
high productivity by the individual and the family who can see a direct link 
between their work and the success of the business. When the enterprise is 
collectively owned, everyone’s - and therefore no one’s - equity is at risk, and 
other sources of motivation are required. This is where the community’s 
perception of the project is vital. If the project is a source of pride and 
accomplishment, those who make it successful are seen to bring honour to the 
community, which can be a powerful source of motivation for them. As one 
manager said, “pride breeds success and success breeds pride”. But if the 
business is a source of division or is seen as the preserve of a favoured few, 
this can have a direct bearing on how people approach their work.

The 20 people working at the granite quarry owned by the Torngat 
Ujaganiavingit Corporation in Nain are proud to be part of a project that is 
bringing money into the community, money that can be invested in other 
community projects. At first, there was pressure from the community to spread 
the work around so that a larger number of community members could work 
enough days to qualify for unemployment insurance benefits. It was later 
accepted that such a practice would prevent the development of an 
experienced work force and jeopardize the company’s productivity as well as 
undermine workers’ pride. It was also recognized that workers needed stable 
incomes to enable them to plan for the future.

Employees express their pride in the project in a number of ways: by wearing 
jackets identifying themselves as company employees, by upgrading their 
education in their spare time, and by making the operation of the company a 
major source of conversation in the communities. Employees wishing to take 
time off to hunt, fish or visit distant communities find a qualified person to fill in 
for them.

Merv Tiller, president and chief executive officer of the Tribal Council 
Investment Group of Manitoba Ltd., sees an example of this pride in his 
shareholders, the individual Manitoba tribal councils. Although they are always 
short of funds, the tribal councils have not stripped one of their companies - the 
highly profitable Pepsi-Cola bottling operation, Arctic Beverages - of cash 
assets. Instead, cash has been left in the company to pay down debt and fund 
future investments.

Much has been written in recent years about the effectiveness of team circles 
in business enterprises. Companies that have organized their work force in 
teams and given them major responsibility have generally found that people 
are more productive and innovative than workers reporting to supervisors. This 



approach mirrors the way many Aboriginal people have traditionally 
approached tasks. It avoids the individualism alien to most Aboriginal people’s 
traditions while still encouraging excellence in each person’s contribution to the 
team effort.

Equipping the community with needed skills

Ensuring that the management team and the work force is fully trained is a 
further challenge. While outside professionals can be hired at the beginning, 
depending on individuals with little commitment to the community can be risky. 
Without its own people at key places in the company’s operations, the 
community’s assets may be placed in jeopardy. Before undertaking a 
collectively owned enterprise, then, a community needs to consider whether it 
is prepared to support those who may need to leave the community for an 
extended time to gain education and experience.

Many managers conclude that it takes community members, in general, two to 
five years of work within the company to take over mid-level technical and 
managerial positions. For positions at the upper levels, at least twice as much 
time is required. More than just waiting for experience to be acquired is 
involved; much effort is also spent actively training employees to move to the 
next level.

The Commission heard of the gap in training available to Aboriginal middle and 
senior managers. We were told that what was needed was training that did not 
require long absences from the community but that could be taken over 
several years in blocks of several weeks at a time.

Companies have suffered major set-backs as a result of high turnover among 
non-community management. As pointed out earlier, nothing is needed more 
urgently than a large pool of Aboriginal men and women with the education 
and work experience needed for technically demanding jobs. The time taken to 
acquire this experience away from the community is a vital investment in the 
future.

Role for political leadership

Perhaps the biggest potential obstacle for collectively owned enterprises is the 
relationship between the political authorities and the managers of the 
companies.



Communities also have difficulties in separating political and commercial 
issues. In our experience, Aboriginal industry thrives where community 
governments choose to put development corporations and community-owned 
enterprises at arm’s-length from the political process for operational 
purposes.133

Management has a duty to reach agreement with the political leadership of the 
community on the overall goals for the enterprise and to be accountable in 
meeting those goals. But the detailed operational decisions - what skills are 
needed, who should be hired, when workers need to be laid off, what supplies 
to buy, who receives contracts - are the business of management. Interference 
in these matters from political authorities destroys managers’ confidence and 
their accountability.

Several collectively owned companies have found ways to preserve their 
operational independence while acknowledging their accountability to 
shareholders. Some stress these dual responsibilities during staff training 
sessions and in their literature. Some provide training on the responsibilities of 
board members with emphasis for elected politicians on the difference in their 
dual responsibilities. Council members from the Westbank First Nation who 
serve as the directors of the band corporations are not paid for the latter 
responsibility and are expected to focus on the profitable operations of the 
company. Any outside moneys they earn as directors or members of 
commercial boards during normal council working hours go directly to the 
band.

It is important that Aboriginal governments vest sufficient operating authority in 
the economic development organization. The role of these organizations varies 
with the community. For example, the Batchewana economic development 
institution, joint owner of Advanced Thermodynamics of Sault Ste. Marie, 
seeks out business opportunities, analyzes them, structures deals and 
oversees its investments by taking positions on its boards of directors. In the 
Westbank community, the economic development institution acts as a 
developer and landlord, spinning off business opportunities to individual 
community members.

But the economic development organization has to win the confidence of the 
political leadership. The chief executive officer of the Peskwayak Development 
Corporation, Glen Ross, says that this confidence has to be earned and can be 
built up only over time. But with it comes greater authority to act independently 



and in the best interests of the enterprise. The Tribal Councils Investment 
Group of Winnipeg experienced the same need to build and sustain the 
confidence of its shareholders, the seven tribal councils in Manitoba.

In many communities, chiefs and councils participate in initial planning 
sessions for the economic development organization and undertake annual 
reviews. This joint planning process keeps people motivated and enables the 
political leadership to assess the performance of the organization against its 
original goals. Planning sessions provide a means for formal accounting 
without interfering in the running of the business.

The performance of political institutions is important in another respect. Frank 
Lai, director of economic development for the Meadow Lake Tribal Council, 
attributes much of the success of his organization to the fact that the tribal 
council speaks with one voice. Management therefore reports to one boss, the 
council, and not its nine individual members. This creates a stable environment 
within which to build the business.

Other factors

A further factor that these managers said was of vital importance was ensuring 
that the nation had as much control over the development process as possible. 
The head of the Labrador Inuit Development Corporation, Fred Hall, put it 
succinctly: “Don’t let others take control of your development projects”. This is 
true whether it is advisers who want the community to do something it does not 
want to do, government officials who want the project structured to achieve 
objectives unrelated to the success of the enterprise, or banks and other 
funding agencies that want to be protected from project risk.

Merv Tiller of the Tribal Councils Investment Group stressed the importance of 
taking the time to examine all aspects of a project before investing. He has 
found that other parties, including government, wanted to close a deal too 
quickly, before due diligence had been exercised. Others warned of the 
temptation to accept without question outside advice because one’s 
organization is small and without the skills to develop business arrangements. 
Most managers stressed the need to achieve a profitable operation:

Losing money in a business is a waste of your resource. What you are in effect 
doing is subsidizing your stronger people and therefore you will have nothing 
left to help others. People had to be shown the need for a profitable project to 



generate money to invest in profitable projects in other communities. If your 
project becomes a make-work project you are on a treadmill to nowhere.134

“It is very important to have profit as a prime motivator in business,” says Chief 
Robert Louie of the Westbank First Nation. “People take pride in working for a 
profitable business and view it as their own company.”135 Employment is a 
second motivator in many instances. The general manager of the Burns Lake 
Native Development Corporation pointed out that most administrators on 
reserves have experience managing allocated funds to maximize job creation 
but that managing a company to make a product and sell it at a price that 
exceeds cost requires a wholly different mind-set.136

While most of the communities that are shareholders in Tribal Councils 
Investment Group understood the importance of profit, those that had their own 
experience setting up and running businesses were the most informed.

Communities that have successfully launched these kinds of enterprises share 
a common feature. Once the initial project is under way, work on other projects 
is stimulated, and business-minded people in the community take initiatives to 
start their own businesses. Developing self-reliant attitudes can be accelerated 
by a small, astute group who use their talent to create a project that moves the 
whole community forward. It appears essential for the success of these 
enterprises that a ‘champion’ (or more than one champion) step forward to 
commit to the project with a vision of what it can do to benefit the community at 
large.

Champions often spend thousands of hours getting an enterprise off the 
ground. All the businesses surveyed reported the need to overcome a series of 
obstacles: unhelpful banks, cumbersome government bureaucracies, business 
partners that don’t follow through on commitments, poor initial purchase 
decisions, inadequate management experience and lack of confidence in the 
process. These businesses, and many more collectively owned enterprises, 
persevered to overcome these obstacles. Others did not, and their collapse 
often damaged gravely the confidence of their communities.

Many of these firms have entered into joint venture arrangements with non-
Aboriginal companies. These are launched for a variety of reasons. The other 
firms may have access to technology, management, markets or financial 
resources that make partnership advantageous for the community firm. 
Managers felt it was critically important to understand what the Aboriginal party 



was bringing to the table and the value of that to the prospective non-
Aboriginal partner. When communities understood and developed their 
sources of competitive advantage, it worked in their favour.

The Burns Lake Native Development Corporation worked hard to get sizeable 
timber rights from the British Columbia government, which it could then bring to 
the table in negotiations with Weldwood to form Burns Lake Specialty Woods. 
The Labrador Inuit understood the value of their granite. Batchewana Band 
Industries Ltd. knew that its potential partner was seeking a northern location 
to put it in a better position to bid on defence contracts. Each of these 
Aboriginal firms invested long hours and considerable resources to understand 
their advantages and to ensure their credibility.

Much has been learned from experience with partnerships. It is vital that 
factors such as meaningful representation on the joint venture’s board of 
directors and within the company’s management be obtained by the Aboriginal 
party.

With the passage of time and the increase in personal wealth, a number of 
these companies may decide to sell shares to the Aboriginal or general public 
so that there is a greater measure of private ownership. Some communities, 
such as Westbank, are selling their corporations to individual community 
members in order to free up capital for investment in new ventures. This 
approach is not yet widely practised, largely because the necessary private 
wealth is not yet available. There is little question that the community-owned 
corporation - whether at the level of the individual community, the region or the 
Aboriginal nation - will continue to be a major instrument by which the 
Aboriginal economy is developed in most parts of the country.

A Nation can come up with the best systems and processes yet, if there is no 
community involvement, it will not facilitate the business of the Nation, because 
the members had no part in the determination of it.137

Access to markets

Any business that is not subsistence oriented has to find a market for its goods 
and services, and this can be difficult for new enterprises starting out or for 
existing firms in a competitive environment. The problem is particularly difficult 
when social or geographic isolation separates a business from its potential 
market.



There is no magic formula for resolving market-related problems. In the 
contemporary economy, there are few sheltered markets left, and in the end 
there is no substitute for a high- quality product (whether a good or a service) 
offered at a competitive price and promoted in the marketplace by a sales 
team with highly developed marketing skills. However, the Commission’s case 
studies and other information sources reveal a number of strategies that could 
be helpful to Aboriginal businesses. Some of these have implications for public 
policy.

Import substitution

Many Aboriginal communities have made progress with a strategy of import 
substitution, seeking to provide goods, services or programs to their 
communities that were previously provided by firms, organizations or 
governments external to the community. The Shuswap Tribal Council, for 
example, identified the high level of economic leakage from its communities 
(discussed earlier in this chapter) and adopted a strategy of developing local 
businesses to serve one or more of its communities. By acting at a tribal level 
and demonstrating the collective purchasing power of the Shuswap people, it 
has been possible to negotiate with off-reserve businesses for employment 
and business opportunities (for example, to establish a franchise travel 
agency). Other communities have established grocery stores or gas stations to 
capture at least some of the business of their residents. A few have joined 
together to purchase small airlines, trucking companies and food wholesalers 
and retailers.

Contracts, not subsidies

In terms of export-oriented strategies, some Aboriginal business people argue 
that they should be given contracts, not subsidies. What they mean is that 
government departments and other funding agencies often appear more willing 
to subsidize Aboriginal businesses than to purchase goods or services from 
them. While there may be a need for continued subsidies to emerging 
Aboriginal businesses that have difficulty getting capital, if self-sufficiency is a 
major goal it is necessary to balance these subsidies with procurement policies 
and practices that ensure Aboriginal businesses receive a fair share of 
contracts to provide governments with goods and services.

The development of set-aside programs, which would ensure that Aboriginal 
businesses obtain a specified proportion of contracts given out by 



governments, is therefore an important policy direction that would support the 
development of Aboriginal businesses. An initiative along these lines is being 
pursued by the federal government, which has announced a strategic 
procurement policy favouring small businesses and Aboriginal businesses. The 
policy would “give them exclusive access to purchases below $125,000 when 
qualified, cost-effective suppliers are available”. Another program would set 
aside “selected procurement over $125,000 for preferential bidding by 
Canadian small and Aboriginal businesses, where potential exists to support or 
develop innovative firms and where cost-effectiveness can be ensured. 
Increased emphasis will be placed on requiring prime contractors to provide 
subcontracting plans to Canadian small and Aboriginal businesses”. There are 
also plans for a set-aside program for Aboriginal businesses “for procurements 
destined primarily for Aboriginal populations, where cost-effectiveness can be 
assured”.138

This initiative has the potential to open up markets for Aboriginal businesses, 
although much will depend on the manner of its implementation. There is 
concern, for example, that if Aboriginal businesses are placed in the same 
category as all small Canadian businesses, they will be overwhelmed in the 
bidding process. There is also no special provision for assisting businesses 
owned by Aboriginal women.

The larger difficulty is that set-aside provisions are not being used in many 
jurisdictions. Until this initiative, the federal government had resisted the idea, 
and there is little such activity in provincial and territorial governments. Only a 
small number of urban governments, notably those in Halifax, Dartmouth and 
Toronto, are gaining experience in assisting such businesses.

Trade expansion initiatives

Another option that deserves further examination is expanding trade, both 
among Aboriginal communities and with non-Aboriginal customers. In trade 
among Aboriginal communities, there is a strong demand for specialty 
products, such as country foods and materials for arts and crafts production. 
There are also examples of links between Aboriginal producers and harvesters 
in rural areas and Aboriginal owners of retail outlets selling goods such as fish, 
blueberries and wild rice. Urban businesses can perform service functions for 
rural communities - for example, serving as a broker for the purchase of 
materials in bulk for distribution in rural communities, or building and managing 
housing for students and others who migrate to urban areas. These 
intercommunity links can also be extended to the international level, and 



indeed some examples are emerging in different parts of the country.

The brief to the Commission by the Canadian Association for Aboriginal 
Business recommends the establishment of an Aboriginal trade commission to 
promote Aboriginal products.

An Aboriginal Trade Commission (ATC) should be established. The 
Commission would serve the dual purpose of: (1) promoting trade among 
Aboriginal businesses, Aboriginal and non-Aboriginal governments, and the 
private sector, and (2) assist and promote the trade of Aboriginal goods and 
services abroad ... .An Aboriginal Trade Commission would act as an 
important conduit for Aboriginal goods, services and market information in 
national and overseas markets. The ATC should coordinate a “Buy Aboriginal” 
marketing strategy, identifying products made by Aboriginal companies and 
entrepreneurs, and advertising them in a manner similar to the “Buy Canadian” 
strategy. Small and geographically isolated communities could work through 
the ATC to help identify viable economic opportunities for local goods and 
services. A permanent secretariat should be created, and offices should be 
established in every province and territory. Offices should immediately operate 
in countries where market opportunity presently exists (e.g., Japan, Germany, 
Great Britain, Hong Kong, Sweden).139

Pursuing niche markets

Promoting Aboriginal trade could lead to growing economic opportunities for 
Aboriginal people in specific sectors of the economy, especially those in which 
Aboriginal people have a competitive advantage arising from factors such as 
land claims settlements, the location and natural resources of communities, 
jurisdictional advantages, and cultural understanding and values. Examples 
include the following:

• Aboriginal arts and entertainment, showcasing the wealth of Aboriginal talent 
in cities such as Toronto, Montreal, Edmonton, Vancouver and Ottawa;

• eco-tourism, allowing distinctive Aboriginal environments to attract a public 
that is becoming increasingly interested in ecologically sound forms of 
recreation; and  

• clothing designed and made by Aboriginal people, including winter clothing 
produced in northern communities.



Research is needed to identify specific opportunities and to counter the 
barriers to access experienced at the community level.

Other strategies

Other initiatives include converting services currently provided by the public 
sector to private Aboriginal enterprises, as in the recruitment of Aboriginal 
people for the federal public service to fulfil the government’s commitment to 
employment equity. New markets can also be reached by Aboriginal 
businesses entering into joint ventures with established non-Aboriginal 
businesses.

The most beneficial form of intervention to expand markets would be the 
initiation of effective set-aside programs by all levels of government as part of 
their procurement strategy and the development of a capacity to promote trade 
in Aboriginal-produced products.

The Commission is not convinced that a single national body, such as the 
proposed Aboriginal trade commission, could effectively advance trade in a 
wide variety of goods and services. There is also the danger that such a body 
would be too remote from the ideas and concerns of those it is designed to 
serve. Instead, the Commission believes that the objective of trade promotion 
will be better served by the sectoral and nation-level economic development 
institutions discussed earlier. In addition, the international trade promotion 
services of the federal government, as well as provincial consulates abroad, 
should become skilled in the promotion of Aboriginal-produced goods and 
services.

Recommendations

The Commission recommends that

2.5.19

The capacity for trade promotion be built into the sectoral and other economic 
development organizations of Aboriginal nations, as appropriate.

2.5.20



The international trade promotion agencies of the federal and provincial 
governments, in co-operation with Aboriginal producers and economic 
development institutions, actively seek out markets for Aboriginal goods and 
services abroad.

2.5.21

Provincial and territorial governments join the federal government in 
establishing effective set-aside programs to benefit Aboriginal businesses and 
that municipal governments with large proportions of Aboriginal residents also 
undertake these programs.

Access to capital

Generally, access to capital is a problem for small businesses in Canada, 
especially those located in less developed regions of the country.140 In 
Aboriginal communities, the lack of capital is often cited as the principal 
constraint facing those who wish to establish or expand business ventures. For 
example, the Commission’s community case studies reveal the frustration of 
on-reserve business people with restrictions imposed by the Indian Act; the 
limitations placed on business activity by the lack of financial institutions, in 
northern communities especially; the lack of capital to launch businesses in the 
Metis settlements of northern Alberta; and the shortage of capital for Métis and 
First Nations enterprises in urban areas. Similarly, the Commission’s research 
on Métis agriculture shows that 90 per cent of Métis owners of small farms in 
the prairies would like to expand their farming operations, but that 80 per cent 
lack capital.141

The issues involved in improving access to capital are complex, and there is 
no single solution. It is encouraging, however, that there are numerous 
initiatives - some of them quite innovative - to resolve the problems, including 
the growing involvement of Canada’s chartered banks and the credit union 
movement (the caisses populaires in Quebec).

In this section, the factors that restrict the availability of capital to Aboriginal 
businesses are examined. We then move to a discussion of the role of 
financial institutions in helping to resolve the problem, as well as the 
contribution of other programs or initiatives. The section concludes with a 
discussion of the Indian Act and how the limitations it places on access to 
capital are being surmounted.



Barriers to access to capital

The following are the most important limitations that stand in the way of access 
to capital for Aboriginal businesses:

• The Indian Act. The Indian Act contains certain provisions that make it very 
difficult for lenders to secure loans using land and other assets located on-
reserve as collateral. These provisions serve as a significant deterrent to 
financing business activity on-reserve.

• Socio-economic conditions. Communities with high levels of unemployment 
and low incomes provide few opportunities for individuals to accumulate 
savings that might be used for business investment. These limitations are 
particularly acute for Aboriginal women if they are sole-support parents, as 
many are.

• The size and location of communities. The small size of Aboriginal 
communities and their location far from urban areas can be deterrents to the 
development of financial institutions, such as bank branches, in the 
community.

• The characteristics of the businesses. The vast majority of Aboriginal 
businesses are small in size, and most provide services to the local 
community. Mainstream lending institutions view these businesses as high 
risks. As well, small loans entail high relative administrative costs. Under these 
conditions, more stringent conditions may be demanded, such as a higher 
level of interest and more security.

• The characteristics of the entrepreneurs. While a skilled entrepreneurial class 
is re-emerging in Aboriginal communities, many of those applying for loans, 
grants or equity investments have little education and training and a short or 
uneven track record in business. They may have limited knowledge of 
alternatives in acquiring capital and need help with the process.

• The characteristics of the lending institutions. Major lending institutions have, 
until recently, largely ignored the financial needs of Aboriginal communities, 
except in so far as local bank branches

may have served a neighbouring band council. If loans have been made, the 
banks have usually insisted on having the loan guaranteed by the government.



Banks, trust companies and government departments are all institutions 
informed by a corporate culture and accustomed to dealing with clients who fit 
into pre-established frameworks. Their bureaucratic organization and 
application requirements bear little relationship to Aboriginal conditions. Their 
major offices are located in urban areas. Until recently, few Aboriginal people 
have worked for them, particularly at senior levels. Interveners making 
submissions to the Commission pointed to problems of cultural difference, the 
lack of understanding of the needs and visions of Aboriginal applicants, and 
stereotyping and discrimination.

• Gaps in coverage. In the Commission’s hearings and through its research 
program, Commissioners became aware of important gaps in the provision of 
capital and other financial services. First, many Aboriginal communities, and 
especially those in northern areas, do not have access to financial services. 
(See Volume 4, Chapter 6 for a detailed discussion of this issue.) Second, 
important constituencies, such as Aboriginal women and Aboriginal residents 
of urban areas, do not have as much access to Aboriginal and mainstream 
financial institutions as they would like. Third, Aboriginal business projects of a 
substantial size that create activity beyond particular communities or regions 
are not well served by institutions with a more limited reach.

• The amount of capital available. This factor is more controversial and more 
difficult to establish empirically. It is worth considering whether there is 
sufficient capital available on reasonable terms to meet the needs of Aboriginal 
businesses, quite apart from the specific barriers to access just listed. Some 
argue that the shortage is in the availability of sound business proposals or in 
the match between potential borrowers and lenders. They claim that existing 
sources of capital are not fully utilized. Many of the Commission’s case studies 
of Aboriginal economies identified projects that cannot proceed because of 
lack of capital. The brief of the Aboriginal Peoples Business Association of 
British Columbia estimated the gap between client needs and the availability of 
capital from seven B.C. Aboriginal capital corporations at some $43 million.142

Promising directions

The Commission found evidence of some promising activities in financial 
institutions, and heard ideas about what might be done in the future at several 
levels: community, regional and Canada-wide.



Community level: making banking services available

Most Canadians take for granted the presence of a bank, trust company or 
credit union close to where they live or work. They would find it hard to imagine 
organizing their financial affairs without such a service nearby. This is 
especially true for businesses, which need to deposit receipts, pay employees 
or apply for loans. Yet most Aboriginal communities have no financial 
institutions. The closest one may be hundreds of miles away, and its staff may 
have little understanding of, or empathy with, the conditions under which 
Aboriginal businesses operate. As a result, community residents tend to cash 
cheques at a discount at local stores, cheque transactions take a long time in 
transit, and cash dealings are minimal and inconvenient. Car loans are 
obtained not from banks but from car dealers at high rates of interest.

In recent years, some credit unions and bank branches have been established 
within Aboriginal communities. However, much remains to be done. Local 
financial institutions are important for economic development not only because 
they provide financial services to businesses but because they encourage 
savings, guarantee deposits, and allow loans to be made under controlled 
conditions. Stereotypes of poverty-stricken Aboriginal communities 
notwithstanding, the fact is there are individuals with savings that could be put 
to work for the economic development of the community if the proper 
environment for investment was created.

Commissioners heard about the success of credit unions in some Aboriginal 
communities, such as the Caisse Populaire at Kahnawake and the Northwest 
Credit Union in Saskatchewan.143 Indeed, some credit unions, such as those 
located at Wendake (Village-des-Hurons, near Quebec City) and Matheusiash 
(Pointe Bleue, in the Saguenay region) have been in existence almost 30 
years. There are also plans for expansion. The Mouvement Desjardins (a 
network of caisses populaires, or credit unions) is planning to establish new 
branches in the Cree and Inuit areas of Quebec and is working with Aboriginal 
financial institutions, the Quebec labour movement and the provincial and 
federal governments to set up a $10 million venture capital corporation.144 It is 
also examining the possibility of creating an Aboriginal registered retirement 
savings plan.

For some communities, the co-operative principles underlying credit unions are 
more in keeping with Aboriginal culture than are the principles governing 
privately owned financial institutions. There are credit unions serving a 
population base as small as 900 persons. Once established, they provide a full 



range of banking services and can be used as a repository for savings and a 
source of loans. They are controlled by and made responsible to their 
membership within each community. They provide essential training for staff, 
board members, and directors. Many credit unions are active in the 
development of their communities and are part of a Canada-wide network that 
provides training, support, and financial stability to new member institutions.

In Canada, credit unions are provincially licensed, and provincial governments 
guarantee their deposits, which facilitates adding new members to the network. 
In the far north, where the scarcity of financial services is particularly acute, 
there is no existing system to be joined, and there are major start-up costs to 
establish a network of credit unions. Briefs to the Commission suggested that 
the federal government join with co-operatives and credit unions to “provide 
direct and adequate financial investment to allow for the establishment of 
financial services in our communities through the development of community 
credit unions”.

The provision of financial services in our communities is essential to the 
development of our people individually and to our economy generally. There is 
a demonstrated lack of access by our people to financial services through their 
absence in our communities, and frustration in attempting to deal with officials 
of the banks that do exist in the regional centres of the Northwest Territories. 
Access to financial services through our credit unions will provide individuals 
with valuable experience and training in managing finances ... twelve per cent 
of local households in the communities would participate as staff, directors or 
on committees of the local credit unions. This represents an opportunity for our 
people to learn financial skills through participation at a time when those skills 
are in urgent demand with the implementation of land claim agreements.145

Apart from the establishment of credit unions, issues relating to their effective 
operation need to be resolved, such as the tax status of investment earnings.

In the past, banking institutions have not been enthusiastic about providing 
services in Aboriginal communities. Indeed, they have been almost completely 
absent. They also do not have a good record of hiring Aboriginal staff. 
According to a 1994 report, the ‘big five’ banks had only 26 offices or banking 
machines on reserves across the country. Less than 1 per cent of their full-time 
staff were Aboriginal, and almost all of them worked at the junior clerical 
level.146 These conditions are now changing for a variety of reasons. Among 
them appear to be the prospect of an expanding Aboriginal clientele and the 



developments in comprehensive land claims and treaty entitlements.

Banks and Aboriginal communities seem committed to improving Aboriginal 
people’s access to banking services. Evidence is in the formation of a joint 
working group by the Canadian Bankers Association and the Assembly of 
Manitoba Chiefs to suggest ways of reducing barriers that First Nations people 
encounter at mainstream banking institutions. The areas covered by the 
working group suggest the concerns of both the banks and the First Nations:

• building management, administrative and business expertise;  

• financing in remote areas;  

• the issue of collateral among First Nations;  

• bridging the cultural gap; and  

• phasing the transition to First Nations financial independence.

Other initiatives include increased efforts by some banks to provide services in 
Aboriginal communities and to make loans to economic development projects 
or agencies. Several banks are trying to find ways around Indian Act 
restrictions on lending on reserves. There has also been an increase in the 
hiring of Aboriginal people. Recently, the federal government agreed to make 
the provisions of the Small Business Loans Act - loans provided through the 
banks but guaranteed by the government - available to businesses located on 
reserves.

While some progress is being made, the Commission believes that much more 
remains to be done. The means are now available to provide all Aboriginal 
communities with banking machines or sub-branches open a few days a week. 
A population of 3,000 to 4,000 people should be enough to merit the opening 
of a full-service bank branch or credit union. Individual branches may serve a 
small clientele, but economies of scale could be achieved if a bank or credit 
union negotiated with Aboriginal leaders in larger regions for branches to serve 
a number of communities. The arrangement would need to be structured to 
avoid abuses of monopoly power, but this approach would be more efficient 
than haphazard competition among financial institutions.

This approach is being pursued in Saskatchewan by a joint venture between 



the Toronto Dominion Bank and the Federation of Saskatchewan Indian 
Nations. Negotiations to develop the First Nations Bank of Canada are being 
concluded. This will see a deposit-taking bank created with initial capital of $11 
million, of which $10 million will be invested by the Toronto Dominion Bank and 
$1 million by the Saskatchewan Indian Equity Foundation. It is proposed that 
the bank start in Saskatchewan but become national in scope. A formal branch 
network is not planned but the new bank will use electronic banking services to 
connect with customers. Initially, transactions will consist chiefly of deposits 
and commercial, rather than personal, loans.147

Measures critical to the success of these approaches include a predominance 
of trained Aboriginal employees, use of Aboriginal languages in the branches, 
elimination of legalistic and bureaucratic language, wide availability of 
information, and the provision of business training programs for clients.

Recommendation

The Commission recommends that

2.5.22

Banks, trust companies and credit union federations (the caisses populaires in 
Quebec), with the regulatory and financial assistance of federal, provincial and 
territorial governments, take immediate and effective steps to make banking 
services available in or readily accessible to all Aboriginal communities in 
Canada.

Community level: micro-business lending and support programs

In recent years, more attention has been focused on the contribution that very 
small businesses can make to the economic development of a community in 
general and to providing business-related income for women in particular. 
Micro-businesses, as they are called, can be initiated with very small amounts 
of capital - loans of perhaps $1,000 to $2,000. The brief to the Commission 
from Economic Development for Canadian Aboriginal Women gives examples 
from developing countries to show how such loan funds operate.148 Examples 
include the Grameen Bank in Bangladesh, the Self-Employed Women’s 
Association Co-operative Bank in India, Women’s World Banking (based in 
New York), the Kenya Women’s Finance Trust, and the Asociación dominicana 
para el desarrollo de la mujer in the Dominican Republic.



In Canada, at least two groups operate in this tradition. The best known is the 
First Peoples Fund, established by the Calmeadow Foundation. Begun as a 
trial experiment on three Ontario reserves, the fund is now being established 
Canada-wide and is aimed particularly at reaching Aboriginal women on 
reserves. A representative of the fund described the program at our Toronto 
hearings:

This is how it works. The community raises 25 per cent of the cash required to 
secure an operating line of credit [from a bank or credit union]. The First 
Peoples Fund guarantees 50 per cent of the line and makes arrangements 
with the participating financial institution to provide a line of credit for four times 
the amount of the community security. This line of credit serves as the 
community’s loan fund.

Potential borrowers form circles of from four to seven individuals - business 
owners or potential business owner/operators - who in effect co-sign or 
guarantee each others’ loans. That is, if one person gets a loan, each of the 
other circle members have approved that loan and have agreed that they will 
pay off the loan if the borrower does not. Each of the circle members 
understands that if a loan is defaulted by someone in their group, there will be 
no more money advanced to any member of the group until the loan has been 
paid in full by the borrower and/or by the circle.

There is no collateral or equity needed by the individual borrower. Rather, their 
reputation or good name in the community is used by other community 
members to assess their credit worthiness and to make the decision on 
whether that person will receive that loan or not.149

There are also provisions for having the community gradually take over 
Calmeadow’s portion of the security.150

An example of a somewhat different approach is provided by the SEED Project 
in Winnipeg. Here, the intended beneficiary is the community in the inner city, 
especially people with a family income of less than $30,000. Interested people 
are invited to apply for loans and then are interviewed, screened and asked to 
attend a one-day meeting with staff and other potential borrowers. At this 
event, there is discussion of the business plan and of borrowing obligations. If 
the loan is approved by a participating credit union, a mentor is assigned to 
provide advice and support until the loan is repaid. The average loan is $5,000, 
with a maximum of $10,000; very little security is required.151



SEED is funded by grants from a foundation and a credit union. SEED reports 
that obtaining core funding is the most difficult part of its operations. If 
governments wish to contribute to making micro-lending projects more widely 
available, they could do so by contributing to the organizations that co-ordinate 
this service. Both the projects described here have very low levels of default on 
loans, and they generate employment at a fraction of the cost of more 
conventional lending programs.152

Recommendation

The Commission recommends that

2.5.23

Federal, provincial and territorial governments, as well as financial institutions, 
support

the development of micro-lending programs as an important tool to develop 
very small businesses. Governments and institutions should make capital 
available to these programs and support the operating costs of the 
organizations that manage them.

Community level: revolving community loan funds

These funds are usually small and are established by non-profit organizations 
that make short-term loans to community enterprises and local projects. 
Religious organizations, foundations or businesses may be among those that 
establish the revolving fund, but governments could help by providing loans to 
the fund. Once the community fund has reached a sufficient size to be self-
sustaining, the government loans could be repaid.

Some Aboriginal communities have established revolving loan funds, using as 
their capital base funds from programs such as those that support housing in 
the community. This is the case at Six Nations and Kahnawake, where housing 
is managed through a non-profit corporation. Rather than granting individual 
housing subsidies to home owners, a portion of the money is made available 
as a loan to those who can afford to repay. Once the loan is retired, the funds 
become available for other loans.



This approach need not be restricted to housing funds. The Indian affairs 
department’s community economic development officer program has a 
mandate to support community economic development. These funds usually 
cover the cost of hiring economic development staff, but communities have 
also used the funds for other related purposes. The Gwich’in, for example, 
have set aside a portion of their allocation to be used as a revolving loan fund.

The funds currently administered by the Aboriginal business development 
program, now known as Aboriginal Business Canada, could be given to 
Aboriginal development corporations, as we proposed earlier. They would form 
the basis of a revolving fund for loans and equity investment. Once the 
business becomes established, the entrepreneur would buy back the shares 
owned by the development corporation and the released funds could be 
invested elsewhere.

One of the hurdles to be overcome in implementing these approaches is the 
belief that individuals have a right to receive these funds directly from 
government and in the form of grants rather than loans. Some payments are 
regarded as a treaty right. What is common to the initiatives described above is 
that the funds are provided, in the first instance, to a development organization 
and then to the individual - and typically more in loan than in grant form.

Particularly in light of reduced government funding, Aboriginal communities 
need to learn from each other about innovative ways to obtain the most 
mileage from the funds they currently receive.

Recommendation

The Commission recommends that

2.5.24

Revolving community loan funds be developed and that federal, provincial and 
territorial governments review their policies about the establishment and 
operation of such funds and remove administrative and other barriers.

Community level: access to equity capital

Gaining access to seed capital or equity is challenging for all entrepreneurs, 
and frequently more so for Aboriginal entrepreneurs. Access to financing in 



general, and equity financing in particular, was a recurrent theme in our 
hearings. It must be recognized, however, that acquiring the necessary equity 
is part of what determines an individual’s suitability for the venture. The great 
majority of entrepreneurs set aside money for the day they start their own 
businesses. Many approach friends or family. Others seek outside investors. 
The entrepreneur has to investigate the business opportunity and develop a 
business plan that convinces outside participants that their money is well 
invested. All of this tests the resolve of the entrepreneur and, as such, is 
essential to the process.

Most government programs designed to help entrepreneurs acquire seed 
capital insist that they come to the table with a minimum amount of equity of 
their own, as well as a sound business plan. The programs then supply 
sufficient equity to ensure the business a base to apply for debt financing from 
a commercial or Aboriginal financial institution. An increasing number of 
Aboriginal governments administer similar programs. For both Aboriginal and 
other government programs, the provision of equity by the individual has 
become an important means of assessing commitment.

Acquiring equity capital is an essential component of economic development. 
Canadian governments at one time provided similar financing programs for 
small businesses. In the face of fiscal restraint and increasing sophistication of 
small business financing, these programs have been suspended almost 
universally. However, supplementing equity capital is a continuing and vital 
requirement for Aboriginal entrepreneurs who face unique barriers. That this 
investment generates positive returns is demonstrated by a study of the federal 
Aboriginal business development program, which found that firms returned 
$1.20 in taxes for every $1.00 invested in them by the program.153 The 
delivery of this support and the source of its funding are matters that bear 
further consideration, but it is apparent that its availability is in direct proportion 
to the rate of small business creation.

Recommendations

The Commission recommends that

2.5.25

Federal and Aboriginal governments ensure that programs to provide equity to 
Aboriginal entrepreneurs



• continue for a least 10 more years;  

• have sufficient resources to operate at a level of business formation 
equivalent to the highest rate experienced in the last decade; and  

• allow for a growth rate of a minimum 5 per cent a year from that level.

2.5.26

The contribution of equity capital from government programs always be 
conditional on the individual entrepreneur providing some of the equity 
required by the business from the entrepreneur’s own funds.

2.5.27

Resources for economic development be an important element in treaty 
settlements.

2.5.28

Aboriginal nations that have entered into modern treaties, including 
comprehensive claims, fund their programs to provide equity contributions to 
entrepreneurs from their own revenue sources, with businesses retaining 
access to all government programs available to mainstream Canadian 
businesses.

2.5.29

Equity contribution programs funded by the federal government be 
administered as follows:  

(a) Programs be administered wherever possible by Aboriginal institutions 
according to development arrangements set out above.  

(b) Funds for this purpose be allocated to the nation concerned as part of a 
general economic development agreement.  

(c) Programs be administered by federal officials only where Aboriginal 
institutions have not developed to serve the client base.



Regional level: Aboriginal capital corporations

Aboriginal businesses need to obtain financing at the lowest possible rate of 
interest and in a fashion suited to their particular needs. Some have 
established satisfactory relationships with bank branches or credit unions. 
However, there is also a strong need for institutions tailored specifically to the 
needs of Aboriginal business clients.

Under the Native economic development program and its successor, the 
Canadian Aboriginal economic development strategy, the federal government 
established 33 Aboriginal capital corporations across the country. These 
lending institutions, which are governed by Aboriginal boards and have a 
capital base of $4 to $5 million on average, provide commercial loans and loan 
guarantees to small Aboriginal businesses. They do not provide deposit or 
other services usually provided by banks and trust companies.

In establishing Aboriginal capital corporations (accs), the intention of the 
federal government was to make available a lending source for Aboriginal 
businesses unable to secure conventional financing. The dilemma facing accs, 
however, is that their mandate is to serve a high-cost, high-risk market - small, 
emerging businesses that require considerable support and assistance. Yet, 
unlike banks and other financial institutions, which have various ways to earn 
income, accs are expected to become self-sufficient on the earnings of interest 
charges alone. More precisely, they are expected to cover both their loan 
losses (which can be substantial in view of their mandate) and their operating 
expenses from the money they earn in interest revenues, without dipping into 
their capital base. While accs were given some start-up funding for operating 
costs, they no longer receive operating assistance. A 1993 review of their 
operations concluded that two-thirds of accs were not able to manage within 
the terms of such a restrictive mandate.154

Aboriginal capital corporations are thus in a difficult position, and they are 
trying various means to cope with the situation. First, they charge fairly high 
rates of interest and offer little flexibility in that rate. They may also be tempted 
to shift to lower-risk loans so that their revenues are not eaten up by loan 
losses. However, this requires them to be much more selective (which is time 
consuming) and moves them away from the constituency they were originally 
designed to serve.

While accs across the country face this dilemma, a particular solution may not 



apply in all cases. From the standpoint of promoting economic development, 
however, accs are necessary, and the Commission believes that their 
structural problems must be resolved, even if the prescription differs from one 
case to another. Several measures could address these problems. For 
example, the federal government could recognize the important role of accs 
and mitigate the unrealistic demands placed on them by providing a continuing 
operating subsidy in compensation for the important role they perform.

The mandate of the corporations could be expanded to include roles that 
would yield additional sources of revenue. For example, some of the housing 
funds currently administered by the Canada Mortgage and Housing 
Corporation (cmhc), which take the form of capital for mortgages and 
construction, could be channelled through accs, which in turn would administer 
loans to Aboriginal communities or to urban corporations for their housing 
programs. Similarly, housing loan guarantee funds from the Indian affairs 
department could be channelled through accs. Indeed, cmhc has recently 
entered into an agreement with several accs, allowing them to administer 
mortgages, a development that should be expanded as rapidly as possible.

Another option consistent with an expanded mandate is the investment credit 
union model in place in Quebec. This model stops short of providing consumer 
services such as savings and chequing accounts but provides consumer and 
business loans and has the capacity to engage in joint ventures and to invest 
surplus funds in other financial vehicles. Other proposals are more 
ambitiousfor example, converting accs into full-fledged bank-type institutions 
that would take deposits, make consumer loans and mortgages, and sell 
guaranteed investment certificates. It is difficult, however, for one kind of 
financial institution to make the transition to another. For this transition to work, 
accs would need to develop a reputation as safe havens for deposits and 
investments. It also carries the risk that the capital corporations would be 
diverted from their main purpose, which is to serve as a development rather 
than a commercial institution and to serve the small and emerging business 
sector.

The capital base of the accs could also be expanded by attracting investment 
from the private sector, including chartered banks, and from bands with money 
to invest, including revenues derived from comprehensive claims settlements. 
There are already some initiatives along these lines. For example, the 
Saskatchewan Indian Equity Foundation is working with the Toronto Dominion 
Bank to establish an improved financial institution able to raise capital from a 
variety of sources. The Bank of Montreal has begun to make loans to some 



accs, and in conjunction with other banks has proposed the creation of a First 
Peoples trust that would make capital available to accs for loan purposes, as 
well as to individual Aboriginal communities for housing and infrastructure 
projects.

The federal government can encourage these kinds of initiatives in at least 
three ways. The first is by providing guarantees to those who invest their 
capital in accs or Aboriginal community projects. This is one of the principal 
features of the First Peoples trust proposal.

Second, the Department of Indian Affairs and Northern Development (diand) 
currently provides direct loans and loan guarantees to Aboriginal businesses 
under the Indian Economic Development Fund (iedf). As accs have spread, the 
need for diand to make iedf loans is restricted largely to geographic areas 
where capital corporations are not active. The department is considering a 
proposal that would make these funds available to accs (and to other 
Aboriginal financial institutions such as credit unions) in order to guarantee the 
investments of those who contribute capital to the loan programs. This would 
not only permit the corporations to expand their capital base but do so in a 
manner that reduces the risk to those who contribute their resources and, 
hence, the interest rate they seek.

The federal government could also encourage Aboriginal capital corporations 
to seek capital from non-governmental sources by providing an interest 
subsidy on the capital raised and offering this subsidy to accs that perform 
well. Such a subsidy would reduce the cost to the corporation of borrowing 
funds from private sector sources (for example, from 8 per cent to 4 per cent) 
and would increase the spread between its capital cost and the revenue 
gained from lending. Depending on the size of the subsidy, this arrangement 
might also permit accs to offer loans at more attractive rates than currently 
possible.

A further option is to improve the administration of weaker accs in areas such 
as the qualifications of staff, separation from politics, operational costs and 
attention to revenues. It may also be necessary to consolidate the number of 
institutions through mergers or by linking those that are struggling with those 
on a stronger footing. This is one of the directions that emerged from Industry 
Canada’s review of the Aboriginal capital corporation program, and some accs 
are taking steps to co-ordinate and consolidate their operations.155

In conclusion, apart from the basic structural problem facing accs, issues 



relating to accessibility also came to the attention of the Commission. As with 
other programs for Aboriginal people, capital corporations suffer from being 
unable to provide complete coverage to all Aboriginal constituencies. Each 
corporation has a particular mandate or target group, and in the end some 
groups are left out. The brief from Economic Development for Canadian 
Aboriginal Women, for example, raises this issue. It recommends that the accs 
mandate be expanded so that all Aboriginal women have access, that more 
Aboriginal women be included in the decision-making process (on boards and 
in senior management), and that the corporations design specific programs 
and services for Aboriginal women.156

Members of First Nations living off-reserve and Aboriginal people in general 
who live in urban areas are two constituencies not served as well as they 
should be by existing capital corporations. In examining the list of accs, this is 
not immediately apparent, since several have headquarters in urban areas. 
This does not mean, however, that they serve a predominantly urban clientele. 
Winnipeg, for example, is host to an acc that serves the Métis population and 
to two others that are attached to regional tribal councils. In all three cases, 
however, almost all loans are directed to rural and on-reserve businesses.157 
The solution is either to create new accs in urban areas that are not well 
served or to increase the capital base and geographic mandate of those 
already in existence.

Recommendations

The Commission recommends that

2.5.30

The federal government strengthen the network of Aboriginal capital 
corporations (ACCS) through measures such as

• providing operating subsidies to well-managed ACCS to acknowledge their 
developmental role;

• enabling ACCS to administer Canada Mortgage and Housing Corporation 
and DIAND housing funds; and  

• providing interest rate subsidies and loan guarantees on capital ACCS raise 
from the private sector.



2.5.31

Aboriginal capital corporations take appropriate measures, with the assistance 
of the federal government, to improve

• their administrative efficiency;  

• their degree of collaboration with other ACCS; and  

• their responsiveness to segments of the Aboriginal population that have not 
been well served in the past.

Regional level: venture capital corporations

As discussed earlier, the Mouvement des caisses populaires Desjardins is 
working with Aboriginal financial institutions, the provincial and federal 
governments, and the Quebec labour movement to set up a $10 million 
venture capital corporation. This initiative is timely because different kinds of 
businesses require or attract different types of capital. Venture capital 
corporations (vccs) typically make large investments in enterprises, usually 
when a business has become established.

Venture capital refers to high-risk investment in a business that can take the 
form of equity (that is, part ownership) or unsecured debt. Investments are 
generally in the order of $100,000. A high rate of return is expected because of 
the higher risk involved. It would not be unusual for a venture capital fund to 
look for a return of 30 per cent per annum. (While this may seem high, venture 
capital funds expect to have success in only one out of five investments). Also, 
although a venture capital investment can be made for a longer term than a 
loan and does not require a fixed schedule for repayment, a venture capital 
corporation will still want a clear strategy for exiting from the venture within a 
certain period of time.

Sources for investment in such a fund, which conceivably could be as large as 
$50 million, include wealthy Aboriginal bands and organizations and Canadian 
corporate investors.

The need to facilitate the expansion of major Aboriginal projects, especially in 
light of government cutbacks, calls for this type of financial instrument. Such a 



fund would expedite investment decision making compared to government 
programs, and the fund could play a management role in the companies in 
which it invested.

In addition to private sector VCCs, which have expanded considerably in the 
last two decades, there are also those sponsored by labour unions that invest 
in small or medium-sized companies to create or protect employment (for 
example, the Solidarity Fund of the Quebec Federation of Labour). Such funds 
qualify for tax credits and may also attract pension funds or loan moneys from 
governments.

We believe a strong case can be made for investing venture capital in 
corporations owned wholly or partially by Aboriginal people or that would 
operate on Aboriginal territory and bring direct employment. Qualification for 
tax credits for investors would be justified because of the developmental role 
the fund would play and the enhanced risk related to most of its investments.

Jackson and Peirce report that the United States has considerable experience 
with community-owned vccs that make equity investments in community 
businesses. These are less well developed in Canada, where community 
development corporations are more likely to operate loan rather than venture 
capital funds.158

Recommendation

The Commission recommends that

2.5.32

Federal and provincial governments assist in the formation of Aboriginal 
venture capital corporations by extending tax credits to investors in such 
corporations. These corporations should have a status similar to labour-
sponsored venture capital corporations and should be subject to the same 
stringent performance requirements. Tax credits should be available to the 
extent that Aboriginal venture capital corporations invest in projects that benefit 
Aboriginal people.

Canada-wide level: a national Aboriginal development bank

Several submissions to the Commission have recommended the establishment 



of a national Aboriginal bank, including those of the Aboriginal Peoples 
Business Association and the Canadian Council for Aboriginal Business. The 
council describes the role such a bank should have:

An Aboriginal Development Bank should be established with capital adequacy 
of a Schedule B banking institution in the Bank Act. The bank would have a 
role similar to the World Bank, which not only provides people with access to 
capital, but also provides technical and legal advice. This would be an 
institution independent of government and would eventually be run by 
Aboriginal people. The institution should complement the Aboriginal Capital 
Corporations and Aboriginal trust vehicles. Initial capitalization should come 
from Aboriginal communities. Mainline financial institutions and private sector 
corporations should match a required level of capital to that invested jointly by 
all Aboriginal communities in the country.

Among the possible responsibilities sanctioned to the Bank would be the 
issuing of Aboriginal Development Bonds, investment certificates and other 
securities at fixed or floating rates. These investments should be treated in tax 
legislation as “tax shelters” to encourage the use of these instruments.159

The submission suggests that the bank might eventually expand into the 
international retail and banking services market and other fields such as 
insurance.

The idea of a Canada-wide Aboriginal financial institution has been discussed 
for some time. A decade ago, the National Economic Development Advisory 
Board (of the Native economic development program) commissioned 
background research on a national Aboriginal bank. In the end it 
recommended the establishment of a national Aboriginal investment 
corporation, rather than a chartered bank, and this was to be capitalized by the 
development program and Aboriginal investors to the extent of $100 million. 
Such a corporation was not established, however, apparently because the 
case was not successfully made that a national institution would be preferable 
to more regionally based institutions. The Aboriginal capital corporations find 
their origins in this period.

Now that ACCs have been established, the debate about whether a Canada-
wide institution is appropriate and necessary continues. Some argue that 
national initiatives are inappropriate because they almost invariably engage in 
a top-down process, distributing funds and direction from a vantage point far 
removed from the experience of communities. In this view, Aboriginal financial 



institutions should be developed from the bottom up - that is, beginning with 
ACCs.

Others, however, seek a financial institution along the lines proposed by the 
Canadian Council for Aboriginal Business. Having considered various 
alternatives, the Commission is persuaded that such an institution would make 
an important contribution to the rebuilding of Aboriginal economies, for several 
reasons.

While most Aboriginal projects are small, several large-scale projects are 
developing as a result of specific and comprehensive claims settlements, 
treaty land entitlement agreements, improved access of Aboriginal people to 
lands and resources, and urban service-based opportunities such as gaming. 
Some of these projects are regional in nature while others cut across regions 
and are of a scale that exceeds the capacity of individual ACCs. Furthermore, 
the implementation of the Commission’s recommendations in the areas of 
governance, treaties, lands and resources, and economics will serve only to 
increase the opportunities for larger Aboriginal-owned commercial projects. 
There is an emerging need for medium- and long-term investments and loans. 
A development bank, once established, could issue Aboriginal development 
bonds or investment certificates. To encourage individuals to participate, 
investments in these securities should be made eligible for tax credits in the 
same fashion as investments in venture capital corporations.

Second, the Commission believes that what is needed is not so much an 
institution that provides the lion’s share of project financing (although it must 
have a capital base that allows it to participate in a meaningful way) but rather 
one that serves a brokerage function, bringing together those who need capital 
and those who provide it.160 The challenge, in other words, is not to 
monopolize funding for such projects but to improve access to loan and equity 
financing sources, facilitated by an Aboriginal institution that has a solid 
understanding of the Aboriginal community and of the world of finance and 
business development.

Where the private sector is not well established, the proposed Aboriginal bank 
would take a more activist approach. It therefore needs the technical capacity 
to identify opportunities, assess risks, work with project owners to put an 
appropriate financing package in place, and provide continuing management 
advice and counsel. An Aboriginal institution controlled by Aboriginal people 
and staffed with trained and experienced Aboriginal analysts and managers as 



they become available is expected to have excellent ties to the Aboriginal 
community and to have a superior capacity to identify promising projects. For 
institutional lenders that do not themselves have extensive experience in 
lending to Aboriginal people, the development bank could provide an attractive 
vehicle for facilitating investments in the Aboriginal community.

The establishment of such a bank should be preceded by studies that 
determine the demand for its services and the type of structure that would best 
serve its market. Leadership would need to come from the Aboriginal 
community, as would initial contributions for its capital base. Significant 
investments from Aboriginal nations and organizations could induce 
participation from corporations that have a stake in activity on traditional 
Aboriginal territories or with Aboriginal nations. The federal government should 
be asked to match funds from Aboriginal and other sources. Other incentives 
to investors, at least until the track record of the new institution becomes 
established, could include federal loan guarantees, tax credits and 
arrangements to permit the bank’s profits (including those earned on the 
government’s contribution) to flow to the private sector investors, thereby 
providing a higher return on investment.

While the structure and capital base of the bank are being established, 
Aboriginal staff for the new institution would need to be identified and given 
experience with other investment institutions. Staff with many years’ 
experience in similar corporations will need to be a part of the bank’s 
operations at first. A strong board, chosen for its expertise and with a majority 
of Aboriginal people, would also need to be put in place.

Recommendations

The Commission recommends that

2.5.33

A national Aboriginal development bank be established, staffed and controlled 
by Aboriginal people, with capacity to

• provide equity and loan financing, and technical assistance to large-scale 
Aboriginal business projects; and  

• offer development bonds and similar vehicles to raise capital from private 



individuals and corporations for Aboriginal economic development, with such 
investments being eligible for tax credits.

2.5.34

The process for establishing the bank be as follows:

• The federal government, with the appropriate Aboriginal organizations, 
undertakes the background studies required to establish a bank.

• Aboriginal governments develop the proposal to establish the bank and, 
along with private sources, provide the initial capital. The federal government 
should match that capital in the initial years, retiring its funding as the bank 
reaches an agreed level of growth. Earnings on the portion of the capital lent 
by the federal government would be available to increase the rate of return to 
private investors in the early years of the bank’s operations.

• The federal government introduces the necessary legislation in Parliament.  

• Highly experienced management is hired by the bank with a clear mandate to 
recruit and train outstanding Aboriginal individuals for leadership of the bank’s 
future operations.

2.5.35

The board of directors of the bank have an Aboriginal majority and be chosen 
for their expertise.

Canada-wide level: loans for economic development on reserve lands

Under the Indian Act, title to reserve land is ultimately held by the Crown, but 
the right to use the land is given to individual bands of Indians.161 No individual 
member of a band can possess on-reserve land unless it has been allotted by 
the band council and approved by the minister of Indian affairs, who issues a 
certificate of possession. The minister may attach conditions to the allotment 
and issue a certificate of occupation, which can remain in force for up to four 
years. At the end of the time, a certificate of possession can be issued or a 
declaration made that the land is available for re-allotment. An individual given 
a certificate of possession obtains rights to reserve land that are similar to 
property ownership - for example, the right of exclusive occupation or to have 



property inherited by heirs entitled to reside on a reserve - but the Crown is 
always the legal owner of the land. As such, the Crown can expropriate 
reserve land or have lands set aside for such purposes as Aboriginal schools, 
burial grounds or health projects. The band can also surrender reserve lands, 
but only to the Crown and only with the consent of a majority of the electors of 
a band voting at a general or a special meeting or by referendum. With similar 
safeguards, lands can also be declared ‘designated’, which makes them 
available for leasing by outsiders. However, the surrender of a band’s interest 
in the land is not absolute - the land remains reserve land and reverts to the 
band when the lease period expires. Individuals holding a certificate of 
possession may also lease ‘their’ land to a third party with the approval of the 
minister.

Other provisions of the Indian Act protect reserve lands from falling into the 
hands of third parties, that is, parties other than the band and its members or 
the Crown. Section 29, for example, states that reserve lands are not subject 
to seizure under the legal process, and section 89(1) provides that “subject to 
this Act, the real and personal property of an Indian or a band situated on a 
reserve is not subject to charge, pledge, mortgage, attachment, levy, seizure, 
distress or execution in favour or at the instance of any person other than an 
Indian or a band”. While these provisions protect reserve lands and therefore 
have widespread support within reserve communities, they also stand in the 
way of projects that seek loans from banks or other outside sources, because 
the land and related assets cannot be pledged as collateral to secure the loan. 
This is a significant limiting factor for economic development on reserves, and 
much effort has been spent trying to overcome the problem.

The Indian Act provisions do not pose a barrier to all types of capital, only 
loans. It is not an obstacle to venture capital when funds are made available by 
non-Aboriginal companies in exchange for a share of ownership of the 
business enterprise. Some bands are able to generate capital from their own 
sources, such as annual lease payments, agreements resulting from treaty 
land entitlement settlements or comprehensive claim negotiations, and 
revenue sharing agreements.

It should also be noted that the Indian Act is not an absolute deterrent. If a 
band is determined to risk a portion of its lands and the assets attached to it in 
exchange for capital to support an economic development project, it can 
pursue the land surrender provisions of the act. Once the lands are no longer 
reserve lands, that is, once they have been surrendered to the Crown, they 
can be pledged as security. The issue, then, is how easily security for loans 



can be provided and whether there are ways of providing security without 
surrendering or otherwise risking the loss of land and related assets.

Our objective in what follows is to outline a number of ways that have been 
attempted or suggested to eliminate or avoid the barriers to capital posed by 
the Indian Act.

Canada-wide level: Indian Act options

The most obvious approach to dealing with Indian Act barriers is to abolish the 
act entirely or to enact legislation that replaces certain portions of it.162 The 
question is how to replace the current land seizure provisions.

Aboriginal groups not subject to the act, such as the Metis Settlements of 
Alberta, and groups that have negotiated alternatives to the Indian Act, such as 
the Sechelt First Nation and those under the Cree-Naskapi Act, have all 
insisted on legislation that offers protection against the loss of land, even at the 
cost of increased difficulty in obtaining capital. In the case of the Cree-Naskapi, 
“Indians resident on category 1a or 1a-n lands or the band itself [can] ... waive 
the exemption on seizure by agreement in writing. However, where the waiver 
deals with land, the consent of the band at a special referendum meeting must 
be obtained first”.163

It is clear that the establishment, protection and enhancement of the Aboriginal 
land base is vital to the health of Aboriginal communities in Canada. What is 
not clear is how to protect that land base and how legislative provisions can be 
designed to minimize adverse implications for economic development.

Amendment or suspension

The governor in council has the power, under subsection 4(2) of the Indian Act, 
to declare by proclamation that almost all the provisions of the act do not apply 
to “(a) any Indians or any group or band of Indians, (b) any reserve or any 
surrendered lands or any part thereof”. However, the department of Indian 
affairs refuses requests of bands to be exempt from sections 29 or 89, the 
provisions that prevent reserve lands and the personal property of an 
Aboriginal person or a band from being seized by a non-Aboriginal person.164

Another problem with the use of subsection 4(2) is that, while sections 29 and 
89 can be declared not to apply, the sections concerning band membership 



and land surrenders cannot be suspended in this way, including section 37(1): 
“Lands in a reserve shall not be sold nor title to them conveyed until they have 
been absolutely surrendered to Her Majesty ... by the band for whose use and 
benefit in common the reserve was set apart”. Thus, it appears that the 
governor in council can declare that the seizure provisions do not apply but 
cannot suspend the provision that requires land to be surrendered before it can 
be sold or its title conveyed. The act spells out a detailed process of 
community approval for land to be surrendered.

Several amendments to the act in the last decade have eased the problem of 
access to capital in particular circumstances. As a result of a series of 
amendments in 1988, reserve lands can be declared to be designated lands 
that retain their reserve status but may be leased to non-Indians without having 
to go through the surrender process. While designated lands cannot be seized, 
the leasehold interest in them “is subject to charge, pledge, mortgage, 
attachment, levy, seizure, distress and execution” under an amendment to 
section 89. For example, a section of a reserve might be set aside for a 
commercial development on lands designated for the purpose. A bank might 
approve a loan to the business and take as security the right of the business to 
lease the designated lands, awarding this right to another business if the first 
one defaulted. The land is leased for only a certain period of time, however, so 
the right to use it will expire eventually.

Since designated lands remain reserve lands and therefore under federal and 
band jurisdiction, bands can levy taxes not only on reserves but also on 
interests in reserve lands. Thus, a band can tax non-Aboriginal businesses 
leasing its lands for commercial purposes. Apart from deriving the tax revenue, 
which can be considerable, as some British Columbia bands with valuable 
commercial lands have discovered, bands can also use the revenue as a form 
of security for loans.

However, as with the land surrender process, the designation process is 
difficult and time consuming, and the lessee must obtain the consent of the 
minister before a leasehold interest can be mortgaged. Furthermore, any 
mortgaged leasehold interest is subject to the Crown’s right of reversion on 
expiration of the lease. All reserve and designated lands are still subject to the 
authority of the minister to manage, lease or carry out any other transaction 
affecting such lands. In practice, the land designation alternative is not used 
extensively.

Another recent amendment to section 89 refers to conditional sales contracts. 



It states that a person who sells something (a chattel such as a vehicle or 
equipment) to a band or band member can retain ownership in the chattel and 
exercise rights under the sales agreement, notwithstanding the fact that the 
chattel is located on-reserve (that is, the person can seize the goods if full 
payment has not been made).

Other possible amendments to the Indian Act to ease the collateral problem 
include making personal property, excluding lands, subject to seizure and 
expanding the definition of who is an ‘Indian’ under the terms of the act. This is 
significant because section 89 does permit the real and personal property of an 
Indian person or a band situated on a reserve to be seized by another Indian 
person or a band. If an Aboriginal lending institution, such as a capital 
corporation or a community-based credit union, could be defined to be an 
‘Indian’, land and related assets pledged as collateral could be seized, if 
necessary, without being lost to the community. For First Nations that escape 
from the Indian Act or for other Aboriginal groups that also want to protect their 
land base but at reduced cost in terms of economic development, the idea of 
making it possible for their financial institutions to seize Aboriginal lands or 
property (but not to sell them outside the community) should be kept in mind.

Using forms of collateral other than land or property

Lenders can take forms of collateral other than land to secure loans made in 
support of on-reserve projects. For example, a band council could agree to 
pledge security on the basis of future cash flow that the band can reasonably 
anticipate will be forthcoming to fund band operations and programs. However, 
this requires the approval of the minister, which may be withheld, because the 
department will be concerned that, in the event of a default, it would have to 
satisfy the terms of the loan and perhaps also provide the program moneys 
that were anticipated. The department is also afraid of being held accountable 
for failing in its fiduciary responsibility, especially in the light of such court 
decisions as Guerin and Sparrow.165

Sometimes it is sufficient for lenders to receive what is called an ‘irrevocable 
band council resolution’ through which the band gives a supposedly 
irreversible undertaking to comply with the terms of a loan. While technically 
such a resolution would not be enforceable, in that it could not override the 
seizure provisions of the Indian Act, it seems to be sufficient for some lenders 
who have established a good working relationship with a particular band. This 
illustrates that security in the form of land or other forms of property is not 
always the key consideration. Factors such as a track record, reputation, and 



an established relationship of trust can also be important in making loans 
possible.

Community-based solutions

We have already described steps to improve the capacity of communities to 
mobilize their own resources (with or without outside help) to build a pool of 
capital. The establishment of bank branches or credit unions would be a step 
in this direction, as would the establishment of community lending circles for 
micro business loans.

At Kahnawake, the community-based credit union has developed an innovative 
approach to lending that relies on respected community members entering into 
a trust agreement with the borrower. The arrangement is described by those 
who developed it as follows:

The Caisse populaire Kahnawake has developed and implemented a loan 
security system for real property on Indian territory which bypasses the 
restrictions of section 89 of the Indian Act. Called the trust deed system, this 
system has the approval of the Minister of Indian and Northern Affairs and the 
Fédération des caisses populaires Desjardins de Montréal et de l’Ouest du 
Québec and has been operating since 1988. Under this arrangement, an 
individual Indian, holding a certificate of possession on a parcel of land, may 
transfer their title (and the land and building included on the land parcel) to a 
three-person group of Indian Trustees as security on a commercial or housing 
loan. The transfer takes the form of an Indian Act section 24 transfer and the 
registration of this transfer is approved by the Minister for each transaction.

Upon complete repayment of the loan outstanding to the caisse populaire, the 
title of the certificate is transferred from the trustees back to the individual 
Indian borrower. Upon loan default (which must be confirmed by the trustees), 
the property described (including land and building) on the certificate of 
possession is sold by a bid process only to Indians who reside in the same 
territory (and in our case Kahnawake). The proceeds of the sale are first 
applied to the loan debt and the remainder is remitted to the borrower by the 
trustees. The basic feature of this system is that the third party involved is not 
a government body of any kind (federal, provincial or band council). The basic 
principle is to commit the individual to feel he or she has really something to 
lose in such a transaction unlike a government guarantee ... .The caisse 
populaire at Kahnawake has made over 200 housing and commercial loans 
totalling in excess of $8 million to September 30, 1994 since implementation of 



the system in 1988.166

The borrower is encouraged to be responsible not only by the threat of loss of 
assets but by the peer pressure exercised by the trustees. The credit union 
has realized profits on its loans in every year subsequent to the first six months 
of operation and has had a very low rate of loan defaults (only about 50 per 
cent of loan applications are approved in the first place). Decision making is 
also expeditious, with the government involved only to the extent of registering 
the trust agreement. There are, however, some untested questions about the 
legality of the trust deed arrangement. Also, the transferability of this approach 
to other communities depends on the size of the community and the availability 
of a financial institution, such as a credit union, bank or Aboriginal capital 
corporation. Transferability is also limited by the fact that not all reserves use 
the certificate of possession system - it is used on perhaps 40 per cent of the 
reserves covering 60 per cent of the status Indian population167 - and this is a 
requirement for the effective operation of the trust deed system.

Government guarantees

Banks and other financial institutions will make loans on reserves in the 
absence of reserve-based collateral if governments provide guarantees 
against risk. This approach has been used extensively in the past, but it 
requires a very high level of loan guarantees before banks can be enticed to 
lend.

At present, at least three loan guarantee programs are in place. Aboriginal 
capital corporations can provide loan guarantees and they do so to a limited 
extent. The department of Indian affairs also provides some loan guarantees 
for economic development on-reserve but wants to reduce its involvement in 
this area.

More recently, steps have been taken to make guaranteed bank loans under 
the Small Business Loans Act more readily available to businesses on-reserve. 
The issue historically has been whether Aboriginal people living on reserves 
qualify for guarantees under the act, since the lender is required to obtain an 
enforceable security. The banks and the federal government have determined 
that a band council resolution authorizing individual Aboriginal people to give 
security (such as a certificate of  

possession or a mortgage) is sufficient evidence to qualify the loan under the 



act. Some bands review each loan application before giving their authorization, 
others pass a resolution giving blanket approval, and some do not want to get 
involved at all, because a seizure is unlikely in the event of a default. In fact, if 
there were many defaults, it is likely that either the banks or the guarantor (the 
federal government) would want to reassess the entire process.

Chartered banks are also proposing a variation on the loan guarantee theme. 
In a proposal calling for the establishment of a First Peoples trust, the Bank of 
Montreal suggests that the trust would gain access to the capital market using 
government guarantees to obtain a low interest rate. Funds would be raised 
from sources such as insurance companies and pension funds that could then 
be lent to First Nations for housing, capital infrastructure and related projects. 
Capital raised by the trust could also be available to Aboriginal capital 
corporations which in turn could make loans to small businesses as they 
normally do, albeit with a spread between the cost of the money and the rate at 
which it is lent. With government guarantees and a positive credit rating from 
bond rating services, it would be possible to borrow at a low cost. Individual 
bands that participate in the trust would have access to funds on a line-of-
credit basis.

The Bank of Montreal would benefit by receiving fees for services rendered 
and revenues based on the differential between the interest rate of the cost of 
capital and the interest rate on loans. The Bank of Montreal would also help 
train Aboriginal staff for the First Peoples trust, so that the trust could, over 
time, become completely controlled by Aboriginal people or a partnership 
involving the bank and the federal government. The proposal is geared not 
only to reserves but to all Aboriginal communities.

The proposal has attractive features, particularly the prospect of obtaining 
funds from non-governmental sources. However, the federal government 
would have to be prepared to assume the liability the guarantee would entail, 
although this could be reduced by purchasing insurance against loan losses. 
The Canada Mortgage and Housing Corporation already offers a similar 
capacity for raising funds on the capital market and reportedly can achieve 
rates of interest that are lower than would be the case with the bank’s 
proposal. This capital, however, would be restricted to housing.

A more general problem with guarantee programs is that they reduce 
incentives for efficient and responsible performance, especially if the 
guarantee level is so high that it removes any significant element of risk. This 
has long been recognized as a problem with the department of Indian affairs 



loan guarantee program and with similar arrangements, such as those 
administered by the Farm Credit Corporation before they were cancelled in 
1989. Since the loan recipient knows that the government will step in if there is 
a default, there is less incentive for the recipient to live up to the terms of the 
loan. Similarly, with the First Peoples trust proposal, there would be concern 
not only about loan recipients but also about how diligently and carefully banks 
would administer the trust if there were a high guarantee level to protect 
contributors against loan losses.

In conclusion, it appears that the options for resolving the problem of lending 
on reserves include the long-range alternative of abolishing or replacing the 
Indian Act. In the interim, the following strategies are worth considering:

• amending the Indian Act, which could be time-consuming, but certain 
amendments such as giving Indian status to Aboriginally owned financial 
institutions, would be helpful;

• using forms of collateral other than lands or property;  

• supporting the wider adoption of the trust deed model; and  

• making use of government guarantees.

2.7 Employment Development

The problem

Even with the improved prospects for Aboriginal economic development that 
are expected to accompany self-government, control over lands and 
resources, and the growth in Aboriginal businesses, employment prospects for 
Aboriginal people need urgent attention in light of employment and 
demographic realities. The Aboriginal population is young and growing rapidly - 
56 per cent of Aboriginal people are under 24 years of age, compared with 35 
per cent in the general population.168 With thousands of new entrants to the 
labour force each year, the Commission estimates that just under 225,000 jobs 
will have to be created to accommodate the rapidly growing labour force in the 
next 20 years (Table 5.14).

TABLE 5.14
Projected Aboriginal Identity Population Age 15+ and Estimated Number 



of New Jobs Required, 1991-2016

 

Year
Projections for Aboriginal Identity 
Population Age 15+ 

Estimated Number of New Jobs 
Required1 (based on an 
employment to population ratio of  
61%2)Size Cumulative Growth

1991 457,800   
2001 615,200 157,400 96,000
2016 826,500 368,800 225,000

 
Number of Jobs 
required to achieve 
equality for the existing 
labour force

82,400  

 Total Number of New Jobs Required 225,000 + 82,400 = 307,400

Notes:  

1. For methodology, see note 33 at the end of the chapter.  

2. The 1991 Canadian employment rate was 61 per cent (see Table 5.3).  

3. Numbers rounded to the nearest hundred.

Source: Population projections: M.J. Norris, D. Kerr and F. Nault, "Projections of the 
Aboriginal Identity Population in Canada, 1991-2016", research study prepared by Statistics 
Canada for RCAP (February 1995).

There is an enormous gap in unemployment rates between Aboriginal and non-
Aboriginal people. To bridge this gap, another 82,400 jobs would be needed. 
Adding these to the number of jobs required to accommodate the growing 
Aboriginal population yields an overall requirement of 307,300 jobs for 
Aboriginal people in the period 1991-2016 (see Table 5.14). The difficulties this 
poses are compounded by the barriers that inhibit job creation for the 
Aboriginal population.

The Aboriginal unemployment rate tends to vary with the unemployment rate of 
the general population in the Atlantic provinces, Quebec and Ontario. 
Typically, Aboriginal unemployment rates are double those for the general 



population in the eastern part of the country. In the western provinces, the 
employment gap widens to three times as large and does not follow provincial 
patterns. This may reflect greater barriers to employment where there are 
larger concentrations of Aboriginal people.

Existing approaches are insufficient

Meeting the challenge of employment creation is daunting given the 
inadequacy of current measures to reduce disparities in unemployment rates. 
A ‘business as usual’ approach will fail to meet this challenge. If more effective 
approaches are not developed, all governments - Aboriginal, federal, 
provincial, territorial and municipal - will face enormous costs brought on by 
unemployment and related social and economic dysfunction. The recent 
experience of the Aboriginal labour force in Winnipeg is instructive; growth of 
the Aboriginal labour force has been so rapid, as a result of population growth 
and migration from rural areas, that it doubled between 1986 and 1991, from 
approximately 10,000 to 20,000. There are some indications of progress in 
employment creation, but with growing numbers of people looking for work, the 
Aboriginal unemployment rate in Winnipeg increased by two-thirds between 
1986 and 1991.169

In 1991, the Aboriginal peoples survey asked respondents to identify the 
barriers they faced in finding employment. The results are given in Table 5.15 
for four Aboriginal groups and in Table 5.16 by geographic region. By far the 
most important barrier is the lack of jobs: of those reporting they faced barriers, 
61 to 75 per cent cited few or no jobs, followed by mismatched skills and job 
requirements. This second barrier can be overcome with education, training 
and enhanced mobility. Another barrier cited was lack of information about 
jobs. Appropriate employment services would help remedy this. Being 
Aboriginal, which likely relates to racial discrimination, was a further barrier, as 
was lack of child care. Both these factors would, no doubt, be more prominent 
if responses from Aboriginal women had been given separately.170

TABLE 5.15

Barriers to Employment Reported by Aboriginal Identity Population Age 
15+ Who Looked for Work in 1990-91

 



 
Indian persons on-
reserve

Indian persons 
off-reserve Metis persons Inuit

% of each group reporting each barrier
Few or no jobs 75.2 61.4 62.4 71.1
Mismatched education/ 
work experience 40.1 40.1 42.6 38.0

Lack of job information 32.3 25.0 22.4 23.4
Being Aboriginal 22.2 25.5 11.7 11.9
Lack of child care 8.1 8.5 8.4 9.3
Other barriers 7.3 12.6 8.7 8.5

Source: Statistics Canada,  Aboriginal Peoples Survey (1991), catalogue no. 89-534.

TABLE 5.16
Barriers to Employment Reported by Aboriginal Identity Population Age 
15+ Who Looked for Work in 1990-91, by Region

 

Perceived 
Barrier to 
Employment 

Total 
Aboriginal 

Far 
North  

Mid-North South

On- 
reserve

Non- 
reserve Réserves

On- reserve
Urban Rural

Few or no jobs 66.4 71.3 77.1 64.3 76.1 57.2 73.2
Mismatched 
education/ work 
experience

42.1 38.3 39.7 43.2 42.1 44.0 40.4

Lack of job 
information 26.2 22.5 31.4 22.6 34.0 24.3 24.2

Being Aboriginal 17.7 11.8 20.5 17.5 25.0 17.3 11.4
Lack of child 
care 9.9 9.9 8.7 11.1 8.6 9.2 8.9

Other barriers 9.8 7.1 5.5 7.2 8.1 13.0 10.9

Note: Percentage of respondents reporting each barrier.

Source: Statistics Canada, Aboriginal Peoples Survey (1991), custom tabulations.



To gain some perspective on current approaches to overcoming employment 
barriers, we review two federal initiatives: employment equity and the 
Pathways to Success of the human resources development department.

Employment equity

Employment equity initiatives aimed at eliminating barriers to the employment 
of under-represented groups in the work force can be an important instrument 
for improving Aboriginal employment opportunities. Unfortunately, evidence 
suggests that these kinds of initiatives are not working well for Aboriginal 
people, at least not well enough to meet the demographic and equity 
challenges just discussed. Among the four groups designated under the 
Employment Equity Act (proclaimed in 1986), Aboriginal people and persons 
with disabilities are, in the more than 300 federally regulated companies and 
Crown corporations covered by the act, furthest from reaching representation 
commensurate with their availability in the experienced labour force (Table 
5.17). (Statistics Canada defines the experienced labour force as being 
individuals who, in the week before the census, were either employed or 
unemployed but who had worked at some point in the previous 18 months.)

The representation of Aboriginal people in the experienced labour force as a 
whole stood at 2.1 per cent in 1986, compared with representation of 0.66 per 
cent in the companies covered by the act in 1987. By 1993, this proportion had 
increased to 1.04 per cent. This is an improvement, to be sure, but by that time 
the proportion of Aboriginal people in the experienced labour force had also 
risen - from 2.1 per cent in 1986 to 3 per cent in 1991 (and presumably higher 
still since then). Thus, the gap between the target and the reality has, in fact, 
widened rather than narrowed.

The annual report on the Employment Equity Act for 1994 summarizes the 
situation in the following terms:

The representation of Aboriginal peoples in the work force did not show 
significant progress in 1993. Employers under the Act hired a relatively high 
proportion of Aboriginal peoples, but many members of this group left the work 
force during the same period. Their rate of turnover was the highest among the 
four designated groups ... .

TABLE 5.17
Federal Employment Equity Program, 1987-1993



    

Designated Group Year
Proportion of Employees Hirings Terminations

% % %

Women

1987 40.94 42.27 40.05

1988 41.95 44.33 40.92

1989 42.53 44.04 41.13

1990 43.74 46.18 41.42

1991 44.11 41.88 41.81

1992 44.74 39.06 39.88

1993 45.64 41.79 39.93

Aboriginal People

1987 0.66 0.54 0.52

1988 0.71 0.74 0.66

1989 0.79 1.09 0.96

1990 0.85 1.39 1.12

1991 0.96 1.53 1.24

1992 1.01 1.80 1.40

1993 1.04 1.87 1.40

Persons With Disabilities

1987 1.59 0.62 1.02

1988 1.69 0.78 1.28

1989 2.34 1.25 1.29

1990 2.39 1.41 1.98

1991 2.50 1.22 2.27

1992 2.54 1.27 2.16

1993 2.56 1.68 2.27

Visible Minorities

1987 5.00 5.21 3.23

1988 5.67 7.48 5.17

1989 6.67 10.12 6.60

1990 7.09 10.40 6.84



1991 7.55 8.22 6.68

1992 7.90 8.45 6.65

1993 8.09 8.41 7.16

Note: The proportion of the experienced labour force accounted for by designated groups in 
1986 was women, 44%; Aboriginal people, 2.1%; persons with disabilities, 5.4%; and 
members of visible minorities, 6.3%.

Source: Employment Equity Branch, Employment and Immigration Canada, Statistical 
Summary, The Employment Equity Act, 1987-1991 (December 1992); and Human 
Resources Development Canada, Annual Report, The Employment Equity Act, 1994.

Aboriginal peoples had a low rate of representation (1.04%) in the work force 
under the Act and occupied lower paying jobs with fewer responsibilities and 
less chance for advancement. Aboriginal women were concentrated in clerical 
occupations, while a relatively large proportion of Aboriginal men worked in 
semi-skilled and other manual work. The gap between the salaries of 
Aboriginal men and women who worked full time and those of other men and 
women was the widest of the minority groups.171

The results have been equally limited within the federal public service, which 
has not been covered by the act but has promoted employment equity since 
1983. Aboriginal representation increased from 1.7 per cent in December 1988 
to 2 per cent in March 1993, but the public service is struggling with the 
problem of retaining such employees once hired, and further progress could be 
stalled by current initiatives to reduce the size of the public service.172 The 
level of Aboriginal representation in provincial government work forces is 
usually far below what it should be, and, at the municipal level, one is hard 
pressed to find any Aboriginal employees in such departments as police, fire 
fighting and public works.

A review of programs in various jurisdictions reveals a number of recurring 
problems, including

• a lack of commitment, not on the part of those directly responsible for 
implementing the program, but by the employing departments. In the public 
sector, for example, two or three departments that have substantial 
involvement with Aboriginal people tend to account for the bulk of hirings, while 
others lag far behind;



• a lack of effective auditing, monitoring and enforcement, a situation that may 
improve at the federal level when the revised Employment Equity Act is 
implemented;173 and  

• employment equity legislation at both the provincial and the federal level that 
is restricted to certain kinds of employers. There is considerable room for 
expanding the coverage.

If these were the only weaknesses, however, they would affect all designated 
groups, and that is not supported by the evidence. We believe the lack of 
effectiveness of these programs for Aboriginal people stems from barriers that 
are of a different character from those faced by other groups: a combination of 
racism rooted in long-standing and deeply ingrained stereotypes, and work 
environments with cultures that alienate Aboriginal employees.

How was I supposed to deal with a manager and a system that continually 
sought to treat me as a child? I have both a Bachelor and a Masters degree, 
and their tactics included requests that I submit all of my calculations for 
verification by a supervisor, ostensibly because they couldn’t be sure that my 
totals were correct. No other person among my forty-three co-workers was 
required to do this. They told me that my work was being checked because I 
grew up on a reserve where nobody learned to add properly.174

Measuring this type of discrimination is always difficult. Two indices are 
available, neither without shortcomings. The first is data from surveys in which 
respondents indicate whether they have experienced discrimination on the 
grounds of race in employment, housing or access to services. As noted in 
Table 5.15, 11.7 to 25.5 per cent of Aboriginal respondents (depending on the 
group) who looked for work in 1990-1991 indicated that being Aboriginal had 
been a barrier for them. The highest percentage was among Aboriginal people 
living off-reserve, a group that is visibly distinct from the majority population but 
in regular contact with it. Survey results are reinforced by personal accounts 
that detail the experiences Aboriginal people have had, and continue to have, 
with racist attitudes and behaviour.

Economists take another approach to the role of discrimination in explaining 
inequalities in outcomes (such as incomes or unemployment rates) between 
Aboriginal and non-Aboriginal populations. Taking measurable characteristics 
that can be expected to contribute to the outcome (such as levels of education, 
training, age and location), they examine how much of a gap remains in levels 



of earnings or rates of unemployment between the two groups if the Aboriginal 
group is assumed to have the same characteristics as the non-Aboriginal 
group. This approach explains about half the difference in outcomes, but a gap 
of about 50 per cent remains unexplained. This unexplained residual is often 
taken to be a measure of the effects of discrimination, although other 
differences not measured and not included in the analysis could also be at 
work.175

While the degree of racism cannot be ascertained precisely, the available 
measures and many personal accounts brought to the attention of 
Commissioners testify to the fact that it is a significant and painful problem. At 
the Commission’s hearings in Roseau River, Manitoba, an advisory council of 
Aboriginal people employed by the Manitoba government drew these 
conclusions from its study of Aboriginal employees in the provincial civil 
service:

The central finding of our report is that Aboriginal people face barriers and 
obstacles in the workplace ... .Our findings show that racism and discrimination 
exist in the Manitoba civil service, and that racism is the basis of the barriers 
and problems faced by Aboriginal people. Racism is experienced through 
discrimination, bias, exclusion, stereotyping, lack of support and recognition, 
negative attitudes, alienation in the workplace, and lack of role models in 
management positions. Racism is exclusion.176

The barrier of discrimination based on stereotypes of Aboriginal people is 
compounded by the barrier of cultural clash, a barrier of which employers are 
often completely unaware. We explored some basic cultural differences in 
Volume 1. In the workplace, differences between Aboriginal cultures and 
corporate cultures are manifested in interpersonal relations, decision-making 
processes, concepts of leadership and the organization of work. A report 
prepared for the federal Public Service Commission in 1991, A Study on the 
Retention of Aboriginal Peoples in the Federal Public Service, made the 
following observations:

Current and former Aboriginal employees frequently comment on the 
difficulties faced in adapting to the Public Service. For many, entry involves a 
culture shock which comes in a variety of guises. The language of the 
bureaucracy and formalities of government create uneasiness for many 
Aboriginal peoples. They feel conflicts between their traditional ways and 
accepted government practices ... .The bureaucratic levels and systems within 
government are also foreign.



The Public Service is perceived to allow minimal room for autonomy or 
creativity. The environment is perceived to be fiercely competitive, filled with 
roadblocks to advancement, and with people looking out only for themselves. 
The individualistic way in which work is done is perceived to be alien and 
pressure packed.177

Racism and culturally alien environments have a chilling effect when reports of 
bad experiences circulate within the Aboriginal community, discouraging others 
from seeking employment in these workplaces. Added to these barriers are 
systemic barriers, such as artificial job requirements, lack of knowledge of how 
the recruitment and hiring systems work, and lack of personal networks to 
assist in finding job opportunities. Logistical barriers include distance from the 
job site, lack of work clothing, penalizing welfare regulations and, for reserve 
residents, the prospect of paying income tax.

Because these kinds of barriers persist, it is vital to develop an effective 
employment equity program for Aboriginal people. Our recommendations in 
this regard are presented later in this chapter.

Pathways to Success

At the end of the 1980s, the federal government initiated a significant shift in its 
approach to training. The Labour Force Development Strategy moved the 
government toward the development of partnerships with the private sector 
and others in the planning and delivery of labour force training. Although 
Aboriginal people were initially left out of the process, subsequent 
consultations made it clear that a complementary but distinct approach was 
required. The Pathways to Success program, as it came to be called, was 
funded at $200 million a year and involved a significant degree of 
decentralized decision making about labour force training by Aboriginal 
management boards established at the local, regional and national levels. 
More than 80 per cent of the Aboriginal population was represented by 
Pathways boards. There were some 100 local boards across Canada, 12 
regional or territorial level boards, and a national Aboriginal management 
board.178

On the whole, Pathways to Success was a significant and welcome step in the 
direction of Aboriginal control. The local management boards decided such 
matters as the training priorities for the area, who should benefit from training, 



who should deliver the training, and whether some of the money allocated to 
the area should be devoted to services such as counselling, job referrals, 
interview preparation and skills assessment.

Although in general the approach was well received, Pathways experienced 
some difficulties. Disputes arose about the allocation of funds by region, within 
regions and to particular constituencies within regions. The main thrust of 
Pathways was to have all Aboriginal people represented on the boards rather 
than to have separate structures, and while this was acceptable in some areas, 
in others it ignored a long history of separate institutional development.

Eventually, the human resources development department adjusted its 
approach to accommodate separate local boards for Métis people and First 
Nations in Saskatchewan, functioning under a joint board for the province as a 
whole. In Manitoba, separate structures for Métis and First Nations were 
established at both the provincial and the local level. Even so, the legitimacy of 
some boards was challenged. In Saskatchewan, for example, the Metis 
Society of Saskatchewan and the Federation of Saskatchewan Indians were 
presumed to represent Aboriginal interests in the area of training but were 
challenged by groups and institutions who felt that these umbrella 
organizations would not represent their interests fairly (for example, women 
who regained their status under Bill C-31 and organizations serving Aboriginal 
people in urban areas).179

Other issues revealed in the Commission’s community case studies included 
concerns about the difficulty of obtaining funding for Aboriginal training 
institutions and the inability of Pathways to make headway against the 
duplication and confusion that currently exists among the many providers of 
labour force training.180

During 1994 and 1995, the federal government initiated a structural review of 
the Pathways strategy by advisory and working committees that were asked to 
examine options for the future delivery of Aboriginal human resource 
programs. The review, whose final report was delivered to ministers on 30 
March 1995, focused largely on organizational and administrative 
arrangements. These were important issues, particularly as they related to 
shortcomings in the initial arrangements. Although Pathways was innovative, 
there were significant limitations on Aboriginal control in a model that was 
essentially one of decentralized decision making in the context of a federal 
program. While Pathways pushed Aboriginal control several steps beyond the 
norm, it remained a program in which purpose, funding and duration were 



determined in Ottawa, albeit with Aboriginal input.

As a result of the review, new arrangements are being put in place that 
represent a further step toward Aboriginal control. In January 1996, framework 
agreements were signed with three national Aboriginal organizations, setting 
out in general language terms of reference, standards and guidelines to govern 
the provision of training. Bilateral agreements are then to be signed between 
First Nations, Métis and Inuit organizations at the regional or 
provincial/territorial level and federal human resources development offices, on 
the basis of which the organizations will receive funding to organize and deliver 
training programs.

As they assume a new measure of control, Aboriginal organizations will need 
to move beyond administrative and organizational issues to come to grips with 
important substantive and strategic concerns. Some successful and innovative 
approaches were developed under Pathways in a number of places. At the 
same time, one of the criticisms of Pathways was its fragmentation through its 
reliance on many local boards and the lack of an integrated perspective on 
training priorities.181 There was too much emphasis on meeting local, short-
term needs in an ad hoc fashion. An independent assessment of Pathways, 
prepared for the national management board, reported in 1994:

Only 13% of AMB [Aboriginal Management Board] respondents reported that 
any strategic planning has been undertaken by their AMB. Of these, a quarter 
of the AMB respondents reported that strategic planning has been done in 
consultation with HRD [Human Resources Development], and only 14% 
reported that it was done in consultation with the Aboriginal community.182

Aboriginal management boards have also inherited from the department of 
human resources development and its predecessors a legacy of approaching 
human resources from a supply perspective, which focuses on training for a 
labour market where jobs may not exist. It goes without saying that a well-
functioning labour market with low levels of unemployment requires a supply of 
capable, willing individuals and employers with jobs to offer them. While it 
seems obvious that both the supply and the demand for labour need to come 
together if employment is to result, the emphasis of policy makers, since the 
early 1960s, has been very much on the characteristics of the labour force (the 
supply side), to the neglect of the number and types of jobs available (the 
demand side).



In the context of the 1960s, this was understandable since the principal 
problem in the Canadian economy at that time was the supply of a skilled 
labour force to fill jobs in a rapidly expanding economy. Thus, emphasis was 
placed on increasing the availability of skilled labour through immigration, 
expanding educational opportunities, investing in training programs and so 
on.183 Significant structural changes in the economy have not been 
accompanied by equally significant changes in the approach to training, which 
continues to be carried out in isolation from employment development 
strategies. This approach is inadequate to the challenges of the 1990s 
generally and to the employment of Aboriginal people in particular.

One of the issues that delayed completion of a Pathways agreement in 
Manitoba (the process took about five years) was the desire of First Nations 
leadership to bring the program into their emerging structures of self-
government so that training could be pursued as part of a comprehensive 
approach that included education and economic development.184 With new 
structures now being put in place, it may be easier to achieve a more holistic 
approach.

It is hard to say just how well Pathways has done with respect to the 
employment of trainees. Certainly, a number of projects provided training to 
persons already employed, thus avoiding the problem of lack of fit between 
training and available jobs. As far as we know, data are not available that 
would allow an empirical assessment of this dimension. However, an 
independent review prepared for the national Aboriginal management board in 
1994 made the following observations.

The objectives of the Pathways partnership ... are to:  

• invest in and develop a trained Aboriginal labour force, and

• facilitate broader Aboriginal participation in the unique Aboriginal labour 
market and the broader Canadian labour markets.

Our summary conclusion, based on these objectives is that:  

• Although Pathways is currently working in and developing a trained 
Aboriginal labour force ... there appears to have been little strategic policy 
thinking to date ... about:



1. what a ‘trained Aboriginal labour force’ means, and what strategies are 
required to achieve this,

2. what ‘broader participation’ in the Aboriginal and Canadian labour market 
means and how to accomplish this, and

3. what the elements of the ‘unique Aboriginal labour market’ are and how they 
relate to Canadian labour market characteristics.185

These observations go to the heart of the Commission’s concerns about 
employment development. The Aboriginal labour force is young and growing 
rapidly. Much of this labour force resides in rural and remote areas where jobs 
are scarce. Other job seekers live in urban areas or are migrating in significant 
numbers to cities where the local job markets often cannot absorb them rapidly 
enough and where they face discrimination. New strategies are required to 
address these issues.

What needs to be done differently?

The Commission sees the need for an integrated, labour-market-driven effort 
to get Aboriginal participants into real, sustainable jobs. Our prescriptions call 
for

• a special employment and training initiative, undertaken by Aboriginal 
leadership, to forge partnerships with public and private sector employers and 
education and training institutions that will lead to real employment 
opportunities for which the Aboriginal labour force can be trained, developed 
and qualified;

• a new approach to employment equity;  

• strengthening the capacity of institutions, such as employment services 
agencies, to forge links between jobs and the Aboriginal labour force through 
human resource planning to identify existing and emerging opportunities, skills 
development and related employability initiatives;

• improving Aboriginal employment within Aboriginal communities, both in 
public service jobs and business creation, which will retain jobs and spending 
within the communities through ‘import replacement’ strategies;



• providing culturally appropriate and affordable child care services so that 
Aboriginal parents can be productively engaged in the labour force; and  

• emphasizing job creation in the Canadian economy.

Special employment and training initiative

The Commission sees the need for an intensive marshalling of resources and 
energy to find jobs and qualify Aboriginal people to fill them.

A special effort is also required to ensure that Aboriginal people acquire the 
skills and experience for positions that are now or shortly to become available 
in their communities. Jobs associated with self-government, broadly defined, 
include public administration, health care, education, economic development, 
and the management of lands and resources.

The Commission urges that bridges be built between Aboriginal nations, 
governments, private sector employers, and education and training institutions 
in the context of a 10-year initiative to identify real job opportunities and 
develop the training that will qualify Aboriginal people for those jobs. The 
Commission believes that the federal and provincial governments should fund 
this initiative.

This initiative would target barriers that currently block Aboriginal access to 
employment opportunities on a scale commensurate with need. These barriers 
appear to be threefold:

• knowing where future employment possibilities lie in order to obtain relevant 
training, a requirement for most job-market entrants;

• obtaining adequate on-the-job experience so that the skills offered an 
employer have been tested and enhanced; and  

• getting a foot in the door, or obtaining access to available jobs to overcome 
stereotypes and demonstrate capability.

The Commission believes an effective employment initiative would take the 
following form:

• Federal and provincial governments would be involved in funding the initiative 



and establishing its framework and operating structure. Together with 
municipal governments, they would agree, as potential employers, to 
participate and be responsive to initiatives undertaken by Aboriginal 
governments and related institutions.

• Leadership and co-ordination would be by national Aboriginal governments, 
provincial Aboriginal organizations or service entities such as friendship 
centres in cities. Use of established Aboriginal employment services, where 
they exist, should be encouraged.

• Public and private sector employers would be approached by the lead agency 
to participate in all phases of the initiative. They could have access to program 
funds and expertise to help them forecast their employment requirements for 
three to five years.

• Where significant employment opportunities were identified through this 
process, the agency would work with local educational institutions and 
participating employers to design appropriate training packages.

• Aboriginal governments would identify individuals with suitable backgrounds 
to participate in this training, and employers would participate with educational 
institutions to select candidates.

• Training would combine classroom instruction with on-the-job experience, 
depending on the nature of the skills to be acquired. An allowance would be 
paid to trainees.

• At the conclusion of the combined classroom and work experience, trainees 
would move to full-time employment with one of the employers for a term of up 
to 12 months, during which the training allowance would continue, 
supplemented with payments by the employer.

• At the end of the term of employment, the trainee would compete for 
permanent employment in the sector as jobs became available. The 
participating employer would not be required to hire from within the trainee 
group but would be encouraged to do so.

This approach could overcome the barriers outlined above. Chartered banks 
have already undertaken this type of initiative, collectively identifying their 
requirements for employees and co-operating with community colleges to 



design appropriate training programs. Market gardeners in the Winnipeg area 
participated in a similar program to train horticultural workers. Public agencies 
operating airports, highway maintenance crews, recreational programs, 
provincial and national parks, fish and wildlife monitoring and conservation 
programs, and environmental inspection operations are only a few of the public 
sector activities that would be suitable for such an initiative.

Aboriginal organizations would drive this initiative by identifying employment 
needs and opportunities, by developing collaborative relationships with major 
employers in their regions, by working with them to develop employment and 
training plans, and by sponsoring proposals for funding. In developing 
proposals, they would focus on real, sustainable employment prospects, not 
make-work projects. They would also strive to obtain commitment from all 
parties for these endeavours.

Employers, both public and private sector, would be key participants in the 
initiative. They know their work force requirements, where opportunities are 
likely to emerge, and what skills are needed to fill new openings. Employers 
would participate in the design and review of training programs, help select 
candidates, and provide on-the-job training and work experience. They would 
have the option of providing employment based on merit after the training 
phase.

There are many examples of private sector employers, whether motivated by 
employment equity requirements or by a sense of justice and responsibility to 
the community, that have demonstrated best practices in supporting training 
and hiring of local people. Indeed, there is a growing track record of success 
on which to build a more concerted effort, and we return to this aspect below.

It will be important for Aboriginal organizations to enlist the support of unions 
for this endeavour. Historically, Canadian unions have been associated with 
issues of social and economic justice, and many collective agreements contain 
employment equity provisions. In addition, some unions, such as the United 
Steelworkers, have extensive experience with employment equity at the 
bargaining table and in the workplace.186

The Commission believes that major employers in the private sector will 
respond positively to a well-structured program because it makes good 
business sense and because it will help them meet their employment equity 
objectives. The Commission also believes there is a special onus on the public 
sector - federal, provincial and municipal governments and institutions - to 



contribute to this initiative. Indeed, there should be a mandate for participation. 
As Aboriginal governments assume many of the responsibilities now carried 
out by federal, provincial and municipal governments, public sector 
organizations have an obligation to help develop an Aboriginal work force to 
take over these activities.

Aboriginal and non-Aboriginal education and training institutions would need to 
be involved closely in this initiative to provide access to existing programs 
where these are relevant. They may also need to collaborate in the 
development of new programs, including the design of curricula for classroom 
and workplace-based training. Outreach services to rural and remote 
communities and in literacy and pre-employment training will also be required.

The Commission believes that federal and provincial governments should 
establish the framework for this special initiative by setting out the general 
principles, by providing funding, and by establishing the criteria for allocating 
funding in the following areas:

• support for Aboriginal organizations in the development of project proposals;  

• support for private sector employers to help meet their cost of job forecasting 
and planning workplace-based training and work experience;

• institutional training costs for participating trainees; and  

• subsidies or tax benefits for on-the-job trainee positions in companies.

Recommendations

The Commission recommends that

2.5.36

Federal and provincial governments fund a major 10-year initiative for 
employment development and training that is

• aimed at preparing Aboriginal people for much greater participation in 
emerging employment opportunities;

• sponsored by Aboriginal nations or regionally based Aboriginal institutions;  



• developed in collaboration with public and private sector employers and 
educational and training institutions; and  

• mandatory for public sector employers.

2.5.37

This initiative include

• identification of future employment growth by sector;  

• classroom and on-the-job training for emerging employment opportunities;  

• term employment with participating employers; and  

• permanent employment based on merit.

Employment equity

The special initiative we recommend is directed to selected major employers 
who can provide the kinds of jobs and work experience that would greatly 
increase Aboriginal employment. At the same time, the Commission believes 
that employment equity initiatives should apply to a much broader range of 
employers, especially given the rapid growth of the working-age Aboriginal 
population. Employment equity remains one of the few available levers with 
legislative backing to open up jobs in the wider  

Canadian economy.

The Commission believes that employment equity programs can work but that 
for this to happen, a new approach is needed to address the unique situation 
of the Aboriginal labour force. During our hearings, the Commission received 
briefs outlining the ingredients of successful initiatives. Various studies have 
documented employers’ best practices in addressing these issues, including 
the establishment of cross-cultural and anti-racist education programs, 
mentoring relationships, support groups, the use of secondments and acting 
appointments as part of a bridging strategy, inclusion of Aboriginal people in 
the shaping of employment equity programs, giving Aboriginal people credit for 
experience that helps them overcome seniority problems for promotion 



purposes, and involving unions in the design and implementation of 
programs.187 At the core of these initiatives is a collaborative approach and a 
clear understanding of the importance of Aboriginal involvement in the 
process. The brief submitted by the Canadian Bankers Association sets out 
these issues succinctly:

Increasing employment of Aboriginal people has presented special challenges 
to the banks. A major component of any success that has been achieved so far 
has been the co-operation and input of Aboriginal organizations and individuals 
(some of whom have become bank employees) and their willingness to enter 
into constructive partnerships. With their help, the banks’ efforts in employing 
Aboriginal people have become more focused and more informed in the past 
several years; the population of Aboriginal people in the industry almost 
doubled between 1987 and 1991. The industry still has a great distance to go 
in reaching an appropriate level of Aboriginal representation. The barriers to 
entry described earlier still exist, but we have now more clearly identified them 
and can only fully dismantle them with the assistance and understanding of the 
Aboriginal community.188

Another organization with extensive experience in this field is Syncrude 
Canada Limited, located near Fort McMurray, Alberta, which has an active 
program aimed at employment, local community development and business 
development. The company identifies and communicates its employment and 
work performance standards, offers cross- cultural training to management 
staff, and provides scholarships and summer employment for Aboriginal 
students. In 1992, 275 of its 4,300 employees were Aboriginal people, with an 
average of just over eight years with the company.189

To make employment equity work, the Commission believes that a new 
approach should have these central features:

• a long-term, planned and collaborative approach to change;  

• a renewed commitment from major public and private sector employers to 
eliminating discriminatory practices and barriers that impede the recruitment 
and retention of Aboriginal employees;

• shifting the emphasis from employers seeking to relate to individual 
applicants to the establishment of mutually beneficial and respectful relations 
between companies and Aboriginal communities, as represented in part by its 



employment- and training-related institutions;

• shifting the emphasis from the supply side of the problem (that is, counting 
Aboriginal employees and their representation in the labour force) to the 
demand side by asking employers to project the occupations in which they 
expect to see employment turnover and new hirings;

• asking employers to work with appropriate Aboriginal organizations, 
especially those providing employment services, education and training, to 
develop a strategy that could, if necessary, be formalized into an agreement 
whereby, in the short term, suitably qualified candidates could be referred to 
available positions and, in the medium to long term, Aboriginal people could 
undertake the education and training needed to qualify them for future 
openings;

• asking employers to commit to a strategy that would create a hospitable 
environment for the attraction and retention of Aboriginal employees, taking 
advantage of best practices elsewhere; here, also, Aboriginal organizations 
such as those engaged in providing employment services can make a 
substantial contribution; and  

• strengthening the independent auditing, monitoring and enforcement of 
employment equity programs to increase the accountability of those charged 
with meeting employment equity objectives and, in the absence of significant 
progress, considering tougher measures such as mandatory targets and 
sanctions for non-compliance.

Recommendations

The Commission recommends that

2.5.38

Employment equity programs for Aboriginal people adopt a new long-term 
approach involving

• the forecasting by employers of labour force needs; and  

• the development of strategies, in collaboration with Aboriginal employment 
services and other organizations, for training and qualifying Aboriginal people 



to fill positions in fields identified through forecasting.

2.5.39

These employment equity programs be strengthened by

• expanding the range of employers covered by federal, provincial and 
territorial legislation; and  

• making the auditing, monitoring and enforcement mechanisms more 
effective.

Employment services

Lack of information about jobs was cited by between one-quarter and one-third 
of respondents in the Aboriginal peoples survey, depending on the Aboriginal 
group (Table 5.15). There is a significant gap between employers in urban 
areas, the vast majority of whom have no Aboriginal employees and are 
unfamiliar with the Aboriginal community, and Aboriginal people looking for 
work, who have only a limited knowledge of, and even less connection to, 
potential employers. Sociological studies of the job-finding process have 
repeatedly underlined the importance of personal connections and networks in 
finding and obtaining jobs. Notwithstanding models of recruitment that 
emphasize the importance of formal advertising so that a broad range of 
applicants can apply and from whom the most qualified are theoretically 
selected, the reality is that typically only a small percentage of vacancies are 
advertised.

In many cases, people learn of vacancies through a relative or friend with 
inside knowledge. Employers, particularly smaller ones, are inclined to accept 
referrals from existing employees. Interpersonal networks are important in 
notifying job searchers of new openings and offering advice on how to present 
applications to meet particular job requirements. Applicants outside these 
networks may be further restricted by collective agreements that specify that all 
vacancies above the entry level be offered first to existing employees. 
Members of the Aboriginal labour force often do not have interpersonal 
networks or connections with non-Aboriginal employers and vice versa. The 
connections need to be forged in a deliberate manner by employment service 
agencies.



Several urban centres have at least one Aboriginal agency providing 
employment services, usually with financial support from the department of 
human resources development. These agencies help to connect the Aboriginal 
labour force in urban areas with potential employers, including employers not 
covered by employment equity legislation. However, the Commission believes 
they have an important role to play in making employment equity work more 
effectively for the Aboriginal community, particularly as catalysts and focal 
points for the development of collaborative arrangements and integrated 
approaches.

Aboriginal Training and Employment Services (ATES) in Winnipeg 
demonstrates the role employment service agencies can play.190 Established 
by the Manitoba Metis Federation in 1973, the agency now serves all 
Aboriginal groups and is governed by an Aboriginal board. It offers a range of 
services to job seekers, including assessments to identify skills and 
employment barriers, counselling, résumé writing, interview practice and job 
search assistance. The agency has also developed innovative training 
programs, involving employers as much as possible in a range of activities, 
from the design of training to on-the-job placements and employment. A 1993 
bank teller training program, for example, was negotiated by ATES and offered 
in co-operation with the Bank of Montreal and the Canadian Jobs Strategy. 
After 22 weeks of training, both in the classroom and on the job, all 12 trainees 
were offered a minimum of 20 hours per week of employment with the bank as 
well as the opportunity to compete for more hours and for full-time positions in 
the future. ATES screened applicants for the project and provided support and 
follow-up for them.

ATES has also been approached for help by employment equity employers, 
and has responded out of a conviction that this mediating role is necessary if 
employment equity is to work. However, it has no formal mandate in this area, 
nor does it receive financial support to perform this role. Indeed, the agency's 
staff complement has not increased appreciably since its inception, even 
though the number of clients has increased enormously.

Agencies such as ATES face an unpredictable future because of the lack of 
commitment by governments to long-term funding.

ATES's funding is only year to year which places staff in a very insecure 
position, and increases have not kept pace with the cost of living. Real salaries 
have, therefore, been falling, and ATES has not had the resources to put in 
place its own staff development program for the medium/long term. The net 



result has been a tendency for staff to move on as soon as they have 
experience and can command a higher salary elsewhere. This is unfortunate 
because staff are committed to the work and would develop career plans within 
ATES if funding were secure, salaries competitive, advancement possible and 
the future reasonably predictable. The move to training programs in itself does 
not help this problem because funding is obtained only on a project by project 
basis. Apart from perpetuating staff insecurity, this also means that premises 
and equipment rented for specific training projects must be returned as each 
project expires and released as new projects are approved. This plays havoc 
with continuity.191

Because of the role of Aboriginal employment agencies in connecting the 
urban Aboriginal labour force with potential employers, including employment 
equity employers, the Commission has reached the following conclusions:

• Aboriginal employment services agencies should be in place in all major 
urban areas of the country.

• These agencies should have a mandate that includes a role in the 
Commission's proposed 10-year employment initiative. They could also assist 
in implementing the Commission's approach to employment equity, which goes 
beyond short-term application preparation and referral to involve long-term 
collaboration with employers.

• The agencies also require a firm financial footing so that they have the 
stability to plan, to develop long-term working relationships with employers and 
other agencies, and to keep and develop their staff. While governments must 
shoulder this funding responsibility in large measure, major companies that 
use the services of Aboriginal employment agencies should provide a fee for 
service as part of the long-term partnership we have suggested. Such services 
can be provided by both private and public sector (not-for-profit) organizations.

• Aboriginal people in urban areas need culturally appropriate employment 
services that can meet their diverse needs arising from sex, age, parental 
status, migration, temporary job dislocation, recent imprisonment, or severe 
handicaps related to employability (for example, physical or mental disabilities, 
drug addiction and low levels of education).

• As with economic development policy and programs, Aboriginal employment 
services should also make the transition from being funded programs of 



federal or provincial-territorial governments to becoming part of the range of 
services provided by Aboriginal institutions in the context of self-government. 
Again, appropriate financial transfers will need to be negotiated.

Recommendation

The Commission recommends that

2.5.40

Canadian governments provide the resources to enable Aboriginal 
employment service agencies to  

(a) locate in all major urban areas;  

(b) have stable, long-term financial support;  

(c) play a lead role in the 10-year employment initiative, contribute to the 
effectiveness of employment equity, and offer the wide range of services 
required by a diverse clientele; and  

(d) evolve from being a program of federal, provincial and territorial 
governments to being one of the services provided by Aboriginal institutions on 
behalf of Aboriginal governments where appropriate, with appropriate financial 
transfers to be negotiated.

Employment opportunities in Aboriginal communities

Aboriginal people have made employment gains in recent years by taking over 
the delivery of services previously offered by non-Aboriginal personnel, such 
as housing, income support and economic development programs. 
Communities have also employed their own members in reserve-based 
schools and Aboriginal family and children's service agencies.

This source of employment growth has not yet run its course but will continue 
to generate jobs as Aboriginal communities pursue self-government. Indeed, 
negotiations are under way in many parts of the country to assume 
responsibility for areas of jurisdiction such as education, policing and fisheries 
management. The Mi'kmaq Nation in Nova Scotia, for example, has formed a 
province-wide education authority and is in the process of taking over all 



education responsibilities from the federal department of Indian affairs. A 
political accord signed by the Mi'kmaq chiefs of Nova Scotia and the minister of 
Indian affairs on 4 November 1994 commits both parties to actions that will 
result in Mi'kmaq jurisdiction over education. A formal agreement will lead to 
enabling legislation being introduced in the House of Commons.

In Cape Breton, a Mi'kmaq police force has been formed to provide policing 
services to the region's communities once provided mainly by the RCMP. In 
Saskatchewan, Métis people, in their negotiations for self-government, expect 
to identify a range of services that can be put under Métis jurisdiction and to 
staff them with a highly qualified Métis civil service.

The Commission's research also provides some evidence of room for 
employment growth within Aboriginal communities. In Pangnirtung, for 
example, only about half the federal and territorial government jobs are held by 
Inuit, although the ratio is better for local government positions.192 At Alert 
Bay, the Nimpkish Band Council has 70 employees, of whom 59 are 
Aboriginal. There are numerous positions in the local schools, the health 
centre and other sectors where Aboriginal employment could be expanded.193

Figure 5.5, based on special tabulations of the 1991 census, shows that only 
59.7 per cent of all on-reserve jobs were held by First Nations people in 1991. 
While Aboriginal people predominate in the senior management positions 
(almost 90 per cent), their share of middle management and professional jobs 
was less than half. In other occupational groups, Aboriginal people accounted 
for between one-half and two-thirds of employees.194 The need for Aboriginal 
management and professional staff will grow significantly as Aboriginal people 
assume responsibilities associated with self-government and control of lands 
and resources, and strategies will be needed to ensure that the education of 
Aboriginal people will meet this demand, an issue addressed in the following 
section on education and training.

Sustainable employment creation cannot be achieved solely by Aboriginal 
people taking over public service jobs in their communities. To ensure long-
term employment, it will be necessary to build on the opportunities created by 
self-government and control over lands and resources. The Crees of Quebec 
provide an instructive example of how this can be done. The Cree Construction 
Company (Quebec) Ltd. was established in 1976 with a mandate to construct 
houses in Cree communities. It later expanded into road construction and 
maintenance, infrastructure and renovation works, and environmental projects. 



The company reached just under $66 million in business volume in 1993-94, 
with a profit of $4,253,000 before taxes and a net profit of $2,678,082. During 
the peak season that year, 250 Cree were employed throughout the territory. 
The company is now looking to expand into international markets.195

Employment opportunities can also be created through the strategic leverage 
of existing capital in Aboriginal communities. The 1992 study conducted for the 
Shuswap Nation Tribal Council found that close to 80 per cent of all consumer 
expenditures (groceries, restaurants, auto care, clothing, and cultural and 
leisure activities) were made off-reserve. At an average of $16,700 per 
household, the 457 households in these communities inject $7.3 million 
annually into the non-Aboriginal economy.196 An 'import replacement' strategy 
based on the development of businesses within Aboriginal communities 
provides considerable scope for employment creation.



 

Recommendation

The Commission recommends that

2.5.41

Aboriginal nations adopt policies whereby

• their members continue to assume positions in the public service within their 
communities;



• as much as possible, they buy goods and services from Aboriginal 
companies; and  

• they provide opportunities for skills development, business growth and the 
recycling of spending within their communities.

Child care

As shown in Tables 5.15 and 5.16, close to 10 per cent of respondents in the 
1991 Aboriginal peoples survey identified the lack of child care as a barrier to 
employment. That there is a shortage of long-term, affordable, culturally 
appropriate child care services is demonstrated by widespread community-
based efforts to increase the supply. The initiatives that have succeeded or 
that promise success have been realized in the face of many barriers and only 
with the dedication and creative effort of committed individuals.

Funding arrangements have presented a major barrier in the past, although the 
situation has improved with the launching of programs such as the federal 
government's Aboriginal Headstart initiative and the First Nations and Inuit 
child care program. The Child Care Initiatives Fund (begun in 1988 and 
terminated in 1995), which funded community-based initiatives in early 
childhood development, was also useful in demonstrating the variety of 
creative approaches to child care that communities find appropriate.

Most provinces offer child care subsidies as part of programs to get people 
back to work or pursue training, but support for the establishment and 
operation of facilities varies widely. Newfoundland, for example, provides no 
support. Most successful ventures have been co-ordinated with, and have 
drawn funding from, a combination of education, child care, employment and 
social programs.

Inflexible regulations present another barrier. Some licensing requirements, 
particularly in non-urban communities, are almost impossible to meet (for 
example, staff qualifications, facilities). Others are simply inappropriate for 
Aboriginal communities — the use of fences to delimit play areas, for example, 
and the requirement for cribs when hammocks are used traditionally. In 
Pangnirtung, housing regulations as well as child care regulations frustrated an 
initiative on the part of local women:



Many women suggested that running several small daycare centres in homes 
throughout the community would decrease the financial risk and increase the 
quality of formal child care. As well, this type of daycare would be a culturally 
familiar extension of the current system of baby-sitting within and between Inuit 
families. However, 'business' activity is not allowed in housing units owned by 
the GNwT Housing Corporation ... .The complicating factor ... is that 90 per 
cent of Inuit families have no choice but to live in a house owned by the 
Corporation ... .Consequently, women who clearly see a potential opportunity 
to generate their own income by providing a necessary service ... are stopped 
at the outset by legislation they feel powerless to avoid or change.197

Lack of community support often presents problems. A continuing concern of 
Aboriginal women, especially in northern and remote communities, is a lack of 
support for child care from male-dominated Aboriginal governments. This was 
also reported as a problem in some southern communities, where child care 
staff are not respected by chiefs and councils. Among the possible 
explanations is that men in management or leadership positions often have the 
financial means to enable their wives to stay at home.198

Obtaining the management training and expertise to run a child care centre is 
a challenge, particularly in northern and remote communities. Similarly, 
meeting provincial licensing standards, which often require formal 
qualifications rather than on-the-job experience, can be almost impossible. 
Finally, where training is available, the curriculum and approach require 
substantial adaptation to meet the needs of Aboriginal children from varying 
cultures. There is a strong demand for an Aboriginal cultural component in 
child care training programs and for training in methods of child rearing 
appropriate to the cultures of the children. In this context, there is also a desire 
to draw on the resources of elders and to have their qualifications and services 
recognized.

Most provinces have child care subsidy programs, but access to them varies. 
First, subsidies are generally limited to parents using provincially licensed 
services and to those pursuing employment or educational opportunities. 
Generally, there is a cap on the number of subsidies available, putting new 
entrants to training programs and the labour force at a disadvantage. In 
addition, although the subsidized cost to parents appears very low ($1 to $4 a 
day per child), affordability and hence access appear to be very sensitive to 
slight changes in the cost. In Winnipeg, for example, raising the subsidized 
parents' share from $1 to $2.40 per day "is reported to have led a number of 
Aboriginal families to withdraw their children from day care centres ... [and to 



have] put child care out of the reach of many poor families, and especially 
those with more than one child in day care".199 Chipping away at child care 
subsidy programs in response to fiscal pressures can have a profound effect 
on Aboriginal families' access to child care.

As with other social services, child care also suffers from a lack of jurisdictional 
clarity and a consequent avoidance of funding responsibility:

Under the Constitution Act, 1867, section 91(24), the federal government has 
jurisdiction for reserve lands and all Indians ... .Meanwhile, the provincial and 
territorial governments have jurisdiction over child welfare and child care 
services. This situation has created a continuing jurisdictional ambiguity over 
Aboriginal child care in some parts of the country. The federal government has 
argued that provincial governments should be responsible for funding child 
care, while some provincial governments argue that the federal government 
should fund child care services that are directed to reserves or status Indians.

The Aboriginal child care situation in the Ontario and Quebec region illustrates 
the variations that have evolved across the country in terms of federal and 
provincial roles in Aboriginal child care. While Ontario has had a long-standing 
agreement with the federal government that clearly sets out funding 
arrangements, in Quebec, there is no similar agreement, although the 1975 
James Bay Agreement established that the province should extend child care 
services to reserves in the James Bay region. The Department of Indian Affairs 
has a clear and substantial role in Ontario, while it does not have a significant 
role in Quebec.200

The result of these jurisdictional and funding disputes is that many Aboriginal 
people are left without the child care services they need. On reserves, there is 
insufficient provision of child care. Métis people do not qualify for Indian affairs 
funding. And in urban areas, except where Aboriginal children make up a 
substantial proportion of the local population, there is little commitment by 
provincial agencies to fund the development of Aboriginal-specific child care 
that departs from mainstream models.

Child care services are necessary to allow more parents to take advantage of 
education and employment opportunities, but it is not enough to view them 
only from this perspective. In Volume 3, Chapter 5 we examine early childhood 
education and the importance of instilling Aboriginal identity, building 
Aboriginal language skills, and introducing the values and customs integral to 



Aboriginal life during early childhood. From this perspective, Aboriginal people 
need access to child care services that are culturally appropriate and 
integrated with other social and economic objectives.

Recommendations

The Commission recommends that

2.5.42

Aboriginal, federal, provincial and territorial governments enter into 
agreements to establish roles, policies and funding mechanisms to ensure that 
child care needs are met in all Aboriginal communities.

2.5.43

The federal government resume funding research and pilot projects, such as 
those funded under the Child Care Initiatives Fund, until alternative, stable 
funding arrangements for child care services can be established.

2.5.44

Aboriginal organizations and governments assign a high priority to the 
provision of child care services in conjunction with major employment and 
business development initiatives, encouraging an active role for community 
volunteers as well as using social assistance funding to meet these needs.

2.5.45

Provincial and territorial governments amend their legislation respecting the 
licensing and monitoring of child care services to provide more flexibility in the 
standards for certification and for facilities that take into account the special 
circumstances of Aboriginal peoples.

Job creation and economic policy

Later in this chapter, we underline the importance of education and training 
strategies and of more innovative approaches to reducing dependence on 
income support programs. These measures, and many of those outlined in this 
section as well, are of little avail when the jobs are not there. Under these 



circumstances, training programs simply become warehouses for the 
unemployed, employment service agencies lose their effectiveness, and 
programs designed to put welfare recipients back to work are likely to end in 
disillusionment and despair.

The economy appears less and less capable of producing the high levels of 
employment characteristic of earlier decades. There are many reasons for this 
— stronger international competition, the effects of labour-saving technologies, 
reduced demand for goods and services as a result of slower overall 
population growth and a decline in family income — but the result is that many 
more Canadians are looking for work than there are jobs to accommodate 
them.

Indeed, the average rate of unemployment has increased steadily in each 
decade since 1950. Even in the mid-1990s, a period of economic growth, the 
unemployment rate hovers around 10 per cent, and projections for the 
remainder of this decade do not suggest much change. With this level of 
unemployment, some 1.5 million Canadians, most of whom were experienced, 
reasonably well educated, and living within commuting distance of potential 
jobs, were looking for work.

Despite this, Canadian social policy continues to focus on the supply side of 
the labour market, addressing poverty and unemployment among particular 
groups and in specific regions. The typical policy response is to suggest that 
those on welfare and unemployment insurance should be lured into the labour 
market by financial or other incentives, yet the intended beneficiaries are well 
aware of the futility of job searches or training when there are no jobs. As 
demonstrated in Table 5.15, Aboriginal people are aware of the problem as 
well. Training strategies in the absence of employment development strategies 
are inadequate to the challenges of the 1990s.

To date, policy interventions on behalf of the Aboriginal labour force have 
generally taken the number and types of jobs in the Canadian economy as a 
given. While some attention has been given to business development in recent 
years, the main thrust of public policy has been to provide income support 
(which provides for a bare, and demoralizing, existence) or to carve out a place 
for the Aboriginal labour force through strategies such as employment equity 
and education and training. These strategies are important, but a fundamental 
problem continues to be the lack of jobs.

The Commission therefore believes that the economic policy of all levels of 



government should emphasize job creation. While recognizing the constraints 
imposed by international financial markets, the Commission is of the view that 
government policy should favour macro-economic policy stances that lean 
toward the creation of jobs through low interest rates and moderate exchange 
rates. To be effective, such a policy will require co-operation from major 
players in the economy to hold costs, wages and profits at levels that do not 
fuel inflation and defeat the aim of maximizing job creation potential in a high-
productivity economy. The contribution of lower government debt and, hence, 
lower taxes to job creation will also be significant.

2.8 Education and Training

Few topics received more mention during our public hearings than education 
and training as part of a strategy for change. Knowledge, expertise and 
experience are essential for Aboriginal people to regain control over economic 
development institutions, to manage their lands and resources, to expand their 
business base and to participate, if they choose, in the mainstream economy. 
In this section, we seek to identify the key education and training issues to be 
addressed if Aboriginal economies are to be strengthened. We leave most 
recommendations, however, to the more extensive discussion in Volume 3, 
Chapter 5.

While we wish to underline the importance of investing in education and 
training, we also emphasize that it is not a panacea. Some types of education 
and training are more useful than others. Some Aboriginal groups benefit more 
than others. Other factors also contribute to the sharp differences in 
unemployment rates between Aboriginal and non-Aboriginal people. We also 
address specific skills shortages in fields crucial for rebuilding Aboriginal 
economies.

Education, training and labour market outcomes

In the Canadian labour force as a whole, people with higher levels of education 
can generally expect to benefit from higher levels of labour force participation, 
a higher probability of employment, and higher levels of earned income. These 
patterns hold for the Aboriginal labour force as well, but not always and not 
equally for all subgroups. Figures 5.6 and 5.7 show that

• with each higher level of education achieved, levels of labour force 
participation improve and the rate of unemployment usually decreases;



• levels of employment improve substantially with the completion of a university 
degree but not with a high school certificate and only some post-secondary 
courses; and  

• the gap between Aboriginal and non-Aboriginal people tends to diminish as 
the level of education improves, showing that investments in education 
improve labour market outcomes and reduce inequalities.

 



The Commission was interested to learn what other factors might contribute to 
successful outcomes. To that end, we made comparisons among Aboriginal 
people — for example, between those active and not active in the labour 
market, between those employed and not employed, and between those who 
have and have not taken post-secondary programs.

 

The principal factors contributing to higher rates of labour force participation 
are high school completion, sex and geographic location. Those who complete 
high school are much more likely to participate in the labour force than those 



who do not. This is true for both males and females, although the participation 
rate is lower for females, undoubtedly because of their role in child rearing. 
Geographic location is, of course, important because the availability of jobs 
varies significantly between rural and urban areas and from one region to 
another.

Those who have taken post-secondary studies do not have rates of labour 
force participation that are very much or uniformly higher than those who have 
completed high school. Obtaining a university degree does lead to better 
results, but the university degree group represents only a small proportion of 
those who have studied at the post-secondary level, and for the group as a 
whole the results are not strong.

There is also a small difference between those who speak an Aboriginal 
language and those who do not, with the latter having a slightly higher 
probability of participating in the labour market. This difference becomes more 
pronounced as one moves from the north and on-reserve locations (where 
Aboriginal language speakers are more likely to be in the majority) to off-
reserve and southern locations (where Aboriginal language speakers are more 
likely to be in the minority). Both Aboriginal and non-Aboriginal speakers are 
less likely to participate in the labour force if they live on reserves.

The rate of employment among those participating in the labour force tends to 
be highest in the older groups, that is, beyond 15 to 24 years. Females are 
more likely to be employed than are males, and on-reserve males fare 
significantly worse than on-reserve females, although their rate is somewhat 
better if they have a post-secondary education. The probability of employment 
is higher for non-status Indian people than for Métis people, Inuit and status 
Indians. It is also higher for those living off-reserve in southern rural and urban 
areas.

Data from the Aboriginal peoples survey show that the completion of training 
programs also has a modest positive impact on employment prospects. For the 
working age population (15 to 54 years) not attending school full-time, the 
probability of employment improves from about 50 to 62 per cent among those 
who have completed an occupational training program, a benefit that holds 
across all regions and for both males and females. As with education, data on 
training indicate the importance of completing a program. This pattern is 
consistent across all regions, although less so for those living on-reserve.



Interestingly, those who have completed a longer program have a lower 
probability of finding employment than those completing a shorter program, but 
both groups have better results than those who have not completed a program 
at all. The explanation could be that those who take shorter training programs 
are more likely to be employed at the time of the program or need only a 
refresher course to become employable. Those taking longer programs may 
be less well connected to the labour market.

Thus far, we have seen that education and training have positive effects on 
labour market outcomes, but they are not the only factors at work. We also 
know that the Aboriginal population differs in many respects from the general 
population in that it has less education, is younger, and is more likely to live in 
remote areas, which may account for some of the inequalities discussed 
earlier. An important consideration for the Commission was whether 
differences in labour market outcomes between Aboriginal and non-Aboriginal 
populations could be accounted for by the characteristics of the Aboriginal 
population. If policy aimed at reducing inequalities focuses only on education 
and training and obvious differences such as geographic location, other more 
subtle differences may go unobserved.

Researchers for the Commission analyzed the reduction in inequalities that 
could be expected to occur if the Aboriginal population had the same 
characteristics as the non-Aboriginal population.201 The groups differ on a 
range of characteristics, including province of origin, marital status, level of 
education and training, age, and bilingualism in English and French. These 
differences can be expected to have an impact on labour market outcomes. 
Some of the main conclusions of the analysis are as follows:

• In comparing Aboriginal persons living off-reserve and outside the Yukon and 
the Northwest Territories with non-Aboriginal Canadians, most of the gap in 
labour market outcomes is found with single-origin Aboriginal persons (that is, 
persons who stated on the census form that they were Métis, Inuit or North 
American Indian) — those reporting multiple origins are much closer to the 
Canadian average.

• If single-origin Aboriginal people are assumed to have the same level of 
education and training as non-Aboriginal Canadians, the gap on outcome 
measures such as the unemployment rate, employment in full-time, full-year 
jobs would be reduced by 10 to 25 per cent, and the gap in earnings for full-
time full-year workers would be reduced by 19 per cent for men and 43 per 
cent for women.



• If all observed characteristics were assumed to be equal (not only education 
and training but also age, marital status, province of residence and so on), 
then the gap would be reduced by an average of 50 per cent (although the 
range is from one-third to two-thirds depending on the outcome measure).

• Single-origin Aboriginal people living off-reserve generally have more positive 
labour market outcomes than those living on-reserve. If we compare the two 
groups and assume that the on-reserve group has the same education and 
training as the off-reserve, the reduction in the gap between them is 
approximately the same as that reported above — an improvement of seven to 
33 per cent on employment outcomes but less than 10 per cent on earnings. If 
all observable characteristics were the same, the reduction in the gap on 
employment and earnings outcomes would range from 31 to 89 per cent.

The remaining gap in labour market outcomes between Aboriginal and non-
Aboriginal Canadians could perhaps be accounted for if other characteristics 
could be factored into the equation, but data are not available. In the off-
reserve context especially, the unexplained residual is usually attributed to the 
effects of discrimination, but since this is not measured, it could be mixed up 
with other factors such as lack of information about and personal connection to 
the job market and a reluctance to work in non-Aboriginal settings perceived as 
hostile. In the on-reserve context, the remaining gap could be accounted for by 
such factors as the lack of jobs in the local labour market, discrimination 
against reserve residents seeking employment off-reserve, or the effect of tax 
benefits on wages.

Shortages in specialized knowledge and skills

Investments in education and training are needed to improve employment 
prospects for Aboriginal people and to develop Aboriginal economies. A new 
order of skills is required for effective self-government, resource management 
and enterprise development.

In this regard, the Council for the Advancement of Native Development 
Officers (CANDO), which represents community economic development 
officers, has concluded that there are key knowledge and skills gaps among 
Aboriginal economic development officers that cannot be filled by any one of 
the many economic development-related programs.202 Officers expressed a 
need for greater knowledge of environmental legislation, business corporation 



acts, sources of capital, economic development in other Aboriginal 
communities, economic principles, business taxation, and lands and natural 
resources management.

Current trends suggest major shortages of Aboriginal people educated in fields 
such as economics, community planning and development, business 
management, forestry, biology, resource conservation, wildlife management, 
geology and agriculture. With only five registered professional foresters and 
less than a dozen registered professional geologists of Aboriginal ancestry in 
all of Canada, the challenge of overcoming these shortages is clear. There are 
also serious gaps in other fields where a math or science base is required, 
such as engineering and the health sciences.

The dimensions of the problem are revealed in Table 5.18, which compares 
Aboriginal and Canadian populations aged 15 to 49 years, showing the 
percentage in each group that has completed a post-secondary degree or 
certificate in various fields of study. Typically, the percentage of Aboriginal 
people with a certificate or degree in these fields is about half that of the 
Canadian population, and sometimes the percentage is much smaller.

The challenge for Aboriginal nations is not just to close the gap in a static 
environment, but to close it in an economic environment that increasingly 
demands higher levels of skills, knowledge and expertise. In 1990, the 
Economic Council of Canada observed:

Overall, the occupational shifts that have occurred over the past 15 years have 
led to an acceleration in the growth of highly skilled jobs — i.e., managerial, 
administrative, and professional and technical occupations. These categories 
accounted for one third of all employment growth from 1971 to 1981, and 77 
per cent of the growth from 1981 to 1986.203

In its recent discussion paper on social security reform, the federal department 
of human resources development estimated that nearly half (45 per cent) of 
new jobs created between 1990 and 2000 will require more than 16 years of 
education and training.204

TABLE 5.18
Selected Fields of Study, Aboriginal Identity and Canadian Populations 
Age 15-49, 1991



   

Field of Study
Aboriginal Identity 
population Canadian Population

No. % No. %
Economics 185 0.06 63,160 0.44
Business and Commerce 3,115 0.96 266,120 1.82
Finance Management 2,470 0.76 316,580 2.16
Industrial Management and 
Administration 995 0.31 121,380 0.83

Institutional Management and 
Administration 345 0.11 39,920 0.28

Marketing, Merchandising  and 
Retail Sales 1060 0.33 112,145 0.77

Agricultural Science and Technology 515 0.16 73,035 0.50
Biological Science and Technology 230 0.08 59,925 0.41
Household Science and Related 2370 0.73 110,845 0.76
Veterinary, Zoology and Other 470 0.15 34,740 0.24
Engineering and Applied Sciences 555 0.18 219,900 1.50
Environment and Conservation 
Technology 390 0.12 13,910 0.10

Geography 135 0.05 31,855 0.22
Man and Environment — — 14,705 0.11
Loisirs,et,voyages 525 0.17 49,075 0.34
Primary Industry 975 0.30 30,635 0.21
Geology and Related — — 23,010 0.16

Total Population Age 15-49 325,460  14,664,240  

Note: Includes persons who have a completed university degree or post-secondary non-
university certificate.

Source: Statistics Canada, 1991 Census and Aboriginal Peoples Survey (1991), custom 
tabulations.

Prospects for the future

To appreciate the magnitude of the challenge presented by the need for an 



educated Aboriginal work force, it is necessary to look beyond current 
shortages to the pool from which future expertise will be developed. Table 5.19 
compares the Aboriginal and non-Aboriginal adult populations, showing their 
highest level of education received.

TABLE 5.19
Education Levels among Aboriginal Identity and Canadian Populations 
Age 15-64 No Longer Attending School, 1991

Highest 
Level of 
Education

Registered North 
American Indians

Non-
Registered 
North 
American 
Indians

Metis Inuit Total 
Aboriginal

Total 
CanadaOn- 

reserves
non- 
reserve

Less than 9 
Years 39.7 18.3 11.6 19.1 46.6 25.4 11.8

Secondary, 
No Certificate 29.8 35.3 31.1 34.2 20.1 32.1 22.8

Secondary 
Certificate 8.3 13.4 19.4 14.8 8.7 12.8 21.2

Non-
University, 
No Certificate

6.9 8.8 7.2 8.5 8.6 8.0 6.2

Non-
University 
Certificate

10.6 14.9 19.0 15.3 13.2 14.1 17.9

University, 
No Degree 3.4 6.1 6.0 4.4 1.8 4.7 7.9

University 
Degree 0.9 2.8 5.2 3.3 — 2.6 12.2

Note:

* Figure suppressed; coefficient of variation is higher than 33.3 percent.

Source: Statistics Canada, 1991 Census and Aboriginal Peoples Survey (1991), custom 
tabulations.

These figures show that the sharpest differences between Aboriginal and non-
Aboriginal populations exist at the two extremes of the education continuum — 
in the higher percentage of Aboriginal people with education levels of Grade 8 



or less and the smaller percentage of Aboriginal people with post-secondary, 
especially university, education. Table 5.20 shows the same figures by age 
group.

The first row of Table 5.20 suggests that incomplete elementary school 
education is concentrated largely in the population aged 50 to 64 years. This 
concentration is not surprising, but it is troublesome because the older group is 
most vulnerable to displacement and long-term unemployment in the event of 
job loss. It is also disturbing to see, in the second row, the high proportion of 
youth who fail to complete high school when the jobs of the future, including 
those associated with self-government and resource management, demand 
high school completion or better. The last two rows of the table also show a 
retention problem with respect to Aboriginal university students. For each of 
the age groups, the percentage of Aboriginal students who have left university 
with no degree is larger than the percentage who graduated.

TABLE 5.20
Education Level among Aboriginal Identity Population Age 15-64 No 
Longer Attending School, by Age Group, 1991   

Highest Level of 
Education

15-24 
years

25-49 
years

50-64 
years Total Aboriginal Total Canadian

Less than 9 Years 20.7 19.9 54.9 25.4 11.8
Secondary, No 
Certificate 47.8 30.5 16.7 32.1 22.8

Secondary 
Certificate 15.1 13.2 7.9 12.8 21.2

Non-University, No 
Certificatet 7.7 8.8 4.8 8.0 6.2

Non-University 
Certificate 5.7 18.1 9.5 14.1 17.9

University, No 
Degree 2.3 5.8 3.3 4.7 7.9

University Degree 0.3* 3.4 2.6 2.6 12.2

Note:

* Figure to be used with caution; the coefficient of variation of the estimate is between 16.7 
and 33.3 per cent.



Source: Statistics Canada, 1991 Census and Aboriginal Peoples Survey (1991), custom 
tabulations.

The development of expertise to support Aboriginal economic development 
requires concerted action on four fronts:

• improving high school completion rates so that more Aboriginal students 
qualify for post-secondary education and training;

• strengthening the teaching of mathematics and science in elementary and 
secondary schools so that young people entering post-secondary programs 
have the qualifications to enter fields of study requiring these capabilities and 
knowledge;

• improving levels of enrolment in and completion of university education; and  

• increasing the number of Aboriginal students enrolled in and graduating from 
programs of study that are particularly needed for the development of 
Aboriginal economies.

Figure 5.8 suggests there has already been impressive progress in keeping on-
reserve children (the only group for whom data are available) in school to the 
grade 12 level. However, a 1991 retention rate of 53.6 per cent is still very low 
by Canadian standards and suggests the need for a much greater effort to 
keep children in school. In Volume 3, Chapter 5 we examine the factors 
contributing to the successful education of Aboriginal children and, in 
particular, the importance of factors such as curriculum design, language 
education, Aboriginal control and parental involvement.

Educational reforms, role models and the need for Aboriginal control and 
commitment to better approaches to education are critical to the success of our 
strategy for economic development. They will raise aspirations and help to 
ensure that Aboriginal children are qualified for post-secondary education. The 
proposals for Aboriginal-controlled post-secondary institutions and improved 
access to programs in other institutions will ensure that Aboriginal students can 
pursue courses in environments that are culturally relevant. Beyond those 
reforms, the Commission believes that educational institutions need to take a 
close look at the kinds of programs offered to Aboriginal students.

A shortage of educated Aboriginal personnel has been identified in various 



fields in the past, and it is helpful to reflect on how these shortages were 
overcome. An important factor has been the design of programs to attract 
students to particular disciplines. When the program of legal studies for 
Aboriginal people was started in 1973 at the University of Saskatchewan, there 
were, as far as could be determined, only four lawyers and five law students of 
Aboriginal ancestry in Canada. Of the estimated 250 Aboriginal lawyers in 
Canada today, most were introduced to the study of law through the University 
of Saskatchewan's program.

The Indian Social Work Education Program at the Saskatchewan Indian 
Federated College had just a half-dozen students in 1976, but since then, 
more than 390 have graduated with degrees or certificates. In 1987, the 
college began offering math and science courses for students interested in 
entering one of the health science programs or the school of business and 
public administration. In 1991, more than 650 semester-course students were 
enrolled.205

Other efforts are also helpful. Over the past few years, infrastructure has been 
developed to promote interest in science and technology among Aboriginal 
youth. For example, the Canadian Aboriginal Science and Engineering 
Association (CASEA ) seeks to enhance the number of Aboriginal scientists 
and engineers. CASEA works directly with Aboriginal youth through a role 
model program, support for summer science camps, teacher instruction 
programs, science and engineering career fairs and other activities. Since 
1992, it has co-ordinated and supported the participation of Aboriginal youth in 
the Shad Valley program, an award-winning education and work experience 
program for high achieving youth. About 30 Aboriginal youth have gone 
through the program so far.

The Canadian Aboriginal Science and Technology Society (CASTS), a non-
profit organization established in 1992, also seeks to increase the number of 
Aboriginal engineers and scientists and to develop technologically informed 
leaders within Aboriginal communities. CASTS supports networking 
opportunities for corporate members, professionals, educational institutions 
and students from elementary schools, secondary schools, and universities 
and colleges. Both CASEA and CASTS are important innovations because 
they reach out to the youngest part of the population to build the interest that 
will lead to career paths so important for Aboriginal economies.

Conclusions



Our recommendations on education and training are set out in Volume 3, 
Chapter 5. Here, the Commission draws conclusions about the policy 
implications of education and training for economic development and 
recommends areas for priority attention.

First, while there is strong reason to believe that further investments in 
education and training will improve labour force outcomes, the potential 
benefits should not be exaggerated. They will help, but they will reduce 
inequalities by only 10 to 25 per cent, even if equality in levels of education 
and training is achieved. Even when other observable characteristics are taken 
into account, there remain gaps in labour market outcomes for single-origin 
Aboriginal and non-Aboriginal Canadians on the order of 50 per cent.

Second, high school completion rates must continue to improve. Youth who fail 
to complete high school face a labour market that increasingly demands 
completion or better. Future generations must have at least the minimum 
required for success in employment and for entry into higher education.

Third, we have the drawbacks of obtaining some post-secondary education or 
training but not acquiring a degree or certificate. This does not apply to 
university education or to all subgroups uniformly. For example, the results 
differ somewhat by sex, age and on- or off-reserve location. Nevertheless, this 
finding warrants further investigation. The picture might change if it were 
possible to separate out those who completed non-university post-secondary 
studies from those who enrolled but did not complete their studies. The result 
may also hinge on the kinds of occupations that predominate in the non-
university post-secondary field and their vulnerability to fluctuations in the 
demand for labour.

Fourth, in addition to increased enrolment in and completion of university 
education, more graduates in scientific technology and economic development 
are particularly needed. A very low number of Aboriginal students are enrolled 
in, or have graduated from, scientific and technical programs.

Finally, lack of completion of elementary school among older Aboriginal people 
must be addressed. As we discuss in Volume 3, Chapter 5, the most pertinent 
policy direction for this portion of the population is adult education and literacy 
programming, including encouragement to return to school to complete 
studies. Educational solutions may not always be appropriate, however, and a 
number of our recommendations would go some distance to improving the 



economic situation of those with low levels of education (for example, 
expanding the land and resource base, supporting the traditional economy, 
making innovative use of income support programs).

 

Recommendation

The Commission recommends that

2.5.46

To rebuild Aboriginal economies, all governments pay particular attention to



• the importance of enrolment in education and training programs and of 
retention and graduation;

• strengthening the teaching of mathematics and the sciences at the 
elementary and secondary levels;

• improving access to and completion of mathematics and science-based 
programs at the post-secondary level; and  

• making appropriate programs of study available in fields that are relevant to 
the economic development of Aboriginal communities (for example, business 
management, economic development and the management of lands and 
resources).

2.9 Making Innovative Use of Income Support 
Alternatives

As seen earlier in this volume, the loss of the lands and resources on which 
First Nations economies traditionally depended severely undermined the 
capacity to maintain economic self-sufficiency. With widespread poverty in 
most Aboriginal communities, the federal solution was to offer relief, which for 
many decades was distributed in the form of food rations.206 Relief took priority 
over the more complex task of rebuilding a sound economic base for 
Aboriginal peoples. In fact, it is not unfair to say that even as relief, followed by 
national income security measures, was extended to the Aboriginal population 
in this century, governments and the private sector were continuing to take 
actions that undermined Aboriginal economies.

With shrinking land resources for subsistence and little access to employment, 
Aboriginal people became increasingly dependent on the social assistance 
extended to them. Since the 1960s in particular, there has been a continuing 
expansion of welfare dependency. For example, between 1973-74 and 1991-
92, total social assistance expenditures (in constant dollars) for the registered 
Indian population increased more than two-and-a-half times.207 The number of 
registered Indian recipients nearly doubled between 1980-81 and 1991-92.208 
Among the Aboriginal population 15 years of age and older, an estimated 28.6 
per cent receive social assistance (see Table 5.1 earlier in the chapter). On-
reserve figures are more dramatic: a recent DIAND study suggests that 
"national on-reserve social assistance dependency grew from 37.4 per cent in 



1981 to 43.3 per cent in 1992. By comparison, mainstream dependency rates 
grew from 5.7 per cent to 9.7 per cent over the same period".209

Additional data analyzed by our researchers demonstrate that this social 
assistance dependency is long-term and marked by a general lack of 
attachment to market-based economic activity. The mainstream rate is more 
closely related to changes in economic activity. Furthermore, there is extreme 
variability in Aboriginal dependency rates from one region to another. The 
Atlantic region has the highest dependency rate, exceeding 77 per cent in 
1993. Manitoba followed with a rate of 67.5 per cent, while the Yukon and 
Ontario were the lowest, with 24.2 per cent and 25.2 per cent respectively.210

These general trends are alarming. From the size of the dependent population 
it is evident that social assistance has become the staple of many Aboriginal 
communities. Under such circumstances, it appears that social assistance 
plays a different role in Aboriginal communities than in mainstream society, 
where most income continues to be derived from the labour market.

In turn, Aboriginal people argue that the application of the welfare system has 
contributed to the persistence of individual and community economic 
dependency. While welfare provides a basic income, it does not provide even 
a partial solution to the economic problems facing communities. A 
representative of Arctic Co-operatives told our researchers:

In many Aboriginal communities, like Nunavut, you have a closed economy 
that is very different from anywhere else in the country. It is very easy to 
measure the cost of delivering social services like welfare — the administrative 
costs, the payments, the dependency it creates and negative consequences 
like alcoholism, violence, etc ... .[C]urrent programs ... discourage employment 
and just create a welfare mentality. This needs to be replaced by programs 
that motivate people to participate in the economy.211

A system designed to provide temporary assistance to individuals who need 
help because of a shift in the labour market, a disability, or single parenthood 
is simply not a solution for individuals experiencing the economic and social 
conditions of most Aboriginal communities.

Historically, many Aboriginal communities did not follow the mainstream 
pattern of transformation from an agricultural to industrial economy. Rather, 
they continued as subsistence communities involved in some trading long into 



the twentieth century. However, both the subsistence and the trading economy 
have been replaced to a large extent — and not by a market economy, as 
elsewhere in Canada, but by welfare. The central issue is therefore whether 
income support funds are being used optimally, given a long-term objective of 
improving conditions in Aboriginal communities. Can these funds be used in a 
more dynamic, constructive way to meet the social and economic goals of 
Aboriginal people?

The Commission maintains that income security programs can be reformed to 
support Aboriginal people in their quest for social and economic development 
of their communities. In practice, such a shift must include a significant 
measure of Aboriginal control over social assistance to allow innovative use of 
welfare funds. Social assistance programs must be flexible enough to 
overcome the disincentives associated with a system currently restricted to 
individual payments and regulated limits on their distribution and use.

The Commission suggests three principles to guide efforts to address welfare 
dependency:

• a substantial shift in the use of social assistance funds to a more dynamic 
and constructive system of programming that will support social and economic 
development in Aboriginal communities and territories;

• a holistic approach to programs rooted in Aboriginal traditions and values and 
designed to integrate social and economic development, an interrelatedness 
that should be explicit in the design and operation of any new institutions 
created to implement income security reform; and  

• Aboriginal control over the design and administration of income support 
programs as the foundation of any reform to the present social assistance 
system.

On the basis of these principles, we envision two distinct but coexisting 
alternative approaches:

• reforms to the system based on individual entitlement; and  

• new systems based on community entitlement.

The Commission recognizes that the transition recommended here will be long 



and difficult, but we are equally confident that steps can be taken to reform the 
provision of income security for Aboriginal people. As a preamble to our 
discussion of current welfare systems and possible alternatives, we present an 
historical perspective on Aboriginal welfare dependency.

Welfare dependence in historical perspective

Welfare dependency among Aboriginal people did not begin with the advent of 
the modern welfare state.212 Among First Nations, welfare dependency had 
been developing for decades as Indian people were confined to reserves and 
subjected to a ration system based on the British Poor Law. The fact that Poor 
Law principles and practices were applied to Indian relief long after being 
abandoned elsewhere in Canada served to isolate the population from the 
development of the mainstream income security system.

While its origins date to 1349, the British Poor Law was reformed in 1834. It 
was the principles of this reformed law that strongly influenced thinking about 
public welfare in the young Canadian colonies and well into the twentieth 
century. Hence, when the question of Indian relief arose after the development 
of the reserve system in the nineteenth century, the Indian department relied 
on the principles of the Poor Law with its attendant attitudes and underlying 
assumptions. In essence, the British Poor Law was an attempt to regulate the 
poor in the belief that poverty sprang from an inherent character defect. Relief 
systems were developed to combine punishment and assistance, according to 
a strict distinction between employable and unemployable poor. Poor people 
with disabilities were assisted on the basis that they were unemployable 
through no fault of their own. Those judged employable, on the other hand, 
were compelled to work as a punishment for laziness and a deterrent to 
idleness.

The reserves to which Indian people were confined were the analogue of the 
workhouses and poorhouses that emerged in Britain at that time. Policy — 
regulated through the Indian Act — pressured Indians to "relieve their 'savage' 
idleness through labour".213 The reserve became the central means of 
organizing the removal of Indian people to a defined territory run by non-
Aboriginal administrators. In confining Indians to reserves, the Crown sought to 
isolate Indians from the larger population, minimizing racial friction and relief 
expenses. Within these confines, the purpose was to change Indian character 
and to retrain Indian people to enter the market economy as citizens of a new 
Canada. Likewise, analogous to the parish relief administration under the 
British Poor Law, Indian policy pressured bands on reserves to develop 



municipal organizations in large part to fund and administer relief. Indian relief 
thus played a significant role in the Indian department's plans to establish 
municipal government on reserves.

A common assumption underlying relief was that all Indians ultimately had a 
way out of the 'poorhouse' as farmers or common labourers — despite the 
minimal economic potential on reserves and few employment opportunities 
outside. Administrators believed that a correct attitude toward work had to be 
demonstrated, even if the means to work were absent. In the eyes of the 
Indian department, Indians who "refuse to work, and refuse to settle down on 
their reserves ... must take the consequences ... [and] remain miserably 
poor".214 Entitlement to Indian relief was conditional upon "actual suffering" as 
defined by Indian agents and agreed to by headquarters. As in the mainstream 
relief system, assistance was provided at a level intentionally below the wages 
of the most menial work, a factor seen as important in forcing recipients into 
the market economy. Indian people were also subject to relief distributed as in-
kind rations rather than as cash. They were not trusted with money, and it was 
not until 1959 that cash relief began to be introduced. Furthermore, Indian 
policy insisted that treaty annuities be used to pay the full cost of relief. Any 
additional relief was at the department's discretion. At the same time, the 
Indian department was given full authority over all Indian trust moneys, 
whether on- or off-reserve.

In sum, the principles of the Poor Law were influential in requiring relief 
recipients to conform to the market system. For the non-Aboriginal population, 
relief and, later, social assistance were used to promote the social integration 
of the poor by providing a minimum income in return for acceptable behaviour. 
The reserve and ration system served the same purpose for Indian people, 
who were expected to adopt or at least conform to Euro-Canadian cultural 
norms.

However, Indian people's participation in the non-Aboriginal economy was 
frustrated by inconsistent policies. Indian people were required, for example, to 
reside on their original reserves in order to receive relief. At the same time, if 
they ceased to live like 'Indians' — by entering the market economy — they 
were at risk of being enfranchised as Canadian citizens, losing their Indian 
status. A job off the reserve meant that one could expect no assistance in the 
event of failure, that one might be subject to involuntary relocation back to the 
reserve or to enfranchisement. Dependency on relief within the reserve context 
became the only secure means for Indian people to maintain some semblance 
of a traditional communal way of life.



Non-registered Indians, Métis people and Inuit remained on the periphery of 
the Indian relief system, although their economic circumstances were similar to 
or worse than those of First Nations. Métis people and Inuit were caught 
between the non-Aboriginal relief system and the Indian relief system and 
found access to both difficult. Métis people were often refused relief from the 
interior department, in charge of 'half-breed' affairs, on the grounds that they 
were 'Indians'. The Indian department, on the other hand, refused to pay on 
the grounds that Métis people were not registered Indians. Until the 1950s, non-
Indian relief was administered through municipalities, so Métis people living in 
unincorporated areas had few prospects for assistance. For Inuit, federal 
responsibility for relief was shifted and neglected for more than half a century. 
Sporadic and unsystematic relief was provided to Inuit from the late 1870s 
onward. Although the Indian department made some attempts, in practice the 
Indian relief system failed to provide assistance to Inuit, and no serious attempt 
was made to address Inuit destitution until the 1950s.

By the 1930s, the roots of Aboriginal welfare dependency were well 
established, driven by a combination of need arising from the weakness of 
Aboriginal economies and by policies that stifled economic activity. The 
response to distress was to provide relief, and this took priority over economic 
development. It was not until the 1950s that public funds were made available 
for Indian business ventures.

The Indian relief system reached maturity just as the Canadian welfare state 
was becoming well established. The Old Age Pension Act was introduced in 
1927, but it specifically excluded Indians persons from receiving benefits. In 
1940, the first major national social insurance program for unemployment was 
established. The Unemployment Insurance Act provided benefits as a right to 
the limited list of workers spelled out in the legislation. Excluded were seasonal 
workers; workers in agriculture, forestry, logging, fishing, hunting and trapping, 
and transportation; provincial and federal public servants; teachers; domestic 
workers; employees of charitable institutions; and those earning more than 
$2,000 a year — that is, workers in occupations that had either a very high risk 
or a very low risk of unemployment. Aboriginal people were thus excluded by 
virtue of being employed in many of the high-risk occupations listed.

In 1945, the federal government began to provide family allowances to all 
families with children under the age of 16. It was a program, based on 
Keynesian principles, that was as much about reviving the postwar economy 
as it was about attracting votes that might have gone to the emergent social 



democratic party, the Co-operative Commonwealth Federation, which had 
supported the program's introduction. For its time it was a massive public 
expenditure program.215 Benefits depended on the age of the child, from $5 a 
month for a child under five years of age to $8 a month for a child 13 to 15 
years of age. For most Canadians, this was the first family-income 
supplementation program and one that was available to all families in cash, 
regardless of income, simply by virtue of citizenship.216

Aboriginal families were permitted this benefit, but in the case of Indian people, 
administration of the benefit was placed in the hands of the Indian department. 
The extension of family allowances to Indian people exposed the gross 
inadequacy and inconsistency of the Indian relief system and spelled the 
beginning of the end for Indian rations.

In 1947, two years after the end of the war, pensions were made available to 
persons over the age of 21 who were blind. In 1951, the legislation was revised 
to provide for federal-provincial cost sharing to make possible provincial 
allowances to persons between the ages of 21 and 69 who were blind. In 
1951, the old age pension legislation of 1927 was repealed and replaced by 
the Old Age Assistance Act, which provided for federal-provincial cost sharing 
of pensions for persons aged 65 to 69, and by the Old Age Security Act, which 
provided a federal pension to all persons over the age of 70. The amount of 
the pension was set at $40 per month under both laws. Indian persons could 
now apply for a pension, whether for reasons of blindness or age. For the first 
time, Canada had a national statutory cash pension to which access was not 
precluded by Aboriginal ancestry. For persons over 70 and for blind persons 
over 21, including Indian people, the spirit of the Poor Law had finally been put 
to rest.217

In 1954, the Disabled Persons Act was passed, authorizing federal-provincial 
cost-shared benefits for disabled persons aged 18 to 69. Again, the benefit 
was set at $40 per month, and Aboriginal people were not excluded. Thus, by 
the mid-1950s, relief had been substantially transformed by the advent of 
federal and provincial programs applying to specified groups. People over the 
age of 70 were eligible for a pension on the basis of citizenship alone, while 
persons between the ages of 65 and 69 who were blind or had a disability 
were eligible for a $40 per month pension by virtue of citizenship and low 
income. Women raising children on their own were eligible for benefits as well 
under provincial programs.



The administration of relief for the unemployed, however — the classic 
'undeserving person' — was still largely the responsibility of municipalities (or 
the Indian affairs department in the case of Indians living on reserves, in 
communities, and in the north). As Harry Cassidy noted in a 1947 report about 
the mainstream system, with the exception of British Columbia and some of 
Ontario, "The provisions for general assistance are limited, restrictive, mean, 
and antiquated ... .[T]hey are literally disgraceful and unworthy of a nation of 
Canada's status".218

The return of high unemployment levels in 1953-54 led the federal government 
to reconsider a scheme to finance unemployment assistance administered by 
the provinces and municipalities. The Canadian Welfare Council's campaign 
for increased public funding for welfare had the effect of forcing the federal 
government to become directly involved in negotiations with the provinces. The 
result was the 1956 Unemployment Assistance Act.219

The Unemployment Assistance Act was the first federal law to provide a 
commitment to funding social assistance. The purpose of the act was, for the 
first time, to allow the provinces to provide "assistance to persons who are in 
need".220 It provided for cost sharing on a sliding scale, to a maximum of 50 
per cent of the cost of assistance in each participating province. The act made 
federal funding available for the relief of the unemployed employable person, 
the last category of person to be covered by national legislation and the last 
category of relief to shed its Poor Law form.

With the introduction of universal programs, eligible Indian people living on-
reserve were receiving benefits such as the old age pension, disability 
benefits, and family allowances, but not provincial or municipal social 
assistance. Under these circumstances, the department's ration system 
became virtually meaningless.221 In addition to amendments to the Indian Act 
in 1951 and a new emphasis on Indian self-management later in the decade, 
the department of Indian affairs gained approval to develop a cash social 
assistance program in accordance with provincial practices.

Nevertheless, the in-kind ration system continued to operate into the 1960s for 
registered Indians.222 Furthermore, the Indian relief system survived just long 
enough to be used effectively in the northern settlement schemes of the 1950s. 
Rations and family allowances were used as a reward and a sanction to 
encourage northern Aboriginal people to settle in permanent communities and 
to promote approved settlement behaviour.



Since the Unemployment Assistance Act (1956) and the Canada Assistance 
Plan (1966), social assistance for Aboriginal people has remained embroiled in 
a continual jurisdictional debate between federal and provincial governments. 
Once it abandoned the ration system and adopted provincial standards, the 
federal government began to pressure the provinces to accept responsibility 
for social assistance for Aboriginal people. However, the provinces continued 
to argue that the federal government was responsible for 100 per cent of the 
cost. The Canada Assistance Plan (CAP) brought in 50/50 cost-sharing of 
programs to which all Canadians, except Aboriginal people living on-reserve 
had access, so the provinces were coerced into including Aboriginal people 
living off-reserve. The current government's decision to terminate the Canada 
Assistance Plan and to introduce a block funding arrangement — the Canada 
Health and Social Transfer Act — again places the issue of Aboriginal social 
assistance in question.

The application of relief principles to generations of Aboriginal people — 
including tests of means and needs based on individual entitlement — has 
resulted in great social and cultural damage. No thought was given to the 
existence of distinctive Aboriginal approaches to social welfare based on the 
extended family, and certainly no consideration was given to Aboriginal service 
delivery. Social assistance, however, quickly became established as a vital 
source of Aboriginal income.

Working within the current social assistance system

If we have an economic development mandate, what can we implement or 
initiate or develop that will affect the community? If an Aboriginal community's 
economy is based on social transfers, then recognize that and work with it. 
Don't just accept it as a program. Relate to the people and then to the value of 
the dollar. We should not be concerned with the dollar for the dollar's sake — 
we should be concerned with the value of that dollar impacting on the 
individual.223

In general, social assistance for Aboriginal people living off-reserve, including 
Métis people and Inuit, is administered through arrangements established by 
the provincial and territorial governments (Table 5.21). Although the actual 
administration and delivery of off-reserve social assistance varies, it is 
generally cost shared 50/50 with the federal government under the Canada 
Assistance Plan, an arrangement that may now change with the demise of 
CAP.224 For most on-reserve residents, the department of Indian affairs 



administers an analogous system, funded entirely by the federal government 
but administered in accordance with provincial and territorial practice.

TABLE 5.21
Administration of Social Assistance for Aboriginal People

 

Aboriginal Group
Delivery and Funding
Federal Provincial/Territorial (with federal cost sharing)

Indian persons on-reserve x  
Indian persons off-reserve  x

Metis  x

Inuit  x

Whether social assistance is administered by a band, by Indian affairs, or by a 
province or territory, provincial guidelines are followed, and exceptions are not 
tolerated under CAP legislation or policy.225 No self-government or funding 
arrangement has come close to changing the conditions under which 
assistance must be administered. As a result, First Nations on-reserve are not 
allowed to establish by-laws that would permit them to make more innovative 
use of income support transfers.

Examples do exist where Aboriginal communities have stretched the rules in 
an attempt to overcome the disincentives inherent in the welfare system. In 
Fort Franklin, N.w.T., for example, several experimental voluntary projects, 
best characterized as social or community development, were initiated in the 
1970s. They included a community-wide effort involving remodelling and 
painting public buildings and cleaning public spaces. As well, a winter firewood 
supply project was initiated by younger men who saw a need to provide fuel for 
elders and single mothers. Although these projects demonstrated various 
degrees of success in terms of participant productivity and project goals, they 
were terminated abruptly when outside authorities discovered that recipients 
were 'working for welfare'.

An Aboriginal economic development consultant in Eskasoni, Nova Scotia, told 
our researchers of a similar attempt to restructure welfare programming in her 
community. In her view, while some success has been achieved by daring to 



go beyond the regulations, what is needed is Aboriginal control over 
programming and community-based planning:

We have a program here in my community where they have taken welfare 
monies, bunched them up and put them together over a five year period. They 
created employment. I think it can work well to give everyone an opportunity to 
go for training and to also have the experience in working. Most of these 
people have been on welfare a long time and they will never be off welfare. 
The welfare syndrome is a catchy thing that people feel so secure about. If 
they are going to undertake those initiatives, they have to carefully manage 
them and they have to create employment which is meaningful ... .I think it has 
to be very carefully planned, and it has to be managed properly. And it has to 
suit peoples needs, not the band government's needs.226

Provinces have also developed initiatives to overcome disincentives to work, 
but generally these are not being cost-shared by CAP. Examples of such 
initiatives include top-up payments for low wage earners, which allow 
recipients to keep some assistance once they find work, based on the idea that 
work should result in more, not less income, and bridging mechanisms such as 
enhanced earnings exemptions, temporary extensions of non-cash benefits, 
and reduced tax-back rates.227 An example is Quebec's Parental Wages 
Assistance Program, which supplements the wages of low-income working 
parents and assists with child care and housing costs. Because provinces 
have both the legislative and the fiscal leverage to do so, these programs are 
implemented despite CAP's restrictions.

There are also several federally supported pilot projects, such as the Self-
Sufficiency Project, which is being tried out in British Columbia and New 
Brunswick. This project provides earnings supplements for up to three years to 
single-parent welfare recipients ready to work, but whose family needs are 
greater than what entry-level wages can provide. The hope is that participants 
will gain the experience and connections necessary to progress to higher-level 
jobs with higher levels of pay within a limited period of time. This project is 
being evaluated as it is being implemented.228

Aboriginal nations and their communities do not have recognized legislative 
authority or financial independence to allow them to initiate similar programs. 
Nevertheless, some flexibility is gained under DIAND's alternative funding 
arrangements, which give some First Nations limited discretion in developing 
and implementing social assistance policy and programs.



The Moricetown Indian Band in British Columbia has taken advantage of the 
Work Opportunity Program to fund a local sawmill project.229 This program, 
authorized by the federal Treasury Board in 1971, allows the use of social 
assistance funds to create on-reserve employment. The sawmill has been 
relatively successful, but is hampered by program regulations stipulating that 
social assistance funds can be used only for specific wage supplements. While 
the mill sustains steady employment, the funds cannot be used to expand the 
mill or to replace or repair equipment. When the mill's chipper was destroyed 
by fire, for example, several positions had to be eliminated. Furthermore, the 
requirement that project revenues be applied against the social assistance 
transfer does not allow for business reinvestment and growth. Difficulties also 
arise from a program requirement that there be some turnover of staff to give 
as many eligible persons as possible a chance to work. This undermines long-
term skills development, as well as the continuity of staff important in quality 
control of the product. In the case of the sawmill, the band chose to stretch the 
guidelines, allowing employees to remain as long as they wished and 
transferring funds for as long as the band deemed necessary.

Although the work opportunity program has been used by other First Nations 
communities across the country, this does not demonstrate its effectiveness. In 
most cases, little continuing employment has been created, and social 
assistance expenditures have not been reduced significantly. Rather, First 
Nations people see the program as a marginally better alternative to the 
dependence created by the simple provision of social assistance. On the other 
hand, the community entitlement alternative, described later in this chapter, is 
particularly suited to this type of community effort and would correct the 
shortcomings of such limited programs as the work opportunity program.

A major problem has been fragmentation resulting from isolated approaches to 
the issues and the involvement of numerous levels of government. In an 
attempt to apply more holistic principles, several Aboriginal organizations have 
proposed client-focused service delivery models aimed at meeting the multiple 
needs of community residents. Known as the single-window or one-stop-
shopping approach, this model is particularly suited to urban Aboriginal 
communities.

The single-window model is premised on community-based program delivery 
flexible enough to integrate training, job creation, and business development at 
the community and/or regional level. The thrust of this approach is that social 
assistance and social services must be community-specific in design, 



management and delivery, an approach echoed in recent department of 
human resources documents.230

This approach suggests condensing efforts to develop and deliver programs 
that are appropriate for each community. Likewise, single-window development 
bodies provide an opportunity to cluster a wide range of expertise:

As such, we believe that in addition to providing provinces with the opportunity 
to establish one stop social security services, where employment insurance, 
welfare and employment programs would be housed under one roof, the 
federal government should extend the same opportunity and flexibility to 
Aboriginal Community development institutions.231

In urban areas, friendship centres could be one model of Aboriginal one-stop 
shops.232 Friendship centres are already experienced in program innovation 
and development and in delivery mechanisms appropriate to particular urban 
communities. Despite a poor funding base and overextended resources, 
friendship centres have become known for their culturally sensitive, efficient 
and effective service provision. Friendship centres and similar urban 
institutions could act as single-window agencies to serve Aboriginal residents 
under the current system, but they need to be freed from the restrictions and 
disincentives discussed earlier.

These examples demonstrate that modifications in the existing income security 
system are possible, but there are limits on how far one can go within the 
existing system. We believe that more substantial change is required, and we 
turn now to some more far-reaching alternatives.

Principles of change

We have identified three principles for reforming social assistance for 
Aboriginal people: (1) an active income security development approach; (2) an 
holistic approach to programming; and (3) Aboriginal control. These principles 
are consistent with the self-government initiatives outlined elsewhere in this 
report.

Principle 1: Social assistance aimed at development

There is widespread agreement that the current disincentives to development 
inherent in the welfare system must be replaced by a more dynamic and 



productive approach. At present, welfare is viewed as an enormous 
unproductive expenditure on passive social spending.233 Increasing amounts 
of money are spent on welfare and, ultimately, on poverty maintenance and 
misery. These moneys could be spent instead on active assistance for 
economic and community development or to equip

Aboriginal people through training and education to work and improve life in 
their communities. (See also Volume 4, Chapter 6 for our discussion of 
innovative uses of social assistance and the role of income supplements in 
sustaining a mixed economy in isolated areas.)

Job creation is a central concern and a goal for which social security reform 
must aim. However, we must break away from the notion that the only solution 
to social assistance dependency is a job in the labour market. This may be a 
solution for some, but for others living in areas where little or no employment is 
available, it is not likely a solution for the foreseeable future. In some 
communities it has been, and continues to be, possible to generate 
employment in the production of goods and services for sale primarily outside 
the community. In others it has not been possible. But all communities, 
whether urban, rural or reserve, could benefit from additional social 
development. Improved schools, water, heating, housing, and social services 
would have a positive effect on the capacity of people and communities to 
generate self-sustaining employment. Whether such development is seen as 
economic or social, many Aboriginal organizations are prepared to design and 
implement systems to redirect welfare funds into projects that develop and 
help sustain a healthy and productive community.

Principle 2: Holistic, integrated programming

People are talking about 'the healthy community' — community well-being. You 
cannot do that without looking at everything involved in the community ... .I 
look at it from a holistic perspective.234

Social assistance reform will work best within a framework of integrated 
economic and social reform. In many communities, social assistance is an 
important source of income, a component in the search for economic and 
social development. Employment, health, housing, social services, education, 
training, recreation, and social assistance must all be a part of community 
development.



The holistic approach to social security reform has received widespread 
support from Aboriginal organizations. This principle embodies the notion that 
the spiritual, cultural, political and economic realms cannot be treated as 
separate and disconnected realities, each with a distinct set of programs. A 
recent Pathways structural review makes the following point:

Often insurmountable difficulties have resulted for Aboriginal peoples with 
regard to the building of holistic, local and regional development approaches, 
while struggling with the barriers of unlinked government decision-making 
structures and conflicting criteria.235

Another perspective on economic development is that it is a matter of health, 
not growth. Some submissions to the Commission emphasized that a healthy 
community is a prerequisite for a healthy economy and that social programs 
need to be restructured to promote economic activity:

So the economy requires a healthy society — generally. If you have an 
unhealthy society, no matter what you do in economic development, it's not 
going to go very far ... .There is a need to re-examine the whole issue of social 
programs to become integrated into economic development. If you have a 
social welfare system that does not encourage involvement in the work force, 
then no matter what you do in the work force (employment, training, job 
opportunities) — it will be extremely difficult to get the work force motivated to 
participate. The message I get ... is that there has to be a significant change in 
how social programming is delivered ... and that this will in itself contribute to 
economic development.236

Governments should abandon the idea that the problems of Aboriginal 
societies can be separated, categorized and ordered. The overall health and 
well-being of Aboriginal people is intrinsically tied to the social, political and 
economic development of their communities.

Principle 3: Aboriginal control

A lot of employment could be created if the band could respond to the needs 
the community itself generates ... .As long as the community remains 
dependent on government programs it will not be able to 'see' beyond the 
reserve boundaries.237

The Commission supports the view that Aboriginal control of social assistance 



and related services is a prerequisite for culturally and situationally appropriate 
programs and for the effectiveness of the alternatives discussed here. The 
underlying principle of social assistance reform is the full recognition of the 
inherent Aboriginal right of self-government.

The same point was made by the First Nations project team in Ontario, which 
argued that social assistance must be

• determined, designed and developed within the Aboriginal community and by 
its membership;  

• designed to address community needs in harmony with local culture and 
social structure;  

• provided under the authority and sanction of Aboriginal government and fully 
accountable to members of the community; and  

• managed and delivered within the Aboriginal community.238

Under the aegis of Aboriginal control, the role of non-Aboriginal governments 
would be to facilitate and promote rather than to design and administer. In 
other words, funding arrangements rather than program design would be the 
focus of interactions between non-Aboriginal governments and Aboriginal 
people. These arrangements would need to be flexible, consistent and 
dependable.

Changes to the system: alternative approaches

Canada's income security arrangements are in a state of flux. This time of 
change provides an opportunity for Aboriginal people to promote reform of 
social assistance that is appropriate to their cultures and circumstances and 
that makes more efficient use of decreasing public resources.

A new social assistance program for Aboriginal people will have to address 
several major issues.

• Administrative standards: What standards will apply in the administration of 
social assistance? Will society be prepared to accept culturally different 
standards developed by and for Aboriginal communities and nations?



• Accountability: In what ways and to whom will Aboriginal communities and 
nations be accountable for their use of social assistance funds?

• Social and economic development: Will society accept the use of social 
assistance funds for programs that go beyond passive income support? Will 
Aboriginal recipients accept substantially different arrangements?

The key issue in developing a social assistance program that permits 
Aboriginal people to develop culturally specific arrangements is what is known 
as entitlement. In the mainstream system, each person or head of a household 
in need is eligible to apply for social assistance. That is, they have an 
individual entitlement. Individual entitlement is based on the idea that persons 
or households in need should be supported by society through a system of 
taxes and transfers organized by government. Individual entitlement makes 
sense if society is seen as being composed of individuals or individual 
households — the classic liberal view.

But is this approach the best one for Aboriginal people? For many Aboriginal 
people raised and still living in Aboriginal communities, the sense of mutual 
dependence and support among family and friends remains strong:

Traditionally [within First Nations cultures], assistance from others was 
expected in times of individual need and was provided according to understood 
rules or norms of reciprocity — typically from specific others within the 
extended family and not from a central government or agency. Help was 
provided when required in a non-judgmental manner as a social duty or 
obligation, not reluctantly — for the well-being of the collective was understood 
to depend on the continued well-being of its individual members. This central 
concept remains strong in most First Nations communities despite the fact it 
has been undermined by imposition of the categorical system for several 
generations.239

Although Aboriginal people may now participate to a greater or lesser extent in 
the general labour market, the traditional relationship between individual work 
and community responsibility has not been completely replaced by the idea 
that the fruits of labour belong solely to self-sufficient individuals and their 
immediate families.

We present two alternative approaches. The first is a reform of the social 
assistance system that retains individual entitlement. The second 



accommodates a form of community entitlement in which the applicant for 
assistance is not the individual but the community. Both alternatives address 
issues of income support provision to Aboriginal people while generating 
economic and/or social development. Both alternatives could serve as a basis 
for social assistance but are not necessarily mutually exclusive — that is, both 
approaches could be used in the same community.

The individual entitlement approach

We present three models for reform of the current system while continuing the 
concept of individual entitlement — the opportunity planning process, the 
business development model, and income support programs directed at 
traditional mixed economies. Each illustrates how the system can be changed 
to help recipients become more productive members in the community or to 
assist those who are already productive but in need of supplementary support. 
Each is based on a transition to self-reliance, which in turn will reduce the cost 
of social assistance over time.

Opportunity planning

Opportunity planning is a process to assist recipients in the transition from 
welfare to self-reliance in the following ways:240

• assistance in identifying their strengths and weaknesses;  

• advice on available services and programs;  

• assistance in gaining access to these opportunities;  

• development of an individual action plan; and  

• monitoring and support in the implementation of that plan.

The purpose of opportunity planning is to help recipients overcome barriers to 
education, training and employment and to assist recipients who may not be 
able to participate more fully in community life. Opportunity planning is not a 
work, training or education program in itself; rather, it aims to co-ordinate social 
assistance with labour market systems and other services to improve access 
for recipients. As such, opportunity planning is very much in keeping with the 
individualism of mainstream social assistance programs.



At least one Aboriginal community has begun to implement this type of 
process. The McLeod Lake band in Ontario has developed a program for 
individuals who are on social assistance for longer than three consecutive 
months.241 Each recipient is required to submit a personal development plan. 
Six areas are covered: education, literacy and cultural development; career 
development; management of personal resources, including money; health 
and physical development; social and emotional development; and home 
management. The individual is responsible for securing the funds to realize the 
plan, drawing on the support of the extended family, available government 
programs, and the band's social assistance program up to the limit of the 
person's entitlement. This program has holistic elements and encourages a 
measure of individual responsibility in interaction with the person's extended 
family and the wider community.

Opportunity planning provides the financial and other kinds of support people 
require to take a training course or to hold down a job. For some Aboriginal 
people, this approach may lead to education, training and jobs; for others, 
opportunity planning will provide support that leads to greater participation in 
community life.

Business development approach

This approach involves agencies, institutions, or business ventures established 
for the express purpose of directing social assistance recipients and funds to 
employment-generating projects. While this approach is implemented by 
community organizations, it is funded through a charge-back system based on 
individual entitlements. That is, persons qualify for participation through their 
individual entitlement to social assistance. This approach depends on the 
availability of a market for products and services and is therefore particularly 
appropriate for urban Aboriginal communities. Such projects have been 
implemented in cities across Canada.

In Halifax, for example, the Human Resources Development Association 
(HRDA) has developed several long-term employment projects funded by cost-
shared municipal and provincial social assistance moneys and directed to 
welfare recipients.242 Businesses established by HRDA have included a car 
rental franchise, a ship cleaning operation, a small clothing manufacturing 
venture, and a contract to collect recyclable materials. The association 
employs mainly social assistance recipients and provides employment and 
training opportunities and wages equivalent to social assistance benefits, plus 



a small supplement. HRDA charges the city of Halifax a fee for services 
amounting to 50 per cent of the salaries and benefits paid to social assistance 
clients (to a maximum of $7,000 in 1989). A placement fee is also paid to the 
association for employees who move on to other employment.

The association's system has proven cost-efficient in the long term. In 1987, 
HRDA's fee for service per client averaged $376 per month. This was well 
below the estimated cost of maintaining an individual on municipal social 
assistance, which ranged from an average of $460 per month for a single client 
without dependants to $666 per month per family. In terms of moving clients off 
social assistance, an evaluation of HRDA, then in its tenth year of operation, 
demonstrated that close to 45 per cent of previous HRDA employees who 
responded to a survey were currently working full-time or part-time. Although 
only 20 per cent of respondents had been employed for the entire time since 
leaving HRDA, this should not be taken as an insignificant achievement. 
Considering the serious employment problems facing social assistance clients 
and the fact that all were unemployed and on social assistance before working 
at HRDA, these results can be taken to indicate a step in the right direction.

Harvesters income support programs

Social assistance programs are poorly suited to the needs of wildlife harvesting 
because they are designed as a support for consumption rather than for 
investment in production.243

Disincentives to harvesting inherent in the current welfare system include 
penalties against income earned from the products of the harvest and the 
monthly payment system, which works against spending prolonged periods in 
the bush. Hence, hunters state that increasingly they must limit their 
expeditions to day and weekend trips.244 The current method of administering 
social assistance unnecessarily limits the ability of many northern Aboriginal 
families to participate fully in traditional harvesting.

The Commission proposes a strategy designed to support harvesting activities. 
This type of approach might be considered a preventive measure, in which 
support is given to help maintain self-employed hunters who are already 
involved in productive activities. This approach also potentially includes the 
use of unemployment insurance funds in this same context, in particular for 
seasonal workers involved in commercial resource harvesting (such as 
fishing), non-standard workers such as those in cottage industries, or part-time 



employees and multiple-job holders. (See Volume 4, Chapter 6 for a detailed 
discussion of these issues.)

In the long term, it is obviously cheaper to provide occasional support for 
someone generating at least some income than it is to support someone who 
depends solely on social assistance. The lack of will evident in most provincial 
and territorial systems to supplement low incomes among self-employed and 
seasonal workers highlights the shortcomings of the existing system, which 
ties Aboriginal social assistance to provincial or territorial programs.

Several strategies for hunter and trapper income support can serve as models. 
The James Bay Cree Income Security Program, the Northern Quebec Hunter 
Income Support Program, and the Nunavut Hunter Support Program directly 
support the traditional mixed economy. Each provides a more productive and 
constructive use of funds than spending strictly on social assistance.

The Cree income security program — part of the James Bay and Northern 
Quebec Agreement — is one that funds hunters and trappers according to the 
time they spend on the land. It offers financial support through a structure 
similar to a negative income tax, guaranteeing a minimal level of income based 
on family needs. In addition, cash income is provided to harvesters according 
to the number of days spent harvesting, in the form of a per diem rate. To be 
eligible for the program, the harvester must work no less than 120 days at 
harvesting, spend more time harvesting than working for a wage income, and 
earn less from harvesting than from wage labour.245

The basic income levels, per diem rates and offset percentages can all be 
adjusted to a particular situation. The value of the Cree program is that it 
involves the Cree people directly in program design, recognizes and supports 
economic activity that provides meaningful work, and contributes to a 
diversified economy that is in harmony with the land, the seasons and the 
people who live and work in these communities.

The northern Quebec hunter income support program is an Inuit-designed 
program administered by the Kativik regional government and 15 participating 
Inuit communities. It is funded by the Quebec ministry of recreation, fish and 
game.246 This program provides for the purchase of harvested food and also 
invests in capital equipment for harvesting, such as boats for communal use. 
Country food is distributed, free of charge, to Inuit living in the north who 
cannot hunt and to those living in the south. The northern Quebec Inuit hunter 



income support program encourages hunters to bring food into the 
communities and ensures that it is shared among all those who wish it. This 
contrasts with the Cree program, which compensates people for going out on 
the land, regardless of what they do with the produce.

The Nunavut hunter support program has not been operating long and hence 
is still somewhat experimental. It was not included in the comprehensive 
claims agreement and so has a much less secure future than the Cree 
program. Costs for the Nunavut program are shared by Nunavut Tunngavik 
Incorporated and the government of the Northwest Territories in its first five 
years of operation. It provides annual lump-sum payments (up to $15,000) to a 
limited number of full-time hunters to help cover costs of equipment, fuel and 
supplies. So that the funds can be distributed as broadly as possible, a hunter 
is eligible for support only once during this initial five-year period. At present, 
the program has little leeway to develop into more than a capital and operating 
fund for full-time hunters and as such does not have the long-term features of 
the Cree program.

A final example — one related specifically to social assistance — comes from 
a proposal by First Nations located on the Ontario side of James Bay.247 In 
response to serious threats to their harvesting economy, the Omushkegowuk 
Harvesters' Association has proposed a detailed modification of the social 
assistance system, which it believes will reverse the current negative 
relationship between welfare and harvesting. They propose using social 
assistance funds to provide supplementary income to families and individuals 
engaged in full-time harvesting. These funds would be provided as grants, 
which would enable the capitalization of the harvesting process, and as 
seasonal payments in recognition of extended periods of time spent in the 
bush. The Omushkegowuk Harvesters' Association suggests that this program 
be integrated with other programs involving product marketing, resource 
management, transportation support and bush schooling for children of the 
harvesters.

The community entitlement approach

High levels of social assistance among Aboriginal people is attributable mainly 
to high levels of unemployment, a situation that reflects the relatively 
underdeveloped labour market in Aboriginal communities. The Commission 
believes that if Aboriginal communities are to make improvements in this 
context, they should be able to use social assistance funds for development 
purposes, whether economic or social. Some communities or nations may wish 



to pursue an approach based on community entitlement.

This is the approach of the Australian community development employment 
program (CDEP), which provides part-time employment for some 26,000 
Australian Aboriginal people.248 Since 1977, a program has operated to permit 
remote communities to initiate economic and social development projects that 
provide employment for members of the community initiating the project. Since 
1987, when CDEP and its funding were substantially expanded, projects have 
been initiated in a wide range of urban and rural areas. In 1987 the 
Commonwealth government set out the purpose of CDEP:

The purpose of the policy is to promote Aboriginal economic independence 
from the Government and to reduce Aboriginal dependency on welfare in 
accordance with growing Aboriginal demands for employment and the capacity 
to control their own destiny. The overall objective is to assist Aboriginal people 
to achieve broad equity with other Australians in terms of employment and 
economic status.249

Under current program rules, agreement among community members is 
necessary to initiate a development project. Members of the community agree 
that they will accept employment in the project instead of receiving welfare. 
They are guaranteed an amount equivalent to their individual social assistance 
benefit entitlement. They are paid for hours worked at the equivalent of the 
minimum wage. This means roughly two days' work per week. Further 
incentive to participate is in the form of additional funds for equipment of up to 
20 per cent of the community development employment project wages fund.250

After deciding to participate, communities must come up with a viable project, 
which may be economic or social or both. The project could involve fish 
farming, mining, forestry or other activities aimed at producing for export. 
Alternatively, it could involve building or renovating community housing, 
constructing community infrastructure, improving roads or the water supply, or 
other similar activities. The project must be approved by the Aboriginal and 
Torres Strait Islander Commission (ATSIC), an Aboriginal-run organization that 
took over administration of many Aboriginal-related national government 
programs in 1990 but is responsible to the Commonwealth minister for 
Aboriginal affairs.251 ATSIC officials maintain close contact with officials of the 
social security department to ensure an orderly transition from welfare to 
funding from the community development employment program. Once the 
project is approved and funds are made available, the community becomes an 



employer with responsibility for managing the project, and the former recipients 
become employees with the obligation to work on the project in order to 
receive wages that amount to the equivalent of income support benefits.

Several studies have reviewed the experience of CDEP, particularly since 
1987. While there are significant criticisms of the program, it appears 
nonetheless to have been an effective program for some Aboriginal 
communities.252 The CDEP approach permits Aboriginal communities to go 
further than simply administering social assistance funds allocated to them; 
they can use the funds for economic and social development.

One of the key issues in community development employment projects is the 
inherent tension between welfare and employment. CDEP uses welfare funds 
to generate part-time employment. It is neither an employment program nor a 
welfare program. It is not really an employment program, because provincial 
and territorial employment legislation would have to be suspended to permit 
this type of 'near'-wage work. Neither is it really a welfare program, because 
participants are employed and do not have access to the secondary or 
supplementary benefits available to welfare recipients.

The Australian experience also suggests that if a community entitlement 
alternative is developed in Canada, it will be necessary to specify standards of 
accountability. The key components are community planning, approval and 
accountability for funds expended.

• Planning. The onus would be on governments representing Aboriginal 
nations and their communities to provide a plan for the use of social assistance 
funds. The plan would specify the details of the proposed project, including the 
wages and the number of persons employed, the use of capital funds, and the 
administration of the project. The plan would also have to ensure that social 
assistance recipients who are not able to work on a project continue to receive 
income support.

• Approval. The proposed use of social assistance funds would need the 
approval of the members of the community through a democratic process. An 
appeals process should be put in place to provide recourse for individuals who 
feel they have not been dealt with properly.

• Accountability. Aboriginal governments accepting the funds would be 
accountable for the administration of the project at specified intervals and for 



the project as a whole upon its completion.

Careful planning, approval and accountability measures will help to avoid the 
abuse of power by those in charge of the implementation of the project.

Alternative interim funding possibilities

The advent of the Canada Health and Social Transfer in April 1996 created 
both the opportunity and the need for a legislative solution that could establish 
a framework for Aboriginal communities to participate on an equal footing with 
the provinces and territories. We present here alternatives which, if 
implemented, would provide a basis for the restructuring of Aboriginal social 
assistance. We have sought approaches that would give Aboriginal 
communities the flexibility and "the power necessary to develop and implement 
solutions consistent with their material circumstances and cultures".253

In the Commission's view, the long-range goal is for Aboriginal nations to 
regain responsibility for community welfare. As we stated in Chapter 3 in the 
first part of this volume, social services and welfare should be included in 
Aboriginal jurisdiction. This means that on Aboriginal territory, Aboriginal law 
would take precedence over provincial or federal legislation in the area of 
social assistance.

This goal may take some time to achieve, however, and transitional measures 
may be required, such as:

• New federal legislation. Such legislation would provide a legal framework and 
general principles and standards for Aboriginal nations and their communities 
that are prepared to establish and operate their own social assistance 
programs and related services. It would also specify the funding arrangements 
that would apply. Such an approach would sever the link between Aboriginal 
social assistance programming and provincial practice, making room for 
innovation leading to social and economic development. The disadvantage of 
legislation is, of course, the long time that may be required for passage.

• The Canada Health and Social Transfer (CHST). Aboriginal nations and their 
communities would become direct signatories of CHST, thereby qualifying for 
block funding in a manner similar to the provinces. However, the funding 
formula would differ, since Aboriginal governments do not have other sources 
of revenue, as the provinces do, out of which to cover the remainder of social 



assistance costs. The general standards that would apply to the provinces 
could also apply to Aboriginal nations, or a different set of standards might be 
developed. Subject to these limitations, Aboriginal nations and their 
communities would be able to design and implement their own social 
assistance programs and related services.

• Tripartite agreements. A third option is to establish federal-provincial-
Aboriginal agreements specifying principles and standards for the design and 
administration of social assistance and setting out the roles of each 
government. The agreements would also specify a cost-sharing formula. A 
precedent for this approach, albeit one that did not involve Aboriginal 
governments as signatories, is the 1965 Canada-Ontario memorandum of 
agreement respecting welfare programs for Indian persons.

• A new federal program. A fourth option, and one that could perhaps be 
implemented most readily in the short term, is for the federal government to 
make available a new program to replace the existing arrangement for social 
assistance on reserves. As with the other options, the new program would 
specify certain principles and standards and would offer an opportunity for 
innovation in the design and delivery of social assistance and related services 
that would lead to individual and community development. Funding would be 
provided in response to proposals from Aboriginal nations and communities.

These examples of interim arrangements can be seen to apply most readily to 
nations and communities with their own land base. However, we do not intend 
to limit innovative uses of social assistance to these situations. In urban and off-
reserve areas, however, it is more likely that innovation would be pursued 
under an individual entitlement approach than a community entitlement 
approach, because individual employment opportunities are more promising 
and Aboriginal governing structures less well developed. If social assistance in 
urban and non-reserve areas continues to be organized under the aegis of 
provincial and territorial governments for the foreseeable future, it will be 
necessary to find ways to introduce a significant degree of Aboriginal control, 
program flexibility and innovation in these locations. For example, provincial 
and territorial governments might open the door to new programs that match 
federal initiatives, include urban, non-reserve constituencies in tripartite 
negotiations, or include them as members of Aboriginal nations that become 
signatories of the CHST or that take advantage of new federal legislation.

Whatever interim approach is used, it should allow for steady progress toward 
Aboriginal control over the design and administration of social assistance and 



related services. It should also permit innovation, leaving room for holistic 
approaches and social assistance based on individual or community 
entitlement. While these two paths are different, they are not mutually 
exclusive. For example, a community may opt for an entitlement approach to 
accomplish a particular infrastructure project and perhaps to employ a majority 
of its social assistance recipients. However, seniors and persons with 
disabilities, who may not be able to participate in the project, will continue to 
need public support under an individual entitlement model. This example also 
implies that, under specified conditions and agreed time frames, it would be 
possible for a community to shift from an individual to a community approach 
and vice versa.

Under either alternative, however, it is important that social assistance be 
transferred as a block grant so that Aboriginal nations and communities have 
the flexibility to make innovative use of these funds, including the possibility of 
combining social assistance moneys with other funds, such as those for 
training, housing and economic development.

Conclusion

Conventional Canadian approaches to social assistance have failed Aboriginal 
people. While welfare is putting more cash resources into communities, the 
system is doing little to change the economic and social conditions that 
contribute to high and rising rates of dependency. National on-reserve social 
assistance dependency rose to 43.3 per cent of the population by 1992 (the 
most recent year for which data were available), more than four times the rate 
for all Canadians. Without reform, on-reserve dependency will continue to grow 
to an estimated 50 per cent or more in the near future.254 Many Aboriginal 
communities are caught in a situation where individuals receive assistance but 
live in a community where much needs to be done. A bridge must be erected 
to connect employable individuals with opportunities that meet the economic 
and social needs of their communities. The Commission believes such a 
bridge can be built. What is required is far-reaching and substantial reform of 
social assistance to permit communities to work toward reversing the trend to 
ever greater levels of dependency. Reform must be innovative, allowing 
communities and nations to control their fate through the use of social 
assistance dollars for economic and social development. Only through reform 
can the looming social crisis be averted.

Recommendations



The Commission recommends that

2.5.47

Social assistance funds be directed toward a more dynamic system of 
programming that supports employment and social development in Aboriginal 
communities, whether in rural or urban settings.

2.5.48

Governments providing financial support for social assistance encourage and 
support proposals from Aboriginal nations and communities to make innovative 
use of social assistance funds for employment and social development 
purposes and that Aboriginal nations and communities have the opportunity  

(a) to pursue personal development, training and employment under an 
individual entitlement approach, and  

(b) to pursue the improvement of community infrastructure and social and 
economic development under a community entitlement approach.

2.5.49

In their active use of social assistance and other income support funds, 
Aboriginal nations and communities not be restricted to promoting participation 
in the wage economy but also be encouraged to support continued 
participation in the traditional mixed economy through income support for 
hunters, trappers and fishers and through other projects aimed at improving 
community life.

2.5.50

Aboriginal control over the design and administration of social assistance 
programs be the foundation of any reform of the social assistance system.

2.5.51

All governments support a holistic approach to social assistance programming 
for Aboriginal peoples that is



• rooted in Aboriginal society, its traditions and values;  

• aimed at integrating social and economic development; and  

• explicitly included in the design and operation of any new institutions or 
programs created to implement social assistance reform as it relates to 
Aboriginal people and communities.

2.5.52

Initiatives to reform the design and administration of social assistance 
encourage proposals from Aboriginal nations and tribal councils, acting on 
behalf of and in co-operation with their member communities.

2.10 Conclusion

As this chapter has illustrated, among the many economic issues facing 
Aboriginal nations and their communities, three stand out:

• the need to develop stronger, more self-reliant Aboriginal economies to 
accompany and sustain self-government;

• the need to eliminate the sharp inequalities in employment and incomes that 
separate Aboriginal people from Canadian standards; and  

• the need to come to grips with the rapid increase in the Aboriginal population, 
which provides thousands of new entrants to the labour market each year.

We have emphasized that economic development is a process in which the 
principal participants are Aboriginal individuals, communities and nations. The 
most Aboriginal and non-Aboriginal governments can do is facilitate the 
process of change — to set the stage for economic development, remove 
barriers, create opportunities in some cases, and provide support. In some 
cases, Aboriginal governments may also own and manage business ventures 
on behalf of their communities.

In carrying out this enabling role, governments need to be clear about the 
goals Aboriginal individuals and collectivities want to achieve. They need to 
recognize that these goals are often significantly different from those of other 



Canadians. They also reflect diverse Aboriginal cultures and circumstances.

The most important steps non-Aboriginal governments can take to facilitate 
economic development in Aboriginal communities are as follows:

• Recognize Aboriginal rights and honour and implement treaty provisions, with 
particular attention to the economic dimensions of those provisions. Where 
historical treaties have not been signed, new agreements must be concluded. 
In existing treaty areas, updated or additional treaties may be necessary.

• Through the treaty process and by other means outlined in this volume, make 
available a land and resource base that is sufficient to provide the basis for self-
reliant Aboriginal economies.

• Make it possible for Aboriginal governments to regain stewardship over their 
own economies. Over the medium to long term, this will be accomplished as 
part of the process of achieving self-government. In the interim, we believe it is 
important for federal, provincial and territorial governments to enter into 
economic development agreements with Aboriginal governments, or 
institutions representing them, to provide multi-year funding for Aboriginal-
controlled economic development programs and projects.

Aboriginal governments, for their part, need to be particularly concerned with 
institutional and human resource development. They need to establish 
institutions for economic development that are legitimate in the eyes of their 
people and consistent with their cultures and traditions. These institutions need 
to be accountable but also have authority to make day-to-day decisions that 
are economically sound and free of political interference. We have also 
emphasized the importance of establishing institutions at the sectoral and 
nation level that work out effective, co-operative relationships with community-
based institutions. Finally, Aboriginal and non-Aboriginal governments need to 
confront the crucial task of raising general education levels and correcting the 
shortage of trained personnel in fields that are especially relevant to economic 
development.

At the level of Aboriginal business, we have discussed the community context 
for business development, noting the need to rekindle culture, identity and 
pride to promote a framework that supports and celebrates individual and 
group achievement in economic ventures. We have emphasized the need for 
professional business advisory services for businesses starting out and in their 



early stages of development. We have made several recommendations for 
improving access to markets: the pursuit of import substitution strategies, an 
effective set-aside program for Aboriginal businesses on the part of 
governments and major resource companies, and the strengthening of 
institutional capacity to identify appropriate markets and promote sales.

Improving access to banking services and to sources of capital is particularly 
important. We urge banks, credit unions and trust companies to make banking 
services available in or near all Aboriginal communities. We support the use of 
micro-business lending and revolving loan funds and the expansion of 
programs to provide equity financing. In addition, we see a need to strengthen 
Aboriginal capital corporations, broaden the availability of tax credits for those 
who invest in venture capital funds that directly benefit Aboriginal communities, 
and establish a Canada-wide Aboriginal development bank.

Measures to strengthen the economic capacity of Aboriginal nations, 
communities and businesses have little meaning if they do not bring with them 
improvements in the economic situation of individuals and families. Our 
analysis of the steps needed to improve individual and family prospects began 
with the estimate that more than 300,000 jobs will have to be created by 2016 
to accommodate the rapidly growing Aboriginal labour force and achieve parity 
with overall Canadian employment levels. Respondents to the Aboriginal 
peoples survey gave their own assessment of the obstacles to employment: 
the lack of available jobs, but also the mismatch between their education and 
work experience and the requirements of the jobs that were available. Other 
important barriers were the lack of job information, the threat or reality of 
discrimination ('being Aboriginal'), and the lack of child care.

To address these obstacles, major employers in the private and public sector 
should co-operate with the leadership of Aboriginal organizations in a special 
10-year education, training and employment initiative. Its goal will be to provide 
education, training and jobs for Aboriginal individuals, but also to develop the 
personnel that Aboriginal nations and their communities need as they regain 
stewardship of their economies. In addition, we have outlined a new approach 
to employment equity programs, an expansion and strengthening of the role of 
Aboriginal employment services agencies, and the provision of culturally 
appropriate and affordable child care. We also underline the importance of job 
creation in the Canadian economy as a whole.

Education and training arise in virtually all aspects of economic development 
discussed here. While these issues are dealt with more fully in Volume 3, 



Chapter 5, our analysis in this chapter has revealed the generally positive link 
between higher levels of education and training and labour force participation 
and employment rates. We have also identified particular problem areas — the 
low education level of the older age groups, low levels of high school 
completion among young persons, weaknesses in preparation for post-
secondary math and science programs (and the professions that draw on 
these disciplines), low levels of university completion, and the scarcity of 
Aboriginal students graduating from programs of study vital to the development 
of Aboriginal economies.

Finally, we recognize that in many Aboriginal communities most of the 
population derives income not from employment but from social assistance 
and other forms of income transfers. The way social assistance programs are 
designed and regulated provides income support at a minimal level but also 
places barriers in the way of more innovative and potentially more effective 
ways of using these funds — for example, to support individual training and 
employment or community social and economic development. Individual 
entitlement arrangements, with control vested in Aboriginal nations and their 
communities, can continue, but Aboriginal people should also have the 
opportunity to receive social assistance funds under a community entitlement 
approach through which they can support economic development and 
community infrastructure projects. Under either the individual or the community 
entitlement approach, social assistance funds should be provided as a block 
grant, with the flexibility to combine these funds with other resources such as 
capital funds and training moneys. If pursued vigorously, these and the other 
measures we propose would help to generate a momentum that would result, 
over time, in strong, self-reliant Aboriginal communities that are both 
economically and socially healthy and vibrant.
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