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IMPLEMENTING THE PRESIDENT'S ECONOMIC 
PLAN RELATIVE TO NATIVE AMERICANS 



- ~ 

OBJECTIVE 

Achievement of economic independence and diminished reliance on 

government programs 

--for Native Americans 

--through private sector investments and business 
ventures on Tribal Lands 



THE CURRENT SITUATION 

Budget Reality 

Economic Capability 

Administration Position 

Expectations for Action Exist 

Federal fund cuts and spending limitations 
are occurring. 

Opportunities for business investment 
exist that can lead to replacement and 
supplement of revenues. 

Public funding decreases are to be 
offset by revenue generating private 
sector businesses. 

Administration statements, congressional 
pressure and demonstrated willingness 
of Indians to cooperate have created 
an atmosphere of anticipation of change. 
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TIME ---------=--

THE CHANGING SITUATION 



NEEDED 

Environment that 

• Preserves existing rights and resources of Indians and 

• Provides the option to 

--create incentives for 

and 

--reduces barriers to 

private sector investment in Indian resources. 

FACT 

Government has not created the environment; it has impeded it. Change requires 
outside stimulus and technical support. 



MOVING TO A NEW ECONOMIC ENVIRONMENT 

1. Allow economic incentives for private investment in Tribal lands 

--Tax free operating status 

--Tax free bonds issued by Tribes 

--Special operating areas on reservations 

2. Explore business code questions and evolve into uniform Indian 
business code 

3. Develop inventories of opportunities and modes of successful operations 

4. Explore sources of capital that demonstrate financially sound developments 

-
5. Monitor promises to see that they become effective actions rather than 

vanish in government or broken a&reements 
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TWO TRACK APPROACH FOR CHANGE 

• Achieve exemplar set of business ventures that identify and demonstrate 
effective incentives and barriers to development, and 

• Use experience with exemplar cases and existing knowledge to establish 
new environment for investment through 

--legislation, 

--program changes, 

--Indian uniform business code, 

--Model business situations, 

--Financial resources, 

--Oversight to maintain progress. 



WHO IS INVOLVED 

• Lead government unit (probably Bureau of Indian Affairs) responsible 
for policy development and implementation. 

--Focal point for Indian development and self-determination 

--Solve problems 

--Coordinate agencies and technical support 

• Other federal agencies involved with Indian resources. 

• Technical support on: 

--Legislation, 

--Program modifications, 

--Identifying incentives and barriers to business development, 

--Evaluation and synthesis, 

--Policy development. 

• Eventually - fee supported clearinghouse 



TIME PHASED ACTION BLUEPRINT 

Phase 1 - Next three months: 

Establish program for change: people and dollars dedicated to the effort 

Screen exemplar business opportunities 

Identify potential barriers and incentives to successful business 
investments 

Sort area where change may be needed 
--legislative 
--executive and bureaucracy 
--business resources 
--Indian activities 

Phase 2 - Subsequent six months: 

Initiate exemplar partnerships 

Develop and present legislative packages and oversight modifications 

Organize existing knowledge into Indian business development solcttions 
and models of how to utilize them 

Phase 3 - Subsequent year: 

Achieve legislative and program changes 

Evaluate and synthesize experience and exemplar efforts 

Develop model business packages 

Monitor overall progress to ensure that action occurs 

Transfer change mechanism to private sector 



• 

NEXT STEPS: 

• Appoint Action Person 

• Secure Technical Support 

• Begin Implementation of the Program 



(~ ~ DEPARTMENT OF HEALTH & HUMAN SERVICES -.,:/-
Office of 
Human Development Services 

/ 

MAY 2 4 1982 

Administration for Native Americans 
Washington DC 20201 

Note to the selected members .of the Working Group on 
Indian Policy: 

Connie Horner, · VISTA 
John Bode, Agriculture 
·Aubry Lloyd, Labor 
James De Francis, Energy 
William Long, Defense-
Morton Blackwell,. White . House 
Lo Anne Wagner, BIA 

There will be a ~eeting on economic development fo·r the 
India•n policy paper on Tuesday, May 25~ 1982 in my office 
at 330 Independence Avenue, S .W ., Room 5300. 

You may wish to attehd cir s~nd a re~res~ntative and/or 
any working staff. 

If you have questions, please ·call my special _ assistant, 
Pat Wood, at 245-7716. 

Sincerely, 

for Native ... 

Attachments 

j 

J 
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QUESTIONS AND ANSWERS BY PRESIDENT REAGAN FROM 

INDIAN LEADERS DURING 
Q. What is your position on so,·rreignty 

and srlf-drtermination for frderally
recognizrd American Indian tribal 
gonrnmrnts! 

A. I suppon tribal sovereignty and self
detennination for federally-recognized 
American Indian tribal governments. 
Bc_ca~se I believe deeply in the rule of law, I 
suppon respect for and adherence to 
treaties, coun decisions, and laws passed by 
Congress which clearly recognize Indian 
tribes right to self-government. 

Tribes have not given up their powers of 
self-government in their local communities. I 
want to see tribal powers of local self
government continue to improve and 
develop. I want to see tribes effectively 
address the issues of poveny, education. 
poor health conditions, and community 
development, particularly more effective 
judicial systems. 

I can think of no better example of the 
problrm flowing from paternalistic big 
government than the events that have 
happened to American Indian communities . 
I would support Indian government through 
the fulfillment of treaty obligations and 
financial assistance, and not supplant Indian 
government by federal government 
bureaucrats . 

Q. Whal is your position on "gonrnment 
to gonrnmrnt" re la lions bet"·ten the fedrral 
gonrnmenl and Indian tribal 
gonrnments-in othrr " ·ords, trrating 
tribal gonrnmrnts on an rqual basis " 'ith 
stair and local gonrnments? 

A. The traditional relationship between 
the United States and Indian governments is 
a "government-to-government 
relationship." History tells us that the only 
effective way for Indian reservations, and 
Indian communities, to develop is "ith local 
Indian leadership. Bearing in mind the legal 
and historical background, tribal 
governments must play the primary role in 
Indian affairs. State and non-Indian local 
governments can at best play only a 
secondary role. 

THE C,AMP AT ~N . . bl" h Q. \\'1llyour Aamm1strahon esta IS a 
White House coordinator on Indian tribal 
affairs to prennt the current situation of 
uncoordinatrd programs "·hlch ovrrlap in 
numerous federal agencies! 

A. We cannot promise that _an office of 
special coordinator on Indian tribal affairs 
will be established in the Reagan White 
House, although the matter will be looked 
into. However, I can assure the Indian tribes 
that their leadership will have strong 
advocacy and an open channel of com
munication in the White House. The failure 
or refusal of the various federal agencies to 
coordinate their efforts on behalf of the 
Indian tribes results in gross inefficiency, 
loss of costly time, and greatly reduced cost
benefit to the Indian people. This will not be 
tolerated in the Reagan White House. 

Q. What " 'ill your policy be on draling 
with urban Indians and nonfederally 
recognized Indian groups, including state
recognized Indian tribes as opposed to 
federa lly-rrcognized tribrs! 

A. At the outset, let me say that I fully 
respect the unique trust relationship between 
the United States government and the 
federally-recognized Indian tribes. 
However, having served as Governor of the 
state which has some of the largest urban 
Indian communities in the U.S., I am aware 
of the unique nature of their situation and of 
the fact that their problems have been largely 
ignored in the past. The situation of the 
urban Indian, the off-reservation rural 
Indian communities, and the tribes not 
recognized by the federal government must 
be looked into with the goal of establishing 
ways and means of securing better oppor
tunities for them. However, this must be 
done in a way that will not threaten or 
compromise the treasured trust relationship 
of the federally-recognized tribes, nor 
diminish the financial commitment of the 
federal government to them. 

Q. Will your Administration retain thr 
position of Assistant Secretary of thr 
Interior for Indian Affairs and the Com-
missioner of Indian Affairs! 

A. My Administration will consider 
various alternative arrangements for assur
ing the development of Indian policy and the 
effective execution of that policy. The 
present Assistant Secretary and Com-

. missioner structure is one alternative. There 
may be others worthy of consideration. 
suggested by organizational experts or by 
tribal leadership. Whatever the final choice, 
it will be taken only after full consultation 
with Indian leadership. 



\ Q. Will Indian tribt~ continur to bt 
rligible to rtcriH Grnrral Rrnnlit Sharin& 
Funds? 

A. I see no circumstances under which I 
would initiate any legislative changes that 
would alter current conditions and prohibit 
tribal eligibility to receive General Revenue 
Sharing Funds. In the Jong run, I would 

, hope to decentralize program respon
sibilities from the federal government to the 
state and local governments, including tribal 

· governments, along with the tax resources to 
pay for them. - .. 

Q. What is your policy on -tribal 
ionrnmrnts drtrrmining thrir Ol''n 
mrmbcrship and 10,·ernment policies 
" ·ithout intrrfrrencr by the Bureau of Indian 
Affairs or Sccrrtary of Interior, 
not"·ithstand-ing crrtain trust responsibility 
le&al restrictions! 

A. Indian people should determine tribal 
membership for themselves, since they arc 
ultimately going to participate in the 
responsibilities and benefits of the tribal 
relationship. I believe state and local 
governments should have maximum 
freedom to develop their governmental 
policies without interference by federal 
agencies . Since tribal governments have the 
same responsibilities to tribal members that 
state and local governments have to their 
citizens my philosophical view is that federal 
bureaucrats should not interfere with Indian 
government policy development . Where the 
trust responsibility brought my Administra
tion into conflict with tribal policies, I would 
be willing to consider consultation with 
Indian governments. recommending to 
Congress the repeal of laws that arc causing 
difficulties. 

Q. What " ·ill tht policy be on encouraging 
tribes to takr onr Burrau of Indian Affairs 
and Indian Health Sen-ices programs as they 
arc capable, thus reducing thr role of 
iovcrnment agencies but not terminating 
federal funding! 

A. I endorse "Indian self-<letermination" 
as national policy. The Indian Self
Determination Act (P.L.93-638) was 
proposed by a Republican Administration 
and enacted by Congress to provide the legal 
and administration vehicle for the tribal 
government to secure control and manage
ment of federal programs designed to serve 
their constituencies . I believe that the tribal 
governments, as they decide they arc able to 
administer it, should have that control. 

Although I am informed that there have 
been problems in implementing P.L.93-638, 
I believe that the concept of Indian self
determination remains valid. A priority in 
my Administration's Indian affairs agenda 
would be a thorough review of P.L.93-638 
\\ith the Congress and the Indian leadership 
for the purpose of improving the legislation 
and the federal administration of it; and of 
removing those asrccts which cause anxiety 
and reluctance on the part of the tribes to 
participate. 

Q. Win your Administration iuarantcc 
tribal &mernments that it "ill not trrminate 
tribes or 1hr ftderal responsibility to tribts or 
abro&att trutits btt¥1·ccn tribt!s and tht t: .S. 
10,·ernment! 

A. My Administration would be opposed 
to the abrogation of Indian treaties and the 
termination of t~e unique relationship 
between the federal government and the 
Indian tribes. The policy of "termination" 
has been greatly discredited as morally and 
legally unacceptable and, in practical social 
and economic terms, devastating. 

I stated earlier that because I believe in the 
rule of law I support respect for and 
adherence to existing Indian treaties. The 
provisions of many Indian treaties arc still 
valid law and impose duties and respon
sibilities on both Indian governments and 
the United States government today. The 
support and fulfillment of Indian treaties is 
bound up with the honor and integrity of the 
United States. The United States should 
keep its pledged word to any nation, great or 
small. Supreme Court Justice Black ex
pressed it this way, "Great Nations, like great 
men. should keep their word ." The policy of 
termination of the federal trust responsibili
ty to Indian tribes proved to be an economic 
and social disaster in the 1950's and 1960°s. 
My Administration would not recommend 
that termination be revitalized or 
resurrected. 

Q. Will )OUT Administration iuarantcc 
against states or local govcrnmtnts taking 
onr or hning jurisdiction onr any tribal 
rcsenation or historical lands! 

A. My Administration would not advance 
executive action nor support legislation that 
would provide for the seizure of tribal 
jurisdiction by state authority. My Ad
ministration will be commited to upholding 
the law. If the tribal justice systems arc 
deficient in their abilities to protect rights 
and property and to administer justice, 
goYcrnmcnt should assist them in carrying 
out their responsibilities fairly and respon
sibly. 

I am informed that, at the initiative of 
Indian leadership themselves, a Commission 
on State-Tribal Relations has been sanc
tioned by the National Tribal Chairmcn·s 
Association, the National Congress of 
American Indians, and the National Con
ference of State Legislatures . I am cn
couragc-d by this action and look upon this 
type of negotiation as a promising step in 
rcsoh·ing the age-old struggle between the 
tribes and states. 



.. 
Q. What·"·ill the policy br on iuarantrrin& 

• "akr ri&hts for tribal &onrnmrnts in thr 
"rstrrn part of the U.S.! 

A. I believe that the inherent water rights 
of the Indian tribes is a vital key to true and 
lasting economic development for Indian 
reservations. I agree that quantification of 
water rights must be achieved in the future, 
but quantification must not be to the 
detriment of the Indian tribes. 

The best protection of Indian water rights 
is the perfection of those rights through 
beneficial usage of the water- by the Indian 
people. This can be done with assistance to 
the tribes and their people for them to 
develop their energy, agricultural, and other 
tribal natural resources. 

Q. What is the policy on upholdin& fishin& 
ri&hts on tribal lands! 
· A. As I stated earlier, I support the 
fulfillment of Indian treaty rights. Where the 
tribes by the terms of treaty have reserved the 
fishing rights I feel those rights should be 
protected. This is consistent with current 
federal Indian law as the U.S. Supreme 
Court has interpreted it. 

Q. What is the policy on tribal court 
systems! Jurisdiction onr non-Indians on 
Indian land? Taxation of ptrsons lh'in& on 
Indian lands! 

A. I would encourage and support the 
development of the tribal court system. 
Because of the geographical isolation of 
Indian reservations tribal courts are 
;omctimcs the only judicial forums available 
·or hundreds of miles. It is my understanding 
hat at the present time tribal court systems 
1avc no difficulties about their jurisdiction 
,vcr civil cases involving both Indian and 
ion-Indians. It is also my understanding 
tiat the U.S. Supreme Court concluded that 
ribal courts did not have jurisdiction over 
on-Indians in 1978 in a case on the 
uquarrush reservation. I know that the issue 
f criminal justice jurisdiction over non• 
1dians by tribal courts is a source of high 
notion on both sides and deep frustration 
,r tribal court and government officials 
'.Cause of the irresponsible action of some 
,n-lndians in Indian communiucs. Indian 
immunities must be protected against 
l\'lcss action and I would welcome advice 
1 the matter from Indian governments. 
Q. Will your Administration support 
~ian education through the Bureau of 
dian Affairs rathrr than throu&h the 
•partment of Education! 
,. I have been informed that Indian tribal 
ders and education professionals have 
,oscd the transfer of Indian education 
m the BIA to the new Department of 
1cation for fear that the resulting rcduc-
1 of the BIA budget would diminish that 
ncy's trust protection as well; and that the 
es feared absorption and loss of Indian 
cation programs in the burgeoning 
:auracy of the new Department (of 
cation). 

I have strongly orrmsed the Department 
of Education, and if elected I will propose its 
abolition. If that measure is adopted, the 
Indian education program would 
presumably be transferred back to BIA, or 
reorganized in such a way as to increase 
tribal responsibilities for the education of 
Indian children. 

Q. Will federal aientits be directed to deal 
" 'ith tribes directly rathrr than throu&h 
states or counties on " ·rlfare, nutrition 
pro&rams, law enforcrmrnt assistance, etc.! 

A. My Administration will honor the 
government-to-government relationship 
that exists according to law. Certainly, wc11 
be open to discussion on the best possible 
delivery systems for federal services to 
Indian people. However, we arc aware of the 
magnitude of the problem of changing 
legislation that directs federal funding 
through state channels, and can make no 
promises until my Administration has had 
the opportunity to thorClughly review the 
situation. 

Q. Since tribal conrnments o"·n a lar&e 
share of natural resources (includin& 
enerc), what is your policy on permittin& 
tribes autonomy in drrision on dnelop
ment, lease managemrnt, etc.! 

A. Tribal governments should have the 
right to determine the extent and the 
methods of developing the tribe's natural 
resources. Although the federal government 
has a trust responsibility for Indian natural 
resources, that rcsponsihility should be 
directed to the protection of the resources 
from alienation and exploitation from the 
outside. It should not be used to hinder tribes 
from taking advantage of economic develop
ment opportunities. 

Tribes arc making great strides in plan
ning and controlling development
particularly those mcmhcrs of the Council of 
Energy Resource Tribes. The American 
private sector possesses unlimited 
technology and management expertise 
which the tribes can call upon. My Ad· 
ministration would cncC1uragc fair and just 
partnerships among the tribal governments, 
the private sector, and the federal govern
ment in meeting the trihcs' identified 
development needs. 

Q. What is the plan to assist tribes In 
du·eJopin& their O'l'tTI economic self
sufficiency! 

A. Economic self-suffidcncy will be a goal 
of the Reagan Administr;llion, both in 
Indian affairs and in the nation at large. It 
would work to make nailablc financial, 
technological and mana~cment assistance 
which will enable tribal enterprises to 
develop their own projects for self
sufficiency. This will remit in the reduction 
of income dependency and an increase in 
productive employment - which arc the 
desires of Indian people. 

\ 
Q. What is the plan to tncoura&e 

economic dnelopmtnt of individual Indian 
small bu\lness enttrprise! 

A. Although the systematic development 
of tribal enterprise is extremely important, 
the development of individual or small 
business enterprise is crucial to sound 
economic development on the reservations. 

Ample opportunities now exist in the 
areas of agriculture, services, and light 
industry development throughout the rural 
Indian communities. As is the case· 
throughout America, however, many Indian 
businesses fail for lack of adequate manage
ment and financing capital availability. My 
Administration will work to assist all small 
businesses in obtaining capital, managerial 
assistance, governmental procurement con
tracts, and export opportunities. 

Q. In srltctin& a Secretary of the lnttrior, 
" ·ill you consider an indh-idual who is 
kno"·ltd&eable in tht area oflndian Affain, 
since the Bureau of Indian Affairs Is under 
the Drpartmtnt of lnttrior and the Depart
ment could bt most effrctin with this 
kno"·led&e in handlin& Indian issues! 

A. Until I am actually considering 
individuals to nominate for the position of 
Secretary of the Interior, it is difficult to 
make a yes or no response. Indian Affairs is 
an extremely important part of the Interior 
Department, but the Department has a 
broad range of important responsibilities. I 
would definitely consider an Indian for 
Secretary of the Interior, but it would have 
to be a person who has demonstrated 
knowledge of competence commensurate 
with the full range of departmental respon
sibilities. 

Q. Will your Administration consult " ·ith 
tribes on issues and appointments to 
positions affectin& Indians and tribal 
iovrrnments! 

A. Yes. I have indicated that the 
traditional "government-to-government" 
relationship between the federal government 
and Indian governments should be con
tinued. In my view that would include 
consulting with tribes and their leaders in the 
development of federal Indian policy, and 
about aprointmcnts to federal government 
positions affecting Indians and tribal 
governments . I feel that the probl_c~ of an 
inscnsiti,·c, unrcsponsi,·c paternahst1c 
federal g,wcmmcnt has been most acute in 
the area of Indian policy. I believe that the 
people whose interests arc intended to be 
served and whose lives arc most affected 
should play a larger role in influencing 
federal policy and personnel, so that the 
federal government can become more 
sensitive and responsive. 

• 

✓--··- ., 



United States Department of the Interior 
OFFICE OF THE SECRETARY 

WASHINGTON, D.C. 20240 

MAY 2 0 1982 

Dear Tribal Leader: 

Since becoming Assistant Secretary - Indian Affairs, I have often expressed 
my concern about the excessive dependency of many Indian tribes on the 
Federal Government. I have also talked about the need to reverse this long
standing pattern which ultimately blocks the achievement of true Indian 
Self-Determination. 

My thinking and talking about ways to bring about a greater degree of 
economic self-sufficiency in Indian country has led to the development of 
an Economic Development Strategy which I have been using as a guideline. 
This strategy includes both the $10 million economic development initiative 
and the $5 million special small tribes funding contained in the Bureau 
of Indian Affairs appropriations request for fiscal year 1983. 

Previously, I had believed the strategy would be initially refined through 
hearings scheduled before the Senate· Select Committee on Indian economic 
development matters. The postponement of testimony from this Department, 
however, has prompted me to not wait longer in sharing my thoughts on 
this matter with you. Therefore, you will find enclosed a copy of the 
Economic Development Strategy, along with portions of the Bureau's FY 1983 
budget request containing justifications for the above mentioned initiatives. 

In sharing these documents with you at this time, I want to make sure, 
first of all, that all of you have this information. Secondly, I want 
to move ahead with the refinement and implementation of at least several 
parts of the strategy. Guidelines and regulations must be developed in 
connection with the proposed new programs and final decisions must still 
be made on the legislative options. Therefore, it is particularly timely 
to ask for your thoughtful and constructive reactions and solicit your 
ideas on how to best proceed with it. 

I realize the requested new funding is not large when compared with the 
nation-wide need. Further, it does not address the immediate, truly 
stressful problems of unemployment faced in many of your communities 
today. These initiatives should be seen, not as a panacea, but rather 
as a good beginning. At least, they look past the quick, superficial 
fixes, to which we have all too easily grown accustomed, toward lasting 
solutions aimed at the root of the problem. 
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Recently, I had the pleasure of being with many of you at the Indian 
economic development conference in Denver. Also, though I could not be 
present, I have heard very positive reports about the Indian testimony at 
the April 29 Senate Select Committee hearing on this issue. These events 
confirm m6re than ever my conviction that now is the time to give this 
critical matter the attention it deserves. I thank you for reviewing 
this strategy paper and look forward to receiving your thoughts and 
suggestions. I will be back in further touch with you concerning specific 
addition~l materials pertaining to the implementation of the new initiatives 
at an early date. 

Sincerely, 

/S/. Kenneth Smith 

Assistant Secretary - Indian Affairs 

Enclosures 

.. 



A. 

Indian Affairs 
Economic Development Strategy 

Primary Assumptions 

The ~ollowing assumptions underlie the ED strategy: 

• There are no •quick fixes•; change 1n this area takes patience 
and persistence. 

• Few successful ED projects are planned or managed by the Federal 
government; economic ventures are best regulated or run by the 
non-Federal sector with government assistance if needed to 
attract private investment under certain circumstances. 

• Overall, Federal resources will diminish, not increase; BIA 
controls approximately one-third -0f available federal appropria-
tions fo r Indians. ' 

• Available ED financing will be largely from the private sector. 

• National and local private investment preferences and practices 
will control financing available for Indian deielopment; high 
interest rates and other factors ~ill make most governmental 
inducements alone insufficient to attract private investment 
unless the venture is otherwise attractive. 

• Indian assets in land, water, minerals, oil and gas are increas
ingly valuable, given national and world needs for food, fiber 
and energy. 

• Tribes will determi ne whether to seel development of their 
resources and the type of development to be sought; BIA should 
react to tribal proposals. 

• Irrespective of what BIA does in ED, the Bureau must perform its 
dual mission of fulfilling the Federal trust responsibility and 
assisting tribes in strengthening their governments; most BIA 
expert i se is in t hese areas and i n be i ng an advocate and facili
tator for tribes. 

• BIA's role as a prudent trustee means it must be a conservative 
participant in ED ventures. 

• Any strategy aimed at the economic development of reservation 
communities must take into account the constraints caused by the 
limitations on using trust land as collateral. 

• Other Federal agencies, States and the private sector are not 
consistently involved in Indian ED, feeling Nthat is BIA's jobN 
supported by the tribal habit of dealing with BIA. 
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• Tribal governments can best contribute by . lending governmental 
stability to reservations, ensuring that tribal enterprises are 
run as businesses, and encouraging the development of Indian 
private enterprises. 

B. Heed for Realistic Approach 

Because of the constraints imposed by the trust status of Indian land, 
it is not realistic· to expect Indian ED to occur in the same manner as 
non-Indian development or without involvement of the Federal trustee. 

The A/S-lA strategy for ED should be achievable by BIA, given BIA's 
contraints. It should take into account fewer Federal resources and not 
promise what the Bureau cannot reasonably deliver. For efficiency's sake, 
there should be no duplication or overlap with existing programs in other 
Federal agencies. As a genfral proposition, the Federal govern~~nt 
overall should not assume the role of local governments. - In Indian 
affairs, tribes should fulfill the local government role. 

As a matter of national policy, the Federal government should not sub
stitute itself for or compete with the private sector~ whether or not 
Indian reservations are involved. Without a clear showing of new cap
ability, BIA should not promise that it can now produce innovation or . 
management expertise in business or commercial affairs that neither we nor 
any other Federal agency have been able to demonstrate in the past. 

On the other hand, BIA should not overlook its strengths in performing 
its basic missions. We should capitalize on the strengths of individual 
reservations and the potential of tribes as local governments for those 
reservations. 

c. Basic ED Strategy: (1) BIA should perform its basic trust, govern
ment-to-government, and tribal advocacy missions; (2) BIA should use exist
ing authority to assist tribes in developing their resources, should 
sharpen programs to stabilize and strengthen tribes as governments and 
should broaden and streamline BIA authority and prcr.esses to assist 
businesses on reservations; (3) other Federal agencies with ED-related 
programs should perform their role in respect to Indian tribes; (4) the 
private sector should be the major development force on Indian reservations 
as elsewhere; (5) Indian tribes should assume the lee.al government role 
and, in addition, determine whether or not to seek development of tribal 
resources; and (6) BIA, as trustee, should respond to tribal proposals and 
should also facilitate tribal contact with other Federal agencies and the 
pri.vate sector. 

D. BIA Mission and Economic Oevelopme~t: 

As recently stated for Departmental MBO purposes: 

•The Mission of the Assistant Secretary for Indian Affairs 
and the Bureau of Indian Affairs is to properly manage the 
special trust responsibility for the natural resources of 
Indian tribes and individual Indians and to represent the 
U.S. in the unique government-to-government relationship 
it has with Indian tribes as they move toward self-deter-

. mination." 
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1. Trust Responsibility 

BIA, as prudent trustee for Indian natural resources. has the 
duty to assist tribes in making trust property produce income con
sistent with tribal wishes. In this area, normal trust fiduciary 
standards apply; 1.e .• the government must be measured by the same 
standard~ applicable to private trustees. Obtaining reasonable return 
from trust property will have economic benefit for the reservations 
involved. 

- ' 

Section 104(a) of the Indian Self-Determination Act authorizes 
BIA grants to assist tribes in development of their resources. 

The tribes and BIA are accustomed to dealing with each other in 
management of trust natural resources. BIA's expertise, experience 
and institutional practices are geared to dealing in the trust and 
natural resource area. The stage is set to mobilize more of the 
Bureau's efforts toward realizing economic developme~t benefits from 
Indian natural resources. 

The ED strategy should move more of BIA's efforts toward produc
tion of income from Indian natural resources, consistent with BIA's 
role as trustee and existing statutory authority. 

In FY 1983, BIA is requesting SlO million to use Sect;on 104(a) 
authority for seed money grants to assist Indian e~terprises to 
realize op~ortunities for development of Indian natural resources. 
None of the $10 million will be used for BIA or tribal governmental 
administrative costs. 

Grants are a necessary part of the economic development inducement 
program. Loans cannot in all cases provide necessary inducement 
because of the inhibiting impact of interest rates, so high that 
government loan assistance by itself is often not enough to make 
development sufficiently attractive; debts to the government have 
priority, which.discourages some private creditors from participating 
in higher risk ventures; and, roost importantly, the unique situation 
of trust lands and resources severely limits their use to secure 
financing. 

The proposed Section l04(a} grants will be conditional and will 
be much more strictly managed and enforced than any previous BIA 
grants for economic development. Special regulations will be drafted 
establishing a process for resource development grants separate from 
other grants or contracts under the Indian Self-Determination Act. 
Section 104(a) grants are to provide no more than 25% of the projected 
capital of a proposed venture, with the balance to come from the 
grantee and non-Federal sources. Not mor-e than 5% of the total 
will be used for feasibility studies and packaging of proposals. 
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Examples of other conditions are: 

• Federal funds must be justified and used to attract non
Federal capital. 

• The .tribe and/or other eligible Indian organizations must demon
strate financial or other substantial corrrnitment to the enter-

- , prise. 

• Sound business ~anagement must be established for the enter
prise with management of proprietary .enterprises separate from 
the administrative structure of tribal government. 

• A thorough reporting process will be required on expenditures. 

On the failure of any condition, the grant amount should be repay
able in full to the Federal government. 

Criteria and priority systems for ranking and awarding grants 
will be published as regulations and will control all awards. 
Present thinking is that a board of program and financial analysts 
from within and outside the Department would review applications and 
recommend action to the Office of the Assistant Secretary - Indian 
Affairs. Records of Board proceedings will be kept. 

To support the natural resource developMent effort, BIA should 
seek legislation where necessary to provide greater tribal and 
Federal flexibility in dealing with Indian natural resources, while 
protecting the trust status. BIA can seek, for example, authority 
for the Secretary to approve leases or other arrangements to market 
Indian water to off-reservation users where a tribe wishes to do so 
and has quantified its water right$. The method of leasing mineral 
rights should be examined to determine if other contractual arrange
ments could provide a better means of financins mineral development. 

Within existing programs, current development proposals should be 
pursued. For instance, the highest priority forest or forest product 
proposals now available in BIA should be analysed and supported where 
warranted. 

The new A/S-IA initiatives to improve BIA resource management 
· practices and to accelerate and complete natural resource inventories 
are key basic elements of a natural resource development strategy. 
Upgrading Bureau capability to plan and carry out its trust activities 
in resource management must be a matter of continuing concern. 

2. Government-to-Government Relationship 

BIA has a direct responsibility for creation of and relations with 
Indian tribes. It provides financial assistance to Indian tribes. Ho 
other Federal agency is as directly concer~ed with the status of tribes 
as governments and the care and support of tribal governments. 
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Nevertheless, the instability of tribal government 1s widely cited 
as a reason for lack of reservation development. The prospect of 
unstable and even capricious governments which neglect basic services, 
have restrictive ordinances or intermeddle in business affairs for 
which they are not equipped would discourage private investment in any 
cormiunity, including Indian reservations. A stable government which 
provides a- consistent legal framework (zoning, codes, etc.), adequate 
basic public services and an opportunity for business to obtain a 
reasonable return on investment will tend to attract investment to a 
corrrnunity, including Indian reservations. State, local and Indian 
experiences support this view. 

The EU strategy should include r~newed emphasis on mobilizing 
Federal support to strengthen and stabilize tribes as the legitimate 
levels of American government which they are legally. 

During FY 1982, BIA should assess and revise all of its programs 
for aid to tribal government, self-determination services and any other 
program aimed at strengthening governmental capacity to ensure that 
such efforts ·are aimed at the more critical gaps in upgrading tribal 
government. · 

In FY 1983, $5 million is being requested to provide a previously 
unavailable baseline of governmental support for small tribes, a level 
of Indian government most often neglected. Based on FY 1982-83 
experience in using available resources for larger tribes and FY 1983 
experie~ce with the small tribes program, BIA will work with the 
Cabinet Council Working Group on Indian Policy to analyze the current 
confused means of direct and indirect support for tribes from .various 
Federal agencies and to develop a single Federal support program for 
tribes as institutions of government, or better coordination between 
existing programs at a minimum. 

3. BIA as Facilitator 

Although BIA does engage in reservation development {where a tribe 
wishes it) as Federal trustee and must seek reasonable return on tribal 
trust property, BIA can nevertheless have a sizable additional role 
as facilitator for other types of commercial or industrial development. 

As discussed below, the Bureau should aggressively advocate the 
need for Indian services to be earmarked for Indians in other Federal 
agencies and as part of cooperating State development efforts. BIA 
should investigate improving the means of directing Indian inquiries 
to Federal. State and (increasingly) private sources. BIA should 
request national sources such as the Chamber of Commerce or the 
National Alliance of Businessmen for assistance in this inquiry. 

Indian business successes occur regularly. The A/S-IA will 
rn:,unt a positive public affairs program along the lines of his 8/21/81 
Portland Daily Journal of Commerce intervi~w on profitable business 
opportunities on reservations. 
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Where a tribe wishes 1t and a State Development Office demonstrates 
an interest in reservation development, BIA will actively cooperate 
with the State agency. 

BIA can play an important role in setting the stage at the 
national level for more rational Federal support of Indian economic 
development. Examples are: 

- · • 

• Promotion and support of legislation, such as the bill to 
establish enterprise zones _on reservations which provides for 
tax credits and other tax incentives to invest on reservations, 
and the Indian tax status bill to permit tribes to issue tax
free bonds as municipal governments. BIA's technical assist
ance and loan guaranty and interest subsidy program can be 
roobilized for pilot projects to show that such national 
initiatives can work for the reservations. 

• Taking the lead in coordinating or consolidating loan programs 
for Indian economic development. This could take the form of 
carving out existing authorities and ceilings to create a 
special -development fund for Indians, or at a minimum by a 
coordination mechanism for existing loan programs. 

Finally, BIA should revitalize its authority for development 
grants and loan guarantees and int~rest subsidies-, but redesign these 
programs to incorporate the conditions and management policies developed 
for the tribal resource grant program under Section 104(a) of the 
Indian Self-Detennination Act, as described above. BIA should request 
legislation amending the Indian Finance Act to allow annual obligations 
for loan guarantees and interest subsidies and to allow de-obligation 
of funds previously obligated for future years as a result of past 
guarantees and subsidies. The intent would be to recapture obligational 
authority without a budget increase. BIA should also request renewal -of 
the Indian Business Development Program authority. The new IBDP grants, 
however, would be conditional •seed money" grants with increased emphasis 
on attracting non-Federal capital. 

Again, the principles discussed above for tribal resource develop
ment grants should govern the revitalized Bureau loan and grant pro
grams, and these principles should be expressed in strict (and pre
published) standards or criteria for making and administering loan and 
grant programs. Refinancing should also be based on strict business 
criteria, as should debt collection. 

E. Role of other Federal programs 

BIA should avoid duplicating services provided by other Federal 
agencies. As advocate for the tribes, however, BIA is in the position to 
explain to Federal agencies the services needed by Indian tribes, 
businesses and individuals. BIA should assure that federal services avail
able to the citizenry and businesses generally ·should also be available 
to Indians. 
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A/S-IA should use. the Cabinet Council and direct contact with agencies 

to ensure that activities are specifically eannarked for Indians. FmHA, 
for example, has loans to Indian tribes and tribal corporations for land 
acquisition, and these loans are valuable ED tools. FmHA also has, how
ever, loans for farm operations, youth projects, farm disaster emergen
cies, economic emergencies, farm ownership, limited-resource farmers, soil 
and water conservation, recreation projects, special assistance to associa
tions of farmers, rural housing, watershed and flood protection, resource 
conservatiO'n, community facilities, rural industrialization, and rural 
development planning and coordination. 

Also at USDA are various REA financing, agricultural Marketing Service 
activities, ASCS resource conservation s~rvices, federal crop insurance, 
Office of International Cooperation and Development activities (icluding 
technical assistance in international trade), the Agricultural Research 
staff, extension staff activities nationwide, widespread Forest Service 
activities, and Economic, Statistics and Cooperatives Service (including 
technical assistance to cooperatives). · 

Opportunities for earmarked or upgraded Indian business development or 
technical assistance programs can also be sought in agencies such as SBA, 
Commerce, DOL, and ACTION (VISTA and RSVP). Active A/S-IA advocacy to 
promote Indian development assistance in these agencies can be an important 
part of the ED strategy. 

F. Role of the private sector 

As the A/S-IA has repeatedly pointed out, the private sector is the 
source from which the great bulk of financing must come for Indian reser
vation development. Scarce ·BIA funds should provide seed money for non
federal funds. If an enterprise is to obtain needed outside funding, 
tribes may have to consider joint ventures or other outside private 
participation in proposed enterprises. BlA's participation should be to 
facilitate proposal formulation, to react to tribal proposals in the 
Federal trustee role and as program constraints dictate, and to partic.i
pate financially only in the form of conditional incentive grants, 
guarantees or interest subsidies. Because of the trust nature of Indian 
land, BIA will also have to be involved in transactions which commit 
land and resources, including efforts to use land and resources to secure 
debts. 

G. Role of the tribe 

BIA will look to tribes to fulfill the role of local government and 
determine the type of reservation development (if any) to be sought. In 
addition, the decision on whether to pursue development of tribal resources 
should be made by the tribe. BlA will respond as indicated above. 

BIA will look to the tribal government itself to distinguish between 
its ~overnmental role and its business management. The tribe should 
prov,de an atmosphere of governmental stability that attracts outside 
investment. Proprietary management of reservation business ventures should 
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be separated from the governmental apparatus of . the ~_ribe. BIA will 
require a separate, stable business management of tribal enterprises in 
detennining whether or not to commit Federal resources to the proposals. 
The Bureau should be in the position, through IBDP, and loan guarantees 
and subsidies, to deal with Indian private enterprises. 

Next steps -- initial factors for implementation 

An implementation plan for the overall strategy plan outlined above, 
should include several key elements. The Indian Affairs MBO schedule· 
calls for a detailed implementation plan by November 30, after having 
received Secretarial guidance on the strategy paper. The HBO schedule 
requests Secretarial guidance by October 30. 

Key elements for implementation planning are: 

• Assure that $10 million for Section 104(a) 
grants is in the FY 1983 budget. 

• Develop legislative program. 

- new authorization for the 
Indian Business Development 
Fund and loan guaranty programs. 

- introduce and/or suport Indian 
tax status bill. 

- support the Enterprise Zone 
initiative. 

- introduce bills to permit joint 
ventures with non-Indians and for 
flexibility in handling trust 
resources. 

• Develop regulations and guidelines 
for Section l04(a) tribal resource 
development grants. 

• Review and strengthen {put •teeth 
in") the IBDF and loan regulations. 

• Upgrade organizational and manage
ment capability to implement 
strategy. 

• Integrate economic development 
initiatives with natural resource 
inventories. 
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• Launch interagency effort, through 

White House group, to promote Indian 
access to existing programs in other 
agencies. · 

• Establish credit and finance board 
to act on grant applications. 

• Assess potential of BIA clearinghouse 
for inquiries on development -oppor
tunities. 

• Initiate contacts with State develop
ment offices. 

• Implement public affairs program in 
support of ED program. 

• Plan and implement program to strengthen 
tribal governments, using all exist-
ing BIA programs for FY 1982-83 and a 
wsma11 tribes program" for FY 1963. 

• Develop monitoring system to track 
progress of overall ED Plan. 
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Justification of Program and Perfonnance 

i.,ctivity: Indian Services 
subactivity: Self Determination Service ■ 
zieaent: small Tribes Management Initiative 

(Dollar 

1982 
Appropriation 

Enacted to 
Date 

Saall Tribes Management 

Amounts in Thousands) 

FY FY 
1983 1983 
Base Eatil'IAte 

Inc. (+) 
or 

Dec. (-) 

Initiative ($) s,ooo +S,000 

Total Requirements ($) s,ooo +5,000 

Authorization: 25 u.s.c. 450 ('me Indian Self-Determination and Education 
Assistance Act), 25 u.s.c. 13 (The Snyder Act of November 2, 1921). 

Objective: To provide small tribes (1500 and less population) vi.th core
aanagement capability to insure that they can participate acre equitable 
in a government-to-government relationship and function as stable and competent 
tribal governments. 

Base Program: Since the Small Tribes Management Initiative is a new program 
proposed for FY 1983, there is no base program. 

Increase for FY 1983: It is proposed to implement a Small Tribes Management 
Initiative program in FY 1983. It is intende~ that under this initiative 
eligible Tribes will be provided the opportunity to acquire and raaintain 
needed core-management capability on an on-going basis. Core-management 
capability might consist of; administrativefbusiness management, property 
management, bookkeeping and clerical functions. It is estimated that 
approximately 200 tribes are in need of this assistance. 

Under the current situation, small tribes lack continuing, assured resources to 
deal effectively \,tj_ th basic manageme.nt needs. This initiative is intended to 
aid small tribes to overcome basic but essential management problems critical 
to achievement of self-determination. 

Eligibility for participation in the Small Tribes Management Initiative program 
will depend upon individual tribal population; individual tribal resources, · 
a critical tribal management need as identified by audits and perfor11ance 
criteria, tribal geographic location factors; and such other pertinent factor■ 
th.at Tribes may use to identify essential needs. Additionally, for tribes of 
less than 400 persons, program funding ,.,ould be generally limited to those 
vh ich enter into consortia vi th other am.all Tribes in their geographic locale• 
It could be used to supplement indirect cost income to assure sound fiecal 
management, including employment of a •circuit rider•, or private CPA firm 
'Which could provide technical assistance, including audit services to both the 
1 nd.i vi dual Tribes an:! consortiu111 itself. 

It ia also intended that participation in the program ,.,ould be Hai ted to 
tl'-=>se Tribes .which are willing to make the commitment both to exercising their 
rights to manage F.ederal programs under contracts and grants and also to achieve 

· · · · ~- -. ' - .__, "'-•, .,.,._,..; "-nt would 



include: an agreement to prepare a tribal aanagement program vi th apeeific 
objectives; an agreement to staff the progru w1 th coinpetent 'professional 
personnel on a merit basis; and an agreement that tribal political officer■ 
would not be appointed to program positions. Procedure■ will be established 
and guidelines issued to ensure that eligible Tribes commit themselves to 
meeting these requirements on an on-going basis. Bureau staff will ~nit.or the 
program for canpliance using existing P.L. 93-638 grants performance standards. 

Participating Tribes would~ expected to use P.L. 93-638 grants and indirect 
cost funding to meet their additional financial management needs to the greatest 
extent possible. For the eligible tribes, the supplemental funding would 
assure that the eo-called critical mass, in terms of resources to support a 
sound tribal financial and program management sy~tem, would be met. 

Through the continuation of this effort, it is intended that small tribes will 
attain and maintain a sound tribal administration; achieve and uintain the 
capability to operate contracted programs; and the capacity to maintain . 
property and accounting records so as to meet all essential performance 
evaluation standards and financial audits. 

Workload Data, estimated participation is: 

Small Tribe Consortiu.ms 
(Individual population of 
less than 400 persons) 

Tribal Participants 
( Individual tribes having· 
populations between 400 
and 1,500) 

Est. 
NUJnber 

· 15 

80 

<l:::>ject Class Distribution 

Est. 
Ave. Cost 

$80,000 

$47,500 

Estimat~ 
Total Cost 

$1,200,000 

$3,800,000 

$5, ooo, 000 

Grants, Subsidies and Contributions ••••••••••••••••••••••••••••••• $+5,000,000 

l 
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Justification of Program and Performance 

Activi ~y: Economic Development 
Subactivity: Business Enterprise Development 
Element: Economic Development Initiatives 

F.conomic Development 
Initiatives 

Total Requirements ($) 

(Dollar 

1982 
Appropriation 

Enacted to 
Date 

Amounts in Thousands) 

FY FY 
1983 1983 
Base Esti111ate 

10,000. 

10,000 

Inc. ( +) 

or 
Dec. (-) 

+10,000 

+10,000 

Introduction: For a number of years a variety of responsible persons have been 
concerned about an over-dependence on the Federal Government by many Indian 
tribes. This dependence often covers all phases of local economic, social and 
governmental performance. 

Indian reservations presistently experience high rates of unemployment, and jobs 
which have been createo, too often depend of Federal dollars for their existence. 

At the same time, many significant opportunities for the development of reservation 
natural resources have not been realized, with the result that badly needed jobs 
and i nccxne have not been produced in Indian communities. 

For several years the ~ppropriations Committees have urged the Bureau to 
develop initiatives which would address the problem of excessive tribal dependence 
of Federal funding. 

In view of the nation's economic and budgetary situation it has become even 
more imperative that tribes be given the opportunity to develop their natural 
resources as a way of providing jobs and incaoe. 

Various approaches have been explored to stimulate such development. The proposed 
initiative is a significant first step, which can be taken within exisiting funding 
authorities. 

Authorization: 25 u.s.c. 13 (The Snyder Act) is the basic authority under which 
the Secretary provides services to Federally recognized tribes. 

25 u.s.c. 450, Sec. 104a (The Indian Self-Determination Act of 1975) provides 
authority for grants to tribal governments for a wide variety of purposes, 
including the developu,ent of tribal resources. 

C 
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25 u.s.c. 451 (Indian Financing Act of 1974) is the •~thority under which the 
Secretary provides capital on a reimbursable basis to develop and utilize 
Indian resources ao that Indians will enjoy a 1tandard of living comparable to 
non-In~ian communities; and to provide capital through non-reimbursable grants 
to stimulate and increase Indian entrepreneurship and employment, and expand 
profit-making enterprises. 

The proposed FY 1983 program will rely upon authority contained in the Self
Determination ~ct to make grants to aid in the improvement and development of 
tribal resources. However, the Department 'Jill seek reauthorization and ~-
legislative amendments for the Indian Financinq Act that will attempt to 
correct existing deficiencies and will permit operation of an economic 
development program in FY 1984 which makes a full range of financial assist
ance options available, both for individual entrepreneurs and tribally 
sponsored ventures. 

Objective: Provides conditional grants to Indian tribes for the purpose of: 
1) initiating business development of natural resources; 2) encourage non
federal invesonen~; and 3) promot~ sound business principles. 

Base Program: Since the F.conomic Development Initiatives is a new proqrarn 
proposed for FY 1983, there is no base program. 

Increase for FY 1983: This initiative in economic development is proposed in 
FY 1983 to facilitate Indian tribal and in:lividual entrepreneurial initiatives, 
create jobs, and establish profit-making Inaian-owned economic enterprises by 
( 1) pc-oviding "seed 1T10ney" for the purpose of attacting further investment. from 
the private _sector in reservation economic development, (2) reducing institutional. 
procedural, and regulatory obs_tacles and harriers, 3) taking the lead in coord
inating and motivating Indian economic development programs throughout the Federal 
establishment, and 4) seeking and stimulating opportunities for reservation 
economic development involvinq individual entrepreneurs, tribal enterprises, 
and private sector, and the financial community. 

The activity vill be administered, monitored and evaluated by Bureau Central 
Office staff. ( A ·select committee composed of Bureau and Departmental staff 
will review proposals.) The committee will recommend action on each proposal 
to the Assistant Secretary. Management and technical assistance will be 
provided or contracted fpr where necessary expertise is lacking in an enterpriae. 
Relevant data will~ collected and evaluated in order to analyze and improve 
the fornulation and management of new or continuing enterprises. Specific 
economic development activities to be financially assisted will be selecte~ 
from the proposals generated by this program. In addition to economic feasibility. 
criteria for selection will inclu~e financial commitment of the proposer, the 
~egree of leverage evidenced by non-feder~l capital, the financial responsibility 
and management capability of the enterprise, the a.mount of eaployment and II 
income generated, and se~ration of business management from tribal government 
where the applicant is a tribe. The $10 million will be used to make about SO 
grants. 

The role of Indian tribes in this program activity is to determine the nature 
of the economic development that is suitable for its reservation, to provide 
the basic services of local governznent such as health, fire protection, and 
zoning, and fost~r an atmosphere of .governmental stability that promotes 
confidence and attracts private sector capital. 

II 
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The Section 104(a) grant is to provide no 1110re than 25\ of .the projected 
capital of a given proposal, W'i th the balance to come fr0111 "the 9ra.ntee and 

~ non-federal sources. Higher-leverage~rojects will~ given preference. 
Not more than 5\ of the total availaby vill be u•ed for feasibility studies 
and packaging of proposals. 

Adhereence to the criteria mentioned above will be conditions of each grant. 
Penalties will be incurred for non-compliance such as cancellation, recission 
of unexpected funds, and refund of some or all of the grant award. - ' 

The Bureau will assess the potential success of each proposed enterprise by 
considering the attributes of the tribal gov-ernment, the reservation, and 
the management system propose~. Th~ office vill also provide management and 
technical assistance to grantees where necessary to help ensure success and 
increase the business and management acumen of Indian entrepreneurs. 

Object Class Distribution 

Grants, subsidies, and contributions·•••••••••••••••••••••• $+10,000,000 
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PRINCIPLES FOR INDIAN '.ECONOMIC DEVELOPMENT 

FEBRUARY 1982 

Th~ _last sev.eral administrations have allocated to 

American Indians sizeable amounts of money for economic 

development without significant measurable result. These 

funds were distributed through several agencies and programs 

in support of social and economic objectives established by 

Congress. For the most part, these efforts have contributed 
• 

to the continuing Indian dependency that over history dis-

couraged Indian people from charting their own course, their 

own future, within the larger socio-economi~ setting of the 

United States. 

It is the goal of my administration to identify and 

support programs that encourage American Indians to pursue 

their own cultural and parsonal values and to help shape, 

and share in the economic growth of our nation. The 

improved value of Indian natural resources has stimulated 

the potential of Indians to participate in the economic 

gro'\ltth of our country. 

We must, therefore, set a new course, one that recog

nizes the failure of past policy. For the first time we 

have substantial resources of our o~m - many of them - to 

affect a change of direction. 

Here, then, are seven principles that I plan to follow 

in setting the policies of my administration:. , 

1. The social contract that flows from the treaty 

•. 
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relationship guarantees forever the integrity of Indian 

resources - our skies, lands, waters, and minerals. (I want 

to emphasize this statement of.the trust relationship to 

avoid any misunderstanding of my objectives and my program.) 
.. 

2.- · Economic independence is the essential foundation __ 

for Indian self-determination. 

3. Economic independence can be achieved only within 

the context of traditional American free enterprise. 

4. Successful_ enterprise is the result of freedom of 

action that is not achieveable with continuing Government 

involvement. Specific economic initiatives can best be 

identified and selected at Tribal and entrepreneurial levels, 

drawing from the same non-governmental resources that are 

available to any other entrepreneur. The safeguards to 

protect the wise investment of Indian capital are the same 

safeguards that our society establishes by law to protect 

all commercial enterprises. 

5. Indian enterprise can flourish only in the political 

environment of stable, responsible tribal governments. 

6. Mature tribal government can best be nurtured in 

an environment that is free from paternalism and a self

perpetuating bureaucracy. 

7. The capital produced from Indian resources is 

necessary for Indian economic development and shou1d be 

organized and managed in accordance with free market prin

ciples. 
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Good afternoon. 

REMARKS OF KEN SMITH 

ASSISTANT SECRETARY FOR INDIAN AFFAIRS 

AT THE INDIAN ECONCJ,1IC DEVELOPMENT SEMINAR 

DENVER, COLORADO 

MARCH 30, 1982 

I am really very pleased to be here at this meeting. It brings together 
tribal leaders, bankers, lawyers, business leaders, investment people and 
others interested in economic development on Indian reservations. 

The American Indian National . Bank is to be congratulated for planning and 
sponsoring this seminar -- and for bringing together these kinds of people to 
share ideas on how we can all join in developing the economies on Indian 
reservations. 

I think the exchange of information and sharing of experience here will be 
most useful to all of us -- and to the Indian community as a whole. 
I like what is happening at this seminar because it is positive and practical. 

It is easy today for Indian leaders -- or almost anyone -- to agonize over 
difficult times, talk about inflation and high interest rates and cut backs 
in Federal programs. Let me assure you that I share your concerns about 
these problems, which are legitimate concerns, and for which the Nation as a 
whole must earnestly search for solutions. 

But, while certain governmental actions in the social arena might be called 
for, I am particularly impressed with what is happening at this seminar 
because it is positive and practical. 

This seminar is aimed at getting something done for Indian tribes -- now 
and through the use of resources which are for the most part already available. 

This is a new beginning -- a time of change. I truly believe that with the 
minds of financial experts, planners and business leaders working with Indian 
leaders, that only some good can cor.ie of it. 

This morning we heard Phillip Martin tell us what his Choctaw Tribe did to 
bring business and jobs and an improved economy to the Choctaw Reservation 
in Mississippi. 

What they did there was not based on some special natural resource -- timber 
or oil -- which other tribes might not have. 

The only resource that mattered was people. 
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They had people there in leadership roles who wouldn't lay down and die 
because someone said economic development on a reservation was difficult. 
They also had people in the tribe who were ready and willing to work -- and 
who backed and supported the tribal leaders. 

The Choctaws also did not give up because they could not mortgage their 
tribal lands or because they did not have a big pot full of Federal money. 
They used intelligence and ingenuity to work out a unique way to finance 
their project -- and I understand you will learn more this afternoon about 
that approach. 

The other sessions of this seminar promise to be equally interesting and 
usefu l . 

I could continue talking about other aspects of this f i ne program -- but I 
want to move on to tell you a little bit about our economic development 
plans in the Bureau of Indian Affairs today. 

There are people who t hink reservations are impossible areas for economic 
development. 

They apparently think that Indians on reservations must foreve r li ve on 
Federal handouts. 

I disagree with them. 

We ca n be -- and must be -- optimistic about building economies on reservations 
but we also must be realistic. 

Indian tribes and tribal leaders must not give in to discouragement or 
despair or they will try nothing and accomplish nothing. 

Negative thinking produc es negative res ults . 

A positive outlook leads to action. You need to think success to achieve 
success. 

Being hopeful and positive, however, is an entirely different thing from being 
foolish. 

So Indian tribes and tribal leaders must be realists too. They have to look 
at the hard problems and the special difficulties of generating true economic 
development on reservations. 

In the past, when government funding was abundant, some Indian tribes went 
for the quick fix. They put together proposals -- which they really didn't 
believe in and whi ch didn't really deal with facts and reality -- but they 
looked good as proposals and they brought in Federal money and projects or 
enterprises that quickly failed. 

Those failures -- and most of us here could name a series of them -- brought 
jobs temporarily and money temporarily. 

I 
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But they hurt Indian tribes and people. They hurt our reputation. They hurt 
our self image. They stole our credibility with potential investors and 
business partners. 

Those days of easy, uncritical Federal funding are gone -- and I do not think 
we should r_egret it. .. 

We can forget quick fixes and economic bandaids. We must work together to 
achieve real development. 

The Bureau of Indian Affai rs economic development efforts now will be aimed 
at helping tribes to develop proj ects and enterprises that will be profitable 
and self-sustaining and consequently beneficial over the long term. 

As most of you know, we have requested $10 million dollars in 1983 to us.e as 
seed money to help tribes attract private funding for economic development 
ventures on their reservati ons. 

When you consider the scope of our concerns -- almost 290 tribes -- $10 
million is not a large amount. Through leverage, we intend to make it work 
like $100 million. But even this is not a large amount compared with the 
needs and the opportunities. 

So, if Congress ag rees , the Bureau will have some seed money available. But 
the tribes are going to have to do much more for themselves and through the 
private sector. 

Our plan -- and our purpose is to help tribes in their efforts to develop 
profitable enterprises on their reservations. 

Profit is the number one priority. And jobs are important too! Of course we 
all know the way to get the jobs and keep them is through a profitable 
operation. If the profitability is there, then the jobs will be there. 

If we don't think a proposed project will be profitable over the long haul, 
we will not invest in it. It is that simple. 

We can't afford to waste the limi~ed funding we will have. We have to show 
results -- improvements in tribal economies -- so that Congress will recognize 
the importance of our program to help more Indian tribes reach economic 
independence." We have to pick and back winners. 

This is not a program to make the rich richer. I want to stress this point. 
In fact, we may t urn down some applicants for seed money funding -- because 
they have enough resources of their own. 

I don't want to make any pre-judgments -- but I can see the possibility that 
my own Wann Springs tribes might not be considered a suitable applicant 
because they have substantial resources of their own which they can legitimately 
use for attracting private venture capital. 
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Some tribes have great natural resources, but lack stable tribal governments 
and are disorganized in their management of tribal affairs. They may not 
qualify because they are incapable of using the money well. 

It is useless, and wasteful, to put money into economic ventures where the 
basic huraao jnfra-structure for successfully doing business is not there. 

I have a report on my desk right now about a reservation that desperately 
needs economic development and which repeatedly has had projects fail and 
Federal funding for these projects lost, together with tribal funds. There 
is political chaos and instability in the government of the reservation. No 
economic development will succeed there until the governmental problems are 
solved. 

On the other hand, I know -- as do most of you -- that there are reservations 
with little natural resources that have successful enterprises and are doing 
well in building economic self-sufficiency. One example, on the seminar 
program this afternoon, is the Fort Totten Reservation with its Devils Lake 
Manufacturing Corporation. 

Having said all of this, what am I talking about when I talk about projects 
and economic development. Well, I never professed to have all the answers. 
But I do know that tribal leaders ought to be in constant dialogue with 
bankers and other financial experts discussing ways that both parties can 
make a profit in joining together. 

It just seems to me that if you can convince a financial interest that with 
the proper financial backing you can make a profit in some venture then he is 
going to loan you the money. 

What specific projects am I talking about? I don't know the answer to that 
as a government official, but you should. You have to think -- to plan 
-- to talk to each other -- and to ask anyone you know to help you come up 
with some innovative ideas on how you can help your tribe and your tribal 
members to survive. 

So, when we look at proposals from tribes asking for some of the $10 million, 
we are going to apply tough criteria in selecting tribes for the funding. We 
wi"ll have a board of experts from the financial markets review applications 
and make recommendations to us. The size of the proposed venture or the size 
of the tribe will not be a real factor in our determinations. If it's a 
smoke shop or a saw mill, a herd of cattle or a factory, the basic concern 
will be profitability and long-term economic benefit to the tribe. 

Now, what is our time schedule on our new economic development program? 

Draft regulations and other program detail will be developed by July 1, 1982. 

There will be two cycles because we know the competition will be keen. 

Applicants in our first cycle will be required to have their proposals in by 
December 31, 1982. Award grants will be. made by April 30. 
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The second cycle will end two months later and awards will be made by June 30. 

I think the most important factor in bringing about economic development on a 
reservation is a strong, stable tribal government. If you have that, you can 
hire the quality employees you need. 

· • 

In order to help you do that I have another new initiative in our Fiscal 1983 
plans. 

In addition to those monies already going directly to tribes, we are asking 
for $5 million to assist small tribes to acquire and ~aintain core-management 
capability to improve their opportunity to operate tribal and Federal programs 
more effectively. To demonstrate a commitment participants must agree to (1) 
prepare a tribal management program with specific, measurable objectives, (2) 
staff the program with competent personnel on a merit basis, and (3) understand 
that non-performance is cause for cancellation of the grant. 

Core management support will be provided initially to approximately 80 small 
tribes (population 400 to l ,500) under grants averaging $47,500; and to 15 
consortia of small tribes (population less than 400), average grant $80,000. 

There must be stability and continuous tribal direction so that long-term 
goals can be achieved. There must be strong leadership to initiate and 
maintain responsibility and accountability. I -am commited to these efforts. 

We do not confuse the Bureau's economic develpment programs with its social 
programs. Economic development is not a type of welfare assistance It is 
not designed solely to create jobs -- though jobs may flow from a good 
project. True economic development must produce profits. So we are concerned 
to help Indian enterprises and ventures that will be profitable and self
sustaining. 

In our economic development efforts, we are not looking for a panacea to 
solve all problems on a reservation -- or even a program that will immediately 
benefit all reservations. · Weare willing to move forward one step at a time. 

The $10 million economic development program will have a narrow, limited 
scope. It will help tribes that are: 

- Willing to risk some of their own capital. 

- Willing to reinvest pro~its. 

- Willing to separate business from tribal politics. 

- Willing to meet the accounting standards and requirements of banks and 
prospective joint venture partners. 

It will help ttibes that have pulled together to create strong, stable tribal 
governments. 
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Tribes that can recruit and train and retain quality employees. 

Tribes that are not changing economic directions and plans every two years. 
The changes in government through the political process -- which are legitimate, 
of course -- must not alter the management and economic development process. 

I think we can help such tribes to establish successful ventures on their 
reservations: 

Tribes that are positive in their outlook. 

Tribes that face the realities and try to solve problems. 

Thank you very much. 

# # # 

.• 
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Statement of Alan Parker 
Counsel, Karl Funke & Associates 

- -~ 

Before the Senate Select Committee on In1ian Affairs 
Oversight hearing on Indian Economic Develooment 

Mr. Chairm~n, members of the Select Committee on Indian Affairs, I 

wish to express my appreciation on behalf of the Indian tribes and 

organizations represented here today for vour agreement to schedule . 
this hearing on Indian economic develooment policies and issues. 

It is mv ryrivileqe to beqin the testimonv of Indian witness appearinq 
V 

before this committee by orovidinq a brief overview of these economic-.. 

connitions currently prevailinq in Indian Countrv which have prompted 

the leaders of the maior national Indian Orqanizations represented to 

reauest this hearinq. ~he National Congress of American Indians, 

Council of Energy Resource Tribes and National Tribal Chairman's 

Association will be oresenting testimony which summarizes a ioint . 

Indian position regarding long term, mid range and short term or 

immediate obiectives and needs. Taken toqether, their statements 

address Indian tribal economic needs and goals on a comprehensive, 

coherent basis. Their recommendations for legislative, administrative 

and tribal initiatives constitute, in our view, a historic first in 

ter~s of the formulation of a realistic ann achievable economic nolicv 

for Indian Affairs. This joint Indian testimonv is based on the 

lonqstanning nositions of Indian trihal leaders, as well as recommend

ations which have consistently been i~entifien bv the Conqress, the 

GAO and leading experts in the field of Indian Economic Develonment 

nnn we are convinced that it effectively outlines the ranqe of 

strateqies and tasks needed to achieve .real proqress towar11 the qoal 

of Inaian economic self-sufficiencv .. 
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Current Economic Conditions 

There is re?llv no room for debate over the fact that American Indians 

and ~laskan Natives exoerience oovertv and unemolovment ~lonq with the 

associated _i~cidences of. social oatholoqies, to an extent unequalled 
' 

by anv other qrouo in America. These findinqs have been documented bv 

every major task force and report on the subject ana the U.S. Bureau 

of the Census. Despite occasional and isolated examples of economic 

oroqress, Indian reservation-resinent per capita income, unemolovment 

nercentaqes an~ other relevant stan~ard of livinq criteria show that 

- the qap~ between the economic standarri of Indian ana non-Indian 

societv has been increasing rather than decreasinq in recent years. 

For example, in a recent reoort nrepared in Januarv 1982 bv the Navaio 

Nation entitled "A Matter of Life", the official RIA unemolovment rate 

for the reservation was estimated to be 75% ann orotected to exceed 

80% by 1983. In 1979 the Bureau of Economic Analysis, U.S. Department 

of Commerce, estimated that rural Indian income oer caoita was $3,246 

compared to the U.S. averaqe $8,773. While the 1980 census data on 

such items is not vet available, there is little doubt that it will 

confi~m the presence of. extremelv depressed economic conditions in 

Innian Country on a nationwi'le basis. In the f.acP. of these conditions 

of severe economic nistress, it is clear that there are no rich or 

ooor tribes, small or larqe tribes, the sufferinq ann nae.a is the same 

for all. These conditions have, of course, onlv been exce~hate11 bv 

~ramatic reductions in the level of federal assi~tance orovided to 

Indian Tribes in FY '81 ann 82. ~owever, the attention focus~d on 

these oroblems has hari the unintenden but ~enef.icial effect of 

sheddinq liqht on the unnerlvinq causes of deoressed tribal economv. 
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That is, the level of dependency on federal proqram assistance which 

has developed in Indian Country has been demonstrated in stark terms 

as a result of these federal budqet cuts, oarticularly in such areas 

as CETA, EDA, and HUD. Indeed, as forcefully pointed out in the Navajo . . ~ 

report, such federal proqrams have created and sustained the founda

tions for the economy on most reservations and the traumatic withdrawal 

of such assistance has not only undermined tribal efforts to create a 

viable nrivate sector economv but also cripplen their abilitv to Provide 

essential qovernment services. Because the level of non-federallv 

subsidized industrial and commercial activity on the reservations has 

been ~i~irnal, there are no real emoloyment alternatives to such federal 

?roqrams and, in the face of such stagqerinq levels of unemployment, the 

market for goods and services produced by the fledqing tribal private 

sector is itself depressed. Finally, the absence of a viable private 

sector on the reservation has greatly constrained the ability of Indian 

tribal qovernments to generate local tax revenues needed to support 

those essential government services and physical infrastructure 

construction necessary to attract private business and industry. 

() ~undamental Obstacles to Indian Economic Pro ress 

In stu~v after study commissioned bv the Conqress, the GAO, executive 

branch agencies and the tribes themselves, there is clear aqreement 

reqardinq the funnamental obstacles to ba l ancP.a economic orowth in 

Indian Co•rntrv: (it)e lack of access to develooment caoital ana sources 

of commercial credit for the Indian business enterorise ~evelonment, the 

t :.-1ack of effective control over the development and manaqement of Indian 

natural resources bv the In~ians themselves, and th! 3Jbsence of an 

experienced cadre of Indian manaoers and technicians. ~he testimonv of 
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the thte~ -Indian organizations will identify anci recommend tasks and 

strategies which can and should be taken to overcome these obstacles. 

For now it is sufficient to point out that these interrelated oroblems 

can be effectively a~elt with through a systematic and multifaceted 

approach the_ substance of which constitutes the economic policv beinq 

recommended on a joint basis by the Indian leaners themselves. 

Critique of oast and Present federal oolicies 

"Too little and too late" accuratelv describes past and present federal 

efforts to stimulate and support Indian economic cievelopment. Lackinq 

sufficient internal capital and effectively cut off from conventional 

sources of orivate financinq, Indians have found themselves almost 
~ 

totally dependent upon the federal government as their orimarv source of 

.capital for develooment. Since the 1950's, the federal qovernment has 

provined capital in the form of cataqorical grants, subsidized loans, 

loan quarantees and interest subsidies. The record of the federal 

proqrams Providing assistance to reservations has been mixed, and the 

impact of federal assistance has been diminished, accordinq to several 

Conqressional studies conducted over the past decade, because of. a 

number of deficiences in the administration of these oroqrams. They 

include inadequate project review and monitoring, inadeauate technical 

assistance, lack of effective coordination between aqencies and fundinq •. ~

The failure of these efforts to achieve meaninqful and tangible proqress 

has served to discouraqe manv tribes and their friends in the Conqress. 

Desoite this discouraqement, the experience qained over the Past decade 

has served to identify the steps that can be taken to overcome many of 

these deficiencies and shortcominqs in the administration of federal 

economic develooment assistance proqrams. As the followinq testimony 

will point out, an essential and vital role for such ~ederal assistance 

must be oart of any rational and carefully formulated economic ~iev ---
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policv for Indian Affairs. Indeed, anv attempt to build tribal 

economies which can, eventually, be truly self-sustaining, must be 

premised on continued assistance for physical infrastructure, 

develonment ~lanninq, investment incentives and development financinq__ to 

name onlv a few elements. 

Indian Economic Development and the Trust Rsponsibility 

A sound economic policy for Indian Country can onlv be based on 

adherence to the U.S. Trust Responsibility which includes as its 

essential elements snch leqal Protections for the Indian lanri an'1 

natural resources as preservation from sale or financial encumberance, 

exemPtion from federal and state taxation, nnd freedom from state 

control and requlation. All to often, the trust status of Indian lands 

"' ~~"t:J and resources is characterized as a negative influence on Indian 

economic development ootential in the sense that the trust status is a 

constraint on using these assets as collateral and security for 

financinq. However, such an arqument not only iqnores the fact that 

viable alternatives to such security interest protection mechanisms are 

well established, but also overlooks the positive aspects of the trust 

status in relation to economic develooment potential. Por examole, 

triballv owned business enterorises enjov siqnificant tax advantaqes and 

reservation based commercial activities mav be eliqible for federallv 

and tribnllv sponsored incentives ana protections which can serve to 

enhance their economic status. Thus, maintenance of. thP. trust 

r~soorysihilitv will serve to Protect the tribal status of the ~eserv

ation homelands and Provide a distinctivP. Indian nature to the trihal 

economv itself. At the same time, it can be exoected that the 

requlatory an~ bureaucratic nature of the federal trust aqencv will 
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diminish as tribes assert a greater level of · control ·over the 

development and management of their own natural resources. 

In closinq, I would like to aqain exoress my thanks to you, 

Mr. Chairman, for vour sincere interest in these matters which are 

of such vital importance to the Indian tribes and their people. The 

priority and urqencv which is ascribed to these questions of Indian 

Economic Poli cy by the leaders of the major Indian Tribal erqanizations' 
Th;. 

is atteste<'3 to bv their unorecedented efforts to formulate ·• joint - · 

o6sition to he oresente<'3 to this com~ittee. This conclu~es mv 

statement. 




