SUMMARY OF REMARKS
Patrick Borunda, Executive Director
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Thank you for this opportunity to comment on Senate 2010, which we hope will become the
Native American Business Development, Trade Promotion, and Tourism Act of 1998. My
remarks are shaped by my experience as the Executive Director of ONABEN - A Native
American Business Network. Our regional, multi tribal organization is charged by our member
tribes to create a private sector in Northwest Indian Country. | am pleased to report significant
success. | am confident that our experiences are replicable elsewhere. Thisbill may play a pivotal
role in making this possible. To that degree | am enthusiastic about the bill.

Notwithstanding, | am critical of some aspects of thislegidation. | believe it can and should be
strengthened in specific ways.

All observers of Indian Country today are aware of the intense interest focused on Indian gaming.
What few have articulated is that the real story of Indian gaming is neither in the profits nor in the
intense political controversy. The most significant effect of Indian gaming is wages entering local
economies. Like anutrient bloom in formerly sterile seas, the wages create a medium for the
growth of private enterprises on and near reservations. This private enterprise is the necessary if
not wholly sufficient means to diverse, stable economiesin Indian Country. Allowed to take root,
culturally-appropriate private enterprise will find and fill niches in regional economies, generating
income, building social stability, safeguarding our precious cultural heritage by ensuring economic
aswell as political self-determination. The beneficiaries will include our non-Native rural
neighbors. Itismy conviction that fostering the growth of private enterprise is the most
important single contribution this legislation might make.

However, please note that | specified “culturally-appropriate”’ private enterprise. If this potential
contribution is to be realized then one lesson learned by ONABEN over these past few years must
be incorporated in your approach. There are culturally specific barriers to Indian people adopting
the mainstream approach to business ownership. Thereis pervasive fear anong ordinary
reservation residents that adopting conventional business practices will cost them their cultura
values and their community's respect. Any effort to build private enterprise in Indian Country that
does not take this cultural biasinto account is doomed to struggle and failure.

ONABEN encapsulates the solution by observing to our clients: “A business is not a money-
making machine. It isadeviceto fulfill your commitment to make a contribution to your
community.” Is the distinction meaningful? | point to ONABEN's record of accomplishment:
From a cold-start in 1993 to the end of the third Quarter of FY 1998, ONABEN has assisted 250
business starts (almost entirely in rural and reservation areas of Oregon and Washington). These
new businesses alone are adding over $30 million/year to the region's gross domestic product and
paying approximately $1.5 million/year in federal income taxes. The SBA's cost to gain these
benefits has totaled dightly more than $1 million. ONABEN a so assists over 400 established
businesses/ year, keeping them healthy and contributing to the region's economy.



The conventiona approach to building businesses in America doesn't fit in Indian Country. Those
who must embrace private enterprise will regject it. For thisreason | believe that responsibility for
implementing the Native American Business Development, Trade Promotion and Tourism Act
should be placed on the Assistant Secretary for Indian Affairsin the Department of the Interior,
subject to aggressive oversight. | believe that the SBA should be charged with playing the major
role in an added section under Title Il of thislegidation. That added section should specifically
address the creation of culturally consistent privately owned small businesses in and near
reservation communities. One important contribution the Dept. of Commerce could make is
assuring that the 1997 Census of Business once again reports Native American and Alaska Native
Business as a separate category. In 1992 they were submerged in the vital and much larger
category of Asian/Pacific Ilander-owned business making our job much harder.

A Historical Economic Per spective

Contrary to self-serving but popular opinion, Native American communities are not being rescued
by modem Americafrom a historical norm of poverty. Prior to contact many, if not mogt, tribes
lived extremely well by worldwide standards of the era. Include in the analysis living standards of
Europe and Colonial America. Sophisticated indigenous economies created and distributed
wealth for the benefit of the extended community. It has been two centuries of often-grotesque
federa policy that have stripped the First Nations of their wealth and disrupted indigenous
systems of distribution. These policies were either actively supported by or passively accepted by
the maority (though not al) non-Native people in the country. It wasin their economic self -
interest to do so.

Despite systematic reductions of their supposedly treaty-protected homelands, Indian tribes
entered the 1980's with substantial natural resources. These included 41.8 million acres of tribally
owned trust land and 10.3 million acres of individually owned trust land. Reservations composed
some 44 million acres of range and grazing land, 5.3 million acres of commercia forest, 2.5
million acres under cultivation. The tribes owned substantial energy reserves including 30% of
western coal reserves and 4% of US oil and gas reserves (American Indian Digest, 1995).

Sadly, these assets did not trandate to an adequate standard of living for individual tribal members
at the beginning of the 80's. Nor do they provide such a standard in 1998. By virtualy every
socioeconomic indicator, Native Americans are suffering alife far from the mainstream experience
of their fellow citizens. Unemployment in the 50%-90% range is not unusual, housing stocks are
often at 20% or less of current needs (forcing crowding of several families into structures
intended for one). Reservations endure extraordinary multiples of disease incidences experienced
elsewhere in America.

Onetragic legacy of the General Allotment Act of 1887 (‘Dawes Severalty Act’) isthat large
tracts of choice land inside reservation boundaries are not trust land and do not belong to tribal
members. These lands belong to non-Natives who were permitted to purchase the land over the
opposition of the tribes. On the Fort Peck Reservation for example, 69% of the agricultural land
on the reservation is in the hands of non-Natives (US Dept. of Commerce, Economic
Development Administration). Indian people live in poverty next to non-Natives growing wealthy



on resources set aside for tribal benefit.

Even when the resources supposedly remain in the hands of the tube they do not benefit the tube
consistent with their market value. Lack of access to credit is an important factor. On many
reservations, energy and mineral rights were leased to non-Natives with access to the capital
needed to exploit the resources. The tribes had no such access. Federal trustees |eased vast tracts
of grazing land to non-Natives at extremely favorable terms to the lessee. The decisions were
based on the apparent inability of the tube to economically employ the resource. Utilization of the
agricultural land base reflects the same dynamic and effects of lack of tribal access to capital.
Ownership notwithstanding, Indian people have lacked the necessary “down payments’ to use
thelr resources.

Structure of the Economy in Indian Country

The post-WW Il economic structure of Indian Country has three elements: tribal governments,
tribal enterprise and private enterprise.

Tribal government has tended to be distorted in its economic development functions relative to
somewhat parallel state governments. The distortion in large measure reflected the lack of
economic aternatives in reservation communities. Although the needs for water systems and
sewers, blacktop and power poles were recognized, federal dollars were generally the only
resource available for investment in crucia infrastructure. In the spring of 1997 the
Congressional Research Office examined federal spending trends for fiscal years 1975-98. Their
analysis revedled a"marked decline in federal spending (overall and per capita) on Indian related
programs since 1975." Declines in health care, education and housing spending were each singled
out for their unfavorable slopes. Combined with high unemployment, these facts meant control of
the tribal government often represented control of the only source of jobs. Lacking adequate
capital to ignite the reservation economy, tribal governments too often became battlegrounds over
patronage.

In settings where a tribal resource (e.g. timber land, mineral deposit) might have given riseto a
tribal enterprise or, in settings where economic development dollars may have engendered a
manufacturing business, these enterprises were all too often non-competitive in their SIC
(Standard Industrial Classification). Their primary purpose was actually to create employment in
a setting where jobs wererare. The lack of competitiveness often disqualified these enterprises as
sources of cash flow to collateralize borrowing. Tribal enterpriseis alegitimate use of tribal
assets but with notable exceptions, unable to brake the downward spiral of reservation
communities and their economies.

Indian Country's private sector has also been notable for its less than anemic performance. In
1982 there were only 13,500 Indian awned private businesses in the United States. Their total
revenues were a mere $495 million. 1n 1987, the eve of IGRA, the number of businesses had
grown 57% in five years to 21, 380. Their revenues increased 84% to $911 million. The per
capita ownership rates for Native Americans were till in the range of 10% of the per capita
ownership rate of their white fellow citizens, less than 20% the rate of Asian-Pacific Islander



descendent citizens and far below the rates for Black and Latino communities. Obviously the
many benefits of small business ownership, including job generation, employment training and
stemming reservation community financial leakage, were not being enjoyed in Indian Country.

The absence of a small business sector poses a significant barrier to economic development on
Indian reservations, rancherias and in Alaska Native villages. The most obvious losses are of
owners and employees incomes. Thisisamaor factor in holding median household incomes on
reservations well below the medians for their states. Low income prevents building assets
necessary to become creditworthy in mainstream financial terms. Less apparent but equally far
reaching is leakage of earned income ordinarily stemmed by small, consumer-oriented businesses.
Thisloss short-circuits the multiplier effect and dissipates the fruits of the communities' limited
assets. Those few young Native Americans able to acquire higher education were drawn by
opportunities off reservation, resulting in a”brain drain”.

Small businesses are a necessary ingredient of a stable economy for Indian reservation
communities and their rural neighbors.

The Indian Gaming Regulatory Act of 1988

In the late 1970's tribes had begun generating revenues from various types of gaming activities. In
1987 the Supreme Court confirmed that the tribes had retained authority to operate gaming
establishments on trust lands without having to comply with state regulation. To resolve
outstanding issues among tribes and states, the Congress passed the Indian Gaming Regulatory
Act in 1988. Gaming expanded with breathtaking speed. Unfortunately the economic reality of
Indian gaming is little understood. |GRA specifies that the net revenues from any tribal gaming
are to be used for specific purposes:

Fund tribal government operations or programs
Provide for the general welfare of the tribe and its members
Promote tribal economic development
Donate to charitable organizations
5. Fund operations of local government agencies
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Tribes may distribute a portion of net revenues directly to tribal members (per capita) only under a
revenue alocation plan approved by the Bureau of Indian Affairs. The plan must describe the
allocation of revenues among the five purposes above. If income is distributed on a per capita
basisit is subject to federal income tax which the tube must withhold.

The Genera Accounting Office reported, as of December 31, 1996, 184 tribes were operating
281 gaming facilities. Examination of 178 facilities financia statements (126 tribes) reported
gaming revenues (dollars wagered minus payouts) of $4.5 billion and other revenues of $300
million from food, beverages, etc. Just eight facilities accounted for 40% of the revenues. Net
income for the 178 facilities was $1.9 billion or 38% of the $4.9 billion in revenues. According to
the GAO, $1.6 hillion was transferred to 106 tribes in 1995, more than 50% of this total to just
ten tribes. Twenty tribes, 16% of the sample, indicated there were no transfers. The sixty-six



Class 11 facilities reporting earned a median income of $0.6 million while the 112 Class 1|
facilities had a median income of $.9 million.

Effects of the Indian Gaming Act

The profits of Indian gaming are not making Indian people wealthy. Extremely few Native
Americans benefit directly. However, the creation of Native controlled cash flow into tribal
governments has restored a sense of options in gridlocked communities. Wages from
employment created by the gaming operations is creating modest buying power with heartening
results. Enabling this new control and buying power to be leveraged into material changes for
Indian communities should be the goal of any federal legidation meant to benefit Indian Country.
Surrounding non-Natives will also benefit from tribal members becoming more active in the
regional economy.

What are the opportunities? Tribal governments are challenged to create tangible and intangible
infrastructure. Infrastructure underlies sustainable economic development. Tangible
infrastructure comprises the roads, water and power systems and schools so inadequately funded
by the federal government for decades. Intangible infrastructure consists of uniform commercial
codes, court systems and commitments to consistent policy between successive administrations.
Thisinfrastructure is necessary to preserve economic gains over time. Tribal enterprises chargeis
to exercise responsible stewardship converting tribal assetsto cash flow. Inthe long term their
cash flow can be used to secure tribal debt for community purposes beyond their own growth as
an enterprise. For al intents and purposes this is the dynamic at work with casinos, which are al
tribal enterprises. In order to fulfill this constructive role, each enterprise must be competitive in
their industry or its alternative role in the community acknowledged.

The private sector can help finance needed devel opment by learning how to lend and to advise
these sovereign nations. Tax incentives for conventional businesses or added resources for
aternative lenders should be part of legisation meant to benefit Indian Country. Devicesto
facilitate issuance of bonds and notes by tribal governments should aso be considered. To make
the devices work mainstream financia institutions and interested business must learn how to do
business on the terms required by the tribes. For their part, the tribes must learn about the
imperatives of industry. Tribes must make reasonable accommodations to the needs of banks and
others willing to be creative in their dealings with the tribes. Among these accommodations
should be selective and highly restricted waivers of sovereign immunity.

Emer gence of a Private Sector

The single most exciting effect of cash suffusing into reservation communities since 1987 is its
effect on private enterprise. As noted above the growth from 13,500 in 1982 to 21,380 in 1987
was 57.5%. The count and receipts of Native American -owned businesses (NAB) soared
between 1987 and 1992. In some areas of the country Native American private enterpriseis
approaching critical mass (able to sustain a chain reaction of growth).

Numbers of private enterprises leaped to 102,000 by 1992. Thiswas a 378% growth. Growth of



Sales & Receipts from '87 to '92 was $7.14 billion or 784%. The $8.0 billion revenue figure places
Indian-owned small businesses in the same class as General Mills, Colgate Palmolive and Time-
Warner in terms of their contribution to the GDP. NAB Businesses are making a substantial and
growing contribution to well being of communities and to financing of governments across
America

In strictly financial terms, a business contributes by providing goods and services, which are
valued by gross receipts. Some share of the gross receipts goes to purchase inputs in the form of
other businesses' products. Indian-owned private enterprise made not less than $6 billion worth
of such purchasesin 1992. A business also contributes by purchasing labor, which is paid out as
employee income ($820 million in '92), and in smaller businesses as owners'draw" ($732 million).
Thisincome is then spent to purchase goods and services.

Contrary to misconceptions of many non-Natives, this is taxable income at the state and federal
levels. In many states there is a state sales tax which benefits the state government. ONABEN's
analysisindicates that these state sales payments were not less than $271 million in 1992.
ONABEN -has extensively analyzed the contributions of private enterprise throughout the United
States.

Minimum tax contributions of Indian-owned businesses in '92 were $680 million. Actualy, R was
almost certainly in excess of $1.0 billion (variance is an artifact of census restrictions on
identifying businesses). ONABEN has done this analysis on a state by state basis: Washington
$13 million in federal income tax and $14.6 million in state salestax. In Oregon the figures were
$8 million in federa income tax $3.4 million in state income tax

There is enormous untapped, but measurable potential for culturally consistent entrepreneurship in
Native American communities. In the Northwest, we have analyzed business ownership rates per
thousand population. In the state of Montana the white rate of business ownership is 97.7
businesses per thousand population. The Asian Pacific Ilander rate is 61 businesses per |
thousand population. Black and Hispanic citizens own businesses at 37.7 and 43.7 per thousand
respectively. The Native American rate is 11 businesses per thousand. If Montana's Native
Americans owned businesses at the combined all-groups rate of 91 + there would have been eight
times as many Indian businesses! The 1992 Census of Business reported 540 Indian owned
private businesses where the potential for over 4,400 exists.

The Native American rate of business ownership in Oregon is less than 15 per thousand, isthe
lowest rate of any community in the state and well short of the white rate of 82+ per thousand.
We are able to project the actual numbers of business that would be in place if Indian people had
ownership parity. We are well over 2,800 businesses short in Oregon. When m trand ate these
numbers into economic contributions lost to the general community by virtue of the shortfall. In
Oregon thislossis $410-$457 million to GSP, $68 million in taxable wages and $27 million in
taxable business income.



ONABEN - A Native American Business Networ k

ONABEN - A Native American Business Network, is a non-profit, public-benefitted corporation
created by Northwest Indian Tribes to increase the number and profitability of private enterprises
owned by Native Americans.

ONABEN was conceived in 1992 and implemented by four Oregon tribes. Its genesis was the
recognition that existing efforts to stimulate the growth of private enterprise in the state's Indian
community were not working. The organization learned that there were cultural differencesin
approaches to business ownership, which had to be constructively harnessed rather than treated
as barriers to be erased. ONABEN began delivering culturally focused servicesin 1993. It has
since help launch over 250 new, privately owned, Indian businesses, mostly in rural areas. These
businesses, in diverse SC'S, are already adding almost $30 million a year to the region's gross
domestic product. Through these businesses, ONABEN is returning $1.5 million in federal income
taxes to the Treasury in 1998 alone. This amount is greater than the five-year investment to date
by the SBA, ONABEN's leading federal financing source. The 400+ businesses ONABEN served
in FY 1997 represent over $107 million in gross revenues, more than a thousand jobs, and $6.2
million in federal tax revenues.

ONABEN offers classroom training, individual counseling, assisted access to capital and to
markets for its clients. It offersinnovative programming for Native American women. In FY 97,
ONABEN served 1,284 individuals with 8,119 classroom hours and 2,616 individual counseling
hours. Clients spent at least 9,498 hours of business research in three ONABEN business
information centers. In the first six months of FY 98, ONABEN provided 1,754 hours of
counseling to 806 clients. ONABEN's three BIC's had delivered over 5,000 hours of service to
722 clientsin 2,787 visits. Though focused on meeting some specifically Native American needs,
non-Native neighbors benefit from ONABEN services. Some sites have up to 40% of their users
coming from the nearby non-Native community.

ONABEN operates its own micro lending fund (OFS). Lending up to $5,000 for 36 months, the
fund is meant to leverage mainstream financial commitments and SBA guarantees by
demonstrating our willingness to participate in loans. The fund takes a subordinate position if
needed to increase the client's equity. Regardless of position, borrowers receiving loans with OFS
assistance commit to remaining in a no-cost counseling relationship with ONABEN as long as
thereisaloan balance. This further reassures wary lenders.

The corporation has the experience needed to become an Intermediary in the SBA Microloan
Program. A recent $150,000 grant from the BankAmerica Foundation will be used to bring afull
time credit analyst and administrative support person on board. ONABEN expects thisto
materially increase its capacity to process loan applications and promote participation by other
credit sources in meeting the needs of its clients. The Union Bank of California recently entered
into an agreement with ONABEN which will allow ONABEN to originate $1,000-$5,000
unsecured |oans contingent on the maintenance of culturally focused business counseling of our
clients.



The corporation publishes a Northwest Native American business directory in hard copy and on
the Internet (www.onaben.org) and has been a major contributor to new Native Chambers and
business roundtables. It operates an innovative, on-line, retail outlet for rural generated Indian
products. Called Chinook (www.Chinook-art.com), the model has great potential to create
markets for rural businesses without significantly adding to their marketing costs.

In 1997 ONABEN launched the Venture Out! Program. Venture Out! assists homebound,
Native American women partner in a home-based, supplemental income business. The model has
widespread relevance for welfare-to-work initiatives in and out of Indian Country. Initsfirst
year, in addition to bootstrapping the program, the Venture Out! Team assisted creating
seventeen new home-based businesses and expanding seventeen more.

ONABEN has been a catalyst to generate resources for small business creation in Indian Country.
Each of the tribes hosting an ONABEN site pays annua dues of $2,500 plus 40% of the cost of
operating their site. The ten tribes now hosting permanent sites each contributes approximately
$30,000 year in cash and services to maintain the network (totaling over $300,000/year). To
satisfy requests for additional services, ONABEN has secured over $375,000 in private
contributions, $100,000 instate support and $20,000 in earned income in the past two years. It
has a so secured over $200,000 in federa funds from sources other than the SBA, its primary
funding partner. Apparent success notwithstanding, needing to replace each non-tribal dollar
every year has become atime consuming burden. Uncertain funding is a serious barrier to
fulfilling ONABEN's potentid.

ONABEN services are accessible to most Native Americansin Oregon. Permanent sitesin
Oregon include: The Grand Ronde Community, The Confederated Tribes of Siletz Indians, The
Klamath Tribes, The Confederated Tribes of the Warm Springs Reservation and The Umatilla
Indian Reservation. Smaller tribal communities at Coos, Coquille, Cow Creek and Bums Paiute
can be served in anew partnership with the Oregon SBDC Network. Services are lessreadily
accessible elsewhere. Permanent sites in Washington include The Makah Nation (serving five
tribes), Chehalis Tribe (serving five tribes), The Y akama Naton and Confederated Tribes of the
Colville Indian Reservation. ONABEN aso has a site at the Hoopa Valley Tribe in Northern
California. Additional permanent sites are being discussed for Quinault, Tuialip and Nisqually in
Washington and at Ft. Hall and Nez Perce at Lapwai (Lewiston) Idaho.

Native American reservations, rancherias and Alaska Native villages do not enjoy the benefits
small businesses ordinarily bring to community life in the United States. Historically, there have
been significant legal and economic obstacles to small businesses taking root in Indian Country.
Less obvious to most observers have been culturally specific barriers to creating a private sector
in Native American communities. Awareness of these barriers already exists at the Office of the
Assistant Secretary for Indian Affairs at the Department of the Interior. Rather than attempting to
educate the Department of Commerce it would make more sense to take advantage of the
awareness and expertise that already exists. Having said that, | must also ask that this committee
aggressively monitor the performance of that office in this regard and demand high levels of
productivity from it.



Since 1993, the SBA has partnered with ONABEN to field-test a culturally specific approach to
nurturing Native American small businesses. The proof of concept is complete and
unquestionably successful. The SBA has also partnered with the BIA and Tribal Collegesto
establish afoundation of facilities called Tribal Business Information Centers (TBIC). These
facilities create a sound medium in which to further develop the SBA' new base of experience.
The seven tribal colleges in Montana have linked their TBIC's into a functioning network,
enhancing the basic TBIC model. The issue now is bringing the concept to scale, maintaining its
integrity while coordinating it with existing SBA resources, including the devel oping Montana
Tribal Business Information Center Network, the existing Small Business Development Centers
and the mainstream programs administered through the Digtricts. The Native American Business
Development, Trade Promotion and Tourism Act should include specific mention of these efforts
and charge the SBA with their expansion.

As the source of key industry and businesses development statistics the Department of Commerce
could make an important contribution in the way it reports statistics. In the 1987 Census of
Business Indian and Alaska Native-owned businesses were reported as a distinct category. This
made ft relatively easy to gauge our status and progress. In the 1992 Census of Business Native
statistics were submerged with Asian and Pacific Islander statistics. As the numbers reported
earlier about relative rates of business ownership demonstrate, this hopelessly distorts our
database. The numbers should be reported separately for the 1997 Census.

The conventional approach to building businesses in America doesn't fit in Indian Country. It will
be rg ected by those who must embrace private enterprise. For thisreason | believe that
responsibility for implementing the Native American Business Development, Trade Promotion and
Tourism Act should be placed on the Assistant Secretary for Indian Affairsin the Department of
the Interior, subject to aggressive oversight. | believe that the SBA should be charged with
playing the major role in an added section under Title 11 of thislegidation. That added section
should specifically address the creation of culturally consistent privately owned small businessesin
and near reservation communities. The Dept. of Commerce should be charged to ensure that the
1997 Census of Business once again reports Native American and Alaska Native Business as a
Separate category.



