascertain by field inspections that the "master plan" is being im-
plemented in accoxrdance with the terms of reference approved by

Washington. The team should serve the Secretary of the Interior,
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out the Task Force might aid the Secretary of the Interior in nominating
the membership of the team, and should of course have full access to
the revort of the team for such action as it considers appropriate. If
the team's annual visits were to coincide with the Trust Territory
goverrment's budget formulation, it would further insure the implementa-
tion of the '"master plan"” ard would facilitate the more intensive bu&get

exemination by Interior that is needed.

c. The High Commissioner should be appointed by the Secretary of the
Interior rather than the President partially because of certain legal
ancmalies involved in the position being filled throcugh a Presidential
appointzent, but primarily to focus responsibility on tke Secretary

for the continuing guidance of the administration of the Trust Territory.

d. The Secretary of Interior should issue an order clarifying the
exact powers delegated to the High Commissioner and those reserved to

the Secretary ir accordance with the draft appended to the Mission rerort.












THE TRUSTEESHIP AGREEMENT FOR THE TRUST TERRITORY

Article 5. In discharging its obligations under Article 76a
and Article 84 of the Charter, the administering authority shall
ensure that the Trust Territory shall play its part, in accordance
with the Charter of the United Nations, in the maintenance of inter-
national peace and security. To this end the administering author-~
ity shall be entitled:

1. To establish naval, military and air bases and to erect
fortificatic -~ in the Trust Territory;

2. To station and employ armed forces in the Territory;
and

3. To make use of volunteer forces, facilities and assis-
tance frc the Trust Territory in carrying out the obligations
towards the Security Council undertaken in this regard by the
administering authority, as well as for the local defense and the
maintenance of law and order within the Trust Territory.
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