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The Limitations and Illusions of Community Wealth Building 
 

Richard Hatcher 
 
Jamie Gough in ‘Chameleon Localism: the conflicting political uses of the local scale’ (2016) notes 
that ‘Localism’ is everywhere’:  
 

…localism is very appealing.  It promises ‘local control’, so that people can begin to be the 
subjects of their lives rather than the victims of ‘globalisation’.  It promises more democracy, 
a real involvement in political processes.  It is responsive to local history and local needs, to 
people’s concrete lived daily experience.   
 
But this fetish of the local is strongly mystifying. It covers over the antagonisms involved in 
every real practice of localism; and it hides the fact that there are different localisms, that 
there are real choices to be made.  In this double sense, localism is thus depoliticised, 
emptied of its class politics.  

 
It not only fails to develop practices of collective resistance to capital and the state but 
theorises that these are unnecessary. [1] 

 
Various forms of localism, sometimes referred to collectively as the ‘New Municipalism’, have 
developed and spread in many countries in the past decade. The distinctive form of localism that has 
come to the fore in England is Community Wealth Building. During the years of Tory austerity 
Community Wealth Building, pioneered by Preston City Council, has offered the promise that there 
are progressive, even transformative, policies that councils could put into practice. A Community 
Wealth Building approach has influenced or been adopted by many local councils in England and the 
Welsh and Scottish governments.  
 
The purpose of this paper is to examine the claims being made for Community Wealth Building. I will 
focus only on England, both because it is more developed there and because I am more familiar with 
how its local government works.  
 
A brief timeline of Community Wealth Building 
 
The term Community Wealth Building was coined by The Democracy Collaborative in the US in 2005, 
working with the city of Cleveland, Ohio. It was taken up in England by the Centre for Local Economic 
Strategies (CLES), which describes itself as  
 

the UK’s leading independent think and do tank, realising progressive economics for people 
and place. Our aim is to achieve social justice, good local economies and effective public 
services for everyone, everywhere. [2] 

 
CLES is the leading promoter of Community Wealth Building in the UK, and in 2013 it began working 
with Preston City Council.  
 
In 2016 Jeremy Corbyn became leader of the Labour Party, inspiring a movement for social and 
economic change in the UK. That same year CLES published ‘Forging a good local society: Tackling 
poverty through a local economic reset’. ‘In the work, we argue that poverty will be solved by 
resetting local economic development, heralding the unleashing of progressive and innovative social 
action.’ [3] The ambitiousness of this claim is typical of the rhetoric of CLES. 
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In April 2016 John McDonnell, Labour’s shadow Chancellor, gave a speech in Preston:  
 

Labour must be a party that is concerned about ownership of wealth and assets, not only 
the distribution of income. This is much closer to an old tradition in the labour movement of 
decentralised ownership and democratised wealth. It is the tradition of RH Tawney, GDH 
Cole and of course the co-operative movement. 
The next Labour government will work with the co-operative movement to at least double 
the size of the co-operative economy. [4] 

 
In 2017 the Labour Party published its manifesto ‘For the Many, Not the Few’ [5]. It made no 
mention of Community Wealth Building but repeated the aim of doubling the size of the co-
operative sector in the UK. (p18). This was in the context of a focus on small businesses: ‘we will put 
small businesses at the centre of our economic strategy.’ (p8) 

 
Our small and medium-sized enterprises are the backbone of our economy, providing 60 per 
cent of private-sector jobs. Technological changes, like the spread of digital manufacturing 
and rapid communication, mean smaller, faster businesses will be the future of our 
economy. (pp17-18) 

 
Later in 2017 the Labour Party published Alternative Models of Ownership [6], followed by a 
conference in February 2018 hosted by McDonnell and with Corbyn as the closing speaker. In 
February 2018 McDonnell spoke again at a conference in Preston to launch Labour’s Community 
Wealth Building Unit.  
 
Also in 2018 the Co-operative Party published a 44-page pamphlet ‘6 steps to build community 
wealth’. [7] It includes a short case study of Community Wealth Building in Preston, based on an 
interview with Matthew Brown, Preston’s Cabinet Member for Social Justice, Inclusion and Policy at 
the time and now the Leader of Preston Council. The six steps largely correspond to the Community 
Wealth Building programme that Preston Council and CLES had developed: Co‑operative Political 
Leadership, Anchor Institutions, Progressive Procurement, Co‑operative Development, Local 
Investment, and Assets and services working for the community.   
 
In the same year the Association for Public Service Excellence (APSE), published a 32-page report, 
‘The new municipalism: Taking back entrepreneurship’. [8] APSE describes itself as ‘a not for profit 
local body working with over 300 councils throughout the UK. Promoting excellence in public 
services, APSE is the foremost specialist in local authority front line services’. The report advocates a 
set of policies for Community Wealth Building, based on councils using local procurement for 
economic and social benefit, which parallel those advocated by Preston Council and CLES. 
 

Municipal entrepreneurship is also one way for councils to tackle the ‘Klondike’ economy 
whereby national companies ‘export’ profits out of the area. Indeed, collaborating with local 
suppliers and competing against national providers helps to keep the council spend in the 
locality. Put alternatively, municipal entrepreneurship and local provision helps to plug any 
leakage of the public pound out of the area, while putting in place symbiotic working 
relations with local suppliers. (p6)  
 
They drive forward Community Wealth Building by using local authority purchasing power 
and assets to recycle economic benefit locally and build the capacity of small and medium 
enterprises (SMEs) to meet community needs. (p12) 
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Labour’s Community Wealth Building Unit Lead Members include two from APSE together with 
Matthew Brown, Joe Guinan from The Democracy Collaborative, and Neil McInroy, the CEO of CLES.  
The Advisory Board includes three members from the Co-operative Party.  
 
One of the most recent local authorities to have adopted a Community Wealth Building policy is the 
newly-formed North Tyne Combined Authority. In an interview in September 2019 Jamie Driscoll, 
the Labour Mayor, said   
 

Community Wealth Building goes through every single one of the policies in my manifesto. I 
think Community Wealth Building is a set of really common-sense ideas. Although it will 
upset certain corporates, it shouldn’t necessarily upset people who are perhaps socially or 
even financially conservative.’  

 
He said it was ‘surprising how much it resonated with the business community’. [9] 
 
Building ‘community wealth’ was a policy in Labour’s 2019 general election manifesto: 
 

As well as the presumption to insource public services, we will build community wealth by 
giving communities the powers and resources they need to keep public spending circulating 
in the local economy, rather than being sucked offshore to corporate tax havens. We will 
extend community control in the private sector by supporting local and community 
businesses. We will give a new Co-operative Development Agency a mission to double the 
size of the co-operative sector. (pp50-1) [10] 

 
However, Labour’s Community Wealth Building Unit has been silent since September 2019. 
 
After Labour’s general election defeat in December 2019 Community Wealth Building has seemed to 
continue to offer a viable localist strategy under the Conservative government. In the Guardian in 
January 2020 Phil Jones advised ‘Look to Preston for an answer to Labour’s – and Britain’s – woes’. 
[11] In ‘Hanging in the balance: the democratic economy after Corbyn’ in the Spring 2020 issue of 
Renewal: a journal of social democracy, Joe Guinan and Sarah McKinley argue that  
 

Not just in Preston, but also in Bristol, in North of Tyne, in Newham, in Islington and 
elsewhere, Labour local authorities are taking Community Wealth Building to the next stage 
of development and impact. It is time to connect and spread these models, and to ensure 
that they have community engagement and reparative justice built into them from design to 
implementation. (p24) [12] 

 
In 2020 the political context changed radically with the arrival of the Covid-19 pandemic, and with it 
came a new resurgence of claims claiming that Community Wealth Building offered the solution to 
the economic crisis created by Covid. We return to this towards the end of this paper. 
 
What is Community Wealth Building? 
 
‘How we built community wealth in Preston’, a paper published jointly by CLES and Preston City 
Council in 2019, claims that ‘Community Wealth Building has been advanced through a blend of five 
strategies’: [13]  
 

1. Plural ownership of the economy 
Community Wealth Building seeks to develop a more diverse blend of ownership models: 
returning more economic power to local people and institutions. In this, community 



4 
 

wealth building asserts that small enterprises, community organisations, cooperatives and 
forms of municipal ownership are more economically generative for the local economy, 
than large or public limited companies. 
 
2. Making financial power work for local places  
Community Wealth Building seeks to increase flows of investment within local economies by 
harnessing the wealth that exists locally, as opposed to attracting national or international 
capital. For example, local authority pension funds can be encouraged to redirect 
investment from global markets to local schemes. Mutually owned banks are supported to 
grow and regional banks - charged with enabling local economic development - are 
established. All of these are ideally placed to channel investment to local communities while 
still delivering a steady financial return for investors. 
 
3. Fair employment and just labour markets 
As large employers, the approach that anchor institutions take to employment can have a 
defining impact on the prospects and incomes of local people. Recruitment from lower 
incomes areas, commitment to paying the living wage, and building progression routes for 
workers are all examples of actions that anchor institutions can take to stimulate the local 
economy and bring social improvements to local communities. 
 
4. Progressive procurement of goods and services 
Progressive procurement can develop dense local supply chains, SMEs, employee owned 
businesses, social enterprises and cooperatives and other forms of community business. 
These types of businesses are more likely to support local employment and have a greater 
propensity to retain wealth and surplus locally. 
 
5. Socially productive use of land and property 
Anchor institutions are often major local asset holders. These assets represent bases from 
which local wealth can be accrued. In Community Wealth Building the function and 
ownership of these assets is deepened to ensure that any financial gain is harnessed by 
citizens. Furthermore, there is a desire to develop and extend community use of those 
assets. It should be remembered that much public sector land and facilities are a part of the 
commons, and should be used to develop greater citizen ownership. 

 
There are examples of all five strategies in CLES’s publication ‘Community Wealth Building 2019. 
Theory, practice and next steps’. [2]  
 
Local procurement to promote a local ‘circular economy’ 
 
The idea at the root of Community Wealth Building is using public procurement to create local 
‘circular economies’ which will support local businesses, including co-operatives, at the expense of 
big capital. In 2019 the thinktank Demos published a report titled ‘The Wealth Within: The ‘Preston 
Model’ and the new municipalism’: [14] 
 

…what perhaps most unites CWB, aside from a loosely similar way of seeing the world and a 
willingness to get to stuck in, is a collective theory of change. And at the risk of sweeping, 
over-simplistic generalisations, this theory of change largely boils down to the idea that 
retaining more civic wealth within a locality can boost that particular area’s growth and 
economic resilience by improving local multiplier effects. Economic resilience is also 
enhanced because a greater retention of wealth is predicated on ‘anchor’ institutions that 
enjoy a deep connection to the locality – institutions which CWB advocates believe should 
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be both nurtured and expanded through ‘democratisation’ i.e. bringing key sources of 
economic power and wealth creation under democratic or community control. Growth is 
boosted because the retention of wealth is almost always redistributive – if more wealth 
stays in a locality, it usually means less wealth ‘leaks’ away to the globalised economy 
through larger, often multinational firms. 

 
What is ‘the local economy’? 
 
The foundational concept of Community Wealth Building is ‘the local economy’. Sometimes it is used 
to refer to a local authority area, such as Preston or Birmingham or a London borough, but at other 
times to a much larger region, such as Lancashire or the West Midlands. CLES has stated that 
Community Wealth Building ‘requires an understanding of the underlying state of the local economy 
and the ability to describe and quantify the impacts that changes in policy and practice can bring 
about.’ (p11). CLES continues: ‘authorities and anchor institutions should carry out […] market 
analysis to understand the strengths, weaknesses and interdependencies of their local economy’ 
(p44). [15] 
 
But nowhere in any of the Community Wealth Building publications by CLES or other authors is there 
an analysis of an actual local economy. For example, Preston is presented as the influential pioneer 
but there is no analysis, including by the City Council itself, of the Preston economy beyond some 
basic statistical data. This absence is of fundamental importance in assessing the claims and 
achievements of Community Wealth Building. 
 
The second problem with Community Wealth Building’s concept of ‘the local economy’ is that it is 
defined by political boundaries, not economic and social relations. But a ‘local economy’ is not a 
geographically bounded economic entity. It is a spatially defined node in a dense network of 
economic relations that stretches far beyond the local political area into the national and the global 
economy. As the social geographer Doreen Massey says in ‘A relational concept of space’: 
 

what gives a place its specificity is […] the fact that it is constructed out of a particular 
constellation of social relations, meeting and weaving together at a particular locus. […] 
Instead then, of thinking of places as areas with boundaries around, they can be imagined as 
articulated moments in networks of social relations and understandings, but where a larger 
proportion of those relations, experiences and understandings are constructed on a far 
larger scale than what we happen to define for that moment as the place itself, whether that 
be a street, or a region or even a continent. [16] 

 
The problem with Community Wealth Building’s geographical definition is exemplified by the 
difficulty of defining what is a local firm. As a report on ‘Local Procurement’ by the What Works 
Centre for Local Economic Growth at the London School of Economics says (8 May 2018): [17] 
 

…the devil is in the details of defining what constitutes a local firm. Does an outsider-owned 
firm based locally count as local? Does a locally-owned firm with operations outside the local 
area score as local? Economic relationships are complex, and attempts to delineate them 
based on political boundaries is likely to be problematic. 

 
Equally problematic is the similar issue of the definition of a local worker. Community Wealth 
Building is claimed to benefit workers in the local economy. But the term is imprecise: people cross 
political boundaries to work, both coming into the local economy area from outside and leaving it to 
work in other areas. Which are to be categorised as local workers in the local circular economy? 
According to the LSE report on ‘Local Procurement’:  
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Across the UK, 47% of people in work commute across local authority boundaries to get to 
their job. These employees may be hurt by local procurement practices if their employer is 
not considered ‘local’ enough to qualify for contracts. 

 
I can find no data about or explanation of these issues for Preston or any other local authority area 
in the Community Wealth Building literature.   
 
In reality CLES and the Community Wealth Building literature limit their conception of ‘the local 
economy’ to those sectors where local procurement by public institutions applies – the local 
authority and its partner ‘anchor institutions’. But that excludes the rest of the local economy, which 
is by far the largest part. In none of the Community Wealth Building literature I have examined is 
there a n analysis of, or even any comparative reference to, the whole economy of the local area, of 
whatever scale.  
 
For example, by far the largest employer in the local economy of Preston is BAE Systems, one of the 
world’s largest ‘defence’ companies. It has two bases just outside Preston, at Samlesbury (with 3,000 
employees) and Warton, as well as offices in Preston itself. Yet it, and its local suppliers, are not 
mentioned in any reports of Community Wealth Building in Preston, either by CLES or by Preston 
Council itself, presumably on the grounds that it is not a supplier of procured goods and services to 
the City Council or the associated Community Wealth Building ‘anchor institutions’. 
 
In short, Community Wealth Building has little or no interest in advancing policies for how the 
private sector of the local economy, the overwhelmingly dominant sector, could contribute more 
effectively to the wealth of the local community, and beyond, through the social usefulness of the 
products and services it provides. Also excluded from the Community Wealth Building literature’s 
extremely restricted idea of what ‘community wealth’ comprises are all the other economy-related 
activities out of which the wealth of a community is built, such as housing, transport, health, social 
care, education and child care.  
 
Measuring public procurement in the local ‘circular economy’ 
 
The New Economics Foundation illustrates spending in the ‘local economy’ by the image of the 
‘leaky bucket’: 
 

If you imagine the local economy as a bucket full of water, every time you spend money that 
goes outside the local area, it leaks out the bucket. Generally, our energy is focused on 
trying to pour more money into an area so as to keep filling up the bucket; however, a better 
starting point for strengthening the local economy should be to try to prevent the money 
leaking out in the first place. 
 
A higher proportion of money re-spent in the local economy means a higher multiplier effect 
because more income is generated for local people. More income retained locally, or 
nationally, means more jobs, higher pay and more tax revenue for government, all of which 
may lead to better living standards. [18] 

 
The New Economics Foundation has developed a tool for analysing the process of the circulation of 
money within a local economy called Local Multiplier 3: 

 
Local Multiplier 3 (LM3) was developed by the New Economics Foundation as a simple and 
understandable way of measuring local economic impact. 
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LM3 measures how income entering the local economy then circulates within it, across three 
‘rounds’ of spending. 
 
An economic multiplier effect describes the impact that spending has in the economy, taking 
into consideration knock-on effects. The measuring process starts with a source of income 
and follows how it is spent and re-spent within a defined geographic area. 
 

But I can find no examples of LM3 being used by CLES. In fact the only actual study I can find by CLES 
that tracks the pathways of procurement spend is ‘Manchester City Council Spend Analysis 2018/19’. 
[19] 
 

CLES analysed Manchester City Council’s spend with its top 300 suppliers (by value of 
contract spend). They explored the geography of that spend, the business sectors which that 
spend is with, and the extent to which spend is with small to medium sized enterprises 
(SMEs). 
 
A survey was issued to the top 300 suppliers to explore what happens to procurement spend 
once it reaches suppliers. The extent to which they re-spend back in the Manchester 
economy was explored, as well as how they contribute to wider social value outcomes such 
as creating jobs and apprenticeships and supporting the VCS.  

 
Manchester City Council spent £322m with Manchester based organisations in 2018/19 - 
69.9% of the total spend with the top 300 suppliers. In 2008/09 this figure was 51.5% 
 

So the proportion spent on Manchester based organisations has increased. But this is not an LM3 
analysis because it only measures two rounds of spending - by the Council on its top 300 suppliers 
and then how they in turn spend it on their supplies. It also includes some information on workforce 
impact. There is no definition of what ‘Manchester based’ means, and no information on where the 
Manchester suppliers obtained their supplies.  
 
How significant is the Community Wealth Building sector of the local economy? 
 
The use of the term ‘the local economy’ to apply just to the sectors where local procurement 
operates, not to the whole local economy, raises the question of the size of the Community Wealth 
Building sector as a proportion of the whole local economy. Again, this issue is ignored in all the 
Community Wealth Building material I have examined. For example, according to Lancashire County 
Council’s website (January 2020), in 2019 there were 5,375 active enterprises in Preston. How many 
of them are involved in procurement by the Council and the associated anchor institutions, selling 
them goods and services? This is a basic piece of procurement data, but I can find no answer either 
from Preston Council or from CLES, nor about any other area pursuing a Community Wealth Building 
procurement strategy.  
 
Another approach to assessing the scale of the Community Wealth Building sector of a local 
economy is to measure the impact of local anchor procurement spend as a percentage of local GDP. 
 

In Leeds, analysis showed that the combined procurement spend of just six anchor 
institutions came to over 4% of local GDP. This is a significant sum, even larger when 
considering the second and third tier spend of suppliers and employees, and a substantial 
lever for local economic practitioners. (p42) [15] 
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CLES says this is a ‘significant sum’, but it is actually a very small percentage of the local economy of 
Leeds, the second largest core city economy (ie cities outside London).  
 
It is possible to make a similar calculation for Birmingham, the largest core city economy. The report 
published by CLES about Birmingham in July 2018 is titled ‘Local Wealth Building in Birmingham and 
Beyond: a new economic mainstream’. [20]  It makes an ambitious claim for Community Wealth 
Building, here referred to as ‘local wealth building’: 

 
This 2018 report distils learning from ten years of work across the UK and charts a course for 
a future in which local wealth building is the mainstream of local economic development. 
(p2)  

 
How close is Community Wealth Building currently to being not just ‘a’ but ‘the mainstream’ not just 
of Council spending but ‘of local economic development’ in Birmingham? According to the ‘Analysis 
of procurement spend for 2016/17’ in CLES’s Birmingham report, in that financial year Birmingham 
City Council spent over £762million with organisations based within the Birmingham boundary. This, 
it says, is equivalent to 68.7% of the Council’s procurement spend with the top 300 organisations. 
But £762million is only a minute fraction of the economic output of the Birmingham economy, which 
according to the ‘Birmingham Economic Review 2018’ was £26.2billion in 2016. [21]  
 
We could take another approach to assessing the significance of Community Wealth Building within 
the local Birmingham economy. In 2017 the Birmingham economy comprised 43,520 companies. 
[31] What percentage of them would the Council and the other five anchor institutions be likely to 
procure goods and services from? The answer is likely to be marginal. Even a thousand companies 
would be less than 3%. 
 
Another indication of the impact of a Community Wealth Building policy on a local economy is 
provided by the CLES pamphlet New Municipalism in London (2019), which reports what Community 
Wealth Building has achieved in three London boroughs: Camden, Hackney and Islington. [22] The 
main achievements can be summarised as follows: bringing some services in-house such as 
employment services and maintenance; achieving the London Living Wage for contract staff; using 
local procurement; and providing affordable workplaces for small businesses. Overall these are 
positive measures by the three London boroughs but they in no way represent ‘big shifts in how we 
think about power, decision-making and ownership in our societies’ and the other inflated claims 
that the CLES pamphlet makes, and there is no analysis of the whole local economies of the three 
boroughs which would enable the Community Wealth Building achievements to be seen in 
comparative context. 
 
How many local jobs does Community Wealth Building create? 
 
Another measure of the relative scope and impact of Community Wealth Building in the whole local 
economy would be the number of jobs created as a result. Demos reports that CLES began working 
with Manchester City Council in 2008. [14]  
 

Manchester City Council, the local authority home to the more economically deprived areas 
within the GMCA, has significantly increased its use of local procurement: from 51.5% in 
2008/09 to 73.6% in 2015/16.41 This is estimated to have created 1160 jobs. (p23) 

 
This works out at an average of 166 jobs a year. In 2016, according to the Business and Employment 
Survey 2016 there were 375,500 employees in Manchester. 166 new jobs represents less than 
0.05%. Furthermore, no data is provided of how many new jobs overall were created in Manchester 
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in these seven years or what proportion of that increase was the result of Community Wealth 
Building policies. No similar data is available for Preston or elsewhere either. 
 
Does local spending stay local? 
 
The Demos report on Preston notes that: 

 
A ‘localist’ procurement strategy is a key pillar of the ‘Preston Model’ strategy. It is informed 
by the belief that spending on local organisations by anchor institutions will ‘stick’ in the 
local economy of those organisations; less will ‘leak out’ to other economies. (p30) [14] 

 
The question is, does spending on local procurement by the council and its partner anchor 
institutions stay local, fuelling the local ‘circular economy’? The conclusion of the Demos report is 
that ‘In truth, there is not a great deal of evidence on this topic’. (p30): 
 

Unfortunately, we were unable to find sufficient evidence to conclusively answer whether a 
‘localist’ procurement strategy will always benefit the local economy by ensuring more 
money ‘sticks’ in that local economy. (p39) 
 
In truth, the importance that Preston’s civic leaders place upon rooted anchor institutions is 
not a particularly controversial aspect of CWB. That public sector institutions - or any other 
locally rooted institution that, for whatever reason, are protected from the usual business 
cycle – exert an outsize impact upon a local economy in times of recession and crisis is 
something of an economic truism. What is an issue of contention however, is how Preston 
and CWB attempt to use those institutions – and specifically their procurement activities – 
to reshape their respective local economies. Indeed, this is easily the most contested area of 
Community Wealth Building in the wider place-based policy debate, with some critics 
suggesting Preston’s approach to procurement is ‘protectionist’ and even comparing it 
unfavourably to Donald Trump’s economic nationalism. 
 
Alas, this is where the research literature – as outlined in Chapter Three – is most absent. On 
the crucial question of does the wealth stick – an absolutely fundamental component in 
Community Wealth Building’s theory of change – there is little in the way of guidance. (p46) 

 
Certainly, its central claim – at least in the Preston context – that a more avowedly ‘localist’ 
approach to procurement will always benefit the local economy by ensuring more money 
‘sticks’ can not be conclusively sustained or denied owing to a lack of detailed analysis. (p57) 

 
This conclusion by Demos is extremely damaging for the Community Wealth Building argument. The 
data that would provide evidence to confirm or disprove the case for Community Wealth Building 
would result from empirical research tracking the pathways taken by money spent by anchor 
institutions and the goods and services that they purchase, using a tool such as the National 
Economic Foundation’s LM3. When, for example, Preston Council buys something from a local 
supplier, has the supplier sourced it locally, or does the supply chain extend beyond the local 
economy? And what does the supplier do with the profit? How much is used by the supplier, or its 
staff in the form of wages, to purchase goods and services, and what percentage are in turn bought 
from a local supplier or from a supplier outside the local economy? And if they are bought locally, 
does their supply chain extend outside the local economy? No such evidence is provided in the 
Community Wealth Building literature. 
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Greg Sharzer addresses these and related issues in his 2012 book No Local: Why Small-Scale 
Alternatives Won’t Change the World [23]. He notes that ‘One of the most common localist claims is 
that locally-owned businesses create a virtuous circle, keeping money in the community.’ (p25).  
 

However, this isn't as straight forward as it seems. First, for local money to stay in the 
community , all production must be local. As we've seen, local merchants aren't truly local if 
the goods they are selling are imported. [...] Even the most service based small businesses 
still need an infrastructure of foreign made products to support them […] Money may 
circulate locally for a single stage, from consumer to merchant, but spreads very quickly 
afterwards. (p26) 

 
Consumer goods, let alone mass public transit systems and high–speed internet, are 
impossible without a highly–developed capacity to source materials, process them into 
finished products and distribute them across large distances. For example, making solar 
panels involves advanced machinery and massive financing that would be impossible to 
muster locally. (p44) 

 
As Sharzer says, ‘A commodity’s life cycle is incredibly complex and hidden, and getting more so 
every day.’ (p36).  

 
The flow of wealth within the local ‘community’ 
 
Wealth may be created, at least in part, within the local ‘circular economy’, and and some may be 
retained within it, but it does not circulate equally within it thereafter.  On the contrary, the local 
owners and shareholders of businesses – SMEs and bigger - will pay their employees and take their 
profits, the local owners of property will collect their rents, and thus that wealth will continue to 
flow to the well-off within the locality, reproducing the social (and spatial) division of the local 
population. The term ‘Community Wealth’ serves the ideological function of masking these social 
class inequalities and conflicting class interests within a ‘local economy’ area. It is an issue that 
Community Wealth Building does not address. 
 
Is the ‘circular economy’ argument a zero sum game? 
 
The Demos report raises another fundamental question about Community Wealth Building: is it a 
zero sum game? Demos acknowledges that there is little evidence that is 
 

…relevant to charges of local protections, about where any extra demand is generated from 
i.e. is it merely zero sum economics or is demand raised through better multipliers outside 
of, as well as in, the specific locality. (p30) 

 
…there is also not a great deal of available information as to where in Britain – or indeed the 
world – the wealth is retained from i.e. if Preston increases the spend of money retained in 
the city and Lancashire more broadly, who is losing out? This is crucial because it forms part 
of Community Wealth Building’s defence that the approach is not simply a zero sum 
ordering of wealth patterns – to generate growth there needs to be a significant multiplier 
effect to the greater wealth retention. Again, in theory this seems a defensible economic 
position theoretically, but practical evidence is scant. (p46) 

 
I would argue that local procurement is a zero sum game. I have already quoted the data in the 
Demos report on the increase of 1160 jobs in Manchester during the seven years of the local 
procurement policy, and stated that there is no evidence provided to support the claim that it is 
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Community Wealth Building that has created these jobs. But to the extent that it is the result of 
Community Wealth Building in Greater Manchester, how many jobs have been lost outside 
Manchester as a result of local procurement, including in Lancashire, perhaps even in Preston itself? 
I can find no data that answers this question, including from CLES and from Preston Council. Yet it 
would seem to be a crucial piece of research that the Community Wealth Building case depends 
upon.  
 
Similarly, more money spent by, for example, Birmingham City Council and anchor institutions in 
Birmingham means less money spent by them in, for example, Coventry and the Black Country, or 
indeed Manchester. But what if Coventry and the Black Country authorities apply the same policy in 
return - as Manchester already does? How much less will be spent by them with Birmingham 
suppliers? How many Birmingham jobs will be lost as a result?  
 
The conclusion of What Works is that ‘Local procurement is not scalable’:  
 

If a local authority implements a local procurement policy, the surrounding area will 
necessarily lose out as their firms have less access to contracts in that authority. In response, 
these surrounding local authorities may decide to retaliate and impose their own local 
procurement strategy. 
 
In other words, if one locality manages to reduce the amount of money “leaking” from 
procurement to non-local firms, that results in other localities experiencing a reduction in 
the amount of money flowing into their community. In cases where these places losing out 
are in the UK, local procurement preference amounts to a zero-sum game. 
 
Conclusion 
Although there has been heightened interest in local procurement, the evidence base for 
the viability of these policies remains poor. In particular, the risk that local procurement may 
hurt the income of local residents employed by non-local firms, the higher costs to local 
authorities, and the inability of the policy to scale due to retaliation all urge considerable 
caution on the ability of such policies to deliver local economic growth. 
 
Cities and local authorities can and should consider elements outside the traditional cost-
benefit analysis such as the environment, skills, and innovation when engaged in local 
procurement, but it is not clear that the location of the firm should be one of them. 

 
The logic is inescapable: early adopters of the Community Wealth Building strategy can gain at the 
expense of other areas, until Community Wealth Building becomes generalised across local 
economies. In effect this is enacting at the local level, within the nation state, the neoliberal ethos of 
global competition among nation states, but where the key players are cities and local regions. As 
more and more cities and regions adopt the Community Wealth Building strategy it increasingly 
becomes a zero-sum game in which no-one gains.  
 
CLES rejects the ‘zero sum’ argument 
 
In November 2017 CLES published a rebuttal of the ‘zero-sum’ criticism titled ‘Improving the social 
efficiencies of local markets is not protectionism’. [24] CLES argues that 
 

Local Wealth Building is NOT zero sum.  
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Through the Public Services (Social Value) Act, public authorities can embed social value into 
the design of services, into decision-making criteria and weighting, and into delivery. As a 
result, the whole nature of procurement is changing: it is no longer just about cost and 
efficiencies, but also about considerations of quality and social value.  
 
The singularity of the economic angle is not the only way to appreciate the power of 
procurement. Shifting the geography of spend is about bringing jobs to where they are 
needed most. Its rationale is socio-spatial as well as economic. The value of an additional 
unit of jobs is higher in a deprived area than it is in a non-deprived area. 

 
The idea that procurement decisions should be based on the ‘social value’ created, not just on the 
cheapest suppliers, is a vital principle for progressive municipal politics. It is not specific to 
Community Wealth Building: in fact it was introduced into legislation by the Conservative-led 
government of David Cameron in the form of the Public Services (Social Value) Act 2012, though 
public bodies are only required to ‘have regard to’ social value, so there are large variations in how it 
is implemented. However, most local authorities now have procurement policies similar to 
Birmingham’s Business Charter for Social Responsibility which ‘aims to boost the local economy 
through support to the local supply chain, creation of job opportunities and ensuring employees are 
paid a fair wage’. 
 
One key measure of social value for CLES is the extent to which ‘The value of an additional unit of 
jobs is higher in a deprived area than it is in a non-deprived area’. I have already referred to the 
definitional complication of workers crossing political boundaries to go to work: in this case, workers 
working in deprived areas but living in non-deprived areas. But there is an additional problem: CLES’s 
argument only applies if the areas within the ‘local economy’ where jobs are gained are more 
deprived than the ones outside the locality where jobs are lost as a result. I cannot find in CLES’s 
publications, nor in those about Preston or elsewhere, any recognition of this problem or indeed any 
interest in what the impact of Community Wealth Building policies is on areas outside the local 
Community Wealth Building area, including whether there is an overall reduction in social 
deprivation when the jobs created in the Community Wealth Building area are compared with the 
jobs lost as a result by suppliers in other areas.  
 
Guinan and O’Neill’s 2019 book The case for Community Wealth Building [25] devotes twenty pages 
to rejecting criticisms of Community Wealth Building as a form of local protectionism. But their 
arguments are in response to critics from the right employing a ‘neoliberal’ or ‘economistic’ framing 
(p56). The hypothetical examples they criticise are based on the actions of ‘Neoliberal City Council’ 
choosing to buy goods and services from a supplier outside the local area with poor employee 
conditions because it is cheaper. They don’t address criticism from the left which recognises that 
local procurement may create social value within the locality but that it may also be at the expense 
of depriving another local area of comparatively greater social value.  
 
The underlying tacit assumption of the Community Wealth Building argument is that a Community 
Wealth Building authority is surrounded by neighbouring areas with which it is in competition, 
whether or not these areas are pursuing their own Community Wealth Building policies. This 
scenario does in fact accurately reflect the real situation of cities and regions which actually are in 
competion with each other for inward investment and government grants in the capitalist economic 
context.  
 
Community Wealth Building as a strategy for a ‘socially just’ capitalism? 
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CLES makes repeated claims that Community Wealth Building is capable of achieving a radical 
transformation of local economies. This is not intended as a strategy for socialism: CLES never uses 
the word, and as a consultancy to local authorities it claims that Community Wealth Building ‘is for 
all administrations regardless of political persuasion’. [24] Neil McInroy, CEO of CLES, was a speaker 
at a fringe meeting at the Conservative party conference in 2019, held with South Warwickshire 
Conservative Association, on ‘getting more bang for the public buck’ through procurement. 
 
For CLES the aim of Community Wealth Building is to achieve a ‘socially just’ capitalism. It is typified 
by these extracts from its 2019 publication ‘New Municipalism in London’: [22] 
 

Moving forward, the key task of a new municipalist approach is to create a local economic 
system which is intentionally restructured, creating nothing less than new institutional 
arrangements to British capitalism and local economic development. (p22) 

 
The problem with the British economy is not that it is capitalist but that it is dominated by ‘big 
capital’, corporate capital.  
 

Municipalist economic policy wrestles free from the inequalities hardwired into corporate 
investments, large-scale property redevelopments and wealth extraction, through offshore 
shareholders and external dividend payments. Instead, new municipalism focuses on 
growing local, socially rich economies, with fair wages, cooperative ownership models, more 
local enterprise, unionisation, greater worker control, and genuine social value and 
environmental responsibility. (pp7-8) 

 
The strategy is this: 
 

…we contend that in order to fundamentally shift Britain’s political economy away from 
extractive capitalism and towards a socially just economy, new municipalist councils must 
address the ownership of the economy. Creating conditions in which more cooperatives, 
municipal enterprises, SMEs, and mutually owned enterprises can thrive, will enable workers 
to claim economic power as worker-owners and shareholders; providing democracy and 
stability in place of insecurity and precarity. (pp22-3) 

 
‘Extractive’ and ‘generative’ organisations 
 
This strategy is based on a distinction between two categories of business organisations – 
‘extractive’ and ‘generative’ – which is fundamental to CLES’s whole argument. This is how CLES 
explains Community Wealth Building in ‘Own the Future’ (2020) [15]: 
 

at its core is a drive to replace extractive models of wealth ownership – those companies 
whose business model relies on maximising profits to distant shareholders – with locally 
productive forms of business. (p3) 

 
In contrast:  
 

In this guide we refer frequently to generative organisations as the fundamental building 
blocks of flourishing local economies. These organisations have two important features.  
 

1. They have business ownership models with a structure and/or purpose that 
centres on ensuring local social and economic value is maximised. This is in 
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contrast with those ownership models which are structured to deliver 
shareholder value as a priority.  
 

2. They distribute the wealth that they create in a number of ways, including by 
ensuring high rates of local employment and spending in local supply chains, 
investing in local assets and sharing the surpluses they generate with workers, 
consumers or beneficiaries. These features allow generative organisations to 
create a local economic “multiplier” effect – meaning that the money they 
spend creates more wealth locally, through jobs, income and demand for local 
goods and services. 

 
To thrive, local economies need lots of these generative organisations, including worker-
owned businesses, community organisations, charities, social enterprises, locally rooted 
SMEs and municipal enterprises. All these types of organisation allow the wealth they create 
to circulate around their local economies. Those with shared ownership structures – such as 
worker-owned co-operatives, mutuals and community businesses – have the added 
advantage of widening ownership of wealth even further, by passing profits directly on to 
workers, consumers or citizens. (p22)  

 
I will comment on co-operatives and other forms of non-profit enterprises later. The key point here 
is that CLES here and elsewhere includes SMEs – small and medium businesses with up to 249 
employees - alongside non-profit enterprises in its category of ‘organisations as against ‘extractive’ 
organisations of 250+ employees, and claims that SMEs too ‘enable workers to claim economic 
power’.  
 
The composition of local economies 
 
As we have noted, CLES doesn’t provide any analysis of the actual composition of local economies. 
But we can take Preston as an example. In 2018 there were 5,165 enterprises in Preston. [26] Almost 
all were SMEs. 75.2% of the enterprises were micro-organisations with four or fewer employees. The 
percentage with fewer than 50 employees was 97.8%. Only 114 businesses had 50 or more 
employees. Only 0.5% - 26 companies - were larger than SMEs, having 250 or more employees.  
 
We can make the same calculations for Birmingham, the largest city economy outside London, 
where, as in Preston, CLES is a Community Wealth Building partner of the City Council. In 2018 
Birmingham had a total of 41,955 businesses. [27] 82.3% are micro-businesses with fewer than ten 
employees, comprising 34,530 businesses. 13.8% are small businesses with 10-49 employees. A 
further 3.3% are medium enterprises with 50-249 employees. So a total of 99.4% are SMEs. Only 
about 245 businesses have 250 or more employees. Of course, some large companies, such as 
Jaguar Land Rover, have a particular significance in shaping the local economy.  
 
However it should be noted that these figures for SMEs are based on ‘Local Units’, i.e. individual 
workplaces. But a company may own several workplaces within a locality (for example, chain stores), 
so these figures under-estimate the number of larger businesses with bases in the locality. 
Furthermore, many SMEs within a locality are units of large companies spanning more than one 
locality, perhaps nation-wide. 
 
Privately-owned SMEs are ‘extractive’, not ‘generative’ 
 
In ‘Own the Future’ CLES claims that ‘generative’ organisations have in common  
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a structure and/or purpose that centres on ensuring local social and economic value is 
maximised. This is in contrast with those ownership models which are structured to deliver 
shareholder value as a priority. (p22)  

 
These “generative” businesses are firms in which the wealth created is shared broadly 
between owners, workers and consumers, ultimately increasing local multipliers as wealth 
flows through to local people and places. (p3) [15] 

 
But, as we have shown, the vast majority of SMEs are private businesses and therefore are 
‘structured to deliver shareholder value as a priority’, or profit to their owners. In the competitive 
market economy they have to make sufficient profit in order to survive, and that is their priority. Nor 
is it true that ‘the wealth created is shared broadly between owners, workers and consumers’. In 
capitalist businesses the economic wealth is created by the workers, the surplus value is extracted 
by the owners in the form of profit, and some of it is returned to the workers in the form of wages. 
None of it is shared with the consumers of its goods and services. And SMEs - businesses with fewer 
than 250 workers - can still generate very large profits. (So for example the Birmingham Mail 
recently reported that Cleone Foods, a local company employing 55 workers, had a turnover of 
£4.5m a year and the owner was a millionaire.) 
 
Maximising ‘local social and economic value’ can’t mean that ‘generative’ organisations pay higher 
wages because often it is the large ‘extractive’ companies where pay levels are highest, partly 
because of higher levels of trade union organisation. Whereas many of the smallest organisations 
are owner-run and rely on owner self-exploitation in terms of long hours. Nor can it mean that prices 
of goods are cheaper in small businesses. In fact they are often dearer because large companies can 
benefit from economies of scale and often higher productivity. 
 
Finally, CLES claims that one of the merits of ‘generative’ organisations is that they ensure ‘high rates 
of local employment’. This implies that ‘extractive’ organisations don’t, or are less likely to. What 
evidence is there for this, and what explanation could CLES give for why ‘extractive’ organisations 
are more likely than ‘generative’ organisations to employ people from outside the local economy? 
 
Thus SMEs that employ workers are not ‘generative’ in CLES’s terms, they are ‘extractive’, and since 
they comprise the vast majority of enterprises, local economies are, with marginal exceptions, 
‘extractive’. CLES’s claim that privately-owned SMEs are not ‘extractive’ has profound consequences 
for the question of agency and social change. While there may often be differences of interest 
between large and small capitalists, there is a fundamental division of class interests between 
workers and capitalists in any privately-owned business, based on who owns and controls the social 
value that is produced. But for the advocates of Community Wealth Building the fundamental 
division of class interest is different. The oppressors and exploiters are a only tiny minority of 
capitalists - the big capitalists, including global businesses, defined as employing 250 or more 
workers. Ranged against them and sharing a common interest is everyone else, including workers 
and the capitalists who are owners of small and medium-sized businesses.  
 
Co-operatives and social enterprises 
 
Cooperative ownership models are one element of CLES’s category of ‘generative’ forms of 
pownership. Promoting cooperatives is a key strand of Preston’s Community Wealth Building policy. 
In an interview in 2016 Matthew Brown, the Cabinet Member for Social Justice, Inclusion and Policy 
at the time and now the Leader of Preston Council, said  
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we’re looking at other wealth-governing measures, including new cooperatives. We’ve got 
an employee-owned transport consultancy, called TAS […] which began about five years ago 
that employs about thirty people. And a growing number of other cooperatives and other 
democratic companies, alongside a new, citywide Credit Union. […] That’s just the start. The 
next part is to create worker-owned businesses, where there are gaps in local suppliers with 
whom we’d like to do business. (p72) 
 
We do have a number of cooperatives, but we’ve also got a lot of charities, community 
interest companies, and social enterprises who would have liked to have been cooperatives 
but where there were barriers to setting up on those terms, so they became a social 
enterprise, a charity, or a CIC, but they’re operating on cooperative principles, and one or 
two of them actually consider themselves to be cooperatives. (p76) [28] 

 
In 2017 the Preston Cooperative Development Network was launched.  
 

The PCDN is conceived as the beginnings of a Mondragón style network organisation of co-
operatives, and the Network maintains strong links with the Mondragón Co-operative group 
in the Basque Country. 
The PCDN aims to provide a network for worker-owned co-operatives to take root in the 
city. [29] 

 
‘How we built community wealth in Preston. Achievements and lessons’ by CLES and Preston Council 
(2019) [13] reports that: 
 

The Council worked closely with academics at UCLAN [University of Central Lancashire] to 
advance the cooperative sector in the city, establishing the Guild Cooperative Network and 
Preston Cooperative Development Network. These initiatives have been helpful in 
developing worker owned cooperatives in the catering, tech, and digital sectors - for 
example, The Larder (a food cooperative) and the Preston Digital Foundation (specialising in 
digital transformation). 

 
I cannot find a comprehensive list of cooperatives in Preston. The ones mentioned by the Council 
represent only a very small and marginal alternative to the local private sector economy, which 
comprised 5,165 enterprises in Preston in 2018. [26] ‘Democratic by design’, a recent publication by 
Common Wealth, acknowledges that  
 

the UK cooperative, social enterprise, and employee ownership sector is comparatively 
small, and even Preston is only just beginning the local cooperative business development 
aspect of its Community Wealth Building approach. [30] 

 
There is more data available about social enterprises in Birmingham. According to ‘Birmingham 
Social Enterprise City: A Baseline Survey of Social Enterprise in the City of Birmingham’ (June 2019), 
out of a total of 43,950 businesses in Birmingham in 2019 there are 564 social enterprises, which 
represents about 1.3%. 75% of them engage in trading activities, and 38% have an annual turnover 
of less than £25,000. [31] In contrast, there are over 50 well-established social enterprises with 
annual turnovers of over £1m. (The five most populous trade sectors for social enterprise in 
Birmingham are Education & training 52%, Health, social care and welfare 41%, Community 
development & regeneration 26%, Advice, counselling & guidance 18%, and Creative, digital & media 
18%. There are none in manufacturing.) 
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So social enterprises represent only a very small and marginal alternative to the market-based 
private economy of Birmingham. They also represent only a very small percentage of Council 
procurement. For example, according to the Cabinet Member for Finance and Resources in 2020 the 
Council’s current four biggest procurement contracts in 2020 total £261m, of which £5.5m – 2.1% - 
goes to social enterprises. [32] 
 
Are Co-ops a strategy for socialism? 
 
Some advocates of Community Wealth Building, including the present Leader of Preston Council, 
Matthew Brown, have been explicit in their claims that it represents a strategy not just for a 
reformed capitalism but for a transformation to post-capitalist socialism. This is the claim that Aditya 
Chakrabortty endorsed in a Guardian article in March 2019 about the ‘Preston model’ headed ‘These 
are bleak times for progressives, but in Preston a socialist Dragons’ Den is proving to be inspirational’ 
[34]. He quoted Matthew Brown: ‘It’s about building an alternative to capitalism – a capitalism that 
has failed this city and this country’.  
 
In 2016 the journal Renewal published an interview by Martin O’Neill with Matthew Brown, at the 
time Cabinet Member for Social Justice, Inclusion and Policy on Preston City Council, under the title 
‘The Road to Socialism is the A59: The Preston Model’. [28] Matthew Brown says: 
 

We want to create a new economic system within Preston and Lancashire. (p71) 
 

It’s going to sound like a very dramatic statement but I think over the next twenty or thirty 
years […] we’ve got to move to a different system, bit by bit. I think we’ve got to move 
beyond capitalism to a new system. It’s not going to be the state running everything. It’s 
going to be a devolved economy, a democratic economy, using all these different 
mechanisms and institutions to localise wealth. It’s probably going to take twenty or thirty 
years, but it’s already happening, and it’s happening to our area. (pp74-5) 

 
The vision here is of the gradual spread of co-operatives and other non-profit social enterprises, 
displacing or taking over capitalist businesses one by one, until the entire capitalist economy is 
transformed into a socialist one. Brown is silent on the power of capital, including the big capitalist 
companies and the banks, backed by the power of the state, to resist this metamorphosis. A rather 
dramatic case in point in Lancashire is the aerospace industry – Lancashire is ‘Number 1 in the UK for 
aerospace with 500 aerospace supply chain companies; 4th largest aerospace cluster in the world’. 

 
Lancashire is at the heart of a UK aerospace industry that’s the largest in Europe, and second 
only to the USA in global terms. Ranking alongside Seattle, Toulouse and Montreal, 
Lancashire itself is one of the world’s top four centres of aerospace production. The county 
is an internationally renowned centre for civil and military aerospace – we represent the 
largest single concentration of aerospace production in the UK, employing 14,000 people. 
[34] 

 
The reality is, as Jonathan Davies notes, that ‘Cooperatives often subsist comfortably within a 
neoliberal political economy and without posing any challenge to it, though they too are subject to 
market forces and failings.’ (p507) [35] His critique of the Mondragon cooperative in Spain, which is 
held up as a model by CLES and by the leader of Preston Council, is echoed in ‘Chasing Utopia’ (2016) 
by Sam Gindin who concludes: 
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In short, co-ops, once an integral part of radical political movements, are now largely 
integrated into the capitalist order. They may lobby for particular changes, but they no 
longer mobilize alongside those fighting capitalism. 
 
Though worker-owned enterprises and co-ops have proven they can survive in particular 
niches or in economic spaces largely abandoned by corporations, confronting capitalism’s 
major banks and corporations is a completely different matter. 
 
It strains credulity to expect worker-led enterprises to march out of capitalism’s shadows 
and replace corporate capital without the kind of support that can only come from states. 
[36] 

 
The question of the role of the nation state is a key theme of the following sections. 
 
Community Wealth Building as a strategy for post-capitalist socialism? 
 
Thomas Hanna, Joe Guinan and Joe Bilsborough in ‘The ‘Preston Model’ and the modern politics of 
municipal socialism’ (2018) offer a more developed argument for Community Wealth Building as a 
strategy for socialism. [37] Thomas Hanna is a member and Joe Guinan is vice-president of The 
Democracy Collaborative in the US, which describes ‘our activities beyond research to include 
advisory services to city governments, community foundations, and anchor institutions; we engage 
in field-building activities designed to expand the community wealth movement and build the 
necessary national infrastructure; increasingly we focus on strengthening the state and local policy 
for wealth-building strategies’. The Democracy Collaborative is active in Britain as a partner of CLES 
and co-author of several of its publications, and also as a member of Labour’s Community Wealth 
Building Unit. Its co-founder and current co-chair is Gar Alperovitz who is also co-chair of its Next 
System Project, of which Guinan is executive director and Hanna is research director. According to 
Alperovitz:  
 

The approach and model outlined here—the Pluralist Commonwealth—offers a trajectory 
and pattern for wide-ranging institutional change towards real democracy over the long 
haul, guided by a transformative vision beyond both corporate capitalism and traditional 
state socialism. 

 
‘Chasing Utopia’ by Sam Gindin is a critical analysis of the gradualist ‘socialism from the ground up’ 
movement in the US of which Alperovitz is a leading figure. Gindin’s article is particularly relevant 
because Community Wealth Building in England is strongly influenced by the US movement including 
by the direct intervention of The Democracy Collaborative in alliance with CLES.  
 
Gindin comments that ‘Alperovitz asserts that the “next American revolution” is already underway. 
Alperovitz ‘adopts a gradualist “metamorphosis” framework and places considerable weight on the 
eclectic  development of “interstitial alternatives” that grow in the cracks of capitalism — “real 
utopias” that can eventually spread to capitalism’s core.’  Gindin concludes that 
 

The appeal of microcosms of a future world, such as co-ops and WSDEs [Worker Self-
Directed Enterprises] speaks to a common desire for substantive control over our daily lives, 
as well as a hope that such institutions might act as strategic battering rams for reaching 
socialism. 
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Moreover, the Marxist-inflected populism of this approach seems to offer an escape from 
either working within the system and getting co-opted, or waiting for a revolution that never 
comes. 
 
For many activists it also seems to contain the added bonus of sidestepping the messy 
complexities involved with confronting the state — even though the state stands at the 
center of property relations and capitalist power. 
 
In the end, however, this strategic orientation doesn’t cut it. [36] 
 

‘The ‘Preston Model’ and the modern politics of municipal socialism’ advocates a similar approach 
(though shorn of any Marxist inflection): 
 

…as a movement we need not wait for Labour to gain power nationally before we begin 
advancing ambitious programmes around a ‘new economics’ based on radical modern 
reinventions of municipal socialism. 
 
This suggests the potential basis for a new institutional underpinning for socialist politics, 
building support for our new economics from the ground up in a way that is far less scary 
and more comprehensible in a local context than it can sometimes appear at the national 
level. Our ambition, as the Corbyn Project, should be to bring about what Tony Benn termed 
“a fundamental and irreversible shift in the balance of power and wealth in favour of 
working people and their families”. Community wealth building is what that looks like when 
you start at the local level and begin creating systemic economic change from the ground 
up.  

 
This is the genre of political strategy that Jamie Gough criticises In ‘Urban neoliberalism, strategies 
for urban struggles, and ‘the right to the city’:  
 

the strategy of building a socialised economy at a purely workplace or locality level is 
doomed to failure. In recent years, there has been much enthusiasm from social-democratic 
and neoliberal politicians, and from many academics of the left and right, for a strategy of 
building the ‘social economy’, also known as community business or the Third Sector.[…] For 
some left academic commentators such as J.K. Gibson-Graham, and many leftwing ‘social 
entrepreneurs’, the sector represents the most feasible path towards a non-capitalist 
economy. But in reality, mainstream capital, in commodity, productive and money forms, 
severely restricts the expansion of the social economy, including through restrictive state 
regulation. […] the social economy can be a significant site for socialist struggle, but only if 
the strategy of autonomy and of ‘a socialised economy within one locality’ is rejected [...]. 
The social economy cannot gradually erode the capitalist economy. (p448) [38] 

 
As Sam Gindin says, 
 

The attempts to revive ideas of self-management are admirable in that they highlight the 
fundamental importance of challenging private property. 
 
But the project’s dominant populism underestimates the limits of doing so within capitalism 
and overlooks the fundamental necessity of comprehensively challenging and overturning 
existing property relations — which cannot happen without developing the class cohesion 
and institutional capacity to confront the capitalist state. 
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The result is the worst of all worlds: while self-management is confined to the fringes, the 
dominant corporations continue on their merry way; the hated state is ignored and left to 
continue hammering us; there are occasional outbursts that absorb energy but leave little of 
substance behind; the working class, for all its potentials as an actor, stumbles aimlessly on. 
 
Until the discussion is politicized such that it can go beyond a (legitimate) critique of statism, 
and begin to see the democratic transformation of the state as part and parcel of economic 
democratization — and the development of the class capacities to address this is made a 
priority — this “next big idea” will only be the Left’s latest failure. [36] 

 
Community Wealth Building and taking control of capital 
 
The most extended and strategically developed argument for Community Wealth Building as ‘this 
bold but practical agenda for a renewed twenty-first-century socialism’ (p82) is made by Joe Guinan 
and Martin O’Neill in their 2019 book The case for Community Wealth Building. [25]  
 

Based on the centrality of alternative models of ownership, Community Wealth Building 
offers the local building blocks by which we can set about a transformation of our economy. 
[…] Instead of icily indifferent global markets, it develops the rooted participatory 
democratic local economy. Instead of the extractive multinational corporation, it is 
recirculatory, mobilising large place-based local institutions – such as local government, 
hospitals, and educational institutions – in support of socially oriented firms that are often 
democratically owned and controlled by their workers or the community.  (pp2-3) 

 
At a time of renewed crisis and uncertainty on both sides of the Atlantic, the outlines of a 
new economic paradigm are beginning to take shape. Community Wealth Building is where 
this next system begins. (p115)  
 

This represents the familiar case for Community Wealth Building. What is different about Guinan 
and O’Neill’s argument is that they do not base their case solely on the gradual erosion of the 
capitalist economy: they are explicit that it requires taking control of capital.  
 

If the underlying trends are to be altered it is no longer possible to sidestep fundamental 
questions of ownership and control. Ultimately, a truly impactful alternative strategy must 
go after capital itself. (p34) 

 
Who owns and controls capital - productive wealth - is among the most fundamental 
questions of political economy, central to understanding the operations of any economic 
system. (p87) 
 
Democratisation of the economy at scale, including the commanding heights, likely requiring 
large scale national, regional, and municipal public ownership of corporations. (p97). 

 
Guinan and O’Neill present a number of policies which they state are necessary for ‘Moving to Large-
Order Change’ (p91) including: 
 

Public control of the financial system, such that we can move away from our extractive, 
growth-addicted, wealth-concentrating, 100-year-old corporate-dominated money and 
banking system to a new, democratic, and fully public model. (p93) 
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Democratisation of the economy at scale, including the ‘commanding heights’, likely 
requiring large-scale national, regional, and municipal public ownership of corporations… 
(p97) 

 
To achieve this requires a new element in the programme of  Community Wealth Building: 
transformative action by the nation state led by a political party in government. For Guinan and 
O’Neill, writing in 2019, before the general election, the strategic political instrument is a Corbyn-led 
Labour government. They claim that ‘The essential purpose of Labour’s ‘institutional turn’ is to bring 
about an egalitarian rebalancing of power through a reordering of the basic institutions of the 
economy’. (p113). ‘Widely described as a (merely) Social Democratic programme, Labour's 2017 
general election manifesto, ‘For the Many Not the Few’, in fact contains the seeds of a radical 
transformation beyond social democracy.’ (p109). 
 
These claims about the politics of Labour under the Corbyn leadership and what they could achieve 
are of course the subject of debate but examining them is beyond the scope of this paper. But the 
heavy defeat for Labour in the December 2019 general election extinguished the hopes that a 
Corbyn-led Labour government could be the political instrument that Guinan and O’Neill were 
relying on.  
 
What has been the impact of Community Wealth Building on the mainstream agenda of local 
government? 
 
The period when the Corbyn leadership of the Labour Party offered a policy alternative to the 
neoliberalism of the Conservative government and its impact on local councils was the context in 
which Community Wealth Building gained support within local government. It was promoted and 
supported by two organisations in particular, CLES and APSE, working with dozens of councils in 
England. The extent to which Community Wealth Building, even shorn of CLES’s more radical claims, 
has reshaped the mainstream agenda of local government, and especially Labour councils, rather 
than just becoming another set of policy instruments in their toolkit, can be exaggerated by its 
advocates.  
 
For example, the Local Government Association Labour Group represents all Labour councils in 
England and Wales. In 2019 it published ‘100 More Innovations by Labour in Power’. [39] 
Community Wealth Building features as one, with references to Preston and Lewisham. But the LGA 
Labour Group’s ‘2019 report and review’ [40] makes no mention of Community Wealth Building at 
all, and its 2019 publication ‘On Day One: Labour in local government’s priorities for the next Labour 
Government’ makes only one brief reference in its 72 pages.[41]  
 
In reality it seems likely that few Community Wealth Building councils are convinced by CLES’s claims 
or agree with Matthew Brown, now Preston council’s leader, that Community Wealth Building can 
spread, gradually displacing capitalism and creating socialism. Rather, councils have adopted 
Community Wealth Building as one element of their repertoire of strategies to keep the council 
afloat in the long period of neoliberal austerity, while enabling some modest reforms to alleviate 
some of the impact of neoliberalism. 
 
Community Wealth Building as the solution to the economic crisis after Covid-19? 
 
In 2020 the political context changed radically with the arrival of the Covid-19 pandemic, and with it 
came a new resurgence of claims, largely from CLES, claiming that Community Wealth Building 
offered the solution to the economic crisis created by Covid and the policies to use the crisis as the 
opportunity to transform the economy and end the dominance of corporate capitalism. 
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In April 2020 CLES jointly with The Democracy Collaborative published ‘Owning the Future: after 
Covid-19, a new era of Community Wealth Building’. [42]  

 
The opportunity now upon us is to make the aftermath of the Covid-19 pandemic and the 
coming effort at economic recovery and reform the moment for a rebirth of community in 
this country. 
 
To do this, we must refashion our vision and practice of Community Wealth Building as the 
vehicle to drive this systemic change. The present crisis makes the case for Community 
Wealth Building all the stronger, just as it strengthens the potency of the challenges to 
which Community Wealth Building is a response. In particular, Community Wealth Building 
offers a means to initiate and institute fundamental economic change at the local level, 
cutting the Gordian knot of a system that puts the accumulation of private wealth and profit 
above the basic needs of ordinary people and community solidarity. (p4) 
 
Community Wealth Building in this context must be understood as a fully integrated 
approach to transforming local economies from the ground up. It must realise its potential 
to develop institutions and build a new ecosystem rooted in participation and ownership by 
the community that will ensure a power base for long-term sustainability. (p11) 

 
In July 2020 CLES published a detailed 70-page report, ‘Own the future: a guide for new local 
economies’. [15] The leading role of local authorities is reaffirmed: 
 

Bearing in mind the significant financial challenges that local authorities face, it may appear 
that they have a minor role to play in the financing of economic recovery and reform. But 
the reality is that local authorities and other anchor institutions are key financial players in 
place. Their footprint covers pension fund investments, capital investments and finance 
provided as part of business support programmes. 
 
The proposals in the following section will allow local authorities to maximise their financial 
power in the service of the generative economy, by taking two approaches: 
1. Leveraging their investments as powerful drivers of change in the ownership and 
behaviour of businesses. 
2. Utilising their financial standing to support the formation, survival, recovery and growth of 
generative organisations. (p31) 

 
There is a more ambitious use of the powers of local government to intervene in and shape the local  
economy in ways additional to procurement. They include: 
 

• Dispose of under-used assets to new “public-commons partnerships” and socially 
generative businesses 

• Consider mechanisms to move some foundational services – e.g. broadband, public 
transport, housing - onto a more universal footing  

• Support or instigate community retail banking initiatives 
• Develop a “right to operate” model – making the reduction of negative social, economic 

and environmental outputs a prerequisite for public contracts 
• Consider new forms of investment and financial flows – e.g. municipal pensions 

investments - to deliver steady returns via a new local economic architecture (p5)  
 
What does this mean in practice? The example of Birmingham in 2020 
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Birmingham provides perhaps the most developed example of what CLES’s strategy in response to 
the Covid crisis can mean in practice. In ‘Owning the Economy: Community Wealth Building 2020’ 
CLES says: 
 

In Birmingham, we’ve seen a whole place approach to community wealth building continue 
to flourish under the auspices of the Birmingham Anchor Network, with a particular focus on 
utilising this approach to rescue, recover and reform the local economy. (p9) [43] 

 
Birmingham City Council’s new Delivery Plan, approved by Cabinet on 10 November 2020, states 
that ‘We will continue to progress our work on tackling structural inequalities in the city through our 
work on Community Wealth Building’. The City Council is part of an Anchor Network of seven local 
institutions working with CLES. It comprises the Council, the WM Police and Crime Commissioner’s 
Office, Birmingham Metropolitan College, Birmingham University, Queen Elizabeth Hospital, and the 
Pioneer Group (Castle Vale Community Housing and Stockland Green Housing & Training). CLES has a 
‘community wealth builder in residence’ as Network Coordinator. 
 

The network, which represents seven of the city’s largest institutions, a combined workforce 
of over 50,000 people and budget of over £5bn, has recently released an action plan which 
responds to the impact of Covid-19 on the Birmingham economy. (p8) [44] 

 
The Birmingham Anchor Network are now exploring mechanisms to fund and pilot a 
dedicated supply chain hub that can be an active “bridge” between the Network partners 
and Birmingham based SMEs. The hub will be delivered by Birmingham organisations who 
have the knowledge and experience of working with socially generative SMEs and would 
identify local SMEs that have the potential to add social value to an anchor network supply 
chain opportunity (i.e. businesses that pay the living wage, that look to maximise social 
impact, and in other words, have a social purpose). [45] 

 
WMPCC and Queen Elizabeth Hospital are also working together with the Pioneer Group on a pilot 
“hospitality to health” project to deliver pre-employment courses for the NHS for workers in the 
socially deprived area of Castle Vale who are at risk as a result of Covid’s impact on the hospitality 
sector. ‘The scheme just welcomed its first 10 participants.’ [46]  
 
These are projects that utilise the powers of local anchor institutions to create modest positive 
benefits for local workers and unemployed people in the context of Covid recovery. They may help 
to ameliorate the effects of ‘structural inequalities in the city’ but they do not tackle their causes, 
which lie in the workings of the capitalist economy and the neoliberal policies of the government. 
And they fall far short of what ‘Owning the Future’ claims are ‘a means to initiate and institute 
fundamental economic change at the local level, cutting the Gordian knot of a system that puts the 
accumulation of private wealth and profit above the basic needs of ordinary people and community 
solidarity’.   
 
Demands on government: a new element in Community Wealth Building  
 
The arrival of the Covid crisis in 2020 provoked a new element in the strategy of the Community 
Wealth Building movement (with the exception of Guinan and O’Neill’s 2019 book): demands on 
government. It could no longer avoid the issue of government policy because it was obvious that the 
gradual metamorphosis of local economies through Community Wealth Building was incapable of 
providing any solution to the depth of the Covid crisis: urgent and forceful government action was 
needed.  
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The set of demands that local councils should make on central government in ‘Own the Future’ 
include: 
 

• Buy outs not bail outs - support the development of local, regional and national state 
holding vehicles for business loans and equity stakes 

• Examine where devolution deals and growth deals may require further work with central 
government to support the needs of the place 

• Lobby vigorously for a new full and fair funding settlement for local government  
• Advocate to government for universal basic income and universal basic services as the 

basis of a new local social contract 
• Lobby for local flexibility to create progressive welfare and support services (p5)  

 
Demands on government are also an element in the response of Common Wealth, a think tank 
focused on democratic ownership in the economy. In October 2020 it published ‘Democratic by 
Design: A New Community Wealth Building Vision for the British Economy After Covid-19’ by Sarah 
McKinley, Miriam Brett and Mathew Lawrence. [31] Sarah McKinley is the Director for European 
Programs for The Democracy Collaborative and the European Representative  for the Next System 
Project. Matthew Lawrence is Director of Common Wealth and Miriam Brett is its Director of 
Research and Advocacy. 
 

Crucial to this is an understanding that, while community approaches to business can 
alleviate inequality and embed community wealth, it must not be expected to replace the 
role of the state, a state that itself must become more participative and democratic.  

 
Building the democratic economy will require a combination of policy actions from the top-
down in addition to the above-noted groundswell of strategies from the bottom up. 
Community Wealth Building is traditionally concerned with the latter, yet we believe that 
structural interventions, driven by a democratised state that reimagine economic relations, 
is essential to create the ecosystem for the flourishing of a democratic economy at all levels. 
In effect, they create the conditions for the fertile soil from which Community Wealth 
Building can grow.  

 
The section on ‘Building the infrastructure to the democratic economy: National policies and legal 
frameworks’ includes the following measures: 
 

‘The creation of a Social Wealth Fund’ ‘to purchase a broad range of assets in the UK and 
internationally’. 
‘A National Investment Bank’ 
‘A new fiscal settlement for local government’ 

 
The pressure of the Covid crisis has forced both CLES in ‘Own the future’ and Common Wealth in 
‘Democratic by Design’ to acknowledge that Community Wealth Building solely from the ground up 
is an inadequate strategy and that action by government is needed. Many of the specific demands 
that CLES and Common Wealth make on government in response to the Covid-19 crisis are part of 
the current common progressive liberal and left political vocabulary, and should be fully supported 
But the problem is that, as ‘Own the Future’ recognises, these demands are incompatible with 
Conservative government policy. 
  

In setting out these actions, we recognise that they go against some of the prevailing winds 
of the policy and financial framework of the UK. That is why, throughout this guide, we 
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supplement our practical prescriptions for action with information on national policy 
changes which are needed to truly realise reform. The proposals set out in this guide will not 
be easy. They run part-counter to the prevailing orthodoxy and the thrust of much UK-wide 
national policy and are hamstrung without a comprehensive and just financial settlement for 
local government. (Preface) 

 
Unfortunately, our current political and economic paradigm means that the most likely 
scenario the politicians will aim at is the bad – an attempted reversion, after the emergency 
response phase is over, to the status quo ante.’ […] It would be, in essence, a reinstallation 
of globalised neoliberal corporate capitalism, with all its contradictions and crises. (p7) 

 
This exposes the fundamental political flaw in the politics of the Community Wealth Building 
movement: it offers no strategy for challenging these policies of the Conservative government or of 
confronting capital - the powers of big business and the banks – and the state when it defends their 
interests at the expense of working people. The decisive issue is that of agency: what social forces 
are capable of resisting the Tory offensive and enforcing these demands?  
 
Community Wealth Building and the question of agency 
 
Before 2020 and the Covid crisis the Community Wealth Building movement in England showed little 
interest in politics at government level and made no demands on the Conservative government that 
had led the Coalition government since 2010 and had been in power since the 2015 election. The 
boom years of Community Wealth Building were the period of the Corbyn leadership of the Labour 
Party, during which it received the public support of the deputy leader John McDonnell and with the 
prospect of a future Corbyn-led government to provide the national policy context.  
 
During this period the strategy of Community Wealth Building was exclusively localist, building 
gradually from the ground up, as exemplified by the ‘Preston model’. In this period the Community 
Wealth Building movement’s chosen agent of change was local councils, exemplified by Preston of 
course but also three London boroughs and Manchester and Birmingham. But Community Wealth 
Building’s strategy for change did not include action by citizens against the effects of austerity. 
Community Wealth Building has no strategy for local resistance to Conservative government policy. 
Popular campaigning by workers and communities – including strikes and occupations - is precisely 
what is never mentioned by the advocates of Community Wealth Building.  
 
Collective popular agency is also, remarkably, equally absent from its strategy for its alternative of 
Community Wealth Building. There is no popular social movement for Community Wealth Building in 
England (in contrast to for example Spain), and, significantly, no attempt to build one. As CLES 
acknowledged in 2019,  
 

To date, the UK strains of new municipalism are emerging from the vertical power of 
councils and councillors, while the horizontal power of local communities and activism is on 
the periphery. Moving forward, there is much to develop as regards horizontal power. (p7) 
[23] 

 
By ‘the horizontal power of communities and activism’ CLES means the spread, very limited in 
extent, of co-operatives, not the development of democratic activist citizens’ movements at the 
local level. 
 
And now, in response to the Covid crisis, the agency that is intended to make these demands on the 
government is the local council. The demands on government that are proposed in ‘Own the Future’ 
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are intended for local councils to make: there is no notion of mobilising public support and 
campaigning. ‘Local authorities will be the pre-eminent agents in bringing together the tactics and 
approaches described above to shape just local economic recovery and democratic economic 
reform.’ (‘Own the Future’, p56). This is exemplified by the intended readership of the April 2020 
CLES publication ‘Rescue, recover, reform. A framework for new local economic practice in the era of 
Covid-19’:  
 

This paper is a practical tool for local authority politicians, senior officers and economic 
development professionals responding to the local economic shock of the Covid-19 
pandemic. It aims to provide a practical framework to respond to the immediate crisis and 
the urgent imperative to rebuild local economies which are more fair, inclusive and secure 
than those that existed before. [47] 

 
There is no mention of campaigns by trade unions, community campaigns and social movements to 
pressure government to act in their interests. For example, ‘Buyout not bailout’ is the exact opposite 
of the government’s current policy of bailing out big business with huge subsidies. But mass action 
to campaign for buyouts is notably entirely absent from CLES’s response to the Covid-19 crisis, as it 
has been for the entire Community Wealth Building movement. But the reality is that only mass 
action by workers and communities, including strikes and occupations, is capable of resisting 
government policies and defending social services and jobs, pay and conditions. 
 
Local councils and participatory democracy 
 
Citizen empowerment at the local level is a refrain of CLES’s publications. For example, ‘New 
Municipalism in London’ speaks of ‘new institutions and social arrangements that genuinely 
empower citizens’. [23] And in ‘The case for Community Wealth Building’ (2020) Guinan and O’Neill 
say: 
 

Community Wealth Building is about people coming together collectively as democratic 
citizens to exert control over some of the most fundamental aspects of their shared life 
within their communities - such as employment conditions, investment, and the direction for 
future economic development. (p48)  

  
This raises the question of citizen participation in the structures and procedures of local government 
itself, both because the council is the local institution of the state primarily responsible for 
implementing neoliberal capitalist policies and because it is the principal agent of Community 
Wealth Building’s whole strategy. Local councils are hierarchical bureaucracies based on 
representative democracy with little participatory democracy.  
 
What could the democratisation of local councils look like? It requires a new combination of 
representative and participative governance, enabling active participation by citizens in the strategic 
level of the policy process, far beyond forms of ‘co-production’ at neighbourhood level and the 
occasional online consultation. It should entail Council Committees with participation by the users 
and providers of services, and regular Citizen Forums.  
 
Yet nowhere do CLES and other advocates of Community Wealth Building make any mention of the 
lack of participative democracy in local government or call for measures to enhance it, presumably 
because they prefer not to criticise the bodies on whose leaderships their whole strategy relies. Nor 
are there any references to actual local campaigns and struggles by community organisations and 
social movements for participation, challenging the bureaucratic structures and processes of local 
councils. And a striking absence from the examples of Community Wealth Building in practice is any 
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evidence of reforms that have opened up council governance structures and procedures to 
democratic citizen participation. There is no evidence, for example, that Preston Council is any more 
democratic and participative in its decision-making procedures than other Councils, or than it was 
before it embraced Community Wealth Building.  
 
Of course no less hierarchical and amenable to participation, let alone public empowerment, are 
most of the ‘anchor institutions’ that Community Wealth Building relies on, such as universities, 
hospitals and police forces. Yet the absence of democracy there is notably not commented on by the 
advocates of Community Wealth Building, presumably for the same reason: proposals to 
democratise them would not only be dismissed, they would risk the end of any future cooperation 
with Community Wealth Building projects. 
 
Why is Community Wealth Building silent about mass action and local democracy? 
 
The explanation is a combination of two factors. The first factor is the class alliance on which the 
Community Wealth Building project depends, spelled out most explicitly by CLES. For Community 
Wealth Building the progressive forces in society are working people and the overwhelming majority 
of capitalists – the owners of small and medium-size businesses. The reactionary class forces are 
those of corporate capital. The political project of Community Wealth Building is to mobilise this 
potential progressive alliance to create a gradual metamorphosis of the economy. The strategy and 
tactics of this project must exclude any which risk alienating the mass of small and medium business 
owners on which it depends. That rules out actions which strengthen working class solidarity and 
militancy. And  
 
The second factor is that organisations like CLES rely on cooperation with, and often funding from, 
local councils and therefore will avoid advocating measures which challenge council regimes, 
including Labour ones. But local government is an apparatus of the state. Local councils are the local 
instruments of national state policy, bound by the combination of national government control of 
funding and legislative regulation. What CLES doesn’t say is that not only will popular pressure on 
local councils be needed to give weight to local authority demands on the national government, but 
also that active movements of resistance by community campaigns and council workers will be 
needed to challenge further government-imposed cuts being implemented by councils themselves, 
Labour as well as Conservative. Thus Community Wealth Building provides social democratic 
councillors with an ideological rationale for avoiding class conflict through gradual economic 
transformation from the ground up. 
 
Inside as well as outside the state: the question of political party 
 
Finally, active popular action to challenge the power of capital requires organisation inside the state 
as well as outside it – a political party. This is ignored by the Community Wealth Building movement 
with one exception: the publication in 2019 of The Case for Community Wealth Building by Guinan 
and O’Neill. They recognise the need for confronting and challenging the power of capital including 
at the national level, and that that requires a radical political party in government. Guinan and 
O’Neill championed the potentially transformative role of a Corbyn-led Labour government. But the 
Community Wealth Building movement is elsewhere is silent on the whole issue of political parties 
and the development of transformative policies within the nation state as well as outside it. The 
refusal to address the need for a political party or parties prepared to challenge capital at the 
national level, and also within local government, is a fundamental political flaw of the Community 
Wealth Building movement.  
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