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AMERICAN INDIAN CULTURE AND RESEARCH JOURNAL 16:1 (1992) 87-109

Financing Aboriginal Government:
The Case of Canada’s Eastern Arctic

DON COZZETTO

INTRODUCTION

The development of sound financial strategies that both guarantee
native autonomy and assure continued program financing is one
of the most complex yet vital components to aboriginal self-
government. Unfortunately, history has demonstrated that the
failures in this area tend to overshadow any successful inroads
made in aboriginal people’s efforts to attain self-determination.'
In fact, many native groups operate in an environment that can
best be described as continual financial exigency. This phenom-
enon is not unique to the United States. The aboriginal population
in Canada has also experienced difficulty in acquiring the re-
sources needed to govern themselves. Examples include the finan-
cial difficulties that arose out of the 1971 Alaska Native Claims
Settlement Act (ANCSA), the 1978 James Bay and Northern Que-
bec agreements, and the 1984 agreement signed with the Inuvialuit
of the western Northwest Territories.?

All of these examples explicitly demonstrate that, for those
groups in the process of negotiating claims settlements, the devel-
opment of a sound financial strategy is inextricably linked to the
successful negotiation of aboriginal claims settlements. In Alaska,
the creation of a series of corporate structures that were antitheti-
cal to native culture, the lack of investment opportunities, the cost
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of capital-intensive projects in the North, the high cost of venture
capital, and the lack of training programs for natives charged with
managing their new public administration infrastructure all con-
tributed to the expenditure of the nearly one billion dollars in
compensation received under ANCSA.? Now that the money is
gone, Alaska Natives fear the loss of their lands as well. The
financial woes of the Inuvialuit and the Cree and Naskapi of
northern Quebec continue. On an annual basis, the latter are
required to negotiate program funding for current fiscal year
operations with no less than nine separate federal and Quebec
government agencies.*

This paper seeks to develop a series of financial strategies that
may assist those native groups involved in continued program
operations as well as those currently negotiating aboriginal claims
agreements. Although the financial model developed in the re-
mainder of the paper relates specifically to the Inuit of the eastern
Arcticregion of northern Canada, the arguments contained herein
have broad applicability to native groups in general and are not
constrained by national boundaries. In Canada, for example,
eighty aboriginal claims are in various stages of negotiation.’ This
represents a significant component of the country’s public policy
agenda. Huge cash settlements, the transfer of title to large tracts
of land, and the devolution of government powers to aboriginal
governments are occupying a more dominant role in society;
therefore, it is incumbent upon natives and nonnatives alike to
explore serious alternatives to current finance methodologies.

Obviously, financial security is an important goal of aboriginal
government. This is particularly true for those groups about to
conclude claims negotiations. The Inuit (Eskimos) in the eastern
Arctic region of northern Canada (referred to as Nunavut, mean-
ing “our land”) are a case in point.® The Inuit live in the eastern
Arctic region of Canada’s Northwest Territories. They number
approximately eighteen thousand and are descendants of nomads
that came to North America across the Bering Strait and from
Greenland. Their language is Inuktitut.” Economically, the Inuit
participate in the wage economy when jobs are available, but a
significant proportion choose to maintain a subsistence lifestyle of
hunting, trapping, and gathering.

The Inuit recently signed an agreement-in-principle that was
the culmination of fifteen years of negotiation respecting their
aboriginal claim. Over the next few years, they will receive more
than $500 million in direct compensation payments, title to tradi-
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tional ancestral lands, revenues from resource-related royalties,
and the transfer of program responsibilities from the various
levels of government.?

ADMINISTRATIVE HISTORY

Although the Inuit occupation of their lands in northern Canada
predates the arrival of European settlers, in more recent history all
aboriginal groupsin theregion have been dominated by nonnative
political and administrative institutions.” Much of the political
control over the Northwest Territories is exercised by the federal
government in Ottawa. The constitution defines federal responsi-
bilities over aboriginal affairs, and the Northwest Territories
Act—the act of parliament that created the Northwest Territories
(NWT)—vests considerable power over northern affairs in the
national government. Administratively, the federal Department
of Indian and Northern Affairs is charged with program delivery
to aboriginal peoples across the country. Itis the Canadian equiva-
lent of the United States Bureau of Indian Affairs.

In 1967, Yellowknife was designated the capital of the NWT,
and the government was relocated from Ottawa. With the reloca-
tion came a certain degree of devolution of responsibility. Today,
despite the fact that all members of the NWT legislative assembly
are elected (many of the members are native), the North is still a
colony of southern Canada. Ken Coates explains that the

constitutional authority over the vast expanses of the Yukon
and Northwest Territories rests with Ottawa, physically thou-
sands of kilometers distant, and psychologically even further
removed. The extensive powers of the national bureaucracy,
the continued reliance on federal subsidies, and the frequent
intervention in regional affairs all make plain the north’s
colonial status.'

Aboriginal groups, including the Inuit, claim that the federal
government is destroying their culture through the process of
assimilation. During the patriation of the Canadian constitutionin
1982, aboriginal groups fought for constitutionally entrenched
rights and a series of conferences between native leaders, the
prime minister, and provincial premiers. The constitutional con-
ferences accomplished little toward establishing a national con-
sensus with respect to aboriginal issues, and native people won
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only a partial victory in entrenching their rights constitutionally,
because the constitution acknowledges existing aboriginal
rights. The million-dollar question becomes, What does existing
mean?

In any case, the Inuit view the claims process and the self-
government institutions that will be created as the only way they
can govern themselves and guard against the process of cultural
erosion.

THE EVOLUTION OF NUNAVUT

Since the primary objective of this paper is to assist in the develop-
ment of a potential finance model for Nunavut, it becomes impor-
tant to understand the evolution of the concept of a separate Inuit
territory. The discussion that follows draws extensively on Geoffrey
R. Weller’s “Self-Government for Canada’s Inuit: The Nunavut
Proposal.”!!

As Weller correctly points out, Canada is still in the process of
nation-building, because residents of both the Yukon and North-
west territories envision that someday their jurisdictions will
attain provincial status. With respect to the Inuit of the eastern
Arctic, the Inuit Tapirisat of Canada (ITC) initially presented its
proposal for the formation of Nunavut in 1979. The proposal
called for the division of the Northwest Territories along the tree
line. The area to the east (Central Arctic, High Arctic, Keewatin,
and Baffin) would comprise Nunavut. As Weller states,

The objective of the proposal was to create a mechanism by
which Inuit culture and traditions could be preserved. It was
also to overcome what was prescribed as both the physical
and philosophical distances between the Inuit people and the
governments in Yellowknife and Ottawa. Moreover, it was an
attempt to overcome a colonial and dependent relationship
by obtaining rights to manage natural resources and obtain
taxation powers and royalties thereby eliminating depen-
dence upon federal subsidies."

This new territory would have a legislature that would ulti-
mately attain provincial status. From the outset, the intent was to
operate within the Canadian federation. Initially, the Inuit pro-
posal for a separate territory was not well received by the elected
legislative assembly of the NWT. It was not until the 1979 territo-
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rial election, when aboriginal representatives for the first time
constituted a majority in the assembly, did the concept of division
receive any endorsement. In 1982, a plebiscite was held, and 58
percent of the voters opted for division.” Following the plebiscite,
native groups and the territorial government formed two subcom-
mittees to determine specific strategies: The Nunavut Constitu-
tional Forum and the Western Constitutional Forum represented
the eastern and western NWT, respectively.

The only outstanding matter with respect to division is to ratify
the western boundary between Nunavut and the Dene/Métis
nation, and the southern boundary with the Inuit of northern
Quebec. The Inuit are currently working with a boundary advisor
appointed by the minister of Indian and northern affairs to resolve
this issue.™

THE NORTHERN POLITICAL ECONOMY

Much has been written about political economy. However, the
model of political economy in Canada’s North is vastly different
from the standard textbook treatment given the subject. In order
to appreciate the long struggle over aboriginal claims, one must
understand the unique political and economic factors that impact
the very fabric of aboriginal existence. Throughout Canadian
history, the traditional lifestyle of native people has been eroded
by the need of the government to promote economic and political
development.

The definitions of the term political economy are diverse. For
example, Markovich and Pynn define political economy as “the
study of how the economy functions within the confines of gov-
ernment policy.””® Staniland provides two definitions of political
economy: His “deterministic” framework views politics and eco-
nomics as inseparable. The “interactive” approach conceives of
politics and economics as functionally distinguishable.’

Within a democratic polity such as the United States, these
definitions stand alone and, in fact, make sense. However, in
northern Canada, several other dimensions—some political, some
economic, and some social—mustbe included if we are to begin to
understand the nature of aboriginal claims and the importance of
sound financial management once claims negotiations are com-
plete.

In exploring the nature of the northern political economy, many
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scholars follow Staniland’s deterministic model and break the
term down into its requisite components—political and economic.
This approach is not only simplistic; it is nonnative. Native people
discuss political economy as a unified whole that is directly
grounded in aboriginal culture. Attaining self-determination and
the protection of the traditional economy are inseparable. The
following discussion concerning the historical evolution of both
the political and economic factors affecting the North serves to
demystify the aura surrounding the northern political economy
and attempts to relate the northern political economy to the Inuit
quest for self-determination.

Historically, northern politics have been synonymous with
development.” This manifests itself in the title given to the federal
department charged with administering programs affecting ab-
original people—the Department of Indian Affairs and Northern
Development.In 1966, at least, native affairs and northern develop-
ment went hand in hand.

However, prior to the arrival of white settlers, the northern
indigenous population lived a subsistence lifestyle, harvesting
fish, plants, and wildlife. This subsistence economy was predi-
cated on a communal concept of sharing, as opposed to the
modern market concept of individualism.'

Despite the fact that the Norse were the first nonnatives to
visit the Arctic, it was the Europeans who, from the sixteenth
century onward, became the first people to have sustained
contact with the Inuit of the eastern Arctic. The supply and
marketability of commodities such as furs, fish, and whale
products made encroachment on the indigenous lifestyle
inevitable."” The native people were introduced to the previ-
ously foreign concepts of a market economy—a commerce
network, a medium of exchange in the form of commodities such
as tools and weapons, a system of credit, and the international
marketplace. This market economy perspective was at odds with
the traditional economy.

The majority of the northern products were exported to Ameri-
can and European markets, and the labor pool was, for the most
part, imported. The Europeans’ desire for profit maximization,
coupled with a total lack of regulatory control, decimated the
whale, fish, and sea mammal populations. As a result, the tradi-
tional native subsistence economy in the eastern Arctic was de-
stroyed. Rea describes these effects as follows:
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They (the whalers) indirectly contributed to the reduction
of the wildlife resources upon which the Inuit had once been
able to subsist. They introduced disease and alcohol which
further weakened the ability of the Inuit to cope with this
deteriorating environment.?

The other major event that not only shaped Canada as a nation
but also impacted northern political and economic development
was the fur trade. Specifically, the activities of the Hudson's Bay
Company became synonymous with the northern political
economy.” In 1670, the Bay was granted a charter that guaranteed
a monopoly over all lands draining into Hudson Bay.” This
monopoly position in the northern marketplace ensured a con-
tinuous supply of staples to outside markets and the subordina-
tion of native people to the wage economy.? This second point is
particularly important, because, given the cyclical nature of the fur
trade, price fluctuations often proved devastating for native people.
Having become accustomed to material possessions from the
south, secured through the barter system, the entire community
was severely impacted by sudden changes in the supply and price
of furs.

Religion and the law also played important roles in altering native
society. As the fur trade opened transportation corridors into the
North, Roman Catholic and Protestant missionaries quickly discov-
ered a “gold mine” of souls in need of salvation. As Coates points out,
“The north contained the prime elements for evangelism: a primi-
tive, pagan people in need of Christian salvation . . . .* The
competition for native souls had an economic component as well.
The Hudson’s Bay Company, for example, favored the Anglican
Church, and, as a result, natives were coerced into accepting the
church’s doctrines; otherwise, they risked a cessation in trade.

The Northwest Mounted Police (now the RCMP) were origi-
nally dispatched northward to maintain some semblance of law
and order during the Klondike gold rush. Later, they moved into
the Northwest Territories and brought with them a code of south-
ern laws. These laws often clashed with traditional native culture.
Examples might be the Inuit practice of infanticide and the tradi-
tion of leaving the elderly to die once they were no longer produc-
tive members of society. In any case, Whittington sums up the
impact that the fur trade, religion, and the law had on the aborigi-
nal people:
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Hence, the churches came to bring the natives salvation,
the RCMP came to bring them law and order, and the Bay
came to engage them in commercial relationships. ... Conse-
quently, the traditional value system of their culture was
challenged, and in some cases traditional ways were aban-
doned.”

Resource-based industry began to come onto the northern
agenda during the late 1800s. The Klondike gold rush in the Yukon
during the 1890s changed the economic and political fabric of that
region forever.” The discovery of oil in 1920 at Norman, in the
Mackenzie region of the Northwest Territories, spawned a flurry
of exploration activity. A number of gold and silver deposits were
discovered in the Great Slave and Great Bear Lake regions during
the 1920s and 1930s. Yellowknife’s Con and Giant mines are still
in operation today.

These types of resource development activities further altered the
traditional lifestyle of native people. Specifically, large numbers of
nonnatives migrated to the north in search of new employment
opportunities. Economist Ken Rea nicely sums up the situation:

[T]he area had up to World War II, asimple economy: a staple
export-based hinterland economy superimposed on a tradi-
tional native economy, itself largely a byproduct of modern
industrialism. The traditional sector of the northern economy
was essentially a creation of the European fur trade which had
conscripted the local population into a form of wage employ-
ment which was compatible with some elements of its older
culture. The dominance of the fur trade in the native economy
was reflected in the reduced living standards of the native
population as the fur trade declined in the 19th century.”

The developmental ethos alluded to above came to the forefront
again in 1941 when the Arctic suddenly took on a more strategic
role. Politicians feared a Japanese attack mounted from the Aleu-
tian Islands. The Alaska highway was built by the United States
military, and the Canol pipeline was constructed through the
Richardson Mountains to expedite the transportation of men,
equipment, and fuel in the event of a Pacific invasion.” The Cold
War and the construction of the Distant Early Warning (DEW)
radar sites solidified the presence of the military in the Arctic. In
addition, scientific researchbeganto occupy adominantrolein-
the North.
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Although the pressures for economic development subsided in
subsequent years, the oil crisis of the 1970s rekindled the need to
develop nonrenewable resources in the north. Examples include
Imperial Oil’s refinery in Norman Wells and Dome Petroleum’s
oil and gas exploration activities in the Beaufort Sea.

All of these pressures, concomitant with a need to establish
Canadian sovereignty in the Arctic, dictated a new political re-
sponse. The federal government became an important actor in the
northern market economy. The fundamental tenets of free enter-
prise were challenged (and often supplanted) by issues of sover-
eignty, social equity, and the need to construct costly transporta-
tion, communications, and utility infrastructures. In addition, a
depleted wildlife stock led to a severe famine throughout the
Keewatin in the 1940s and 1950s. In response to this crisis, the
governmentbecame further involved by constructing permanent,
centralized settlements and relocating the Inuit from their tradi-
tional camps. This policy, in turn, dictated a need to supply the
physical and administrative infrastructures associated with the
provision of education, health care, and other social services.”

Well-intentioned as the government intervention might have
been, the effect on native people and their culture was disastrous,
and the process of assimilation was vastly accelerated. The native
people became dependent on government handouts and began to
lose their traditional culture. This is why they now seek to develop
their own model of governance as a mechanism through which
they believe the assimilation process can be halted. Frances Abele
explains that

the new life in the settlements brought social problems. The
new settlements concentrated populations at unprecedented
levels, straining the old authority patterns and kin-based
sharing relationships . . . . The educational programs sepa-
rated children from their parents physically, as they were
attending school, and ultimately psychologically, as they
absorbed anon-traditional education while missing the tradi-
tional lessons of their elders in the communities.*

Former Prime Minister Diefenbaker called this northern expan-
sion his “Northern Vision.” The political component of northern
development was predicated on a type of Pareto optimality argu-
ment.! If northern hinterland resources were developed and
exported to the southern metropolis, all Canadians would be
better off. Government’s role was to subsidize this so-called
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development and to reallocate resources in order to improve the
economic welfare of society. This political philosophy came to the
forefront during the Trudeau era, when large government incen-
tives were provided to private sector firms to “develop” resources
in the Arctic (and other regions such as Hybernia, off the coast of
Newfoundland). The multibillion-dollar giveaway under the Pe-
troleum Incentive Program, the government’s acquisition of
Petrofina, and the private sectorinitiative to construct a Mackenzie
Valley pipeline are cases in point.*

In addressing the northern political economy, we must make a
distinction between economic development in the “Northern
Vision” sense and economic growth. Economic growth refers “to
an increase in the productive capacity of the economy,” while
economic development means “a change in the structure of an
economy.”* A change insttucture implies a shiftin emphasis from
resource extraction to secondary manufacturing. There is little
doubt that the northern economy has experienced growth, but
whether it has significantly developed economically is subject to
debate. There is little secondary industry in the NWT. Raw mate-
rials or staples are extracted and shipped to Ontario and Quebec
for processing into finished goods. This not only results in fewer
wage economy jobs for northerners; it creates further tensions
between the traditional and market economies, because pressure
is mounted to accelerate the process of resource extraction from
aboriginal lands in order to meet the demands of southern facto-
ries.

During the decade 1975-85, there was virtually no growth in
goods-producing industries nationwide. Given this trend,
Robinson and Ghostkeeper question “the relevance of linking
northern development to resource industry megaprojects of the
industrialized economy.” * In fact, they develop a postindustrial
model that they call the “next economy.” We immediately begin
to see the tensions that exist between the market concepts such as
efficiency, growth, and development, and the issue of quantifying
benefits. The question therefore becomes, In whose interest was
the national government acting in imposing these various north-
ern policy initiatives?

We must expand the already complex equation of political
economy by giving consideration to the “welfare economy.” Given
the currentlack of demand and the associated price structures that
have adversely impacted resource development in the 1980s, and
the highunemployment rates in many sectors of the wage economy,
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today’s North can be characterized as a “welfare state in crisis.”
Government fiscal policy focused on political and economic de-
velopment. In many northern regions, government provision of
housing, education, health care, defense services, law enforce-
ment, public works, and so on represents a significant component
of the political economy. Michael Whittington states that

[flrom an internal perspective the economies of the NWT and
Yukon are in fact three distinct economies . . . . There is a
traditional or subsistence economy in which the only partici-
pantsarenative peoples. ... The second economy in the North
is an extension of the southern wage economy . . . . The third
economy is the welfare economy. While there are some non-
natives who can be classed as belonging to this group, for the
most part the welfare economy in all parts of the North is
predominantly native.®

The foregoing discussion on the political economy of the North is
important because native people, including the Inuit, seek to
protect their traditional economic activities from the pressures
exerted by development. This dictates a necessity to provide
financial support to those choosing traditional pursuits and to
design a macro-level model that allows for a sufficient degree of
financial autonomy for aboriginal governments. Specific issues
related to the development of this model are discussed below.

THE FINANCIAL ISSUES

There are three important issues that must be addressed when
discussing the complexities of financing aboriginal government.
The first concerns cash settlements paid to native people as com-
pensation for extinguishing rights to aboriginal lands. The second
is related to continued program financing, and the third concerns
the importance of adequately funded training programs. The
remainder of this paper examines these three issues in light of the
Nunavut claim agreement.

Cash Settlements

One component of financial autonomy and security lies in the
creation of a trust fund. Examples include the Alberta Heritage
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Fund (AHF), created by the Lougheed governmentin Canada, and
the Alaska Permanent Fund (APF); both were established in the
1970s. Both of these funds were created out of revenues secured
from energy development as a means of safeguarding quality of
life for the residents of the future, once nonrenewable resource
development was curtailed.®

The need for the APF became apparent after the state of Alaska
had spent more than $900 million in revenues received from
Prudhoe Bay oil and gas leases. Politicians and citizens alike soon
came to realize that large sums of money disappeared quickly,
especially when capital-intensive projects suchas roads and schools
were factored into the equation. Alaska voters approved the
fund’s creation during a 1976 special referendum. The resultant
constitutional amendment stipulated that 25 percent of all state
revenues derived from nonrenewable resource development be
allocated to the fund. Second, the fund’s principal cannot be
utilized except by approval through public referendum.®”

The accumulated assets of the APF were $8.6 billion as of
September 1987—8$7.9 billion in principal and $700 million in
discretionary funding. The fund’s investment portfolio is im-
mense and diverse. Assets range from government bonds to
common and preferred stock, real estate investments, and various
certificates of deposit. The legislature is authorized to allocate
portions of the unreserved account (the $700 million referred to
above) to the general fund of the state or to dividend payments to
residents of Alaska.®

The Alberta Heritage Fund was also established to promote
quality of life for Albertans. The fundamental difference between
the AHF and APF is that the former comes under the direct control
of the provincial legislature. The AHF acts almost like a bank in
lending money to municipalities and provincial corporations. The
majority of the fund’s $15.3 billion is invested within the prov-
ince.¥

In essence, there are two basic types of trust fund—develop-
mental and “pure” trust.* By definition, the APF is a pure trust,
because its directors emphasize savings, security of principal, and
income generation. Investments are predicated on pristine finan-
cial criteria. High yield, low risk strategies are the foundation for
investment analysis. Robinson, Pretes, and Wuttunee stipulate
that “trust models emphasize stability, diversification of the port-
folio, and guaranteed return.”#

The developmental model, on the other hand, incorporates a



Financing Aboriginal Government 99

different investment strategy. These types of funds (AHF) tend to
invest in economic development within a specific region. The
Alberta government’s loans to the Alberta Housing Corporation
to assist in the construction of social housing are a good example.
Under such a scenario, subjective, qualitative factors such as
“social equity” become part of fund management.

Aboriginal groups such as the Inuit of northern Canada need to
plan their future financial strategies carefully. The following
considerations are meant to assist in the planning process. First,
there is no reason why native people cannot select a trust model
that incorporates the positive elements of both the pure and the
developmental models—a hybrid trust model. It is imperative
that the principal be protected. As is the case in Alaska, a public
referendum is ultimately the best democratic vehicle for decision
making. When expenditures of the fund’s principal are subject to
ratification by the voters, aboriginal people can have a significant
grass roots voice in the financial affairs of their government. Fund
managers become responsive to community needs, and local
community groups become educated in the intricacies of financial
management. Therefore, this approach has democraticand educa-
tional overtones.

This type of fund should be managed by a board of directors
representing all regions of the native territory in question. For
example, in Alaska, residents of the northern portion of the state
should have input equal to that of their southern counterparts.
Again, this promotes equity and accountability to the grass roots
electorate. The board should be mandated to invest a percentage
of the unreserved portion of the fund in small native businesses
linked to the traditional economy.

It is critical that those native people who choose to participate
in the indigenous economy be given the financial means to do so.
Loans from the discretionary portion of the trust fund could be
made to local small business groups. For example, secondary
animal, hide, and fish processing industries may be viable, or a
marketing structure to promote native art and to train young
artists may be important.

A native elders program should be explored. Monies from other
investments could be channeled directly to those beneficiaries
who are most deserving—the older members of the aboriginal
population who waited patiently for decades for an equitable
claims settlement. For example, the senior members of the com-
munity could receive subsidies to allow them to go out and live off
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the land during the summer months. Perhaps the elders could
participate in teaching young people about their language and
culture.

First, fund managers should exercise caution in becoming in-
volved in high-risk capital-intensive projects. Investment strate-
gies should be selected that minimize risk. High-risk ventures
such as oil and gas exploration should be avoided. Finally, the
principal must be maintained to allow for inflation. In other
words, if the fund generates a return on investment of 4 percent
and inflationis 5 percent, a portion of the accumulated unreserved
fund should automatically be used to offset the reduction in
principal.

A second area that relates to funding concerns the manner in
which natives become involved in long-term capital-intensive
projects—resource development, for example. Entering into joint
venture schemes with the private sector, other governments, or
other native groups may be a viable alternative to utilizing trust
fund revenues for these types of developments. An example of
such a venture is the Inuvialuit agreement with Esso resources
regarding oil and gas exploration on the Tuktoyaktuk Peninsula of
Canada’s Northwest Territories. Venture capital could be raised
through the same procedures as in the south. The fiscal viability of
each project would be judged utilizing conventional business
practices.

Program Funding

Aboriginal people must ensure that their access to continued
government program funding is safeguarded. Government must
not use claims settlements as a vehicle to cut back on its long-term
funding commitments in areas such as health care and training.
An example will serve to illustrate the point. Recently, the Cana-
dian federal government signed accords with the Yukon and
NWT governments allowing for resource revenue sharing from
offshore oil and gas developments in the Beaufort Sea. However,
Ottawa has been explicit in reducing formula funding commit-
ments once these revenues become available.”? Groups such as the
Inuit want to avoid the long-term implications of such a strategy.

Another funding consideration relates to existing partnership
arrangements between the federal government and client groups.
The Inuit want to maximize these opportunities. For example,
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Canada Mortgage and Housing Corporation (CMHC) enters into
partnership agreements under section 40 of the National Housing
Act with government and nonprofit corporations for the purpose
of constructing social housing across the country. Under these
partnership agreements, CMHC contributes up to 90 percent of
the capital cost and 50 percent of continued operations costs for
new construction and rehabilitation projects. The Inuit, through a
nonprofit housing agency, may want to maximize this type of
opportunity and safeguard continued future access.

In areas where the federal or territorial presence will remain
prominent (i. e., Medicare, environmental protection), the Inuit
should work outa formula funding agreement. Funding would be
based on a formula arrangement and would not have to be
negotiated each year. Program revenues and expenditures could
easily be reconciled.

Finally, the Inuit should be given some control over the genera-
tion of internal revenue. For example, business license fees, ve-
hicle registration fees, and local taxes should accrue to the Inuit
and not the territorial government.

Many Americans and Canadians view the transfer of cash at the
conclusion of claims agreements to be a one-time, lump sum
payment in lieu of continued program funding. This is not the
case. The cash payments are compensation for turning over tradi-
tional native lands to the government. The government still has a
moral and legal obligation to provide continued support for
varijous social, educational, and economic development initia-
tives. As Franks points out, the need for continued support in
aboriginal communities is even higher than in other Canadian
municipalities. He further states,

So far, the devolution of service delivery to bands, and the
financing of aboriginal self-government, have proven to be
full of difficulties in determining appropriate levels of finan-
cial support. Wide disagreement has arisen between govern-
ment and aboriginal peoples over the appropriate data base,
the costs of units of service, the method of calculating capital
and other unusual items, and how and when monies ought to
be transferred.®

Asmentioned earlier, these very problems were experienced by
the Inuit and Cree of northern Quebec and the Inuvialuit of the
western Arctic. How can Nunavut’s public administrators avoid
the pitfalls experienced by their colleagues in other parts of the
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country? Although Franks does not develop a model for ongoing
program financing, he does define five critical components that
any model must address. First, equity must exist not only between
aboriginal communities but also between aboriginal and
nonaboriginal communities. For example, to construct housing of
a higher quality for nonnatives would be discriminatory, or to
exempt nonnatives from community taxes also would be unfair.
Second, the special needs of aboriginal governments, including
program development and administrative costs, must be consid-
ered. Third, any funding formula must include all of the costs.
Long-term training and operations and maintenance costs for
capital projects are examples. Fourth, the negotiation process with
respect to funding should not overburden the political and admin-
istrative resources of the aboriginal people. Finally, the methodol-
ogy must respect local autonomy.*

The major source of problems surrounding funding arrange-
ments is the federal Department of Indian Affairs and Northern
Development (DIAND). Every aboriginal group in Canada com-
plains about this agency. The numerous errors made by DIAND
staff in calculating funding requirements, coupled with an enor-
mous and inefficient bureaucracy, have prompted many groups
to call for the elimination of the department. These conclusions
were corroborated by the Penner Committee.*

The implementation of the following strategies might serve to
allow for more effective planning, coordination, implementation,
and evaluation of program funding once program responsibilities
are transferred to Nunavut. First, remove the DIAND from the
funding cycle. This would accomplish three goals: The Inuit
would have greater input into the preparation of financial esti-
mates and forecasts; long-term financial plans could be developed
(i. e., five years); the current complexities associated with DIAND
audit procedures could be streamlined and made more intelli-
gible.

This type of initiative is essential if the Inuit are eventually to
accept responsibility for expenditures. Otherwise, the current
confusing, paternalistic system will continue, and the Inuit will be
forced into complacency. In a word, self-government cannot exist
independently of financial accountability. Nor can policy and
decision-making operate in such a vacuum. If the Inuit public
administration is to become more than a mere service delivery
apparatus, it must be allowed the degree of financial flexibility
required to truly plan and manage its own programs.
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In addition to ongoing program funding, some arrangement is
required for capital funding. The costs associated with large
capital infrastructures in the North can be staggering. Funding
arrangements for the construction of schools, houses, utilidor
systems, and so forth should be determined during the claims
negotiation phase. Itisimportant that specifics be worked out now
to avoid conflict in the future.

A second key strategy, directly linked to the notion of account-
ability, is the need to develop some mechanism for formula
financing. This type of arrangement allows the recipient organiza-
tion to spend the funds as it wishes and guarantees some measure
of predictability in terms of amounts received.* Formula financ-
ing would eliminate the present system of negotiating funding
with several different government agencies. In 1982, the federal
government negotiated such an arrangement with the govern-
ment of the NWT. In Greenland, the home rule government of the
Inuit and Danes receives unconditional transfers from the Danish
government.

Malone defines several potential revenue sources for aboriginal
governments:

e Direct income tax powers

*Direct sales tax powers

eSharing federal and provincial tax
sRevenues from resource development
*Municipal and regional taxation power
*Unconditional block funding

*Transfers based on per capita calculations
eIndirect taxation

*Program administration funding

*Special purpose grants

*Profits from special ventures, utilities, and enterprises
*Recourse to government spending powers.*

Very few of the above options are realistic for the Inuit of Nunavut.
There is a limited tax base, resource revenue is subject to swings in
supply and demand, and per capita grants fluctuate with chang-
ing demographics. Furthermore, high costs and the high risks of
investment in the North have resulted in limited investment
potential for the corporations established by the Inuvialuit, James
Bay, and Alaska settlements.* The only realistic options relate to
formula financing and recourse to existing government spending
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in areas such as defense and health care to supplement any
revenues generated through investment. The report of the Special
Committee on the Northern Economy, Coping with the Cash, pro-
vides four recommendations applicable to Nunavut: (1) Details of
claims implementation strategies with respect to cash and land
settlements should be specified in clear, concise terms; (2) a
balanced investment strategy is essential; (3) the cash principal
should be invested in an interest-yielding trust fund; and (4)
education of beneficiaries in the implementation process should
begin immediately.* An additional strategy that deserves consid-
eration is the creation of a territorial financial agency charged with
providing both expertise and venture capital for native ventures
at the community level.

The litmus test for successful implementation strategies in
Nunavut will be whether these goals can be attained while,
concurrently, the traditional economy can survive. The report of
the Special Committee on the Northern Economy, A Strategy for
Supporting the Domestic Economy of the Northwest Territories, pro-
vides a series of recommendations that will allow a significant
number of people to return to the land-based economy.”" This
partially fulfills Brody’s vision of a “cultural ark” whereby com-
pensation from claims settlements is invested in the traditional
economy.’? Wildlife harvesting and management strategies could
be developed, and money could be invested to establish viable
secondary food and animal processing capabilities.

Financing Training®

In developing and implementing financial strategies for their new
government enterprises, aboriginal groups must consider the
importance of training. Failure to do so could cripple their efforts
at attaining self-determination. Training programs targeting ab-
original groups have traveled a rocky road. Frances Abele’s de-
tailed study of anumber of efforts in the area of training highlights
the need for a much more concerted effort in providing an envi-
ronment whereby native people can develop and implement
training programs suitable to their needs.>

Existing funding programs affect training policies in a negative
way. In the implementation of a number of programs—for ex-
ample, Canada Job Strategy, the Manpower Training Agreement,
and the Northern Careers programs—obijectives developed in
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Ottawa have tended to overshadow the needs of native people.
Aboriginal groups understand the importance of training but feel
helpless in the real world of federal dominance, both politically
and financially. An additional limitation relates to a total lack of
coordination in terms of the implementation of these various
training programs. All of these different agencies are involved in
their own interests, often with conflicting goals and duplication of
programs and resources. A coordinating committee should be
established, with representation from all affected groups, and a
more streamlined, efficient process should be formulated.

A second problem related to funding for training concerns the
devolution of program responsibility from the current govern-
ment departments to the new aboriginal agencies that will be
created once claims are settled. Native groups do not have suffi-
cient personnel with the qualifications to teach potential adminis-
trators the techniques of public sector management—budgeting,
personnel, planning, and so forth.

A number of training initiatives have been undertaken over the
past several years involving quotas. At Nanisivik, a mining com-
munity on northern Baffin Island, the mining company estab-
lished a target of 60 percent native employment after the initial
three years of production. Nothing close to 60 percent ever was
achieved.” In 1985, the NWT government’s Native Employment
Policy also met with limited success.* The goal of this program
was to increase native employment from 29 percent to 50 percent
of the total territorial public service. However, in the four-year
period from 1985-89, the total increase was only 2 percent.” These
programs are costly, and the return on the investment is suspect.
Twenty-one million dollars was allocated to this program over a
four-year period. A total of 242 positions were created, at $86,777
per position. The types of jobs were more clerical, junior adminis-
trative than managerial. *®

Alternative funding arrangements are critical to the success of
training initiatives in the North. First, in addition to long-term and
block grant funding, there is a need for a shift in funding strategy
from short-term to long-term. Second, “block funding” provisions
allow much-needed discretion on the part of native people in
designing programs suited to their needs. Third, funds need to be
allocated in an effort to “train the trainers.” Finally, training
funding must continue in addition to cash compensation received
through claims settlements.
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CONCLUSION

This paper has examined the critically complex issue of financing
aboriginal government. Comparative examples from both the
United States and Canada have served tohighlight the fact that the
incorporation of inappropriate financial models severely impacts
the ability of aboriginal organizations to attain self-determination.
The Nunavut claim settlement in Canada’s eastern Arctic was
used to develop a series of implementation strategies related to the
protection of funds received in the form of cash compensation,
continued program financing, and funding for training native
people.

Providing an environment that fosters the success of aboriginal
self-government should be an important consideration for Ameri-
cans and Canadians. We should take up the challenge offered by
Frank Cassidy and view aboriginal government as an emerging
field of study.®The recent armed standoff at Oka, Quebec, and the
disputes over fishing rights in British Columbia and Wisconsin
convincingly demonstrate that native groups are no longer pre-
pared to accept a secondary position in North American society.
Through the development of workable financial strategies, native
people can begin to shed the chains of paternalism that have
constrained their efforts to govern themselves.
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