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Transcending Borders in Tribal Nation-Building
Stephen Cornell

Dr: Stephen Cornell, co-founder of the Harvard Project on American Indian Economic Development at the John E.
Kennedy School of Government at Harvard University, recently addressed the Standing Committee on Aboriginal
Affairs and Northern Development, House of Commons, in Ottawa, Canada. The following is the excerpted transcript
Jrom his address, which, among other things, discusses what really does and should matter to indigenous peoples—
whether they reside within the borders of the United States or Canada—when they attempt to engage in the often
difficult process of tribal nation-building.

economic development among Indian nations in the United States and, to a lesser extent, First Nations in

Canada. This research has involved a good deal of work with indigenous peoples in an effort to address some
of the governance and development challenges they face. However, I should point out that the greater part of that
research and applied work has been in the United States; and our research results are based almost entirely on U.S. data.
While I have met with a number. of Canadian First Nations; have addressed. many of them, and have worked with
several, my knowledge of the Canadian case is limited. As you well know, there are important differences between the
situation of Indian nations in the United States and that of First Nations in Canada, and some of those differences may
be significant in attempting to translate what I, say here into the Canadian'context. Nonetheless, what we have learned
in Canada over the last few years has convinced us that much of what we have found in the United-States has
applications here. '

My colleagues and I have spent much of the last fifteen years engaged in research on self-governance and

In this statement, I report some of the key findings of the research we have done and the implications.that we see for
public policy toward indigenous peoples.

The Harvard Project on American Indian Economic Development

The Harvard Project on American Indian Economic Development began. with a simple question that has turned out to
have some intriguingly complex answers:. Why, we;wondered, did some Indian nations appear to be “better,” so to
speak, at economic development than others? By ‘“better” 1 mean that they were more successful at generating
sustainable, productive economic activity on their lands, activity that reflected their priorities and met their own
criteria of success. Indeed, since the mid-1970s, a small but significant number of Indian nations have made major
progress in escaping the relentless poverty-that has long characterized most of what is known in the U.S. as “Indian
country.” A few quick examples from the last twenty years should give you the flavor of what caught our attention.

In the 1980s, a decade in which socioeconomic conditions on reservations generally were deteriorating, the White
Mountain Apache Tribe in Arizona was running nine tribally-owned: and -operated businesses, including a trophy-
quality elk hunt, a manufacturing enterprise making helicopter parts for the U.S. Department of Defense, a ski resort,
and one of the most productive and efficient forest and sawmill operations in the western United States. Today, the
Apaches are a major economic player in the economy of east central Arizona. Local, non-Indian chambers of
commerce look to the Apaches as key to the economic future of the region.

At one point in the 1970s, the Citizen Potawatomi Nation in Oklahoma had $550 in the bank. Today, the Citizen
Potawatomis own the First National Bank of Shawnee, Oklahoma, as well as an array of retail and media businesses.
It is a major regional employer offering jobs not only to its own members but to non-members. In 1997, its
unemployment rate was 10 percent—high enough, but dramatically lower than the Indian country average—and only
16 percent of those tribal members holding jobs were employed in the tribal or federal government sectors. The tribe
has moved from pariah status in the local, non-Indian conception (“lazy Indians™) to a position of political and social
power in the region.

The Mississippi Band of Choctaw Indians offers another case of economic transformation. In the 1960s, the Band was
mired in poverty, with unemployment approaching 30 percent and more than half of Choctaw families earning less than
$1,000 per year. A third of Choctaws had no formal education; fewer than ten percent had finished high school. The
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better-educated members—particularly men—were
leaving for economic opportunities elsewhere. Since the
1970s, in a remarkable turnaround, the tribe has created
more than 6,000 jobs on the reservation. It has become
theTargest employer in east central Mississippi, a region
of few opportunities and a long history of black, white,
and Indian poverty. The tribe now imports labor
because there aren’t enough Choctaws to fill all the jobs
they have created; every day thousands of black and
white workers drive onto the reservation to work in
Choctaw businesses. For the last ten years, Choctaw
incomes have been rising faster than the state average in
the region and unemployment has fallen to just over half
the state average. Furthermore, Choctaws today have
one of the highest rates of indigenous language
retentjon in the United States, and many-of those who
left the reservation years ago are coming home.

In New Mexico in the 1980s, Cochiti Pueblo, culturally
one of the most conservative tribes in’the country,
brought its own unemployment rate down to just over
10 percent. It put together one of the most efficient
development corporations around and built an economy
based largely on recreational and retirement services.
According to Golf magazine, it runs one of the finest
public golf courses in the United States. This is a nation
in which indigenous culture  remains ‘elaborate,
powerful, and vibrantly alive.

It is worth noting that several of these tribes have
gambling establishments today. But not one of the:four
was dependent on gaming income. for its early
economic growth. For some U.S. tribes, the gaming
industry has been crucial-to-their economic success.
But not in these cases. i

There are other cases as well that I could discuss, but
these illustrate the sorts of things that have been
happening over the last two decades and that prompted
our work. Through the Harvard Project, we set-out'to
discover what these and other nations were doing right.
How could we account for the divergent pattern of
recent reservation economic development?

Research Findings

We approached the preceding question in three ways:
(1) systematic comparison of economic development
processes and outcomes in a field sample that
eventually rose from a dozen to nearly two dozen Indian
nations, some successful, some not; (2) statistical
analysis of such data as we could assemble on
approximately seventy tribes; and (3) pro bono
consulting projects carried out by graduate students on
tribe-specific policy issues identified as critical by

various Indian nations.

To date, four key findings have emerged from this
research.

(1) Sovereignty—self-governance—matters.

Put simply, self-rule appears to be a necessary but
not sufficient condition for sustained economic
development on American Indian reservations. After a
dozen years, we have been unable to find a single case
of an American Indian nation demonstrating sustained,
positive economic performance in which somebody
other:than the Indian-nation-itself is making the major
decisions about resource allocations, development
strategy, and related matters. In case after case, we have
seen development begin totake hold when outsiders are
moved from decision-making roles into resource roles,
replaced in the former capacity by indigenous nations
themselves.

The reasons-for this are several, among them the fact
that it ‘puts the development agenda in Indian hands.
As long as some outside agency carries primary
responsibility for economic conditions on Indian lands,
development decisions tend to reflect the outsiders’
agendas. In the'U.S,, this has meant that considerations
such as protecting agency budgets or expanding agency
authority or avoiding media-worthy disasters were
frequently given disproportionate weight in decision-
making. When tribes begin making the decisions, those
decisions begin to reflect tribal agendas. But there’s a
still'more important reason-for such a shift: the link
between decisions and their consequences. Outsiders
bear fewer of the consequences of their decisions and
therefore are subject to-a much less dependable—i.e.,
less disciplined—leamning curve. When outsiders make
bad decisions, the community bears the brunt of the
costs but has no power to respond with better decisions
in- the future. Once decisions move into the hands of
those whose fortunes are at stake, the decision-makers
themselves begin to bear the consequences of their
decisions, reaping the rewards of good decisions and
paying the price of bad ones. As a result, over time and
allowing for the learning experience, the quality of the
decisions improves. In the long run, Indian nations
repeatedly demonstrate that they are better decision-
makers about their affairs and their future than outsiders
are.

This finding is not merely a matter of broad policy
orientations. It appears in the analysis of specific
economic activities. For example, the Harvard Project
carried out a study of forestry operations in 75 Indian
nations with significant timber resources. These
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resources typically are managed in one of two ways.
Either the federal government, via Bureau of Indian
Affairs forestry operations, manages a reservation’s
timber industry, or the tribe manages it via its own
forestry operations. The study found that for every job
that moved from BIA forestry to tribal forestry, both
profits and productivity rose. In brief, the tribes were
better managers of their own forests than the federal
government was—after all, it’s their forest, and they
bear the consequences of forest management decisions,
no matter who makes them.,

My colleague Joseph Kalt: has:pointed out that our
finding on self-rule should be familiar from other cases
around the world. For example, we are not surprised
that economic development failed to take hold in
Eastern Europe as long as the Soviet Union in effect
was making the major’ decisions about resources,
development strategy, -and other matters. Why, then,
should we be surprised to learn that Indian nations, too,
benefit from replacing outsiders in the -major decisions
that affect their lives?

(2) Governing institutions matter.

But self-rule is not enough to- produce  economic
growth. Sovereignty must be exercised effectively. if it
is to lead to significant, sustainable-development.
Harvard Project ‘results show that the chances of
sustainable development rise as Indian nations. put
in place effective, non-politicized' tribal courts or
other dispute-resolution.-mechanisms, shut down
opportunistic behavior-: by politicians, = eradicate
corruption, place buffers between day-to-day business
management and politics, build capable bureaucracies,
and so forth. Our second finding,” then, is that
sovereignty that is not backed up with effective
institutions of governance is unlikely to yield sustained
economic development.

Why are institutions so important? Institutions send a
message to potential investors. If the message is
positive (stability, depoliticized business management
and dispute resolution, procedural efficacy, regulatory
regimes that make sense, etc.), the chances of
investment rise. If the message is negative (the reverse
of the above), the chances of investment fall. And I
should emphasize here that I intend a broadly inclusive
meaning of the term “investors,” embracing not only
those with dollars but those with ideas, energy, time,
or any other resource that can be an asset to
development—regardless of whether or not they have
dollars as well. Thus, tribal members of meager means
are as much potential investors in the future of their
communities as anyone else is. They may take a job in
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tribal government; they may start a small business; they
may go to work in the local school. Importantly, they
are likely to make investment decisions on much the
same basis as outsiders or as those with substantial
financial resources: where is my investment—of time,
energy, ideas, or money—likely to be most productive,
satisfying, and secure? Institutions are a major part of
the community’s answer to this question and, therefore,
are one of the central pivots on which development
turns. Investors have choices: to bet on the future here,
somewhere else, or not at all. In building effective
governing institutions, Indian nations send a message to
investors, including-their own peoples, and pave the
way . for productive economic development.

For many tribes, this has meant reorganizing governing
institutions to:adopt separations.of powers, checks and
balances, independent court systems, and other tools of
good governance. The results can be striking. John
Barrett, Chairman- of the Citizen Potawatomi Nation
in Oklahoma, which is one of the more dramatic
economic successes not only in Indian country but in
rural._development anywhere in' the United States,
effectively made the point. In"a telephone conversation
with me last August, when I asked him about the role
of ‘transformed political institutions in his tribe’s
achievement, he stated categorically, “if you’re not
talking. about' constitutional reform, you’re not in the
economic development ballgame.”

(3) Culture matters.

So institutions matter, but not just any set of “efficient”
institutions will' meet the challenge. The third finding
from our research has to do with something we call
“cultural match.” If Indian nations are to mobilize
community energies and resources on behalf of
productive ‘economic development, these governing
institutions have to have the support of the people they
govern.-This in turn appears to be a matter of the fit
between the formal institutions of governance on one
hand and 'indigenous conceptions of how authority
should be organized and exercised on the other.
Institutions whose form departs significantly from such
indigenous conceptions fare worse than those that build,
sometimes innovatively, upon such conceptions. In
other words, institutions have to be structured so as to
maximize their governing effectiveness, but they also
have to resonate with indigenous political culture if
they’re going to deliver the goods.

Unfortunately, many Indian nations have only poorly
developed or inappropriate governing institutions.
Outsiders—typically the federal government—both
designed and, in effect, imposed the governing
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institutions through which many contemporary Indian
nations attempt to achieve their goals. Most such
institutions were never conceived as tools for the
management of sovereign societies and, therefore, lack
crucial elements that support good governance.
Furthermore, many are starkly at odds with indigenous
political cultures and, consequently, find little support
within their own communities. Given these two facts,
small wonder many of these institutions don’t work
very well. The successful Indian nations we’ve looked
at for the most part have solved this problem, either
adopting or inventing institutions that match their own
contemporary political cultures and that are capable of
delivering good governance.

As this suggests, the resulting institutional. solutions
may not be the same ‘across cases. On.the Flathead
Reservation in Montana, home of the Confederated
Salish and Kootenai Tribes, the governing:institutions
look very familiar: a parliamentary-style legislature and
executive, a_strongly -independent judicial system
that provides depoliticized decisions, a professional
bureaucracy, and so forth. It works well and has made
this reservation one of the most ' successful in the
country. Cochiti Pueblo in New Mexico also has a
strong economic record, but - the institutions of
government look very different. There are no
democratic elections at Cochiti; there is no'independent,
formal judicial system. The Pueblo is a theocracy in
which ultimate political power is vested in the cacique,
the leading religious authority’ in' the' Pueblo, who
appoints those who will -fill: the senior' governing
positions each year. Cochiti governs itself in ways that
remain similar in detail to the. governing: structure
discovered there by the Spanish centuries ago. How
does it provide good governance? Indigenous culture
remains strong enough to shut down political
opportunism and guarantee that the community’s
leaders use their positions to advance the interests of the
community instead of their own. Rooted in a"still
vibrant culture, the structure works because it has
cultural match, and therefore enormous legitimacy with
the people.

In other words, Indian nations face similar institutional
challenges—the challenges that all self-governing
societies face. But their solutions may be very different,
reflecting the diversity of political cultures they still

carry.
(4) Strategic thinking matters.

We have little other than anecdotal evidence for the
fourth finding, but it increasingly appears that those
Indian nations that think strategically do better than

those that don’t. In the last century or so, most Indian
reservations have seldom been characterized by
strategic thinking. There are good reasons for this. If
political and economic control lies largely in the hands
of outsiders, what’s the point of strategic thinking?
Without the power and resources to implement a
thoughtful development strategy, why spend the time
coming up with one?

Another reason is the often desperate economic and
social conditions of many Indian reservations. Such
conditions place enormous pressures on elected tribal
leadership.to “get something going.” The “something”
can be almost;anything, as long as it produces jobs.
Faced with typically short terms of office, frequent
political turnover, and an endless stream of petitioners
looking for relief; tribal leaders tend to look for quick
fixes for development problems. Their development
strategy, in effect, becomes band-aids, firefighting, and
opportunism. It pursues whatever can be funded,
typically. via federal grants; pays less attention to
sustaining businesses than-to starting them; and puts a
premium-on~ hitting home runs instead of building
economies_incrementally. It also pays little attention to
long-term goals, priorities, or concerns.

The alternative is strategic thinking: a systematic
examination not only of assets and opportunities but of
priorities and concerns. What kind of society do we
hope to build? What do we want to change? What do we
want to-preserve or. protect? What kinds' of prices are
we willing to pay for development, and what kinds
of prices are we unwilling to pay? Unless such
considerations are thought through, decision-making
occurs in a strategic vacuum, simply reacting to the
pressures of the. moment-or to funding decisions made
thousands of miles away by governments serving
diverse -interests and handicapped by limited local
knowledge. With a strategic perspective in hand, tribes
at least have a set of criteria by which to evaluate
development options.

Economic Development as Nation-Building

With the exception of the analysis of assets and
opportunities that a strategic approach requires, none of
these factors is something we would identify as
classically “economic.” This doesn’t mean that so-
called “economic” factors matter little in reservation
economic development. To be sure, having good natural
resource endowments is helpful, but the distribution of
natural resources does not explain the pattern of
development that we see on Indian reservations in the
United States. Having good human capital is helpful,
but educational attainment does not explain the pattern
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of development that we see. Market access is helpful,
but proximity to markets or good transportation systems
does not explain the pattern of development that we see.

Our research indicates that the factors that do the best
job of accounting for the variance in reservation
development outcomes are political factors. Economic
development is first and foremost a political problem.
This is true even of financial capital. Having access to
investment capital is helpful, but our evidence strongly
argues that it is those nations that have taken control of
their own affairs and have backed up, that control with
effective governing institutions that are ‘more likely to
attract investment capital.

This has directed our attention in our work with Indian
nations to what we call “nation-building” or *nation-
rebuilding.” The task is to increase the capacity. of
Indian nations to effectively assert self-governing
powers on behalf of their own economic, social, and
cultural objectives.

How have we done this? Much of our effort has been
educational: disseminating the results of this research'so
that Indian nations themselves understand our findings
and their implications. We have done this both via
written reports and via executive education sessions for
senior tribal leadership and management. We also have
made a substantial effort to communicate the results of
this research and its implications to state and federal
policymakers.

We can see some signs that-this effort has had some
effect. A number of Indian nations in recent years have
adopted a nation-building approach  to. economic
development. We can hardly claim all the credit for this,
although some nations have consciously followed the
implications of our research. But we did not invent the
nation-building approach. It is something that certain
Indian nations themselves—consciously or not—
developed in recent years; the results they-achieved
captured our attention. But I believe “we have
contributed to a change in the nature of the conversation
in Indian country about economic development, which
has shifted over the last decade and a half from a
conversation largely about federal grants, picking
winners, and short-term fixes to a conversation about
building societies that work.

Implications

The development challenge in Indian country is
daunting. American Indian reservations include the
poorest populations in the United States. Indian nations
face a sobering array of obstacles as they try to improve
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their own socioeconomic welfare, from physical
isolation in many cases to racial discrimination to a
long-established (and federally encouraged) culture of
dependency to an embittering legacy of federal
paternalism and control. Many have had their
economic resources systematically stripped away over
the years; today, they often face the determined
opposition of non-Indian constituencies who long since
came to view those resources as their own.

Our research does not suggest that meeting the
development challenge will be easy. It does not suggest
that there will be any quick solutions. But it does argue
(1) that there are important success stories in Indian
country - that demonstrate that the development
challenge can be met, and (2) that there are steps Indian
nations and state and federal governments can take
to_improve the chances of 'sustainable economic
development in Indian communities.

What are those steps? In the United States, at least, we
see the following implications of  this research. For
federal and state governments, the primary implications
are two:

Support tribal sovereignty. The evidence is persuasive
that sovereignty is one of the most potent development
assets Indian nations have. Undermine indigenous self-
governance. and increase the likelihood that we’ll see
another few generations of poverty and its attendant
costs. Support indigenous self-governance, and you
make 'sustainable reservation “economies possible.
Furthermore (and .this ‘is'‘another” of our research
findings), the evidence is: persuasive that as Indian
natiéns move out of welfare dependency and become
economically = productive, they typically make
contributions to surrounding economies: jobs, business
for non-Indian vendors, increased tax rolls, reduced
burdens on non-Indian tax-payers, etc. Given that
successful reservation development depends in part on
self-governance, there is a lesson here: more often than
not, tribal sovereignty is a win-win proposition for both
Indians and non-Indians.

Invest in building the institutional capacity of Indian
nations. This is not a matter of training more
accountants or mid-level managers. It has to do with
nation-building: assisting Indian nations in putting in
place the institutional foundations for successful
societies.

For Indian nations themselves, the tasks are even more
complex, but the implication of this research is simple:
Successful Indian nations assert self-governing powers
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and back up those assertions with governing institutions
that are both effective (they deliver the goods) and
appropriate (they match their cultures). The challenge
for tribes is building nations that work.

In closing, I would like to note that, while our work has
been centered in the United States and our data is almost
entirely U.S. data, there is growing interest in this
research among First Nations in Canada. In the last two
years, we have received a rapidly growing number of
requests from First Nations or organizations to share our
results with them and work with them on their
own, emerging, self-governanceand development
challenges. We look forward to working with those
nations and hope that we can make this work useful not
only to them but to non-Native policymakers,as well.

Finally, it would make eminent.good sense to examine
the limitations of the research I'have reported to you and
to inquire about the transferability of our findings to
Canadian First Nations. Let me make a-few points in
this regard.

First, what T have reported to" you ‘is based. almost
entirely on U.S. data..We do not have comparable data
on Canadian First Nations and, to my knowledge, no
one else does either. No research comparable in scope
has been done here; “although we and. others have
discussed it.

Second, there are significant, relevant  differences
between the situation of Indian nations in'the United
States and that of First Nations 'in-Canada. These
differences are perhaps first ‘and foremost legal or
political in nature, but there are also demographic and
geographic differences, very different relationships with
the provinces compared to tribal relationships with the
individual states in the U.S., and others. These may well
complicate some of the relationships that we have seen.

Third, two of these differences deserve to ‘be singled
out. The first is the fact that the right of Indian nations
to govern themselves is well established'in the U.S.,
even if it is under frequent challenge. It is explicit in
many treaties; it has found uneven but often robust
support in U.S. courts, including the Supreme Court;
and it has found substantial support on occasion among
the U.S. population at large. It may be under attack, but
at least it has been widely recognized and, as our
research indicates, is a potent and viable development
asset. In Canada, however, as I understand it, the
appropriate extent of Native self-governance remains
very much at issue, and Canadian First Nations do not
at present enjoy to the same degree the self-governing
powers of Indian nations in the U.S.
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The second difference we should note has to do with
land base and population size. As in Canada, there is a
large number of very small tribes in the U.S. with
similarly small land bases, especially in Alaska and
California. But there also are seventy or so tribes with
populations approaching or exceeding 1,000 people,
some with populations well over 10,000, and some with
land bases of very considerable size.

A question arises: What should we make of these
differences? That they are somehow significant seems
obvious. The question is: do they render our research
results irrelevant to-the Canadian case?

I_very much doubt it. We have seen tribes both small
and large have significant effects on their development
prospects by paying attention to the kinds of things that
have emerged from, this-research. Surely the same
principles—self-governance, good governance, cultural
match, and strategic thinking—apply here in Canada as
they.demonstrably:do not only among Indian nations in
the U.S. but more.generally-among the nations of the
world.

The' question is how to implement these principles.
Certainly some workable-strategies are available. For
example, small bands can gain economies of scale in
organizational alliancewith bands of like cultural
background, overcoming demographic disadvantages.
In other .words, size does not appear to be a necessary
limitation on significant.economic progress. Nor is the
size of the land base. As the -Mississippi Choctaw and
Citizen Potawatomi cases, among others, show, natural
resources are not'the essential key to development.

As for support for self-government, I think the U.S. case
is instructive. The United States government spent most
of the 20th. century searching for a policy that would
deal effectively with the poverty and related problems
of Indian reservations. They tried shutting reservations
down; they tried cultural suppression; they tried urban
relocation; ‘and so on. In the mid-1970s, partly in
response to aggressive Indian demands, they turned to a
policy of self-determination—self-rule. They gave it
only half-hearted support, but Indian nations seized the
opportunity and began to wrestle with the challenges of
practical sovereignty—of genuine decision-making
power. Some have done better than others at meeting
those challenges. But one thing is clear: to date, self-
rule is the only federal policy that has led to significant,
lasting economic progress in Indian country. In a
century of flailing around, it is the only policy that
has worked. I believe that constitutes a powerful
recommendation.
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