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Coping with Economic Meltdown
by Gwendolyn Hallsmith

You are sitting in a public hear-
ing about the zoning changes
you have been preparing for the 
past year, fighting a sense of despair and
futility. More projects have been aban-
doned than have been started. Money is
tight – at least one of the cancelled pro-
jects lost its financing at the last minute.
More than ever, it feels as if the title
“Planning Commissioner” doesn’t reflect
your role – shouldn’t planners be able to
offer a path forward, even through dark
times? 

The local economic development
authority has been working as hard as
they can to attract new businesses. They
spend money, even in the downturn, on
trips to distant places to try and find the
next big new enterprise to bring to town.
They often return empty-handed. The
economy elsewhere suffers the same
sluggishness as here at home they say.
Maybe when things pick up they’ll have
better luck.

Is this search for external investment
the best strategy for strengthening the
local economy? Consider this: 

1. The vast majority of new jobs are
created by small and medium sized
firms, not large employers.1

2. New markets, jobs, capital, tech-
nology, and economic expansion are gen-
erated when cities start to produce goods
and services that were previously provid-
ed by distant exporters.

3. Start-up, innovative, entrepreneur-
ial enterprises are on the increase in the
21st Century, while the large manufac-
turers that dominated the economies of
the 19th and 20th Centuries are declin-
ing.

4. Local long-term wealth creation
and economic security are dependent on
local ownership of productive capacity;
simply receiving wages for employment
while the profits are exported to distant
corporate centers robs the local economy

of the capital it needs to succeed.
5. An over-reliance on export-led

development can undermine the long-
term economic health of a community.
More attention needs to be paid to local
needs and markets. Similarly, communi-
ties that develop local exchange systems
and reduce reliance on the national cur-
rency will also enhance long-term local
wealth creation.

6. Companies that are locally owned
are much more sensitive to community
needs and environmental conditions,
and can lessen a city or town’s vulnerabil-
ity to job losses when economic down-
turns occur. 

If the solution to your economic
problems can be solved through local
action, then perhaps there is more of a
role for planning commissioners than
you have been taking. If the traditional
strategy of attracting direct investment
from outside the community leads to a
dead end, mobilizing local resources for
local economic renewal will test the abil-
ity of local leaders to create conditions
where new local enterprises can take root
and succeed. It requires tenacity, flexibil-
ity, open-mindedness, and a willingness
to take risks and try new things. It also
requires understanding some basic
points about economics.

How do you build real wealth? How
does the local economic system work?
Are there policies and practices you can
introduce as a leader that will either fos-
ter wealth creation or block it? The term
“economic system” is used so frequently
that we often lose sight of its meaning.

Systems have certain characteristics, and
by understanding more about how they
work we gain valuable insights into how
to improve our local economy. 

All local economies run on four main
sources of energy – money, water, food,
and energy itself – oil, gas, solar, wind,
etc. If you consider the health of your
local economy, you need to regularly take
the vital signs of these critical flows. 

• Do you take steps to prevent money
from flowing out of your local economy? 

• Do you have enough water for all
your needs, or do you need to import it
from other regions? 

•Do you produce enough food and
energy for people and the economy, or
does most of what you consume come
from distant places? 

One way to start to build real local
wealth is to understand all the outflows,
and to try and start producing locally
whatever you are buying from other
places. Gathering the data, identifying
the most promising strategies and alter-
natives, setting priorities, all of these
activities are exactly what planning com-
missioners do best. ! 

Gwendolyn Hallsmith is
Director of Planning & Com-
munity Development for the
City of Montpelier, Vermont.
In our Summer issue, Hall-
smith will continue with a
look at steps communities
can take to put together a
local economic development plan.

1 The first study that documented this fact was David
Birch’s The Job Generation Process (M.I.T. Program on
Neighborhood and Regional Change, 1979). This was
followed by “Tracking Job Growth in Private Indus-
try,” by Richard Greene of the Bureau of Labor Statis-
tics, published in the September 1982 Monthly Labor
Review (available online at: www.bls.gov/
opub/mlr/1982/09/art1exc.htm). For readers interest-
ed in learning more about the importance of local
economies, please take a look at Jane Jacobs’ land-
mark book, Cities and the Wealth of Nations.

COMPANIES THAT ARE
LOCALLY OWNED ARE

MUCH MORE SENSITIVE
TO COMMUNITY NEEDS
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Getting Started on a Local Economic Plan
by Gwendolyn Hallsmith

If you’re like most communi-
ties across the country, develop-
ment pressures have not been the 
top concern of the local planning commis-
sion for the past year or two. While zoning
revisions and other land use changes are
moving forward, it’s hard to escape a feel-
ing of helplessness in the face of job loss-
es, plant closings, and investment failures. 

What role can a planning commission
play in jump-starting the local economy?
There has to be more to it than simply
identifying land for industrial parks that
never materialize. 

Half the battle is recognizing that col-
lective action is possible. We are not help-
less in the face of economic hard times –
there are proven strategies to put people
back to work, create new markets for local
products, and build new businesses.

Where to begin? If you’re a local plan-
ning commissioner, the first step is to ask
questions about the appropriate role for
the planning commission in economic
development planning. In Vermont, for
example, the state statute describing the
purpose and goals for planning commis-
sions directs them to “provide a strong
and diverse economy that provides satisfy-
ing and rewarding job opportunities and
that maintains high environmental stan-
dards, and to expand economic opportu-
nities in areas with high unemployment or
low per capita incomes.” 

Most states charge local planning com-
missions with the responsibility for com-
prehensive plans. Yet even with enabling
legislation, there are other entities with
responsibility in this area. Find out what
plans are already in place, and identify
where the gaps might be.

Any planning effort needs to involve
key sectors of the local economy, and gain
their support. Creating a list of the key
economic players is a good place to start.
Do you have a Chamber of Commerce? 
A Rotary Club? A local chapter of Busi-

nesses for Social Responsibility or BALLE
(Businesses Allied for Local Living
Economies)? 

Do you or any of the groups involved
have staff who might be able to provide
information and collect data to support
your planning efforts? A combination of
objective data and stakeholder interviews
provides a good foundation for the plan.

owned businesses and organizations gen-
erally keep the money they are making in
the local economy. This increases the mul-
tiplier effect – the amount of new econom-
ic activity that results from local spending.
Larger corporations that send their profits
out of town have a much lower local eco-
nomic impact.

3. What makes up your “critical need”
economy? Where does the food, water,
energy, and other important goods and
services – things people can’t live without
– come from? How much is produced
locally, and how much is imported?

4. What skills and characteristics does
your workforce have, and what are they
missing? Do you have pockets of unem-
ployment in certain sectors? What are the
needs of any under-resourced sectors of
the economy for training and develop-
ment? Do people have entrepreneurial
skills and the resources needed to start
new ventures?

The answers to these questions can
help identify potential stakeholders and
the critical sectors of the community that
need to be involved in an economic plan.
Whether you bring stakeholders together
on a permanent or temporary basis, you
should make it clear to them that they are
embarking on a project that will take a
minimum of eighteen months to two years
to complete.

Stay tuned, in the next issue we’ll dis-
cuss how to build the economic plan’s
foundation by creating an “asset map” of
the community. !

Gwendolyn Hallsmith is
Director of Planning &
Community Development
for the City of Montpelier,
Vermont, and was the
founder of Global Commu-
nity Initiatives, a non-prof-
it that supports municipal
sustainable development
initiatives.

ANY PLANNING EFFORT
NEEDS TO INVOLVE KEY
SECTORS OF THE LOCAL

ECONOMY, AND GAIN
THEIR SUPPORT.

"

"

All businesses and economic organiza-
tions are not created equal. Some bring
income and wealth into the local econo-
my, some recycle income that is already
there, and some siphon off income and
capital to other places. 

Businesses are not the only organiza-
tions to consider. Local nonprofit organi-
zations, schools, government, and people
who are working from their homes often
have a much larger role in the economy
than you might think. 

Some key questions to ask about the
organizations and businesses in your com-
munity are:

1. Does the economic entity sell products
or services to people outside the local com-
munity? In addition to the businesses that
export, this can include: local colleges;
public schools that charge tuition to stu-
dents from other towns; nonprofit organi-
zations receiving grant funding from state
and federal government; and popular local
restaurants or entertainment venues that
attract tourist dollars and people from
other areas.

2. Who owns the economic entity, and
where does the surplus or profit go? Locally-
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Assets that Build Your Local Economy
by Gwendolyn Hallsmith

Editor’s Note: this is the third of a series of related
articles by Gwendolyn Hallsmith. In her first arti-
cle, Hallsmith discussed the importance of focusing
on local economic development – with a stress on
the word “local.” In our Summer issue, she
explained how to get started in developing a local
economic plan.

When unemployment is high,
when young people coming out
of college can’t find jobs, when 
storefronts stand vacant on Main Street,
it can be hard to visualize assets that can
make the local economy prosperous
again. Yet despite all the problems you
may be facing, our current economic sit-
uation can be like the young girl, when
asked why she was shoveling a pile of
horse manure with such enthusiasm,
said: “There must be a pony in here
somewhere!”

Where do you start to inventory your
assets? The first step is to realize that
there are many different kinds of eco-
nomic assets. If you look at your com-
munity as a company, you might
categorize your assets as being a result of
different forms of capital. 

Natural Capital: Your natural capital
forms the basis for meeting critical com-
munity needs. It includes your water
supply and waste assimilation systems;
soils, forests, and natural areas; sources
of energy; the foods you eat and the air
you breathe; and so on.

Physical Capital: In addition to natur-
al capital, your community has physical
capital: housing; transportation and
communication systems; manufacturing
capacity; public buildings; water and
sewer lines; energy generation facilities;
commercial and industrial buildings; and
also cultural and historic assets.

Human Capital: All those college and
high school students who can’t find jobs
are a good example of underutilized
human capital. The people power your
community has – the ingenuity, creativi-

ty, entrepreneurial spirit, and real skills
locally available – are critically important
for your future prosperity. 

Social Capital: You can have highly
skilled people, but if they are isolated
and unable to work together to take col-
lective action, your social capital might
be quite low. Social capital allows people
to accomplish things together. It forms
the bonds of trust and mutual interests
that are so important for any enterprise –
or community – to thrive.

of your investment or bank accounts,
you start to get worried because you
know that over time, this will erode your
future capacity to produce more income,
or more assets.

The same principle applies to local
economic planning. You want your com-
munity’s capital to increase in value, you
don’t want to spend the principal to
make a quick buck. If you are extracting
water faster than it naturally recreates
itself, or polluting the water bodies, then
you’re spending your principal. If you let
topsoil and prime agricultural land dis-
appear, let your schools deteriorate,
forego investment in job training pro-
grams, and allow local institutions to
stagnate, you are spending your princi-
pal. 

The assets you inventory – natural,
physical, social, financial, and institu-
tional – will give you the foundation you
need to begin an economic development
plan. Although the list might seem
daunting, local and regional government
and other organizations collect informa-
tion on all these kinds of assets, so you
don’t need to reinvent the wheel. Some of
these organizations should already be
members of the stakeholder group you’ve
pulled together to develop your local
economic plan (see my previous col-
umn). If they aren’t, meeting with them
should be a priority. 

Once you have an inventory of your
economic assets, the next step is to ana-
lyze the opportunities you have to use
them to create more local wealth and
prosperity. I’ll discuss
this in my next col-
umn. !

Gwendolyn Hallsmith is
Director of Planning &
Community Development
for the City of Montpelier,
Vermont.

THE PEOPLE POWER YOUR
COMMUNITY HAS – THE
INGENUITY, CREATIVITY,

ENTREPRENEURIAL SPIRIT,
AND REAL SKILLS LOCALLY

AVAILABLE – ARE
CRITICALLY IMPORTANT FOR
YOUR FUTURE PROSPERITY. 

Financial Capital: The investment
potential in a community is a function of
people’s savings; the banking capacity;
and the means used to exchange goods
and services. Insurance companies and
investment firms manage financial capi-
tal, as do local foundations and charities.

Institutional Capital: We don’t often
think of our institutions as a form of cap-
ital, but if you visit parts of the world
where there is a lot of corruption, you
can appreciate the benefit that local gov-
ernment, justice systems, organizations
and businesses, and other institutions
that work with integrity and within the
rule of law bring to a community. 

Why is wise management of your
community’s assets important? Think of
it this way. If you have a savings account
at the bank, you want the deposits you
make in the account to grow in value.
Once you start tapping into the principal 
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Finding Your Local Economy’s Hidden Treasure
by Gwendolyn Hallsmith

For the last three issues, this
column has explored the first
steps local planning commissioners
can take to start to address the economic
crisis so many communities are facing.
This has included the most important
step – recognizing that you can act to
improve your local economy. Once you
make the decision to take action, you
recruit the stakeholders who need to be
involved in the project. The last column
described how to identify and categorize
the assets you have.

After you have a clear pic-
ture of the assets in your com-
munity, you’ll need to find
ways your community can use
them to create new jobs and
opportunities. For example,
your asset inventory might
include historic and cultural
resources in a part of the city
you have always thought of as
the “wrong side of the tracks.”
Old buildings – factories, 18th
and 19th century housing,
landmarks, and unique cul-
tural enclaves – all offer possi-
bilities for redevelopment.

For example, in the Black-
stone Valley of Rhode Island, places like
Woonsocket, Central Falls, and Paw-
tucket were old mill towns that had lost
their major employers – the mills, blast
furnaces, and forges – when they moved
out of New England in the early part of
the 20th century. 

The Blackstone River, once known as
“the hardest working river in America”
because of its role in powering the indus-
trial growth of the region became a back-
water, with towns whose new claim to
fame was some of the highest levels of
unemployment in the country. The old,
crumbling mills were eyesores, the river
smelled like a cesspool, and the neigh-
borhoods grew more distressed as 

unemployment became the norm.
As suburbanization spread in the lat-

ter part of the 20th century, the Black-
stone Valley relics of the industrial age
seemed doomed for the wrecking ball.
Then, in 1986, people who were con-
cerned about the loss of these important
historic resources worked to get Con-
gress to create the Blackstone Valley
National Heritage Corridor, the second
of its type in the country. The corridor
included 46 miles of river, 20 towns, and 

and blight and recognized the hidden
treasure in the wreckage of the indus-
trial age.

The Blackstone River story also points
to another asset that is often overlooked
– the natural features which offer restora-
tion and rejuvenation possibilities. Strict
environmental controls and the intro-
duction of sewage treatment plants
required by the Clean Water Act turned
the river around. A cleaner river became
the front yard of the region, rather than

its sewer pipe.
Many cities have discovered

their hidden treasure in the
cultural enclaves that made up
some of their blighted neigh-
borhoods as the 20th century
came to an end. “Little Italys,”
once home to recent Italian
immigrants who came to the
U.S. and Canada in search of
factory jobs, are now home to
restaurants, shops, and unique
cultural festivals. The “China-
towns” in many cities also pro-
vide tourist and recreational
attractions, where the colorful
and decorative architectural
styles imported from the Far

East have created neighborhoods that
look like works of art.

These are just a few examples of how
visionary communities have recognized
the assets they have – even when they
look like liabilities – and have used them
to reshape and revitalize their local
economies. !

Gwendolyn Hallsmith is
Director of Planning & Com-
munity Development for the
City of Montpelier, Vermont.
Previously, she founded Glob-
al Community Initiatives, a
non-profit organization that
supports municipal sustain-
able development initiatives.
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The “Labor & Ethnic Festival” is held each year at the Slater Mill along the
Blackstone River in Pawtucket, Rhode Island.

two states (Rhode Island and Massa-
chusetts). With stricter environmental
controls, the cleaned-up river drove the
new phase of tourist and cultural de-
velopment as riverboat tours, parks, 
new museums made from the old mills,
and a long bike path became the new
attractions.

Now the Blackstone Valley is home to
artists and a cultural economy that con-
sistently is ranked as one of the top
tourist destinations in Rhode Island, a
state where Newport, Block Island,
Watch Hill, and the beaches provide
ample competition. The historic preser-
vation advocates of the 1980s had a
vision that saw beyond the deterioration 
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Charting an Economic Course
by Gwendolyn Hallsmith

Editor’s Note: this is the last of five 
related articles prepared by Gwendolyn
Hallsmith for the Planning Commissioners
Journal. We’d be pleased to email PCJ sub-
scribers a complimentary pdf of the com-
plete series. Just email us at: pcjoffice@
gmail.com and put “Hallsmith series” in
the Subject line. 

We’ve been examining all the
ways that planning commission-
ers can lay the groundwork for 
sustainable economic development. Past
articles have described how to identify
and recruit stakeholders for an economic
planning process, take an inventory of the
assets you have in the community, and
find new ways that these assets can be put
to use to improve the quality of life – all
important elements of an economic
renewal strategy. This column will close
the series with ideas about how to bring
the strategies you select into alignment
with the global trends that will shape the
economy over the next twenty years.

If your local economy were a ship and
you were preparing for a journey, you’d
want to:
• have a good crew (the stakeholders), 
• know all the parts of the ship were in
good working order,
• have enough food, medical supplies,
fuel, and water for the trip (the assets),
• chart a course that suited the type of
ship you had (the ways the assets could
be put to use), and 
• know if storms are expected, where
the shoals are located, and that your des-
tination is a good place to go.

The vision of a sustainable economy
with a safe and vibrant community; a
healthy environment; lots of good job
opportunities; and people who are
engaged in governance, can be an effec-
tive driver of a planning and implemen-
tation process. It’s the destination. 

It is important, however, that we
clearly articulate goals related to devel-
oping a sustainable economy at the out-
set, so there is broad agreement on the
overall direction the community is head-
ing. This means, for example, reaching

impact our prosperity. As Baby Boomers
age, health care costs will consume an
increasing share of GNP. The ratio of
people over age 80 will grow, outnum-
bering the younger generation that will
be asked to care for them. Finding new
ways to care for elders, while keeping
them engaged in community life, will be
a critical issue. 

All of these trends mean that the two
growing sectors of the national economy
– the Creative Economy and the LOHAS
market – will continue to be investments
that can help local economies grow. 

LOHAS stands for Lifestyles of Health
and Sustainability. Analysis by the
National Marketing Institute shows that
products and services in this market rep-
resent over $200 billion in annual sales
in the United States, with almost 20 per-
cent of the adult population as the cus-
tomers. Creative Economy products –
film, video, books, arts and crafts, design,
media, etc. – have continued to grow
even through the global recession, so
they represent a strong sector for eco-
nomic renewal and recovery.

The old paradigm of natural resource
intensive industrial production is in
many places being supplanted by a new
era of creativity, renewable resources, and
sustainable products and services. While
Earth is finite, our human ingenuity and
compassion are not. Planning commis-
sioners can help chart a new course for
their communities with a commitment to
vision, good information, and sound
planning. !

Gwendolyn Hallsmith is
Director of Planning & Com-
munity Development for
the City of Montpelier, Vt.
Previously, she founded
Global Community Initia-
tives, a non-profit that sup-
ports municipal sustainable
development initiatives.
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agreement on the value of growing local
entrepreneurs and supporting local busi-
nesses. As we’ve discussed in previous
columns, part of the foundation of a sus-
tainable local economy lies in drawing
on existing local assets to build real
wealth in the community.

The weather report, compass, and
maps are also critical elements of the
enterprise. As we begin the 21st Century,
the economic forecast predicts some seri-
ous storms:

• Fossil fuels will be increasingly in
demand (yet in shorter supply) as China
and India catch up with the industrializa-
tion of the West. This will lead to higher
costs for food, transportation, and other
necessities.

• Climate changes will lead to higher
infrastructure repair costs in many parts
of the country as snow storms, flooding
rains, and hurricanes increase in intensi-
ty. We can also expect mounting insur-
ance costs for coastal areas that will be
facing the effects of more severe weather
and the rise in sea levels. As pressure to
mitigate the impact of climate change
increases, low carbon solutions for heat-
ing, electricity, food, and transportation
will be a profitable investment for com-
panies and communities.

• Changing demographics will also


