








the tribe and the state, in addition to the federal govern-
ment, Courts have split, favoring both sides in this matter
and creating uncertainty about whether a given business
will be subject to state taxes above and beyond Indian
taxes.* Tribes and states could resolve this problem by
negotiating tax revenue sharing plans, thus eliminating
the need for costly litigation and encouraging private de-
velopment of reservations. However, states and tribes still
are willing to risk revenue in order to retain full taxing
authority and to deter business development rather than
negotiate with one another.® :

Tribes do not have much to offer private businesses.
With time and money, workers can be trained and infra-
structure improved, but the poor location of reservations
cannot be changed. However, with many non-Indian
communities offering so much more to businesses, Indian
reservations have little chance of attracting the businesses
that can sustain trade and help a community to prosper.

Replace BIA Programs with
Direct Grants to Tribes

Replacing BIA programs with direct grants to tribes is a
popular alternative with Indians. The federal government
spends roughly $3.3 billion on Indian programs annual-
Iy* for the two million Native Americans in the country®
and gets dismal results; thus, replacing government pro-
grams with tribal initiatives may find support in Congress.
However, Wilma Mankiller, Cherokee Nation Chief, who
supports this idea, has stated a common sentiment; given
the entrenched nature of the bureaucracy, dismantling a
federal agency is probably not a realistic idea.®

If direct grants to tribes were initiated, protecting the
integrity of the program is paramount. Tribes may be
asked to restructure their governments to prevent domi-
nation by a particular individual, and other measures
could be put in place to ensure that the grants were not
embezzled or misappropriated.”

The disadvantages of increasing the number of direct grants
to tribes are speculative. Historically, when tribes have been
awarded large sums of money (usually by the courts) the re-
sult is an economic boost for neatby, non-Indian economies.
Few reservations are equipped with even the most basic
services and many purchase necessities from non-Indian mer-
chants. If grant money is funneled through tribes to individu-
als, the money could quickly leave the reservation. A dramat-
ic example of this occurrence is the Pine Ridge reservation,
where 91 percent of the $82 million received by the tribe and
individuals each year is spent on non-Indian business
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The lack of strong, financially knowledgeable leadership
on reservations may also limit the effectiveness of grants
to solve economic problems. If the BIA could be disman-
tled, and if the tribal leaders could ensure sound, effec-
tive use of these grants, this alternative might have more
support. Yet the extremely low feasibility of dismantling
the BIA greatly undermines this option. Congress cannot
be expected to fund both the BIA and a dramatically
increased tribal grant program. Therefore, this alternative
is not politically feasible

Micro-Enterprise Development

Micro-enterprise development, a relatively new approach
to economic development, promotes the creation of
small businesses on reservations on a case-by-case basis.
The proposed programs under this approach include
modest loans and entrepreneurial training for individuals
or small groups seeking to start their own businesses.
While the Small Business Administration claims that
three-fifths of all small businesses fail in the first six
years,® supporters of this idea contend that those that fail
probably did not have the support or training provided
under micro-enterprise programs.

“Tbe federal government spends
roughly $3.3 billion on Indian
programs annually for the two

miillion Native Americans in the
country and gets dismal resulis . . .

»

The need for basic services on reservations creates a
market ripe for development by Indians. While this mar-
ket is not abundant, Indian gas stations and convenience
stores have enjoyed moderate success in the past several
years. The popularity of Indian arts and crafts presents
another viable business opportunity for Indians. For
example, Robert Redford’s Sundance Catalog and Ralph
Lauren’s Polo Stores both buy Navajo jewelry from a
small, non-Indian, jewelry wholesale company.® With
an understanding of management techniques, this same
business could be run by Indians, increasing the overall
share in profits from Indian products.

The advantages of micro-enterprise development are
increased self-sufficiency and development of individual
talents, skills, and motivation. Unfortunately, providing
business training, financial consultation, and small loans
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on an individual basis is an expensive undertaking. Fur-
ther, while several non-Indian groups have had some ini-
tial success with micro-enterprise programs, these efforts
are relatively new and long-term effects are uncertain. A
non-Indian example of a micro-enterprise program is the
Women's Self-Employment Project (WSEP) in Chicago,
which makes small loans, usually in hundreds of dollars,
to low-income women who want to start new businesses.®
The success of these small businesses is tempered by the
fact that the WSEP loses money on these loans, (a pro-
gram of smaller loans costs more to administer than do
larger loans).* Federal or tribal governments attempting
micro-enterprise projects would probably have to absorb
these costs. Micro-enterprise development is an expensive
undertaking, with uncertain long-term benefits, and is the
unlikely choice of eijther the federal or tribal governments.

Gaming

In relation to the other policy options under consideration,
gaming has one big advantage. While the others are more
experimental, gaming has already proved itself, at least

in the short run. However, gaming raises serious doubts
about the long-term stability of reservations’ economies.
Most notably, gaming has taken tribes from no-industry
communities to one-industry communities. Although this
is progress, many tribes are now entirely dependent on
one business, the casino. Should the market for casinos
and Bingo halls become saturated, or should gaming lose
its current popularity, tribes have no altemative.

The suitability of gaming to a low-skilled work force

is a double-edged sword, since gaming does not improve
workers’ skills. Consequently, if gaming ever fails to
sustain Indians, tribes could end up in the same dis-
tressed economic condition that existed before gaming.
Although gaming is lucrative, it fails to keep money
within reservation economies. Indians still spend an
average of at least 50 percent of their household income
at businesses off reservations.® This diversion of revenue
decreases the financial stability of tribes, and, coupled
with political pressures, makes long-range financial
planning even more difficult for tribal leaders. Chiefs and
council members are struggling to make tough decisions
about the distribution of gaming profits; the money could
be distributed directly to tribal members (although this
money may immediately leave the tribe's economy), or
invested in long-term’projects, which are not always
popular among those constituents still living in poverty.
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Recommendations
Although gaming falls short in several areas of economic

- development for reservations, opportunities exist for tribes

to ensure long-range economic security. Tribes should use

gaming as a tool to improve the quality of the Indian work
force. Even though the industry provides many low-skill or
no-skill positions, management is an integral part of the .

. gaming industry. Lack of casino experience, and business

experience in general, has led many tribes to contract out
the management of their casinos to the approximately 150
non-Indian management and investment groups working
with Indian gaming projects.® Tribes want to guarantee that
their interests and investments are protected by qualified in-
dividuals, vet tribal members will not develop this expertise
unless they are allowed to gain firsthand experience in casi-
no operation. Over time, the numbers of Indians actually
managing the tribal casinos will surely increase, but concen-
trated efforts by tribes to speed up the education and train-
ing process would help to put more Indian casinos under
Indian management, making tribes even more self-reliant,

“Gaming bas taken tribes from
no-industry communities to
one-industry communities.
Altbough this is progress, many
tribes are now entirely dependent
on one business, the casino.”

Another step tribes should take to increase economic
growth is to develop the secondary businesses associated
with casinos. Restaurants, hotels, and general stores are
all supported by the gaming industry. The number of
articles devoted to Indian gaming in restaurant and

hotel trade magazines indicates that the tourism industry
foresees a profitable market for these services near
Indian casinos. Hotels and motels near Indian gaming
operations have even entered into cooperative marketing
agreements and offered package deals with Indian
casinos to promote business.” Casinos draw patrons
who need food and shelter, even if only for one night.
Tribes should take advantage of this opportunity and
provide meals and lodging on reservations instead of
forcing patrons to seek these necessities at nearby, non-
Indian communities,
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Investing in small businesses requires coordination and
commitment from tribes. The fledgling restaurants and
hotels require venture capital, trained managers, and
community patronage during the early years. Uncharacteris-
tic of other micro-enterprise programs, these businesses
already have a high demand for their service, lessening the
risks associated with new businesses. Tribes whose casinos
are drawing steady revenues should encourage their mem-
bers to undertake such ventures. Admittedly, this kind of
development relies entirely on the gaming industry. How-
ever, should the industry ever falter, tribes will be left with
a more experienced, educated, and marketable work force,
ready to adapt to new economic opportunities.

For those tribes not yet ready to pursue Indian-owned
and operated businesses, such as restaurants and hotels,
encouraging private development of these industries on
tribal land is a better alternative than continuing to allow
non-Indian communities to reap all of the secondary
benefits of gaming. If tribes do not enter this secondary
market, they should at least attempt to maximize profits
by entering into partnerships with private developers
who appreciate the importance of keeping patrons, and
their expenditures, on the reservations. The revenue

generated from these ventures should then be invested
back into the reservation through infrastructure improve-
ment, education, and job training.

Finally, tribes have enough leverage to resolve some of the
tribal-state tax conflicts that deter businesses from develop-
ing on reservations. Tribes must recognize this conflict as a
serious barrier to development and focus their efforts on re-
solving these problems ahead of time to make reservations
more attractive to the business community.

Gaming is an industry with limitations. Casinos and Bingo
halls cannot, nor should they be expected to, solve Indian
problems, yet gaming creates a comerstone upon which
tribes can build their economies, The revenue generated
by gaming allows tribes to strengthen their futures by pro-
viding investment in infrastructure, education, and solutions
for the variety of social problems plaguing reservations, No
other alternative, by itself, guarantees Indians the ability to
turn. their initiative, persistence, and desire for self-reliance
into reality. Decades into the future, gaming may not be
the business of choice for reservations; however, at the
moment, casinos are Indians’ best bet, #

Notes

11 wish to thank my editor, Mark Larson, for his advice and
suggestions. I would also like to thank Professor Bayard Catron
for his invaluable assistance and Kathleen Donahue for her dili-
gent work on this article,
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