CHAPTER 1

New Models for First Nations Economic Development

“Moon Face”, was carved by Master Carver, Clifford Bolton, awell respect-
ed Elder Tsimshian from Kitsumkalum. Moon face presides over the world
and itsinhabitants with peace, kindness, and patience. This pieceisdisplayed
in the boardroom of the Skeena Native Development Society.
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New Modelsfor First Nations Economic Development

Beginning in 1999, the Think Tank on First Nations Wealth Creation, initiat-
ed and sponsored by the Skeena Native Development Society (a native
organization specializing in capacity building and business development, met
to consider two questions:

1. How can First Nations people in Northwest British Columbia be
masters in their own house?
2. How can economic dependency be eliminated?

We came together motivated by a unifying theme: Why are First Nations

communities economically impoverished and how can these communities

find and follow a pathway to prosperity? To this end, we examined our own

experience with on-reserve economies, particularly in the Northwestern

region of British Columbia. We then considered these experiences within a
more global context, reviewing the work of authors such as de Soto
[18], relevant research findings such as those at the University of
Victorig? [19] and the results of the Harvard Project on American
Indian Economic Development [23]. We were successful in our analy-
sis, being now more able to discern and to integrate previously uncon-
nected patterns and systems that are at the core of what plagues First
Nations economies and, more importantly, to discover and assemble
new ideas for how to change what has gone before... to make it possi-
ble to achieve prosperity.

The approach we have taken is illustrated in the following diagram (Figure
1). Asour deliberations progressed, we worked right to left in the diagram:
from the desired end point towards the necessary beginning point. Thus, to
increase mastery in the Native House and to decrease dependency, we first
investigated the relationship between prosperity and increases in the market
system and entrepreneurship. Thisled next to our considering changesin the
economic model that would produce entrepreneurial thinking and also the
needed changes in capital formation levels that come from viable property

1 From this point forward, all references to native people, aboriginal people, First Nations, etc. should be
assumed to apply to the Northwestern BC area unless otherwise noted; although it appears to be likely that

some of our insights and conclusions will apply more generally.
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NEW MODELS FOR FIRST NATIONS ECONOMIC DEVELOPMENT

rights (moving from “dead capital” to “live capital” in de Soto’'s language
[18]). Finaly, with these intermediate steps specified, we then addressed the
key governance initiatives that would need to be adopted so that the on-
reserve economic climate would be more favourable: to replace the present
destructive institutions with constructive ones. Thusin this report, we iden-
tify the necessary beginning point for governance ingtitutions, next property
rights and then entrepreneurial thinking which will result, we believe, in
increased economic mastery and decreased dependency.

FIGURE 1
The Think Tank Approach
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Rights
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e Ty
Cultural Well-being

1. Replace
Destructive
Institutions with
Constructive
Institutions

Change the
Economic Model 4. Increase Mastery; Decrease Dependency

3. Enable

Ent‘ltfl?r:i?ni;ﬁal * Referred to herein as "transaction cognitions"
Helpfully, our conclusions about a beginning point (reached independently)
have been recently validated in a study of 72 former colonies throughout the
world, in which William Easterly of the Centre for Global Devel opment and
Ross Levine of the University of Minnesota analyzed the relative importance
for economic growth of various factors [24]. These researchers compared
and contrasted geography, economic policy and institutions (meaning politi-
cal stability, property rights, legal systems, patterns of land tenure etc.) to
identify which of these is the most critical factor. They concluded that the
creation of good institutions is the predominant reason for economic success
and, hence, that the first challenge for development economicsisto get from
bad to good ingtitutions. Thisis precisely the conclusion that we have drawn
in our own deliberations; and this formed the foundation for the approach
that we recommend. We explain the elements of our solution in this book,
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but we describe them first in this introduction, presented according to the
approach shown in Figure 1.

What do these “good institutions” look like? What institutional reforms are
necessary? What model will move First Nations people from the current
state of economic dependency to prosperity? Ashas been chronicled in other
economic successes globally, how can a market economy and entrepreneur-
ship within the context of cultural well-being be enabled? Through the Think
Tank approach (Figure 1), we have identified the three essential cornerstones
that form the foundations for this process:

1. The availability to First Nations people of governance powers and
jurisdiction that will enable the market system to function;

2. The ability of First Nations people to control the use and develop-
ment of their lands to enable capital formation;

3. The thorough understanding by First Nations people and relevant
stakeholders of the economic model itself: the entrepreneurial think-
ing that needs to be enabled for effective entrepreneurship to flour-
ish.

A system that successfully embraces these cornerstones will, in our view,
create the institutions, make available workable property rights and enable
the entrepreneurial thinking necessary to produce the prosperity and cultural
well-being of First Nations people that comes from mastery in the Native
House. This chapter introdues each cornerstone in turn, with more detailed
emphasis on the economic model because of the previously noted require-
ment that it needs to be thoroughly understood to be fully useful.

1. FIRST NATIONS GOVERNANCE

We believe that, for a vibrant on-reserve economy to flourish, there is a need
for genuine self-rule by First Nations people. This is because the economic
environment that we envision can only be achieved by the creation of effec-
tive institutions of governance that are enabling of the market system and of
entrepreneurial endeavour.  With auspicious timing, the Federal
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NEW MODELS FOR FIRST NATIONS ECONOMIC DEVELOPMENT

Government’s currently proposed First Nations Governance Act, Bill C-7,
providesfor First Nations people to adopt individually tailored codesin three
crucia areas. leadership selection, administration of government and finan-
cial management and accountability. Moreover, under the provisions of Bill
C-7, First Nations people will be empowered to make laws in such areas as
the regulation of business activities. We consider this proposed legidation to
be a tremendous advance over the economically repressive provisions of the
Indian Act, but still do not view it to accomplish enough in the creation of
the necessary institutions.

To make Bill C-7 truly effective for the facilitation of the prosperity of First
Nations people, we propose an additional provision for a fourth optional
code, one that we are calling “the Prosperity Code,” a system of institutions
that flows from grass-roots community strategic plans. Using the criteriafor
governance that creates vibrant First Nations economies offered by Cornell
and Kalt [23] and for governance that creates vibrant non-First Nations
economies in general offered by Thompson [25], we have been able to iden-
tify a more comprehensive set of ingtitutional conditions that are needed to
replace the present destructive institutions with constructive ones. Further,
we have ascertained that it comes down to what Cornell & Kalt [23] have
called “cultural match” that will weigh heavily in determining whether an
individualistic or collective model, for example, would be culturally appro-
priate for aparticular community. To be“mastersin your own house” should
encompass the ability of a First Nation to implement whichever model its
community chooses. It is our belief that a First Nation operating under al
four codes and with a First Nation Strategic Plan in place (to ensure that a
cultural match is created from the grass roots up) would have everything it
needs to create the “good institutions’ that are one of the crucial precondi-
tions for prosperity.

Having made this claim, we do not wish to be misunderstood. For us, gen-
uine self-rule means the kind of legal autonomy enjoyed by the Nisga' a and
Sechelt, not a governance regime imposed by an umbrella Federal statute.
Our recommendations do not do this. Rather, for First Nations that wish to
do so, our recommendations provide aminimum set of necessary stepsto put
them on a path to prosperity that is based upon an increased market system
and entrepreneurship. Asnoted earlier, these intermediate stepsinclude mak-
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ing changes to capital formation levels and changes to the on-reserve eco-
nomic model. We introduce our ideas for capital formation next as we sum-
marize our approach to rights to the land.

2. RIGHTSTO THE LAND

Our next conclusion is that property rights to their own land are critical for
First Nations; this is a fundamenta of being “masters in your own house’.
Werealized early in our deliberations that we must accept the reality that the
Indian Act has stultified First Nations people and their economies, and that
this statute is justifiably disparaged for its destructive effects on capital for-
mation. In Chapter 3, we evaluate the extent to which any desirable level of
economic mastery is available under the Indian Act and conclude that, over-
al, itisnot. We argue therein that, in fact, it would be surprising indeed for
legidation that had disrupted and substantially impaired the traditional
economies that had sustained First Nations people for thousands of years
could do anything but lead—as it has—to dependency and wretchedness. We
have concluded that the bad institutions that flow from the Indian Act, as it
presently operates, cannot be changed to good ones without systemic change.

To us, the solution to addressing the mastery-destructive institutions of the
Indian Act is straightforward: First Nations people need to own their own
lands. Thisclearly conveys what mastery really means. Without such own-
ership, it is highly likely that First Nations people will continue to be eco-
nomically powerless and therefore remain the dubious “beneficiaries’ of
what de Soto [18] has termed “dead capital”: lands held in trust by Her
Majesty the Queen in right of Canada that are unavailable to support capital
formation. In our deliberations, we have noted the Nisga'a and Sechelt
achievements of such mastery. We further noted, however, that, in the
absence of ownership, an intermediate step towards mastery is offered by the
First Nations Land Management Act. As more fully described in Chapter 3,
we assert that, with a properly constructed Land Code under this statute, a
First Nation could to some extent bring into being the property rights neces-
sary to facilitate a market economy and the capital formation necessary to
support entrepreneurship-based prosperity. We believe that even this inter-
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NEW MODELS FOR FIRST NATIONS ECONOMIC DEVELOPMENT

mediate step represents a significant advance over the present Indian Act
land regime.

One important facet of rights to their own land for First Nations is the abili-
ty to grant individual property rights. Thiswe discussin Chapter 3. Itisnot
that we are advocating individual property rights per se; we are too aware of
successful community-based property rights to be that simplistic. But the
choice between an individualistic or collective model, or something in
between, should be legally available to each First Nation, depending upon
what it considers to be culturally appropriate. To be “Masters in your own
house” when it comes to land rights should encompass the ability to imple-
ment whichever model a First Nation community wants for itself.

Of course, given the sufficient autonomy that is rooted in new governance
methods and given the capability for capital formation that is rooted in land
rights, there must still be a viable economic model available as an option to
choose and to implement. We therefore turn to a discussion of the econom-
ic model that we recommend and how it can generate the new levels of entre-
preneuria thinking needed.

3. THE ECONOMIC MODEL

For most readers, this may be the most difficult cornerstone to address
because of the new ideas and new terminology that must be mastered for a
thorough and workable understanding to be gained. With clearing this hur-
dlein mind, we are providing a more comprehensive introduction of this cor-
nerstone.

To develop the economic model that we present, we have taken a pathway
beginning with things as they are and have followed it back to the basics.
Along the way, we discovered answers to our questions that we believe have
never been considered as a whole. In the following paragraphs, we tell the
story of how we found these answers.

The story startsin aseemingly unlikely place: with globalization. Webelieve
that two waves of globalization [4] are at the root of poverty among First
Nations people in Northwest British Columbia:
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1. Globalization 1: the 1800's;
2. Globalization 2: the late 1900's.

We believe that mistakes have occurred in both eras—by all parties con-
cerned—that have led to things as they are. We also believe that mistakes
continue to occur that need to be corrected. Our path of discovery has uncov-
ered the mistakes that have led to the present situation and the basics that are
needed to move beyond it.

Glaobalization has not been kind to First Nations people. During the first era
of globalization and under its extension, the Indian Act, the strengths of First
Nations people were dissipated, weaknesses were magnified, opportunities
were denied and threats to traditional economic means of support were
entrenched due to the substitution for the healthy institutions of trade and
commerce that existed pre-contact with the unhealthy institutions that were
based in colonialism and conquest.

As the second era of globalization unfolds, we now ask what is needed to

reverse the present unacceptable economic status quo and to accomplish

effective economic development. In the Think Tank process, we have

defined economic development to mean: prosperity and cultural well-being.
To understand how this can be accomplished for First Nations people,
we have identified the economic basics: the cornerstones of prosperity
and cultural well-being. Our analysis has revealed some surprising
insights, and it is on the foundation provided by these ideas that we
have based our work on a viable economic mode.

The Basics

Whereas economic success during the first era of globalization required
ships, guns and repressive ingtitutions to overcome the objections of First
Nations people to colonization, success during the second era of globaliza-
tion now reguires knowledge [4]. So, in the Think Tank process, we have
naturally sought our solutionsin the “people side” of economic development.
Specifically, we have thoroughly investigated the new cognitive approach to
economic development [5]. The cognitive approach is one that bases eco-
nomic success upon effective economic thinking.
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NEW MODELS FOR FIRST NATIONS ECONOMIC DEVELOPMENT

It was William James who stated that the greatest discovery of the modern
age is that we become what we think about [6]. Thereisnow aproven rela-
tionship between thinking and doing that is very well documented [7, 8].
Thus we redlized in our work that the basics of economic development
begins with the thinking processes of the people concerned. We therefore
investigated the question: What are the thinking processes that people need
in order to be successful in a market economy? This has led us to examine
more closaly the attributes of the core element in al economic activity:
transaction thinking.

Transaction Thinking. By definition, a transaction occurs when an indi-
vidual creates a “work” (some product or service) and then enters into an
exchange relationship with other persons for the sale or acceptance of that
work [9] asillustrated in Figure 2. Transaction cognition theory is the aca-
demic field that has most thoroughly explored the relationship of people's
thinking to the capability to transact successfully.

FIGURE 2
The Elements of Transaction Thinking

The Individual
Bounded Rationality,
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"Work"-Specificity

Planning Cognitions
(Affect Transaction Costs from Individuals' Bounded Rationality)
A

Based on Gardner (1993); Williamson (1985)

We find that there are three sets of thinking skillsthat, asillustrated in Figure
2 (A, B & C), work together to create a successful transaction:

THE PATH TO PROSPERITY
10



» Planning cognitions
» Promise cognitions
» Competition cognitions.

Acquiring these three thinking skill-setsis the primary means for a person to
gain or expand the capability for entrepreneuria thinking.

The transaction cognitions that are the foundation of entrepreneurial thinking
consist of specialized mental models or scripts [10-12] that guide individu-
als responses to three principa sources of market opportunity. Planning-
related thinking skills are important because better or worse planning affects
the level of difficulty in making transactions happen. Promise-related think-
ing skills are necessary because transactions must happen through the will-
ing participation of the other party in the transaction and this only occurs
where the transaction “promises’ to be beneficial. Similarly, competition-
related thinking skills are necessary because, as human beings, we want to
get the best product for our money—and so the work offered for sale must be
the most competitive if it is to be purchased by the other person/customer.
Where planning, promise and competition thinking skills (cognitions) are
sufficient, then the difficulty of transacting that is caused by “transaction
costs’ is reduced and economic development happens. Recent research
shows that entrepreneurs around the world have higher levels of transaction
cognitions than do non-entrepreneurs [21].

Transaction Costs. Theleve of difficulty of transacting is the single great-
est enemy of economic prosperity. Transactions become more difficult as
“transaction costs’ increase. Transaction costs are the costs of running the
economic system. Transaction costs are like friction in a physical system
[13: 48, 14: 19]. Economic opportunity occurs when entrepreneurs utilize
planning, promise and competition cognitions to enact transactions that
would otherwise fail due to transaction costs. This iswhy economic devel-
opment may be considered to be a cognitive process [15] and why “entre-
preneurial thinking” is essential to economic devel opment.

In Chapter 4, we explain how this basic transaction cognition approach can
be applied to assessing the difficulty of transacting among First Nations peo-
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NEW MODELS FOR FIRST NATIONS ECONOMIC DEVELOPMENT

ple on-reserve. We have found on-reserve transacting to be many times more
difficult than ordinary transacting in a market due to increased cognitive
complexity.

Problem Areas to Address

In our analysis, we uncovered an uncomfortable reality: transacting on-
reserve has too many fingersin the pie that should not be there and too few
of those that should be. When compared to transacting in an ordinary mar-
ket economy (e.g. the Canadian economy in general) on-reserve transacting
is over three times as complex! This means that, on-reserve, transaction dif-
ficulty is up, and that transaction success is down or is non-existent. Where
are these problem areas, why are they such a problem and what can be done
about them?

It is our belief that these problem areas have arisen due to mistakes made in
the past,®* many of which appear to have been due to greed, ignorance or a
combination of both. These mistakes occurred because the parties involved
lacked sufficient information: both the facts and the analytical knowledge
needed for the parties to recognize the scope of their errors; and this resulted
in compounding negative consegquences due to both errors of commission
and of omission.

L essons from Hindsight

In hindsight, it is much easier to see the nature of the economic error of past
policies and how the consequences have been compounded over the years. |If
one were to assume for the sake of discussion, however, that throughout the
world during the first era of globalization less powerful people were dispos-
sessed and further that, during these periods of colonialism and imperialism,
the mistakes made (in light of hindsight) were indeed horrendous; this nev-
ertheless would not account for the disparity in results between those who
were somehow able to correct the problems (e.g. in the case of Korea 1950

3 Itisnot our intention to attribute blame for past mistakes to any particular group or individual. As far as we can
tell, many of these mistakes were made from the sheer ignorance of the parties involved at the time. However, with
new analytical tools that are now available, it is clear to us that there is no reason for these mistakes or their con-
sequences to be prolonged, and that there is every reason for them to be repaired as soon as possible.

THE PATH TO PROSPERITY
12



to 2000, or Singapore 1965 to 2000) and those who have been unable to do
s0 (e.g. Ghana 1950 to 2000, or First Nations people under the Canadian
Indian Act). Why isthisthe case?

The General Case. We note that both the identification of earlier errors, and
the reasons for their compounding, are possible using the transaction cogni-
tion model. One original error occurred when First Nations people were eco-
nomically sidelined. Because Globalization 1 was based upon the acquisi-
tion of natural resources, the colonialist model was necessarily geared
towards the exploitation of colonies to extract natural resources. Thus, the
people side of economic development was vastly under considered as was
manifest, for example, by the sweatshops of the Industrial Revolution or by
the economic marginalization of First Nations people under the Indian Act.
The short sightedness of this error and its compounding negative conse-
guences are still being felt throughout the world—especially as Globalization
2 replaces the Cold War system as the dominant transacting system on the
planet [4]. It turns out that G2 is vastly larger than G1 and that rather than
natural resources retaining their status as the wealth creating core of global-
ization, it is now people within knowledge economies that are the key factor
in economic development [4].

Thus, the earlier marginalizations under the first globalization system and its
aftermath system, the Cold War, may turn out to have created—due to the
sheer size of G2— one of the greatest economic setbacks in history. The
opportunity costs of G1 thinking are thus enormous, whether it is from eth-
nic wars, cultural revolutions, the marginalization of women or reserve sys-
tems for First Nations people. Under the new rules of Globalization 2, any
mind that is under - or uneducated creates inevitable negative consequences
for economic development as we now know it.

The Case of First Nations People. It can be assumed, without harm to the
argument, that compounding of error in the case of First Nations people has
occurred with the best of intentions. However, without a clear knowledge of
the economic basics that has really only come into currency within the last
few decades [14-16], it appears to have been impossible to foresee how the
effects of past mistakes can have so compounded.

Given the ideas presented in the foregoing paragraphs, which have high-
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NEW MODELS FOR FIRST NATIONS ECONOMIC DEVELOPMENT

lighted the importance of transaction thinking, one might logically expect
that a solution to the disastrous state of on-reserve economies would be to
reduce the transaction costs of economic devel opment through increasing the
possession by First Nations of the transaction cognitions (entrepreneurial
thinking) necessary for transacting anywhere in the world [17]. Based on
this argument, it would follow that this course of action would have begun to
repair the damage caused by the original errors committed in Globalization
1. Instead, in attempts to redress the wrong, two complicating el ements were
introduced with profound negative economic consequences. (1) the owner-
ship of First Nation lands by the Crown (as represented by the Minister of
Indian Affairs), and (2) theinsertion of Band Councilsinto almost every ele-
ment of transacting on-reserve.

As we demonstrate in Chapter 4, the mandatory addition of these two addi-
tional parties to all transactions expands the cognitive complexity of suc-
cessful transacting from the mastery of three necessary cognitive mapsto the
mastery of ten such maps (see Figure 3). Consequently, asin any “short cir-
cuit,” productive energy has been erroneously and dangerously re-channelled
into purposes that are useless or damaging to economic development. From
an economic standpoint, these added layers therefore hinder rather than help.
Transaction costs are up, and economic development is down.

Thus, the mandatory addition of the Minister (Indian and Northern Affairs
Canada: INAC) and the reserve system to the basic transaction creates trans-
action costs due to “dead capital” [18]. Dead capital means that people on-
reserve have homes and buildings but not capital-building assets. Therefore,
without the property rights (collective or individual) necessary to create cap-
ital, the complexity of capital formation is unduly burdened by transaction
Costs.

And the mandatory insertion of Band Councils into transacting is the equiv-
alent of alowing the referees to aso be “on-field” playersin the game. The
resulting confusion, opportunities for corruption and for venal decision-mak-
ing also add transaction costs to economic development that doom it to bear
burdens that ordinary transactions within a market economy are not saddled
with. Thus, transactions fail and wealth that could and should be generated is
instead dissipated in ineptly conceived bureaucracy. Chapter 4 will thorough-
ly explain and illustrate the two cases shown in Figure 3.
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FIGURE 3
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Focal Areas

It is the legacy of the Indian Act that the strengths of First Nations people
have been dissipated, weaknesses magnified, opportunities denied and
threats to traditional economic means of support entrenched. The First
Nations economy in Northwest BC has flourished for many thousands of
years more than it has languished. It is clear from history that, prior to first
contact with Europeans during the first wave of globalization, the First
Nations economy was vibrant and successful [1]. In the pre-contact econo-
my in Northwest BC, economic strength among First Nations people con-
sisted, for example, of highly expert knowledge in the utilization of the nat-
ural environment (e.g. use and management of the fishery). Now, as the
result of a series of compounding mistakes that are rooted in the colonialist
use of ingtitutions, this has been reversed: from full employment prior to first
contact to the present 64% overal unemployment rate [2].

At thetime of first contact, First Nations people were not in possession of the
technologies required to lead in the first wave of globalization which includ-
ed, among other things, intercontinental ships, modern firearms and the insti-
tutions of imperialism. These weaknesses made us susceptible to the impo-
sition of the institutions of colonization through the use of coercive power
[3]. Further, First Nations people possessed no natural immunity to such dis-
eases as smalpox or other European diseases. When confronted with
European colonialism, therefore, these weaknesses magnified the dangersto
economic well-being that are inherent to transacting among unequally pow-
erful parties and, due to the power imbalance, minimized the likelihood of
the continuation of economic prosperity for First Nations people after first
contact.

From extensive discussions within our Think Tank meetings, it has become
apparent that colonial policies applied towards First Nations people at the
time were designed intentionally to dispossess us of power, both economi-
cally and politically. As a result of the reserve system and—as we will
argue—the continued lack of access to the requisite tools, fair access to the
modern economy has not been available. For example, in the on-reserve
economy, it appears to be fairly common that there is pressure for the lead-
ership to feel more accountable to the federal bureaucracy than they are to
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their own people [26]. Economically, this institutional quagmire amounts to
more than 130 years of damage under Indian Act institutions.

In addition to al of the above, economic threats have been introduced that
have become entrenched and, as a result, continue to compromise the First
Nations economy. Large areas of land have been occupied without treaty.
The fishery and forests have been intruded upon. And, in the past, physical
displacement of people has been the norm when the presence of First Nations
people has been seen as an impediment to non-First Nations economic plans.
And perhaps the greatest threat in the present era of Globalization 2 has been
the systematic breaking of the spirit of First Nations people, such that an
appreciation of education as an opportunity has instead been interpreted by
many members of the on-reserve community to be athreat to cultural identi-
ty (because of misuse in past decades of education as a colonial tool). Asa
result, there is unfinished business: questions that must still be answered.

Unfinished Business

The most important question that we have addressed is: What is needed to
repair this broken economic system and to take advantage of the opportuni-
ty presented by the next era of globalization to recapture and revitalize, and
indeed repair, the system such that the vibrant economy that is possible can
be aredlity?

As noted earlier, in our Think Tank deliberations, we have concluded that
there are at least three cornerstones of mastery within the Native House and
for the elimination of dependency:

1. Constructive governance institutions,
2. Property rights, and
1. Entrepreneuria thinking.

Accordingly, Chapter 2 that follows addresses governance, Chapter 3 pres-
ents the state of play in the area of property rights and, finally, in Chapter 4,
the nature and scope of effective transaction cognitions/ entrepreneurial
thinking in the First Nations case is explored in arigorously peer-reviewed
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and published research article [19].

It is the conclusion of the Think Tank that this published work offers a path-
way that leads towards the repair of past mistakes and offers real hope for
economic development that is built upon sound economic and legal founda-
tions. The economic model upon which our suggestions and recommenda-
tions are based implies that, through repair v. redress, we can provide a
means to restore equality to the playing-field.

It does not mean that we suggest that INAC or Band Councils be eliminated.
And it does not mean that we advocate individual v. collective property
rights. Nor does it mean that we suggest all business to be good.

The economic model that we recommend does, however, exclude extratrans-
action cost-adding players from the marketplace: the field of play. It aso
means that First Nations people should consider adopting the First Nations
Land Management Act, to allow dead capital to come alive for purposes of
economic development. Further, it meansthat governance systems should be
revised to support the foregoing. And, most importantly, it means that the
real enemy of economic development is ignorance—the LACK of transac-
tion/ entrepreneurial thinking.

Research has found that wealth creation is directly connected to entrepre-
neurial thinking in as many countries around the world as have been studied
[20, 21]. We believe that, as research continues, it will aso be found that
poverty isthe result of the absence of these thinking patterns which isalike-
ly extension of the foregoing research. Interestingly, in our informal studies
to date among prospective entrepreneurs on-reserve in Northwest BC, we
found no differences between the level of entrepreneurial thinking of First
Nations pre-entrepreneurs and those of the non-First Nations pre-entrepre-
neurs represented by entrepreneurship students at a large BC university.

Thus, the pathway seemsto be clear: foster high levels of transaction/ entre-
preneurial thinking in alarger portion of the on-reserve population®; provide

4 Asof this printing, data have been collected and analyzed from Australia, Belarus, Canada, Chile, China, Czech
Republic, France, Germany, Italy, Japan, Mexico, Russia, the United Kingdom and the United Sates of America.
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equal opportunities for on-reserve capital formation through attention to
property rights; and adjust or transform governance structures to minimize
the on-reserve transaction costs related to a Band Council governance system
that isin need of an economic development-friendly overhaul.

How can First Nations people in Northwest BC be mastersin their own house
and how can economic dependency be eliminated? We believe that, by
adopting key governance initiatives, by changing capital formation levels
and by changing the economic model, the benefits of the market system and
entrepreneurship will be increased, that damage from the past will be
repaired, that preparedness for the opportunities of the knowledge economy
will be maximized and that, thereby, prosperity and cultural well-being can
be achieved.

S we hope that it is not lost on the reader that the foundation for increasing transaction cognitions/ entrepreneurial
thinking is a strong commitment to education. However, we have discovered that there are some methods of educa-
tion that are more likely to produce transaction/ entrepreneurial thinking than are others [22]. And so we advo-
cate models consonant with individual learning styles and the cultural pre-preparation that we find already exists
in NWBC.
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