UNIT FIVE: MANAGING ISLAND DEVELOPMENT

GROWTH AND VALUES OF OUR
ECONOMIC SECTORS: CRITICAL
FACTORS FOR THEIR SUCCESS:
AND FUTURE PROJECTIONS

32. 1. GROWTH OF THE CNMI ECONOMY; RECENT PAST,
PRESENT, AND FUTURE

32. 1. 1. Introduction

Since 1970, many changes have taken place in the CNMI economy.
The establishment of our Commonwealth, with local rule under
the framework of the U.S. rule of law, occurred in 1978.

This change in government marked an increase in potential growth
here in the CNMI. Association with the United States and adoption
of the U.S. judicial system greatly improved the stability of the in-
vestment atmosphere in the Commonwealth.

Investors then could begin to depend on the U.S. system of justice
and laws. They could depend on U.S. courts to resolve any dis-
putes that might arise. This improved both American and foreign
private investor confidence in the Commonwealth.

At the same time, direct air transport routes between Asia and the
CNMI were established. This has made Saipan, Tinian, and Rota
just a relatively short flight away from Asia. Asian tourists began to
come to the Commonwealth and this created a need for improved
tourist facilities.

In 1985, our Commonwealth opened up our economy to foreign
investors. This was the beginning of major development in the
CNMI. This was all happening during an economic boom period in
Asia which lasted through the early 1990s. The combination of these
factors resulted in a boom in the tourism industry here. A con-
struction industry boom resulted in order to provide tourism facili-
ties.

The development of our tourist industries greatly increased our
government’s tax revenues. This increase, combined with increased
U.S. federal government expenditures, allowed for a more stable
economic base. It also improved our facilities and infrastructure.
These events combined to create a significant economic growth
period throughout the late eighties and into the early nineties.

Political association with the United States and foreign investment
have played a significant role in the economic development of the
CNML

543



SMilliore

T

415K

B35 1986 G367 1933 198 TR0 1894 $95F 193] 193 3SR

Table 32.1: 1995 BGR revenues saw an increase of 55.6% over the
$1.4 billion figure reported in 1994.
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Table 32-2: BGR by sector. Amounts shown in millions of dollars.
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32. 1. 2. Trends in Economic Growth of Our CNMI

Economy at the time of this Book’s Writing
Our readers will quickly see that the year 1994 is often referenced
throughout this chapter. As in any economic analysis which looks
at growth or recession trends, a point of time reference is required.
Periods of economic growth and recession fluctuate, depending on
several influences.

This chapter’s author used 1994 as the principal reference year for
comparison purposes. Other years and facts are referenced as well.
Such dates are noted throughout our chapter.

We take this opportunity to explain that a focus on dates or an
update of current economic trends is not our intent here. We seek to
explain the processes, influences upon, applied strategies, and other
important considerations for the benefit of present-day students
who will soon be managing our economy.

Interested persons are encouraged to seek and obtain our latest
leading economic indicators. These are available upon request from
those CNMI executive and municipal agencies which have an in-
volvement with promoting, monitoring, and regulating our island’s
commerce. Making chart updates makes for a great class activity.

At the time of this book’s writing, the economy of the CNMI contin-
ues to experience a period of economic growth. The total business
gross revenues in 1995 were $2,260,000,000. This was an increase
of 55.6% over the $1.4 billion figure reported in 1994.

To put this in historical perspective, 1995 gross business revenues
were 2,322% larger than the $93.3 million in gross business rev-
enues earned in the CNMI in 1985.

Over the five years from 1990-95, the average annual growth in
gross business revenues was 7.86% per year. This all occurred de-
spite a downturn in the Asian economies.

32. 2. THE SECTORS OF OUR CNMI ECONOMY

32. 2. 1. Introduction

As mentioned, the total gross revenue reported for 1995 was $2
billion, 260 million. Total gross revenue has been increasing, as
shown in Table 32-1. This total gross revenue figure can be broken
down by economic sector.

We can see how much revenue was earned by each sector of our
CNMI economy. Table 32-2 presents a breakdown of the revenues
for the years of 1990-94. From this table, we see the changes in
revenues for each sector over this time period. Note that total rev-
enues decreased slightly between 1992 and 1993.

The construction industry was responsible for some of this decline,
as is evidenced by the fall from $105.9 to $87.4 million. Revenues
from wholesale trade also dropped during the period, as did rev-
enues from shipping.



Most of the decreases were offset by increases in other areas. How-
ever, when we judge trends in the economy over a long period of
time, it is important to look at two things.

We must examine the revenues of each sector, and the changes in
those revenues. While the overall growth trend may be upward, it
could still mean declines in some industries.

Several of the sectors listed in Table 32-2 make up the bulk of the
revenues of the CNMI economy. These include manufacturing, tour-
ism, and retail and wholesale trade. These sector revenues are criti-
cal to the CNMI economy. It will be helpful to look at each of these
sectors a bit more closely.

In addition, the fishing and agricultural sectors, though small by
comparison, are very important to our peoples and our culture.

32. 2. 2. Retail and Wholesale Trade

At the heart of any economy is the buying and selling of goods and
services. Economists refer to this as the exchange of factors of pro-
duction. Virtually every good or service produced uses these in-
puts.

The buying and selling of goods and services creates profits for the
suppliers in the intermediate and final markets. Intermediate fac-
tor market revenues are reported as wholesale trade.

This represents a huge component of any thriving economy. In the
CNMI, wholesale trade resulted in total gross revenues of over $125
million in 1994.

Even more impressive than the wholesale component of trade is
retail trade. The retail markets are the final markets of goods and
services. These are where we purchase the things we need and
want.

A few examples of retail markets include food, clothing, household
goods, transportation, and recreation. At the retail level, the final
price is paid by the consumer. That price includes all of the costs of
production and marketing at every intermediate market level.

Economists refer to these added costs, at each stage of production,
as the process of adding value to a product. Thus, the retail sale
contains all of the value added at each intermediate level of pro-
duction.

In other words, the price is highest in the retail sector. It can some-
times be double or even triple the price in the wholesale sector.
One would expect retail trade to be larger than wholesale trade in
an economy where many goods and services are consumed locally.
This is certainly the case in the CNMI.

Retail trade was $266.4 million in 1994. That figure is more than
double the $125.8 million figure for wholesale trade that year. The
two figures combined are $392.2 million for 1994.

It would be easy to conclude that the trade sectors are the largest
sectors in the CNMI economy. However, keep in mind that most of

Total:
£392.2 Millian

Wholesala
$125.8 Million

Retail \\'

$266.4 Million

Relative amounts of wholesale and retail trade in the CNMI in 1994.
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the other sectors create wholesale trade by buying inputs. Remem-
ber also that retail trade is composed of local income expenditures,
not only on final goods but also on tourist expenditures.

So, in an economy such as ours, everything works together. The
sectors depend on one another. Thus, anything that could adversely
affect the business revenues of one sector can affect the other sec-
tors as well. They can affect the overall economy by affecting the
trade sectors.

32. 2. 3. Manufacturing

In the last twenty years, manufacturing has become a major in-
dustry in the CNMI. The largest component of the CNMI manufac-
turing industry is the garment manufacturing sector.

This sector had over $250 million in gross revenues in 1994. In
1997, there were 46 licenses issued for garment manufacturing.
However, at the time of this book’s writing, only 24 garment manu-
facturing operations were active on Saipan.

Our garment manufacturing industry utilizes mostly imported la-
bor. Most of the wages earned by these guest workers returns to
their countries through remittances. In 1994, the industry paid
$62.4 million in wages.

The largest component of the CNMI manufacturing industry is the
garment manufacturing sector.

Most of the raw materials for this industry are directly imported by
the manufacturers. By doing this, they bypass local wholesale and
retail markets. Our government earns a user fee on the value of all
garments produced. This provided $13.9 million in tax revenues to
the CNMI in 1995.

Thus, the garment industry is a major part of our economy. At the
time of this book’s writing, this industry provides much needed tax
revenue for the provision of our essential government services.

In addition to garment manufacturing, there are some other small
scale manufacturing enterprises in the Commonwealth. These in-
clude such things as water production from reverse osmosis pro-

e cesses, and cement block making for the construction industry.
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Table 32-3: CNMl visitor arival by month: 1990 to 1995 jected this number to increase to between 1.1 and 1.4 million by

the year 2001. [Ed. note: This projected number has since been
adjusted downwards due to the Asian economic crisis, see below.]

Table 32-3 shows the numbers of visitor arrivals by month for the
period from 1990 to 1995. The table shows that, except for 1991,
visitor arrivals have been steadily increasing in virtually every month
of the year.
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The table also demonstrates that there is not really a particular
tourist season. However, December, January, and August are typi-
cally the most popular months for tourist arrivals.

We can also look at a table of tourist arrivals to get a clear picture
of how these have increased. Table 32-4 shows annual visitor ar-
rivals from 1980 to 1996. As you can see in the table, the annual
increases have been impressive.

Again at the time of this book’s writing, this trend in growth was
expected to continue. In fact, the CNMI Department of Commerce
had estimated that by the year 2001, visitor arrivals would be be-
tween 1.132 million and 1.417 million annually. If the expected
growth in tourism continues, it will continue to be our largest and
most important industry for many years to come.

To meet the growing needs of our tourist industry, development of
hotel facilities has expanded. In 1980, there were only 740 hotel
rooms. However, by 1994, 3,346 rooms were available.

If the visitor projections then proved to be true, between 6,950 and
9,100 rooms would have been needed by the year 2001. Even the
lower figure of 1.0 million visitors requiring 6,950 rooms by 2001
would have required that the then current hotel capacity be in-
creased. In fact, it would have had to have been more than doubled
to meet the projected increased demand for hotel facilities.

Of course, this real and projected expansion in tourism has made
it a very important industry in the CNMI. But, just how much of the
total revenue of our economy is from tourist expenditures?

Note that Table 32-2 does not have one specific entry for the tourist
industry. This is because the expenditures made by tourists ap-
pear in several revenue sectors.

Some portion of the revenues in the retail trade sector are from
tourism. Also, much of the $107.1 million in revenue for 1994 un-
der hotels and motels can be attributed to the tourism sector. In
addition, some portion of the $48.1 million in revenues earned in
1994 by restaurants and bars was due to tourism. Likewise was
much of the $10.1 million in transportation services.

Other sectors also earn revenues from tourist expenditures as well.
Thus, it is difficult to say exactly how much our tourism industry
is worth.

The CNMI Department of Commerce estimated that tourist expen-
ditures in 1994 were approximately $460 million. This makes tour-
ism our largest revenue-generating industry.

32. 2. 5. Agriculture and Fishing

The combined contribution of fishing and agriculture to the CNMI
economy is small when compared to some other industries. How-
ever, these industries are of great importance to our people.
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Table 32-4: CNMI visitor arrivals from 1980 to 1996

Expansion in tourism has made it a very important industry in the

CNMI.
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Table 32-5: CNMI Division of Fish and Wildlife calculations for

commercial fish catch and value, circa 1995.
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Table 32-6: CNMI Estimated Gross Island Product from 1978 - 1995
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In the agriculture sector, livestock farming generated $367,883 in
revenues in 1990. Poultry and egg sales totaled $12,115 in rev-
enues in the same year. A total of 4,513 cattle and 1,260 pigs and
hogs were being raised.

During 1990, 346 farms were in operation and these averaged 48
acres in size. Of these, 281 produced some crops, 36 produced
some cattle and 81 produced some poultry and eggs. In fairness,
we should note that the large land area of the MDC ranch complex
on Tinian, and the several 25 hectare ranches on Rota somewhat
skews our CNMI census-quoted per acre size figures.

In the fishing sector, total commercial fishing landings values were
estimated to be $938,584.47 in 1995. Table 32-5 shows the CNMI
Division of Fish and Wildlife calculation for commercial fish catch
and value.

We can see that reef fish harvest was the largest part of commer-
cial harvest with 171,123 pounds caught and a value of $383,315.52.
The next largest category is skipjack tuna with just over 116,519
pounds harvested for a value of $212,064.58.

32. 3. THE TOTAL VALUE OF THE CNMI ECONOMY

32. 3. 1. Gross Island Product

What is the total value of our CNMI’s economy? Well, we know that
the total gross business revenues in 1995 were about 2 billion,
260 million dollars.

However, gross business revenues over-inflate total economic value.
This is because the base value of a good is counted in gross rev-
enues several times, as value is added to it and as it is resold.

For example, if we run a barbecue restaurant, we purchase chicken,
beef, pork and other ingredients in order to make our barbecued
product.

When we purchase these ingredients, we pay the cost the supplier
paid for them. We also pay any markup for added value and profit
that the supplier charges. The supplier reports this as wholesale
trade gross revenues, a component of total revenues.

Now, we produce our product and sell it with some markup for our
capital, labor and supplies, costs of production, and profit. We re-
port that sale in our gross revenues. This ends up in the retail
trade revenues sector, also a component of total revenues.

So, the base cost to us, of all our production inputs, has already
been reported in total revenues, but we report it again when we
sell our final product.

Therefore, total gross revenues are not a good representation of the
actual value of the CNMI economy. What we really want to know is
the amount of value that is added to goods and services.

The value added is the total value of goods and services produced
in the economy and that is called the Gross Island Product, or
GIP.



GIP is a somewhat complicated figure to calculate. It is defined as
the total value of goods and services produced in the CNMI economy.
This includes government-operated power generation and water
production. It is not adjusted for annual inflation in prices.

Table 32-6 presents the Commonwealth’s Estimated Gross Island
Product from 1978-1995. The GIP rose steadily during the eighties,
as the economy experienced impressive growth. By 1990, GIP had
reached $500 million and, at the time of this book’s writing, is
approaching $600 million.

32. 3. 2. Wages and Salaries

In addition to GIP, economists often look at the total value of wages
paid in an economy as an indicator of economic health. Table 32-7
shows the total value of wages paid in the CNMI from 1980 to 1995.

As we can see, the value of wages has risen steadily over that time
period. However, the rate of increase was much more impressive
from 1988 onward. Total wages now approach $500 million dol-
lars. This number represents both private and government sector
wages.

To get an idea of how much each economic sector contributed to
these wage numbers, we can look at the wages paid by selected
private economic sectors.

Figure 32-8 shows a breakdown of private sector wages by economic
sector. By reviewing these numbers, we can see that of the $310.4
million in total private sector wages, the garment industry paid out
$72.96 million and was the largest single component of private
wages.

The retail trade industries were second with $46.52 million paid in
wages. It may seem odd that the hotel sector, a very important
sector in the tourism industry, paid only $19.83 million in wages.
However, this is because the hotel business is not as labor-inten-
sive as garment factories.

We can also look at the value of wages paid by the government
sector in 1995. Figure 32-9 shows that the wages paid by the CNMI
government in 1995 were $81.34 million. This value is larger than
the wages paid by any single private sector in 1995. This empha-
sizes that the CNMI government is one of the largest employers in
our Commonwealth.

32. 3. 3. Trade Balance in the CNMI Economy

The CNMI economy relies heavily on imported goods. Food items,
construction materials, fuel, and durable goods like automobiles
are all imported. So are many other goods.

We also export goods like garments and some of the income earned
in our tourism sector. It is interesting to know just how much we
import and export, and what our trade balance is.

Trade balance is the amount by which exports exceed imports. A
positive trade balance means that we export more than we import.
A negative trade balance means that we import more than we ex-
port.
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Table 32-7: Wages and Salaries from 1980 - 1995.

Total Wages & Salaries Paid
in 1995 by the Private Sector
(Amount in $Millions)

Wholesale, 3.

Banking &
Finance, 4.37

Hotels, 19.83

Petroleum, 0.23
Construction,

2087 All Others, 132.73

Ratail, 45.52

Garment
Manufacturing.
72,98

Figure 32-8: Beakdown of private sector wages by economic sector

Total Wages and Salaries Paid
in 1995 by Government (Federal & CHMI)

Total §154.3 Million
(Amounts in SMillions)

Federal 1.44  Retirees 18.97

Chbil Govwermment
B1.34

CRMI Autonomous
Agencies 52 58

Figure 32-9: Government Wages and Salaries - 1995

549



The CHMI's Teade Balince
AR S-1 385

Milinrs § r-

TERr (R URSE 0BT 1S vEED 1000 1R TG 0 1Ee TS

& Eapueis M bvjaes O Tradk Bolaado

Table 32-10: Exports, imports, and the balance of trade from 1985
through 1995.
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A negative trade balance might mean that the economy is too de-
pendent on imports. On the other hand, a positive balance is often
seen as an indication of economic health.

In the CNMI, we export large quantities of garment as well as tour-
ism earnings so our trade balance is positive. Table 32-10 shows
the levels of exports, imports, and the balance of trade from 1985
through 1995.

As we can see, exports have risen as the economy has grown. Im-
ports have also risen. However, exports have risen enough so that
the trade balance has increased slightly over the past several years.
This demonstrates the current strength of the CNMI exporting sec-
tors and their importance in our economy.

32. 4. CRITICAL FACTORS IN THE CNMI ECONOMY

32. 4. 1. Exchange Rates and the Strength of Asian Economies
Our economy depends heavily on how much it costs for travelers
from Asia to come here for recreation and business. These costs
depend on the value of the U.S. dollar relative to the various Asian
currencies.

For example, if the Japanese yen were to fall in value, relative to
the U.S. dollar, then Japanese investors and tourist travelers would
have to use more yen to buy each dollar. That raises the cost of
doing business here, as well as the costs for tourists.

On the other hand, if the yen increases in value, Japanese tourists
and businesses need less yen to buy each dollar. The actual rela-
tive price of a foreign currency in dollars is called the exchange
rate.

Exchange rates are set in large and very complicated international
money markets. These money markets rely on the supply and
demand model, and market price determination, to find the equi-
librium prices of currency.

The equilibrium prices set the exchange rates. As mentioned, ex-
actly how this happens is complicated. The exchange rates are of-
ten affected by the amount of money a country makes available
(monetary policy), their participation in the money markets (cur-
rency trading), as well as the foreign policy a country pursues.

For example, if the yen rises in value, Japanese businesses and
consumers can purchase U.S.-made goods and services more
cheaply. But, this also makes Japanese-made goods and services
more expensive for Americans to buy.

Since businesses and consumers on the U.S. mainland buy a lot of
Japanese goods, this increase in yen value may have a negative
effect on the U.S. economy. It raises the costs of buying Japanese
goods. However, a rise in Japanese currency value helps the CNMI
by promoting foreign investment and tourism.

If the U.S. decides to combat a rise in the yen, it could purchase
U.S. dollars in the foreign currency markets in order to reduce the
supply of dollars. This would drive the price of dollars up.



If the U.S. did this, it would improve things for mainland USA.
However, it would make matters worse for the CNMI by raising the
costs to the Japanese investors to do business here. Likewise it
raises costs for tourists.

In summary, we are affected greatly by exchange rates but we have
no control over them. We may even be harmed by policies that help
the U.S. mainland economy.

32. 4. 2. Environmental Health

Tourism is a very important industry in the CNMI. Many tourists
come here for our warm climate, clean waters, coral reefs, and golf
courses.

What would happen if the beaches became fouled with trash and
sewage? Would tourists want to come here to visit dirty beaches?
Would they come to swim and SCUBA dive in dirty water?

What if sedimentation from uncontrolled development of home-
steads and golf courses killed our coral reefs? What if nutrient pol-
lution from quarrying or farming operations killed them? Would
tourists want to come here to dive and see dead reefs, with few if
any fish?

Clearly, we must carefully balance the health of our environment
with our desires for economic development. We must build up our
infrastructure to handle the power, sewage, garbage, and water
needs of our growing tourism sector. The health of our environ-
ment AND our economy depend on it.

Another aspect of environmental health is the effect it has on our
people. Many of us depend on fish from the reefs and ocean to help
feed our families. We also depend on fish for festivals and ceremo-
nies.

What would happen if the environment were not protected or if the
commercial harvesting of fish were not controlled? It is very pos-
sible that there would not be enough fish to meet our needs.

Although this is not a huge part of our overall economy, it is very
much dependent on the extent and type of economic growth we
support. We must be careful and not develop our islands in ways
that harm the things that are important to our way of life.

32. 4. 3. Business Laws and Local Controls

As mentioned, one of the primary reasons that the economy of the
CNMI has grown so rapidly since 1985 was the applicability of the
U.S. rule of law in the Commonwealth. Another important factor is
that the CNMI has enjoyed local control over minimum wage and
immigration.

To date Commonwealth leadershave intentionally held wages down.
This has promoted the development of industry. Theyt have also
encouraged and allowed immigration of many guest workers to pro-
vide the labor needed to develop industry.

Another key factor in our economic development has been the will-
ingness of our government to lease out large amounts of public

1
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land to private foreign investors. This is done for the purposes of
building hotels, resorts, and golf courses to promote tourism.

While the U.S. rule of law is likely to exist permanently, local con-
trols over wages and immigration are currently under attack. At
the time of this book’s writing, some of the leaders of the U.S. gov-
ernment are asserting that the CNMI policies are not in keeping
with the values of the U.S. and its people.

Loss of immigration and wage controls could cause drastic changes
in the garment and tourism industries in the CNMI. If a higher
minimum wage were mandated, the garment industry might choose
to relocate to other countries where wages are cheaper.

Another area of concern is the decreasing quantity of public land
available for development, particularly on Saipan. As we develop
more and more of our land, there is less and less available for any
new developments.

This could mean that growth in the local economy would slow down.
It could also mean that the costs of development could rise due to
the resulting land shortage. This would probably cause increased
development on Rota and Tinian. It may even promote develop-
ment of some of our northernmost islands.

32. 4. 4. Access to U.S. Markets

The CNMI-US Covenant agreement, along with Headnote 3(a) of
the U. S. Customs Tariff Schedule, permits duty-free access (see
below) for certain qualified goods produced in the CNMI to U.S.
markets.

This access has been a great benefit to the Commonwealth be-
cause certain of the goods made here, including garments, can be
labeled Made in the USA.

Other nations, such as Japan or China, do not have easy access to
U.S. markets. Therefore, they cannot sell their goods without pay-
ing a fee called a tariff. Another term for a tariff is a duty. Loca-
tions without tariffs are known as duty-free areas.

The actual amount of the tariff depends on the type of good being
imported into the U.S. It can be as much as ten percent of the
Large amounts of public land are leased to private foreign investors for value of the product.

large projects such as golf courses.

Since manufacturers here in the Commonwealth do not have to
pay those fees, they can be more competitive than manufacturers
in other countries. This competitiveness is a great benefit to the
economy of our Commonwealth. This is especially true when our
tariff-free status is combined with our local immigration and wage
control.

Access to the U.S. markets is likely to continue for the foreseeable
future. Our benefit from that access, however, could be reduced if
other countries are given similar access.

Mexico and Canada are currently being given greater access to U.S.

markets under the North American Free Trade Agreement
(NAFTA). Under this agreement it is very possible that Mexico,
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which has a low minimum wage, could become as competitive as
our Commonwealth is as a manufacturing location.

This could greatly affect the garment industry in the CNMI. Mexico
might attempt to lure some garment makers away from here in
order to set up businesses there.

US laws applicability and US court access for redress of business
grievances thus become even more important as we compete with
Mexico for business investment. At the time of this book’s writing,
to move or not to move? is the question our garment businesses
face.

Obviously if Mexico’s luring attempt were successful, this would
have a negative effect on our economy. So, while access to U.S.
markets is important for our competitiveness, the access granted
to other countries is just as important. The granting of access to
US markets to foreign countries is, once again, largely out of our
control.

32. 4. 5. Projections for the Future of Our Economy

We have discussed the changes of our economy which occurred
during the 1980-95 period. We have seen how revenue and wages
grew during this time. We have also seen how our largest industry,
tourism, has grown and is expected to continue to grow.

However, can we expect this growth to continue? This is a difficult
question and the only answer that can be given is that it depends
on many things.

Our tourism industry, and its expected growth, depends on the
economies of Japan, Korea, China, and other Asian nations. If these
economies slow down, we would see a drop in tourism that would
limit the ability of our tourism sector to grow.

[Ed. update note: Our described economies here indeed suffered
just such a slowdown, labeled by many as a major meltdown in late
1997, due to the Asian economic crisis. The author’s projected tour-
ism slowdown effects are being felt at the time of this book’s edit-
ing and layout].

If the U.S. were to pursue exchange rate policies that make it more
expensive for Japanese and Korean tourists to come here, this too
could negatively effect tourism growth.

We know that it is true that tourists like a clean and healthy envi-
ronment in which to enjoy their visit. If we do not protect our envi-
ronment, then tourism might decline further. In fact, growth in
tourism could actually damage our environment if we are not very
careful and protect it.

Growth in the tourism sector is likely to be a requirement for our
overall economic growth in the coming years. This is because many
businesses involved in retail and wholesale trade depend on tour-
ist expenditures. Whether or not growth will happen depends on
many things.

Tourists like a clean and healthy environment in which to enjoy their
VISIL.
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We also depend heavily on our garment sector for large portions of
government revenues. The garment industry located itself here
because of our low wages, our local control of immigration, our
duty free access to U.S. markets, and our ability to easily ship prod-
ucts through our seaport.

If any of these beneficial conditions were changed in ways that did
not provide for the basic needs of our garment industry, we would
likely see this industry relocate itself out of our Commonwealth.

If this were to happen, we would certainly see a significant loss of
government revenues. This, in turn, could potentially affect the
ability of our government to provide essential public services.

To protect these vital services, the government might then be forced
to increase taxes to make up for the lost revenues. This, by raising
the costs of doing business, could hurt our economy. So, growth in
our economy will also depend on what happens with our garment
industry.

Only time will tell.

[Ed. update note: At the time this book is going to print, many gar-
ment factories are closing and tax revenues are dropping dramati-
cally. Another Federal/International trade agreement, the General
Agreement on Tariffs and Trade (GATT), has indeed made it far
cheaper to manufacture garments in other countries, particularly
China and India. Our Commonwealth is significantly cutting its
government operations and is furloughing government civil ser-
vice and contract personnel.]



