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Community wealth building:
America’s emerging asset-
based approach to city
economic development

Marjorie Kelly, Sarah McKinley, and Violeta Duncan

Across the United States a growing number of
communities are experimenting with innovative ways
to create a more equal, democratic, and community-
based economy from the ground up.

s political debates continue to rumble along in the UK around greater

devolution and decentralisation — not to mention the need for a ‘new

economics’ based on more democratic economic institutions — the British
left might consider looking across the pond for inspiration, to developments
occurring at the city level in the United States. Driven by the ongoing deterioration
of U.S. social safety systems and the exhaustion of traditional redistributive policies,
a growing number of innovative experiments and approaches point towards a
possible alternative pathway forward for those seeking transformative social and
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economic change. As community activists and a rising generation of progressive
mayors and city economic development professionals get to grips with entrenched
poverty and inequality, a new bottom-up paradigm is beginning to emerge — a
systems approach to economic development that promises to create an inclusive,
resilient, community-based economy grounded in local, broadly held ownership. We
call this new asset-based paradigm ‘community wealth building’.!

The design challenge before us

The impetus behind these promising new developments is clear. The economy of
the United States is failing the majority of its people. The number of people living
in high-poverty areas has nearly doubled since 2000, despite the significant decline
in concentrated poverty in the previous decade. If policymakers thought that they
had begun to solve the problem of urban poverty, it has now returned with a
vengeance.? The labour market has deteriorated across the nation. Those trapped in
contingent work — including part time, temporary, and contract labour — now make
up an alarming forty per cent of the workforce. Over the last three decades, wages
have been stagnant for the bottom eighty per cent of Americans, even as the income
of the top one per cent has more than doubled. There has been a hollowing out of
lower-skilled, middle wage jobs that once provided pathways to economic security.3

When these statistics are broken down by race and ethnicity, the extent of the
American economy’s failings becomes even more astounding. African-Americans
and Latinos are more than twice as likely to live in poverty as non-Latino whites.
Among families headed by someone with a college-level education, the median
wealth for a white family is ten times greater than for Black families, and about
seven times greater than for Hispanic families.# This picture becomes more
troubling when coupled with the fact that most babies born in the United States
today are children of colour. The United States is only three decades away from
becoming a ‘minority-majority’ nation. Many U.S. cities have already arrived at this
demographic inflection point — including New York, Chicago, Philadelphia, and
Cleveland.

The underlying economic trends will only worsen, unless we can answer the design
challenge before us. Can we find ways to include those presently excluded from
economic well-being? Can we design an economic system that builds the wealth and
prosperity of all citizens?

This work necessarily and naturally begins at the local level, given the paralysis of
national-level politics in Washington and the need to rebuild and re-envision a
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modern economy from the ground up. Remarkably, such a process is already well
underway. In dozens of cities and communities across the United States, the
answers we so desperately need are already appearing. Using a variety of innovative
strategies, a new movement of communities is arising to confront head-on the
seemingly intractable descent into an ever more unequal society. Breaking out of the
silos that were once the norm of community and economic development, a diverse
group of partners — from trade unions and ‘anchor institutions’ (such as hospitals
and universities) to community organisations and progressive local business
networks — are joining together to begin to build an inclusive and sustainable
economy in which all can thrive.

This movement is about prioritising people, place, collaboration, and inclusion. It’s
aimed at creating broadly held wealth in the economy, as the necessary foundation
of economic democracy. Rather than focusing solely on social safety nets and
regulation — both of which remain necessary — the emerging movement adds a vital
focus on assets. It’s about building on locally rooted assets of many kinds, including
networks and relationships and community strengths, as a means of generating
wealth that is locally rooted and broadly shared. We call this transformative
approach to economic development ‘community wealth building’.

To describe it in the simplest terms, community wealth building is a systems
approach to economic development that creates an inclusive, sustainable economy
built on locally rooted, broadly held ownership. To give it more tangible form it may
be helpful to tell a few of the stories of the growing community wealth movement.

Si Se Puede! is a worker-owned cleaning co-operative, launched by the non-profit
Centre for Family Life, a programme of SCO Family of Services in New York City.
The centre has taken up the co-operative model as a way to create good jobs, after
twenty years of traditional approaches to creating job readiness. Since launching Si
Se Puede! in 2000, the centre has created other worker co-operatives performing
handiwork, childcare, and painting. To build on these successes, the centre joined a
coalition, led by the Federation of Protestant Welfare Agencies that worked with city
council leaders in a campaign that resulted in New York City allocating $3 million
over two years to develop worker co-operatives. A new law also requires the city’s
economic development arm to track the level of municipal contracts awarded to
co-operatives. These moves are part of New York Mayor Bill de Blasio’s quest to
address economic inequality, which he has identified as the most important issue of
our time.s Because of these efforts, Cristina, an immigrant from Mexico and a single
mother, who for years struggled to make ends meet house-cleaning, can do jobs in
three to five hours and make the same amount she used to make working twelve
hours. Cristina, now a worker-owner at Si Se Puede!, has seen her wages jump from
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around $7 to $20 an hour while also permitting a more flexible schedule that allows
her to spend more time with her family.

Community wealth building efforts in Boston, Massachusetts have yielded similar
results. It began when the non-profit Dudley Street Neighbourhood Initiative
(DSNI) organized a ‘Don’t Dump on Us’ campaign to get Bostonians to stop
dumping rubbish in their low-income neighbourhood. With this community power
base, DSNI was able to persuade the city to adopt the community’s plan for revital-
ising the area, and to grant DSNI the power of eminent domain (a powerful form of
compulsory purchase order). This enabled the non-profit to consolidate vacant land
into a community land trust, whereby the community now owns the land and
residents own affordable houses developed by the organisation.®

Community wealth building took a slightly different shape on the West Coast, in
Portland, Oregon. Leaders in the Portland Development Commission (PDC) began
to recognize how they themselves had contributed to a bifurcated community, in
which some enjoyed prosperity while others fell victim to rising inequality and
widespread economic hardship, much of it built on racial disparities. The city
launched a Neighbourhood Prosperity Initiative, focused on six districts with high
concentrations of people of colour and high poverty. In each district, community
members worked with neighbourhood non-profits to create a vision for improving
their local commercial areas, with the aim of fostering economic opportunity and
neighbourhood vitality. Each district was given $1 million over ten years by the PDC
to bring these visions to fruition. While the sums are relatively small, the initiative is
an important pilot in what Kimberly Branam, Deputy Director of the PDC, called
‘community-led development’. ‘They literally are making the decisions on how to
spend the funds’, she said. The city is modelling an approach to development that is
both inclusive in its aims and participatory in its methods.

Stories like these are just a few among many currently playing out across the United
States. These stories matter, because they tell us that — in the interstices of the
system and in the face of the economic challenges visited upon so many American
communities — promising alternatives are emerging in the tools and approaches of
community wealth building. They tell us that across the country, in more places
than many would imagine, a new kind of economy is beginning to appear. It’s an
economy that, because of its fundamental design, tends naturally to create inclusion
and prosperity for the many, not simply for the few. This work is only beginning to
be widely recognized as a cohesive approach. Yet, as we describe below and in our
2015 report Cities Building Community Wealth, community wealth building is in fact
a coherent, systemic approach to economic development — one that embodies a
powerful set of common drivers, and offers a broad set of powerful strategies. In
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what follows we delineate some of the important aspects of this powerful alternative
to development-as-usual.

Defining the new approach

Language is a potent force. Recent decades have seen a series of new phrases spark
and catch fire — ‘impact investing’, ‘microfinance’, ‘green building’ — that have
helped entire communities and constituencies define their work in shared terms.
Common language builds a sense of unity. In 2005, we at The Democracy
Collaborative coined the phrase ‘community wealth building’ to describe a range of
strategies that share important basic principles. As our colleague Steve Dubb wrote
in Building Wealth: A New Asset-Based Approach to Solving Social and Economic
Problems, these strategies ‘change the nature of asset and wealth ownership’, anchor
jobs in community, and ‘make communities more stable and economically viable’.”

At that time, a decade ago, the phrase ‘community wealth building’ was so uncom-
mon it almost invariably appeared within quotation marks. Today, a Google search
identifies more than 140,000 entries using the term — with many, many groups in
some way self-identifying as building community wealth. The number grows daily.

Last year in Richmond, Virginia — the capital of the Old Confederacy, and a city long
divided by race and poverty — Mayor Rev. Dwight C. Jones established the nation’s first
City Office of Community Wealth Building (headed by sometime Renewal contributor
Thad Williamson). Meanwhile, the Denver Foundation hosted Community Wealth
Building conferences in 2013 and 2014, which have spawned the Community Wealth
Building Network of Metro Denver. In Washington, D.C., a funders collaborative
created a Community Wealth Building Initiative to explore the creation of work-
er-owned companies. In Jacksonville, Florida, former Mayor Alvin Brown convened a
Community Wealth Building Roundtable to explore approaches to tackling poverty.

The term has crossed the Atlantic and is now beginning to appear in the United
Kingdom. In Preston, Lancashire, the City Council launched a co-operative develop-
ment program in 2011, naming it the Preston Community Wealth Building
Initiative. This effort aims to increase local purchasing by anchor institutions to
support the formation of locally-rooted co-operative enterprises.?

Broadly speaking, then, building community wealth is an umbrella term for
economic development activities aimed at inclusive prosperity. A key focus is
community, which connotes both a geographic place and a sense of connectedness. It
signifies something profoundly different from an economy indifferent to people and
place.
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A second element of the term is wealth. Who owns wealth, who controls it, who
benefits from it — these issues are core to every economy. When wealth is rooted in
community, held locally and inclusively, the foundation of a truly democratic
economy is laid. It is an economy that, in its normal functioning, tends to benefit all
community members. Building this kind of economy is what economic development
in a democracy should naturally be about.

As a great wave of hopeful activity rises, that activity requires a unifying name. We
have therefore suggested that this activity is all about building community wealth. The
movement is not yet unified in its embrace of this language. We live instead with a
‘proliferation of different terms today’, as Emily Kawano of the U.S. Solidarity
Economy Network told us. There’s the solidarity economy, the new economy, the
caring or sharing economy, and words like green or local. ‘How do you navigate all
that?’ she asks, and it remains an issue.

Community wealth building does not attempt to answer all the questions of termin-
ology. What it does offer is precision in one area, which is economic development.
What community wealth building signifies is this: a systems approach to inclusive,
community-based economic development, based on local and broad-based ownership.

We offer the following as a fuller definition:

Community wealth building is a systems approach to economic development
that creates an inclusive, sustainable economy built on locally rooted and
broadly held ownership. This framework for development calls for developing
place-based assets of many kinds, working collaboratively, tapping large
sources of demand, and fostering economic institutions and ecosystems of
support for enterprises rooted in community. The aim is to create a new
system that enables inclusive enterprises and communities to thrive and helps
families increase economic security.

In dozens of interviews, we found a surprisingly widely shared understanding of
community wealth, as well as a generally positive view of the phrase. ‘People like the
sound of asset-building’, Emily Kawano said. “The most important thing about it is
the stickiness of wealth and capital’, said Victor Rubin, Vice President for Research
at the research and advocacy organisation PolicyLink. He added that it ‘has to be
about more than income; it has to be about assets and wealth’. Tracey Nichols,
Director of Economic Development for the City of Cleveland, observed that the
language of community wealth building ‘helps business realize that until we have
everyone working, then we’re not a robust economy’. Lew Daly, Director of Policy
and Research at the think tank Demos, told us, ‘I prefer the term community wealth
building to localism’. If we're ever to achieve the aim of shared prosperity on a broad
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scale, he added, we must recognize that democratic control is at the heart of it:
‘Without democratic control of the economy, we don’t have democracy’.

When Mayor Jones in Richmond established the Office of Community Wealth
Building, a city newsletter explained how his administration understood the term.
It’s ‘intended to show we are taking a positive approach’, they wrote, ‘building on
assets, resources, and potential already present’. The term ‘community’ indicates
that ‘we care not just about a few but about everyone’. ‘Building wealth’ is what ‘will
allow families and households to escape poverty not just for a few months or years
but in a lasting way’. There’s more to wealth than money, they added in a published
newsletter. ‘We are concerned with the development of all forms of capital in a
community’ — physical, human, social, and more.

Seven drivers that build community wealth

More than a label, community wealth building is also a framework. It has multiple
drivers that work together to create a system that delivers the sought-after outcome:
an inclusive, sustainable community economy where all can prosper — particularly
those who are normally excluded. This system can be defined as having seven key
drivers: place, ownership, multipliers, collaboration, inclusion, workforce, and system.

1. Place

Community wealth building develops under-utilised local assets of many kinds, to create
maximum benefit for local citizens.

Community wealth building begins with loyalty to geographic place. If globalisation
is the hallmark of today’s dominant economy, re-localisation is the hallmark of the
alternative. Globalisation works well for capital, which can move across borders with
a computer keystroke. But the real economy of jobs and families and the land always
lives somewhere real. The real economy is place-based. And a real place is more than
a free market of footloose players, where firms are simply objects that can be moved
anywhere. Cities and towns are places that people care about passionately, and
where working collaboratively for the common good instinctively makes sense.
Local communities are where building a new economy naturally begins.

For disadvantaged populations, place can literally be a matter of life and death. In
the Glenville neighbourhood of Cleveland, Ohio, for example, where the population
is largely African-American, the average life expectancy for a male is sixty-four years.
Just eight miles east, in the white suburb of Lyndhurst, average male life expectancy
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is eighty-eight years, a difference of almost a quarter century. Embracing place
means including the whole community — not simply the affluent sections.

In contrast to the traditional economic development paradigm based on luring
companies from elsewhere using public subsidies, building community wealth is
about developing already existing under-utilised local assets of many kinds — social
networks, the built environment, cultural riches, local ecology, place-based anchor
institutions — and doing so in a way that the wealth stays local and is broadly shared.

Developing assets is different from delivering social services. It’s a shift from
reducing poverty to building wealth. When families possess assets — skills, social
networks, a home, savings, an ownership stake in a business — they are better able
to withstand shocks like unemployment or illness. They can plan for their future,
send a child to university, and feel secure in retirement. A job may start or stop.
Assets yield greater stability and security. As Boston’s Chief of Economic
Development John Barros told us, ‘It takes a job to get out of poverty, but it takes
assets to keep you out of poverty’.

What's true for families is also true for communities. Jobs may be drawn into a
community but then leave without warning. ‘There’s nothing worse than a company
that you‘ve worked with for ten years just leaving because the incentives wore off’,
said Tracey Nichols of the city of Cleveland. ‘But having the community own the
enterprise, it will always be there’.

2. Ownership

Community wealth building promotes local, broad-based ownership as the foundation of a
thriving, resilient local economy.

Having the community own the enterprise: this is another vital element of com-
munity wealth building. As Ed Whitfield, Co-Managing Director of the Greensboro,
North Carolina-based Fund for Democratic Communities, told us that ‘the essential
tool is transferring ownership, so the benefit of the surplus stays in the community’.
Ownership of assets is the foundation of every economy, for it determines who has
control and who receives the lion’s share of benefits. In the words of Justin
Huenemann, Executive Director of the Notah Begay III (NB3) Foundation, a focus is
needed on ‘the democratisation of ownership’. The goal is to create an economy
where wealth is broadly held and locally rooted over the long term, so income
recirculates locally, creating stable prosperity.

Community wealth building deploys a whole spectrum of inclusive ownership
models. In the non-inclusive parts of the economy we see absentee-owned firms.
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Corporations with shares trading on public stock markets are inherently absent-
ee-owned. Inclusiveness has more of a chance with locally owned firms. When
money is spent at locally owned firms, studies show that revenue recirculates locally
at least three times as much. Local ownership is vital. But local ownership by a few
wealthy families only gets us part of the way towards broad prosperity. More inclus-
ive are firms owned by women and people of colour, who have traditionally been
excluded from asset ownership. Still another consideration is a longer time horizon
for investment and other company decisions. When local owners retire or sell, how
do those firms stay local?

Social enterprises are likely rooted in community over the long term, for they have a
primary mission of providing social benefit, and many are owned by non-profits and
unlikely to be sold. Some social enterprises aim to create jobs for the hard to
employ, like Pioneer Human Services in Seattle, which runs enterprises providing
job training for those with criminal histories.

Also inclusive are firms with employee stock ownership plans (ESOPs) — a form of
ownership in which shares are held in trust for employees; in the United States, the
ESOP legal framework allows founders to exit their ownership by selling their
company to employees, who are more likely to remain loyal to place over the long
term. Sellers enjoy substantial tax benefits in the process. ESOPs are companies in
which ownership is broadly distributed among employees, who own shares of a
pension plan that, in turn, owns part or all of the company. ESOPs have been shown
to create greater income and wealth for employees, as well as greater productivity
and effectiveness for enterprises. Employee ownership also offers greater job
satisfaction and protection against layoffs.?

Still more inclusive are co-operatives, an ownership model found all around the
world, in which all members have one share and one vote. Particularly valuable for
job creation are worker-owned co-operatives, in which workers control the company
and elect the board. When employees not only have a job but an ownership stake,
they enjoy greater control over their economic fate. Co-operatives are often thought
of as small, but they can be quite large. Cooperative Home Care Associates in the
Bronx in New York — America’s largest worker-owned co-operative — employs 2,300
people (ninety per cent of whom are women of colour) and generates more than
$60 million in annual revenue.™

Municipally-owned utilities are enterprises literally owned by the entire community.
Close to ninety per cent of all water systems in the United States are owned by
municipalities and non-profits. Among U.S. electricity providers, sixty-one per cent
are government owned.” Again, these can be quite large; the Los Angeles city-owned
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power utility, for example, in 2013 had revenues of $3.2 billion. Each year, it trans-
fers about seven per cent of its electric gross revenues ($261 million in FY
2014-2015) and five per cent of its water gross revenues to the city’s General Fund,
helping finance city operations and support public sector jobs. In recent years,
more U.S. communities have become interested in forming their own public
utilities, because of benefits such as lower rates, commitment to the local com-
munity, greater accountability, and more responsiveness to local decision-making.

3. Multipliers

Community wealth building encourages institutional buy-local strategies, by cities and
anchor institutions, to keep money circulating locally.

While ownership shapes the skeleton of enterprise, demand is its lifeblood.
Community wealth building asks: where is the large-scale demand that can drive the
growth of local, inclusive enterprise? What kind of demand cares about place?

A critical force generating momentum for local enterprises is the purchasing
power of anchor institutions, like non-profit and public hospitals and universities,
which are rooted locally and have missions of service. Other types of anchor institu-
tions include museums, community foundations, and local government. When
anchors deploy their economic power to strengthen local enterprises, especially
inclusive enterprises, they are engaging in what The Democracy Collaborative has
termed an ‘anchor mission’. An anchor mission consciously links the well-being of
an institution and its community. Support for an anchor mission has grown over
the last decade among non-profit hospitals and universities, which in the United
States together represent well over $1 trillion in economic activity, about six per
cent of GDP.B

The procurement, hiring, and investment practices of anchor institutions represent
a potentially enormous source of economic development support, which cities like
Cleveland, Chicago, Baltimore, and New Orleans are beginning to tap. For instance,
when anchor procurement supports locally owned businesses, cities enjoy a power-
ful multiplier effect, keeping money circulating locally. Over the past decade, more
than two dozen studies have shown that local businesses generate two to four times
the multiplier benefit, compared to non-locally owned firms. As author Michael
Shuman observes, that means that every dollar shifted to a locally owned business
generates more income, more jobs, higher local tax revenues, and greater charitable
contributions.™
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4. Collaboration

Community wealth building brings many players to the table, creating community-based
collaboratives that include nonprofits, philanthropy, anchor institutions, cities, local
businesses, and local residents.

In traditional economic development, collaboration involves two traditional players
— city government and the private sector. Community wealth building is more
broadly collaborative — involving non-profits, philanthropy, anchor institutions,
community residents, local businesses, and workers.

‘What’s happening in New York City is fascinating, and I think it’s the way things
might happen in the future’, Melissa Hoover, Executive Director of the Democracy
at Work Institute, told us. “What it looks like from the outside is that the City
authorised $1.2 million for co-operative development [for 2015, increased to $2.1
million for 2016]. What really happened is that grassroots organisations had been
working toward this for a long time’. The city’s allocation was encouraged by these
non-profits, and the funds went to support their work. The process, in short, was
highly collaborative.

Among U.S. cities taking seriously the power of collaboration is Philadelphia. When
the mayor in 2013 created a new anti-poverty office, the Office of Community
Empowerment and Opportunity (CEO), the initiative embraced the philosophy of
‘collective impact’, according to CEO Executive Director Eva Gladstein. In creating
and implementing its action plan, CEO involved close to 200 stakeholders in
meetings, focus groups, and interviews.

5. Inclusion

Community wealth building deliberately aims to create inclusive, living wage jobs that
help families from all walks of life enjoy economic security.

Inclusion lies at the heart of community wealth building, adding a driver lacking in
much traditional economic development. Economic inclusion is the opening up of
economic opportunities to previously underserved social groups. It requires creating
targets and indicators — as well as participatory processes — to ensure that disadvant-
aged individuals and communities can participate in a meaningful way in the
economy.

Consider the seeming success of the innovation economy in Pittsburgh, a former
rustbelt city which in recent decades has enjoyed a resurgence in sectors of its
economy such as health, education, and technology. The city now offers good
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white-collar jobs and cultural amenities. It’s seen as a ‘turnaround city’, William
Generett, CEO of Urban Innovationz2i, told us. ‘But it’s been a very uneven trans-
formation’. The poverty rate among working-age African-Americans remains the
highest among the nation’s forty largest metropolitan areas. ‘This population has
not connected to the new economic drivers’, he said.

To spread the wealth of the technology sector to disadvantaged communities, in
2007 Generett created Urban Innovation21, a consortium of twenty businesses,
non-profits, and governmental organisations, using business incentives, grants,
internships, and training programs to create inclusive opportunity. It’s the kind of
experiment in inclusion that deserves emulation.

Urban Innovation21 has worked with unions and others to launch an employ-
ee-owned commercial laundry, still in development. It’s a wealth-building strategy
that takes inclusion into the realm of asset ownership. As Generett said, it goes
‘beyond the traditional activities that have been used in low- and moderate-income
communities’, such as low-income housing and social services.

Inclusion is both a moral and an economic imperative. Research shows that areas
extending greater economic opportunity to people of colour enjoy longer periods of
growth and shorter downturns. Inclusion is particularly powerful when combined
with anchor strategies.”

6. Workforce

Community wealth building links training to employment and focuses on jobs for those
with barriers to employment.

If worker ownership is a key long-term goal of community wealth building, work-
force participation is often a more immediate step towards prosperity. Economic
development professionals serving an entire city do not have the luxury of focusing
solely on ideal models. They face the tough job of helping those with barriers to
employment find good work, and helping low-income workers move up.

Bringing a community wealth frame to workforce development means two things.
First, adding a systems approach means linking training to the needs of employers
and anchor institutions, and creating support services. Second, it means being
intentionally inclusive — deliberately reaching out to communities of colour and
those facing employment barriers.

A good example is University Hospitals (UH) in Cleveland, which developed the
Step Up to UH program to create a pipeline for hiring residents of neighbouring
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low-income African-American communities. The program includes training and
wrap-around support services on the job to ensure long-term success.

A different systems approach to workforce development deploys anchor support for
social enterprise. For example, the non-profit Momentum in Minneapolis,
Minnesota, operates three social enterprise businesses that provide transitional
employment and job training for those facing barriers to employment, such as
felony convictions or substance abuse history. One enterprise is Second Chance
Recycling, which has contractual arrangements with Hennepin County and the city
of Minneapolis to divert recyclables from the waste stream, including more than
40,000 mattresses annually.

7. System

Community wealth building develops new institutions and supportive ecosystems, aimed at
creating a ‘new normal’ of political-economic activity.

Beyond time-limited programs, the aim of community wealth building is creating a
new political-economic system. It does this by building institutions that stand over
the long term, creating an ecosystem of support for a thriving local economy. This
includes examples like New York City funding the ecosystem supporting co-operat-
ive development; Richmond creating a new Office of Community Wealth Building
in city government; Cleveland launching a network of worker-owned companies; or
North Dakota creating the state-owned Bank of North Dakota (BND). With the
support of BND, locally-owned banks of small and medium size have been able to
extend their lending capacity; eight-three per cent of all deposits in the state,
compared to twenty-nine per cent nationwide, are managed by community banks.
Community banks, in turn, support local business — lending four times as much to
small business as the national average, over the last decade.®

These institutions are designed to support communities, not to extract profits from
them. They show how — from enterprise ownership up to the banking system — we
can design intentionally for the outcomes we desire.

A powerful alternative to development-as-usual
These drivers of building community wealth are elements of an emerging new
framework for inclusive economic development. It’s a framework that offers a

powerful contrast to the traditional practices that are failing so many communities.
While a promising number of economic development professionals are taking up
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elements of this new framework, traditional approaches still predominate, and are in
fact resurgent in many communities. Those traditional approaches rely on a set of
drivers that work — mostly unconsciously — toward a very different set of outcomes.

Traditional economic development is too often captured by the demands of major
corporations and site development consultants. The ‘place’ that drives such players
is in reality no place at all, for these players embody a worldview of a generic,
commodified economy, where firms are objects to be lured from place to place by
the $80 billion in incentives given annually by U.S. cities, states, and counties. The
‘system’ that is supported in this way is one of wealth inequality, where most assets
are owned by the few. The ‘ownership’ driver is absentee ownership, with most
incentives flowing to corporations owned outside the community. ‘Inclusion’ is also
lacking, with benefits flowing to a financial elite — since ownership of publicly
traded firms is overwhelmingly concentrated among the wealthiest 10 per cent.
Inadvertently, but pervasively, economic development incentives tend to neglect
local firms, which can too often be driven out of business by ‘big box’ retailers and
multinationals. Thus traditional approaches operate the ‘multiplier effect’ in reverse:
taxes are extracted from local firms and citizens and given to corporations whose
ownership is not local, even as local schools and parks suffer cuts in funding.
Missing throughout is the driver of ‘collaboration’, with little transparency or
democratic public input into development decisions.

In its ‘workforce’ drivers, traditional economic development focuses on counting the
number of jobs created, but too rarely tallies whether these are living wage jobs, or
whether they are available to those facing barriers to employment. Traditional
approaches also fail to subtract from their tallies the jobs destroyed when Main
Street retailers quietly close their doors — or when firms outsource manufacturing
and other work abroad, or move operations out of the community.

The mindset missing in traditional approaches is commitment to place, and a
recognition that economic entities can be designed to benefit community.
Community wealth building begins with a devotion to place, and with a respect for
all those who live in a place. It keeps money circulating locally by developing local
assets and keeping ownership locally rooted, and, ideally, broadly held. The aim isn’t
just jobs but good jobs, and where possible an ownership stake — especially for those
facing barriers to employment, but also for all Americans in need of good jobs.

Community wealth building is a systems approach, with various drivers working
together. Locally owned enterprises are linked to large-scale demand through anchor
procurement. Institutions like loan funds and accelerators, as well as new positions
and departments in city government, help to support locally and inclusively owned
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firms. Worker and employer needs are matched. In these various drivers and
strategies — linked training, anchor demand, support institutions — the emphasis is
on creating a system to support a locally rooted economy. The aim is creating the
institutions that lead to a new normal of political-economic activity, a new system.

Two approaches to economic development

Drivers Community wealth building Traditional approach
Place Leverages many kinds of assets Aims to attract and retain firms using
rooted in community, for incentives, which increases the tax

maximum benefit of local citizens. | burden on local citizens.

Ownership Promotes local, broad-based Supports absentee and elite owner-
ownership as the foundation of a | ship, often harming locally owned
thriving, resilient local economy. | family firms.

Multipliers Encourages institutional buy-local | Less attention to whether money is
strategies to keep money circu- leaking out of community — and an
lating locally. underlying model that encourages

such leakages.

Collaboration | Brings many players to the table, | Decision-making led primarily by

including non-profits, philan- government and private sector,
thropy, anchors, cities. excluding local citizens.

Inclusion Aims to create inclusive, living Key metric is number of jobs created,
wage jobs that help families from | with little regard for wages or who is
all walks of life enjoy economic hired.
security.

Workforce Links training to employment and | Generalised training programs without
focuses on jobs for those with attention to linkages to actual jobs.

barriers to employment.

System Develops new institutions and Unable to resist pressure to support
support ecosystems, to create a status quo of wealth inequality.
new normal of political-economic
activity.

Seeds of a new community-based economy

The emergence and growth of community wealth building may signal the begin-
ning of a new progressive movement, growing at the local level. This new
movement finds its impetus in widespread concern about wealth inequality, which
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is driving the emergence of a new class of forward-thinking mayors and economic
development directors in US cities like New York, Seattle, Boston, Cleveland,
Richmond, and elsewhere. This movement is also being driven by a widening set of
community-based players.

Traditional economic development in the United States has tended to involve two
players, the city and the business community, in an arrangement where the city has
often been the subordinate partner, subject to the demands of business. Cities
themselves have unthinkingly contributed to their own disempowerment in their
focus on the job count’, which puts business in the lead, even when the jobs
created are of low quality. This balance of power begins to shift, however, when
others come to the table demanding accountability, good jobs, and community
benefits. The potentially momentous advance of community wealth building is that
it brings this ‘third player’ — the combined, collaborative force of anchor institu-
tions, citizen groups, philanthropy, non-profits, and locally owned businesses — to
the table. Much of this work began by pushing back against big business, yet today
these players are focusing forward, proactively shaping the direction of local
economic development.

There is no guaranteed road map to a more inclusive city with a more sustainable
economy. No community, in its entirety, is quite there yet. The tools of community
wealth building are not yet sufficient to get us there. They struggle with major
challenges and limitations. Yet significant new avenues to advance are also opening.
We believe that we are at a moment of historic opportunity. Building community
wealth could begin to create a profoundly different kind of economy, one that is both
inclusive and sustainable. Yet the opportunity of the present time could also be lost.
History might veer in far more troubling directions. Ours is a fragile moment.

At this threshold moment, it is critically important that this new paradigm of
economic development is broadly recognized and understood. For only when we
name it and see it clearly can we take steps to make community wealth building the
dominant paradigm of economic development. Given the magnitude of the crises
our global society now faces, it is imperative that the growing movement for a new
economy comes together as never before. It is in cities — in tangible, real communit-
ies — where we can begin in earnest to build the kind of economy we need, one
designed to enable all people to flourish. For all those in search of a ‘new econom-
ics” — whether in the UK or elsewhere — community wealth building offers the best
glimpse yet of the kind of future world in which we might actually want to live.

Marjorie Kelly is Executive Vice President of The Democracy Collaborative and
the author of The Divine Right of Capital (2001) and Owning Our Future (2012).
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Sarah McKinley is Manager of Community Development Programs at The
Democracy Collaborative. Violeta Duncan is Associate for Community Wealth
Building Research and Strategy at The Democracy Collaborative.

Notes

1. This article draws upon the recent report, Cities Building Community Wealth, published
by The Democracy Collaborative in November 2015 and available at: http://
democracycollaborative.org/cities. For more information on community wealth building
developments in the United States see http://community-wealth.org.

2. Paul Jargowsky, ‘The Architecture of Segregation’, The Century Foundation, August 9,
2015, ppI-3. Justin Hofherr, ‘New Report Shows Over 40% of U.S. workers are
‘contingent’ employees’, 27.5.2015, Boston.com, https://www.boston.com/jobs/jobs-
news/2015/05/27/new-report-shows-over-40-of-us-workers-are-contingent-employees

3. The Stanford Center on Poverty & Inequality, The Poverty and Inequality Report 2014, Palo,
Alto: The Stanford Center on Poverty & Inequality, 2014. Bureau of Labor Statistics,
‘Economic News Release: Employment Situation Summary’, 3.4.2016, http://www.bls.
gov/news.release/empsit.nro.htm. National Employment Law Project, “The Low-Wage
Recovery and Growing Inequality Data Brief’, National Employment Law Project,
November 2012, http://nelp.org/content/uploads/2015/03/LowWageRecovery2o12.pdf

4. Matt Bruenig, ‘White High School Dropouts Have More Wealth Than Black And
Hispanic College Graduates’, Demos, 2015.

5. ‘New York City continues to pioneer innovative economic development strategies,
committing another $2.1 million to worker cooperative development’, http://institute.
usworker.coop/news /new-york-city-continues-pioneer-innovative-economic-
development-strategies-committing-another?mc_cid=4414158 g1a&mc_eid=79acg9abce,
Democracy at Work Institute, 26.6.20r15, http://www.geo.coop/node/636; http:/ /www.
usworker.coop/news/new-york-city-invests-worker-cooperatives-o

6. Keane Bhatt, ‘Empowering Communities: Educational Tools for Building Community
Wealth’, Takoma Park, MD: The Democracy Collaborative, 2015. ‘Mayor Walsh
Announces the Neighborhood Innovation District Committee’, 26.9.2014, City of
Boston, http://www.cityofboston.gov/news/Default.aspx?id=14817

7. Steve Dubb, Building Wealth: The New Asset-Based Approach to Solving Social and Economic
Problems, The Aspen Institute, Washington DC 2005, pV.

8. For more on the Preston Community Wealth Building initiative, see the interview with
Matthew Brown in this issue of Renewal.

9. Employee ownership ‘is associated with greater participation in decision-making, higher
pay, more job security, more job satisfaction, and better management labour practices’.
These relationships are stronger when employee ownership ‘is combined with employee
involvement and decision-making and with other advanced personnel and labour
policies’. ESOPs are ‘associated with improvements to performance, but only when these
plans are combined with employee involvement in job-level decision making.” Edward

67



RENEWAL vol 24 No. 2

IO.

II.

I2.

13.

14.

15.

15.

Carberry, ed., Employee Ownership and Shared Capitalism: New Directions in Research,
Champaign, IL: Labour and Employment Relations Association, 2011, pp9-10.

Laura Flanders, ‘How America’s Largest Worker-Owned Co-op Lifts People Out of
Poverty’, Yes! magazine, 14.8.2014.

“U.S. Electric Utility Industry Statistics’, American Public Power Association, http://
www.publicpower.org/files/PDFs/USElectricUtilityIndustryStatistics.pdf, accessed
15.9.20T5.

‘Fiscal Year (FY) 2014-2015 Los Angeles Department of Water and Power Budget
Transmittal’, City of Los Angeles, April 23, 2014, http://clkrep lacity.org/
onlinedocs/2014/14-0600_rpt_dwp_4-23-2014.pdf. Arup North American Lmtd, City of
Los Angeles Draft Environmental Impact Report: Cornfield Arroyo Seco Specific Plan and
Redevelopment Plan Chapter 15 Utilities, Los Angeles, CA: City of Los Angeles, September
2011, http://planning lacity.org/eir/CornfieldArroyo/DEIR/Volume%201/Chis_
CASP%20DEIR%20Utilities.pdf.

Ted Howard, ‘Fostering the Power of Universities and Hospitals for Community
Change’, TalkPoverty.org, 10.11.2014. Rita Axelroth Hodges and Steve Dubb, The Road
Half Traveled: University Engagement at a Crossroads, East Lansing, MI: Michigan State
University Press, 2012.

Michael Shuman, ‘Growing the North Country Economy From the Inside Out’, citing
Shuman, Local Dollars, Local Sense (White River Junction, VT: Chelsea Green, 2012),
pp-17-25. www.michaelshuman.com.

Sarah Treuhaft, Angela Glover Blackwell and Manuel Pastor, ‘America’s tomorrow:
Equity is the superior growth model’, Oakland, C.A.: Policy Link, 2012.

‘Bank of North Dakota’, Institute for Local Self-Reliance, 5.5.2011, http://ilsr.org/rule/
bank-of-north-dakota-2/. ‘Benefits for Cities and Municipalities of a Public Bank: Key
Questions and Answers for Elected Officials and Policy Makers, Treasury Staff, Bankers,
Taxpayers and Voters’, Hub Public Banking, January 2015, www.HubPublicBanking.org

68




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)
    /HUN <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice




