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11
Introduction

QUESTION: How many people in Canada had ever heard of development corporations
twenty years ago?

ANSWER: We don’t know—but you can bet there are almost as many development
corporations today as there were people who had heard of them twenty years ago.

Development Corporations in Canada: A Growing Trend?
Westcoast was recently told that there are around 180 Community-based Development
Corporations in Canada’s “Indian country.” There are over 200 Community Futures Com-
mittees across Canada. Most operate Business Development Centres, many of which (in-
cluding several native BDCs) function in part as a type of development corporation.

In Canada’s cities, interest is also rapidly increasing in what are being called Community
Development Corporations (CDCs). New Dawn, Canada’s first CDC, is now into its six-
teenth year of operation in Sydney, Nova Scotia. More recently, important CDC initiatives
have got underway in some of the poorer neighbourhoods of Montreal and Ottawa. Other
cities are starting to explore CDCs as well.

Why is all this happening?

Some say that the formation of development corporations has been driven by government
programs and dollars. Government puts out a carrot at the end of an obstacle course. Com-
munities organize themselves to jump through the hoops to get the prize—money, and at
least the potential for some local benefits.

There is evidence that this is the case in some Indian communities. In northwest Ontario,
for example, several existing development corporations trace their roots to the efforts of
the old LEAD program of the Department of Employment and Immigration. The money
and jobs generated by these corporations are prized in local economies with high unem-
ployment and little local capital. In fact, most Community Futures Committees across Can-
ada would not have started were it not for government money.
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However, there are clearly other factors at work. During the 1960s and early 1970s in Canada
and the United States, thousands of community development and community organizing pro-
jects were launched. In many cases, local people in poor communities were successfully or-
ganized into self-help efforts. To some extent, services and benefits to disadvantaged groups
and communities improved. Unfortunately, these projects and efforts often fell short when as-
sessed as to the long-term influence local people won over important areas of community life.

Consider the following example. After a struggle, in 1973 the Nuu-Chah-Nulth Tribal
Council won the right to administer Indian Affairs programs: social services, education,
employment services, etc. Yet the chiefs ended up being unable to exercise little real influ-
ence over the direction or design of programs or budgets. Moreover, the communities still
had virtually no influence over the economic dimension of their lives. Decisions that
deeply affected the lives of Nuu-Chah-Nulth people were still made privately elsewhere.

Consider the people in Point St. Charles, a neighbourhood in southwest Montreal. They
were faced with rising unemployment and welfare dependency as plant after plant closed,
throwing thousands out of work. The residents became victims of others’ decisions and
had no means by which to protect their interests or develop alternatives.

In situations such as these, ways had to be found to increase local influence and control
over economic decisions affecting the community. One strategy has been to improve the
capacity of local people to organize and manage economic development in their own inter-
ests. And more and more people are becoming involved.

To focus and manage such a strategy there has to be some kind of organization. Commu-
nity-based Development Corporations were invented by the leadership in poor communi-
ties to provide a means by which community economic interests could be advanced.

The materials in this workbook and the workshop it supports are designed to help you, the
reader and/or workshop participant, to look at Community-based Development Corpora-
tions. Although the workbook specifically addresses First Nation people, the material will
be of interest to many others working with community-based development institutions. By
the time you are finished, you will have a very good introduction to some of the key ques-
tions and issues surrounding development corporations.

Why a Book & Workshop about “Development Corporation Basics?”
There are many basic issues to think about when planning the formation of a development
corporation. Failure to consider these basic issues is at the heart of several difficulties be-
ing experienced by many development corporations across the country.

In July 1990, Indian people from several different communities in the Sioux Lookout region
of northwest Ontario asked to have a workshop which would address their questions about de-
velopment corporations. Many of the communities already had corporations. Some did not.
Nevertheless, the questions they asked are posed by many people all over the country.

� Do we really need a development corporation?

� How do we decide if we need one?
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� What do we do if we decide we don’t need one and just want to make some business deals?

� What research and planning must we do before we establish a development corporation?

� What is the role of the Band government in the formation of a development corporation?

� What is the role, if any, of the community membership in the formation process?

� Is it important to separate Band government politics from the management of a Band
development corporation? Why?

� What is a healthy relationship between a Band government and a Band development
corporation? How can this relationship be managed to the community benefit?

� What needs to be considered when staffing a development corporation?

� How does the development corporation ensure community support for its venture selections?

� How much money should it take to establish a corporation? How long should it take for
a corporation to become self-supporting?

� What skills and talents should Board members bring to a corporation? What do Board
members need to know about their responsibilities?

These questions are at the heart of this book and the workshop which goes with it. Com-
munities that take the time and make the effort to answer them seriously will avoid several
common problems and maximize the potential for success. If these questions and issues
are ignored, other important aspects of managing a development corporation become of lit-
tle consequence. These basics provide the framework, the foundation upon which a suc-
cessful corporation can be built.

The Workshop
This workbook was written primarily to assist participants of a three-day work-
shop—three days of hard work, good discussion, and fun. Lecturettes are illustrated with
overhead diagrams and cartoons, and there is a lot of time spent in groups working on is-
sues and structured learning experiences.

The workshop is ideal for a tribal council to host. This maximizes participation, promotes
broad learning and is cost-effective. Communities and groups which have taken the Devel-
opment Wheel Workshop on Community Analysis and Development Planning will find
this book and workshop build on what was learned there.

The workshop has two central goals.

1. To introduce tools and knowledge helpful in the planning and decision-making associated
with establishing a Community-based Development Corporation in native communities.

2. To introduce tools and knowledge helpful to existing Community-based Development
Corporations which are experiencing confusion over basic policy and organizational
issues: mandate, the relationship with Band government, and the role and functions of
the development corporation.

3
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Objectives of the Workshop

By the end of this workshop participants should be able to

1. define the central goals of community economic development.

2. identify alternative options for structuring economic development at the community
level.

3. define the term “development corporation”—what it is and what it isn’t.

4. describe the factors to be considered when making the decision to proceed with a
development corporation.

5. identify the planning and decisions which are necessary before a development corpora-
tion is formally established.

6. identify the key policy and organizational issues to be addressed in the first 12-18 months
of a development corporation.

7. demonstrate understanding of key policy issues that affect the capacity of First Nations
to build an economic base.

The Workbook & Facilitator Manual
This publication is an attempt to provide resource materials for workshop participants, as
well as a useful home-study guide for individuals and groups needing an introduction to
Community-based Development Corporations.

The first part of the book is broken down into eight chapters of text, each of which help to
move the reader from a basic understanding of the community economic development per-
spective through the various stages of planning, organizing, and starting up of a develop-
ment corporation.

The second part of the book (following p. 65) is a rather extensive series of appendices.
They are designed to do two things:

1. Provide the independent reader with useful references for the study of certain subject
areas in greater depth.

2. Provide the workshop participant with materials which are to be used in a variety of
structured learning exercises throughout the entire workshop.

To assist others in the delivery of the Development Corporation Basics workshop, West-
coast has also published a Facilitators Manual. It contains step-by-step instructions for
workshop organizers, as well as suggestions for exercises, process, timing, and audio-vis-
ual support. An appendix supplies 8 1/2 x 11 inch reproductions of the diagrams and car-
toons found in this workbook, should facilitators wish to transfer these pictures to acetates
for overhead projection.
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What can Economic Development

do for Us?

Over the last fifty years, “economic development” has been the strategy of countless
government policies and programs around the world. Economic Development is perhaps

best known as the means by which poverty is to be eradicated in the less industrialized nations
of the South.

Canada and the United States have their own history of economic development. It is not al-
ways associated with the interests of poor people, however. In common usage, the term
has come to be firmly linked to the world of business, large and small. One does not often
hear about economic development from the perspective of those who do not have much
power in this society.

We therefore start our inquiry by briefly examining the conditions within the native community
which economic development must acknowledge and help to address, if it is to be relevant.

The Context for CED in Native Communities
In non-Indian communities, institutions important to economic development (banks, train-
ing centres, and investment firms, for example) have developed over a long period of
time. As individual corporations have moved in to an area to exploit local resources and
markets, populations have grown and local business has developed. It can be said that
most economic growth off-reserve is the result of the activities of the business and finan-
cial institutions and, to a lesser extent, government.

But on reserves, how many of the organizations and institutions required for economic de-
velopment can be found? The history of Indian communities and the reserve system has
been generally one of being outside of the mainstream of economic activity.

In the last ten years, some institutions have been built on-reserve and are beginning to
have some impact. Their numbers are few, however. Generally, there is no established
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business community, nor are there organized groups that are more concerned with busi-
ness than with government. No organizations have the authority, the expertise, and the ca-
pacity for economic followthrough, not to mention the capital necessary to develop the
opportunities which the reserve or its environs may afford.

In the absence of economic institutions and organizations similar to those that exist in non-
Indian communities, the task of generating economic growth on-reserve has fallen, by de-
fault, to Band governments.

The Indian governments have to do much more than the local governments of non-Indian
communities to stimulate economic growth. At the same time, they have far fewer re-
sources with which to work. In their efforts to pro-
mote economic development, Indian governments
are confronted with many obstacles that do not
generally afflict non-Indian local governments.

� Many people  who feel  inadequate and lack
self-esteem.

� Generally low levels of formal education.

� Alcohol and drug abuse.

� Scarce and  low-quality natural  resources  on
many reserves.

� Restricted access to resources off-reserve.
Legal and institutional barriers isolate the
reserve economy from the large business
institutions that are potential sources of capital
and business expertise.

� Few businesses producing goods and services
and no tax base to finance the provision of
services.

� Reserve populations which consume more than
they produce, that is, the value of goods brought
onto the reserve is greater than the value of the
goods produced and exported off-reserve.

� Higher costs of providing community services
(infrastructure) to support development.

� Leaders and managers of Band affairs who are
often overextended and under strain.

� Heavy dependence on  outside financial  and
technical resources.

� Political and organizational instability fostered, in
part, by an imposed system of 2-year elections.

The Imbalance of Payments

Burdens of the Distressed Community
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This description, while over-
simplified and generalized,
can be thought of as the con-
text for economic develop-
ment in many Indian
communities.

One would think that to be
relevant, economic develop-
ment must take these realities
into account. To ignore them
is like running through the
forest in the middle of a dark,
moonless night without a
flashlight. In short, one
would logically think, eco-
nomic development must be
undertaken in a way that can
help transform dependent, dis-
tressed communities into
healthier, more self-reliant
communities.

However, like most subjects,
there are several different
ideas about what economic development is, what it is for, and how it can help solve the
problems of distressed communities. How you answer these questions seems to depend
heavily on where you live, what you do for a living, and how well off you are. Someone
living right in the community, for example, responds rather differently than a corporate ex-
ecutive or federal Finance Minister. In fact, people answer the questions in at least five dif-
ferent ways, four of which are pretty well-known. By reviewing them, we can begin to
distinguish an approach to economic development which will foster healthy, sustainable
communities.

Most of the economic solutions “prescribed” to distressed communities fall into 1 of 4 categories

Barriers to resources keep a reserve’s
economic base small & dependent
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Economic Development & the Distressed Community:
4 Common Perspectives
THE “RETURN ON INVESTMENT” PERSPECTIVE

“Let Capital Decide. When capital (money) is al-
lowed to flow freely, it pools in the towns, regions, or
businesses which offer the best returns. That way, the
amount of capital available for investment grows and
grows. When we invest only in the very best, we build
the future of the national economy.”

This outlook is very attentive to the productive, ex-
panding parts of the economy. Places and industries
which do not offer high enough returns on investment
get overlooked. The impact which investment—or a
lack of investment—may have on a community, its
residents, or its environment, is considered secondary.
People are supposed to follow capital as it flows into
promising places and industries.

THE “CORPORATE” PERSPECTIVE

“What’s Good for Business is Good for the Com-
munity. Business puts the whole community to work.
When businesses increase their profits and reduce
their risks, the community benefits. On the other hand,
things which hinder business, hinder the community
too.

Distressed communities have complicated problems.
Business often sees problems as risks. Business fo-
cuses on reducing risks and making profits. The costs
borne by local communities and government to support
business are not often taken into account by business.
And when a business leaves the community, it also
does not have to face the economic and social costs to
people and government that can result.

THE “MINORITY ENTERPRISE” OR “SMALL BUSINESS” PERSPECTIVE

“Small is Beautiful. Once low-income people get their own private businesses up and
running, communities won’t depend so heavily on government transfer payments or
the success of a single industry. Focusing on helping individuals start small businesses
will provide the income and jobs, benefits that will ‘trickle up’ to other community
members.”
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The problem with this perspective is that small businesses
cannot thrive just anywhere, no matter how energetic and
clever the entrepreneur. Like fish, they must swim in a
friendly, supportive environment of consumers, suppliers,
credit, and investment capital, to name a few necessities.
Otherwise, the businesses go “belly up.” In distressed com-
munities, the local economic system itself is in need of re-
pair, not just the private lives and incomes of the residents.

THE “TOWN PLANNER” PERSPECTIVE

“Catch a Rising Star. By attracting a large business or branch plant to its vicinity, a com-
munity gains new jobs, a bigger tax base, and greater local purchasing power. The goods
and services the industry buys locally will create still more businesses. All of this activity
will help the community pay for the roads, water and sewer systems, schools, and parks
needed to meet increased demands.”

Competition for industry costs regional and local govern-
ments a lot of time and money. Each community tries to
outdo the others with streets, lighting, ready-made indus-
trial sites, and other incentives. When one community
wins the competition, the others lose. Even the winner
may find that the costs outweigh the benefits which the
new industry brings. Large businesses which have been
lured to an area often purchase their goods and services
from the outside. So many benefits which were supposed
to “trickle down” to the local economy end up elsewhere.

The CED Perspective: “Build Community Self-reliance”
Must the relief of distressed communities hinge on the actions of powerful outsiders, or a
few resourceful insiders? That is the assumption common to the first four recommenda-
tions. Not so with Community Economic Development (CED) which, as the name sug-
gests, makes the community the foremost player in its own recovery. From the CED
standpoint, the community’s dependence on the initiative and resources of a select few is
part of the problem. What needs strengthening is the capacity of the community’s mem-
bers to plan and build an economic future which suits their values, priorities and needs.
CED, in brief,

� sees an entire community as economically disadvantaged, not just individual residents.

� works to improve the local environment for business—the skills, attitudes, organizations,
and services which support business investment and operations.

� encourages the creation of jobs and businesses which improve local productivity and
supply local needs.

9
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� fights government and corporate policies which
drain distressed areas of their capital and
resources for purposes of re-investment
elsewhere.

� creates local businesses and institutions which
keep cash and capital from leaking away from the
community.

� supports the growth of community- and
privately-owned and operated enterprises which
promote local investment, employment, and
training.

The CED approach to economic growth and re-
newal aims to move residents from unhappy resigna-
tion to vigorous action in their community. CED
requires grassroots participation in the planning
process. It enables local people to mobilize and increase their resources and capabilities. It
clarifies needs and helps people to get and use government resources to meet these needs.

A Community-based Organization (CBO) is required to co-ordinate and manage the devel-
opment process. This organization plays a key role in partnerships between the commu-
nity, government, and private sector which help build local capacity for economic
development. Without such local capacity, the CED approach cannot make real and last-
ing contributions to the building of healthy, productive communities.

The Economics of Self-Government
Which of the five perspectives on economic development makes the most sense given the
realities and the issues that dominate most Indian communities? If you have not come to a
conclusion yet, consider the role of economic development in relation to the key issue of
aboriginal self-government.

For some time, native communities have been discussing how to build self-reliance, self-
sufficiency and self-government. Many native leaders have long argued that an economic
base must established in order to achieve these goals. The Penner Report (Indian Self-gov-
ernment in Canada, 1983) echoed this view. To realize self-government, the report as-
serts, native communities must widen and deepen the local economic base.

This all sounds good, but what does it mean? Just what is an “economic base,” and how is
it developed? What real impact does this effort have on self-government?

A community’s economic base is the income generated by Band members (individually or col-
lectively) and by their assets to pay for goods and services. The crucial question is this: does the
community’s income cover the cost of the goods and services which members consume?

Think of it in terms of the family that hunts, gathers, and traps to make a living. If this eco-
nomic base can support the family, income will balance costs.

The CED Perspective
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Many native people are finding that traditional activities like these, while still important in
many places, cannot pay the costs of a house and a family. People have to find other ways
to make up the difference. They must either

� consume less,

� produce more (usually by taking a job, running a small business, or doing something
else to generate income) or,

� go on welfare.

Now imagine a First Nation that
wants to get government off its
back. It wants to become much
more independent of government
transfer payments for welfare, edu-
cation, housing, costs of administra-
tion, and other purposes. It wants to
build economic self-sufficiency and
a Band government that doesn’t an-
swer to an army of bureaucrats.

Any First Nation serious about such
an agenda must develop a clear
strategy for establishing an eco-
nomic base which can support the
costs of self-government. Gener-
ally, that means developing local as-
sets (eg. buildings, businesses,
tools, equipment) which generate
enough revenue to pay their own
costs of operation and the costs of
running the First Nation govern-
ment. These assets have to be profit-
able, in other words.

$

Value of hunting, gath-
ering and trapping

Cost of everything the family
consumes, including hunting

& trapping supplies, etc.

COSTS$INCOME

It takes ORGANIZATION to break through
barriers & build the reserve’s economic base
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To pay for themselves, the First Nation’s assets must break even. To meet the costs of self-
government, they must generate a profit.

Consider Keenan Falls, a mythical First Nation some readers will know from the work-
book The Development Wheel: Community Analysis and Development Planning. Each
year, the use or operation of Keenan Falls’ assets generates a 10% return on investment.
That means that these assets earn enough revenue to pay all their operating costs and still
have leftover money equal to 10% of the Band’s investment. So when the Band invested
$500,000 in a construction company this year, for example, the company made a profit of
$50,000 ($50,000 divided by $500,000 = 10%). The profit goes to help run the Band gov-
ernment, which has an annual budget of $1.5 million, and growing.

So how large an economic base does Keenan Falls need to support the cost of its Band
government?

Cost of KFFN government = $1.5 million

10% return x Band’s total investment = $1.5 million

Total investment required = $1.5 million divided by 10% = $15.0 million

In short, Keenan Falls would have to invest $15 million in profitable businesses in order
to earn the $1.5 million return required to cover Band government costs.

That’s a great deal of money. Were the investment made within the context of a commu-
nity economic development strategy, however, Keenan Falls would get a lot of “bang” for
every “buck.” The overall gain to the local economy would be much more than the $1.5
million that the Council receives. The community would get the additional benefit of sev-
eral hundred thousand dollars spent locally on wages, materials, and services by employ-
ers and employees. Although assistance would be required from outsiders, the expenditure
itself would go a long way to build local self-reliance.

Value of goods/services
generated by profitable

businesses & other assets

Value of goods/services con-
sumed by the assets & by the

First Nation government

$COSTS$REVENUE
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Community Economic Development: The Common Sense Approach
for Distressed Communities

So we return to the question of which approach to eco-
nomic development makes sense in First Nation commu-
nities in the 1990s. Whichever approach is taken, one
thing is certain. Economic development is no “quick fix.”
If anything, it is the path of most energy in that it requires
the sustained concentration of those who wish to benefit
from it. Economic development is not easy!

That said, community conditions and native aspira-
tions strongly suggest that Community Economic
Development is the route for First Nations to take.
No other approach appears capable of seriously ad-
dressing the complex, challenging goal of building
an economic base.

A recent Economic Council of Canada case study defines economic development in terms con-
sistent with the CED approach: “Economic development is the process of creating institutions
that “DO” business development—not business development itself.” Bill Hatton, Chief Execu-
tive Office of Kitsaki Development Corporation, one of the most successful Indian development
corporations in Canada, put the same point more graphically. “If business development is a
wrench,” says Hatton, “economic development is the machine which makes the wrench.”*

In brief, CED builds the organizational skills, re-
sources and energy—the “machine”—which can
get businesses and other projects started and keep
them moving. Moreover, the development process
enhances, and in return is enhanced by the commu-
nity’s capacity to participate and benefit from its
own development. In other words, CED is account-
able to the community.

In this chapter we have begun to develop the ration-
ale for taking the CED approach to economic de-
velopment. Now we turn our attention to four ways
in which First Nations have organized and struc-
tured themselves to undertake economic develop-
ment and manage businesses. This will prepare the
reader for Chapter 4, in which we look at the role
of the development corporation in CED, and mak-
ing the decision to establish such an organization.

Economic development,
the path of most energy

13
What can Economic Development do for Us?

The Westcoast Series on CED

* Both quotes are taken from Decter and Kowall, A Case Study of the Kitsaki Development Corporation, La
Ronge Indian Band, La Ronge, Saskatchewan (Ottawa: Economic Council of Canada, 1989).



33
Structuring Economic Development

at the Band Level

Options & Issues

No matter what approach they take, Band governments which undertake business or business
support activities sooner or later are faced with an important question:"How should we

structure the Band government involvement in business and economic development?"

The question may at first seem kind of academic.
But consider the realities faced by more and more
Band governments across the country.

� a rapidly increasing, very young population.

� through devolut ion, rapidly increasing
responsibility  for  education,  social programs,
housing, etc.

� more control over budgets through Alternative
Funding Arrangements.

� on-going and accelerating political activity
focused on issues of land and resource rights.

� continuing social problems.

� the continuing reality of scarce time, talent and
resources.

Often, responsibilities and demands increase at a far
greater rate than the time, talent and resources necessary to “keep the balls in the air.”
When the balls start falling, it can become pretty distracting and, at times, downright de-
pressing. It could be disastrous to toss to an already overemployed Band government all
the tasks which economic development involves.

Economic development: just
another ball, or the last straw?
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To solve this problem, First Nations have tried structuring economic development and
business activities in several ways over the last twenty years. In each case, they have
looked to some form of delegation for a solution.

Delegation: A Key Issue
Delegation is something which happens all the time in most organizations. A Band govern-
ment delegates whenever it makes a decision, and then has someone else carry out the de-
cision. That someone, the delegate, may be a staff member, committee, or Band
corporation, to name a few possibilities.

This procedure gives the delegate the power to act as the agent of the Band government. Just
how much power the delegate has, and for how long, is described in its instructions. If delega-
tion can be thought of as a “loan,” the instructions are the terms of that loan. Sometimes these
instructions say exactly what has to be done—how, when, and where. Other assignments re-
quire a delegate with plenty of time and room to make decisions. In the first case, the delegate
is said to work within a narrow mandate; in the second case, within a broad one.

Every mandate asks leaders to perform a difficult balancing act. On the one hand, they
will want to maintain control over the project in question. After all, they have been en-
trusted with Band resources by the other Band members. To those members the leaders
must answer when things go wrong. So Band leaders are usually reluctant to loan out any
of their authority. On the other hand, it is essential that they do delegate. How else can
good decisions in matters as complex as economic development get made?

A mandate must be both safe and useful, therefore. Each one should loan out just enough
authority to get the job done, and done well. To delegate just a little authority may be
worse than to delegate none at all. When mandates are too narrowly defined, delegates are
unable to adapt to the situation at hand. Efforts fail simply because a delegate lacked the
authority to deal with certain, unexpected problems. Narrow mandates can be a real handi-
cap when a Band is trying to do something new and adventurous.

Then again, leaders do not want to hand their delegate too broad and vague a mandate.
The delegate may become confused and waste precious time completing the wrong tasks.

Experts can be another thorny problem. They are supposed to know more about certain
topics than the Band leaders do. If the Band wants the full benefit of their expertise, they
may need a broad mandate. Nonetheless, leaders must take care that overall control of the
project remains in Band hands. Experienced staff are very valuable, but final authority
must rest with the Band institutions.

Management Structures
Delegation is a troubling issue for any organization. It is a risky matter which must be un-
dertaken for the sake of efficiency. This is especially true for Band governments which
wish to undertake economic development.
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There are ways to reduce the risks, however. One way is to make a prudent choice of how
economic development is structured in relation to Band government. Economic develop-
ment requires a Band to assume more and more responsibility for a wide variety of tasks.
Many Bands have added all these tasks to the normal work of the Band government. Oth-
ers have delegated them to separate organizations: Band corporations, holding companies,
co-operatives, etc.

Each of these arrangements is known as a management structure. Like other structures
(houses, for example), management structures organize people and the things which peo-
ple do. Houses are designed in such a way that people can cook in one room, eat in an-
other, and sleep in a third. Management structures show where planning shall take place,
or business development, or business management.

One type of house does not suit every family. Nor is one management structure right for
every Band. It all depends on the environment the house must contend with and on who is
using it. Whichever structure is chosen, it must be the one which best suits the Band’s
needs, strengths, and goals. Over the last twenty years, four types of management struc-
ture have become particularly common:

1. Running Economic Development Inside Band Government

2. Option One Plus an Advisory Committee

3. A Development Corporation Independent of Band Government

4. A Development Corporation Subsidiary to Band Government

1. Internal Management—Running Economic
Development Inside Band Government
This management structure assigns all the major tasks of economic development to the
Band government. So there must be staff and Council members who can

� complete detailed, long-term plans.

� pick out the best business proposals.

� design these businesses and pull together the trained people, money, buildings, and
equipment required.

� connect with suppliers and customers and get the businesses launched.

� keep an eye on the progress of each business.

Under this model, the Band runs economic development just as it does housing, health,
and other programs. The finance staff see to accounting, bookkeeping, and budgeting. The
education staff collect information about people’s skills and interests, and arrange for
training programs. Legal advisors help out with contracts, leases, and so on. Band manage-
ment supervises this work on behalf of the Council, and searches out the necessary busi-
ness managers to operate the businesses.

16
Chapter 3

Westcoast Development Group



“Tried and true” might be a good
way to describe this management
structure. Councils have used it to
manage services and programs for
years. People may therefore wish to
handle economic development in
the same way.

But in this case, past success may
not be an accurate guide to the fu-
ture. Band staff may know a great
deal about non-profit programs,
regulations, grant conditions, and
federal agencies. This knowledge
does not necessarily equip them
with the outlook and experience
needed to operate a business, though.

The character and pace of profit-mak-
ing enterprise differs sharply from
those of public service. In business,
decisions must often be made very
swiftly. Production, management, and
financial decisions call for a special
kind of “business sense.”

Even Bands which have a solid ad-
ministrative track record should not underestimate the demands of economic develop-
ment. It will require far more time and attention than any previous Band undertaking.

2. Running Economic Development Inside Band
Government with an Expert Advisory Committee
To make up for their inexperience in business, some Band Councils appoint a team of ad-
visors. This team is invited to offer its recommendations as to how a specific Band busi-
ness should be run, and as to other matters relevant to the overall development effort.

Such “advisory committees,” as they are called, should be recruited with care. They should com-
prise people experienced and highly-skilled in the fields of business, banking, law, and market-
ing. Such a range may be hard to come by, unless recruits can be found outside the Band
membership. For Bands in remote, sparsely-populated areas, recruitment will be a real challenge.

Note that advisors will not relieve the Band Council of its crowded, stressful agenda. As
directors of a business, Councillors must still make all the decisions. This must be done in
a firm and timely manner, after consideration of the committee’s advice. If successful busi-
ness people and banking officials are recruited to a committee, they will expect to see
their recommendations treated with respect. Otherwise, they may withdraw their services.

Running economic development inside Band government
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Advisory committees are no substi-
tute for a strong Band Council.
They can be useful, so long as Coun-
cil knows where it is going and
what it wants. Only then can a basic
trust and respect grow up between
the experts and the Councillors.

To make a start on economic devel-
opment, many Band governments
may prefer to use one of these first
two types of management structure.
So long as economic projects are
not too complex, these structures
will enable a Band to build up
skills, experience, and resources.
They also give Band members the
chance to work closely with outside
business people, and can help self-
confidence and political support to
grow. To undertake large, compli-
cated projects, though, Bands would
be wise to consider other types of
management structure.

3. A Development Corporation Independent of Band Government
Many Band governments are too busy to deal with economic development. Some, conse-
quently, have gone ahead and set up another Band organization to do the job. They have
established special corporations to manage their economic development. Each corporation
has a Board of Directors. It is selected by Band members, and answers to them di-
rectly—not to Band Council. The Board, in turn, hires and fires business managers.

So the development corporation gets its mandate and makes its decisions completely inde-
pendent of the Band government. However, the corporation may need resources, land, and
other assets which the Council controls.

This type of management structure has both supporters and opponents. Some people are
tired of the way Band elections or disputes on Council can interfere with Band businesses.
An independent corporation, they say, will keep the politics out of business. Others argue
that political issues are a part of business, no matter how things are managed. An inde-
pendent development corporation, they say, tries to ignore community tensions and prob-
lems, rather than face up to them.

Running economic development inside Band government
with the assistance of an expert advisory committee
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Opponents have also pointed out
that such a corporation is bound to
clash with the Band government.
People may start to side with the
new, dynamic organization, or
with the old, reliable one. Cana-
dian and American experience con-
firms this criticism. The tendency
is for power struggles to break out
between what almost become two
competing Band Councils. This
sort of split in Band loyalties is to
be avoided at all costs.

Two things are certain. First, the
more independent the development
corporation, the less access it will
have to Band resources. Second, it
is not good for a business to be
constantly interrupted by commu-
nity power struggles or by political
leaders.

4. A Development Corporation Subsidiary to Band Government
Internal management of economic development (Structure 1) is likely to overload a
Band’s staff and Council. But when Council gets no say at all in economic development
(Structure 3), the Band itself may split apart.

Many Bands may wish to avoid these dangers with a compromise: management of economic
development by a separate, but subsidiary Band corporation. This structure takes a lot of
weight from the shoulders of the Band Council. Council sets policy, selects the corporation’s
Board of Directors, and keeps an eye on operations. Still, Councillors have no direct authority
over the day-to-day affairs of any project. Although subordinate to Band Council, the develop-
ment corporation therefore “runs its own show,” as any other subsidiary would.

Advantages of a Subsidiary Development Corporation

This fourth approach to the management of economic development has several points in
its favour:

� it shows the Band realizes that businesses cannot be managed in the same way as
government programs.

A development corporation independent of Band government
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� it can create and develop
sophist icated economic
development activities without
directly concerning itself with
the range of issues and
problems Band government
must handle.

� it allows a Band (or Bands) to
undertake difficult  and risky
activi t ies while keeping
creditors away from Band
assets, in case of default. To
satisfy their claims, creditors
can reach no further than the
corporation’s assets.

� it separates the management of
businesses from the  political
decision-making process,
while at the same time being
accountable to the community
it serves.

� it has more potential for
winning the confidence and
co-operation of the outside
business world. As a corporate investment, rather than a Band program, a business seems
more trustworthy to suppliers and customers.

A subsidiary development corporation seems to offer the best of both worlds. It neither
overloads the Band government with work, nor competes with it. It can spur economic
growth, yet be responsive to the long-term goals of the Band. As a “way of doing busi-
ness” it makes sense, at least in theory. Whether the “theory” becomes reality is the sub-
ject of later parts of this workbook.

What is clear is that Band governments which are serious about building an economic
base need a way to structure economic development as a distinct, long-term activity. A
community-controlled development corporation appears to be the best invention to date
for pursuing economic development in underdeveloped regions and communities.

Does this mean every First Nation should rush out and establish a development corpora-
tion? NO. A development corporation is just a vehicle community members may use to
travel toward a destination which they have some prospect of reaching. We now turn our
attention to some guidelines that can help Bands to decide if a development corporation is
the vehicle for them.

A development corporation subsidiary to Band government
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44
Should We or Shouldn’t We?

Guidelines for Deciding if a Development
Corporation Makes Sense

A Three-Stage Process
To establish any organization, people gather information, analyze it, make decisions, and
take action in a co-ordinated series of steps. Creating a development corporation is no dif-
ferent. The process can be divided into three stages.

STAGE 1: DECIDING IF YOU NEED A DEVELOPMENT CORPORATION (Chapter 4)

Band leaders first decide whether a development corporation is the vehicle they need to
carry out part or all of their CED agenda. Are there sufficient opportunities to support
one? Is the community prepared to define the kind of corporation it needs?

STAGE 2: DEFINING THE DEVELOPMENT CORPORATION (Chapter 6)

Band leaders, with input from the community, decide what kind of corporation they wish
to establish. What should it do or not do? How should it be structured? Who will direct it?
What resources will it have? This stage ends with the drafting and registration of the legal
documents which define the corporation, and with the appointment of directors who will
be responsible for making it work.

STAGE 3: BUILDING THE ORGANIZATION (Chapter 8)

The Board of the development corporation starts to transform the idea of the corporation
into a working organization. This means establishing systems and procedures, finding
staff, and developing and carrying out a plan to accomplish corporate goals. The task of
identifying, studying, choosing, and supporting the implementation of specific business
ventures can begin.
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Making a Start on Stage 1
Even with all the potential advantages of establishing a development corporation, it is not
necessarily an option that every community will or should take up. Distressed communi-
ties, as stated earlier, are short of time, talent and resources, and it takes all three to build
a development corporation. The decision must therefore be made in light of the overall
situation of the First Nation(s) involved.

To start with, ask yourself a few questions about your Band. Be careful. Examine the ques-
tions closely and answer them honestly. Development corporations, like babies, are tough
to say “no” to. A lot of people want one before they realize how difficult it is to deliver. Is
your Band government clearly interested in:

1. developing business and economic institutions that can increase the income of Band
members or community residents?

2. seeking more and better job opportunities on- and off- reserve?

3. building an ownership position for the Band membership in the local and regional economy?

4. developing more skilled human and technical resources than are presently available in
the community?

5. building economic, social and political institutions which community residents can view
with pride and which are responsive to their needs?

6. developing a co-ordinated strategy for the development of the Band as a whole?

7. determined to control local development or the organizations which put development
strategies into effect?

If you answered yes to all these questions, it is clear that the attitudes exist that will sup-
port the formation of a development corporation. If you said no to some, take a close look
and define the prevailing attitude and how it can be addressed. If you don’t know the an-
swer to some questions, then consider the risks of proceeding before you are certain about
the answers. In economic development, what we don’t know can hurt us.

Applying the Development Wheel: A Checklist to Guide your Decision

Many people reading this workbook will have been exposed to the Development Wheel.
(If you haven’t, review the material in Appendix 1, p. 66.) Based on the observations and
experience of a generation of CED planners and practitioners, the Development Wheel is
useful as a framework for several tasks fundamental to good CED planning:

� It provides a framework that helps clearly locate the strengths and weaknesses of any
particular CED effort or organization.

� Used as an analytical framework, it can generate information that facilitates the setting
of priorities and specific objectives.

� It is a guide to the on-going CED planning and implementation process.
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Many of the questions raised by the Development Wheel also apply to the establishment
and start-up of a development corporation. They have been presented as a checklist on
pages 24-25. Read each question and decide which of four brief responses best describes
your community.

Y Yes
N No
P Partly
DK Don’t Know

Place an “x” in the appropriate box to the right of the question, and write any further obser-
vations you may have in the space marked Problems/Highlights.

If you cannot answer “yes” to most of these questions, it is not advisable to rush into es-
tablishing a new development organization. Instead, consider what must be done to foster
the attitudes and get the information which will allow you to make positive answers. Re-
search and/or training may be needed before a decision can be made about a development
corporation.

Some readers will already have established a development corporation. How was it
formed? Could you have answered “yes” to these questions before you decided to estab-
lish a corporation? If not, what repercussions (if any) have these deficits had for your cor-
poration?

What if we decide not to establish a development corporation?
Some notes on doing business
You may decide you do not need a development corporation. The most likely reason will
be the lack of opportunities in your area to justify the time and effort to establish one.
There may only be one or two promising business opportunities, for example.

Whether or not you create a development corporation, you will still need to educate your-
selves about business development. You will also need to set up some policy and criteria
in order to establish a business development decision-making process. This will allow you
and the members of your Band to “keep score,” and to understand and learn to make in-
formed business decisions.

It will still be wise to incorporate the businesses you undertake. This measure will limit
the liability of the Band government in case of business failure, and will allow the commu-
nity to participate in any business profits. It is also a pre-condition to raising financing
from private and most public sources.
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Establishing a Development Corporation: Stage 1

DECIDING IF A DEVELOPMENT CORPORATION IS NEEDED

Band leaders decide 1) whether a development corporation is the vehicle
they need to carry out part or all of their CED agenda, 2) if there are
sufficient opportunities to support one, and 3) if the community is
prepared to define the kind of corporation it needs.

Y N P DK Problems/Highlights

Organizational Prerequisites

1. Is the Band government

a. prepared to give economic devel-
opment a high priority?

b. aware that CED is a long-term
process, not a short-term fix?

c. willing to set aside enough time
and resources to plan a develop-
ment corporation properly?

d. open to delegating economic de-
velopment to an arms-length or-
ganization?

Pre-Planning

2. Has the Band government, in
consultation with Band members

a. integrated economic development
with the Band’s overall goals?

b. discussed and clarified the key
values that should inform and
guide economic development?

c. clearly defined an economic goal for
the community (eg. aneconomically
independent government)?

Y Yes
N No
P Partly
DK Don’t Know
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Y N P DK Problems/Highlights

Pre-Planning (cont’d.)

d. drafted its philosophy and policies
regarding the use of land and other
resources for economic develop-
ment?

3. Is the Band government really will-
ing to seriously consider authorizing
a DC to control certain lands, re-
sources, enterprises, and/or equip-
ment?

4. Is the Band government willing to
seriously consider committing
Band funds &/or income sources
(eg. CAEDS $) to a development
corporation for a 5-7 year period?

Organizational Development

5. Have Band leaders & senior staff
been trained in CED basics & the
role of a development corporation?

Venture Development

6. Is the Band already involved as the
owner of one or more businesses?
If it is, describe their status:

Are they profitable? What are their
liabilities? How is each business
viewed by its customers, bankers, &
suppliers? What capital reserve
does each have, if any?

7. Has the regional economy been
assessed for opportunities which
will make long-term self-suffi-
ciency for a CDC possible?
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55
Attention!!

Central Issues Bands must address
for Success

There are many, many issues and challenges that will face those who choose the path of
economic development. Although the decision to establish a development corporation

can be an important step in a positive direction, don’t be fooled! The whole project can be
quickly derailed by improper planning and ill-considered decisions.

The next chapter outlines the tasks to be undertaken in the definition of a development cor-
poration. The present chapter looks at five of the most important and conflict-ridden is-
sues that many First Nations face as they start down the economic development path.

A failure to confront these issues and make clear policy decisions will very likely plague
development efforts for years to come. If addressed early in the process of establishing a
development corporation (during Stage 1 or at the beginning of Stage 2), on the other
hand, these issues will touch off some very educational discussions and debates. The
views and information exchanged will prove invaluable when it comes to clarifying the de-
velopment corporation’s mandate and direction.

Profits vs. Jobs, Jobs, Jobs
The relative importance of jobs and profits is a crucial issue for communities who want to
build an economic base. Some very important myths are uttered time and again about the
relationship between jobs and profits.

On the one hand, let’s face it—people want jobs. They apply pressure on the politicians. If
there is a choice to be made between creating a job and ensuring a profit, the unemployed
will understandably want a decision which favours their immediate interests—jobs and in-
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come. These are benefits that
ordinary people understand.
Profits are remote from the
consciousness of poor people.
The politician who chooses
profits over jobs is likely to
get a hard time come the next
election, everything else be-
ing equal.

On the other hand, jobs do not
create assets or wealth. In the
resource-based economies of
many Indian reserves, jobs
come and jobs go. Making a
strategy that puts jobs first
will not build businesses. It
will not create new wealth.
An economic base cannot be
built without profits which
provide the equity with which
more capital can be secured.
That extra capital can then be
used to build or acquire a
share of ownership in new
businesses.

So what is the answer? It will vary from community to community, but this much can be
said. If your First Nation wants to build an economic base that can even begin to support
self-government (in the long-term), the order of priority must be:

1. PROFIT
2. MANAGEMENT
3. JOBS

Jobs result from sustainable businesses, that is, businesses which can pay their own way
over the short- and long-term. Businesses cannot be sustained if they do not make a profit.
They cannot support self-reliance if they do not make a profit.

Jobs, in economic development terms, can be seen as a short-term benefit. Profit is a long-
term benefit, without which other benefits (including jobs) cannot be delivered. In light of
political realities, it may be necessary to raise the priority of jobs and training. Leaders
will then gain the political protection they require to deliver profits and other long-term
benefits of economic development.

This is the basis for a compromise in the way the development corporation carries out its
work. Jobs and training can be given a higher priority to protect long-term success, but in
terms of investment priorities (where capital is put), profit comes first.

27
Central Issues Bands must address for Success

The Westcoast Series on CED



Re-investment vs. Distribution of Profits
“We are going to start a store that will make
money which we can use to support other
community needs?” How often have you
heard that formula? Sometimes it works.
Profits are spent helping people with funerals
and emergencies, or starting a new program.
More often, unfortunately, it doesn’t.

The problem is that First Nations that treat
profits in this fashion will never build an eco-
nomic base. Self-reliance will remain a fan-
tasy. Why? Because they fail to realize that
the generation of profits through the eco-
nomic development process is the generation
of capital not income.

Capital is scarce. It is a vital ingredient in the
game of building an economic base. Without
it, you might as well play a game of baseball
with no bat. It is very painful to try and con-
sistently hit a ball without a bat. If profits are
not protected so they may be used to generate wealth through investment and the purchase
of productive assets, there is no economic base. Nor, incidentally, are any jobs created.

A development corporation is owned by the community, usually represented in shares that
are held in trust by the Band government or the Board. This is a collective interest.

The members of the Band have certain interests that are represented in the development
corporation mandate. The rewards they are entitled to receive as individuals are related to
their investment of their brains and their sweat: employment (and its wage or salary), train-
ing, and access to management. However, they do not individually invest capital in the
corporation. They are therefore not entitled to reap capital rewards, that is, to a share of
profits in the form of income.

To give over unrestricted access to profits to Band members is to cut off the Band’s own eco-
nomic legs. Profits are the benefit upon which all the other benefits depend. Band members
may be entitled to a ride on the bus, but they are not entitled to strip it of its tires and fuel.

Hiring Local vs. Outsiders
Most groups getting involved in economic development face the paradox of having to do
something well which they have never done before. They may come under a lot of pressure to
hire inexperienced local people as economic development officers and managers. After all,
people complain, the development strategy is supposed to be “by and for us,” isn’t it?
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In fact, whether to hire locals or outsiders is not
the issue. The issue is when to hire experience,
and when to settle for inexperience.

By and large, as the saying goes, you will get from
something what you put into it. Some groups have
the luxury of being able to learn by doing. The cost
of senior staff who have to learn by doing is usually
failure, however. When inexperienced personnel
are expected to organize and create economic activ-
ity, the experience gained is often unsuccessful and
painful.

Access to capital is at the heart of creating a viable
development corporation. The accessibility of capi-
tal depends heavily on the confidence which a po-
tential financial source has in the experience and
skills of the recipient’s Chief Executive Officer (CEO). To the extent the staff is without
the skills to navigate in these waters, the slower the process will be and the higher the risks. In-
experienced staff, consequently, can lead to a greater dependence on outside consultants who
have only a short-term relationship with the community.

A development organization is no place for inexperienced staff leadership. The Board of
Directors is another matter. For them it will be a learning experience, but a rewarding one,
given training steered by a competent CEO or EDO.

The other issue which relates to hiring is captured in the rule of thumb, “form should fol-
low function.” Staffing should too. To begin with, what exactly needs to be done? Do
these tasks amount to a job which you can hire someone to do? Lastly, hire someone with
the skills to do the job.

For example, if you are going to run a loan program and provide business counselling,
look for a person with solid experience in lending. By contrast, if you are looking at own-
ership strategies which build Band equity through direct ownership, you need somebody
with experience in assessing deals and making deals. They are very different sets of skills.

A parting shot on this issue: it is damn hard to find good people. There just aren’t loads of experi-
enced development practitioners out there, Indian or non-Indian, unemployed and anxiously
looking to move to some remote community. This fact should not keep you from trying to get
the best people possible, whether locals or outsiders. As small communities, however, be pre-
pared to work together to get some of the specialist expertise you need. In addition, when work-
ing with inexperienced staff, gear the pace of development to their capacity to manage and learn
on the job. Otherwise, the risk of projects going off the rails increases dramatically.

This does not mean that communities must be forever dependent on outsiders. A balanced eco-
nomic development strategy will also include actions to develop the skills and experience needed
by community members. Programs to identify and train potential staff, and to place them in in-
ternships and “shadow positions” in other organizations will create a local pool of skilled busi-
ness managers in 5-10 years.

Hire staff with the skill & experience
your development corporation requires
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Locating Capacity: Using Common Sense to
Build Indian Development Institutions
Two points made earlier in this workbook need to be brought back to the table.

Community-based economic development cannot ignore the reality of the regional econ-
omy within which the community resides. Within different regions there are more or less
opportunities, and they occur more or less often.

The talent to create, plan, finance, and implement
economic projects is both costly and rare.

The reason for re-stating these points is this: you do
not retain the best development specialist in Canada
if you cannot use such talent productively. One
does not buy a Ferrari to pull a plough, as it were.

Large projects, like major resource extraction, re-
quire highly-specialized talent or capacity, but oc-
cur infrequently. A Band could not expect such
specialists to wait around for the next project requir-
ing their skills to begin. It is also unlikely that a sin-
gle Band or community could afford such a project.

However, Bands can work together to acquire the
capacity and financing to undertake such projects.
An area with small Bands and isolated communi-
ties might decide to locate and institutionalize cer-
tain resources and skills at the Tribal Council level
in order to implement bigger projects. To make such joint projects work requires careful
negotiation of the participants’ inputs, responsibilities, and the distribution of benefits.
One must also ensure that the Bands in the Council area stay realistic in their expectations.

Clearly, this is no easy row to hoe. That is the nature of economic development. Those who
are unable to get organized will not capture the benefits necessary to build an economic base.

Ownership: Wholly-Owned Subsidiaries vs. Joint Ventures
In the midst of a drive towards greater self-determination and self-government, it is not un-
common to hear fierce rhetoric about the ownership of Indian businesses.

Some that say 100% Indian ownership is the only way to go if Indian people are going to
determine their own future. Joint ventures, they point out, necessarily water down a
Band’s share in a business’ profits by at least half. This position does not recognize two
basic facts. First, succeeding in business is becoming increasingly complex. Second, most
Indian Bands lack experience and management capacity.

Development talent is rare. Locate it
where it is practical & affordable
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Wholly-owned subsidiaries require much too much management attention. Nor do they
lend themselves to obtaining outside financial or management assistance. Ultimately,
avoidable lessons get learned the hard way and profits and other benefits are reduced or
put at serious risk anyway. The consequence of 100% ownership can be owning 100% of
nothing. Joint ventures are safer, more durable responses to the need for capacity.

See Appendix 2, p. 75, for a list of the benefits of the joint venture approach.
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66
We’ve decided we want one—what must we

do to get it started? . . . or

Defining the Corporation

Now that a decision has been made that a Community-based Development Corporation
makes sense, planning and designing the corporation begins in earnest. What should it

do or not do? How should it be structured? Who will direct it? What resources will it have?
These decisions are then drafted and registered in the form of legal documents, and directors
are appointed to make the corporation work.

To determine the shape you want your development corporation to take, consider first
some important guidelines:

� the 4 things that must be present if CED efforts are going to yield successful ventures.

� the 4 main models of development corporation which communities in Canada and the
United States are using.

4 Ingredients of Successful CED
What does it take to make CED work? Not exactly a simple, straightforward question.
There are several pieces to the puzzle. Success depends on developing a comprehensive
strategy with four main ingredients. A community must be able to pull together all four if
it is going to build businesses that can establish an economic base for self-reliance. A sin-
gle development corporation need not be responsible for all four, however.

1. Planning and Research A capacity for basic planning and research would include

� being able to research and understand the economy of the region within which the CDC
operates.

� choosing goals and setting objectives that are realistic given the local economic situation.
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� research  that supports venture development analysis  and  decision-making—from
opportunity identification, to business planning, and the on-going work of venture
hunting and screening.

Over the longer term, planning and research must also include the research skills to seek
out new markets and to create new products.

2. Debt Money must be available to loan to businesses, whether individually-owned or
Band-owned. The debtor business must pay back this money, with interest, usually on a
monthly basis.

3. Equity Money must also be available to invest. It is sometimes referred to as risk capi-
tal. It is vital to business agreements. Without some equity capital on the bargaining table,
few other investors are likely to take the risk of doing business.

4. Training This is a continuous concern and need. It involves developing the skills and
capacity of the Board and staff of the development corporation. It also involves enabling
the corporation’s constituency to participate productively as employees and managers of
businesses generated by the development process.

As you review the major development corporation models which follow, you will see how
each of them gives emphasis to different parts of the puzzle.

Building an economic base requires a comprehensive approach with 4 key ingredients
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What are the Major Models?
The development corporations operating in Canada and the United States differ in the em-
phasis each gives to the four ingredients of CED. All carry out research and planning to
some extent, then concentrate on either equity, debt, or training. As a result, there appear
to be four major models of development corporation.

The Growth/Equity Model emphasizes the building of equity.

The Loan/Technical Assistance Model focuses on debt financing, and to a degree, on train-
ing and support for small businesses.

The Employment Development Model has a major emphasis on training and job develop-
ment.

The Comprehensive Model works on all four ingredients.

Growth/Equity Model

This model fosters the growth of the local economic base by building Band-controlled wealth or
equity. The primary goal is to make the Band an actor in the local and regional economy. To this
end, the development corporation strives to acquire ownership of wealth-generating assets.

The priorities which guide all decision-
making under this approach are:

1. Profit
2. Management
3. Jobs

Given the general lack of management
capacity in most Bands, this model re-
lies heavily on joint ventures to realize
its objectives of ownership and profits.
Joint ventures with a good partner re-
duce the risk of doing business and in-
crease the potential for profits and
other benefits. Some of the benefits of
the joint venture approach, as viewed
from this model, are summarized in
Appendix 2 (p. 75).

An example of a Growth/Equity
type of development corporation is
Kitsaki Development Corporation
(KDC), owned by the La Ronge In-
dian Band in Northern Saskatche-
wan. In 1984 it decided that its
mission was to become involved as

The Growth/Equity Model
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an owner in every major sector of the northern Saskatchewan economy. Since that time, it
has concentrated its time, talent, and dollars on selecting good prospects for acquisition in
tourism, mining, transportation, insurance, and manufacturing. Using joint ventures, KDC
is now a stakeholder in all these sectors. In 1989, KDC had gross revenues of $15 million
dollars and a solid profit. They are on their way to building an economic base.

Many Bands have development corporations that own one or more businesses, like a general
store, for example. The fact of ownership is in a lot of cases the only characteristic these cor-
porations share with the growth/equity model. Major changes would have to be implemented
in order to follow KDC’s example. These First Nations will have to take a more systematic
and strategic approach to the development of local and regional opportunities. An experi-
enced, competent general manager is required. In addition, core financial support would have
to be forthcoming for the first 5-7 years of the development corporation’s operation.

Loan/Technical Assistance Model

The primary concern of this type of development corporation is the provision of credit, par-
ticularly loans and loan guarantees. The main client is the individual business person, would-
be entrepreneur, or, in the case of some Bands, a community-owned business. The debtor
business pays back the loan, almost always with interest.

In some cases the corporation also
provides the loan applicant with
technical assistance. The assistance
available may cover a wide range of
services. It may be as basic as ad-
vice about the preparation of the
business plan or pre-business train-
ing. It can also include assistance
with financial arrangements, and
business start-up and “after-care,”
like training and counselling. The
fees charged for this assistance, plus
the interest on loans, pay for the cor-
poration’s costs of operation.

Several native-controlled organiza-
tions have emerged over the last five
or six years that provide credit and
varying degrees of technical assis-
tance. They are referred to as Aborigi-
nal Capital Corporations (ACCs).
The hundred or more Business Devel-
opment Centres (BDCs) associated
with the Community Futures Pro-
gram are also representative of the
loan/technical assistance model.

The Loan/Technical Assistance Model
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Due to their small size and generally low level of business activity, one or two native com-
munities can rarely support this type of development organization. There is simply too lit-
tle local demand for such services to create, through interest charges, a pool of capital
which can meet all the costs of operation.

Dana Naye Ventures, an Indian-controlled organization in the Yukon, services all the In-
dian people and communities in the Yukon. The Nish’Nabe’Eski Development Fund in
northwestern Ontario tries to service forty-four different Bands! These funds, and others
like them, have very real concerns about building up capital sufficient to make themselves
self-sustaining. Given the costs of doing business in the North, Dana Naye Ventures esti-
mates that it requires an $8 million capital pool in order to be secure and self-supporting.

Some communities have organized revolving loan funds, but business lending is not usu-
ally their focus. Instead, they perform the valuable service of recycling local money. The
growing interest in micro-enterprise lending is a significant development, however. This
service provides small amounts of credit (up to $2,000) to very small businesses which
would otherwise have no access to credit. The Wiwemikong Band on Manotoulin Island,
one of Canada’s largest Bands, has been operating this type of program for the last couple
of years as one part of its overall approach to economic development.

Employment Development Model

Development corporations of this
sort concern themselves first and
foremost with people and employ-
ment development. Such a mandate
can encompass a great range of
training and services: life skills and
job readiness training, skill training,
occupational training, and job place-
ment and outreach.

The training and employment focus
often extends to job creation by
means of small business training for
would-be entrepreneurs and worker
co-op members. Sometimes an “in-
cubator” is also established to give
extra assistance to those involved in
new business start-ups.

In towns and cities, these develop-
ment corporations often take the role
of advocates of job retention. They
have been known to fight plant shut-
downs and to lobby politicians about
zoning and planning which affect the
interests of poor neighbourhoods.

The Employment Development Model
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An Indian example of this model is the Eskisoni Enterprise Centre on Cape Breton. With job
placement programs it combines training in literacy, life skills, and technical skills. It offers an
entrepreneur training course which takes a hands-on approach to business planning. Course
graduates can also get assistance during the difficult process of business start-up. The Enterprise
Centre’s recently-opened business incubator now houses six of the course’s first graduates.

An urban example of this model is the development corporation known as RESO which serves
the southwest of Montreal. RESO offers assistance in life skills, employment training, and in
small business and worker co-op development. It is also a key representative of the interests of
those neighbourhoods in a number of organizations making vital decisions about land use, em-
ployment, and economic development in Montreal. Lastly, RESO works hard to build and main-
tain a coalition of various interests (particularly business, local government and the trade unions)
to ensure that jobs are protected in the neighbourhoods of southwest Montreal.

The Comprehensive Model

Community development corporations were invented by poor people in the United States
who were trying to find a way of protecting and advancing their economic interests. Legis-
lation in the early 1960s enabled CDCs to carry all the functions performed by the first
three models plus a fourth one:

� equity for direct investment (venture capital)

� debt capital (to loan to entrepreneurs, etc.)

� training

� market and product research

To each of these areas, a wide variety of approaches are taken.

No single development corporation in Canada appears to perform all four functions. How-
ever, there are Indian people who, through smart planning and focused effort, are building
co-ordinated institutions which perform two or three of the functions. The Eskisoni Devel-
opment Corporation, for example, combines the growth/equity with the employment de-
velopment model in order to carry out a wide variety of training initiatives.

It is not easy to combine different models. For example, the skills needed to run a broadly-
based training program differ from those needed to screen opportunities and structure busi-
ness deals. Eskisoni has done it by establishing two separate divisions, each with a clear
mandate. This way the potential for confusion is minimized and staff energies remain fo-
cused. If implemented carefully, this new structure may represent an important increase in
organizational capacity for Eskisoni.

Another attitude to the work and role of the development corporation is also worthy of
mention here, if only because it is so common. The only credible resource in some com-
munities is an economic development officer who works for the development corporation.
The EDO advises and assists others with business start-ups or expansions and is responsi-
ble for co-ordinating other activities which in some way to economic development. This is
a legitimate and necessary service to supply at the community level. If it can justify the
creation or existence of a development corporation, however, is questionable.
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The chart below summarizes the key characteristics of the four models of development
corporation.

The Band Government as Owners:
Key Tasks in Defining the Corporation
Once a decision has been made to establish a development corporation, the Band govern-
ment, as the its creators and owners, must define the shape it will take. This is Stage 2 of
the formation process.

Although the owners (shareholders or members) hold the ultimate control over what the
corporation does, they have a very limited role in actually running it. A corporation is es-
tablished in order that it may be delegated the responsibility for a particular set of activi-
ties. As the table on the page following shows, the main responsibility for making key
decisions lies with the Board of Directors, who in turn rely on staff for research, recom-
mendations, and implementation.

The main point of control for owners is in the initial establishment of the corporation.
There they set the rules within which the Board and corporation will act. After the forma-
tion of the corporation and appointment of the Board, the owners’ role is more limited.
They replace directors and modify bylaws about once a year. They also monitor and hold
the development corporation accountable to its delegated mandate.

Comparison of 3 Models of Development Corporation

GROWTH/EQUITY LOAN/TECHNICAL
ASSISTANCE

EMPLOYMENT
DEVELOPMENT

Mission Build an Economic
Base

Development finance & busi-
ness support to new and existing
business

Human Resource Development
& Job Creation

Central Role Owner/Partner Financier Trainer/Co-ordinator

Key Goals 1. Profits
2. Management
3. Jobs

Creating viable businesses at
community level
Becoming self-sufficient

Increased literacy, life skills, job
readiness, occupational skills,
increased employment

Functions Planning & Research
Investment
(sometimes training)

Assessing business plans
Making loans
Providing business couselling

Needs Assessment, Program
Development & Management,
Organizing and Financing
Outreach and Job placement,
Self-Employment Training

CEO Skills Investor & Deal-maker
who understands CED
Approach

Experienced lender Experienced Community
Organization Executive
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Organizing a Development Corporation

Function Advise/Recommend Decide Carry Out

Managing the Development Environment

1. Mandate & Goals BC BAND DCB

2. Economic Devt Policy DCB BC DCB

3. Opportunity Identification DCB/DCM DCM

4. Planning & Strategy Review DCM DCB

5. Feasibility Analysis DCM DCB DCM

6. Venture Selection DCM DCB

7. Business Planning DCM

8. Government Liaison DCB DCM

9. Securing Finances DCM DCB DCM

10. Organizing Joint Ventures
or Subsidiaries DCM DCB DCM

Managing the Internal Environment

11. Annual Business Plan BM BB/DCB BM

12. Operations Management BM BM

13. Financial Management BM BM/DCM

14. Marketing BB BM BM

15. Monitoring & Assessment BB BM/BB

16. Profit Distribution BM/DCM DCB DCM

17. Disposal of Assets BM/DCM DCB DCM

Developing the Human Resources

18. Training BM/DCM BB DCM

19. Organizational Capacity DCM BC/DCB DCM/BS

20. Human Resource Devt BS BC BS

abbreviations

BC: Band Council BS: Band Staff
BB: Business Board BM: Business Management
DCB: Development Corporation Board DCM: Development Corporation Management
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The following procedures apply to Bands which wish to set up a subsidiary development
corporation. Band leaders should fully discuss each one as part of the economic develop-
ment planning process.

Economic Development Strategy

1. A critical factor in the formation and early years of a development corporation is a Band
which knows where it wants to go and what is realistic in terms of economic development.

All too often, Band governments form development corporations and expect some miracle
to happen. Except in rare instances, the results are less than inspiring. Bands want to avoid
the mistakes of one tribal council a few years ago which got funding for a corporation, not
long after which a member was heard to comment: “Now that we have the money, we bet-
ter figure out what to do with it.” The results, of course, have been dismal.

The Band government should seriously consider preparing an economic development strategy.
This can be a full-blown CED strategy which defines a strategic five-year plan and a detailed
one-year plan. If this is not possible for some reason, there is some other crucial work to do.

First, there needs to be a clear analysis of the environment in which the corporation is op-
erating. The community’s strengths and weaknesses must be identified. The external fac-
tors and trends affecting the local economy must be analyzed and their implications for
Band economic development understood. Second, a clear mission statement for the corpo-
ration must be defined. Third, there should be a clear definition of the role(s) and func-
tions the corporation is being authorized to perform.

2. The clarification of policy and other guidelines for the use and management of Band
resources is an essential part of the strategic planning process.

These guidelines should specify the terms under which businesses, buildings, natural re-
sources, and other assets are to be transferred to or used by the development corporation.
Decisions with respect to zoning, business licensing, and taxation can also be used to fa-
vour one type of development over another.

Incorporation

3. The Band Council draws up the corporation’s articles of incorporation and bylaws.

If carefully written, these articles can precisely define the development corporation’s pur-
poses, powers, and relationship with the Band government. They can also show how the
corporation will account for its actions to Council.

A decision must be made whether to register the corporation federally or provincially, and
whether to establish a for-profit or a not-for-profit corporation. Both types can make a
profit on their dealings. The for-profit corporation pays income tax on its profits but is
then allowed to distribute dividends to owners. The not-for-profit corporation must have
an explicit social purpose to perform. Its earnings are not taxable, nor can they be paid di-
rectly to the owners. The not-for-profit corporation can fund for-profit community pro-
jects, however.

4. If the corporation issues shares, the Band can make itself the major shareholder.
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As the “proxy,” or representative, of all the Band’s members, Council can buy most of the
corporation’s shares. This action will give Council a lot of influence in the corporation’s
affairs. Council could use its voting power, for example, to have dividends distributed to
the shareholders. A percentage of the corporation’s annual earnings will then go to the
Band treasury. The rest will be kept as operating capital.

Board

5. The Council should determine the size and composition of the corporate board of
directors.

Large boards are unwieldy, and often have inactive members. Small boards are more likely to be
working boards. They are also more likely to give Indian newcomers plenty of hands-on experience.

Council may also choose to have one or more of its members sit on the corporate board.
Indeed, this is a good idea. The two groups would tend to stay more closely in touch if
they had members in common. Other members should be chosen from the community at
large. A board consisting purely of Band Councillors would defeat the purpose of creating
the corporation in the first place. Councillors are already too busy to give economic devel-
opment the focused attention it requires.

Some seats could also be reserved for non-Band experts. They could sit on the board, or
they could act as an advisory committee to it. Outsiders bring to the board room both
skills and links to the outside business world. Of course, Council would first have to be
certain the outsiders were truly committed to the Band’s economic development.

6. Council should appoint persons to the corporate board of Directors.

This practice can heavily influence the direction taken by the development corporation.
Council must make every effort to select people on the basis of their skills and experience.
There is no room on any board for mere friends and political allies.

The length of Board appointments is also very important. A 3-year term allows members
to learn some skills and become familiar with the corporation. The longer term also en-
courages Councillors to consider each appointment carefully.

Council should reserve the power to remove board members who do not perform well. Re-
member, frequent or unjustified removals will seriously weaken a board. Any removal
must follow the regulations which the Council has drawn up—to the letter.

Staff

7. Council may set guidelines for hiring managers.

The hiring of a manager is probably the single most important decision ever made for a
business. The choice of its first manager is particularly crucial. Council can make it clear
what characteristics and experience a manager should have.

Having completed these guidelines, Council should put management in the hands of the board
of directors. Interviews, hiring, supervision, and removal should be left to the board. It needs
this authority in order to be truly responsible for the day-to-day performance of employees.
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Accountability Procedures

8. The Band government should require the development corporation to submit an annual
plan which outlines all projects in terms of marketing, sales, production, finances,
management, and operations.

An annual plan has several practical purposes. It encourages the development corporation
to plan and monitor its work carefully. Band government gets the opportunity to approve
or disapprove proposals well ahead of time. The plan can also serve as a standard. In a
year’s time, people can compare what the corporation did, to what it planned to do. If
there is a big difference between the two, people can make a start on solving the problem.

9. The Band government should require quarterly reports from the development corpora-
tion. Each report describes the results of the last three months, as well as the budget,
goals, and activities of the next quarter.

More frequent reports are unnecessary, unless there are major problems. The corporation
board may expect to hear from its managers and subsidiaries more often, especially during
start-up.

There are right ways and wrong ways to report. Monthly or quarterly balance and in-
come/expense forms are not enough. These figures should be compared with the expenses
and income which were expected. Leaders can then see how the corporation outdid itself,
or how it fell short. All these things should be explained in writing.

Reports should be concise and easily understood, so that Band leaders can deal rapidly
with the important issues. Reports are not supposed to be a way for directors to confuse
Councils with facts and figures, nor are they an excuse for Councillors to browbeat the cor-
poration’s board. Good reporting will help Band and board to work together to solve prob-
lems.
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Establishing a Development Corporation: Stage 2

DEFINING THE DEVELOPMENT CORPORATION

Band leaders, with input from the community, decide what kind of corpo-
ration they wish to establish. What should it do or not do? How should it be
structured? Who will direct it? What resources will it have? Virtually all
Stage2 tasksare related toOrganizationalDevelopment.Questions1-2refer
to matters that might normally be undertaken during Stage 1 of the planning
process. They are included here to make sure they are not forgotten. This
stage ends with the 1) drafting and registration of the legal descriptions
which define the corporation, and with 2) the appointment of directors who
will be responsible for making the corporation work.

Y N P DK Problems/Highlights

1. Has the Band government ana-
lyzed the internal strengths and
weaknesses of the Band?

2. Has the external environment
been analyzed?

3. Have enough opportunities been
identified to justify establishing a
development corporation?

4. Has a mission been defined?

5. Have the key functions of the
corporation been defined?

6. Has the corporation been defined
in terms of

a. membership or ownership

b. Type of corporation?

Y Yes
N No
P Partly
DK Don’t Know
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Y N P DK Problems/Highlights

c. the composition of its board of direc-
tors, & how they are selected?

d. a monitoring & reporting system to
ensure that the corporation is ac-
countable under its mandate to the
Band government?

7. Have potential Board members
been identified and recruited?

8. Have formation decisions been
framed legally and registered?

9. Have the decisions related to
transfer of assets been finalized?

10. Have policy guidelines for hiring of
the Chief Executive Officer been
established?
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CONTROLLING BAND BUSINESS INSTITUTIONS

The view of the La Ronge Indian Band Government with respect to controlling the Kitsaki
Development Corporation are summarized in the chart below. It serves as a useful sum-
mary and reminder of how one successful Band Development Corporation is related to by
the owners, the La Ronge Band Government.

Barriers, Problems,
Issues

Council Decisions to
Council Business

Ongoing Involvement
of Council

1. Accountability to Band
goals.

Specify purpose and power of
corporation.

Check on activities: Is the develop-
ment corporation adhering to pol-
icy guidelines?

Specify relationship to Council.

Follow through. Require quarterly reports. Review financial and activity re-
ports.

2. Communications and
accountability to Band
goals

Define size, composition and dura-
tion of term of Board of Directors.

Council members (7) on Board.

Lack of local expertise. Decide if, and/or number of outside
experts.

Determination of role of experts.

3. Internal conflicts.
Accountability to Band
goals.

Council appoints Board of
Directors: influence, philosophy
and direction of corporation.

Via appointments.

4. Manager’s commitment
to Indian economic de-
velopment and Band
goals.

Specific criteria for selection of
corporation manager.

Check that criteria are carried out.

Follow through.

5. Fragmented and
unplanned development.

Define scope of corporations and
how they relate to overall goals.

Establishing overall economic
goals.

6. Political interference in
business.

Provide stable business
environment.

Establish codes and regulations.

7. Limitations posed by
public guidelines and
funding.

Seeking more private investments
and investors.

Establishing guidelines for
compatibility with private interests
& Band goals.
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77
Defining the Mission

Shaping the Heart of a Development
Corporation

Many community-based organizations suffer from planning processes which take people
around in circles. Their problems are usually due to inadequate analysis of the organization,

its environment, and its intended destination, or mission and strategic goals. This condition
devours valuable time, talent, and resources in activities that go nowhere. Such organizations
better do their strategic planning, the heart of which is defining the organization’s mission.

Introduction to Strategic Planning

Mission

Strategic planning begins with writing a mission statement, or statement of purpose, which
describes the business of the organization. It briefly sets out the scope of what the organi-
zation hopes to accomplish and why it exists. The bulk of this chapter is about how to con-
struct a mission statement.

Analyzing the Environment

One of the keys to good planning is to know what is happening. Knowledge is power. To
become involved in CED, you better have a pretty good idea of the environment in which
you intend to do your work. Otherwise your development corporation may lose power,
rather than becoming empowered and empowering.

This means having an understanding of the needs of your constituency. You also need to un-
derstand the strengths and weaknesses of your organization. Lastly, you need to understand
the external environment: those trends, opportunities, and constraints that your development
corporation must take into account if it is to shape and implement a realistic CED agenda.
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CED planning does not generate a wish list. CED planning seriously probes the environ-
ment, assesses the lay of the land, and then positions the development corporation to
shape the environment in the interests of its membership and constituents.

Sometimes organizations get confused about whether to analyze the environment before
defining their mission, or defining their mission first and then assessing the environment.

There is no single answer. If the role of the corporation with respect to economic develop-
ment is clear, that sense of mission will help define the scope of your analysis of the envi-
ronment. If the mission is not clear, and the development corporation does not have a firm
grasp of local and regional needs, opportunities, and constraints, this information should
be obtained in the process of writing the mission statement.

For example, Kitsaki Development Corporation decided in 1984 that its mission was to be-
come involved as a key stakeholder (owner) in every major sector of the northern econ-
omy. Since then, it has invested all its time, talent, and dollars in trying to fulfil this
mission. When it analyzes its environment, KDC looks for opportunities to become a suc-
cessful owner in an important sector. Through joint venturing, KDC has developed an an-
nual revenue of $15 million/year in the last five years.

By contrast, Yukon’s Dana Naye Ventures analyzed its environment and found a major
gap in small business financing and counselling. On this basis, Dana Naye decided to
make these services the focus of its mission.

In short, both mission statement and analysis of the environment are important. If you are
just beginning to plan a development corporation, you will likely assess the environment
first. A definition of the role the corporation can profitably play within this environment
will follow. Keep in mind the environment changes over time. Good organizations always
monitor what is going on. As their capacity develops and their environment changes, they
revise their mission accordingly.

Strategic Goals

A strategic goal defines a result the organization wants its efforts to achieve within a me-
dium-term time frame. What results do you want to achieve within 3-5 years? Where do
you want to “land?”

These questions, while easy to ask, are sometimes difficult to answer, especially at the be-
ginning of a CED planning process. The first thing to remember is that the strategic goals
must relate directly to the mission. The goals flow from the mission and your analysis of
the environment within which your development corporation must operate. In a sense, the
goals are not only targets, they are the foundation for CED planning: they define the scope
and focus of your overall CED effort.

For example, one development corporation in the Yukon has established the following as
one strategic goal:

To establish a major presence in the tourism sector with a focus on creating a
destination resort and a series of linked businesses in the recreational, cultural and
adventure tourism market segments.
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Translated, this means the corporation’s target is to establish a resort in the vicinity of a
national park. The resort will service people interested in the outdoor activities and/or cul-
ture of the people who live in the region. Both these markets are growing, and the corpora-
tion wants to position itself to take advantage of this fact.

Your development corporation can then get ready to put together an annual plan on the ba-
sis of its strategic goals. If your organization has not done any strategic planning, devote
your first annual plan to defining the tasks which will give the organization a strong sense
of direction and purpose by the end of the year.

Operational Planning

An operational plan defines the upcoming year’s objectives, identifies what needs to be
done to reach each objective (action planning), and the dollars required to get the job done
(budgeting). The plan should also say how the results of the year’s work will be evaluated.

Let’s look at the overall process in graphic terms. The first chart, set out on the page following,
shows the steps involved in moving from strategic planning to operation planning. It moves from
what is strategic, to the level of detail required for the organization to get real things done. The
operational plan is usually done for a one-year time frame. This means the strategic goals, usu-
ally set for 3-5 years, need to be broken out into clear objectives which together will act to move
the organization in the direction of meeting its strategic goals and mission.

The second, smaller chart on the same page shows that for each goal, there is likely more than
one objective. It also shows that for each objective, an action plan and budget needs to be
worked out. (For detailed guidance in operational planning, see the Westcoast publication The
Development Wheel: Community Analysis & Development Planning, Chapter 3.)

A Closer Look at Defining the Mission
One of the most important parts of strategic planning for any organization is the develop-
ment of a mission statement. It is also one of the most difficult steps in the entire planning
process.

In one hundred words or less, the mission statement gives the vision and values of the or-
ganization a definite and clear focus. This statement will be the basis upon which specific
program strategies will be formed; it defines the arena in which the organization is going
to work; it will have an important impact on how time, talent, and dollars will be used;
and it will guide the general direction and growth of the organization into the future.

The mission is therefore the cornerstone of the new organization’s foundation. Clarity in
the statement is essential. Existing organizations should review their mission statement to
determine whether it is still relevant to the current state of affairs in the community and in
the organization itself.

On page 50 are two examples of effective mission statements. Note how each answers the
primary question, “What business is the organization in?”
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Chart 2: Developing the Annual Plan

Strategic Goal

Overall Annual Plan

Objective Objective Objective

Action Plan Action Plan Action Plan

Budgeting Budgeting Budgeting

Chart 1: Linking Strategic & Operational Planning
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Analysis of Environment
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Strategic Goals
(End Results: 3-5 years)

Definition of Objectives
(specific targets within a 1-year time frame)

Action Planning
(Tasks: who, when, how decisions for each objective)

Budgeting
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Implementation
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The mission of the Dorcet Lake Development Corporation (DLDC) is to
identify and invest in key business opportunities in order to become a stake-
holder/owner within each sector of the northern region’s economy. Establishing
the DLDC as an owner will establish a long-term economic base for the Dorcet
Lake First Nation.

Investment decisions will be made based on 3 priorities: generation of profits
for DLDC, creation of management development opportunities, and creation of
permanent jobs accessible to Dorcet Lake Band members.

DLDC will utilize a joint venture approach to insert DLDC into each sector of
the regional economy as the major strategy for realizing its mission.

The mission of Reddana Ventures, an Indian-owned and controlled, institu-
tion, is to become a dynamic, self-sufficient financial institution that assists the
communities of the Greater Lakes Tribal Council (GLTC) in their endeavours
to become more economically self-reliant.

The primary focus of Reddana Ventures is the provision of development
financing—primarily commercial loans, bonding, loan guarantees and a micro-
enterprise lending program—and quality business counselling and training to
native entrepreneurs and businesses in the GLTC region.

This mission will be carried out in a manner which values the preservation of
the natural environment; which respects traditional cultural and social values;
and which emphasizes the development of people as the key resource for
building successful businesses.

Contrast the clarity of the mission statements above with the following example. This is
the mission statement of an actual, recently established development corporation. (Names
have been changed to protect the innocent.)

The mission of the Keenan Falls Development Corporation is to build
economic self-reliance for members of the Keenan Falls First Nation as a means
to provide support for our aspirations to become a self-governing community;
to strengthen the sense of purpose and pride among our people; to lessen our
dependency on social assistance; and to promote respect for the land. The KFDC
will build businesses directly and through entrepreneurs that will broaden our
economic base, provide better quality products and services to the community
at better prices, and will create jobs for Keenan Falls Band members.
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Putting a Mission Statement Together

“The mission statement,” say some planning consultants, “is the guiding star by which to
steer the organization.” To achieve this lofty purpose, a mission statement must be consis-
tent with the core values and philosophy of the Band government and membership. If it is
inconsistent, or (worse still) directly contrary to these values, the development corporation
is likely to encounter heavy resistance and founder. For this reason, it is crucial for the or-
ganization to address the basic policy issues (see Chapter 5) during Stage 1 or early in
Stage 2 of the planning process.

In putting together a mission statement, an organization should answer 3 primary questions:

1. What function does this organization perform?

2. For whom does the organization perform this function?

3. How does this organization go about performing this function?*

Answering the “What” Question

The first task is flatly to state what this organization does. What is its function? The Red-
dana Venture and DLDC mission statements answer this question. Reddana Ventures is
clearly intended to provide development finance and business counselling/training serv-
ices. DLDC will concern itself with investments which create direct, profitable DLDC
ownership in each sector of the economy.

One of the big challenges in writing a mission statement is to achieve a consensus about
how broadly or narrowly to answer the “what” question. If answered too broadly, costly
failures may result. If you were a Board member for the Keenan Falls Development Cor-
poration, what specific functions would you say it should perform, given its mission state-
ment? It might be hard to give much of an answer. This is precisely the problem far too
many development corporations face. Everything is expressed in general terms, so nobody
is clear about the central purpose of the organization. In addition, it is obvious that to do
everything is seldom feasible, especially in the early years of a development corporation.

On the other hand, if the “what” question is answered too narrowly, the organization may
miss important opportunities. There is an old story about an entrepreneur who expanded
his buggy whip manufacturing company right around the time Henry Ford was manufac-
turing the first automobiles. He thought his mission was to produce buggy whips. What he
failed to understand was that his company was part of the transportation industry. Due to
his focus on a product (buggy whips), instead of the needs of travellers (faster transporta-
tion), he became irrelevant and went broke.

Answering the “Who” Question

The second task in writing an effective mission statement is to identify the customers to
be served. Who are they?
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For Reddana Ventures, the targets are clear. Their customers are the native entrepreneurs
and businesses in need of business counselling, training, and/or development finance in
the region of the Greater Lakes Tribal Council.

DLDC’s clientele are somewhat harder to define. DLDC aims to build an economic base for
the Dorcet Lake First Nation primarily through investment in joint ventures. In building an
economic base, DLDC is serving as an agent of the DLFN government and, indirectly, the
Dorcet Lake membership. In that sense, the customer is the owner of the DLDC, that is, the
Band government. However, it is more useful to consider the key businesses in the various
sectors of the regional economy as the targets of DLDC interest. In fact, DLDC is serving
these businesses in its function as an investor and joint venture partner.

Answering the “How” Question

The third question to be addressed by the mission statement concerns how the organiza-
tion will get its products or services into action where it counts.

Reddana Ventures is using a combination of loans, bonding, loan guarantees and micro-en-
terprise lending, business counselling and training to contribute to the building of greater
community self-reliance. DLDC building an economic base for the DLFN by means of in-
vestment in ventures.

The “how” question is not to be answered in detail within a mission statement. Rather, the
mission statement should express the key strategy which the development corporation will
use to achieve its ends.

Community Participation in the Drafting of the Mission Statement
The information and insights of community members outside of Band leadership can be of great
benefit during the initial drafting of the mission statement. Community input can shed light on
the extra work which the corporation’s planning team has to do. The participants will likely sup-
ply a kind of “preliminary inventory” of values, principles and concepts to take into account in
the completion of the mission statement. A rough draft of the mission may also result.

The following six steps are one way to engage a broader range of local opinion in the plan-
ning process.*

1. The Band government announces a special meeting to which are invited a number of
community members interested and having some experience in economic development.
Aim to have 5-15 participants, including all the key players from Chief and Council and
at least one key person from each of the community’s main families. To ensure maximum
attendance, hold the meeting at a time that is convenient for the invited participants.
Check in advance whether daytime or evenings, weekends or weekdays are the best
meeting times for them.

52
Chapter 7

Westcoast Development Group

* This section is adapted and expanded from Michael Seltzer, “Defining a Statement of Purpose, ” in
Securing Your Organization’s Future: Complete Guide to Fundraising Strategies (New York: Foundaton
Center, 1987).



Stress the importance of this gathering in a written notice and in follow-up conversations
with the invited persons. Tell them that you are ready to write a mission statement which
will set the direction of the development corporation discussed previously. Indicate that
you value their input to this process. Each of them has a unique contribution to make.
Even offer some of them a lift to the meeting if you sense that easy transportation might
ensure their attendance.

2. Select a meeting space that is accessible and comfortable. The walls should provide
enough room for everyone to post a sheet of newsprint for writing. Make sure you have
enough magic markers and masking tape.

3. At the start of the meeting, the chair takes charge and helps the event proceed smoothly
by reviewing the task ahead. For example, “We hope to leave this meeting with a simple
statement that puts forth what we want to accomplish through establishing a development
corporation. The statement drafted and the prior discussion will be of major importance
to the second draft which shall be drawn up and submitted for the consideration of the
Band government and community at a later date.”

The chair then asks each person to write a statement expressing what s/he believes the
purpose of a development corporation would be in your community. Ask people to think
about the principles that strike them as crucial. Disregard for the moment the usual
concerns of style and grammar. “Right now,” you should explain, “we are searching for
content. We want your own words, nothing more.” Take some time for questions and
then ask everyone to choose a section of wall space.

The process has begun. Each person is going to write a statement on his/her own poster
sheet. The instructions continue: “Write whatever comes to mind. Don’t censor your-
selves. Put as many thoughts as you like on paper.” Allow twenty minutes or more, if
necessary, for the group to complete this endeavour. Then give everyone the chance to
read aloud his/her statement. Again, no editing, no censoring.

4. With the assistance of everyone in attendance, the chair records on a blackboard or on
newsprint the most common or significant thoughts and sentiments. To do this, the chair
should ask the group to pick out the phrases which crop up most frequently on their
sheets of newsprint. Uncommon phrases should also be identified, so long as they seem
to speak to everyone present.

Needless to say, the chair’s role at this point is crucial. Testing one phrase after another
on the participants, s/he must use intelligence as well as insight and intuition to assess
precisely which phrases convey concepts which everyone considers central to the
development corporation’s purpose. Having listed these words, expressions, phrases,
and sentences, the chair asks for a collective effort to complete the sentence: “The
mission of the development corporation is to .”

Again, don’t fuss over grammar and style at this point. Look for concepts.

5. Now review the sentence completed in Step 4 and ask for discussion of these questions:

� Does it reflect the values and beliefs that will sustain your efforts?

� Are focus and basic functions of the development corporation clear?
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� Is it clear who is to be served by the development corporation?

� Is it apparent how (in broad terms) the organization intends to implement its primary
functions?

� Is it concise?

� Is it realistic?

It is unlikely that all these questions can answered positively after just one meeting.
That’s OK. The desired result of the meeting is to have a working set of principles and
a sense of unity upon which the work can continue and be completed. The final product
should reflect the principles that the majority agrees represent the heart of the new
organization.

6. Based on this work, a smaller steering group goes to work on a second draft which takes
other information into consideration, particularly a regional economic assessment. No
mission statement should be completed without reflection on the environment within
which the development corporation is expected to evolve. The people who contributed
to the first draft should be brought together again to review the second draft.

Finally, after polishing for style and grammar, you should be ready to exhibit your mis-
sion statement in the public arena.
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88
Getting the Development
Corporation Underway

Having decided what kind of development corporation is wanted and the role it is to play,
the hard work of making it happen begins. The challenge is to develop an institution

with the capacity to:

� analyze the economic development opportunities within its mandate.

� adopt plans and strategies to take advantage of the opportunities that exist.

� choose, develop, and manage successful business ventures.

� negotiate and participate in the management of joint ventures with others.

� provide management and technical services to its own ventures and to others.

� manage and direct a pool of capital to maximize its growth and the economic impact on
the community.

The corporation will need to carry out a series of developmental tasks in the first 12-18
months to develop this capacity. These tasks focus on the development of:

� the organizational structure, people, and ways of operating.

� a venture development system which can choose, organize, start up, and manage businesses.

� systems and relationships for participation of the community and supportive partners.

This chapter supplies an outline of the tasks to be done in each of these three areas. A check-
list of “things to do” is also provided as a guide to developing or reviewing workplans. A sam-
ple development strategy and workplan used by the Kitsaki Development Corporation is
found in Appendix 4 (p. 83). You may wish to use it when practising with the checklists. In
addition, it could act as a guide as you develop your own strategy and workplan.

Keep in mind that many of the comments in the following section are oriented towards the
growth/equity model of the development corporation. The focus and emphasis of some ac-
tivities will be different for other models.
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Organizational Development
The newly-appointed board of the development corporation needs to establish ways of
working. Board members must also build the corporation’s capacity to plan and to carry
out its mandate. Some technical assistance may be needed initially until some staff are in
place. This could be provided by Band staff, Tribal Council staff, or outside advisors.

The main tasks of organization development are:

BOARD DEVELOPMENT

The new Board, which may be composed of relatively inexperienced members, must take
the time to:

� make sure it understands its mandate and role.

� take training in planning, business principles, and venture selection and management.

� establish clear rules about how they and staff will operate and interact.

� define and establish working committees.

POLICY DEVELOPMENT

The Board must develop, approve, and ensure adherence to rules about the corporation’s
approach to:

� personnel matters like hiring, firing, benefits, and qualifications.

� delegation of authority.

� planning and reporting of activities.

� training and staff development.

� the venture selection process.

� venture management guidelines.

STAFFING

The board must specify the qualifications, the terms and conditions of employment, and
the job description for its key staff person, the Manager or Chief Executive Officer. This
person must be selected and hired. With the CEO’s assistance, the Board can then judge
what other staff is needed. The CEO (perhaps with a board committee) is usually responsi-
ble for the selection and hiring of other staff.

PLANNING

The Board must also review the guidelines given in its mandate, establish its own strategic
goals, and develop a workplan and timetable for development. The financial resources nec-
essary for this work must be identified and acquired from the Band and government agen-
cies.
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Establishing a Development Corporation: Stage 3

BUILDING THE ORGANIZATION

The board of the development corporation now turns people’s ideas about
the corporation into a working organization. This means establishing sys-
tems and procedures, finding staff, and developing and carrying out a plan
to accomplish the corporation’s goals. The identification, study, selection,
and implementation of specific business ventures can begin.

Y N P DK Problems/Highlights

Organizational Development

1. Has the Board undertaken training
in:

a. CED and strategic planning?

b. the role of the board?

c. reviewing the corporation’s
mandate and goals?

d. business planning and control?

2. Have skilled people available in
the community or in other agen-
cies been identified?

3. Have the terms and conditions for
the principal staff person (CEO)
been established?

4. Has a CEO been sought and se-
lected?

Y Yes
N No
P Partly
DK Don’t Know

57
Getting the Development Corporation Underway

The Westcoast Series on CED



Y N P DK Problems/Highlights

Organizational Development (cont.’d)

5. Have resources for initial develop-
ment and operations been identi-
fied and secured from the Band
and other agencies?

6. Have strategic goals and ap-
proaches been defined and ap-
proved?

7. Have workplans for organizational
development and venture devel-
opment activities been devel-
oped?

8. Have key policies for personnel,
management authority and report-
ing, planning and montoring sys-
tems, training, venture selection,
and venture management been
developed and approved?

9. Has a staffing plan been devel-
oped to reflect the skills needed for
undertaking the strategic plan and
current goals?

10. Have additional staff been se-
lected and trained?

58
Chapter 8

Westcoast Development Group



Venture Development
The development corporation can now begin to undertake its primary role of identifying and
developing ventures within its mandate as planned in its economic development strategy. To
build its capacity to do this primary function well and begin to develop its venture portfolio,
the board and staff of the corporation will have to undertake the five following tasks.

STRATEGY DEVELOPMENT

With the assistance of the staff, the Board

� reviews the directions for economic development given in the mandate

� assesses the development opportunities  in existing businesses  and in the regional
economy

� develops itsownstrategyandkeyareasof focus (eg. tourism,construction, forestry, fisheries,
transportation, manufacturing, or services, etc.). This strategy and its associated strategic
goals will guide the decision-making and development of systems, ventures, and services.

SYSTEMS & PROCEDURES DEVELOPMENT

Methods must be developed to guide the way in which ventures are selected and devel-
oped. These procedures will define and describe:

� the research to be done on prospective ventures at the pre-feasibility, feasibility, and
business plan stage (see Appendix 3, p. 76 for an outline of the venture development
process).

� the criteria for venture selection, how the criteria should be applied, and who takes part
in that decision. (See Appendix 3, p. 80 for a guide to establishing venture selection
criteria.)

� how to negotiate, conclude, and structure joint venture projects, and the terms and
conditions to be considered in such agreements (eg. minimum ownership position,
composition of boards,  spin-offs and  employment  conditions  for  the  community,
management role, or services from the development corporation).

� how relationships with subsidiary ventures will be structured and the reporting and
control which the corporation will require.

� the standard management systems to be used when providing services to ventures and
entrepreneurs, and the terms under which these services will be provided.

� how to negotiate, approve, and manage loans and investments.

VENTURE SELECTION

From the range of venture opportunities which it has identified, the corporation will use
its venture selection criteria to choose those ventures presently worthy of further research
and planning (the First Cut). From this list it will later select those ventures which warrant
detailed business planning (the Second Cut). The final cut identifies the ventures with

59
Getting the Development Corporation Underway

The Westcoast Series on CED



which the corporation will proceed over the next 2-3 years. At the same time, it must estab-
lish a process for on-going identification of opportunities and selection of further ventures.

SUPPORT SERVICES DEVELOPMENT

The corporation must identify the types of support services it intends to provide and the
potential demand for such services. The corporation must then decide whether these serv-
ices can be best provided by its own staff or by hiring subcontractors. It will have to iden-
tify which services are already available through other institutions, at what cost, and
decide whether those services are adequate.

The corporation should also look at potential long-term demand for these services. Will future
revenue from venture profits or fees-for-service pay for the staff and overhead required to pro-
vide these services? It will then have to select and train staff for the identified positions. It
may have to determine whether it wants to insist on “shadow” training positions for commu-
nity members if none are qualified for these positions. The staff will then have to identify the
service needs of the selected ventures and provide the support they require.

VENTURE DEVELOPMENT

The corporation must define the level of support it will provide in the research, business
planning, and implementation stages of a venture. If corporation staff are not supposed to
provide these services, the work will have to be put to tender, and contracts negotiated.
Loans and investments will have to be negotiated, approved, provided, and managed. Staff
may be involved in procuring facilities and equipment, establishing management systems,
establishing venture boards, selecting and training staff, and overseeing initial operations.
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Establishing a Development Corporation: Stage 3 (cont.’d)

Y N P DK Problems/Highlights

Venture Development

1. Have strategic areas for develop-
ment been identified & priorized?

2. Have systems and procedures for
researching and selecting ven-
tures been developed?

3. Have assessments of develop-
ment potential for existing busi-
nesses been undertaken?

4. Has a process to identify and
choose new opportunities for own-
ership been undertaken?

5. Have opportunities for small busi-
nesses been identified?

6. Have the technical and training
support needs of entrepreneurs
been identified, and plans made to
provide services needed?

7. Has financing for expansions & new
acquisitions been addressed?

8. Havepoliciesonre-investmentofprof-
its, jointventuring,employmentprefer-
ence,etc. been developed?
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Y N P DK Problems/Highlights

Venture Development (cont.’d)

19. Has a long-term plan for the self-
sufficiency of the corporation been
drafted? Have on-going costs and
potential revenues from ventures
and services been projected?

0. Has feasibility research on chosen
ventures been undertaken?

11. Have negotiations started with po-
tential joint venture partners?
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Community Participation and Strategic Networking
To ensure long-term success, the development corporation must begin to form relation-
ships with members of the community interested in economic development, and with po-
tentially helpful persons in other institutions. To develop this capacity, the corporation
will have to:

1. develop a strategy and procedures to keep the community informed about the develop-
ment corporation’s achievements, and about opportunities and benefits for the commu-
nity which flow from its activities.

2. develop policies and procedures to ensure that community input and support is sought
by staff in the development of strategies, and in the selection and planning of ventures.

3. identify other institutions which will likely work with the corporation, or can provide
technical or financial resources in the process of economic development. These might
include:

� other development corporations.

� financial institutions like banks, credit unions, capital corporations, and foundations.

� corporations and business associations in economic sectors deemed to be strategic for
the development corporation.

� government agencies that can provide technical support, training, or advisory services
to businesses. These include Employment and Immigration (CEIC), the Federal Business
Development Bank (FBDB), Industry, Science, and Technology Canada (ISTC), and
provincial ministries of small business, tourism, forestry and fisheries.

� educational institutions such as community colleges and native training institutes.

4. establish personal relationships with key members of the institutions mentioned under
point 3. The corporation should consider the benefits of inviting a number of key skilled
professionals to act as an advisory board. If this is to be done, they must have a real role
to play. Their advice must be respected even if not always followed. At the same time,
the corporation should consider attempting to place some staff or board members on
boards and committees of other key institutions.
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Establishing a Development Corporation: Stage 3 (cont.’d)

Y N P DK Problems/Highlights

Community Participation and Networking

1. Have community meetings been
held to identify further venture op-
portunities, and to promote grass-
roots part ic ipat ion in the
development corporation’s initia-
tives?

2. Has a system been set up
whereby the community can re-
ceive regular reports on the pro-
gress of the development
corporation?

3. Have supportive persons been
identified and relationships estab-
lished in

a. financial institutions?

b. strategic parts of the private
sector?

c. government agencies?

d. other development organizations?

4. Have skilled outsiders been
invited to sit on the board or
advisory committees?
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99
Concluding Comments

This workbook has introduced many basic issues and tasks which relate to the estab-
lishment of a development corporation: whether or not one makes sense, and if so, how to
go about planning it and getting it underway.

You may also find that people have pretty high expectations of the development corpora-
tion, so keep these facts in mind:

1. The creation of a development corporation is but an initial step in making economic
development a part of community life. Many other organizations and institututions are
required. Part of the job of the development corporation will be to help get such
institutions going.

2. Because most Bands have little in the way of an established economic base, the
development process will take a long time to show results. After decades of being
subsidized by government, most reserves consume far more goods and services than the
reserve economy can produce. Economic self-sufficiency is a distant goal.

3. Long-term jobs and the development of economic institutions on most reserves are years
away. The Band Council can’t expect much in the way of political pay-off in the short
term, either. They must be prepared to protect the development corporation they create
from demands for immediate and spectacular results.

4. While results will be a long time coming, they will come. They will come in the form of
self-sustaining economic growth that will eventually free the Council and the develop-
ment corporation from the sole responsibility for economic development.

Economic development must involve community change. It affects people’s attitudes, life-
styles, and relationships with one another, with the community, and with the rest of the
world. It also affects the way in which people organize themselves and the number and
types of institutions which influence community life. Economic development on a reserve
always involves changes in the lives of the people. Westcoast hopes that this workbook
helps Canadian Indian communities to take an approach to economic development which
brings healthy, life-giving change.
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Appendix 1

The Development Wheel

The Development Wheel is based on the observations and experience of CED planners
and practitioners in a wide variety of minority and depressed communities in Canada

and the United States. It is useful as a framework for figuring out where your CEDO is in
the development process, for setting priorities for planning and action, and as a guide to
the ongoing CED planning and implementation process.

The Development Wheel comes from a perspective on economic development that be-
lieves that the major focus in economic development must not be on business develop-
ment but on building the institutions—the organizational capacity—to DO business
development which builds greater community self-reliance. As Bill Hatton (General Man-
ager of the Kitsaki Development Corporation) says, “If business development is the
wrench then economic development is the machine which makes the wrench.”

The CED perspective believes that the path to greater self-reliance must involve a process
that empowers people and builds organizational capacity.

The pages following introduce the Development Wheel and its components. This information
is used in various ways throughout the workbook so if you have not been exposed to the
wheel previously, it provides you with a short introduction. On page 74, a basic planning chart
shows how each part of the wheel fits within a systematic, phased approach to CED planning.
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Organizational Prerequisites for Band Economic Development

PHASE ONE

There are several organizational prerequisites to effec-
tive CED planning and implementation. Where they are
not present they will constrain the ability of a Band to
engage effectively in economic development and, more
often than not, if not addressed, will lead to costly fail-
ures. Basic organizational prerequisites include:

� A record of stability and effectiveness in Band
government as a decision making body and some
demonstration of capacity to implement decisions;

� Basic financial systems capable of managing
budgets and producing the necessary reports and
financial statements needed for decision makers;

� The presence of basic planning and development skills and the provision of the time
and resources necessary to support the planning process;

� Band decision makers willing to set aside sufficient time to become familiar with
development issues and to acquire the skills needed to resolve them. Willingness to
attend meetings and training sessions;

� A basic commitment by the band decision makers to integrate planning into the
decision making process;

� A willingness to allow the necessary time for economic development efforts to
mature and produce results;

� A willingness to consider using outside businesses and financial resources within the
scope of the Band’s economic development strategy;

� A willingness to invest in the long term development of Band business management
and entrepreneurial skills, if such experience and skills are not currently available
among Band members; and

� A willingness and ability to remain continuously involved in the development,
support and regulation of the Band’s economic development.

Some of these resources may well not be in place at the very outset of planning. The key
question is: what resources are available to a community, in order that it may address
these gaps and under what terms?
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Pre-Planning for Economic Development
PHASE ONE

Pre-Planning for Economic Development re-
quires the Band to consider (1) the relationship
of economic development to Band goals and
desired quality of life, (2) how to proceed with
economic development planning, and (3) the
gathering of basic information needed for plan-
ning within a CED framework. It includes the
following types of activity:

� Consideration of basic issues regarding the relationship between the traditional
harvesting economy and the newer forms of earning a living;

� Preliminary examination of issues related to who should be in charge of economic
development and formulation of a basic economic development philosophy;

� The formulation of general statements about the relationship of economic
development to Band goals and desired quality of life;

� Formulation of suggestions as to the role Band government might play in economic
development;

� Development of an economic development planning strategy, including work plans
and clarification of who is going to take on what functions, how the products of the
planning process are going to be considered by Band decision makers, and definition
of a general planning time frame;

� Assessment of natural resources and preliminary identification of opportunities that
link to the Band’s natural resource base;

� Conducting a detailed human resource inventory, organized for easy retrieval of
information and regular updating; and

� A general Band economic development strategy.

This level of planning is an important means by which a basic consensus can be forged. It
provides opportunities to encourage member participation, to raise issues, and to clarify
values. It helps define the parameters of what is possible in the short and long term. It
identifies, from a strategic vantage point, what sectors of opportunity are most promising
and begins to define the constraints and challenges that will have to be addressed in devel-
oping the human resource base. In short, it provides the overview needed to make deci-
sions that foster an economic development process that can work for the community as a
whole.
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Organizational Development

This component is often given little attention in eco-
nomic development. The small business perspective that
dominates many economic development programs often
neglects to foster and manage a development environ-
ment capable of supporting small businesses.

There are several components of organizational develop-
ment within the Band economic development process.
They include:

PHASE TWO

� Introductory training in the economic development
planning process for council members, boards and
key staff;

� Assessment of current organizational resources for economic development: management
capacity and systems, financial policies and procedures, short-and long-term organizational
goals, Band government priorities, allocation of money, staff, space, other resources;

� Integrating band economic development work planning into the broader work load of
staff and council;

� Establishment of a monitoring system to monitor the Band economic development
planning process;

� Formulation of Band economic development goals including the definition of mission,
goals, roles of Band government in the development process and venture selection criteria.

PHASE THREE

� Formulation of an organizational development plan which includes training, study of
organizational structures, what work needs to be done, by whom, and at what cost and
definition of technical assistance requirements;

� Training in the evaluation of feasibility studies.

PHASE FOUR

� Organizational Plan to accommodate new ventures;

� Training in the evaluation of business plans, and the monitoring of venture performance;

� Establishing the legal structures of ventures selected for implementation (training,
selection, establishment);

� Establishing venture management, including manager and staff selection; and

� Establishment of venture monitoring system and evaluating ventures within overall
economic strategy.
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Venture Development

Venture development within a Band based approach to
economic development consists of several steps. Most
of these steps are also relevant to the individual entrepre-
neur. They are:

PHASE ONE

� Research on available venture opportunities;

� Pre-selection of venture options based on venture
selection criteria;

� Pre-feasibility study of venture options selected in
first cut selection;

� Second cut selection based on results of
pre-feasibility analysis of venture options to
between two and three possible ventures;

� Preliminary development of financial and business support for ventures from public
and private sectors and Band membership.

PHASE TWO

� Feasibility studies on two or three options which focus on the product, market,
competition, organization, management and potential support from Band membership
and the public and private sectors;

� Venture selection for implementation.

PHASE THREE

� Business plan preparation for financial packaging;

� Securing financing;

� Preparation for start-up; and

� Venture Start-up.
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Community Participation and Strategic Networking
This element is concerned with developing Band member support and participation in the
planning process and establishing a network of relationships in the public and private sec-
tor that can be brought to bear in support of Band economic development. Some aspects
of this component are closely linked to the pre-planning process outlined earlier, particu-
larly those points related to Band member participation. Specific activities include:

PHASE ONE

� Band member meetings and discussions to:

- secure involvement at various points in
pre-planning

- establish overall strategies for development
- clarify Band role verses individual/family

roles in venture development
- develop an overview of planning process
- solicit ideas for ventures;

� Relationship building and networking with key agencies and actors in the public and
private sectors;

� Development of knowledge and skills in accessing sources of financing for various
aspects of the Band economic development process and establishing relationships
with key department staffs;

� Band meetings to review and approve key policies concerning mission, goals,
strategies, Band roles in economic development, venture selection criteria;

� Production and dissemination of newsletters to inform Band membership about the
venture planning and decision making process (e.g. which ventures have been
selected in or out at various stages of the planning process).

PHASE TWO

� Outreach to the Band membership and others around specific ventures to test and
develop support, identify persons with specific interests in ventures, etc.

PHASE THREE

� Meetings with the Band membership and key public and private sector interests to
develop full scale support for selected ventures; and

� Development of a Communications Strategy to keep membership and other key
players informed on implementation progress and ongoing Band economic
development planning.

To meet these needs in a systematic manner and on an ongoing basis, core support for
Band based capacity to manage and coordinate the development process is often required.
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Provision of Appropriate Technical Assistance

Technical assistance refers to the accessibility and quality
of outside resources that can be utilized in the Band eco-
nomic development process. Key points in the process
where technical assistance is often crucial are listed below.

PHASE ONE

� Introductory training in Band economic
development planning;

� Assessment of Band government organizational
capacity and basic management systems;

� Assistance in work planning for economic
development and integration of development
planning into the overall Band government functions and/or development corporation;

� Assistance in establishing key policies such as goals, roles of Band government,
mandating of Band development organizations, venture selection criteria, etc;

� Technical advice on first and second stage venture selection cuts.

PHASE TWO

� Feasibility Studies;

� Organizational development planning for venture development and implementation;

� Training re: feasibility studies, business plans and monitoring the planning and the
venture implementation process.

PHASE THREE

� Business Planning;

� Financial packaging;

� Legal issues;

� Establishment of monitoring systems and training in the operation, maintenance and
use in venture related decision making; and

� Post Start-up for trouble-shooting and problem solving purposes.

Bands which lack significant experience in economic development may be seriously handi-
capped by an absence of technical assistance. Similarly, appropriate technical assistance is
often crucial to an entrepreneur who has an idea, but doesn’t know how to do the analysis
and planning associated with transforming a concept into reality. Appropriate technical as-
sistance transfers important skills to the person or Band concerned. It is inappropriate, for
example, when an outsider does the research and planning for a community’s economic or
venture development without significant participation on the part of the client.
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Building Organizational Capacity
The 6 components of the Development Wheel each contribute to the ability and willingness of
community members to initiate projects, programs, and businesses, to organize these ventures,
and to keep them running. Over time, the community accumulates an ever greater pool of lead-
ers and followers with organizational talent, as well as hard skills. Persons who

� know how to divide up responsibilities

� work smoothly with one another and outsiders

� make good decisions rapidly, carry them out efficiently, and monitor them afterwards.

This body of talent, skill, and experience is known as a community’s organizational
capacity. It is at once the key product, and the driving force behind the community’s
economic development.

The following page shows how the Development Wheel looks when it has been “flattened
out.” It becomes a basic planning framework that reduces risk and builds for success.
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Appendix 2

Benefits in Joint Venturing for
Native Groups

by Wm. Hatton, Kitsaki Development Corporation

When Bands and Indian Development Organizations undertake economic development, they
must plan to make maximum use of available resources. Joint ventures allow them to:

� overcome limitations imposed by lack of capacity and limited financial resources.

� gain benefits from technology transfer, to increase management capacity over time.

� undertake a scale of development they can comfortably direct and learn from.

� learn important business lessons from their partners at less risk and exposure to
negative consequences, while being relatively inexperienced.

� take advantage of important opportunities without having the internal capacity to
undertake them.

� stretch their resources through partnership with the private sector.

� develop and extend their capacity and resources by bringing in partners who
contribute the assets, capital, credit-worthiness, experience, and skills necessary to
undertake a business venture.

� transfer expertise, skills, and ownership to the Band or Indian development
organization.

� maintain involvement with skilled businessmen so that extensive social learning can
take place.

� be assured that persons with prior experience and a vested interest in the business’
success are present.

� make certain that things operate efficiently and that unanticipated problems are dealt
with by someone familiar with the peculiarities of the business.

� participate in policy and management decision-making.

� gain special management, professional, and technical training.

� assume greater shares in ownership and gradually to increase management
responsibility.
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Appendix 3

Venture Selection Criteria: A Key
Policy Area

The following outline of the venture development process shows how venture selection
criteria fit into the venture development process as a whole. Your organization may

also wish to refer to the provided sample criteria when it develops its own venture selec-
tion criteria. The examples are divided into three categories because the CED approach re-
quires that ventures be evaluated from three perspectives: from the perspective of the
community, the development corporation, and from a business perspective.

Your choice of criteria will depend on the mission and goals of your development corpora-
tion. A well-balanced set of criteria is a tool your development corporation can use to
screen opportunities systematically.

Outline of the Venture Development Process

Opportunity Identification

Communities often become fixated with a single, flawed business idea. The darling of
some influential person, this venture consumes all kinds of time, energy, and money, but
offers few benefits. To avoid this sorry situation, conduct a systematic and broad review
of opportunities before devoting any resources to detailed planning. A community cannot
do everything. So it should choose to do things which fit with community priorities and
can help build organizational capacity.

Application of Venture Selection Criteria

Each venture opportunity or idea is evaluated according to the venture selection criteria.
This does not need to be a detailed or precise evaluation. It should be based on data that is
readily available. Often a little homework plus what is already known by community deci-
sion-makers is sufficient for the initial cut. Be sure to spell out in advance the procedure
for the application of the criteria, who will be involved, and how decisions will be made.

One systematic method of evaluating venture possibilities is to assign points under each cri-
terion (see the chart on page 82). The rating scale could range from “zero” (when a venture
does not meet the criterion) to “five” (this criterion is one of the venture’s strengths). The
total of the points assigned to each venture will give a rough idea of which ones best meet
local needs and intentions. The ventures with the lowest ratings can then be eliminated.
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Working through the venture selection process in a systematic manner is also an important
opportunity to develop the decision-making effectiveness of the board or Band Council.

The 1st Cut

The application of the criteria in this manner leads to a selection of the best five or six ven-
ture opportunities. This is the first decision point. It represents a recognition that planning
costs money and time. Conserving scarce resources and making good investments in plan-
ning requires a progressive selection of priorities based on increasingly detailed research.

Pre-Feasibility Analysis

The five or six “short-listed” venture opportunities now undergo the closer scrutiny of a
pre-feasibility study. This level of analysis does not have to cover every aspect of the ven-
ture in great detail. Remember, we are gathering information and doing analysis to the ex-
tent appropriate to what we are going to decide. Pre-feasibility analysis roughly estimates
each venture’s possibility for success, and thus indicates which ventures warrant full-
fledged feasibility study. Pre-feasibility analysis asks why a venture won’t work, rather
that why it will. It helps eliminate some ventures from further consideration.

To do this, pre-feasibility studies look at five aspects of business feasibility: the product or
service, market, competition, organization, and finance. It is a “quick and dirty” level of
analysis which should take 2-10 days for all but the most complex kinds of business.

This level of analysis is a perfect opportunity for training Band personnel. If technical as-
sistance is necessary, structure the contract to ensure that the skills related to pre-feasibil-
ity analysis are transferred.

The 2nd Cut

This is the second decision point in the venture development process. The best two or
three venture opportunities are selected and the rest are eliminated. The venture selection
criteria can be used again to review the results of pre-feasibility analyses. The worthiness
of the venture opportunities can be compared by listing the pros and cons of each on sepa-
rate sheets of paper.

It is crucial to involve the key decision-makers in this process. The first experience with
this decision-making process may be frustrating at times, but it is worth it. There is no sub-
stitute if organizational capacity is to be built; and without organizational capacity there is
no such thing as self-reliance.

Feasibility Analysis

Whereas pre-feasibility analysis helped decide which venture opportunities make sense,
the feasibility study looks at the same five topics in detail: product or service, market,
competition, organization, and finance. This level of analysis explores options for operat-
ing the venture and determines if the business makes financial sense. In short, feasibility
analysis asks, “Will this venture make a profit?”
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Selection of Venture(s) for Business Plan

Take time to assess carefully the feasibility study completed for each venture opportunity.
This, again, is an excellent way to hone critical decision-making skills and generally to
train leaders in business matters. Don’t miss it. Council or board members need to under-
stand the purpose of feasibility studies and how to interpret the results. Hire outside assis-
tants if necessary.

The decision made at this point is whether to invest in the final stage of business prepara-
tion: the development of a business plan. The feasibility study will provide most of the in-
formation needed to prepare a business plan. However, there are important differences in
the two documents.

Business Planning

The feasibility study discusses different ways that the business might operate and whether
it is a worthy investment from a financial point of view. The business plan describes the
way the business will actually operate.

A good business plan takes 240-300 hours minus some of time spent on the feasibility
study. That’s why a step-by-step venture development process makes sense. Who has the
time, staff, and money to write a business plan for every venture opportunity, if one plan
takes 6-8 weeks to complete?

78
Appendix 3

Westcoast Development Group



Chart 3: Venture Development Process
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Venture Selection Criteria
Since directors are ultimately responsible for all of the corporation’s actions, directors gen-
erally have the final say about which ventures and programs the corporation will under-
take. In this way, the board takes a “hands-on” approach to leading the corporation.

Venture selection criteria should reflect the goals, objectives, and values which the Board
considers most important in setting up business ventures. Normally, the board makes its
decision on the basis of recommendations prepared by the staff. Before making a decision,
boards sometimes refer the staff’s recommendations to a venture or advisory committee of
people with the relevant technical expertise.

Boards also decide whether to start specific programs, like government-funded training
programs, and which type of small business advisory service should be developed.

There are many examples of Board venture selection criteria. One example can be found
in the first chapter of Take Charge! How to make economic development work for your
Band (Port Alberni, 1988).

An example developed by the National Economic Development Law Centre in California
is found below. As the latter demonstrates, development corporations generally evaluate
ventures on the basis of not only profitability, but of potential long-range benefits for the
corporation and the community. This includes realization of long-term employment and
long-term social, educational, training, and other local benefits.

VENTURE SELECTION CRITERIA FROM THE DEVELOPMENT CORPORATION’S PERSPECTIVE

Does the proposed venture

� provide for development corporation involvement in decision-making?

� develop the development corporation’s capacity to undertake increasing economic
development responsibilities?

� fit into the community’s overall economic development strategy?

� lead to significant training and experience for corporate staff?

� generate sufficient revenues and profits for the corporation so that investment in other
activities is possible?

� maximize development corporation financial benefits from rents, royalties, interest,
securities, shared profits, and assets?

VENTURE SELECTION CRITERIA FROM A BUSINESS PERSPECTIVE

Does the venture have a demonstrated market for its goods or service?

� Is the market growing?

� Can a sufficient share of the market be captured by the business?

� Does the venture require an initial capital investment that will require large debt financing?
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� Is the corporation willing to accept shared ownership of the venture if equity
financing is necessary?

� In case of venture failure, will the corporation be saddled with a large debt, unused
and unusable buildings and equipment, and consequent unemployment?

� Does the venture have special labour or licensing requirements?

� Will the business break even within a reasonable period?

� Will the business generate a profit?

� Does the business require substantial re-investment to maintain or expand its stability
and profitability?

VENTURE SELECTION CRITERIA FROM A COMMUNITY PERSPECTIVE

Does the proposed venture

� provide for community involvement in decision-making?

� address the unique needs and circumstances of community members?

� achieve community ownership of resources to ensure that there is increasing control
over their use and resulting income?

� purchase local goods and services?

� capture social service program expenditures and income transfer payments?

� provide needed goods and services?

� provide possible links that can provide existing community businesses with new
opportunities?

� improve community member employment and work skills and add to the overall
availability of quality jobs?

� create a favourable impression upon outside business interests and financial
institutions so that outside participation in CED is encouraged?

� have significant opportunities for community members to assume the responsibilities
of managers and directors?

� create environmental pollution, causing problems with noise, air, odour, and health
quality?
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VENTURE OPPORTUNITIES

Day-care centre

Bakery

Employment Agency

Re-cycling centre

Construction re-hab company

Grant writing venture

Weatherization company

Home health agency

Storm window manufacturing

Handicraft distribution company

Key

0 = venture does not satisfy the criterion

5 = venture strongly satisfies the criterion

Note: These two examples were developed by the National Economic Development and Law Centre, 1950 Addison St.,

Berkeley, California, USA 94704
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Appendix 4

The Kitsaki Development
Corporation

Reprinted by permission of William J. Hatton

Editor’s Note

The material in this Appendix come from the planning year of 1984/85. By then, Kit-
saki Development Corporation (KDC) had existed for four years but not very success-

fully. With a new Chief Executive Officer (CEO) and an economy which continued to
have some interesting and significant opportunities, the KDC started to organize for suc-
cess.

The memoranda focus on three areas: the organizational development program, overall
economic planning, and the venture development program. This information represents
the plans of KDC for a one-year period that began with the hiring of Bill Hatton as CEO
and led to a major reorganization of KDC.

Treat this material as a mini-reference for planning the first twelve months of a develop-
ment corporation’s operation. Development corporations that have been around for a
while will also find it a useful way to check the adequacy of their attention to some crucial
issues.

Organizational Development Program
The primary objective of KDC’s organizational development program is to build a “viable
institution” which is responsive to the Council and Band members of the Lac La Ronge In-
dian Band. A “viable institution” means one that is capable not only of functioning well,
but also of growing and developing. To be “viable” an organization must be able to gain
the capacity to undertake new functions as development policy on demands for services
change over time. Viability means not only the effectiveness and efficiency with which an
organization can perform its current functions, but also its ability to effectively perform
work under new situations. KDC’s organizational development program will generally ad-
dress the requirements for it to carry out the basic work of a development institution in the
first year of its existence. It will address the staffing required to carry out the identified
work, and the fundamental requirements of administration, operation, policy, and training.
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KDC’s organizational development plan is composed of the following components:

1. Filling essential staff requirements.

2. Completing training needs assessment for both staff and Board and developing suit-
able training programs.

3. Expanding operating committee functions of the Board of Directors.

4. Comprehensive policy development.

5. Complete bylaw revisions for KDC.

6. Public relations program.

7. Professional training.

Staffing Requirements

KDC’s staffing pattern is based upon program related cost centres for the organizational
development program, venture development program, venture management program, the
overall economic development planning program and professional training program. The
core staff will act as a resource pool in areas of resource development, finance, planning,
venture management, and clerical and secretarial support. The sharing of these resource
persons among program divisions will minimize overall administrative costs while increas-
ing overall program effectiveness.

Organizational Development Program Evaluation Criteria

Program objectives for the organizational development program component are provided
for only one year.

1. Staffing Requirements. The staff organization and time line charts provided in the body
of this plan (in the organizational development program section) indicate the milestone
dates for the hiring by KDC of specified staff individuals. These hirings will be com-
pleted and KDC will be fully staffed by MILESTONE date of __________. Hiring will
occur only after KDC has completed an extensive recruitment, interview and analysis
process aimed at obtaining the best qualified candidates for each position.

2. Staffing Training Needs Assessment. After KDC is fully staffed, request for proposals
will be let out for completion of a staff training needs assessment. MILESTONE:
Complete and mail request for proposals to selected consulting groups to provide train-
ing needs assessment services by __________.

a. Select Training Consultant. Based upon KDC’s review and analysis of training
proposals received based upon the needs assessments, KDC will select a trainer
for implementation of recommended training programs by MILESTONE day of
__________.

b. Begin Staff Training. The staff training program will be initiated upon receipt of
training contract approval from CEIC which is expected to be negotiated by
__________.
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3. Board Training Needs Assessment. The completion of Board training needs assess-
ment will be completed by MILESTONE date of __________.

a. Select Training Consultant. Based upon KDC’s review and analysis of training
proposals received based upon the needs assessments, KDC will select a trainer
for implementation or recommended training programs by MILESTONE date of
_________.

b. Begin Board Training. The Board training program will be initiated upon receipt
of training contract approval from CEIC which is expected to be received by
MILESTONE date of __________.

4. Expanded Committee Functions. One of KDC’s committees, most likely the Execu-
tive Committee, will be assigned the task of determining, with staff and other assis-
tance, the most appropriate Board of Directors’ committee structure for the
accomplishment of needed tasks. This committee will examine the need for those com-
mittees suggested in this plan as well as other possibilities. Committee recommenda-
tions to the Board of committee structure will be submitted by MILESTONE date of
__________.

Organizational Development Program

The activities to be completed as part of KDC’s Organizational Development (OD) pro-
gram during the initial funding period will be expanded and set out in the Overall Eco-
nomic Development Plan (OEDP). New tasks to be completed: updating and revision of
the Personnel Manual including current wage comparability statements and revised job de-
scriptions; and of the Accounting Manual including a management information system.
Other activities included in the OD program will be stated in the OEDP.

1. First Quarter (January to March)

a. Initiate staff hiring as permission is obtained from CEIC and DRIE. Note that the
Operations Manager will not be hired unless we operate in all four program areas.

b. Prepare requests for proposals to complete a Board of Directors training needs as-
sessment, staff training needs assessment and overall organizational assessments.
Mail to consultants, review assessment proposals received and select consultant to
complete assessments.

c. Develop revised committee structure recommendations with Board of Directors
and implement.

d. Initiate review of Corporate bylaws, and constitute a Bylaw Committee.

e. Begin negotiations for training position to shadow all KDC staff with NEDF and
CEIC. Prepare and submit funding proposals and applications.

2. Second Quarter (March to May 1986)

a. Initiate review of bylaws for necessary revisions with Bylaw Committee.

b. Complete board training, staff training and overall organizational assessments and
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receive final recommendation report from consultant to include proposals for
board and staff training and needed organizational development activities. Submit
training and OD plans to Board and CEIC/DRIE for approvals and implement af-
ter reviewing requests for proposals and selecting training consultants.

c. Initiate revisions of Personnel and Accounting Manuals.

d. Develop extensive KDC publicity brochures for the overall organization and for
other ongoing programs.

e. Place professional trainees in KDC, and implement first stage orientation.

3. Third Quarter (May to July 1986)

a. Finalize bylaw revisions, submit to Board and CEIC/DRIE for review and then
implement.

b. Complete revisions of Personnel and Accounting Manuals, submit to Board and
CEIC/DRIE for reviews and then implement.

c. Continue implementation of board and staff training activities as well as overall
organizational development activities.

d. Prepare and submit funding applications and budgets for re-funding by
CEIC/DRIE to move from conditional status to full operational status.

4. Fourth Quarter (July to September, 1986)

a. Continue implementation of board and staff training activities as well as overall
organizational development activities.

5. A committee of the Board, with assistance from staff, will review existing accounting
and personnel policies and additional policies which can improve them. Recommenda-
tions in this area will be presented by the committee to the Board by MILESTONE
date of ————— and policy manuals developed.

6. Bylaw Amendments. The Bylaws Committee, with assistance from staff and other
KDC resources such as legal counsel, will review possible amendments to KDC’s by-
laws to more adequately suit KDC needs. Committee recommendations in the form of
a draft of amended bylaws will be presented to the Board for their action by MILE-
STONE date of —————.

7. Public Relations Program. KDC will develop publicity materials on KDC’s overall
programs as well as specific industrial and commercial program components. MILE-
STONE: complete writing and printing of overall program brochures by —————.

8. Professional Training. KDC is committed to equipping and training Lac La Ronge Band
members to undertake professional level responsibilities as members of the KDC staff
and management. Accordingly, we will be seeking funds from NEDP and CEIC to pro-
vide long term professional training programs and positions with KDC so that they may
train through a combination of formal course work and on the job experience. Fund seek-
ing activities and training program design will commence along with negotiations as soon
as staff augmentation is complete which is taken to be no later than February 1, 1986.
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9. Milestone Chart

a. Complete staff hiring as per staff timeline charts.

b. Complete and mail requests for proposals for staff needs assessment.

c. Select staff training consultant.

d. Begin staff training.

e. Complete and mail requests for proposals for Board needs assessment.

f. Select Board training consultant.

g. Begin Board training.

h. Submit updated committee structure recommendations to the Board.

i. Review of accounting and personnel package by Board committee with recom-
mendations to full Board.

j. Review and recommend bylaw changes to full Board by Bylaws Committee.

k. Develop extensive publicity materials for KDC as well as specific industrial and
commercial program components.

l. Begin negotiations with NEDF and CEIC for training positions to shadow KDC
professional staff.

The Overall Economic Development Planning (OEDP) Program
The Overall Economic Development Planning Process is outlined to give you an idea of the
content of such a plan. The planning process will require the participation of both Councillors
and KDC staff to be successful. As a process, the Overall Economic Development Plan is not
a paper exercise. It is an effort intended to provide us with a base of data and intelligence
about the conditions and resources on the various reserves. More importantly, it is a process
whereby Band members can participate in establishing a development or economic agenda for
their reserves. In addition, it is a process whereby we can identify and plan specific develop-
ment projects and negotiate the resources necessary to implement them. The time and effort
required to carry out such an effort is a minimum of 12 months. Considerably more time is re-
quired because this process is not just a research or planning document. With the use of other
staff assets like the RDI Planner and the cooperation of Band Councillors, the Overall Eco-
nomic Development Process should be finished within twelve months of start.

The OEDP process will have three phases: data gathering and analysis; goal and strategy
formulation and review; operations planning.

Phase I

Data gathering and analysis will attempt to assemble an accurate demographic picture of
the Lac La Ronge Band, and use it to develop goals appropriate to the finding. This phase
will last approximately six months.
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Phase II

Goal and strategy formulation and review. Goals will be evolved in consultation with Band
Councillors, KDC Board of Directors, and Band members and reviewed together with pro-
posed strategies for reaching them. This phase should last approximately three months.

Phase III

Operations Planning. The operations plan will be prepared consistent with the goals and
strategy formulated and approved in Phase II. This will include program descriptions,
plans, budgets, and evaluative criteria.In addition to this will be such proposals and fund-
ing applications as are necessary for implementation of the programs and projects identi-
fied in the plan. This phase should take three months.

Venture Development Program
The development of new business ventures is a high risk, time-consuming and costly ef-
fort. All too often it is done on the basis of opportunism with no regard for the transaction
costs in time, money, and human talent. The KDC Venture Development Program is
aimed at establishing clear policies and criteria which can effectively and efficiently guide
the Board and staff in making important business investment decisions.

Given the complexity of the task of running just a single business, the efforts that must be
made to guide investment decisions in a number of dissimilar enterprises can be over-
whelming. Developing the business plan for just one new venture requires at least 240
hours of work, not to mention between $15,000 to $50,000 in costs incurred. To undertake
one such effort is a significant use of an organizations’s resources. If many such plans are
required just to keep apace of opportunities, an organization can well be swamped.

Accordingly, there is a basic requirement for the establishment of a venture development
process replete with venture selection and investment policies and criteria. Further, the
Board must be well versed in feasibility criteria, know what it prefers in ownership struc-
tures, and have firm criteria as to its profit and employment benefits.

The Venture Development Program will operate in three phases:

Phase I

Determining the Venture Development Process. The venture development process will be
developed both from the technical and organizational aspects of determining venture feasi-
bility and the decision making process about venture development in the organization. A
graphic representation of the process as well as a narrative description will be provided.

This phase will last approximately one month and during it Board and staff members will
be oriented and rehearsed in the elements of the venture development process.
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Phase II

Venture Investment Policy. Venture investment criteria and policy will be examined and
developed during this phase; determining the preferred type of business, style of invest-
ment (full ownership, majority ownership, or minority ownership); ventures or partner-
ships or not. We will examine expectations and set policy as to desired rates of return,
management participation, and employment impacts. This phase will last three months.

Phase III

Venture Feasibility Criteria. This phase will concern the development of business plans
and feasibility criteria allowing Board and staff to work through the process of feasibility
analysis, risk analysis and business planning. This phase will last nine months.

The Business Development Process in Kitsaki Development Corporation comprises the
following stages:

1. Comparison for fit against Venture Selection Criteria by the KDC Board and staff.

2. Preliminary evaluations by KDC staff in terms of:

A. Financial Risk

� Amount of Funds

� Timing

� Expected Performance

� Eligibility (for Additional Funding)

� Absorption Period

B. Operational Risk

� Amount of Organizational Capacity and Talent Required

� When is it Required

� Standards

� How Will Performance be Measured

� How Long Will it Take to Pay for Itself

C. Capacity of Board and Staff to Implement and Sustain the Business

D. Complexity of the Proposed Business

E. Urgency of the Need or Opportunity to do Business

F. The Level of Demand Drawing the Business into the Market

G. Resources Available to Dedicate to the Project

H. The Amount of Prior Experience that Can be Lent to the Business
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3. A first stage venture analysis by KDC staff is conducted to determine preliminary fea-
sibility. This process takes approximately 40 hours and consists of:

A. Description of the Business

B. The Product or Service

C. The Market

D. Production and Operation

E. Ownership, Management, Entrepreneur(s)

F. Financing Required

G. Market Risks and Problems

After a first stage venture analysis is prepared by staff, the staff determines whether or not
to prepare a business plan or a proposal application to have a business plan prepared.

4. Preparing a Business Plan

Business plans are generally time consuming and costly, taking on average, 240 hours to
complete, and costing in the range of $18,000 to $25,000 for projects of limited to moder-
ate scope and up to $50,000 for medium scale businesses. This does not include the hours
or expenses incurred in negotiations. However, upon successful completion of the busi-
ness plan, a decision is reached as to whether or not KDC wishes to invest or to pursue the
funding necessary to invest in any given enterprise.

A business plan . . .

� serves to guide and coordinate numerous activities involving the start-up of a business.

� describes under what conditions the business is feasible and it describes everything
that is important to the business.

� is used to gain financing and all other important commitments.

� identifies and anticipates directly related business opportunities and the requirements
and benefits of entering different markets.

� explores how to retain earnings in the enterprise and how to distribute capital, if
appropriate, to investors and co-venture entities.

� identifies the key market, production, management and financial risks, and provides
contingency planning for accommodating difficulties.

The business plan describes:

1. The Business

2. Long Range Goals

3. Management Expertise

4. Summary of Financial Needs and Operating Capital Budgets

5. The Market
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6. Materials Supply

7. The Services and Products

8. Marketing Information, Including: Marketing Strategy, Pricing Policies, Sale Terms,
Liability Terms

9. Service and Distribution Methods

10. Management Plan

� Form of Business Organization

� Composition and Roles of Governing Board

� Organization Chart and Responsibilities for Key Personnel

� Resumes of Key Personnel

� Staffing Plan/Number of Employees

� Facilities Plan/Capital Improvements Plan

� Operating Plan and Schedule of Upcoming Work for the Next Three Years

11. Financial Date

� Three Year Financial Projects: First Year Month-by-Month, Remaining Years
Quarterly

� Profit and Loss Statements

� Balance Sheets (Initial and End-of-Year Balance Sheets)

� Cash Flow Chart

� Sensitivity Analysis

� Capital Expenditure Estimates

12. Explanation of Projections

13. Key Business Ratios

14. Explanation of Use and Effect of New Funds

15. Potential Return to Investors Compared to Competitors and the Industry in General

16. Supporting documents will include: personal resumes, letters of reference, letters of in-
tent, copies of contracts, etc.

17. On completion of business plan, the venture is submitted to KDC Board of Directors
for a final approval. And if so approved, the staff prepares and submits funding pro-
posals to appropriate agencies and financial institutions. See attachment for Schematic
Representation of Feasibility and Business Plan Analysis.
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Appendix 5

Workshop Exercises

Exercise 1: Economic Perspectives
There are many points of view on the problems of distressed communities, as well as the
solutions to these problems. This exercise allows participants to view one community
from the each of the five perspectives on economic development.

1. Read the scenario outlined on pages 93-94.

2. Work with your colleagues on the perspective you have been given in your group.
Each group will be given a different perspective to work with.

3. Answer these questions from the perspective which has been assigned to your group.
For example, if you were assigned the corporate perspective, answer the questions as
if you were viewing the community from the vantage point of the corporation. Do not
get into a lot of detail. We are only concerned with getting the main ideas across.

a. Viewed from this perspective, what are the problems of the Band outlined in the
scenario?

b. Viewed from this perspective, what should be done to address the problems of
this distressed community?

4. Be prepared to present your findings in a presentation of three minutes or less. We en-
courage you to use newsprint to draw pictures or symbols to present your main conclu-
sions. Feel free to use means other than reporting to present your case, like a skit or
role play. Remember, learning should also be fun!

Now read the scenario on the next two pages.
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Scenario for Exercise 1: Economic Perspectives

HUMAN RESOURCES

The Band has 535 members, 84% on reserve and 14% off reserve. 37% of the population is
under 15. The current labour force potential is 271. In five years this will increase to 366.

A recent human resource survey indicates that unemployment is approximately 60%. 58
of the 72 unemployed respondents have never had a full time job and 26 have never had
any job. Of the employed respondents, 27 are employed by the Band, 10 by Federal or pro-
vincial governments, 2 by the Tribal Council, 6 by a Band handicraft production centre, 4
at the Band sawmill, 4 by a mining company, and 2 in private business.

Of the respondents, 22 persons have achieved grade 10, 11 achieved grade 11, and 12
reached grade 12. 13 persons have education beyond high school. Women have higher un-
employment than males even though they have generally achieved higher academic levels.

In general, the men have interests in building trades, although there is some interest in
para-professional positions such as police work or counselling. Women are primarily inter-
ested in service, clerical, para-professional, and professional occupations.

Interest in traditional and renewable resource areas is not high except in handicraft production.
There is considerable interest in small business, but most feel unable to proceed because of a
lack of money and Council support. Management experience is also seen to be lacking.

ORGANIZATIONAL FACTORS

The Chief and Council has been in power for one year. Four Councillors have been on the
Council a long time. The Chief and one other Councillor are new. Portfolios are assigned
to each Councillor and rotated on an annual basis.

There are six committees: recreation, membership (Bill C 31), community fund raising,
welfare, education and health, and an arena committee. There is also a handicrafts produc-
tion committee for the production centre.

A planning committee had been established to pursue the interest at the last annual assembly
of the Band in having the Council address economic development as a means to create jobs.
Meetings were held sporadically but there were few results and the committee is now defunct.

Band staff include four of the Councillors. In the past, staff have often turned over with
each new Council. The Council feels staff stability is very important but it has not yet
been achieved. The current Band manager has been in the position for 1.5 years. He has
been taking accounting and local government training while working. The financial situ-
ation of the Band is starting to show some signs of stabilizing. There has been a need iden-
tified for training of staff but the financial situation has constrained investment in this area.

For several years the Band government ran deficits. The last year is the first time that a
surplus has been achieved. The Council feels that while there has been tremendous im-
provement over the last year, more needs to be done.

Leadership are always short of time. There is little experience in economic development
or business. Economic development is seen as needing a consistent staff person if it is to
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go anywhere. The Council feels with such assistance they would be able to set aside the
time necessary to help form a new committee and develop Council support. While there is
a recognition of the need for improvement through economic development, there is a des-
peration and frustration about the means of accomplishing these goals.

CURRENT BUSINESSES

The Handicraft Production Centre has been operating with federal subsidies for almost
three years. The Centre has had a series of problems. Management capacity is a key con-
straint at the production, administrative, and marketing levels. To break even the enter-
prise will require an operating subsidy of $20,000/year if current production and
management practices are not improved.

The Band sawmill has been operating with subsidies from the federal government over a
number of years. However, the equipment is old and the products are confined to rough
lumber. The mill as operated primarily as a job creation and periodic training project, and
not as a business.

A new cafe has just been established and a gas bar is close to completion. These are pro-
jects that have been initiated by graduates of an intensive entrepreneurial training program
sponsored by the Tribal Council to which the Band belongs.

94
Appendix 5

Westcoast Development Group



Exercise 2: Deciding if We need a Development Corporation
The year is 1978. The Big Pike Lake Band has a population of 371. 149 of these people
are scattered between 4 villages that are about 50 miles apart. The majority of the others
(214 people) live in a city of 20,000.

This city is the major government centre for a large geographic region. It is about 90 miles
by road from the main administration offices of the Big Pike Band. A lot of businesses in
the region have been gearing up for over three years for a large scale construction project
that was supposed to take place in the region. For political reasons the project has been put
indefinitely on hold.

The Big Pike Band Council under the leadership of Chief Paul have put a lot of effort into prepar-
ing to participate in this project. There has been a lot of interest over many years in construction.

Two years ago the Band established Big Pike Enterprises as a construction company. They
have been using the company to do Band housing and infrastructure projects. This has been
combined with training of various kinds to help train up people to take advantage of the larger
project. The Band Council has spent quite a lot of time on this project. It has been looking for
money to buy equipment, and co-ordinating training programs, Band projects, and occasional
off-reserve projects. The Chief has tried very hard to manage some aspects of the overall proc-
ess. The Band has done this without having any economic development staff.

Remarkably, this small Band now has over 40 men who have a range of skills relevant to the
construction trades: heavy equipment operators, ticketed truck drivers, mechanics, welders,
carpenters and apprentices, and even 2 electricians plus plenty of construction labourers.

It hasn’t been easy. Training people on the job often has meant the company just breaks even.
Now with the large construction project on hold, the company is going to have to focus on
smaller off-reserve projects, for which there will be lots of competitive bids. It has to secure at
least some off-reserve work in order to pay the overhead of its general manager (who also
works as needed as a heavy equipment operator, mechanic, and overall handy man), its shop,
and to make the payments on a recently-purchased grader and dump truck.

The Band administration is located in the Band’s main village. It is next to a beautiful area
targeted to become a National Park. It is already got a lot of rubber tire traffic going by
every year. The Band Council thinks that in the long term there will be good opportunities
for tourist related business development. The Chief is currently lobbying for money for a
study of the opportunities for business development in the tourism sector.

Other possible areas of business development in the agriculture, fisheries, light manufac-
turing, and service and real estate sectors have been discussed. As yet, no close look has
been taken in any of these areas.

The Chief and Council have set a long-term goal of moving the Big Pike Band to self-suf-
ficiency. They are hoping that a land claim under negotiation will give a boost to the re-
sources they can apply to this goal but a settlement could be years away. In the meantime,
they see economic development as the main strategy available to help them start moving
down the road to greater self-reliance.
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Exercise 3: Key Policy Issues
The following scenarios are for use during the workshop on Day Two. Your job is to diag-
nose the central problems and to make some recommendations.

Jobs vs. Profit

You were introduced to the Pike Lake Band’s construction company earlier in the work-
shop. It is now 1985, seven years later. The Pike Lake Band’s construction company has
“survived.” It has had sales of $250,000-$600,000/year over the last five years. However,
it has also had anywhere from a $10,000 loss in one year to a $4,000 profit another. Not
bad but not great. Some of the reasons are:

� it took time to build experience.

� it has done a lot of training and unfortunately has not always managed to keep the
most productive workers.

� it has not had enough equipment or capital to meet the requirements of many outside
contracts for cash or performance bonds.

Chief and Council still act as the board of the company, and it continues to take quite a bit
of their time. They continue to look at other areas of business. They now have several op-
portunities that are actively being pursued. Planning for a development corporation is at a
very early stage. To deal with the capital needs of the company, Chief and Council have
made a proposal to the NEDP program, now known as the Aboriginal Economic Program.
They also are close to getting some capital to deal with bonding.

Despite this progress the general manager, who is a member of the Band and the Council,
is threatening to quit. He is tired of having to hold everything together when people expect
the company to do so training and job creation. He says, “If the company is to survive as it
expands, it has to put profit first.” In his view, the Band should not use the company any
longer for basic training. Future training should be aimed at those who already have skills,
and jobs will be based on merit only. The general manager also wants full authority to hire
and fire. He wants non-Band members to be eligible to work for the company if no Band
member with the skills or a record of steady performance is available. This has created a
lot of conflict on the Council and among the membership as a whole. The conflict con-
cerns what should get priority: jobs and training, or profit.

The danger of losing the manager is real. Also, given the dollars being sought to expand
the company, there is going to have to be more business to pay back the loans. On the
other hand, several people who have worked for the company seasonally or irregularly
due to drinking are worried for their jobs. Others feel strongly that to hire non-Band mem-
bers is to ignore what the company is for. Others say that the culture of sharing is being ig-
nored and that putting profit before jobs is a sign that the Council is becoming “white.”

If you were the Council, what decision would you make in light of the community’s long-
term best interest?
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Dealing with Profits

The North Fraser Band had a store which it turned over to a development corporation
about three years ago, right after the development corporation was formed and a board ap-
pointed. The store was just breaking even at the time and had a problem with too much
credit owed by Band members. The Chief and Council started the corporation as a way of
getting the problems of the store off their agenda.

In the first year the new board, with some outside technical assistance, managed to get the
credit tightened up. The store’s inventory was built back up and the manager got some
good training. By the end of the third year, the store had sales of almost $900,000. In the
third year, there was a profit of $60,000. The development corporation board was plan-
ning to use the profits to expand into a new hardware product line. They expect that this
expansion will increase profits to over $100,000 within two years. They also want to use
some profits as equity to help get other ventures off the ground.

However, the previous year a new Chief and council had been elected. Out its seven mem-
bers, five were new as well as the Chief. Since then a rumour had begun to circulate. The
development corporation, people said, was making a profit on the store. Since the Band
members owned the corporation that owned the store, they should get some of the benefits
from the profits.

The Chief and Council decided that they wanted to have a distribution of 50% of the prof-
its back to the Council. It could then use the money for emergency house repairs, medical
transportation, and funerals.

The president of the development corporation and the Chief and Council are now engaged
in a major disagreement. The conflict is taking up a good deal of time and beginning to
split the community.

If you were the Council, what decision would you make in light of the community’s long-
term best interest? What could have been done to prevent this unproductive conflict?
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Hiring the Manager

Papeeka First Nation Developments has been in existence for three years. It is a commu-
nity-based development corporation owned by the Papeeka First Nation which is made up
of 2,000 people in three communities. They are located in a community of 6,000 which is
strategically placed as a service centre for a large northern region which is rich in re-
sources.

PFND currently has two wholly-owned companies. Neither is doing very well, and their
problems are taking a lot of the board’s attention. The general level of frustration is grow-
ing. There are plenty of opportunities out there which seem to be passing the Band by.

To make matters worse, the PFND’s general manager (a Band member) has just quit. The
Board is split over what criteria it should set for hiring his replacement.

Some board members say that he did his best but got burnt out dealing with problems and
demands beyond his experience. They take the position that a new manager should be
highly qualified and experienced in working with a community-based development organi-
zation. This would mean hiring outside of the Band.

Others board members argue very strongly that PFND has to invest in its own people.
That includes hiring a Band member for the senior staff position, they say.

If you were the Board, what policy decision would you make in light of the communities’
long-term interest?
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Locating Capacity and Distribution of Benefits

The Gerard Band is located in a region where mining and forestry are the two main sec-
tors which appear to have potential for generating wealth. Seven other native communities
of varying sizes are located in the region. All participate little in the mining or forestry sec-
tor. A few members have jobs in the forests or mines, and the odd equipment owner/opera-
tor works under contract.

The Gerard Band is small, about 350 members. However, it has a progressive, stable lead-
ership, operates under an AFA and has a store and a tourist-oriented fish camp operating
successfully.

Of the other seven Bands, three are in a similar position to the Gerard Band. They are un-
der AFAs and they have some ventures which are operating reasonably well. The Gerard
Band and three other bands have active development corporations. The other four Bands
are interested in economic development and have various kinds of initiatives underway,
but generally are not nearly as experienced as the four under AFAs.

All the Bands are part of a Tribal Council that provides advisory services to native organi-
zations with staff which appear to be competent. However, there are some staff that are
considered incompetent and there is an undercurrent of resentment that exists because
they don’t seem to get fired.

The Tribal Council is also coming under fire. It has spent thousands and thousands of dol-
lars over the last four years to negotiate natural resource agreements with the federal and
provincial governments. The objective was to negotiate a framework which would enable
Bands to get some concrete benefits from natural resource development in the region. Al-
though some agreements have been reached, nothing seems to be happening that will be-
gin delivering benefits to communities. All the money goes to lawyers and negotiations.

The Gerard Band is considering going it alone. It wants action and concrete negotiations
to get a piece of the action through business development. Four other Bands hold a similar
position. None, however, have the expertise to put together a realistic negotiating agenda
focused on screening, choosing, and structuring deals in either the forestry or mining in-
dustries.

The Gerard Band is short of money. It realizes it doesn’t have the expertise. However, it is
frustrated and sees opportunities passing the Band by.

If you were the Gerard Band Council, what options do you see for acting and what do you
recommend?
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Joint Venture or Wholly-owned Band Company (Subsidiary)

The Sydney River Band is located in a rich salmon producing area on the Pacific Coast. It
has historically had many members involved in the fishing industry. Fishing continues to
be important. However, the Band Council wants to look beyond harvesting and capture
other benefits from the resource. About a year ago, for example, a Councillor proposed
that they look into a salmon-smoking operation.

The Band did a study which demonstrated that the idea was feasible. The operation would
have to address several key issues: capital (about $500,000), getting enough fish annually,
hiring an experienced production manager, and hiring a good marketing person. Producing
a quality product at the right price was crucial to success in a very competitive but grow-
ing market. The Band decided to proceed with the business plan in order to determine how
the business should be run. The plan would also help to get the financing required. The
Band even earmarked $50,000 in the economic development budget as a portion of the eq-
uity necessary to get the other money.

During the feasibility study the consultant and the Band had to ask lots of questions of lots
of people. The word that the Band is considering a salmon-smoking business has circu-
lated in the industry. Now, just as the Band is starting to develop the business plan, a letter
for the Council arrives from Quality Seafoods, a business about 50 km. away specializing
in salmon smoking.

Dear Sydney River Band Council:

I understand you are looking at establishing a salmon smoking plant. Quality Seafoods,
as you know, is in the same business. We have an established track record for
developing a quality product and have a solid customer base. Indeed, we have more
demand than product right now. We believe we have a basis for expansion.

However, we have constraints in the area of space in our current facility and available
capital is scarce. There is also a lot of competition in the marketplace. We therefore
would like to propose that our company and your Band Council sit down and discuss
the possibility of a joint venture as a strategy which could be in both our interests.

Yours sincerely,

Sam the Salmon Man

There are varied opinions on the Council. The Councillor who originally proposed the
idea is adamantly opposed to Sam’s proposal. He thinks Sydney River can hire the exper-
tise it needs. His dream is to have Sydney River become known for smoked salmon all
over the world. His view is that Quality Seafoods is probably just in trouble and doesn’t
want the competition. Others like the idea of owning the whole company. The feasibility
study had shown that a good profit could be made. However, there is also some worry
about management.

If you were the consultant working on the project with Sydney River, what would you rec-
ommend?
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To revitalize depressed communities, local people must build the capacity to organize and

manage economic development in their own interests. To focus and manage such a strategy

there has to be some kind of organization. The Community-based Development Corporation, or

CDC, was invented by the leadership of poor communities to spearhead local efforts to achieve

greater economic self-reliance and political self-determination.

The Development Corporation Basics workbook, and the intensive, 3-day workshop it

supports, present a detailed introduction to the CDC and the role it may be able to play within

a community economic development strategy. With the assistance of checklists, illustrations,

charts, and learning exercises, readers and workshop participants undertake the decision-mak-

ing which the establishment of a CDC involves: 1) deciding if a development corporation is

needed; 2) defining it; and 3) getting it underway. In the process, learners also come to grips

with tools and principles of community economic development, community analysis, and

strategic and operational planning.

Although specifically addressed to the members of First Nations, the material in this publication

will be of interest to many others working with community-based development institutions.
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