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A PEACI•: I' I I W . INITIALED by the 
leaders of Busnl 1, 11 h111 and Croatia. 

The thrt'1' ll11lk 111 pr t'Sidents, after 21 
days of U.S. IPcl lll'~:otlations in Dayton, 
Ohio, agreed lo P111t 111• 1rly four years of war. 
Their accord formally pr1•serves Bosnia as a 
weak single stale thnt will be divided into 
two ethnic entities. Most of the capital, Sara
jevo, is to remain unified, and indicted 
war criminals will be barred from politics. 

U.S. ground troops almost certainly will 
'be in the Balkans by Christmas. The settle
ment pledges the U.S. and its closest allies to 
enforcing the peace, and American troops 
would comprise one-third of a 60,000-mem
ber NATO-led force. (Article on Page A3) 

Clinton is promising to seek congres
sional backing to send the U.S. troops, 
but hf' hn.~ plf'dnf'd tn d<71lm1 fhf'm 
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Tax R8)ort 

A Special Summary and Forecast 
Of Federal and State Tax 

Developments 

POLITICAL GRIDLOCK could mean 
higher taxes for some taxpayers. 
· Although the odds favor some sort of 

compromise tax legislation emerging from 
Washington in coming weeks, speculation 
runs high that nothing may happen. That 
would be grim news for taxpayers hoping for 
the extension of various tax provisions that 
expired this year or at the end of 1994. 

Among those who would be hurt by 
inaction would be many workers who get 
help from their employers in paying for 
education. A provision that expired at the 
end of 1994 allowed them to receive as much 
as $5,250 a year from an employer for certain 
education costs without owing taxes on it. 
Another now-expired provision offered a tax 
credit to encourage companies to develop 
drugs to fight rare illnesses. such ns T .011 
t lul • 
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Era of Growth 

Behind Stocks' Surge Is 
An Economy in Which 
Big U.S. Firms Thrive 

Swift Technological Change, 
Globalization of Business 
Play to Their_ Strengths 

Dow as an Index of the World 

By G. PASCAL ZACHARY 
Staff Reporter of THE WALL STREET .f OURNAL 

With the Dow Jones Industrial Average 
surging past the 5000 milestone, the bull 
market is looking more and more like a bull 
epoch. What's behind it? 
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. How the Government Keeps Indians in Poverty 
By TERRY L. ANDERSON 

For a few brief weeks this autumn, 
American Indians · were in the news with 
their protests over the World Series teams' 
nicknames. But, as usual, the protests 
have faded into the background-and the 
attention was never on the. critical social 
and economic issues, anyway. The ap
palling economic conditions on Indian 
reservations will not disappear so easily. 

Of all ethnic groups in this country, Na
tive Americans who live on reservations 
are the most impoverished. More than 20% 
of Native American reservation house
holds have annual incomes below $5,000, 
compared with 6% for the overall U.S. pop
ulation. Only 8% of reservation households 
have annual incomes greater that $35,000, 
compared with 18% for the overall U.S. 
population. 

Why are reservation economies so 
poor? A common explanation is that the 
atrocities of the late 19th century left Na
tive Americans with the worst lands. The 
data, however, do not support this claim. 
Agriculture Departmerit figures show that 
the average quality of agricultural land on 
reservations is slightly better than the 
farmland in surrounding counties. More
over, many reservations are rich in min
erals, energy and timber. If well managed, 
these could generate substantial income. 

The Crow reservation in Montana, for ex
ample, has coal reserves·valued at $26 bil
lion, or $3.3 million per capita-but the 
tribe earns a shockingly low 0.01% rate of 
return per year. 

A hint at the reason for Native Ameri
cans' poverty came to me some years ago 
when I took guests from Switzerland to 
visit an Indian rancher on a Montana 
reservation. Knowing that my guests had 
a romantic view of American Indians, I 
tried to prepare them for the poverty they 
would witness. But to my surprise, the 
family we visited was far from poor. 
Against a backdrop of spectacular moun
tains stood a handsome home, a well-kept 
yard, and productive fields ; 

After we became acquainted, I asked 
the Indian rancher if my general impres
sion of reservation economies was incor
rect, or if there was something different 
about this family. He matter-of-factly an
swered, "I own this place." 

· I learned that some land on reserva
tions is privately owned, not controlled by 
the Bureau of Indian Affairs. Other land is 
allotted to individual Indians but held in 
trust by the BIA (individual trust land), 
and some belongs to the tribe but also is 
held in trust by the BIA (tribal trust land) . 

The land that is privately owned is far 
more productive than the other two cate-

gories. Indeed, a study of agricultural land 
on a large cross-section of Western reser
vations indicates that tribal trust land is 
80% to 90% less productive than privately 
owned land. Individual trust land is 30% to 
40% less productive. These results do not 
necessarily argue for "privatization" of 
reservations, a proposal that would be op~ 
posed by nearly all tribes. But, somehow, 
the productive success that private prop
erty makes possible must be made avail
able to all Native Americans. 

Certainly, it is not now. BIA trusteeship 
imposes layers of bureaucracy and legal 
constraints on Indian land-use decisions. 
For example, banks are unwilling to make 
loans for improvements on trust lands be
cause it is nearly impossible to repossess 
trust land if a borrower defaults on a loan. 
Tribal politics often compound BIA trust 
constraints, ;;is tribal council meetings be
come a vehicle for political patron<lgr. A 
member of the• Crow I rilH· 111 so11ll11·;1 s ll •111 
Montana comments: "Like grasshoppers, 
clans jump back and forth between fac
tions" to garner political rewards. 

Tribes have sought to unshackle them
selves from the BIA through "self-determi
nation," and, for the first time in decades, 
the devolution mood in Congress offers a 
chance for them to push their cause. But 
economic success requires that tribes re-

Chalk Up One for Protectionists 
By PATRICK D. CHISHOLM what was originally asked for. Steel exec-

The U.S. International Trade Commis- utives, who expressed outrage at the rul-
sion has always been a ·favorite tool ings in a meeting with President Clinton, 
among protectionists in their efforts to vowed to get someone on the commission 
keep out lower-priced foreign goods and more to their liking. They succeeded in 
prop up sunset industries. Last year, with Ms. Bragg. 
the appointment of a new commissioner, This past summer the ITC released a 
it got even better for the protectionists. study titled "The Economic Effects of An-

The ITC is a six-member panel that tidumping and Countervailing Duty Or-
judges whether U.S. companies involved ders and Suspension Agreements," which . 
in antidumping and countervailing duty Carla Hills requested when she was the 
disputes are being injured from "unfair" U.S. Trade Representative during the 
imports of foreign goods. Congress man- Bush administration. 
dated that the commission be made up of The two-year study concluded that the 
three Democrats and three Republicans, overall effect of antidumping duties is neg-
apparently based on the assumption that ative-particularly through the impact on 
one party will generally vote in favor of consumers. 
protecting U.S. companies and the other Sure enough, Ms. Bragg disapproved of 
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Here's an example of the ITC's awe
some influenc"e. In the mid-19SOs a U.S. 
manufacturer of dynamic random access 
memory (DRAM) chips brought antidump
ing charges against Japanese DRAM com
panies. Rather than face a certain affir
mative determination by the ITC, the 
Japanese companies agreed to raise the 
price of their chip exports to the U.S., re
sulting in the 1986 U.S.-Japan Semicon
ductor Agreement. 

That measure caused a scarcity of 
DRAM chips in the U.S., forcing U.S. com
puter makers to raise their prices and forc
ing many of the smaller concerns out of 
business. Apple raised the price of a Mac
intosh SE by $400 and a Macintosh II by 
$1,100, citing the shortage and high price 
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ward individual initiative and constrain 
tribal politics. Some reservations have 
managed to do this. For example, the Con
federated Salish and Kootenai on the Flat
head Reservation in Montana have been 
successful at starting small businesses and 
at managing their timber resources. The 
White Mountain Apache in Arizona operate 
a sustainable logging operation, a success
ful ski facility, and a lucrative elk hunting 
camp, all without BIA control. In both these 
cases, individuals are rewarded for their 
initiative and tribal governments refrain · 
from counterproductive redistribution. 

American Indians can reach back into 
their rich cultural heritage to find institu
tions that strike this balance. Throughout 
Native American history, the braves, war
riors, and chiefs-the heroes for whom 
sports teams arc named- rewarded indi
vidual effort while coordinating efforts 
through tribal lfOVl' rnanf'<'. Riding a horse 
111111 i i .j ;1111p1•di11 i•, ill'id 111 1!1111 :1111 , 1111 <'X 
umµlc, rcc1 uircu trc111c11dous 111l11v1llual 
skill, and this skill was rewarded. Hunters 
marked their arrows so that the success
ful hunter would be known. The animals 
then belonged to the brave who launched 
the lethal arrow; he could divide the mea.t 
and the skins as he saw fit. At the same 
time, a cooperative effort was necessary 
to keep the herd from stampeding prema
turely, so a hunt chief coordinated the 
overall activity. 

All too often in reservation economies, 
the role of the individual hunter has been 
neglected. It's time for that to change. 
Those reservations, such as the Flathead 
and White Mountain Apache, that have 
loosened the BIA grip are beginning to 
show the rewards of self-determination. 
Between 1977 and 1989, incomes on those 
two reservations were up 16% and 12%, re
sp~ctively. This compares with an average 
decline of 1% for the same period on all 
reservations. The key is for other tribes to 
take this initiative and for Congress and 
federal bureaucrats. to give Native Ameri
cans the freedom they deserve. 

Mr. Anderson, a senior associate of 
PERC (the Political Economy Research Cen
ter) in Bozeman, Mont., is the author of 
"Sovereign Nations or Reservations?" (Pa
cific Research Institute. San F'mnri.<r n) . 


