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Introduction
Economic and Development Policy of the Navajo Nation

The Navajo Nation Economic Policy can be summed as: Create more jobs. This policy while worthy in its objective implicitly focuses on business development as the catalyst for economic development on the Navajo Nation. Thus, economic and development policy are seemingly focused on creating business. While this single perspective approach to economic development may work under “normal” economic conditions, one need simply drive through out the Navajo Nation to discern that the economic conditions are not “normal.” In 2006, President Joe Shirley outlined ten economic initiatives, of these initiatives 9 were focused on business development and 1 focused on issues related to governance. Since the economic conditions are not the same as they would be in Farmington, this economic policy, though laudable, seems to downplay the importance of the root problems of economic growth and development. By touting an economic policy of creating more jobs, suggests that lack of jobs is the cause of slow economic growth and delayed development. After a serious analysis of the economic situation of the Navajo Nation, it is readily apparent that jobs and growth as the foci of development is only a part of what should be a comprehensive economic development policy. Thus economic and development policy should be comprehensive and focused on systemic issues of governance (i.e. rules and regulations) which ultimately becomes the source of delay in job creation, not merely the lack of jobs. 

Background
Looking at the demographics of the Navajo Nation, it is easy to see why a policy focus on job creation emerges. The current unemployment rate of the Navajo Nation is 48.04% (this is the classical definition of people actively looking for jobs), but a further look puts that number at 67.8% (this accounts for all able-bodied, individuals who cannot find a job). The per capita income is approximately $7,300. With a median family income of $22,400, where roughly 43% of households receive some wage or salary (ostensibly for work), 3.5% receive income from self-employment, 2.9% receive income from interest, dividends, or net rental, 12.2% receive social security income, 9.6% receive income from supplemental security income, 9.5% receive public assistance income, 5.9% receive some form of retirement income, and 12.5% receive other types of income. This places the total income on the Navajo Nation for the year 2000 at $1.3 billion.
 This is estimated to be $1.5 billion for the year 2004, with a forecast of 1.6 billion for year 2007. Of this total income 71.6% leaks off to border towns. This is equivalent to $1.074 billion a year. Roughly 71 cents of every dollar a citizen of the Navajo Nation makes, is spent off the nation, while the remaining 29 cents circulates and becomes the base for taxes and economic growth and development. 

The USDA estimates that non-metro rural counties have an average leakage rate of about 25%.
 The Navajo Nation’s leakage rate is nearly two times larger than the average around the United States rural areas. 

With this in mind it again suggests why job creation, with its subtext of business development is the focus of Navajo economic policy. The Navajo Nation seeks to reverse or slow the leakage rate to build their economy. With these telling statistics, it begs the question of whether a Wal-Mart in the Navajo Nation will help slow the leakage rate, build the Navajo economy, and stimulate business development thereby also benefiting Navajo citizens.

Wal-Mart grossed over $345 billion in net sales in the year 2006, and operates over 4,000 stores in the United States. In the state of New Mexico, it operates 40 stores employs over 14,000, with an average hourly pay of $10.23 for regular full-time employees. While also spending over $140 million on merchandise and services in New Mexico and paying over $124 million in sales taxes.
 In the state of Arizona, Wal-Mart operates 87 stores employs 31,190, with an average hourly pat of $10.35 for regular full-time employees. It also spends over $1.5 billion on merchandise and services in Arizona and paying over $326.3 million in sales taxes.

Because the Navajo Nation seeks to reverse the leakage rate of Navajo money to stimulate the Navajo economy, building a Wal-Mart store in the nation has been considered by the present presidential administration. There are many advocates of Wal-Mart stores in the Navajo Nation. The following is an analysis of the most salient pro-Wal-Mart positions.

1. Wal-Mart creates jobs for the community, via direct employment, subsidiary employment (i.e. contracts), and through the stimulation of community business. 

A recent study by Global Insight, an independent research firm hired by Wal-Mart, found that “With the opening of a typical 150-350 person store in a county, retail employment tends to increase by 137 jobs over the short term and levels off to a 97 job increase over the longer term.”
 Many other studies on Wal-Mart test the validity of the hypothesis that Wal-Marts create jobs. Neumark, Zhang, and Ciccarella of the Public Policy Institute of California show that with the entrance of a Wal-Mart store, employment in the retail sector is “reduced by two to four percent.”
Sobel and Dean of Wets Virginia University state, “While the entry of a specific Wal-Mart store might cause some individual small, ‘mom and pop’ businesses to fail, out results suggests that these failures are completely offset by the entry of other new small businesses somewhere else in the economy.”
 

Other studies have noted that Wal-Mart does reduce employment in the retail sector for some counties it enters. However, the limits of these studies, is that they seem to be inappropriate when applied to the economic conditions and reality of the Navajo Nation. The study solicited by Wal-Mart shows that over the long-term jobs employment is reduced. Other independent studies also show this. However, these are for economic conditions such as those found in places like Farmington or Gallup. The Navajo Nation is not like Farmington. 

Jobs will be created, but the presence of a Wal-Mart may also affect surrounding retail establishments in the Navajo Nation, and as will be noted, drive prices down and thereby, potentially, drive these establishments out. This will create a net job loss for Navajo Nation: the opposite of the intended policy effect of job creation. 

But because studies are scant, and also because it does not attempt to model the Navajo Nation economy, it is difficult to even suggest what might happen with the entrance of a new Wal-Mart. However, what is certain is that if bureaucratic barriers to economic development are not resolved, then the surrounding stimulation that accompanies some Wal-Marts will be slow.

2. Wal-Mart will be a source of governmental revenue for the Nation. 

Micheal J. Hicks, economist at the Air Force Institute of Technology, finds that “the presence of a Wal-Mart significantly increases the local commercial property tax assessments, increase sales tax collections and leads to higher levels of local labor force participation.”
 Thus Wal-Mart can increase the sales tax revenues for the Navajo Nation. In addition, the Navajo Nation can impose other taxes on business activity, possessory interest, and so forth on the store. 

For the Navajo Nation however, to entice a Wal-Mart store to the Nation, there will certainly be negotiations that will consider tax breaks or waivers. Until the negotiations begin, it is unclear what sort of benefit the Nation will realize as a result of Wal-Mart. Currently the Nation collection about $65 million annually from all taxes. The location of one Wal-Mart may not considerably increase those revenues, especially if the entry of Wal-Mart has deleterious effects on other retail establishment. There may only be a marginal or modest increase in sales taxes as a result of Wal-Mart. In addition, it is difficult to project without knowing where the store or stores will be located. This will certainly affect the pattern of sales taxes collected.

3. Wal-Mart will serve as a catalyst to stimulate the creation of businesses and concomitantly the Navajo economy. 

The Global Insight study shows that in the long run, Wal-Mart has a positive impact on the creation of jobs in the Building material and garden supplies sector.
 “This indicates that Wal-Mart seems to displace other retail establishments, but also serves to stimulate the overall development of the retail sector that leads to an overall positive impact (in terms of retail employment) for counties in which Wal-Mart has expanded.”

Sobel and Dean concede that “there is no question that certain small businesses fail because of the entry of a new Wal-Mart store…”
 However, they suggest that the economy must be considered overall, not simply regionally. With that perspective, a loss in the region where Wal-Mart is could be off-set by growth in another region. Though no evidence, even corollary would seem to suggest that a Wal-mart in Chinle would stimulate the establishment of an Applebees( in Kayenta. 

While the evidence is inconclusive, the trend appears to be that Wal-Mart does in particular circumstances stimulate local economies. However, one must consider that in places where this has occurred, the barriers that the Navajo Nation faces in terms of economic development do not exist. Hence, it is difficult to even give an educated guess or informed opinion as to effects of Wal-Mart on business development. 

Looking at other reservations which have a Wal-Mart store proved fruitless. The Tulalip tribe of Marysville Washington facilitated the opening of a Wal-Mart Store in the Quilceda Village in 2001. However, the conditions of this Wal-Mart served the non-Tulalip population across the street. 

4. The presence of Wal-Mart will drive down prices and increase the purchasing power of individuals.

Wal-Mart is reported to have saved a total $895 per person from the years 1985-2004 or roughly $47 a year. Considering this effect on the Navajo Nation, when a recent study showed that more than 37% of Navajo citizens make less than $15,000 a year. This savings of $47 per person or $122 a year for an average household can be significant.
 

However, it must be pointed out that Wal-Mart could have a negative consequence on the retail establishments of regional economies. With this decline in employment or job loss, the purchasing power of these workers falls to zero. While the purchasing power of other working Navajos not directly impacted by Wal-Mart might increase marginally. For example, the price of Bluebird( Flour at Bashas might be $5.30; with Wal-Mart that price might drop to $4.90.
 Thus there is a modest increase in the purchasing power of that individual. But at the same time, Wal-Mart introduces lower prices, it drives its competitors to lower their prices as well, this may weaken the already delicate situation of many businesses operating at the break-even point. Thus the cost of increased purchasing power is the loss of jobs.

Economic conditions of the Navajo Nation do not mirror those off the Nation. There are several untested assumptions identified while discussing Wal-mart, they are, that 1) with the entry of a Wal-Mart, more jobs will be created; 2) that with the entry of Wal-Mart the local economy will be stimulated; and 3) that with the entry of Wal-Mart, the leakage rate of Navajo dollars to off the Nation will eventually be slowed even stopped. These untested assumptions are based on the perception of what happens in other areas around the United States. However, it is important to note that places such as Farmington, do not have a 6 month or even 3 month waiting and processing time for a business lease; that businesses do not have the same difficulties obtaining land for business development. These are two of several barriers to economic development that the Navajo Nation faces. These issues and other issues that should concern the Navajo Nation must be considered, the most salient of the other issues will be explored below:
1. Sovereign Immunity is often perceived by the public to be giving away the sovereignty of the Navajo Nation. When waivers are considered to sovereign immunity, it is often met with negative public opinion. The question to be asked is what are the conditions for economic growth and bringing a Wal-Mart store to the Navajo Nation without waiving sovereign immunity?
2. The cultural impact of a Wal-Mart store on the Navajo Nation. It is difficult to gauge the impact a Wal-Mart store will have on the Navajo Nation. Globalization and trend towards cultural homogeneity seem apparent. But the simple question to ask is how does the Navajo Nation “cope with the complexities of the changing world, the need to compete in business to make a living and the establishment and maintenance of decent standards of living,”
 while still recognizing, honoring, and trusting the Navajo cultural values and principles? 
3. Leakage in the Nation as in other rural areas around the United States are cause in part by lack of establishments carrying the much needed supplies, and also by what economist call the psychic benefit of shopping in an urban area that may be adjacent to the rural areas. This psychic benefit includes the “experience” of shopping in the urban center. For example, suppose the a Navajo living in Red Mesa has to choose to either go to Wal-Mart in Chinle, with really only two sit-down restaurants, no movie theater, no Red Lobster, no hair cutting place, no auto parts store, etc… which is approx 90 miles away or to go Wal-Mart in Farmington which has many eateries to choose from, slightly less expensive gas, 20 movie screens, many auto parts stores, and many other stores to choose from, which is also 90 miles way. Most likely this individual would choose to go to Farmington for the psychic benefit.
 Thus in order to reduce the leakage rate, a comprehensive economic plan that addresses this psychic benefit must be discussed. 

Conclusion

Wal-Mart on the Navajo Nation has too many unknowns at this point to really formulate a solid position. Wal-Mart could have a positive effect on the Navajo Nation. It will most certainly create jobs, but exactly what the impact of those jobs will be on other retail establishments is unknown. It will generate sales tax revenue, but the impact of a Wal-Mart may also adversely impact other businesses, thus decreasing the overall sales tax revenue, but this is uncertain, so this too is an unknown. Most certainly Wal-Mart will ask for a sovereign immunity waiver, and the Navajo Nation will grant it. Does the Navajo Nation do something that is negative perceived by the public? This is a judgment call and must be made in a manner that respects the wishes of the people as well as based on pragmatism. Will the presence of Wal-Mart further the loss of culture and language? This is a difficult question to answer, there are too many unknowns. Lastly, will Wal-Mart add to the reversal of leakage rate of the Navajo Nation? Perhaps. But this is uncertain based on many of the untested assumption about the Navajo Nation economy.
In short, the entry of a Wal-Mart could be both potentially good and bad. There are too many unknowns to be certain. 
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