

   NEIGHBORHOOD ECONOMICS


XVI. NEIGHBORHOOD ECONOMICS


neighborhood economics
 "All economics is a matter of choice" - Barbara Ward

Economics is the science of making choices and the choices we make have to do with our values.  Neighborhood economics presupposes that there are three sectors in our economy, the public, the private and the neighborhood. Each has its own set of values. There is a neighborhood sector in our economy precisely because there is a set of neighborhood values which are different from public sector values and private sector values. 
In the two required courses I took at St. Louis University, EC2 A and B, "PRINCIPLES OF ECONOMICS", we learned about two sectors, public and private. It was 1952 and the "Industrial Age" was in its full bloom. "Public-Private Partnerships" would solve our socio-economic  problems by bulldozing neighborhoods to clear the way for a brand new Pruitt-Igoe type high rise apartment complexes much nicer than the dilapidated places people lived in before the public-private partnership set out to develop their neighborhood. The Pruitt-Igoe disaster was dynamited into a pile of rubble only a short time after it was heralded as a model for urban development. The bigger tragedy is we didn't learn from Pruitt-Igoe but continued forming public-private partnerships to solve neighborhood and other social problems.  

Two good things came out of those required courses. The first: I forgot most of what I was taught and the second: I rejected two of the major premises which I didn't forget. One is the false notion we live in a zero sum universe in which resources are limited. Neighborhood economics is based on increase thinking not decrease thinking. I agree with Paul Pilzer's laws of "Economic Alchemy" which assert resources are products of technology and are, in fact, unlimited.
 

The other is the premise there are only two sectors in our economy. Whether you start from the traditional concept that resources are scarce or if you believe they are unlimited, economics is still about choices and values. We cannot keep ignoring a third set of values, the moral values that made our families and our neighborhoods and country strong. These values, much more than the public and private sector values, must exert a greater influence on our economic choices. Public and private sector values are focused on maintaining a market based economy. For these values we have a Master Card.  Neighborhood/moral values are concerned with the quality of our lives. These are the “everything else” not covered by Master Card.
neighborhood economics begins at home 
It starts with the radical definition of an economist we discussed in Chapters VII and XV. Economics in its root words, "oikos" and "nemien", means household management. Economics begins with the way we allocate resources within our households. A neighborhood economist is a good household manager. The neighborhood, the "para-oikos", the around the house place, is the environment and the local economy in which the household economy operates. If it is a safe and healthy neighborhood in which to live and do business, the household economy is strengthened and supported.

In his book, GOD THE ECONOMIST,
 Douglas Meeks shows why neighborhood economics does not fit within the science of economics as it is taught in schools today. Neighborhood economics is not based on a market driven economy, it starts with the premise economics begins at home. To Meeks “Household is connected with the production, distribution and consumption of the necessities of life.” Wealth creation begins in the home and overflows into the neighborhood. It starts with the house (oikos), expands to the neighborhood (para-oikos) and finally creates a new ecology (oikos-logos). Meeks shows how many passages in scripture make the connection between the household economy and God’s economy.
 
“Many of the biblical traditions represent God as engaged in creating, sustaining and recreating households. Household can refer to the people Israel, or the church of Jesus Christ, to families … or to the whole creation. God has made Godself responsible for the households of Israel and the church, the households of nations, and the household of everything God has brought into being. The … economy of God … applies to the life of the Christian community (Col. 1:25; 1 Cor. 9:17; Eph. 3:.2; 1 Tim. 1:4) as well as to God’s work of creating salvation for the household of the creation (Eph. 1:9-10; 3:9-10). Because of the peculiar promises made by this God, the life of God is inextricably connected with the livelihood and future of these households.”
God, a caring economist looking after us as she carefully distributes goods and services to each according to our needs, seems to contradict the Father God I learned about in my youth. In defense of my teachers, there are passages in scripture which tell us how God sits on his throne and passes judgment on us. Will the real God please step forward and show himself or is it herself? G. K. Chesterton has a good answer to the dilemma. “God made man in His [or is it Her] own image and likeness and man has been trying to repay the complement ever since.”
The question is important because an economy needs to be understood and supported by a majority of the people who live and work within its laws. The question is important because the way we think about God will shape the way we think about ourselves and our economic system. 


the modern market economy
The market was an important part of the household and neighborhood economy for thousands of years. It was only with the advent of the Industrial Age that the market replaced the household and the neighborhood as the center of the economy in the industrialized world. In places like Kikaikelaki Cameroon where life remains relatively untouched by the Industrial Age, market day is still a fun day. It is a meeting and greeting day. It is a bargaining and haggling day. It is a world away from the frantic activity on the floor of the New York Stock Exchange between opening and closing bell. The modern free market economy is theoretically ruled by an abstract “invisible hand” which took over God’s place in deciding how goods and services would be distributed to households. Market forces began to govern. Men in three piece suits took God’s place as our economist. In order to sell this new economic system industry leaders needed to create a God who would justify their behavior. Fortunately the God of Israel provided the image of a king in battle against all His people’s foes. Based on the belief in a dominating God, our national religion can justify and promote a property class and its vast economic power. 
While I sat in PRINCIPLES OF ECONOMICS class trying to understand all the X curves, a “Property Class” grew in power as it monopolized the market. Perhaps I should have paid more attention. I now remember the y axis represented price and the x, quantity. Looking back at the graph it is clear that in our modern economics scarcity is a function of profit. As the Director of the Brightwood Economic Development (BED) office,
 I was able to look at our economy from the vantage point of a poor neighborhood and in the eyes of its residents. I remember how we tried to bring a small Puerto Rican restaurant into our shopping center only to find the city of Springfield had given a large restaurant chain a covenant which restricted any new restaurant from opening within five miles from a restaurant it located just outside Brightwood. Years earlier while in Cameroon, I remember kids in Kumbo market after it closed playing soccer with grapefruits and cabbages their mothers were unable to sell. Why don’t they ship the grapefruits and cabbages to Douala, I asked, where they could sell these and other fresh fruits and vegetables at lower prices than the processed food flown in every night from Paris? These are only two of many examples of an economic system which doesn’t work for an underclass. It took moving into the Brightwood community to begin to understand the system as well as my neighbors did. We lived in a red-lined neighborhood where police brutality was commonplace. Because we understood and critiqued the way the American economic system had enslaved us there was no problem reorganizing Casa Credit Union into a community development credit union (CDCU). 

In 1972 when we first talked of a community development credit union for Brightwood, poverty was understood to be the problem. There were only few of us who understood the problem was our unsustainable economic system. Julius Nyerere understood when he said, “The problem isn’t poverty. If poverty was the problem we could solve it in a month.”
 But in 1972 almost no one questioned the Industrial Age economic system which had given the world so many wonderful benefits. Before we changed its direction BED’s focus was getting jobs for Brightwood “certified disadvantaged” residents. Neighborhood leaders from across the US were organizing to force Congress to pass the Community Reinvestment Act. CRA would require banks to disclose how much of a neighborhood’s savings is reinvested into the community from which the savings came. CRA is a political act to gain neighborhood access into the banking and loan system. These moves were focused on bringing the poor back into the system and giving them their fair share. The CDCU on the other hand was focused on changing the system back to a neighborhood economic system which would support the household economies in the neighborhood.   
In 1972, the only challenge to the “free enterprise” capitalistic system came from state run communistic and socialistic systems. But both the “free enterprise” and the state run systems were materialistic. Both treated the worker as a commodity. Both supported a strong military to uphold their systems. Neither recognized the central role of the household. One denied God. The other worshipped a false God. Since then the state run, top down, systems have been discredited. Isn’t it time to put our multi-national corporation capitalism to the same critical analysis?  
Thirty five years later many more people have come to realize it is not the poor who are their enemies it is the system. While politicians from both the Democratic and the Republican parties still praise our economic system, people in the towns and cities have become aware the top 1% of the people in our country, the “super rich”, now own over one third (⅓) of our country’s wealth. The next 19% (Corporate Managers, Professionals and Business Owners) account for the next 51% of the wealth. CEOs make 160 times as much as the average U.S. production worker earned last year. When Home Depot stockholders lost money year after year during CEO Bob Nardelli’s time in office demanded he be fired, the Home Depot Board of Directors sent him on his way with a $250,000,000 severance package! While the Securities and Exchange Commission was investigating John Tyson at Tyson Foods, John got a $5,400,000 raise. 
84% of our nation’s wealth is owned by 20% of the people. This leaves only 16% of our nation’s wealth to the remaining 80% of us, the small business owners, the JOB (Just Over Broke) wage earners, the poor and homeless.
 Every day the gap between the rich and the poor gets worse.  Over the past six years, incomes to the super rich have increases 1.7% while the medium income to the next 19% has dropped 0.6%. The medium income in the next 20%, the middle class, has dropped 0.7%. The medium income in the next 20%, the lower middle class, has dropped 0.5%. The medium income in the next 20%, the poor has not changed.
 The gap between the rich and the poor is greater in the US than any other country in the world. The super-rich, the top 1% have a combined income greater than the lower 90% of the people in our country. 
Over the past quarter of a century our government has moved from a democracy (government by the people) to a corporatocracy
 (government by the corporations which rule our economy). As gas prices rose last year, Exxon/Mobile posted record profits. Families in the US spend twice as much on health care as families in other developed nations. In return they get one of the worst health care systems in the western world. One need only look at the “Part D, Medicare Prescription Drug Plan” to understand why. Soon after the law passed, Congressman Billy Tauzin, the Chairman of the committee responsible for the bill, retired from Congress and went to work for the Pharmaceutical Association, PHRMA, for a salary of $3,300,000 a year. Tauzin negotiated his contract while pushing for the bill’s passage. 

The bill is a scandal. Unlike the health care contracts with Federal employees and the Veterans’ Administration in which our government can shop and negotiate the drug prices, the “Part D” bill requires Medicare to pay the drug prices dictated by the pharmaceutical industry. Because of this provision 61% of the estimated $228 billion seniors will pay for Part D drugs will go into the drug maker’s profits. Unlike A, B, and C which are run by Medicare at a 1% cost, Part D is administered by the pharmaceutical companies at a 61% cost. With these profits the Drug CEOs can pay themselves multimillion dollar salaries. Last year the CEO at Merck, Raymond Gilmartin, made $37,386,981 and was given another $12,567,101 in stock options. Not to pick on Raymond, all the other drug tsars get similar salaries. If that doesn’t make you mad consider Ray’s hourly wage is $25,177.04 when you add his stock options. In a world where half the people earn less than $2.00 a day, does a CEO salary of $25,000 an hour pass a neighborhood fairness test?”

Since May 2000 when OIKOS announced its plan to rebuild our “national economy, one wealthy neighborhood at a time” I have been on the defensive for attacking our market based and cherished economic system. I have been called a communist. My idea of a neighborhood based economic system governed by the neighborhood household economists has been branded silly and unrealistic. Many well meaning and thoughtful friends admit the faults of our current system but say in resignation; “We have the best government and the best economic system money can buy.” And I admit they are probably right.
But that does not prevent me from doing everything I can to rid my country and the world of a system that has brought us wars and economic slavery to millions of people in the last 100 years. I cannot let a system go unchecked which created a world where over half its people earn less than $2.00 a day. A supply and demand theory does not justify millions of children living in poverty. There are 3.5 million homeless in the US today and that number is growing so rapidly there might be 4 million by the time this book goes to print. Our country’s growing prison population is now the largest in the world.
In the light of these figures it is hard to argue that our current economic system is working. In the light of these figures I make no apology for promoting neighborhood economics. I took your time and my space to show how a neighborhood/household based economic system most closely reflects the relationship between God and His/Her household, “which is still and once was from the very beginning yearning and groaning for the freedom of the children of God (Romans 8).
 A neighborhood based economy takes responsibility for the families living in the community. For a deeper study of how neighborhood economics is closely in line with God’s economics I recommend reading M. Douglas Meeks’ book GOD THE ECONOMIST. (See footnote 1, page 351)

three sectors in our economy is a balanced economy
Neighborhood economics cannot replace market based economics. It can only check and balance it by supporting the neighborhood part of our economy. The parable we learned in the last chapter about the man who built a tower with a weak foundation supporting one of its three legs makes this point. The OIKOS plan to rebuild America one wealthy neighborhood at a time is not about replacing our market based economy with a neighborhood based economy, only about balancing it. I am not the “quiet American” Graham Green talks about in his book, “going around like a dumb leper who has lost his bell.” I am not inventing a “third force”. The plan outlined in the next chapter is about restoring neighborhoods and their households to their historic places as the moral centers of our economy. I am not about to give up my computer on whose keyboard I am typing this book. I enjoy our air-conditioned home and all its amenities. 
Nor do I believe business is essentially an amoral activity.
 Lorraine and I have owned businesses since we opened OIKOS on January 1st, 1975. We enjoy owning our business. We are proud of the ethical standards to which we hold ourselves and our employees. Everyday I hear stories of business people who believe in much more than the bottom line. In contrast to the CEO greed sited above, the New York Times reported Ethan Berman of RiskMetrics “requested that he receive no increase in salary, zero stock options, a smaller bonus than last year and a piece of the company’s profit sharing equal to that received by all employees.”
As we saw in the last chapter, neighborhood businesses were an important part of the Mary’s Home economy. In the next chapter we will see how important neighborhood businesses are to the neighborhood’s economy.
A strong neighborhood economy is an essential part of a strong democracy. In a prosperous neighborhood community people tend to be involved and more concerned with events which might have an impact on the lives and their community. 
We saw in previous chapters how the Industrial Age and its systems destroyed neighborhoods and isolated families. In the process people lost hope in a democratic process. When I ran for the 115th District seat in the Missouri House of Representatives in 2006 one of my five key issues was “Restoring Democracy”.
 I thought this might be an issue on which I would be challenged. On the contrary everyone I talked with accepted the fact we had lost our democracy. Some even asked why it took me so long to discover this. The attitudes ranged from it doesn’t matter how I vote it won’t make a difference to I haven’t voted since 1980. I met one man who was sure our government was behind the 9/11 attack. When I asked what he could do about it he rolled his eyes to heaven. Later I heard one-third of the people in this country think our government was in someway responsible for 9/11 and like the man in my District they are not willing to do anything about it.
 Surveys verify the apathy of voters in our nation. The polls say it never has been so bad. Of 178 countries studied the US ranks 138th in voter participation. I lost the 115th because the few Republicans left in the District outnumbered the few remaining Democrats. Our meetings resembled a senior citizens get together. 
Power abhors a vacuum. When people stopped caring who was elected, corporations and their lobbyists began buying elections. Billy Tauzin’s move from the Chairman of the Congressional committee responsible for the MEDICARE bill to a $3,300,000 yearly salary with PHRMA shows there is a revolving door between industry and government. Government which is supposed to control corporate greed regularly appoints private sector leaders to serve on the agencies which had been created to regulate them.
 A Senate amendment offered in the 2006 session to have oversight over the contracts with Halliburton and other contractors employed by the pentagon in the Iraq war was tabled by a roll call vote of 55-43. This was done by our Senators after hearing documentary evidence of gross fraud and abuses by these contractors. 

Our plan to “rebuild our national economy one prosperous neighborhood at a time” is more than an economic plan. It has a political agenda. Neighborhood people are conservatives at heart. When they again have a neighborhood worth conserving they will do what it takes to preserve and conserve it. Prosperous neighborhoods will again become the building blocks for a strong city, county, state and nation. Over the past quarter of a century our government has moved from a democracy to a corporatocracy. A nation of strong neighborhoods can generate an informed electorate to replace the corporatocracy with a democracy.  
a neighborhood economic model

Our OIKOS business in our home on 94 Abbe Avenue in Brightwood was the prototype for a neighborhood economic model which is the subject of this book. When we opened our business we were still twenty years away from an Information Age revolution which positioned the household again in the center of neighborhood, national and world economies.

The first part of the economic model says that industrial development begins at home. 94 Abbe Avenue looked like any other three story wood frame house on the block. The Johnsons lived in the downstairs apartment and the Barnicles lived on the second floor. What you didn't see from the street was the industry on the third floor bringing over $20,000 new dollars into Brightwood that year. 

Casa Credit Union provides the second part of the model. By depositing its income into a special account in Casa Credit Union, OIKOS provided capital for Tony Comforte's home renovation business. Because Tony had the capital he needed to operate he could bid jobs outside of the Brightwood neighborhood that brought new money into his house. He used this money to pay off his loan to Casa and deposited the surplus into his share savings account at Casa. Casa now had even more money to circulate into the Brightwood economy. 

In three short years from its opening in 1974, the Casa money engine had financed 35 home mortgages in the previously redlined Brightwood neighborhood. In the North West Province of Cameroon, 4,000 miles away, a score of village credit unions were telling similar stories. While I was working with Tony Cabrera, the Manager of CASA on a daily basis, I was in regular contact by mail and occasionally by phone with Michael Bansaka, the former principal of the Kikaikelaki School and the Manager of the West Cameroon Credit Union League. From Kitiwum to Witicum, from Mamfe to Bamenda
 the story was the same. Villagers were organizing Credit Unions to change the direction of the money that came into their neighborhood communities.  New industry was being created with the new money. 

There are two parts to every economy. The first part is industry. Industry creates the new money which comes into the economy. much comes from the paychecks of people who work outside the neighborhood. It also comes from businesses that market their services or products outside the neighborhood. This is the new money which comes into the neighborhood. The second part has to do with old money. This is the money that came into the neighborhood in previous income periods. This is last month’s paycheck and last month’s profits. Both parts are important. It is important for new money to come into a neighborhood regularly. It is equally important for a neighborhood to hold on to that money and keep it circulating around the neighborhood. This is why a community development credit union is so important in building a strong neighborhood economy.
I like to use Dr. Julius Nyerere’s analogy of how a poor neighborhood’s income is like water that falls on the driest parts of the land and rushes to the streams and on to the rivers and finally into the ocean where the water is most abundant. So too does the money that comes into the poorest villages and urban neighborhoods rush out to the banks and on to the capital centers of the world where the money is most abundant.
 The first task in recapturing the land is to dam up the streams and capture and divert the water into the fields so that they can produce the food a community needs to survive. Most of the neighborhoods in America today hold onto their income like a sieve holds water. The obvious first task for neighborhoods wishing to build a strong neighborhood economy is to capture that income. This is why a credit union with a neighborhood agenda is so important. 
Once the credit union has captured the neighborhood’s income the next critical step is to find ways to reinvest this money back into the neighborhood economy. In doing so the neighborhood creates new wealth. This is when the neighborhood credit union becomes a community development credit union. As it becomes better in carrying out its mission, the velocity (speed and direction) of the money circulating increases providing more and more capital needed to build and sustain a healthy community economy.

With the advent of the Internet, the information age technology, women owning businesses, consumers demanding locally produced organic food products and the higher costs of travel outside the neighborhood more and more investment opportunities are opening up within neighborhood economies.   

In the next and final chapter we will look at a neighborhood economic development plan that has been tested and works. 
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