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1 The three manpower agencies had provided 124 nurses to the CHC as of September 30, 2002.

EXECUTIVE SUMMARY
Hiring of Nurses Directly by the Commonwealth Health Center 
Versus Contracting Through Manpower Agencies 
Report No. AR-03-06, dated August 19, 2003

Summary This report presents the Office of the Public Auditor’s (OPA) evaluation of nurses provided to the Department
of Public Health’s Commonwealth Health Center (CHC). The evaluation’s objective was to determine whether
CHC’s practice of using manpower agencies to hire nurses saves the Department of Public Health and the
Commonwealth of the Northern Mariana Islands (CNMI) money without compromising patient care. As of
December 31, 2002, three manpower agencies had provided CHC with 126 of its 209 nurses and CHC had
directly hired the remaining 83 nurses. 
 
OPA found that the hiring of nurses through manpower agencies is less costly than the direct hiring of nurses.
However, continuing the current practice of contracting with manpower agencies rather than directly hiring
nurses will perpetuate other problems, most notably the difficulty in retaining qualified nurses. More specifically:

• if CHC were to convert the 124 nurses1 provided by  manpower agencies to direct hire status, it would
incur an additional estimated $1.5 million annually, or about 37 percent more than it is currently paying
manpower agencies.However, assuming that most non-resident direct hires would elect not to be a part
of the CNMI’s retirement system, the CNMI could substantially reduce this additional cost to about $.7
million by converting all CHC nurses on board to direct hire without retirement benefits. As retirement
fund membership is currently mandatory, the CNMI would need to amend legislation to make retirement
fund membership optional.

• if CHC were to directly hire National Council Licensure Examination (NCLEX) licensed nurses with
five or more years of  experience (those at the top of the pay scale),  CHC would incur an additional
estimated $2.6 million annually, or about 64 percent, more than it is now paying manpower agencies.
Likewise, assuming that most non-resident direct hires would elect not to be a part of the CNMI’s retirement
system, it could substantially reduce this additional cost to about $1.6 million by converting  all CHC  nurses
on board to direct hire without retirement benefits, again provided legislation was amended to make
retirement fund membership optional.

Analysis

Assuming 
Direct 

Conversion
of Current 
Manpower 

Nurses

Assuming CHC 
Hires Nurses with at 
Least an NCLEX and 
5 Years of Experience 

in Lieu of Current 
Manpower Nurses

Cost of Direct Hiring $5,587,311 $6,693,472

Less: Cost of Current Manpower Contracts   4,075,300   4,075,300

Additional Annual Cost to Fund Direct Hires  $1,512,011  $2,618,172

Percentage Increase in Current Costs 37% 64%

Less: Employer’s Retirement Contribution
         Required Under Law

801,757 1,009,457

Adjusted Annual Cost Increase Under
Direct Hiring Net of Retirement Contribution

$710,254 $1,608,715
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Adjusted Percent Increase in Direct Hiring Cost 
Without Required Employer’s Retirement Contribution 

17% 39%

Manpower agencies offer lower salaries and benefits than nurses hired directly by CHC receive, resulting in
greater nurse turnover among manpower nurses ,which, according to four of six  of CHC doctors interviewed,
has adversely impacted patient care. OPA found that direct hire nurses stay in the CNMI for a considerably longer
period than do manpower nurses, resulting in less turnover. The average length of employment of direct hire
nurses employed by CHC was 108 months while manpower nurses  average only 28 months. CHC is constantly
being forced to rebuild its nursing staff with inexperienced manpower nurses who arrive to replace those leaving.
Most manpower provided nurses use their CNMI job as a stepping stone to the United States (U.S.) and other
countries. Data obtained indicates that once nurses obtain the NCLEX certification needed to practice in the
U.S., most seek jobs elsewhere because their current salaries are not competitive with compensation they can
obtain elsewhere. 

OPA found that many manpower provided nurses would likely stay at CHC if they were paid pay and benefits
comparable to direct hire nurses; likewise many former manpower nurses, now in the U.S., would possibly return
to the CNMI.  More specifically, over 90 percent of the manpower nurses interviewed stated that they would
remain at CHC if they were converted to direct hire status with appropriate salary increases and a benefits package
similar to that provided to direct hires. 

While there are no easy answers, it appears that the direct hiring of non-resident nurses would allow CHC to
retain nurses and thereby help improve patient care. Although the CNMI continues to face a fiscal crisis, it cannot
afford to let the health care system deteriorate. In the end, nursing experience and continuity in service, and
their impact on patient care, cannot be discounted when analyzing the costs of conversion.  However, because
the present environment of financial austerity cannot be ignored, one solution may be to convert back to direct
hire of nurses over a period of time.

The Acting Secretary of Public Health had no comments on this report other than to state that this issue was
of great importance to the department and the community as a whole.

Two of the three manpower agencies,  however, provided comments. One agency advised that the Department
of Public Health needed to find a compromise solution to resolve disparities and inequities at hand. It contended
that CHC would have difficulty in retaining qualified nurses even if it hired them directly and if they were equally
compensated. The other agency stated that more than a small pay increase was needed if CHC wanted to hire
and retain  qualified nurses. Further, the agency stated that CHC could improve its patient care if it improved
its communication and relations with manpower companies.
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1 CHC is the Commonwealth of the Northern Mariana Islands’ primary health facility under the
Department of Public Health. In this report, OPA refers to CHC as the contracting entity for nurses, although
technically the Department of Public Health contracts for nurses.
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Dr. James U. Hofschneider
Secretary of Public Health
P.O. Box 500409 CK
Saipan, MP 96950

Dear Dr. Hofschneider:

Subject: Hiring of Nurses Directly by the Commonwealth Health Center
Versus Contracting Through Manpower Agencies (Report No.
AR-03-06)

On August 19, 2002, you requested the Office of the Public Auditor (OPA) to determine whether
the Commonwealth Health Center’s (CHC)1 practice of contracting with manpower agencies for
nurses saves the Department of Public Health (DPH) and the Commonwealth of the Northern
Mariana Islands (CNMI) money without compromising patient care. For the last eight years such
agencies have provided CHC with a large portion of its nursing staff.

BACKGROUND

In 1995, the Department of Public Health entered into contracts with four manpower agencies
to provide a portion of CHC’s nursing staff. Such contracts were considered necessary due to the
anticipated departure of non-U.S. citizen nurses dictated by Public Law 7-45. The sunset
provision in Public Law 7-45 allowing DPH and other agencies to employ non-resident workers
was due to expire on September 30, 1995.

DPH has contracts with three agencies to provide nurses for CHC: Paras Enterprises (Paras),
Saipan Employment Agency Services Inc., (SEAS), and Marianas Health Services (MHS). As of
December 31, 2002, these three agencies were providing CHC with 126 nurses as follows: Paras -
59, SEAS - 63, and MHS - 4.  At that time, CHC had 83 other nurses on board that it had hired
directly.



2 The National Council Licensure Examination (NCLEX), developed by the National Council of State
Boards of Nursing, is a national nurse licensure examination required in the United States and its territories for
licensure. This examination, although offered in the CNMI, is not a requirement for licensure in the CNMI.
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OBJECTIVE, SCOPE AND METHODOLOGY

The objective of OPA’s review was to determine whether CHC’s practice of using manpower
agencies to hire nurses saves the DPH and the CNMI money without compromising patient care.
To determine the least costly source of nurses, we conducted cost analyses using both manpower
contract and direct hire data.  

In our analyses we annualized all computations and estimates and relied on, as necessary, previous
cost analyses. We interviewed DPH officials, manpower agency personnel and officials, as well as
CHC doctors, unit managers, nurses and other CNMI officials as to the impact, if any, on patient
care resulting from the use of manpower-provided nurses. We reviewed and compared retention
rates for manpower agency nurses and direct hire nurses in the same or similar positions. We
obtained data from doctors and unit managers indicating the training that CHC needed to provide
to manpower versus direct hire nurses.  We examined the  effect of nurses passing the National
Council Licensure Examination2 (NCLEX) and CHC’s ability to retain these certified nurses.
Finally, we  compared the quality of nursing staff being provided by manpower agencies with that
of CHC direct-hire nurses by reviewing: (1) the type of nursing degree obtained, (2) years of
nursing service, and (3) credentials received (such as NCLEX or other certificates). 

We conducted our review at DPH’s office in Saipan from  August to December 2002. This review
was performed, where applicable, in accordance with Government Auditing Standards issued by
the Comptroller General of the United States.  Accordingly, we included such tests of records and
other auditing procedures as were considered necessary in the circumstances.  Due to the limited
scope of our review, we did not evaluate any other internal controls.



3 As per a list provided by CHC’s Nursing Services Section.

4 In July 2002, DPH published a request for proposal (RFP02-CHC-0092) to extend the services of
manpower agencies beyond September 30, 2002. These manpower service contracts were subsequently extended.

5 This does not consider taking in new applicants who have NCLEX certification and additional years of
experience.

6 Base contract cost means the basic rate the manpower agency charge for each category of nurses, and
does not include any additional cost that may be charged such as overtime pay.
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RESULTS OF REVIEW

OPA found that the hiring of nurses through manpower agencies is less expensive than the direct
hiring of nurses. However, continuing the current practice of contracting with manpower
agencies, rather than directly hiring nurses, will perpetuate other problems, most notably the
difficulty in retaining qualified nurses. Manpower provided nurses do not receive pay and fringe
benefits (i.e. retirement benefits, housing, night differential, holiday pay, sick leave, annual leave,
and health insurance) equal to their direct hire counterparts.  In the end, the higher turnover
among manpower provided nurses and their resulting replacement with less experienced nurses
potentially adversely affects the quality of patient care provided.

Direct Hiring of Nurses Will Result in Greater Costs

According to CHC,3 124 manpower nurse positions in DPH contracts with manpower agencies
scheduled to end on September 30, 20024 could ultimately be replaced by direct hire nurses. We
conducted two analyses, one which assumed conversion of all current manpower  nurses  to direct
hire, and another which assumed that CHC would only hire NCLEX licensed nurses with at least
five years of experience. OPA found that: 

• if CHC were to convert the 124 nurses provided by  manpower agencies to direct hire
status, it would incur an additional $1,512,011 annually over what it is currently paying
manpower agencies5. This represents about 37 percent more than the contract amount6.
See Appendix A for low-end analysis.

• if CHC were to directly hire NCLEX licensed nurses having five or more years of
experience (those considered at the top of the pay scale),  CHC would incur an additional
$2,618,172 annually, or about 64 percent, more than the base contract cost it is now paying
manpower agencies. See Appendix B for high-end analysis.

The additional costs associated with direct hiring of nurses are due largely to personnel benefits,
many of which manpower agencies do not provide. Under the low-end analysis, total annual
personnel benefits amount to 43 percent of total costs whereas under the high-end analysis they
amount to 40 percent of such costs. See Appendices A and B for total annual total personnel
benefit costs under both analyses. 
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Assuming that most non-resident direct hire nurses would elect not to be a part of the CNMI’s
retirement system, the CNMI could substantially reduce the additional costs associated with direct
hiring by making CNMI retirement participation optional for prospective non-resident direct hire
nurses. If the non-resident direct hire nurses elected not to participate, the estimated additional
costs would be: 

• $710,254, assuming conversion of all CHC  nurses on board to direct hire (see Appendix
C for low-end analysis), or

• $1,608,715, assuming that CHC hired only NCLEX licensed nurses having at least five
years of experience. (See Appendix D for high-end analysis.)

As participation is currently mandatory, the CNMI would need to amend the law to make CNMI
Retirement Fund membership optional for the nurses. 

A comparison of the additional costs associated with direct hiring under each of OPA’s two
assumptions, namely the direct conversion of the current manpower nurses and hiring only nurses
having a NCLEX certification and 5 years of experience follows:

Analysis

Assuming 
Direct 

Conversion of
Current 

Manpower 
Nurses

Assuming CHC 
Hires Nurses with at 
Least an NCLEX and 
5 Years of Experience 

in Lieu of Current 
Manpower Nurses

Cost of Direct Hiring $5,587,311 $6,693,472

Less: Cost of Current Manpower Contracts   4,075,300   4,075,300

Additional Annual Cost to Fund Direct Hires  $1,512,011  $2,618,172

Percentage Increase in Current Costs 37% 64%

Less: Employer’s Retirement Contribution
         Required Under Law

801,757 1,009,457

Adjusted Annual Cost Increase Under
Direct Hiring--Net of Retirement Contribution

$710,254 $1,608,715

Adjusted Percent Increase in Direct Hiring Cost Without
Required Employer’s Retirement Contribution

17% 39%

OPA’s analyses above do not factor in the additional cost of overtime that manpower agency
provided nurses receive as OPA was unable to determine whether such overtime resulted from
any periodic shortage of nurses or from the need to cover nurses on annual and sick leave, medical
emergencies, holidays, or training. 
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OPA assumed that more experienced direct hire nurses would cost more, but that they would also
increase the quality of patient care for patients presented for treatment.  OPA further assumed that
the staff turnover rate for nurses provided by the manpower agencies would  decrease if the nurses
were direct hires, thereby reducing the training necessary for new nurses. Finally, OPA assumed
that greater continuity of nurses associated with prolonged nurse employment would also increase
the quality of patient care.

The limited scope of this review did not allow OPA to ascertain the related costs of training new
nurses. In addition, OPA did not analyze whether more experienced nurses, with longevity at
CHC, might enable CHC to provide improved patient care with less individuals on its nursing
staff. 

Manpower Nurses May Negatively Affect the Quality of Patient Care at CHC

1. CHC Faces Difficulty in Attracting and Retaining Qualified Nurses

CHC has had difficulty in attracting and retaining trained and qualified nurses. Much of CHC’s
hiring of nurses is done by manpower agencies rather than directly by CHC. These agencies offer
lower salaries and benefits to nurses than CHC provides to nurses hired directly. Based on
information obtained, it appears that CHC retains a relatively low percentage of the manpower
agency provided nurses because most manpower nurses use their CNMI employment as a means
of moving to the United States (U.S.) and elsewhere. Data obtained also indicates that once nurses
obtain the NCLEX certification needed to practice in the U.S., most seek jobs outside of the
CNMI because their current salaries are not competitive with compensation they can obtain
elsewhere.

OPA found that direct hire nurses stay in the CNMI for a considerably longer period than do
manpower nurses, resulting in less turnover.  As of December 31, 2002, CHC employed 209
nurses, namely 126 manpower hire nurses and 83 direct hire nurses. The direct hire nurses had
been employed by CHC for an average of 108 months, or approximately 9 years, while the
manpower nurses averaged only 28 months, or just over two years. Turnover among manpower
nurses is much higher than among direct hire nurses.

The two largest providers of manpower nurses, Paras and SEAS, have retained a very low
percentage of  NCLEX certified nurses.

• Most Paras agency nurses who have passed the NCLEX have left the CNMI after a two-
year stay in the CNMI. To illustrate as of December 31, 2002, 37 of the 145 nurses that
Paras provided had previously passed the NCLEX before being hired. 

• However, of the 37,  23 resigned within two years of being detailed at CHC and
only 14 remain at CHC. 

• An additional 46 passed the NCLEX after being hired, 35 of which resigned after
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less than two years at CHC, leaving only 11 at CHC.  

• Thus, of 83 Paras nurses who had passed the NCLEX , 58 nurses or about 70
percent left after an average two-year stay, and only 25 nurses or about 30 percent
opted to stay longer.

• Likewise, most SEAS nurses who passed the NCLEX left after a two-year stay. SEAS had
provided 146 nurses to the CHC as of December 31, 2002, 27 of whom had passed the
NCLEX prior to being hired.  However, 20 of the 27 left after working an average of a year
and a half.  An additional 23 nurses hired by SEAS passed the NCLEX after being detailed
to CHC, but only 7 remained after a year and a half. Thus, of 50 nurses who passed the
NCLEX, 36 nurses, or about 72 percent, left after less than 2 years.

• Of the remaining 122 manpower nurses (59 Paras nurses and 63 SEAS nurses) still
employed at CHC, only 39 nurses, or about 32 percent, had passed the NCLEX.

According to seven of eight unit managers and five of six doctors interviewed, CHC expends
considerable resources in training a nurse, particularly manpower provided nurses most of whom
come from the Philippines.  According to three of eight unit managers and all doctors interviewed,
most nurses recruited by the manpower agencies lack independence, assertiveness, and experience.
As such, they believe that those nurses need additional training not normally required of U.S.
trained nurses.  Five of six doctors and seven of eight unit managers advised us that while basic
orientation for new nurse hires at CHC lasts two weeks, it may take over a year of training before
doctors feel comfortable leaving a manpower nurse with patients.  

According to most manpower nurses interviewed, many would likely stay at CHC and many
former manpower nurses now working in the U.S. would possibly return if they were paid pay
and benefits comparable to direct hire nurses. More specifically, over 90 percent of the manpower
nurses interviewed stated that they would remain at CHC if they were converted to direct hire
status with appropriate salary increases and a benefits package similar to that provided to direct
hires. The nurses cited other reasons for remaining in the CNMI including: (1) the CNMI’s close
proximity to the Philippines, (2) the CNMI’s climate and culture, and (3) the  strong Filipino
community in the CNMI.  Also, nurses who have maintained contact with former co-workers
presently employed in the U.S.  indicated that many of those nurses have expressed a willingness
to return to the CNMI if, and only if, the conversion to direct hire status was implemented.
Those nurses would likely return for the same reasons that the current nurses would like to stay.
Further, if those nurses did return as direct hire nurses at CHC, they would bring with them the
experience they have gained  working in U.S. hospitals.

Four of the six doctors interviewed stated that the quality of nurses provided by the manpower
agencies had adversely affected patient care.  For example, those nurses frequently fail to recognize
critical situations, and cannot always properly read patients’ vital signs. OPA’s review of incidents
occurring during the eight months ending August 29, 2002 substantiates this position. OPA found
42 reported incidents involving manpower nurses and 6 reported  incidents involving direct hire



7 As of December 31, 2002, CHC employed 126 manpower hire nurses and 83 direct hire nurses or
about 50 percent more manpower nurses than direct hire nurses. 
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nurses even though the average number of manpower nurses was about 50 percent higher7 than
direct hire nurses.
  
• The 42 incidents involving manpower nurses ranged from communication problems to

procedural errors. The nine communication problems reported were primarily conflicts
between patients/families and nursing staff, resulting in patient anxiety and frustration.
The 33 procedural incidents reported included:

• six documentation errors and/or failure to order lab work;
• one delay for an intensive care patient admitted for a possible heart attack; 
• eight self-inflicted needle sticks;
• six  medication errors;
• seven patient falls, three of which were a direct result of poor judgment on the part

of the attending nurse; 
• two involving improperly administered medication to emergency unit patients who

were subsequently discharged without a reassessment and then collapsed while
leaving the  hospital;

• a patient being fed just prior to a procedure, causing a 24 hour delay in the
treatment; and

• two miscellaneous incidents in the emergency unit; one involved a patient being
discharged before being cleared by the doctor resulting in the patient needing to be
contacted at home, requested to return, and be admitted to the hospital for cardiac
problems; and one involved a psychiatric  patient who walked out of the emergency
unit unattended resulting in the need to contact the police/security in order to
locate and return the patient to the hospital.

  
• The six incidents involving direct hire nurses included,

• three communication problems, 
• one medication error, 
• one patient fall, and 
• one provision of questionable care by a midwife during infant delivery.

In addition, four of six doctors and four of eight unit nurse managers interviewed felt that in some
instances CHC had retained manpower nurses who were marginal or who had performed poorly.
However, they also advised that, given the shortage of nurses and the time to train new hires, it
might be better to retain the current staff than to request manpower agencies to provide new
nurses. They explained that hasty recruitment could result in less qualified replacements who
would not provide the needed performance. 

Four of six doctors and three of eight unit nurse managers indicated that once the less experienced
manpower nurses were trained, they performed at a level equal to direct hire nurses. However,
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after being trained (as indicated by the statistics above), those nurses are more likely to leave for
higher paying jobs in the U.S.  Thus, instead of building a foundation of experienced high quality
nursing staff, CHC is forced to accept new entry level nurses provided by manpower agencies to
replace those who have departed.

See Appendix E for a summary of doctors and unit managers responses to the OPA interview
questions.

2. Disparity in Compensation Between Direct Hire and Manpower Nurses

Nurses provided by manpower agencies receive a compensation package considerably lower than
their direct hire counterparts who receive housing, annual and sick leave, holiday pay, and medical
benefits. As such, most of the manpower nurses elect to leave CHC as soon as they pass the
NCLEX, resulting in a high turnover of manpower nurses.  CHC is then left with less
experienced manpower nurses and new manpower replacements who need to be trained.      

Manpower agency nurses receive an average salary of $19,298, a third less than the $27,948 their
direct hire co-workers receive on the same work assignments. Furthermore, even though
manpower agency nurses have learned new skills and taken on more responsibility, they have
received little or no pay raises during the last 7 years.  In addition, some manpower nurses have
been required to pay a recruiting fee amounting to about $1,500, the equivalent of one month’s
salary.  While direct hire nurses receive night differential, manpower nurses do not.  

Other fringe benefits such as housing, annual leave, sick leave, medical, and holiday pay provided
to manpower nurses do not compare with the benefits their direct hire counterparts receive. To
illustrate: 

• Housing is, for the most part, provided to manpower nurses in the form of  two or more
bedroom apartments with two nurses to a bedroom with all occupants sharing a living area,
kitchen, and one bathroom.  More specifically, sometimes up to 12 nurses lived in a six
bedroom apartment with two nurses to a bedroom and with all 12 sharing two bathrooms,
a kitchen, and a living room. 

 
• In other cases, the manpower nurses live in a dormitory type arrangement where each

room has an adjoining bathroom shared by the occupant in the next room.  In these
instances, a kitchen and TV room are shared by all occupants.  

While the housing is tolerable, it falls short of the housing that off-island direct hire nurses can
afford based on the housing allowance they receive, which is $600 per month for those without
dependents and $800 per month for those with dependents. 

In addition, while utilities are normally included as part of the housing provided to manpower
nurses, 60 SEAS provided nurses advised OPA and CHC that their manpower agency had
attempted to amend their contracts to require them to pay for utilities. More specifically, SEAS
manpower nurses sent a letter, dated August 13, 2002 signed by all its nurses, to the Secretary of
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Health alleging that the cost of their electrical bills was soon to be deducted from their salaries.
SEAS justified changes in the proposed amendment that would transfer the burden of paying for
utilities to nurses as follows: (1) employment contracts allowed for such a charge; (2) the agency
needed to cut costs due to the economic crisis; and (3) employees had abused the use of electricity.
The nurses  stated in their letter that had they not signed the amended contracts, they would be
faced with the possibility of not receiving their paychecks, having their employment papers put
on hold until they signed the amended contracts, or a refusal to process entry permits. Although
the manpower nurses reluctantly signed the amended contracts, SEAS had not deducted utility
costs from the nurses paychecks.

Manpower nurses receive four holidays a year whereas their direct hire counterparts receive 14.
They receive a two-week vacation whereas direct hire nurses receive up to five weeks. According
to the nurses, leave is approved only after one year of service under new contracts. In addition, as
manpower agencies incur overtime costs when staff are on vacation, leave requests were frequently
not granted. 

See Appendix F for a summary manpower nurse responses to interview questions. 

Other Matters - Inadequate Number of Nurses

According to the December 2002 Nursing Level Statistics prepared by the acting director of
nursing, CHC has filled 226 nurse positions and needs to fill an additional 64.  As limited funding
limits the number of nurse personnel, CHC has a nurse-to-patient ratio of one nurse to every five
to six patients, and sometimes as many as seven patients. A national media publication has,  in a
number of articles, cited studies that show the correlation between nurse staffing and patient
health.

• A recent study in the Journal of the American Medical Association confirmed the risks to
patients cared for by overburdened nurses. This study, which covered more than 200,000
surgical patients and 10,000 nurses, documented the link between nurse staffing and
increased risk of patients dying after surgery, as well as with increased nurse burnout and
job dissatisfaction. The study found that when nurse caseloads exceeded four patients, the
risk of a patient’s dying increases by about 7 percent for each additional patient. More
specifically, if one nurse is caring for eight patients, the patients are 31 percent more likely
to die. In addition, each patient added to a nurse’s caseload increased the nurse’s job
dissatisfaction and the likelihood that “burnout” will push them out of nursing. 

• Another recent study reportedly found that fewer nurses meant that patients suffered more
frequently from urinary tract infections, falls, and bedsores, and contracted pneumonia
more often. 

• In August 2002, the Joint Commission on the Accreditation of Health Care Organizations
reportedly found that inadequate nurse staffing levels contributed to nearly one-quarter
of the 1,609 cases of accidental injury or death documented for hospitalized patients since
1997. 
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CONCLUSION

Our review shows that, although it would be substantially more costly to replace all manpower
nurses with direct hire nurses, to continue the current practice of contracting with manpower
agencies will perpetuate other problems, most notably the difficulty in retaining qualified nurses.
Relatively lower pay and fringe benefits provided to manpower nurses have resulted in high
turnover which has adversely impacted patient care. CHC is constantly being forced to rebuild
its nursing staff with inexperienced manpower nurses who arrive to replace those leaving.

While there are no easy answers, it appears that the direct hiring of non-resident nurses would
allow CHC to retain nurses and thereby help improve patient care. Although the CNMI
continues to face a fiscal crisis, it cannot afford to let the health care system deteriorate. In the end,
nursing experience and continuity in service, and their impact on patient care, cannot be
discounted when analyzing the costs of conversion.  However, because the present environment
of financial austerity cannot be ignored, one solution may be to convert back to direct hire of
nurses over a period of time.

COMMENTS

In a letter dated July 16, 2003 (Appendix G), the Acting Secretary of Public Health indicated he
had no comments on our report other than to state that the issue covered was of great importance
to the department and the community as a whole. 

Saipan Employment Agency Services, Inc. (SEAS) Comments on OPA’s Draft Report

In a letter dated July 07, 2003 (Appendix H), the President of Saipan Employment Agency
Services Inc. (SEAS) acknowledged the difficulty of retaining CHC nurses, and agreed that given
the CNMI government’s financial situation, OPA’s suggestion for a compromise solution is a step
in the right direction. He suggested that revisions or changes in the contract terms and conditions
between the agencies and CHC could resolve disparities and inequities on the issue at hand and
thereby meet the goals and objectives of all the parties concerned.

He contends that CHC will continue to encounter difficulty in retaining qualified nurses even
if it hires them directly. He further contends that CHC mandates the pay and benefits that
manpower nurses receive, and an increase in such pay and benefits alone would not decrease high
turnover because nurses are attracted by permanent residency status obtained in the U.S. and
Europe. He said that SEAS manpower nurses would provide him no assurance they would remain
in the CNMI even if equally compensated. However, he contends that most direct hire nurses
would stay in Saipan given that they are from the CNMI or Micronesia. Also, the CHC Personnel
Office has final approval authority over manpower agency hires, and can require a manpower
agency to replace a nurse at no cost if CHC is not satisfied with the nurse hired. 
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OPA Response

Although the CNMI does not offer salaries and benefits equivalent to those in the U.S. and in
Europe, OPA’s analyses show that directly hiring nurses at a rate competitive with other
jurisdictions would entice more qualified nurses to remain in the CNMI.  While the CNMI may
be unable to give nurses U.S. resident status,  it allows those that meet the requirements of 3
CMC§4437(i) and (o) to relocated immediate family members to the CNMI.

OPA disagrees with SEAS’s statement that CHC mandates the pay and benefits that manpower
nurses receive. Salaries set forth in the Request for Proposal are only a guideline for prospective
agencies, and the benefits required are those minimally required under the Non-resident Worker’s
Act. While CHC has final approval over nurses hired it is, according to CHC, reluctant to dismiss
a nurse given the training already provided and the fear that replacements may not be adequate.

Paras Enterprises Comments on OPA’s Draft Report

In a letter dated July 08, 2003 (Appendix I), the Vice President for Operations of Paras indicated
that OPA had not adequately demonstrated that the direct hiring of nurses would help improve
patient care. He said CHC needs to provide nurses with more than a slight pay increase if it is to
hire and retain qualified nurses. Further, he contends that OPA had not addressed the hidden
costs associated with directly hiring non-resident workers, such as the recruitment fees, airfare,
and NCLEX training incurred for replacement when NCLEX nurses are lured away to new jobs.
In discussing high turnover, he said that while most direct hire nurses have family and cultural
ties in Saipan, manpower nurses lack such attachment, and many come to Saipan to take the
NCLEX and then move on to the U.S. after passing the exam to obtain a higher salary and longer
contracts.
 
He believes manpower nurses could provide improved patient care if CHC would improve its
relations with manpower companies. He stated that poor communications between the DPH
administration and manpower agencies is causing stress and fear among many manpower nurses,
and that although DPH had recently initiated efforts to directly hire nurses, it has failed to provide
any plan or time line for phasing out the manpower agency provided nurses.

OPA Response

CHC pays manpower agencies an established amount for each category of nurse provided. To
compare the cost of direct hiring of nurses, OPA attempted to identify all costs associated with
hiring of a nurse, i.e. air fare, housing, salary, benefits etc., and compared the total of these costs
with what CHC pays manpower agencies. OPA was, however, unable to calculate administrative
costs, such as the cost to recruit nurses because of the difficulty of quantifying such cost, but agree
that this may be an added cost involved in direct hiring. 
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While Paras claims that manpower nurses, unlike direct hires, have a strong desire to go to the
U.S., our interviews with manpower nurses indicated many had strong ties to the community here
and would give consideration to remaining in the CNMI if given equal treatment with direct hire
nurses. While Paras also claims that nurses leave because of greater job security in the mainland,
OPA must point out that given the shortage of nurses in the CNMI, job security should not be
a factor if nurses are performing satisfactorily. 

Sincerely,

Michael S. Sablan, CPA
Public Auditor

cc: Governor
Lt. Governor
President of the Senate
Speaker of the House
Attorney General
Special Assistant for Management and Budget
Secretary of Finance
President, Paras Enterprises Saipan, Inc. (Paras)
Vice President, Saipan Employment Agency and Services, Inc. (SEAS)
Administrator, Marianas Health Services (MHS)
Press
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