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“The power to tax transactions occurring on trust lands and

signi cantly involving a tribe or its members is a fundamental

attribute of sovereignty.” - Washington v. Confederated Tribes of

Colville Indian Reservation, U.S. Supreme Court (1980).

In order to fully participate as members of the American family of

governments, to build a better future for tribal nations, and positively

impact rural and regional economies, tribal governments need tax

revenue. Exactly like other governments, tax revenue is essential to

sustained tribal investments in education, law enforcement, health

care, and other government functions. However, in the area of tribal

taxation at the local level, state governments have steadily

encroached upon tribal jurisdiction. At the same time, tribes have

continually worked to develop new tax models to support their

communities (e.g., instituting hotel excise taxes, severance taxes,

gasoline taxes, etc. and creating tribal tax codes and tax

commissions).

Often, these two approaches have come into con ict with one

another. Because of this power struggle, Indian tax law is primarily

the result of judicial decisions, as well as agreements and/or compacts

made at the state and local level.

Focusing speci cally on these taxation issues, NCAI, in conjunction

with a group of tribal leaders and technical experts, has developed a

tribal taxation strategy that af rms tribal sovereignty and seeks to

place tribes in a more favorable position to pursue economic and

community development projects.

In general, tribal governments lack parity with states, local

governments, and the federal government in exercising taxing

authority. For example, tribes are unable to levy property taxes

because of the trust status of their land, and they generally do not

levy income taxes on tribal members. Most Indian reservations are

plagued with disproportionately high levels of unemployment and

poverty, not to mention a severe lack of employment opportunities.

As a result, tribes are unable to establish a strong tax base structured

around the property taxes and income taxes typically found at the

local state government level. To the degree that they are able, tribes

use sales and excise taxes, but these do not generate enough revenue

to support tribal government functions.

Compounding tribes’ inability to establish a strong tax base, current

federal policy makes it dif cult for tribes to utilize tax-exempt
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nancing options generally available to states to fund the

construction of government infrastructure. In addition, other federal

tax incentives meant to promote economic development projects on

tribal lands seem to bene t non-Indian businesses already doing

business in Indian country, while doing little to attract new businesses

or to bene t tribally owned businesses. These policies negatively

impact economic growth in Indian Country and the effect is felt by

entire regional economies.
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