
GATECRASHERS
Development corporations have proven an effective way to
break through barriers constricting the local economy

MIKE LEWIS

QUESTION: How many people in Canada ever heard of development

corporations 20 years ago? 

ANSWER: We don’t know - but you can bet there are almost as many

DCs today as there were people who had heard of them 20 years ago.

Westcoast was recently told that there are around 180 community-based

development corporations in Canadian “Indian country.” There are over 200

Community Futures committees across Canada. Most operate business develop-

ment centres, many of which (including several native BDCs) function in part as

a type of development corporation.

In Canada’s cities, interest is also rapidly
increasing in what are being called com-
munity development corporations
(CDCs). New Dawn, Canada’s first
CDC, is now into its sixteenth year of
operation in Sydney, Nova Scotia. More
recently, important CDC initiatives have
got underway in some of the poorer neigh-
bourhoods of Montréal and Ottawa.
Other cities are starting to explore CDCs
as well.

WHY IS ALL THIS HAPPENING?

One view is that the formation of devel-
opment corporations has been driven by
government programs and dollars. Gov-
ernment puts out a carrot at the end of an
obstacle course. Communities organize
themselves to jump through the hoops
and get the prize - dollars, and at least
some potential for local benefits.

There is evidence that this is the case
in some Indian communities. In north-
west Ontario, for example, several exist-
ing development corporations trace their

roots to the efforts of the old LEAD pro-
gram of CEIC. The money and jobs gen-
erated by these corporations are prized in
local economies with high unemploy-
ment and little local capital.

In addition, most Community Futures
committees across Canada owe their start
to government money.

However, there are clearly other fac-
tors at work. During the 1960s and early
‘70s in Canada and the U.S., thousands of
community development and commu-
nity organizing projects were launched. In
many cases, local people in poor commu-
nities were successfully organized into
self-help efforts. To some extent, serv-
ices and benefits to disadvantaged groups
and communities improved.

But the projects and efforts often fell
short when assessed as to the long-term
influence local people won over impor-
tant areas of community life.

Consider the following example. After
a struggle, in 1973 the Nuu-Chah-Nulth
Tribal Council won the right to adminis-
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ter Indian Affairs programs: social serv-
ices, education, employment services,
etc. Yet the chiefs ended up being unable
to exercise little real influence over the
direction or design of programs or budg-
ets. Moreover, the communities still had
virtually no influence over the economic
dimension of their lives. Decisions that
deeply affected the lives of Nuu-Chah-
Nulth people were still made privately
elsewhere.

Consider the people in Point St-Char-
les, a neighbourhood in southwest Mon-
tréal. They were faced with rising welfare
dependency as plant after plant closed,
throwing thousands out of work. The
residents became victims of the deci-
sions of outsiders, and had no means by
which to protect their interests or de-
velop alternatives.

In situations such as this, ways had to
be found to increase local influence and
control over economic decisions affecting
the community. One strategy has been to
improve the capacity of local people to
organize and manage economic develop-
ment in their own interests. And more
and more people are becoming involved.

To focus and manage such a strategy
there has to be some kind of organization.
Community-based development corpora-
tions were invented by the leadership in
poor communities to provide a means by
which community economic interests
could be advanced.

INGREDIENTS OF SUCCESSFUL CED
INSTITUTIONS

What does it take to make CED work?
That’s a deceptively straightforward
question. There are several pieces to the
puzzle. Success requires a comprehensive
approach to the development of an eco-
nomic base which can support commu-
nity self-reliance.

There are at least four key parts that
have to fit together to make economic
development work. These four functions
represent what an institution must pull

together in order to build businesses
which can establish and expand the eco-
nomic base.

One development corporation need
not perform all four functions. However,
all four need to be accessible to the commu-
nity if an economic base is to be created.
Planning and Research
This refers to the capacity to undertake
basic research and planning including:
§ being able to research and understand

the economy of the region within
which the CDC operates.

§ choosing goals and setting objectives
that are realistic given the local eco-
nomic situation.

§ research that supports venture develop-
ment analysis and decision-making -
from opportunity identification to busi-
ness planning, and the on-going work of
venture hunting and screening.
Over the longer term, planning and

research must also include the research
skills to seek out new markets and to
create new products.
Debt
This refers to money that is available to
loan to businesses, whether individually-
or community-owned. This is money
which the debtor business must paid
back, with interest, usually on a monthly
basis.
Equity
Equity refers to money that is available to
invest. It is sometimes referred to as “risk
capital.” It is a vital ingredient in putting
together deals. Without some equity
capital on the bargaining table, not many
other investors are likely to take the risk
of doing business.
Training
Training is a continuous concern and
need. It involves developing the skills and
capacity of the board and staff of the
development corporation. It also involves
enabling the corporation’s constituency
to participate productively as employees
and managers of businesses generated by
the development process.

WHAT ARE THE MAJOR MODELS OF
DEVELOPMENT CORPORATION?

Development corporations operating in
Canada and the U.S. tend to make differ-
ent pieces of the puzzle the focus of their
attention. All carry out research and plan-
ning to some extent, then concentrate on
either equity, debt, or training. As a re-
sult, there appear to be four major models
of development corporation.

Of the four, all but the last are in
operation in Canada. There are also sev-
eral examples of development corpora-
tions which are trying to combine one or
more approaches.

The Growth/Equity Model has a major
emphasis on building equity.

The Loan/Technical Assistance Model fo-
cuses on debt financing, and, to a degree,
on training and support activity for small
businesses.

The Employment Development Model has
a major emphasis on training and job de-
velopment.

The Comprehensive Model combines all
key functions.

Let us now examine each model in
greater detail.

KITSAKI DEVELOPMENT
CORPORATION: THE
GROWTH/EQUITY MODEL

The La Ronge Indian Band is located in
northern Saskatchewan. The Band has
about 5000 people living on seven re-
serves, the most distant of which lie about
350 km apart. Through the 1960s and
‘70s, the Band was characterized by con-
ditions typical of the poverty and under-
development faced by many of Canada’s
First Nations.

In the early 1970’s Band members be-
gan to take charge. They assumed control
of the education system . As they devel-
oped their local government and as the
opportunities in Northern Saskatchewan
multiplied, the Band began to think ac-
tively about economic development.
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They were tired of seeing the region’s
wealth exported without any benefits
staying in the North in general, and in the
La Ronge Indian Band in particular.

Early attempts to put together various
businesses, ranging from trucking and
construction to smoking salmon, were not
roaring successes, to say the least. Most
were a bust. In 1981 the Band created
Kitsaki Development Corporation
(KDC). Among its first ventures was to
use the by-now abandoned fish smoking
plant and, through a joint venture with a
Saskatoon entrepreneur, to develop a
beef jerky operation.

Finally, in 1984 the Band and KDC were
able to hire an experienced individual to
build on their modest beginning. Bill Hat-
ton, a Vietnam veteran from Chicago with
loads of CED experience state-side became
General Manager. For Hatton the central

issue was: “We only have limited time and
talent to apply to building self-reliance
for the La Ronge Indian Band - so where
do we apply it?” His answer was a term
heard more and more often nowadays in
economic development circles: capacity-
building.

Capacity-building recognizes that
economic development is not a single
process. In particular, economic develop-
ment does not result from the simple act
of pouring financial resources into bricks
and mortar projects. Rather, capacity-
building, as practised by KDC, Bill Hat-
ton, and the La Ronge Indian Band, was
concerned with constructing the neces-
sary infrastructure which would enable an
organization to “plan, design, finance, im-
plement and operate economic develop-
ment programs,” and to carry out
effective business development.

Consider carefully the distinction be-
tween economic development and busi-
ness development. KDC was concerned
with economic development. They
would say they were concerned with
building institutions that could do a
number of things, including business de-
velopment. From this perspective, busi-
ness development is one strategy for
building community economies - not the
whole ballgame.

The La Ronge Indian Band had a every
clear mission for KDC. It was to pursue a
strategy that would inject the corporation
into every major sector of the northern
economy. In short, KDC was to become a
key player in the regional economy. Put
in another language, this mandate was
focused on changing a relatively power-
less community into a powerful economic
and political force. To this end, KDC has,
since 1984, placed a high priority on
building the capacity to do business.

The order of priorities in the KDC
business development program may sur-
prise some people: 1) ownership and prof-
its, 2) management, and 3) jobs. KDC had
to pursue these priorities in its business
development program with scarce time,
talent, and capital. So how did they do it?

With ownership and profit generation
as central priorities, but management ca-
pacity in short supply, KDC made joint
ventures its major business development
approach. Joint ventures with carefully
selected partners have provided the
means by which the KDC has reduced the
risk of doing business and increased the
potential for maximizing profits and other
benefits.

What are the results of this approach?
Having begun with a couple of flawed
ventures and a beef jerky operation that
was just finding its feet, KDC has
amassed some interesting results.
1. It has achieved ownership of profitable

businesses in several sectors: trucking,
agriculture, manufacturing, tourism,
and insurance.

THE GROWTH/EQUITY MODEL
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2. 1989 gross revenues of $15 million.
3. Profits sufficient to pay KDC costs as

well as create independent equity
which KDC controls - a very important
ingredient for building long-term self-
reliance.

4. Over 400 permanent jobs, over half of
which are filled by native people.
KDC has remained true to its broader

commitment to capacity building as well.
It has been helping to develop and struc-
ture and small business financing and a
training institution to deal with native
entrepreneurs in northern Saskatchewan.
It is also now working with the Band Gov-
ernment to supply the human resource
training necessary to ensure that the full
benefits of KDC success are enjoyed by
the membership of the Band.

In summary, KDC represents signifi-
cant progress for the La Ronge Indian
Band. Growth has taken place in profits,
in management influence, and in jobs.
Financial equity is being built. Eight
years ago the La Ronge Indian Band
owned virtually nothing. Today they con-
trol 40% of the economy in the town of La
Ronge. Finally, they have a means
through which some development bene-
fits can be retained in the North.

However, equity has also grown in an-
other way - in the sense of a broader
distribution of development benefits to
people who have historically been ignored
or left out of the process. In this sense the
KDC process appears be making a con-
crete contribution to building a more just
regional economy.

COLVILLE INVESTMENT
CORPORATION: THE LOAN/
TECHNICAL ASSISTANCE MODEL

In the early 1970s Don McMillan was
active in the area of Nanaimo, B.C., set-
ting up a crisis line which dealt with drug
addicts. He was driven to improve the lot
of down-and-out folks. This brought him
to play a key role in creating, in 1975, the
Nanaimo Community Employment Advi-
sory Society (NCEAS). It was established
to direct a community-wide assault on the
region’s high unemployment, particularly
its chronic unemployment, and was sup-
ported in doing so by the Federal and
provincial governments.

In the first three years, 34 projects
were organized and 1000 clients served.
$3.3 million was spent on job creation,
training, and trying to better co-ordinate
existing resources. There was little par-
ticipation from the private sector.

Nanaimo’s economy was static. Little
impact could be discerned. The economy
needed attention. Diversification
through small business began to emerge
as a possible strategy for creating perma-
nent employment and broader commu-
nity participation. Consequently, in 1979
community-based small business devel-
opment and support became the major
thrust of NCEAS.

THE LOAN/TECHICAL ASSISTANCE MODEL
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NCEAS set up a for-profit subsidiary
corporation called Colville Investment
Corporation (CIC) in 1980. The key goal
of the mandate given to CIC was to de-
velop private sector employment through
the provision of technical and/or financial
assistance to new or existing businesses.
In particular, CIC was to provide a source
of investment capital for people unable to
tap the traditional supplies of debt capital.

The federal government provided the
original $500,000 in capital. Later on, the
CEIC’s LEAD Corporation program was
a source of operating support as well as a
source of capital for lending purposes.

CIC has primarily lent money to new
or expanding businesses which met CIC
criteria: viability, employment potential,
and leverage of other sources of capital. In
addition, CIC provides financing to
“high-risk” ventures that traditional
lenders are reluctant to assist.

As of 1988, CIC has provided financing
of about $2 million to over 147 small en-
terprises in the Nanaimo area. An addi-
tional $6.5 million has been leveraged
into the business community. In other
words, for every dollar lent by CIC, over
3 other dollars flowed to that business
from other sources. In most cases, CIC
played the key financing role in getting
the projects off the ground. CIC has also
provided various types of technical assis-
tance, including assistance with business
plan development and market informa-
tion. The results in terms of jobs: 596 full
and part-time jobs.

RÉSO: EMPLOYMENT
DEVELOPMENT MODEL

PEP, the Point St-Charles Economic Pro-
gram, was Montréal’s first Community
Economic Development Corporation.
Five more have appeared since 1985 in
neighbourhoods ravaged by de-industri-
alization and unemployment.

The Point, as it is referred to in south-
west Montréal, has suffered catastrophic
consequences as a result of outside poli-

cies over the last 20 years. Once a thriving
neighbourhood, Point St-Charles has lost
16,000 jobs in the last 20 years. These
were jobs lost in firms having over 50
employees. The population of the area
has declined from 30,000 to 13,000. Half
these families received welfare benefits
in 1988, a year when the unemployment
rate was at 30%.

During these years of economic and
social decline, the major economic players
from industry and government were

mute. Even the City was for many years
of no consequence. Indeed, until 1979, it
never even had an economic develop-
ment department.

The local community, however, was
not inactive. The last 20 years have wit-
nessed an explosion of initiatives and
services attempting to address the conse-
quences of decline on the local popula-
tion. One of the main areas of concern in
the ‘70s was housing. In the last 13 years
over 900 units have been developed as
co-operatives, a story in and of itself.

In the early 1980s, all of this action and
initiative gathered together into a perma-
nent coalition. As the early signs of reces-
sion loomed, the decline of the local
economy accelerated. Attempts by CBOs
in the ‘70s to use existing programs to
deal with the employment and economic
crisis had failed.

At the same time, the vacant industrial
land came to be coveted by real estate
developers whom the City encouraged to
build housing, which was out of reach of
the local population (condominiums,
etc.). An economic crisis combined with
an insensitive and potentially damaging
approach to “urban renewal” made peo-
ple mad and, given their activist history,
they were prepared to act.

In 1984 200 people, banners flying and
walls covered with posters, heard and
challenged the Minister responsible for
Manpower and Income Security. The fo-
cus was the Ministry’s training programs.
After a direct, clear attack on the pro-
grams, the people demanded that the
government do some economic develop-
ment work in Point St-Charles based on
participation of its residents. Three
months later, at another meeting with the
Minister, she agreed to finance a socio-
economic study of the neighbourhood.

In the weeks that followed, intense
community organizing led to the forma-
tion of a coalition of church, housing, and
service organizations in the Point. The
Point St-Charles Economic Program was
born and became the vehicle for doing a
broadly-based, action-oriented study fo-
cused on identifying the neighbourhood’s
potential for renewal and the articulation
of a development strategy. Two people
were hired and the work of research and
organizing began in earnest.

What emerged was the report In Pointe
St-Charles, We’ve Got Heart. It was a socio-
economic profile of the neighbourhood,
its strengths and weaknesses economi-
cally, the overall outlook for develop-
ment, the basic elements of a CED
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strategy, the mission and goals of PEP,
and a five-year funding proposal. Just as
important, this research and the prospect
of new economic action sparked a lot of
enthusiasm.

The four general goals that emerged
focused on locally-controlled economic
renewal, job creation, training of the un-
employed, and securing adequate fund-
ing for PEP. A month later PEP received
$100,000 for an investment fund and
$150,000 for core financing.

The first years were full of internal
training, studies and advocacy in matters
of land use (particularly gentrification
pressures) and small business financing of
individual and community-owned busi-
ness. In terms of policy influence, the
results of the first two years were promis-
ing. The move by developers and the City
to turn the Lachine Canal into a luxury
housing development was stopped and
the manufacturing zoning protected. On
the business development side, the re-
sults were marginal at best. Of 34 pro-
jects, few survived. In those that did,
however, about 50 jobs were created. In
spite of PEP’s avowed interest in the
co-op movement, three attempts to start
manufacturing co-ops ultimately failed.
Nevertheless, learnings from this experi-
ence were consolidated and PEP moved
on.

On the business development side,
PEP came to focus on existing businesses
which needed help to expand. It then
provided services which furthered the in-
terests of its constituents in training and
jobs. At the end of the next three-year
period, PEP had helped 35 businesses
through interventions deemed crucial to
the intended start-up or expansion. The
shift of focus to existing businesses cre-
ated 76 new jobs and preserved another
188. The majority of the people hired
were from Point St-Charles, half of whom
had previously been receiving unemploy-
ment or welfare benefits.

The services provided by PEP’s staff

of four varied: business plan supervision,
management consulting services, finan-
cial analysis, financing strategies, direct
financial assistance, search for floor space,
re-location strategies, recovery plans, and
referrals to more specialized services. As
they learned they noted that new manu-
facturing start-ups were constantly faced
with an absence of risk capital. PEP took
this issue in hand and put together a fund
combining PEP money with that of two
other Montréal CDCs, the City of Mon-
tréal, and the Québec Solidarity Fund (a
special trade union pension fund in
Québec). This created a fund of $1.8 mil-
lion, and another new partnership fo-
cused on the needs of distressed
neighbourhoods. (Notice how CED is not
just about business development. It is
about creating institutions.)

In the spring of 1987, all these efforts

began to pale before the threatened cuts
of CN Rail and the closure of several
important manufacturers (Simmons and
Coleco being two). 821 workers were un-
expectedly on the street and more lay-
offs threatened. A new coalition was in
the making. Public protests involving
hundreds of people and benefits to show
solidarity with the workers increased
awareness of the need to preserve the
area’s manufacturing base. PEP became
an executive member of the new coalition
Urgence Sud-Ouest. Politicians in
Ottawa, Québec, and Montréal began to
feel the heat. The coalition undertook a
wide variety of actions. Ultimately, agree-
ments to invest $500 million in southwest
Montréal over the next 5 years were se-
cured.

The basis for investing these resources
derived from the community organizing

EMPLOYMENT DEVELOPMENT MODEL
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activity and the report this new coalition
produced, Southwest Montréal: Organizing
Our Development Together.

Three major priorities emerged:
§ The Southwest’s revival must be the

work of active human resources deeply
involved in their community.

§ Revival must take place in a concerted,
global way, through an organization set
up in the district by the most active
partners in the Southwest.

§ The priority choice takes the form of
a CDC comprising community repre-
sentatives from all parts of the South-
west, offering a wide range of services
to local development, and targeted at
the employable jobless, business peo-
ple, community agencies, etc.
In choosing a community-based ap-

proach, the report recognized that past
public interventions have not worked and
the neighbourhoods have been forced to
fall back on their own, local alternative
resources. The coalition, in its recom-
mendations, chose to rely on this dynamic
sense of grassroots involvement. The re-
port goes on to say:

“Moreover, the growing interaction
between problems and needs,
along with a true shortage of avail-
able resources, have lead all those
concerned with local development
to adopt a concerted approach. Fi-
nally, the powerful sense of belong-
ing to one’s neighbourhood or
district, the existence of well-es-
tablished social networks, the im-
portance attached to living in close
proximity with neighbours, com-
munity services and jobs all mili-
tate, for a significant section of the
population, in favour of a local re-
vival organization.”
While these are powerful reasons fa-

vouring a concerted approach within a
local community development organiza-
tion, the report concluded by recognizing
that to be effective, it must be able to
“depend on a significant contribution

from all levels of government working
hand-in-hand with local resources.”

Through this process, PEP was trans-
formed into the organization responsible
for directing the social and economic re-
newal effort not just in Point St-Charles,
but in southwest Montréal as a whole.
The organization, now called RÉSO
(Network for Economic and Social Revi-
talization of Southwest Montréal) is
made up of business, trade unions, and
the original community organizations
that initiated PEP just a few years before.
The CBOs constitutionally retain control
of the board.

All this activity has been generating
wide interest in Montréal. Seldom, if
ever, has a community economic develop-
ment strategy created so much public ink.
From editorials in the city newspapers to
a myriad of requests for more information,
RÉSO is a very public actor on the Mon-
tréal stage. One of the major policy break-
throughs on the governmental side is in
the area of funding. Political an-
nouncements in mid-1990 created wide
interest in CED circles. The provincial
government is committing $400,000/year
to RÉSO and the federal government
$250,000/year for five years. This is in
addition to a commitment of
$150,000/year from the municipality.

The focus of RÉSO’s work remains job
creation and training and business reten-
tion and expansion. They are debating
whether to maintain the small business
development component of their pro-
gram or spin it off to another group. They
are keeping the community organizing
focus as a central feature of the way they
realize their mandate.

Another crucial debate that is begin-
ning to emerge at the board and senior
staff level as the overall experiment un-
folds is the role of ownership and capital
accumulation. At present RÉSO is
funded by government. Governments
come and go. What will remain is the
interest which the southwest neighbour-

hoods have in increasing their influence
over their economic destiny. If RÉSO de-
cides to expand its mandate to include
the ownership of profitable businesses,
they will no doubt want to visit Kitsaki.
And if they do, they may well become the
first CDC in Canada to bring all four
ingredients of CED under one umbrella.

These three models all include plan-
ning and research as a feature of their
organization. That aside, however, it is
clear that Kitsaki’s focus has been build-
ing equity, CIC’s has been the provision
of loans and technical assistance, and
RÉSO’s is job creation and training.

SUMMING UP

With the dawn of a new decade, “econom-
ics” is becoming a dirty word to those on
the receiving end of political and corpo-
rate decisions that typically are grounded
in arguments of “economic necessity.” If
economics refers to “the management of
household resources,” then an awful lot of
folks out there are finding that the re-
sources and their management are being
moved right out of their households and
their communities. Psychologically, peo-
ple are being left with a growing sense of
homelessness and powerlessness, as
though our houses have all been torn
down and we’ve been left with no place
to live, no resources to manage.

The good news is that the extremity
of need and the Depression-era images of
hunger and homelessness - soup kitch-
ens, bread lines, people on the streets -
have provoked more than just questions
across a variety of constituencies. Peo-
ple’s concerns have fueled the invention
of a remarkably diverse range of tools,
strategies, and structures for the revitali-
zation of community.

Among these inventions, as we have
seen, one of the most flexible and prom-
ising is the community development cor-
poration. Flexible to the point of
formlessness? Hardly. For all their diver-
sity in purpose and strategy, institutions
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like Kitsaki, Colville Investment, and
RÉSO share critical features:
§ They start the process of returning

control and ownership of economic de-
cisions to the people most affected by
those decisions. 

§ They are economic initiatives rooted
in a social purpose - a response to a
simple, disarmingly pragmatic ques-
tion: “Among minorities and the poor,
what best facilitates consumers be-
coming producers, users becoming
providers, and workers (at least some-
times) becoming owners?”

§ They move beyond the unappealing
alternatives proffered by many of our
political leaders: “fairness without
growth” through large social spending
programs and big government, or alter-
natively, “growth without fairness”
through tax breaks for large investors
and cuts in social service spending. By
contrast, CDCs come to grips with
the question: “How is it possible to
have growth with equity, or more ac-
curately, growth through and toward
equity?”

Kitsaki, Colville Investment, and
RÉSO, and other CDCs have played a
strategic role in efforts to revitalize dis-
tressed neighbourhoods, communities,
and regions across our country. They have
done so not by chasing big-ticket projects,
by promoting McDonalds franchises, by
conceiving and producing pet rocks, nor
by simply fixing up the neighbourhood
facade. Starting at home with the re-
sources the community already has, they
have demonstrated the capacity
§ to generate and structure investments

that build capital and jobs which the
local community controls.

§ to undertake innovative housing pro-
jects and community development
projects that while paying for them-
selves, replacing homelessness with
hopefulness.

§ to link the building of the motivation
and self-esteem of individuals to skill
training, to job training and place-
ment, and to business development.

§ to forge partnerships across some very
broad divides, for example, with trade
unions, business, and government.

Much remains to be done to build and
re-shape institutions in a manner that
reflects the priorities of what essentially
is a new economics. Currently in this
country, over 180 development corpora-
tions are functioning in Indian communi-
ties alone. Several are taking up the
Kitsaki model. Others are more like
Colville Investment, as are over 150 or-
ganizations active in other parts of small-
town and rural Canada. Known as
“business development centres,” the lat-
ter not all are involved in the low-income
community per se but they do represent
local clusters of action.

There are not many RÉSOs yet. But
there is a growing buzz in urban centres
across the country as people try to assem-
ble resources and approaches that can
begin the long hard process of regaining
some control over the management of the
household resources. �

Mike Lewis is executive director of the
Centre for Community Enterprise, Port Al-
berni, B.C.
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