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How To Use This Case Study

The Table of Contents that follows identifies chapter locations for the reader. To help the

reader use this case study most effectively, here is a brief introduction to each of the

chapters. The executive summary and chapters are written so that the reader can review

them independently of each other. The reader can use this case study as both an education

and reference tool.

Executive Summary. This synopsis introduces the reader to the Olympic Peninsula of

Washington State and to Clallam netWorks. It provides a summary of the measurable

successes achieved from May 2000-September 2004 and provides an overview of the local

and state economies when ViTAL Economy arrived in Clallam County, Washington.

Chapter I. ViTAL Economy Comes To Clallam County sets forth the economic and

financial climate as well as the mindset of community, business and government leaders in

May 2000.  It provides a roadmap for how the ViTAL Economy process unfolded in Clallam

County as citizen leaders used it to create a changed awareness of  what they could achieve

in growing the Clallam economy. Comments from community leaders describe the impact of

the process on them and the five-year economic strategy they developed that would

transform the North Olympic Peninsula.

Chapter II. Clallam netWorks is Born recounts how the Clallam County Economic

Development Corporation conceived and launched Clallam netWorks. It introduces the

concept of rural industry clusters as well as key process tools and methodologies transferred

to community leaders. The specific goals of the 2002-2007 economic and community

development strategy plan are described and a summary of early stage achievements is

provided. A review of the research leading to development of citizen led action plans is

provided together with an overview of the Foundations Report that led to significant change

in leadership and organizational frameworks governing economic development.
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Chapter III. Clallam netWorks Achieves Measurable Successes explains the actions that

Clallam netWorks industry cluster teams took to implement business plans evolving from

cluster team recommendations. It describes the role of new financial structures created to

finance these business plans and describes the achievements that have led Clallam netWorks

to be recognized as a model of successful rural economic transformation.

Chapter IV. Clallam netWorks Links Cluster Activity to Economic Growth Goals

provides an overview of how the work of selected industry clusters, Marine Services,

Agriculture, Forest Resources, Education and Training and Technology achieved their

goals and exceeded Clallam netWorks 2007 goals by September 2004. Cluster participants

describe their experiences and their specific project challenges and accomplishments.

Chapter V. May 2005 – Clallam Leaders Look To The Future describes in the words of

Clallam leaders what Clallam netWorks has done for them and how they will continue to

apply the lessons learned from ViTAL Economy to chart a positive economic future. It also

outlines challenges Clallam netWorks and other communities can face in assuring adoption

of the collaborative leadership behavior that is required to successfully transform and

sustain a rural economy.
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Executive Summary

This Special Place Called Clallam

Clallam County is situated on the northern extension of the Olympic Peninsula in the

Western edge of Washington State…the northwestern most point of the contiguous United

States. Almost half of the county’s geography is surrounded by water. To its north and west

lie the Strait of Juan de Fuca and the Pacific Ocean. A short 17 miles across the strait is the

Canadian territory of Vancouver Island, British Columbia. On a clear day you can see the

city of Victoria, capital of British Columbia. Almost half of Clallam County is designated as

part of the Olympic National Park or Olympic National Forest.

Clallam County has a population of 65,900 people spread across a rural geography of

1,745.2 square miles. It is considered by many to be one of the most scenic places in the

U.S. The county’s Pacific coastline consists of rugged and windswept beaches, bays,

terraces and deltas. It’s northern shoreline rises rapidly 7000-feet from the waters of the Juan

de Fuca Straits to snow covered Mount Carrie and Hurricane Ridge within the Olympic

National Park. Southwest Clallam County is filled with thick jungles of evergreens and

undergrowth, which form tropical rain forests at the base of the Olympic Mountains.
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Clallam County was established on April 26, 1854. Fur trading by white settlers began in

1863 through the Hudson’s Bay Company. By the 1890’s the packing and canning of

salmon, clams and clam nectar and agriculture provided the majority of jobs. The lumber

and wood industry were the major source of manufacturing jobs into the 1970’s. The

inflation and recessions of the 1980’s and the spotted-owl crisis of the same decade jointly

devastated the Clallam County economy. This economic transition produced jobs that did

not pay nearly as well as the jobs provided by the lumber and wood industry affected by

these crises. This resulted in a net decline of 11% (adjusted for inflation) in the average

annual county wage between 1970 and 2000.

After 30 years Clallam citizens were asking the same questions you might ask

Everyone said it could not be done.  We have already tried everything else and nothing has

worked. We just keep getting poorer, sicker and older. Why should we try anything new?

Do people believe your rural economy is dying, old or out of touch?

Is it possible to transform a remote resource based economy, whose traditional economic

strengths have disappeared and been overtaken by global competition, into an economy able

to compete on a global stage?

Does your rural community believe that they have tried everything and nothing has worked?

What if you knew what could work to transform your rural economy? What is that

knowledge worth to your rural community and its quality of life?

The Clallam netWorks story answers these questions, which are asked by citizens and

leaders of distressed rural economies everyday throughout North America.

Discover your similarities with Clallam County, Washington and learn what worked for

them. Follow this remote rural community as it turned three decades of dramatic economic

decline into an economic growth engine in four years (May 2000- Sept 2004). Learn how



©2005 ViTAL Economy, Inc. 10

adoption of a proven and disciplined process enabled and energized a group of citizens to

transform an economy that was overrun by multiple layers of conflicting government

regulation.

This case study documents the results of the Clallam County initiative, known as Clallam

netWorks, that was launched by the citizens of Clallam County to transform their rural

economy.  It tells the story of community leaders from the private, non-profit and public

sectors taking the risk of believing that adoption of the disciplined principles and processes

of a ViTAL Economy would enable them to take control of their own destiny and realize

positive economic achievements that had eluded their economy for thirty years.

Learn how this regional economy, through Clallam netWorks, set economic diversification,

growth, job creation and wage goals that have made its economy a shining star of economic

prosperity in Washington State and a national model for sustainable transformation of a rural

economy. Clallam County reversed its 30 straight years of economic decline through an

industry cluster strategy uniquely designed for a rural economy by ViTAL Economy, Inc.

based in Riderwood, Maryland. As of September 2004 Clallam NetWorks had:

• Expanded the county job base by 9,310 jobs from 23,920 jobs in 2000 to 33,230 jobs

in 2004. The labor participation rate rose from 62% to 75%

• Increased total annual wages as of 2004 by 55.5% or $326, 661,040

• Raised annual retail sales by 35% or  $232, 270, 834 from 2001 to 2004

• Dropped the unemployment rate to 5.7% in 2004 from 7.9% in 2000

• Raised county average wage from 66% to 70% of state average wage

• Removed the county from state’s distressed economy list for first time in 30 years

• Reversed the K-12 pace of enrollment decline by 25% of the 5 year forecast

• Increased private healthcare payments from 43% to 46% of medical revenues

Clallam County achieved these remarkable accomplishments between 2000 and 2004, when

Washington State during this same time frame went from one of the lowest to one of the

highest unemployment rates in the nation. In essence, Clallam County went into a mode of
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rapid economic expansion at the same time Washington State went into economic recession.

Olympus Consulting documented these results in a recent independent economic study

commissioned for Clallam netWorks.

This case study documents how business, public sector and not-for-profit community leaders

came to recognize that their past did not have to be the prologue for a declining future.

Understand through their words how ViTAL Economy’s approach to economic

development empowered them to take control of their economy.  By the end of 2004, a

defining moment in the county’s history took place when unprecedented growth in

residential construction, major retail development in Sequim and industrial expansion in

Port Angeles occurred. Complementing this increased development activity was a dramatic

increase in rural desirability for working families, higher than state average growth in retail

sales in 2003 and increased enrollments in public school districts. The most striking aspect

of this economic activity was an increase in employment of 1100 people in 2004 alone. This

revealed a need to integrate workforce development policy and economic development

strategy into a comprehensive economic and community development strategy that would

address the unique issues of a shrinking labor pool.

How did this happen? It happened because an expanded leadership base of Clallam County

citizens drew a line in the sand and said “we have had enough”. They determined that they

were no longer going to be victims. Instead, they were going to take direct action to change

their lives, the lives of their fellow citizens and the lives of their children. They knew it

would not be easy. They knew that hard and long-term work would be involved. They said,

“We are going to create a climate of economic prosperity and opportunity rather than a

climate of economic despair”. Clallam County was no longer going to continue to be

comfortable with its ever-declining economic condition.

The Clallam netWorks story is also the story of how a proven process developed for

distressed rural economies by ViTAL Economy was applied in Clallam County. It describes

how ViTAL Economy collaborated with local community leaders in an open and fluid

process of capacity assessment, capacity building and knowledge transfer. This case study
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demonstrates how a process built on sound business principles can be learned and applied

consistently over time by a cross-section of citizen leaders. It also documents the challenges

still faced by the leadership and citizen champions of Clallam netWorks. Four years of

unparalleled success could be reversed through inertia and complacency. Dissenters, who

represent the rear guard, who were in control during three decades of economic decline,

could also try and reverse success. Chapter V discusses these challenges and suggests

strategies to address them, so that long-term growth of the Clallam economy is assured.

Through the Clallam netWorks experience, this study documents how rural economies can

prosper even in the midst of a negative economy in the geographic regions that surround

them and upon which they formerly thought they were dependent. It is hoped that the

documentation of the results achieved by Clallam netWorks will provide inspiration to

hundreds of rural communities in economic distress that they too can build a ViTAL

Economy that will benefit their communities for generations to come.

Like so many rural economies, the North Olympic Peninsula is a special geography valued

by citizens of every generation. Before we unfold the Clallam netWorks story, listen to the

poetic words of a long ago wilderness traveler as they describe this unique place called

Clallam County, Washington at the northern edge of the Olympic Peninsula.

This Olympic place,
The gentle branches of eternal trees touch me and heal me.

The mountain breezes give me their energy and inflate my soul.
The powerful rivers and wondrous meadows

Instill in me a passion and excitement I thankfully cannot shake.

When I am in this place, I know no fear or anger.
My mind is set free from the puppet strings of society.

Here I can be a human being.

Here I am close to creation, my person is whole, complete.
Deep in these forests, I feel only goodness

and am compelled to be good.
For myself, this place is Olympic
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I: ViTAL Economy Comes To Clallam County

May 2000 - Economic and Financial Climate of Clallam County

In early 2000, the economic climate of Clallam County, situated on Washington State’s

North Olympic Peninsula, was sluggish and suffering from a 30-year decline. The Clallam

County Economic Development Corporation (EDC) was looking for a new executive

director. The county had just experienced another series of plant closings that left 500 more

high wage earners without jobs. This steady decline started in the early 1970’s as the forest

resources industry was decimated by market conditions and international competition in

manufacturing. It continued through the 1980’s and 1990’s with the dramatic reduction in

timber harvests by 80% caused by environmental concerns and changes in state and federal

regulations.  Karen McCormick, CEO of First Federal Savings and Loan said, “Stagnant is

the word that comes to mind when describing the community before Clallam netWorks. The

mood was one of great frustration and polarization”.

In May 2000, a national rural telecommunications company, FairPoint Communications,

sponsored ViTAL Economy to bring to Clallam County its integrated and measurable

economic and community development strategy specifically designed for rural economies.

ViTAL Economy’s initial assessment of Clallam County’s need and readiness for change

convinced local citizens and their leaders that they needed to radically transform their

approach to economic development. By August 2000, the EDC and its funding partners

entered into a memorandum of understanding to launch a ViTAL Economy initiative.

Through a number of community forums and individual community leader interviews,

conducted throughout Clallam County from Port Angeles to Neah Bay and from Forks to

Sequim, the ViTAL Economy team gathered perspectives on the economic condition of

Clallam County and the community’s perspective on the future of Clallam County. The

results were summarized in a report to Clallam County economic development leaders.
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Through this report Clallam County citizens summarized current conditions as follows:

• Lack of county wide collaborative behavior

• East versus West mentality related to geographic separation

• Turf conflicts between agencies and taxing jurisdictions

• Political jurisdictions viewed each other as competitors rather than as partners

• Communities constantly competed over limited and scarce resources

• Culture of dependency and lack of control over economic outcomes

• Gradual acceptance of their continuous state of economic decline

• Limited awareness of the critical need for an economic sense of urgency

• Lack of knowledge of the magnitude of county economic development assets

• Clinging to old economy behavior, with no strategy to change economic trends

• Economic development seen as the job of government

• Limited private sector or citizen involvement was both a result and a reality

• Geographic location seen as a liability, not a unique asset of significant value

The condition of the finance and investment environment needed to support the growth of

the local economy with new sustainable economic engines was not much better. Community

and finance leaders identified the following financial resource and mindset gaps in the

county.

• Debt & equity capital for new and emerging firms difficult to obtain

• Venture capital viewed as non existent and unfamiliar

• Attraction, pooling and leveraging of angel capital limited

• Financing for affordable quality housing difficult to find

• Limited micro loan availability

• Marine and tribal related financing difficult to secure

• Limited business access to revenue bond financing

• We are risk averse and opportunity handicapped
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The result of these collective attitudes and behaviors created a sustained atmosphere of

continuing economic decline. This is dramatically illustrated in the table below, which

compares state and county annual covered wage. The average county wage in 1970 was 94%

of the average state wage. By 2004, the average county wage had declined to only 66% of

the average state wage.

Table Comparing County, State and U.S. Covered Wages

This gradual decline impacted families, healthcare, education, and criminal justice. Public

jurisdictions saw a significant decline in their tax revenues largely based on a resource

extraction dependent economy. What had once been a vibrant economy soon lost its vigor.

Eventually, even those with skills unrelated to timber found themselves unemployed. A

lingering malaise clouded Washington’s north peninsula, stifling its recovery. Communities

began to view themselves as victims of circumstances beyond their control; the common

feeling was that the government was taking away their livelihoods. By the end of the

century, thirty years of inertia had resulted in acceptance of what had become a protracted

economic tragedy. “As long as I could work three jobs instead of two, or two instead of one,

and my lifestyle wasn’t affected, it was OK,” was the comment of many people.
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August 2000-June 2001…A New Beginning, Building a Connected Economy

Community leaders decided that a new economic development strategy was needed to

address the long-term issues facing Clallam County. The old methods of recruitment, based

on industrial age attraction theory, had not worked. Karen Rogers, owner of Karen Rogers

Consulting, an early participant in Clallam netWorks and a current Port Angeles

Councilwoman, stated, “ We were fishing for companies that didn’t fit here…we were trying

to put square pegs into round holes”.

Finally, Clallam leaders had determined that they would heed the admonition of the Quality

Circles guru, W. Edwards Deming…. “The definition of insanity is continuing to do the

same things over and over again, each time hoping for different results”. The time had come

to try something different…ViTAL Economy’s proven collaborative strategy.

The Clallam County EDC agreed to adopt the ViTAL Economy approach because this

method addressed economic development from a practical business standpoint. ViTAL

ViTAL Economy Approach

Integrated
Finance &
Funding
Strategy

Economic and
Community
Development

Plan

Business
Incubation

&
Skill

Development

Connectivity Enabled Strategy
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Economy had demonstrated that they were business strategists first. Their process was

proven. This approach provided all the components needed to drive economic growth:

(1) A cluster based economic and community development strategy, based on sound

business principles, and uniquely designed for rural economies

(2) Business incubation and workforce development resources tied to this strategy

(3) Integrated equity and debt financing designed to accelerate implementation of action

plans, and bring new sources of capital to the county

(4) A comprehensive approach for crafting a connectivity resource strategy designed to

be the foundation for knowledge enabled economies

(5) A commitment to capacity building and knowledge transfer

Following ViTAL Economy’s rule that, “someone has to be Moses,” Jim Haguewood, a

successful local entrepreneur, accepted the job of EDC executive director. “We now had a

person as executive director who actually had experience in making a payroll,” says Karen

Rogers. Haguewood, who participated in the early ViTAL Economy workshops, believed

that the comprehensive, measurable and citizen led economic strategy proposed by ViTAL

Economy was the best strategy for Clallam County to adopt.

Haguewood was quick to let Clallam County business and civic leaders know what they

were up against.  “When it comes to attracting new businesses, we don’t meet the criteria of

medium or large-size companies,” he says. “Large companies demand five requirements:

proximity to markets, existing transportation, available work force, ready facilities and a

good place to live.  We meet one—quality of life—but quality of life alone doesn’t pay the

bills.” Clallam County would “sow its own, to grow its own” economic engines based on

connecting their unique resources to each other and to the world. The people of Clallam

County would work to create a climate of entrepreneurial opportunity supportive of new

ideas and existing businesses. ViTAL Economy now had a local champion willing and ready

to adopt ViTAL Economy processes as the critical tools that would enable local citizens to

transform their regional economy into a robust and sustainable engine of economic growth.
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ViTAL Economy espouses 3C’s of Regional Economic Development: Collaboration,

Connectivity and Changed Spending Behavior. These tenets would become a key foundation

for development and implementation of a new Clallam County economic vision.

Collaboration

Builds Sufficient Critical Mass to Compete Globally, while

Emerging Cluster Strategies Assure Regional Growth

Connectivity

Links Geographically Remote Resources to Increase Access, while

Creating Opportunity, Building Diversification, Enabling Collaboration

Changed Spending Behavior

Increases Productivity and Revenues

Opens Up New Markets, Expands Opportunity

and Establishes Measurable Goals

Before collaboration could become an every day reality for Clallam and its leaders, ViTAL

Economy and Haguewood had to first help them develop their own vision of a realistic and

achievable future. This future needed to be attractive and have the ability to reverse a thirty-

year history of economic decline and stagnation…a future that was worth the risk of

adopting a collaborative economic strategy that required a sharing of resources to succeed.

Like many rural economies, Clallam leaders’ thinking was silo-based…a bunker mentality.

Controlling and protective of its small, isolated territory, Clallam was unable to envision its

place in the global economy competing with the entire world for resources. Instead Clallam

communities, institutions and businesses had become focused on competing with each other

and the county next door. They perceived that one person’s gain was another’s loss in an

economy of ever diminishing resources, rather than an economy of ever expanding potential.
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ViTAL Economy’s process encouraged Clallam leaders to recognize and develop a sense of

the unique resources they had at their disposal, and to begin to understand the value of

collaboration, the art of working together even with someone whom they viewed yesterday

as their competitor. To see beyond their small piece of the world and say, “There are things

we can do here that are valuable to someone in India, or elsewhere, every bit as much as

they are to someone in the next county. We can build a bigger economic pie in which all of

us can share and grow.” Haguewood and ViTAL Economy reminded Clallam leaders of a

simple lesson from kindergarten days…sharing is good! It expands the pie of economic

opportunity for everyone.

The third “C” of ViTAL Economy’s process is Changed Spending Behavior. Clallam

netWorks leaders learned how this would become the fuel to energize and fund their

business plans for growing Clallam’s economy. Changed Spending Behavior is built on the

reality that budgets not rhetoric drive decisions. In business, employees will concentrate on

that for which they are compensated. The same is true for governments. The promise of a

new direction often falls by the wayside because budgets do not correspond to policy

rhetoric. Clallam netWorks learned to re-think priorities by applying ViTAL Economy’s

Value Linkage Process, depicted below. It quantifies collaborative benefits of each action.

Reap Rewards and
Address More Issues

What will
bring people
together to
address
these
issues?

Issues

How will the
participants

benefit?

What are the
benefits of

collaborating?

What is the
business case?

What
solutions

and services
are needed
to address

these issues?

How will the
 solutions and

services be
implemented?

How will
 results be measured?
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The value linkage process starts with the premise that all actions that connect resources must

address the key issues of the economic strategy of Clallam netWorks. The value linkage

process was the basis for the creation of viable business plans that enabled resources to be

committed to each action plan. The value linkage process demonstrated in measurable ways

the importance of collaboration between unconnected resources. It also built a new culture

of economic and resource sharing behavior that enabled Clallam County to move beyond

industrial age economic development practices that are outdated and inappropriate for the

new economic realities of the 21st century integrated marketplace economy.

Through the value linkage process Clallam netWorks was able to prioritize measurable

Changed Spending Behavior that encouraged investments in collaborative actions, which

would create measurable expansion of revenues, reduction in expenditures and improve

services to grow the Clallam economy and jobs. Strategies supported by the principle of

Changed Spending Behavior spread risks across a growing pool of stakeholders. Changed

Spending Behavior is the way Clallam netWorks learned how to fund their cluster strategies

without dependence on grants.

ViTAL Economy and Haguewood spent the first ten months facilitating interview sessions

as well as Vision Workshops attended by hundreds of Clallam citizens across its rugged and

pristine 1,200,000-acre geography. These open public forums and interviews enabled

Clallam citizens to recognize their own potential by learning of past successes achieved by

rural economies in the United States, Canada and Australia that found themselves in

economic circumstances similar to Clallam’s.

Participants also prioritized what they perceived to be the most important issues affecting

their community’s opportunity for growth; and they identified the natural, geographic,

human, institutional, knowledge and skill resources unique to the North Olympic Peninsula.

Each workshop and interview explored the issues of opportunity and challenge perceived by

participants as affecting the local economy. They compared their experiences to other global
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communities and identified local leadership strengths, weaknesses and barriers to economic

change.

Through these sessions, it became clear to Haguewood and ViTAL Economy that Clallam

County was suffering from a “victim mentality”. Many perceived that what once had been a

vibrant economy was no longer. Typically, ViTAL Economy finds this mindset in rural

economies, which have experienced lengthy downturns. The experience of ViTAL Economy

has been that an economic strategy can only succeed if this mindset of defeat and acceptance

of one’s ever declining state of affairs is transformed into an environment of economic and

community development opportunity created by the citizens themselves.

It was through these forums that Clallam citizens learned the disciplined principles aligned

with measurable goal setting and performance benchmarks. These principles guide ViTAL

Economy’s approach to citizen empowered and citizen led economic initiatives. Haguewood

commented, “Vital Economy’s approach breeds and builds leadership and empowerment

among members of the community. It is a vastly different concept of economic development

for rural economies; and it works”.

It was this process of personal and community discovery that led Clallam citizens to create

an achievable vision of a Clallam economy for tomorrow that would be significantly

different from the Clallam economy of the past thirty years. Achieving this vision would

depend on the ability of the county to connect its far-flung resources to each other, and to

the world, to achieve a critical mass for competing globally to attract 21st century knowledge

work and workers.
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July 2001 – “We Need a Radical Vision With a Real Sense of Urgency”

“ViTAL Economy couldn’t come in and tell us how to do it,” says Ann Ashley, Academic

Program Coordinator for Peninsula College and former Project Director of Clallam

netWorks. “I wanted them to, I’ll tell you! I wanted them to hand me a notebook that says,

‘Here’s what you do. Instead ViTAL Economy came with a simple message—“Do for

yourselves.” The consultants at ViTAL Economy motivated and coached Clallam citizens in

the application of its common sense process, while transferring knowledge to the community

and advancing a climate of opportunity for people to manage their own destiny. ViTAL

Economy understands that citizens craft the best ideas within a collaborative process. The

work begins with ideas in people’s hearts—issues of opportunity or challenge. Once

priorities are identified, this process teaches citizens how to take action to connect resources

to address the issues, which have impeded the creation of higher value jobs and the growth

of their economy.

With Haguewood’s counseling, community leadership teams decided that they had endured

enough of the old ways. They came together with elected officials in a public meeting to

present their measurable ideas for fostering Clallam’s agriculture, tourism, marine, forestry

and technology clusters into an integrated and vibrant economic rebirth. Hundreds of

Clallam citizens, assisted by ViTAL Economy, participated in the preparation and

presentation of measurable business cases. This process led to EDC adoption of a five-year

strategy goal intended to reverse Clallam County’s history of economic decline.

The focus of the five-year strategy was the creation of benchmarked goals connecting all

elements of Clallam County’s economic and community development assets. Included

within these core goals was a targeted action plan to reduce youth brain drain, which had

become Clallam County’s most significant export.  The departure of its best and brightest

was depleting Clallam of its entrepreneurs and its workforce for the future. Furthermore this

exodus reduced available taxes for educational resources as well as diminished funds for

health and social services to families in need.
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Perhaps the most important aspect of this program was the involvement of hundreds of

Clallam citizens who would be engaged in accomplishing these goals. Economic

development would now be the job of every citizen, not just the job of government. Each

industry cluster could see the role they would play and how its role was integral to the

accomplishment of the overall goals by 2007. Measurable goals would enable each industry

cluster team to understand how they should prioritize their action plans to help achieve the

overall economic goals. The following graphic model depicts the anticipated economic

impact of implementation of the Clallam netWorks strategy.

2002-2007 Clallam netWorks Draft Strategy Goals

In this model, the average county wage would increase from $24,597 in 2000 to $31, 250 by

2007. The average wage, instead of falling to 59% of average state wage at the current rate

of decline, would rise to 69% of average state wage in 2007. These goals were to be

achieved through the creation of 2,285 new jobs at an average wage of $40, 000+ per year

Current Trend-> 2007

Wages: $26,678

% of State Average:  59%

Population:    70,750

Employed:    25,272

Unemployment:      6.4%

Total Wages: $674.2M

2,285 Jobs at $40k

Increase 5,000 Jobs

By $5,000/year

=

Increased Wages in

Local Economy by

$294,000,000/year

Clallam netWorks
Economic Impact

By 2007

   2007 Goals
Clallam netWorks

Wages: $31,250

% of State Average:   69%

Population:     70,750

Employed:     27,557

Unemployment:       5.9%

Total Wages:      $861.1M

Wages: $24,597

% of State Average:     66%

Population:        64,525

Employed:        23,030

Unemployment:          7.9%

Total Wages:         $566.4M

Current 2000
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and by increasing the average wage of 5,000 of the lowest wage earners by $5,000 per year.

The net result would generate increased wages of $294 million per year in the Clallam

County economy by 2007. Measurable benchmarks were now in place to guide the Clallam

economic strategy.

September 2001 – “Bridging The Sappho Gap” … A Breakthrough Moment

A priority issue identified during the ViTAL Economy process was the lack of high speed

and redundant telecommunication connectivity throughout the Olympic Peninsula.

Community leaders, led by citizens from the City of Forks, developed their own

understanding of the important role that connectivity could play in the way that Clallam

citizens would eventually access remote local and global resources.

In 2001, a collaboration of government and business leaders, as well as communications

companies, CenturyTel and Qwest agreed to bridge a gap between two separate fiber optic

networks on opposite sides of the Olympic Peninsula. They invested millions of dollars to

complete a 27-mile fiber-optic telecommunications loop “Bridging the Sappho Gap Project”

around the Peninsula. Clallam County became the first rural county in Washington State

with a redundant high-speed shared-use network that could support and attract knowledge

work & workers…thus enabling Clallam County to compete effectively in the global

economy. (See Sappho Gap Graphic on page 61 of this report)

The Sappho Gap project visibly reinforced to Clallam citizens that the fundamental

principles of Collaboration, Connectivity and Changed Spending underlying ViTAL

Economy’s measurable approach to economic growth, actually worked. This project

demonstrated the importance of disciplined adherence to these principles. Jim Haguewood

noted, “This project was merely a taste of the future community development feast that

Clallam netWorks would enjoy over the next few years”.
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II: Clallam netWorks Is Born

Fall 2001… Clallam EDC Approves ViTAL Economy Cluster Strategy

Community leaders, having experienced the initial positive impact of the ViTAL Economy

approach on their constituents, now understood how this process could be used to transform

the economy of Clallam County. They expressed increasing enthusiasm for implementation

of a citizen led ViTAL Economy initiative. Clallam citizens identified a viable volunteer

leadership base, which was willing to work with Haguewood and ViTAL Economy, to

achieve the measurable successes defined in the previous chapter. There appeared to be

significant economic opportunity that had gone untapped, and there was a growing sense of

increased economic opportunity.  As a result of the moments of discovery participants

experienced in the earlier process, Clallam netWorks members began to clearly understand

the connection between process tools and the need for consistent discipline in the use of

these tools. They also discovered the intrinsic economic value that local assets held in

relation to the global economy, and how that value could result in new business expansion

and higher wage jobs. They now realized that this was not an academic exercise. This was

real, and it was important.

Recommendations were made for collaborative funding and implementation of an integrated

economic strategy for Clallam County organized around industry clusters. The initial

recommendations focused on assessment of marine services, forest resources, technology,

tourism and agriculture clusters. They also included a focus on the creation of an equity and

debt-financing infrastructure to support the needs of emerging-growth private businesses.

Strategy recommendations included a focus on reversing the increasing percentage of public

versus private insurer funded health service revenues, which was posing a serious emerging

threat to the future of the Clallam economy. The combined resources of the health service

system represented the single largest and expanding employment base in Clallam County

and paid the highest average wage. Medicaid and Medicare payments for health care had
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risen from 42% to 67 % of all inpatient admissions at Olympic Medical Center. In 2001,

73% of all billings for medical

services were related to government

healthcare insurance. Medicaid

provided only $.30, and Medicare

$.65, reimbursement for every dollar of service provided. If this trend continued the Clallam

County health service industry would go bankrupt. It was critical that the Clallam netWorks

strategy focus on job creation that included family wage jobs with health benefits that were

3rd party private insurer funded.

The EDC accepted these recommendations and authorized Jim Haguewood to initiate

community efforts to establish a formal process for implementing them. Assisted by ViTAL

Economy, Haguewood went from one meeting to another asking, “Are you satisfied with the

current economic conditions in Clallam County?” The question provoked concern that grew

into a sense of urgency, from which sprang a coalition for change—Clallam netWorks. “A

major turning point was when we branded what we were doing: when we gave it a name,”

says Haguewood. “It became a magnet for people who saw ‘Clallam netWorks’ as being

about us and our future.” A community-involved marketing strategy to identify and grow

promising industry groups was formally approved in early 2002 as the organizing

framework for launching a community led ViTAL Economy initiative for Clallam County.

Haguewood was determined that Clallam netWorks was not going to make the mistakes of

past economic development efforts. It was not going to follow the failed industrial

recruitment model used in the 1990s. At that time, community leaders traveled to countless

trade shows desperate to recruit a chipmaker, or software-company, even a call center, a

company with 300 to 500 employees that “would solve all our economic problems.”

Consequently, attempts at economic development during the 90’s produced negligible

results. “They were fishing for companies that didn’t fit here,” said Karen Rogers.  She

concluded,“It was unrealistic to expect a medical technology company to relocate to

Clallam when the available work force was made up of millwrights”.  It was a slow
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awakening—recognizing that the old methods of economic development based on outside

business recruitment weren’t working.  And not everyone understood or could accept it.

ViTAL Economy emphasized the need to look at the regional economy as an investor

should look at the risk profile of their investment portfolio. ViTAL Economy continually

reinforced the common sense idea that no financial portfolio or economic strategy should

invest its future in one large stock holding or in just one business with a large employment

base. In this same way, Clallam netWorks would be wiser to build its economic future on a

diverse base of ten firms employing fifty employees each rather than to trust its future to the

survival of a single business with five hundred employees.  Clallam County had suffered the

negative results of limited economic diversification far too long.

Mike Glenn, CEO of Olympic Medical Center commented, “Frank Knott and Jim

Haguewood told us we needed to play to the region’s strengths. We needed to develop a

sustainable process that would yield a bunch of singles and doubles rather than building a

strategy based on hitting home runs. It quickly became clear to us that this was a much

better economic development strategy. We were amazed how excited people got over lots of

small successes that soon were adding up to big changes in our economy.”

Haguewood believed that successful business revitalization could only begin with an

understanding of the strengths and weaknesses of local industry. When infrastructure

weaknesses, financing needs and market opportunities were understood, the Clallam EDC

and the county would be better prepared to deal with the problems of stabilizing and

expanding local industry making it easier to attract the kind of new businesses that might

also thrive, “We are preparing the landscape for new and existing businesses to flourish.

When we are successful at doing this, businesses don’t ask for economic incentives…they

want to be here”, observed Haguewood.
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Winter 2002- Discover and Map What Makes Clallam County Unique

Guided by ViTAL Economy and Haguewood, leadership coalitions worked to further

develop the collaborative economic development strategy adopted by the EDC.  This

strategy instructs a community to apply the industry cluster model by first looking inward at

existing assets, to see, learn etc. how they can be linked to other existing resources of the

local economy for creation of added value products or services.

The EDC adopted ViTAL Economy’s definition of rural cluster assessment and

management. Clallam netWorks established core value linkages both within and across

industry sectors.  These linkages would creatively leverage the indigenous strengths of the

region. Clusters would be assessed and prioritized in a collaborative process; this insured

that the critical challenges and opportunities of the region would be continually addressed.

ViTAL Economy provided the structure of a work plan for community led cluster teams to

begin the process of mapping their cluster, discovering its unique assets and their value, and

defining structured and realistic business plans. This was achieved by:

• Defining the cluster’s geographic boundary…often larger than the county

• Mapping cluster assets and components in the context of a value chain

• Identifying indigenous resources of unique value to the cluster

• Establishing key indicators to measure the health of the industry

• Quantifying the economic size of the cluster and opportunities for growth

• Assessing the impact of opportunities for growth on defined strategic goals

• Determining both barriers to growth and strategies to overcome these barriers

• Prioritizing and formulating action plans to achieve defined opportunities

The first step was to find appropriate leadership for each of the cluster teams. Haguewood

noted, “ViTAL Economy played a strategic role in the identification of philosophies and

attitudes that work best. These include an innovative mindset, meeting management skills,

ability to influence and bring industry folks to the table, and most of all, a clear vision of the
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community’s future state”. The next step was aggressive industry-leader recruitment of a

cluster team representative from all aspects of the cluster.

Over a six-month period leadership teams of community and business leaders worked to

profile local issues (youth brain-drain, loss of jobs, etc.) as well as mapping their unique

natural, human, physical, geographic cultural, social and knowledge resources within and

across industry clusters. “No one can do that work for you,” says Ann Ashley. “It has to be

the respected leaders of the community, pulling together, while ViTAL Economy coaches

them in a new way of thinking and learning.” Industry cluster teams (Marine Services,

Forest Resources, Technology, Education and Training, Agriculture and Tourism) were

given a ViTAL Economy toolbox and work plan to map the cluster within the county and

beyond, quantify the economic impact, uncover and identify indigenous resources and build

business plans.

According to Ashley, “ As the industry clusters began to do their mapping work and

discover the vast assets they had in technology, agriculture, marine services, tourism, and

forest resources, their attitude about Clallam’s potential changed. It began to create an

environment of opportunity thinking, rather than victim thinking”. They began to see

Clallam County as an important player in the world economy with assets to bring to the

table that were of value to others. “People changed their attitude about who we were and

what we wanted to be when we grew up. We suddenly believed that we had some control

over our destiny,” commented Ann Ashley.

According to Jim Haguewood, “One of the most unique and beneficial strategies that ViTAL

Economy employs is the concept of grasping low hanging fruit. Once the work plan began,

Ah, hah!, opportunities surfaced. ViTAL Economy was very adept at highlighting them and

building a coalition to pursue the action”. During the Clallam netWorks program these “Ah,

hah, moments” were found to be the most empowering aspect for initiative leaders. They

learned that they could influence and impact Clallam County’s economic future both in the

short-term and over the long haul.



©2005 ViTAL Economy, Inc. 30

While the mapping process was underway ViTAL Economy introduced Clallam netWorks

to a key ViTAL Economy process tool, The Eight Steps for Managing Change. This tool

enabled Clallam netWorks leadership to achieve short-term victories linked to the process

even before the process was fully formulated. Each cluster, project team and committee was

required to apply The Eight Steps for Managing Change to all of their initiatives.

The Eight Steps for Managing Change

(1) Establish A Sense Of Urgency

(2) Form Powerful Guiding Coalitions

(3) Create A Vision

(4) Communicate The Vision To Others

(5) Empower Others To Act On The Vision

(6) Plan For, Create And Communicate Short Term Wins

(7) Consolidate Improvements and Produce More Change

(8) Institutionalize New Approaches

Source: Harvard Business School, Harvard University

This disciplined model enables ViTAL Economy communities to prioritize activities, and to

achieve measurable and meaningful victories every six months. This was one of the tools

that enabled Clallam netWorks to report completion of 13 project successes by March 2002.

These projects involved healthcare, technology, education and training and marine services.

The project value of these initiatives was $41,715,000. Five Hundred Thirty Five new jobs

were created at an average wage of $44,242, and annual GDP was expanded by $32,

537,936. These types of short-term results brought a level of positive local, regional and

state leadership attention to Clallam County that surprised everyone.

Effectively moving a community from creation of a vision, to a sense of empowerment is

critical to successful implementation of the Eight Steps for Managing Change. This requires

an integrated communication and outreach strategy, which communicates the vision (Step 4)

and empowers others to act on that vision (Step 5). Integration is critical in that thoughtful
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actions are required to build the community’s belief and buy-in to the process, expand the

community’s participation in the initiative and sustain the community’s long-term

commitment to the process.

Clallam netWorks instituted a multilevel, proactive communication campaign focused on

two audiences. First, the local community and cluster team participants required consistent

reinforcement of the principles of connecting resources, collaboration and changed spending

behavior (ViTAL Economy’s 3C’s of Regional Economic Development). This was

accomplished by highlighting and celebrating activities and actions that supported these

principles. This included frequent press releases, individual recognition for achievement and

most rewarding were social and network based events designed to celebrate major

achievements. The opening of Westport Shipyards, completion of Lincoln Center, and

closing the Sappho Gap were all significant milestones celebrated by the entire county.

The second element of the integrated communication and marketing strategy was designed

to promote the unique aspects of the Clallam County region by using visual and style

representations. Mona Gates, Director of Marketing for Clallam netWorks, built a

collaboration with nationally renowned local photographer, Ross Hamilton. Hamilton is well

known for his beautiful and inspiring photographs of the

natural environment of the Olympic Peninsula. “Naturally”

became a key term as the visual images were incorporated

into promotional campaigns and targeted advertisements.

Fundamentals of branding were based upon the ability of

the product, Clallam experiences, to deliver the message

presented. By imparting the true essence and qualities of the Olympic community, there was

no risk that the Clallam networks commitments made to prospective tourists, residents,

investors or businesses would not fulfill the promise of the “naturally” message.

Clallam citizens were learning that the ViTAL Economy process tools were valuable

disciplines that they could use to run boards, committees and project teams as well as using

them in their personal lives, businesses or organizations. This combination of life-skill
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benefit to the community and individuals deepened long-term commitment and expanded

recruitment of Clallam netWorks champions.

Karen McCormick expressed the spreading enthusiasm felt by many. “There was a new

mood that said we can do this ourselves, we can pull our resources together and commit to

finding the answers ourselves. When business leaders understand that it means a larger

customer base at the bank and increased traffic on Main Street, they are going to stick with

the program and make it work”.  “We were going forward,” said Ann Ashley, “with

measurable goals on which our actions could be judged. Business and government partners

now wanted to become partners with us in building further success by expanding funding

and resources for Clallam netWorks. Everybody wants to play on a winning team.”

Once the cluster teams witnessed positive results based upon a strategy and action plans they

built for themselves a monumental sense of empowerment, ownership and commitment

resulted. “The concept we fostered of an “environment of opportunity” was truly seen

within the cluster team participants and leadership”, said Haguewood. The cluster teams

collaborated to leverage their influence on development projects such as Westport

Shipyards, Port Angeles Hardwood, Peninsula College Centers of Excellence and The

Lincoln Center.  Walt Schubert, Mayor of Sequim said, “The cluster approach brought

credibility to the decision making process of the EDC.  Before the cluster approach

politicians, who while well meaning, made decisions without necessarily knowing or

understanding the consequences of their actions.  Many times their decisions were based on

political and personal agendas. Because business people lead the cluster teams, there is a

respect and a sharing of information that benefits all of the clusters. The cluster program

helps private industry folks understand the value of the EDC.”
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April 2002 – Assessing Clallam Leadership…Building for Success

ViTAL Economy was commissioned to facilitate a Clallam County self-assessment (The

Foundations Report) of its leadership strengths and weaknesses for Clallam netWorks.

Haguewood stated that, “ViTAL Economy's expertise played a very valuable role in

knowledge transfer at this stage in the process. They facilitated and included in the self-

assessment a consistent discussion of leadership, which included defining what leadership

is, what different types were needed, what the role of leaders would be on the cluster teams

and what impact the strengthening of leadership skills would have on the long term success

of Clallam netWorks”.

The community was also asked to assess the level of local commitment to lead and fund a

fundamental change in the economic direction of Clallam County. ViTAL Economy

assessed the ability and willingness of North Olympic Peninsula community, business

owners and elected leaders to collaborate with each other. It also assessed the need for

changes in organizational frameworks to enable collaboration of resources and decision-

making that would insure the sustainable success of Clallam netWorks.

Successful economic strategies are developed, owned and led by local leaders. These

individuals understand the need for an economic sense of urgency and can communicate the

need for action and an achievable vision of the future that is different from the present day’s

economic reality. Neither an EDC nor an economic strategy consultant alone can lead a

community to success. Only a cross section of local leaders, ones who are committed to

achieving a vision of community economic growth and prosperity for all, can lead their

community to it’s goal, the creation of a climate of economic and community development

opportunity.

The Foundations Report was issued December 2002. The report focused on perceived

strengths and weaknesses of cluster teams; identified the social, financial and business

foundations for successful growth for each industry cluster; included an articulation of

leadership requirements for moving Clallam netWorks forward; and assessed current
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leadership strengths and weaknesses. Issues of challenge and opportunity for Clallam

County were summarized. The document included assessments of infrastructure,

organizational frameworks and market segment industry cluster research capacity. The

Foundations Report outlined an integrated plan of action to accomplish the long-term

economic and community development goals of Clallam netWorks. The report

recommended the formation of a business incubator and skills center to address workforce

development requirements and the creation of an integrated finance structure. In addition,

the report defined how the top and bottom of the job development spectrum were to be

equally prioritized within the strategy goals.

Karen Rodgers commented, “ ViTAL Economy made us do a report card on ourselves and

some of us had a hard time swallowing the evaluation. We found the county short on

leadership. Many of those qualified to lead, by virtue of their skill or past experience, had

become frustrated into inaction by communal infighting. Every new idea was disputed in

defense of the status quo. “

Even the leadership structure of the EDC was not conducive to development of a

collaborative economic strategy. Jim Haguewood noted, “ Just because you are an elected

official does not make you a leader!” In conjunction with the Foundations Report, ViTAL

Economy issued a Coalition Leadership Report summarizing the results of its assessment

and recommendations concerning collaborative leadership capacity in the county. This

report identified leadership and framework strengths, weaknesses and gaps. It identified the

different types of leadership and frameworks needed to pursue a community led ViTAL

Economy strategy, and recommended actions for consideration.

As a result of these reports, the Clallam EDC reorganized itself.  Historically the board’s

structure had been based on geography.  Henceforth, the EDC would be organized on the

core concept of industry clusters. Under the new format, directors would be selected based

on their business awareness and cluster experience rather than where they lived in the

county. Also, strategies for private/public funding of Clallam netWorks were defined.
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A leadership development capacity was created through the formation of a Clallam

netWorks steering committee structure, which would be representative of each cluster team.

It reported to the board of the EDC. A budget and funding strategy was approved to engage

ViTAL Economy to devise a business plan for the development of a combined business

incubator and workforce skills center, and also formulate an equity and debt financing

strategy supportive of the economic strategy. The budget called for ViTAL Economy to

create, within Clallam netWorks, the capacity to undertake market segment industry cluster

research. The diagram below describes the new framework for Clallam netWorks funded by

this budget. Leadership capacity is developed through service on cluster teams, management

of cluster research and projects, leading clusters and then learning to establish inter and intra

cluster priorities while serving on the Clallam netWorks steering committee.

EXISTING JOBS
5,000 Jobs

 Increased by

$5,000/Year

NEW JOBS
2285 jobs @

$40K/yr

Technology

Finance

Healthcare
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Forest Resources
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Integrated Economic
Strategy

Skills Center

and
Business
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Integrated

Finance
Strategy

Economic &

Community
Development

Plan

RESULTS

Clallam NetWorks ECONOMIC DEVELOPMENT SYSTEM

Economic Development

System

Goals

Enabled by:  Olympic Peninsula Finance Advisory Network, the Clallam netWorks Connectivity

Strategy and the Public and Private Partnership Marketing and Communication Plan
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August 2002 – Goals-Based Rural Cluster Model for Growth is Born

As the opportunities unfolded and community leadership of Clallam netWorks expanded, a

number of regional, state and federal economic development officials began to jump on the

Clallam netWorks bandwagon. “Remember, everyone wants to play with a winner” noted

Jim Haguewood. This presented an opportunity to use these additional external resources to

leverage the existing local investments in Clallam netWorks to expand the knowledge

capacity and performance of industry cluster teams. Jim Haguewood asked ViTAL

Economy to improve cluster outcomes by bringing into each cluster access to professional

industry economic data, marketing and market segment research capacity that did not then

exist within the state or local economic development community. The gaps identified by

Haguewood and ViTAL Economy included:

(1) A lack of readily identifiable economic and business data at the county and state

levels concerning the industry sectors being examined by the cluster teams.

(2) Inadequate industry knowledge capacities within Clallam County for the prioritized

industry sectors at project initiation.

(3) Insufficient capabilities in economic and business assessment to identify and

complete the analysis necessary to specify unique opportunities in each sector.

(4) Shortage of time and resources needed to properly collect data and complete the

necessary analysis.

Addressing these gaps required that ViTAL Economy connect its experienced research

professionals to each industry cluster team. This would insure that professional researchers

were developing plans that were targeted at the industry segments which the cluster teams

agreed would contribute most significantly to the Clallam netWorks strategy. This also

provided a significant level of knowledge transfer of industry cluster market segment

research and analysis methodologies to cluster teams. ViTAL Economy developed an
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Industry Cluster Guidebook to insure that future generations of Clallam netWorks volunteers

would be able to be trained in cluster management and analysis.

The original industry clusters of Marine Services, Technology, Agriculture, Tourism, and

Forest Resources were expanded to include two-support clusters. One focused on

development of Education and Training Centers of Excellence, and another concentrated on

integrated finance strategies to enable all industry clusters to succeed. Later on these cluster

teams realized that they were not just support for the other clusters, but also provided

economic leadership for the Clallam economy.

Industry cluster research focused on answering three basic questions about each industry

cluster using rigorous, quantitative, and economic and business data collection and analysis.

The answers received would then be used to identify attractive market segments. The

ViTAL Economy Market Attractiveness graphic on page 38 demonstrates the process of

defining market attractiveness.

(1) What are the local, regional, state, national and international economic trends that

affect each industry cluster in Clallam County?  How do these economic trends

affect the investment attractiveness for industry clusters on the North Olympic

Peninsula?

(2) What are the local, regional, state, national and international business trends that

affect each industry cluster in Clallam County?  How do these business trends affect

the investment attractiveness for the industry cluster in Clallam County and the

North Olympic Peninsula?

(3) Given the answers to the questions posed above, what specific market segment

opportunities in each industry sector have the best investment potential in the context

of the goals of sustainable development and the core economic disparity between the

North Olympic Peninsula and the rest of the State of Washington?
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Cluster teams were trained to address the above-defined questions using the model below,

which describes how the assessment of market attractiveness is conducted. The following

chart demonstrates how unique local assets connect to market opportunity to define the

attractiveness of specific market segments that should be pursued by cluster teams.

ViTAL Economy Market Attractiveness Model

This provides volunteer-led cluster teams with a methodology to prioritize which

opportunities offer the highest likelihood of success when implemented in terms of

profitability, market size, future demand drivers, and sustainability. Rod Fleck, President of

Clallam netWorks EDC and also Attorney and City Planner for the City of Forks observed, “

Clallam netWorks focused business and government leaders on the essential building blocks

of a regional economy.  It instilled a sense of involvement, and also some levels of

accountability, for economic development initiatives by requiring proponents to focus on a

project’s relationship to an industry cluster and the project’s ability to support, augment, or

expand that cluster with plans that created high value jobs and expanded the Clallam

economy.”
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April 2003 – Understanding & Connecting Rural Clusters to Global Markets

Professor Michael Porter of the Institute for Strategy and Competitiveness at Harvard

Business School defines a traditional industry cluster as “geographic concentrations of

interconnected companies, specialized suppliers, service providers and associated

institutions in a particular field that are present in a nation or region. Clusters arise out of the

linkages or externalities that span across industries in a particular location.” Traditional

cluster analysis defines a cluster based on historic capacity definitions, and then determines

if sufficient ingredients exist to successfully develop such a clusters. Most rural

communities do not have a sufficient critical mass to meet the requirements for success as

stipulated by traditional cluster analysis.

ViTAL Economy studies a community’s own indigenous strengths by applying social

network analysis of a community to identify the potential for rural cluster development. It

does not pre-determine what clusters there will be before analyzing what makes a

community unique. Every community and region has some form of industry clusters or

micro-clusters, but most do not realize what they have and therefore do not understand their

importance. ViTAL Economy cluster analysis is biased towards action. It defines, in a

tangible way, what success should look like, how success should be achieved and how

success should be measured. ViTAL Economy cluster analysis does not pre-judge a

community’s ability to successfully develop an industry cluster based solely on critical mass

analysis.

ViTAL Economy industry clusters establish value linkages both within and across industry

sectors.  These linkages creatively leverage the unique strengths of a region. Clusters are

assessed and prioritized in a collaborative process, which insures that the critical challenges

and opportunities of a region are continually addressed. Strategic connectivity thinking,

collaboration, changed spending, integrated financing, and information-exhaust opportunity

analyses assist in the definition of successful rural economy-based industry clusters.
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The research approach of ViTAL Economy’s industry cluster analysis uses a business

strategy focus founded on the economic and business attractiveness of a cluster. It prioritizes

viable business development opportunities based on experienced political, economic and

business data collection and analysis. These business opportunities form the basis for

achieving the long-term goals of the economic strategy plan. Industry research underpins a

plan for managing sustainable economic growth and organizational change.

Market segments selected by Clallam netWorks using this approach are listed in the chart

below. Each bullet listed on the right as “OPPORTUNITIES” is a market segment specific

to the “CLUSTER” listed on the left. Cluster teams, in cooperation with the ViTAL

Economy research teams, studied and provided Clallam netWorks with written reports for

each market segment opportunity listed.

Guided by ViTAL Economy and Haguewood, the cluster leadership teams worked to adapt

and understand this fresh approach to building an economic development strategy.  A

CLUSTERS OPPORTUNITIES

• Farmer’s Market
• Fiber mills for alpaca, etc
• Field to table organic crops, meats, seafood
• High value floral crops (lavender, etc.)

AGRICULTURE

• Global tourism research, lifestyle packages
• Regional marketing and branding
• Year round shared seasonal employment entity

TOURISM

• Alder harvest and value added processing
• Artisan cabinet and furniture manufacturing
•  Engineered wood products

FOREST
RESOURCES

• Ship and boat repair
• Aquaculture fish and shell fish farming
• Yacht construction and marina maintenance

MARINE

TECHNOLOGY • B2B software       • Composite materials
• Gaming software       • Medical devices
• Energy technologies   • Environmental sciences
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strategy based on the industry cluster model directs a community to look inward at existing

assets first, and then determine how these assets can be linked to other elements of the local

economy for added value. “We acknowledged that we weren’t going to recruit Boeing. We

were going to have to do it a different way,” said Tom Keegan, President of Peninsula

College. “We decided to increase private sector involvement, and the passion and the

expertise exploded. Just as Frank Knott and Jim Haguewood said early on in the process,

we are creating an environment of opportunity as opposed to driving specific initiatives.  It

is a very different way of leading and working with economic development.”

One of the key focuses of the ViTAL Economy approach to rural-based cluster analysis in

Clallam County was helping the cluster teams understand the concept of a “value chain”.

Businesses closer to the customer end of the Producer  Customer value chain, described

below, generate 67% of all profit margins in the value chain for any market segment. The

goal becomes moving rural economy businesses closer to the “customer” end of the value

chain by finding ways to go directly to the customer and bypass the intermediaries between

producer and customer. This reality is as true in agriculture as it is in any market sector.

Producer  Customer Value Chain

ViTAL Economy helped the cluster teams understand the importance of reducing their

industry’s reliance on traditional distribution paths in the value chain. The job of Clallam

netWorks rural industry clusters was to understand how connectivity is used to link remote

regional resources together, thereby establishing sufficient value chain critical mass to

enable rural cluster businesses to compete globally in providing products and services direct

to customers.

This strategy recognizes that in order to move up the value chain, Clallam businesses needed

to add knowledge content to transform plentiful natural resources into value-added products

and services. Therefore, a close integration of existing university-owned intellectual

property assets with regional expertise, as well as the development of a regional education

Producer Processor Wholesaler Retailer Customer
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and training resource, became necessary components of this strategy. New products and

services defined by the industry cluster teams needed to offer sufficiently higher value for

which their customers would be willing to pay higher prices. This leads to higher profit

margins, which in turn results in higher wage jobs to produce these new products and

services.

Clallam netWorks industry cluster teams worked for more than six months to develop value

chain asset maps as well as detailed research plans and business strategies. The Education

and Training and Finance Clusters worked in tandem with the industry cluster teams.

Industry cluster teams provided needs analysis to these two support clusters. This enabled

industry cluster workforce development and finance capacity requirements to be put into

action once implementation plans were approved. Mapping assets across the value chain of

each cluster provided cluster teams with unexpected short-term wins. Before research was

completed, clusters were able to initiate project teams to implement early collaborations that

created business opportunities connected to Clallam netWorks goals. Cluster participants

saw the process give them the flexibility to act in the short-term on small opportunities,

while managing implementation of longer-term projects. A few examples of early

collaborations that led to valuable short-term wins are described below.

The Marine Services and Education and Training Clusters discovered $300,000 in training

services being provided in Portland, Oregon for marine firms based in Clallam County.

Private firms and Peninsula College collaborated to enable marine hazwopper training, plus

confined entry, safety and forklift training at Peninsula College thereby re-investing these

funds in the local economy.

Agriculture, Marine and Tourism Clusters mapped festivals, unique crops and harvest

seasons of the North Olympic Peninsula to document 12 months of fresh product. This

resulted in the expansion of Agri-tourism offerings. The concept of celebrating and featuring

Olympic Coastal Cuisine was born from this mapping process. Neil Conklin, a local

entrepreneur and member of the Agriculture Cluster, implemented the Olympic Coastal
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Cuisine theme at his restaurant, Bella Italia. Then, Conklin expanded this theme into the

Dungeness Crab and Seafood Festival, which attracted 15,000 tourists, and added

$2.25 million annually to the Clallam economy in 2005. The festival (www.crabfestival.org)

features more than fresh local seafood. It now includes wine tasting by award winning local

wineries, local agricultural products and crafts reflecting the maritime, agricultural, logging,

Native American and other cultural traditions of the Olympic Peninsula and a tour of

nature’s cuisine at participating restaurants. Many of these resources were identified through

the Clallam netWorks cluster mapping process.

Grays Marsh Farms, a local berry grower, was involved in the asset mapping effort that

focused on building a business case for development of a cold storage facility to address the

lack of food processing capability in Clallam County. Jack Klapp Syrup, also a local

participant in the Agriculture Cluster, discovered that Grays Marsh Farms was supplying

fresh berries to the same Portland, Oregon wholesaler who supplied him with berries to

produce Jack Klapp Syrup. These firms connected with each other through the Agriculture

cluster, and now Jack Klapp Syrup purchases Sequim Valley berries for its syrup products

from Grays Marsh Farms just down the road from its production site. This “ah hah”

experience has resulted in an increase of $75,000 in annual local sales.

Little Skookum Shellfish’s product line of oysters and clams and Elwha Fish’s fresh King

Salmon are now being jointly marketed to customers in Minnesota and New York.

Principals of each firm participated in the Marine Services Cluster mapping process. They

uncovered common marketing needs and markets through the process. The resulting

collaboration has increased sales for the two firms by approximately $83,000 per year.

As cluster teams are led through an industry cluster mapping and indigenous resources

discovery exercise, they see new market opportunities arise from their collaborations.

Entrepreneurial leaders within the cluster teams will take these new ideas to market. This

accelerates both company growth and county economic expansion. Clallam netWorks

participants learned first-hand how their actions, small and large, were creating the

measurable results that were transforming the Clallam County economy.
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III: Clallam netWorks Achieves Measurable Successes

Fall 2003 – The Fruits of Much Labor Blossom into Opportunity

The recommendations of each cluster team were presented in the fall of 2003 by Clallam

netWorks to the community at large. Their work outlined $536 million of annual economic

impact by 2007, including the creation of approximately 2,985 new jobs with an average

annual wage in excess of $40,000. These results would be achieved through the

implementation of action plans referenced in the chart below, which were recommended by

the 17 market segment opportunity research reports produced by the cluster teams.

2003 Clallam netWorks Industry Cluster Opportunity Report

Each of these projects was required to have a summary business plan outlining feasibility.

Projects had to be led by champions from a cluster. The cluster steering committee

prioritized action plans based on each plans effectiveness in achieving Clallam netWorks

targeted goals as defined in Chapter I page 23. The next step was to finance these plans.

AGRICULTURE

Create $100 mm/year alpaca industry with fiber mill;
destination farmers market; expand high value acres;
raise annual crop revenue from $6mm to $50mm

TOURISM
Develop integrated destination packages; Upgrade
and expand lodging; create Clallam brand; increase
3 million tourists spending by $60/day = $180mm sales

FOREST
PRODUCTS

Grow alder plantations; build alder processing/product,
engineered wood & laminated veneer lumber plants; and
create artisan furniture co-op to add $70 mm/yr revenues

MARINE Expand shellfish farms and hatchery; create cold storage;
sustain topside repair, create high-end yacht industry
and marinas; to generate $44 mm in annual revenues

TECHNOLOGY
Create wood composites R&D and manufacturing;
develop B2B forestry and gaming software firms;
to generate $92 mm in annual revenues
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November 2003 - Role of the Finance Cluster-Turning Ideas Into Growth

Karen McCormick, Chairperson of the Finance Cluster, pondered,“What if the small

business ideas we have turned away in the past

became bankable businesses? The owners and

employees would eventually buy homes, open

checking accounts, purchase cars…they would all become thriving members of our

community in the future… and the economy would grow. With Jim Haguewood and ViTAL

Economy motivating us forward, we knew the finance community had to come together as a

group to identify what the benefit of such new growth would be for ourselves and the

broader community, and to define the financing gaps we had to address”, she said.

The membership of the Finance cluster was composed of local, regional and national

bankers, financial service firms, as well as representatives of state and federal financial

assistance and lending resources. This cluster followed the same mapping process used by

all other industry clusters. The finance gaps identified by community and business leaders in

the early stage of the process were assessed and prioritized by the cluster. They included:

• Debt & equity capital for new and emerging firms was difficult to obtain

• Venture capital was viewed as non existent and unfamiliar to us

• Attraction, pooling and leveraging of angel capital was limited

• Financing for affordable quality housing was difficult to find

• Micro loan availability was limited

• Marine and tribal related financing was difficult to secure

• Business access to revenue bond financing was scant

• “We are risk averse and opportunity handicapped”

“The cluster approach to development of viable financing for industry cluster projects was

critical”, said cluster leader Karen McCormick. “There was no single resource where

anyone could go to find all the pieces of the financing puzzle for these business

opportunities. It did not exist in any of the rural communities”.
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On behalf of the Finance Cluster, Clallam networks engaged ViTAL Economy to assess the

availability of financing for new and early stage businesses and to determine financing gaps

that might exist relative to industry cluster business plans. This assessment focused on

answering the following questions.

(1) What are the specific finance needs of entrepreneurs, early stage businesses and

established companies located in the North Olympic Peninsula?

(2) What finance products and finance advisory services are available in the North

Olympic Peninsula?

(3) What gaps exist between the needs of North Olympic Peninsula businesses need and

the finance and finance advisory services available to them?

(4) Given the above, what finance products and services does the North Olympic

Peninsula need to develop locally, or access regionally and nationally?

(5) What is the recommended framework for enabling access to recommended products

and services for the North Olympic Peninsula and Clallam County?

Each of the twenty-two proposed cluster business initiatives and community development

projects was separately evaluated in terms of the type and stage of equity and debt financing,

as well as the risk assessment and advisory services, which would be required to make each

project successful over the long-term.  A total of $435 million dollars in equity and debt

financing requirements were identified for these economic and community development

initiatives. “ We mapped all our resources”, said Karen McCormick, “First we reviewed the

types of financing that we offered, then we could see where the holes were. We needed some

kind of not-for-profit finance entity that could serve as a financial coordinating resource. A

resource that could access, in collaboration with the equity and debt financing community,

any kind of capital needed to get a viable project underway.”
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The Finance Cluster determined that the North Olympic Peninsula was lacking capacity and

risk assessment capabilities in several areas: receivables and asset based financing, loan

participation facilities, sale lease back financing and specialty finance and advisory services

for unique niche business opportunities. In addition, community development initiatives had

access to limited resources to support development of affordable housing opportunities, land

banks for conservation of limited agricultural lands, as well as capital trusts for acceleration

of hospitality industry investments. Finally, equity capital sources for investment

requirements of $500,000 to $5 million in start-up, emerging and growth stage businesses

were limited. Investment opportunities were also affected by a state constitutional

prohibition of public agencies extending grants to businesses, providing below market

credit, loan guarantees, multi-year tax credits or renting government owned facilities at

below market rates to fuel renewed economic investment.

ViTAL Economy proposed the development of a not-for-profit integrated financial services

framework to address these capacity and service limitations. It would include access to angel

and venture equity resources supportive of start-up, emerging and growth stage businesses.

This entity would also provide access to specialty finance resources and advisory services on

regional, national and international levels. The not-for-profit framework would support the

needs of a yet to be developed Business Incubator and Skills Development Center (described

in Chapter IV) and have its finance resource and advisory services prioritized to address the

key initiatives of Clallam netWorks.

Based on the results of this assessment the Finance Cluster, now to be known as the

Olympic Peninsula Finance Advisory Network (OPFAN), focused its attention on the

creation of a Community Development Finance and Investment (CDFI) resource in the

community. Cluster members began detailed research on the creation and cost of operating a

Clallam based CDFI. Cluster leaders saw the need for higher risk, non-conventional

financing, but thought it would be too risky and expensive to develop such a lending facility

themselves. It was determined that the best approach would be to follow the Clallam

netWorks principles and to collaborate with an existing entity.
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Following Clallam netWorks “business leader to business leader philosophy,” Karen

McCormick contacted John Berdes CEO of ShoreBank Enterprise Pacific. This certified

non-profit Community Development Financial Institution (CDFI) serves coastal

communities of the Pacific Northwest. ShoreBank Enterprise Pacific is an affiliate of

ShoreBank Corporation, the nation’s oldest CDFI. From past work with ShoreBank, ViTAL

Economy knew that John Berdes had been interested in expanding into the North Olympic

Peninsula counties of Clallam and Jefferson.

On May 26, 2005 Clallam netWorks announced that, through the collaboration of local

banks, the Allen Foundation and a federal government grant, an initial investment of $2.25

million had been made to enable ShoreBank Enterprise Pacific to make CDFI loans in

Clallam and Jefferson counties, which

will fill gap’s identified in conventional

banking services. Its mission will focus

on initial financing of start-up

businesses, which offer new approaches

to building firms that serve the resource-based economy and address the social equity,

conservation or environmental interests of ShoreBank Enterprise Pacific and the

communities it will serve. Such new approaches, which are a specific focus of Clallam

netWorks industry clusters, are difficult for conventional banks to finance due to the

inherent risks associated with such new ventures. “What attracted us to Clallam County was

that there was business collaboration under way; their strategy and leadership was in

place,” commented Mike Dickerson of ShoreBank. “Clallam netWorks was the driver and

the lead entity that made this happen for the North Olympic Peninsula”.

Clallam netWorks continues to work on the formation of a North Olympic Peninsula

network of interested angel investors that would eventually increase the availability of early

stage equity investments for start-up and emerging businesses working in conjunction with

Clallam netWorks and its economic and community development strategy.
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September 2004 – A Climate of Economic Opportunity Exceeds All Goals

In 2000 unemployment in the state of Washington at 4.8% was one of the lowest in the

nation, while Clallam County at 7.9% had one of the highest unemployment rates in the

state. By 2004, Washington State’s unemployment rate of 7.5% was one of the highest in the

nation, but Clallam County’s rate stood two points below the state at 5.5 %. This was

Clallam’s county’s lowest unemployment rate in 34 years. Comparing Clallam netWorks

achievements against pre-established goals should be instructive in how such goals can be

exceeded by a disciplined approach to economic and community development with strong

and informed leadership. (Appendix C page 84 graphs results versus goals)

• Total employment as of September 2004 was 33,230…versus a 2007 goal of 27,557.

• Average wages across all jobs in the Clallam economy were increased from $24,597

in 2000 to $27, 536 as of September 2004…ahead of a 2007 goal of $31,250.

• Total wages increased by $326,661,040 as of September 2004… exceeding a 2007

goal of $294,000,000.

• Average wages rose from 66% to 70 % of average state wage in September 2004

…versus a 2007 goal of 69%, reversing a 25 year fall from 94% of state wage

• Retail sales increased by $232,270,834, or 35% in 4 years…compared to a historic

growth rate of 1-3% per year

• 3rd party private insurer-paid health service revenues increased from 43% to 46% of

total health service revenues… reversing a ten-year accelerating trend

• Projected K-12 enrollment declines through 2008 were reduced by 25%, thereby

increasing the dollars for education resources by millions per year.
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All of these measurable achievements were accomplished ahead of schedule before the full

impacts of investments in the major projects mentioned in this report have been realized.

The community development benefits of substantial increases in jobs and average wages has

positively impacted school enrollments, healthcare services and the quality of life of every

citizen.

Clallam netWorks accomplishments have been further enhanced by a significant increase in

public and private investments, which insured that the operating costs of Clallam networks

were not solely borne by the local community. Approximately $7 million in grants from

foundations, state and federal government agencies and businesses have leveraged front-end

local investments of approximately $1 million between May 2000 and December 2004.

After being included for three decades, Clallam County was erased from the Washington

State Distressed County List in 2004. Instead Clallam netWorks is now recognized by

economic development authorities as a leading example of how to achieve 21st century rural

economic transformation. Jim Haguewood reflected, “We issued our first cluster reports in

October 2002. ViTAL Economy completed their work in Clallam by April of 2003. Two

years after Clallam netWorks issued these cluster reports, we had transformed Clallam

County’s $1 billion dollar annual economy. The knowledge transfer promised by ViTAL

Economy has been embraced and put to work by the leadership of Clallam netWorks”.

Jim Haguewood calls the result of ViTAL Economy’s approach to economic development

“power to the people…this process bred and built new leadership throughout the county. It

empowered community members to take control of the Clallam economy for their own

benefit, and for the benefit of their neighbors and children”.

Chapter IV of this case study details how several of the Clallam netWorks clusters

developed their research, implemented their strategies and achieved the results summarized

in Chapters I-III. Comments from Clallam netWorks cluster participants will describe their

cluster experiences and the value they derived from the process.
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IV: Clallam netWorks Links Cluster Activity to Economic Growth Goals

Clallam netWorks clusters are business led, focusing on real work and achieving measurable

results. Each of the industry clusters of Clallam netWorks is a volunteer led network of

individuals representing the Producer->Customer components of a particular cluster’s value

chain. The outcomes of each cluster are dependent on the work of the volunteers and their

willingness to adopt the principles and processes taught and transferred by ViTAL Economy

to Clallam netWorks.

Summarized below are descriptions of selected work of the Marine Services, Agriculture,

Forest Resources, Technology, and Education and Training Clusters. The description of the

work of each of these clusters should enable the reader to understand how Clallam netWorks

clusters applied ViTAL Economy tools and processes to develop viable economic and

community development projects. Each of these projects were directly linked to achieving

the Clallam netWorks 2007 goals for economic and community development growth.

Marine Services Cluster

The Marine Services Cluster has generated some of the most important economic

development initiatives thus far. This cluster has enabled Clallam netWorks to exceed its

overall goals for 2007 ahead of schedule. Its research focused on feasibility of the

aquaculture industry, development of a cooperative cold storage facility, marine services

training, enhancement of existing top-side ship repair market and development of a vibrant

luxury yacht-building market as well as expanding sport fishing opportunities.

Connectivity and Collaboration, two of ViTAL Economy’s 3C’s of economic development,

are about more than infrastructure. They indicate a new mindset; they signify getting up

every day thinking about whom you can connect with for access to a greater resource.

Through focused value linkage exercises facilitated by ViTAL Economy, people began to

identify opportunities they never knew existed.  Jim Haguewood pointed out, “One of the

best examples of this “connectivity and collaboration mindset” taking hold comes from a

major project that evolved from the work of the marine industry cluster”.  Marine Cluster
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research indicated increasing demand for the construction of multi-million dollar yachts.

The cluster had identified several unique characteristics of the North Olympic Peninsula

that, when coupled with market segment research directed by ViTAL Economy, proved

Clallam County to be an attractive potential location for the construction of such vessels for

the next several decades.

The Port of Port Angeles had been presented with an opportunity by Westport Shipyards to

locate a yacht building facility in the Port Angeles harbor whose use had always been for

exporting logs. Because of this long-standing use, The Peninsula Daily News reported that

local political leadership was not enthusiastic about a new entity, one not associated with the

forest industry, using a harbor site. A classic fight was anticipated between entrenched

special interests across the North Olympic Peninsula. If so, it would end as all past fights

had ended…no project would be approved.  But this time, something different happened.

Westport is the largest manufacturer of composite structure luxury motor yachts in North

America. The firm currently constructs eight vessels annually ranging from 98 to 130 feet in

length. Its new 50-meter (164 foot)

tri-deck composite motor yacht is

designed to elevate cruise luxury

to a new level. Pictured here is the

New Westport 164 luxury yacht

series proposed to be manufactured,

and now under construction in

Clallam County.              Westport 164

Clallam netWorks cluster teams had already mapped the regions unique assets. The Marine

cluster identified that local ports were deep draft, naturally protected and open year round.

An FAA 747 approved jet runway was available for purchasers of such yachts. The

Technology and Marine Services Cluster teams identified skills related to the fabrication of

aircraft composite materials, cabinet making and topside ship repair that were of critical

value to modern yacht building and maintenance. The Tourism and Agriculture Clusters
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identified resources that would be valuable to yacht builders and their customers. Most

dramatic was the innovative work of firms participating in the Forest Resources Cluster to

find an alternative location for shipping logs. When several clusters realized the importance

of this project to the overall community, they each set to work to connect the value of this

project to their individual cluster interests.

The Clallam netWorks leadership team identified how the potential 252 jobs of this project,

paying an average wage of $52,000 with full health benefits, would address the increased

private provider healthcare and average wage goals established for Clallam netWorks. The

result was that over 100 people from every industry came to a public hearing, under a

Clallam netWorks banner, welcoming Westport to Clallam County and supporting

development of this new shipyard. Westport Yachts officially opened their newest shipyard

on schedule, in November 2004 before 600 Clallam residents, local and state dignitaries.

The presence of this shipyard and its world class market leading engineering and design

capacities will now put Clallam County on the global stage as a leading center of advanced

yacht design and construction, and will lead Clallam County to increased economic growth.

“For the first time Clallam citizens in each industry sector saw how one project would

benefit all of them and enable their approved economic strategy to come to fruition”

commented Jim Haguewood. He further stated, “Nothing like this had ever happened

before…this was the tipping point for Clallam netWorks”. The morning after the Port

Authority approved the project, the Peninsula Daily News quoted a political leader as

saying, “The community railroaded us last night”.  Participants in Clallam netWorks saw

this as a pinnacle achievement; their fellow citizens had taken back control of their

economy. They now knew they could take control of their destiny and make a positive

impact. They realized how collaboration and connectivity actually worked for them.
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Agriculture Cluster

The Agriculture Cluster charted the relationships of annual production cycles of animals

raised, vegetables, flowers, seeds and other crops, and

noted harvesting by month as well. They also mapped

these harvests in relationship with the numerous festival

celebrations held annually through out Clallam County.

The results were surprising, in that no two farmers knew

what the other was doing. The knowledge gained from

the mapping process provided a variety of independent

farmers with opportunities for joint marketing and packaging of their crops into value added

offerings. This annual picture of Clallam’s agriculture economy enabled both consumers and

producers to see and take advantage of a critical mass of agriculture products and services,

which they previously had not known existed. The community also began to see agriculture

as a critical component of the Clallam County economy and as a quality of life strategic

asset. In addition, other clusters became aware that agriculture problems and their solutions

of transportation, cold storage, warehousing, and lack of value added products and

marketing direct to consumer were also problems common to other clusters.

“Before the Clallam netWorks process, the EDC acted as if they did not know that

agriculture existed in Clallam County,” said Nash Huber, a local organic farmer and active

participant leading the Agriculture Cluster. He also pointed out, “ Tourism and agriculture

need to become linked. The development industry has to understand that the aesthetics of

this county, the open spaces associated with agriculture, are extremely important to the

long-term quality of life in Clallam County”.

Once the results of the mapping process were reported to the community, the Tourism

Cluster became much more aware of the importance agri-tourism opportunities were for

enriching the overall tourism sector. Neil Conklin said, “I have seen how cooperation

between the Agriculture and Tourism Clusters has created new tourism product offerings.

People began thinking that a collaborative and less competitive environment would help
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build a shared Olympic Peninsula Brand that benefits us all”. One of these shared ideas led

to the formation of the Dungeness Crab and Seafood Festival business partners Neil Conklin

and Scott Nagel. The event attracts thousands of tourists, and millions of tourism dollars,

each year to the North Olympic Peninsula. The festival promotes Olympic Coastal Cuisine

as a food marketing strategy that carries regional and national impact.

Connie and Jim Beauvais, owners of Alpacas of Cedar Wind, traditionally sold their

animals’ fleece to Mitchel Brothers in Peru, the world’s largest

alpaca fiber processor. At her first Agriculture Cluster meeting

in 2002, Connie Beauvais was asked what the future held for

the area’s fiber animal owners and artisans like her. “We can

all just keep doing what we’re doing, or we can start a fiber-

processing business ourselves,” she said. Today, Beauvais and

others are busy organizing a co-op to purchase and process

fleece in their own mill. “If Clallam netWorks has done nothing else, it’s helped to bring us

all together.”

“I think the Agriculture Cluster had the biggest surprise…they discovered how diverse and

extensive were the microclimates and the agricultural capabilities of the North Olympic

Peninsula”, observed Ann Ashley. The cluster identified specific

added-value opportunity in organic farming of salad greens,

vegetables, berries for jam, as well as expansion of the burgeoning

market for fresh grown flowers such as lavender. “There is no future

for commodity farming in Clallam County. Farms must look to value

added products”, said Nash Huber. “Field to Table” strategies

enabled Clallam growers to go direct to customers to capture more

value chain profit just as ViTAL Economy’s Producer->Customer value chain process

mapping tool taught in cluster training and described in Chapter II, page 41.

Connecting indigenous resource discoveries from the mapping process to the results of

global and regional market research, the Agriculture Cluster was able to focus on increasing
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the revenues per acre farmed by at least ten-fold. The value of moving from commodity to

value added products and services validates the importance of getting closer to C rather than

P along the Producer->Customer value chain. Recent independent economic analysis

indicates that the Agriculture Cluster has actually grown from .5% to 1.3% in its percentage

of the expanding Clallam economy. “ViTAL Economy helped us develop the roadmap and

gave us a sense of empowerment”, said Nash Huber.

The Forest Resources Cluster

The Forest Resources Cluster represents the firms that have made up the historic basis of

Clallam County’s resource extraction

economy for over 100 hundred years.

It is this sector that traditionally provided

the vast majority of high wage jobs and

sustained the regional economy. Then in

the 1970’s “the spotted owl crisis”

reduced forest harvests from 800 million to 150 million board feet per year. Historically, the

majority of forestry firms had focused on harvesting and shipping raw logs, chipping logs

for use in producing pulp for paper manufacturers, or producing cedar shake building

materials. There was limited focus on value added products and services.

Cluster members came together to begin the mapping process to determine what unique

assets might exist in Clallam County to address value added market needs not being met in

the global economy. They also focused on development of a cluster strategy to address

potential changes in state and federal regulations that would enable an increase in the current

level of authorized harvest. The results of the Forest Resources Cluster’s work enabled

business owners with years of experience in a resource industry to define innovative value

added relationships with each other. These new relationships led to additional shared

business opportunities, which, as a result of world-class market research, defined a whole

area of value added business opportunity never before considered.
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Phil Kitchel, Principal of Olympic Resources Company and 2003-2004 Chair of the Clallam

netWorks Steering Committee, said, “by July 2005, the state Department of Natural

Resources (DNR) expects the timber harvest to return to half of what it was before the

spotted owl and its habitat became an issue. DNR has formulated a program of “sustained

yield calculation,” part of a forest management concept that it claims will offer a degree of

predictability. If harvest levels are known for the next decade, an investor will be more

likely to put money into the value-added process.  A series of project initiatives and business

plans have been developed by the cluster to take advantage of expected increases in harvest

levels once authorization is given by government regulators. Cluster project teams were

formed to address the opportunities projected to result from an increased annual harvest.

The story of the alder tree is one of the most engaging and insightful of all the Clallam

netWorks outcomes. As long as any logger can remember, the alder tree has been viewed as

a weed. Wherever it was found to interfere with the harvesting of trees believed to be more

valuable, primarily Douglas fir and hemlock, the alder was bulldozed. The Pacific

Northwest is the only place in the world where the alder naturally grows. Therefore, the

alder tree is a unique resource of Clallam County. During the mapping phase, and supported

by market analysis done by ViTAL Economy, the timber business leaders discovered that

alder was no longer a weed. In reality, it was a value-added resource with a substantially

higher board foot price than other species. It took cluster research analysis to uncover the

alder’s worth. Its hard, workable wood is now recognized worldwide as a unique species for

furniture making.

With this market research in hand, cluster leaders created a business plan to develop an alder

mill. They established business leader to business leader contacts with potential forestry

product manufacturers beyond the North Olympic Peninsula. Mill owners were impressed

with the sophistication of Clallam netWorks analysis of the global market for alder products

and with the active involvement of business leaders. Gary Cantrell, Vice President of

Resources for Port Angeles Hardwood LLC commented, “The knowledge and data that the

Forest Resources cluster team developed was an influential aspect in our decision to locate

in Port Angeles. The information was developed by an impartial third party who provided
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credibility to the information.” Port Angeles Hardwood is now under construction near Port

Angeles. It will be in production by the end of 2005. This represents a $23 million capital

investment by Washington

Alder, owner of Port

Angeles Hardwood, will add

more than 100 jobs to the

Clallam County job base at

an average wage of $40,000,

plus healthcare and

retirement benefits. Port Angeles Hardwood, LLC

“Washington Alder locating here is a result of the cluster activity,” says Bill Hermann of

Hermann Bros. Logging and Construction, Inc. “They looked at other places, but they said

Port Angeles had a different mindset.” Gary Cantrell also commented, “The business to

business relationships of Clallam netWorks were becoming evident to industry players

elsewhere in the state. Clallam netWorks was unique and supported the risk that many other

business leaders were taking. The community and the Clallam netWorks program had

recognizable shared-risk which created a community partner with Port Angeles

Hardwood”.

To meet anticipated demands, the feasibility of alder plantations are being studied by

Clallam netWorks. The City of Forks, nestled between a million acres of

national park and the wild Pacific Coast, is the heart of the Olympic

Peninsula’s West End. Forks had traditionally been a timber town, with

logging the mainstay of the economy. Leaders from the City of Forks

have played a major leadership role in the Forest Resources Cluster.

These business leaders are enabling Forks to combine its timber expertise

with the results of cluster research and an expanded emphasis on technology that will

increase the value of alder resources developed in the City of Forks.  The North Olympic

Peninsula’s West End is sharpening its collective axe to develop alder plantations and value
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added processing capability to share in the growth of the alder market whose demand will

not be met by harvests for at least 15 years.

The Forest Resources Cluster identified a number of additional innovative opportunities that

will create new or expanded forestry businesses. These new businesses will be based on the

integration of technology for development of added value products and services delivered

closer to the customer rather than the producer end of the Forest Resources Cluster value

chain. Bio-energy is one of the new areas of opportunity being investigated by the Forest

Resources Cluster. This value added focus reflects the strength and effectiveness of a

cluster-based approach to economic development. The Forest Resources Cluster team

developed a project called the “Black Box” which included three elements; industrial site

analysis, small timber market analysis and timber inventory update. Through the mapping

process, the team identified a limited supply of land zoned for wood manufacturing and an

increasing need to find uses for wood waste , a bi-product of pre-commercial thinning and

saw mills. This project was the first of two studies that provided wood products industry

leaders with timely information regarding alternative uses and markets for waste material.

The second study was the result of a sense of urgency created by an EPA deadline imposed

on wood waste burning by cedar shake mills in western Clallam County. Clallam netWorks

funded a narrowly focused study to determine the size and economic impact of the cedar

industry, the economics of disposal, and short and long-term strategies. The study

determined that this somewhat invisible, and believed to be dying, industry was valued at

over $10 million per year. The most surprising outcome of the study was the improved

technology for bio-energy production equipment. The local air quality agency expressed a

strong desire to participate in development of a biomass initiative, which would assist in

handling the growing demand for additional electrical generation on the North Olympic

Peninsula with an environmentally friendly solution.

The Forest Resources Cluster convened quickly to develop a project proposal to use “best

technology” and build a 5-10 megawatt bio-energy plant in the City of Forks. The budget for

the study was $100,000, and it required a $50,000 local match before sending the proposal
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to the Washington State Community Trade and Economic Development (CTED) for

consideration. The local match was secured in June 2005 and sent to CTED for review.  The

credibility of Clallam netWorks was evidenced by the Governor’s presentation of a $50,000

grant award within 30 days to support this project. Elected officials described this as the

“fastest” state government response in history.

The Technology Cluster

The Technology Cluster is a network of information-based workers and businesses

providing information services to local companies and individuals as well as information

firms external to Clallam County. Unlike other clusters, the role of technology in the

Clallam economy was not well understood by most business, community or government

leaders. Just as important those individuals and firms representing the technology resources,

skill sets and services used every day by business, government, and non-profit organizations

across the North Olympic Peninsula, were significantly unaware of the diversity and critical

mass of the technology capabilities that existed in Clallam County. Karen Rogers Co-Chair

of the Technology Cluster, Principal of Karen Rogers Consulting and member of the Port

Angeles City Council, observed early on in the formation of the cluster, “While information

technology is an industry in itself, it is also the backbone of every other industry, the virtual

world that makes your cash register ring.”

Clallam netWorks had adopted an economic strategy to transform Clallam’s economy. This

strategy was based on the idea that a primary driver of growth in a 21st century economy will

be the application of knowledge and technology resources both to traditional and new

industries. It was therefore critical that the Technology Cluster focus first on assuring that

the “Fourth Utility, telecom or connectivity, was as universally available and robust

throughout the North Olympic Peninsula as were water, energy and sewer utilities. This

would be critical in supporting the connectivity requirements of the burgeoning technology

industry already present on the Peninsula.

A parallel activity to the expansion of connectivity resources was the development of an

expanded culture of demand throughout the North Olympic Peninsula for connectivity
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CenturyTel

Qwest

Sappho Gap

resources. This would result from an improved end-user understanding of connectivity’s

strategic value in accelerating Clallam County’s ability to effectively compete globally as

well as to attract knowledge work and knowledge workers. One of the key principles of the

ViTAL Economy process is that the improvement and expansion of connectivity resources

in a community must not be built on grants, but on a viable business case that justifies

increased private sector investment created by revenue growth driven by increased end-user

demand. The result has been that private sector investments in high-speed fiber-based

connectivity resources by Qwest, CenturyTel, Capacity Provisioning, Wave Broadband and

local Internet Service Providers now exceeds $70 million.

The collaborative funding of the Sappho Gap, represented by the yellow arrows labeled

Sappho Gap on the map below, is included in this investment calculation. This project

Sappho Gap Project

closed a 27-mile gap between existing fiber rings and provides Clallam County with the first

redundant fiber ring of any rural county in Washington State. Karen Rogers noted, “These

investments were not made out of the goodness of the private sector’s hearts. They are the

result of Clallam County customers of CenturyTel, Qwest Communications, Wave

Broadband and Capacity Provisioning demonstrating their understanding of the strategic

value of connectivity in transforming their economic well being by exceeding all demand
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projections and the most optimistic adoption rates in the U.S.” The success of these

deployments is tangible evidence that a vibrant connectivity mindset has been created in

Clallam County. The cluster and its’ members have played a critical role in developing a

broad citizen understanding of and support for the implementation and use of high-speed

connectivity throughout the region.

With this loop completed, Clallam County is now able to support the infrastructure

requirements of any business or individual. Closing the Sappho Gap has enabled Clallam

netWorks to assist in the creation, attraction and growth of any existing or new business that

desires to compete virtually in the global economy anytime and anywhere. Shane Miller,

President of Call Centers 24X7 based in Clallam County, and Co-Chair of the Technology

Cluster says, “There are some very positive things about operating a business in this area.

The fiber connectivity infrastructure here is outstanding; there is a superior quality of life

and lower costs of doing business. Our business model calls for a distributed rural

workforce, and the skills we find here are a good match for our business development.”

Clallam County can now rightfully claim to be one of the most connected rural economies in

the United States. Connectivity investments in Clallam County are continuing to expand

features and options, which keep Clallam County on the leading edge.

The second priority of the Technology Cluster was increasing awareness of the size,

capacity, capabilities and value of information-based businesses to the Clallam economy. In

conjunction with this focus on increasing awareness, the cluster focused on insuring that

increased opportunities for incubation and collaboration of technology businesses were

present in Clallam County. This increased awareness and improved resources for

collaboration would assure the necessary expansion of the role of technology in

transforming the Clallam economy. Projects related to this priority, such as the CPI

Technology Center, The Olympic Region Coastal Technology Study, the Thursday

Technology Seminar Series, Clallam Freelance, the Lincoln Center Business Incubator in

Port Angeles and the West End Business and Technology Center in Forks, will be

referenced further later in this overview of the work of the Technology Cluster.
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The Technology Cluster quantified for technology firms and the community the diversity

and significance of the technology assets already present in Clallam County. The mapping

process was critical in achieving this outcome. Unlike the other clusters, it was hard for the

community to grasp the role and importance of technology in the economy. “We had to

explain”, said Karen Rogers, “we are neither a building, nor a piece of land. We make,

install and service software and networks that make each of your businesses run better. It

was quite a learning experience for the Technology Cluster and the rest of the Clallam

economy. Virtual, rather than physical assets, were driving growth in the economy.”

The Technology Cluster spent considerable time in helping the other Clallam netWorks

clusters understand that the Technology Cluster was the backbone of their business. The

cluster conducted a confidential survey of annual information technology investments made

by significant private enterprises, health service providers and local, regional, state and

federal public agencies.  Investments by each private enterprise were in excess of $1 million

per year. The annual investments made by public agencies, along with those of health

service providers, were even greater. Annual information technology investments in Clallam

County were documented as exceeding $15-20 million.

Karen Rogers’ dream of Clallam County becoming part of a converging worldwide digital

technology industry was realized when she helped

establish and became manager of Capacity Provisioning’s

CPI Tech Center. The 6,500 square-foot building is a

high-tech environment designed to house and highlight

compatible technology businesses in and around Port

Angeles. The goal of this private-sector investment in Clallam County’s economic growth is

to attract new technology businesses that will provide new family wage jobs and keep

Clallam County businesses competitive in the new “Internet Economy”. “The idea is to

bring together compatible technological businesses in this one-of-a-kind resource where

professionals collaborate on Web and programming services, customer service, marketing

and business development. By co-locating small compatible businesses at the technology
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center, we are enhancing the visibility of each of these businesses in the marketplace. ” she

says. The center has become a valuable technology services resource in Clallam County.

The cluster has achieved significant success in building a collaborative technology

community whose capabilities are becoming better known by many local firms. The

popular, innovative “Thursday Technology Seminars”, a weekly educational forum for

Clallam individuals and businesses to learn how to successfully apply technology to

improve organizational outcomes, are continually oversubscribed. “Clallam Freelance” was

created to connect freelance and contract professionals with qualified employers – on and

off the Olympic Peninsula. Here freelancers can find their next project and post their

qualifications and be matched with prospective clients.  As an example, Washington State

University’s Center for Bridging the Digital Divide is making effective use of the services of

TextPRO Writing Services in Sekiu, owned by Denise Dunne DeVaney, a member of the

Technology cluster. “Denise has been developing case studies of successful information-

based firms located throughout the state for The Center for Bridging the Digital Divide. She

is interviewing candidate firms all over the state. I have talked to Denise a number of times

for this study. She is doing a great job for the Center”, said Monica Babine. TextPRO has

collaborated with work teams on complex information projects for companies in New

Jersey, Washington D.C. and the UK, and is a part of the burgeoning web development

network of professionals on the Olympic Peninsula.

The City of Forks, with its West End Business and Technology Center, a satellite of the

Clallam Business Incubator, currently offers

vocational training courses to support

developing business. In addition to providing

business incubation space for promising

prospects, the facility is connected with both the Lincoln Center’s Clallam Business

Incubator and the North Olympic Peninsula Skills Center in Port Angeles creating a county-

wide, shared-use resource for businesses and workers. These networked facilities are critical

assets in Clallam netWorks strategy of developing high-value technology-driven businesses

and jobs throughout Clallam County.



©2005 ViTAL Economy, Inc. 65

The cluster has also participated in the Olympic Coastal Region Technology study, a project

of Washington State University’s Center for Bridging the Digital Divide. This study focused

on a comprehensive assessment of the information-based assets of the region that could

demonstrate the marketability of the Olympic Peninsula as a location for technology-related

and information-based businesses.  Monica Babine, co-author of the study, commented on

the value of the Technology Cluster. “We went to the Technology Cluster early on in our

study. They were already doing a great job of mapping and connecting information assets in

the region. The Technology Cluster is an incredible resource; they were a great sounding

board; we do not have access to such a valuable resource anywhere else in Washington

State”. The work of the Technology Cluster with The Olympic Coastal Region Technology

Study has opened up significant opportunities for Clallam technology companies to become

back office outsourcing partners for firms along Seattle’s Interstate-5 technology corridor.

To connect the technology cluster with state resources, Shane Miller, Co-Chair of the

Technology Cluster, serves on the Washington State University Program Advisory Board.

As a result of the cluster mapping process, the Technology Cluster now has a much greater

understanding of what technology resources and capabilities exist on the Olympic Peninsula.

This increased collaboration has enabled small firms to band together to respond to RFP’s

they would have never before been able to address. Such teaming efforts enable a more

reliable stream of business for small technology firms throughout the year. Cross-cluster

partnering has enabled a number of technology businesses to gain referrals into existing

North Olympic Peninsula businesses. As an example, Technology Cluster members are

helping Forest Resources Cluster firms with the application of GPS Forestry Management

software into their businesses. This knowledge-sharing process enables Clallam

expenditures that previously had gone to firms outside of Clallam County to be recaptured

and repatriated to the Clallam economy. The collaborative process is enabling all Clallam

netWorks cluster teams to take advantage of technology resources to advance their work in

growing the Clallam economy.
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According to Karen Rogers, “The technology industry is now seen by Clallam citizens as a

serious component of the local and regional economy. The Clallam netWorks process, tools

and disciplines helped affirm the existence and importance of the technology community for

the Clallam economy. Without the process, this validation might not have occurred, nor

would the increased investments in technology and connectivity assets ”. The work of the

Technology Cluster has redefined for Clallam County what they understand to be the real

and growing economic drivers of its economy. Clallam citizens, businesses and government

leaders have a much better understanding of the critical role that technology will be playing

in transforming their local economy and connecting them to the global economy.

Education and Training Cluster

The Education and Training Cluster, led by Bob Lawrence of Peninsula College, has had a

significant impact on the Clallam netWorks strategy. This cluster brought together for the

first time all of the public and private training resources serving the workforce development

needs of Clallam County. Cluster participants were surprised to learn of the existence of

many overlapping and unconnected resources. They also learned that by working with each

industry cluster to identify training needs and service gaps, the collaboration of existing

cluster resources could meet almost any defined need.

An early project asked the Marine Services Cluster to identify its education and training

needs. Mapping revealed that its ship repair/boat builder

members, unaware of local training alternatives, were sending

their employees out of the area to be trained. This along with

training needs identified by other clusters would eventually be

taken over by Peninsula College and local schools, adding

almost $1 million dollars a year to the Clallam economy.   Platypus Marine

During the formation of Clallam networks, it became clear to Jim Haguewood that the only

efficient way to achieve the improvement of 5,000 jobs by $5,000 per year was through

training. This conclusion was based upon the outcomes of the marine services training now
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being conducted by Peninsula College. Subsequently, the Clallam netWorks staff, in

partnership with the Education and Training Cluster team, developed a grant application to

conduct targeted training by connecting several existing programs. These programs include

Workfirst, Washington State’s welfare-to-work program, the Employment Security

Department, the state’s largest and most comprehensive employment resource, and Clallam

netWorks. This $50,000 grant resulted in the development of five training courses servicing

85 students. The graduates of these programs achieved a 75% hire rate.

The success of this initiative led to the creation of an even more comprehensive workforce

development project connecting employers, job seekers and

education and training resources. This initiative is known as

The Bridge Project. It is a collaborative project, combining

the resources of Clallam netWorks, Peninsula College and

Workfirst, designed to insure that employers and job seekers

get the most out of training opportunities. Employers help to

design and teach the curriculum. This assures them of a qualified source of entry-level

workers with the basic skills prospective employees must have to be ready to go to work.

Job seekers know they will receive training in the basic skills employers want them to have

when they are ready to go to work. Prospective employees get the opportunity to meet with

multiple employers, create job search networks and enhance their chances of finding an

entry-level job with opportunities for advancement. Training is available in the fields of

healthcare, retail customer service, hospitality, timber, construction and composites.

“Peninsula College has been great to work with—they listen,” says Kevin Blake, a former

principal of Platypus Marine, Inc., a Port Angeles yacht outfitter. “We came up with what

we required, and the college set up classes to meet our needs.” Platypus has gained

worldwide recognition for the craftsmanship of its employees and its first-class facility on

the Port Angeles waterfront. Several of the workforce development programs created

through the cluster process have led to increased hourly wages for dozens of skilled and

semi-skilled workers.
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To effect a demographic age change in the work force, Clallam netWorks needed to involve

education to increase skill levels of existing workers and develop new skills in young

people. Specific focus was placed on Peninsula College. Clallam netWorks perceived the

college as an economic development driver of the North Olympic Peninsula economy, rather

than only a service provider. College President, Tom Keegan, says, “The college’s

programs will be guided by the Clallam netWorks cluster approach”. Encouraged by

training programs already working for Westport Shipyard and Platypus Marine, Keegan

says, “If our local economy is going to be built in certain areas, the college must train the

work force for those areas”.

“As the cluster members discovered the economic impact and potential that education,

especially Peninsula College, had for the community, they changed their initial opinion of

the cluster from only a support cluster to a cluster that could be an economic driver”

commented Jim Haguewood. This realization led to the creation of the Peninsula College

Applied Environmental Technology Center of Excellence. This center is based upon the

indigenous resources and industries that exist in the region. It provides education, training,

and hands-on research and internship opportunities for students, workers and professionals

in natural resources management, biotechnology and marine services.

The president of Peninsula College led the concept development team. The plan required a

$100,000 local match to secure funding through the Washington State Community and

Technical College System. Tom Keegan, Jim Haguewood, and several EDC Board members

raised the local match in one week from local businesses. Jim Haguewood noted, “This

commitment was only achieved based upon the relationship of the concept to the Clallam

netWorks economic and community development strategy. The donors knew exactly the

purpose of their investment and where it was going”. Since obtaining these investments, the

College has established both the marine services and natural resources management sections

of the Applied Environmental Technology Center of Excellence. Key department heads

from these areas attend related cluster team meetings and are providing expertise and

resources to cluster activities.
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An important outcome of the Center of Excellence’s work was a 2005 grant from the

National Science Foundation of $1million for the

Natural Resources department to lead the study

and documentation of the Elwha Dam removal.

Early on in the ViTAL Economy mapping

process, the Elwha Dam removal was seen as a

unique resource that should be leveraged for

economic benefit. The successful award of this grant was based upon the Clallam netWorks

principles of collaboration. The grant project includes the Olympic National Park, Lower

Elwha Tribe, and Western Washington State University Huxley College of the Environment,

Washington’s Department of Fish and Wildlife and Peninsula College Center of Excellence.

“The Clallam netWorks’ economic strategies drive what programs the college will offer in

the professional and technical areas,” Tom Keegan says. “We have created a Center of

Excellence focused initially on applied natural resources… we have hired faculty and we

are working on a number of different initiatives related to the natural environment. The

Lower Elwha Dam removal is going to require hundreds of technicians, so we’re gearing up

to offer programs related to soil, water, trees and fish.”

Creation of the North Olympic Peninsula Skills Center, a collaboration of five K-12 school

districts, Peninsula College and the Clallam Business Incubator at the Lincoln Center has

been one of the important education and training initiatives of Clallam netWorks. This

unique collaboration incorporates a skills center and business incubator in a combined

community facility. Ann Ashley stated, “When people start understanding the power they

have to manage their economy by sharing planning and funding, unexpected and awesome

things begin to happen. All parties decided to put their money together to build a common

facility where students can learn and businesses can grow.”

The Lincoln Center, located in Port Angeles, opened for Business January 2004. It includes

the Clallam Business Incubator, North Olympic Peninsula Skills Center and the Peninsula

College Training Center. They are all linked to a satellite skills center resource housed in the
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West End Business and Technology Center and Peninsula College branch campus in Forks,

which serves the needs of school age and adult learners in the West End of Clallam County.

Jim Haguewood explained, “A business is only successful when its employees are skilled

and productive, and the business is profitable. A lot of employees don’t understand that,” he

said. For those who do, the North Olympic Peninsula Skill Center in Port Angeles, offers

training in 12 separate vocational courses—free, supported by the state.  Haguewood further

observed, “In two years Clallam netWorks went from issuance of cluster reports supporting

development of a combined incubator and skills center to having a facility under

construction and training programs ready to go. How many economic development

strategies do you know that can move that fast, including obtaining funding that did not

exist, for a unique collaborative concept?” Speedy implementation becomes possible when

a unique initiative, such as Lincoln Center, is understood in the context of community

approved, supported and integrated economic and community development plans. A primary

concern of prospective employers is the availability of a trained work force. “Besides our

skill-base, built around boat construction and repair,” Haguewood said, “the thing that

sealed Westport Shipyard’s decision to move to Port Angeles was the Skills Center and a

curriculum to support their business.”

The Clallam Business Incubator, partnering with the Skills Center under the Lincoln Center

umbrella, offers

promising entrepreneurs

mentoring and guidance

within the Clallam

netWorks’ economic

development plan. “The

theory behind the

Business Incubator is to

encourage entrepreneurship in Clallam County and to develop business from within,” said

Keegan. “High school and college students in the Incubator and Skills and Training Center,

housed in the same facility (Lincoln Center) can serve as interns or paid employees. The
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educational institutions win, because their curriculum is solid and they are providing hands

on experience for students. The students win, because they are receiving that experience,

and the incubator businesses win, because they gain the human resources of capable

students.”

Another education component of Clallam netWorks strategy was to reverse the historic

decline in school age enrollments. In 2000 the school districts of Sequim, Port Angeles and

Forks projected continuing enrollment declines through 2008. Port Angeles alone was

projecting a net loss of 1,000 students and a loss of $5 million in annual funding. Clallam

netWorks set out to develop a strategy that would create a climate of economic opportunity

that would expand the number of high-value family wage jobs which in turn would stabilize

the K-12 student population, which is the future workforce of any economy.

The results have been significant. The Sequim School District now has the highest

enrollment it has ever achieved, when only two years ago they thought they would need to

close schools. The Port Angeles School District has significantly reversed its enrollment

declines, which has substantially increased the available educational dollars per year beyond

what had been budgeted. The Quillayute Valley School District, serving the City of Forks, is

also showing the same movement in increased K-12 enrollments.

The workforce and skill development resources needed for present day and future growth

were already present in Clallam County. These public and private sector resources only

needed to share knowledge about their capacities and capabilities, which was facilitated

through the Clallam netWorks process. Leaders learned through collaboration of existing

education, human capital and business resources, they did not need to look beyond Clallam

County for their solutions. “Too many times in the past we’ve tried to reach out and find an

external source to come in and solve our problems,” says Karen McCormick. “To say

here’s what we have, now what do we need to grow other businesses around industry needs

to continue growth in the community. What a wonderful concept.”
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These positive signs are a clear indication that connecting education and economic

development strategies makes practical as well as strategic sense. The Education and

Training Cluster has become a significant contributor to the accelerated growth of Clallam’s

economy.  Clallam netWorks participants have learned that education and training is more

than a service, it can be a strategic asset that help’s business increase revenues, expand

workforce value and lower employment cost. Education, business and community leaders

are now experiencing the positive impact that can come from applying ViTAL Economy’s

3C’s of economic development -collaboration, connectivity and changed spending - to

implement a successful, collaborative expansion of the Clallam economy.
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Linking the Work of Cluster Teams to Economic Goals

Outlined in this chapter were initiatives prioritized by the cluster Co-Chairs as critical

actions that could achieve the measurable goals established by Clallam netWorks. The

number of jobs and the associated wage levels for each initiative were quantified. Clallam

netWorks leaders then linked these goals to the 2007 strategy objective. This chart depicts

the connection of these initiatives to achievement of the Clallam netWorks goals of job

development, wage expansion and economic growth. “This is a strategic approach to

shifting a local or regional economy,” says Haguewood. “We were developing leaders that

believed in the Clallam netWorks vision and learned how to implement this vision and

recruit additional champions”. Ann Ashley commented, “Clallam netWorks participants

went from spending their time having meetings to figure out what was wrong in their

community… to becoming managers of a new and thriving Clallam economy. That is an

important task and people will take it seriously”. Cluster development, as demonstrated in

this chapter, is a critical component in achieving citizen led economic transformation.

Clallam netWorks
Goals

FOREST
RESOURCES

•  Alder Mill

•  Wood Composites

•  Increase DNR Harvest

•  Black Box Site Project

FINANCE

•  Rules of Engagement

•  Community Finance

•  OPFAN

AGRICULTURE

•  Fiber Mill Feasibility

•  Ag Processing Center

•  Lavender Industry

•  Farmers Market

EDUCATION

•  Natural resource training

•  Industry training

•  Centers of Excellence

MARINE SERVICES

•  Aquaculture Feasibility

•  Cold Storage Feasibility

•  Transportation

•  Marine Skills Training

TECHNOLOGY

• Build Tech Community

• Thursday Tech Seminar

• Clallam Freelance

• Promote Telecom Nets

• Olympic Coastal TechTOURISM

•  Tourism Summit

•  Lifestyle Packages

•  Hospitality Training
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V:  Clallam Leaders Look to the Future

In 2003, the National Governors Association recognized Clallam netWorks as a leading

example of successful rural economic transformation. In addition, the program received the

Washington State Governor’s Award for Economic Development in the same year. “There

has been a “huge mind shift,” says Haguewood, “now the idea has taken hold that there is

opportunity here.  The way Clallam County is viewed within Washington State, and even the

world, has changed dramatically. Haguewood often is asked, “How did you do it? How can

we become part of it? ”Karen Rogers laughs “We’ve created a big wave; now everybody’s

got his board and wants to surf the wave.”

Most significant is the fact that many of the accomplishments of Clallam netWorks to date

resulted from implementation of approximately 20-30% of the specific project

recommendations of the cluster teams described in Chapter II.  Additional results have come

from cluster implementation of unforeseen projects that resulted from creation of a positive

climate of economic opportunity across Clallam County. Jim Haguewood commented that,

“With Clallam netWorks in place, the EDC is now inundated with requests for information

and development opportunities. We have proved that the investment attraction strategy of

prior economic development efforts in trade show trips is not as productive. Clallam

netWorks prepared the landscape for the economy to grow, and we are blossoming because

economic development is now everyone’s job, not just the EDC.

Washington’s Office of Community Trade and Economic Development Director Martha

Choe praised Clallam netWorks as a “leader in taking a vision and translating it into a

reality. Clallam is the best example of economic development innovation.”  The

transformation of Clallam County into an economic model for others to emulate was the

result of hundreds of Clallam citizens taking responsibility for and control of their futures.

Nash Huber commented, “The cheerleader (ViTAL Economy) helped us develop a road

map. It gave us a sense of empowerment as to who we are, and what we have to offer the

Clallam netWorks process.” Continued success will require Clallam citizens to transfer this

sense of empowerment to an even broader base of citizen leaders throughout the county.
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Past success is no guarantee of future success

Despite clear measurable successes, which have far exceeded the goals established for

Clallam netWorks, much work lies ahead for the leaders of Clallam netWorks. Many of the

most significant strategies developed by industry cluster teams have yet to be implemented.

A number of these projects are in development. Some have not made it from concept to

creation of a measurable business strategy that can be financed and implemented. Once

these strategies are fully developed, Clallam netWorks will need to have the additional

equity financing sources in place, which have been planned as part of the Clallam netWorks

integrated finance framework. This would enhance the CDFI resource established by

ShoreBank Enterprise Pacific, in collaboration with Clallam netWorks, to support new

businesses.

A declining agricultural land base challenges progress towards implementation of additional

Agriculture Cluster recommendations. This land base is a critical economic resource needed

for farmers to transition from growing commodity crops into raising value-added organic

crops. These lands also create the attractive environment that is a critical component of

Clallam’s quality of life asset. This open space positively differentiates the North Olympic

Peninsula for the attraction of 21st century work and workers. The Agriculture Cluster has

begun to advance a multi-dimensional strategy that includes farmland-financing, value-

added processing capability, product development resources and expansion of farmers

markets. Clallam County commissioners have approved a ballot issue, to be voted on in the

Fall 2005, which would create a 1% buyers’ excise tax for the sole purpose of funding the

purchase of development rights on agricultural land. In addition, a feasibility study was

recently completed for the construction of a Food Enterprise Center in the area of Sequim.

The Agriculture Cluster identified this center as one of its critical recommendations for

increasing value-added food production in Clallam County. Both of these initiatives require

significant cross-industry collaborations to support their implementation. The challenge for

Clallam netWorks leaders will be communicating to Clallam citizens the significant
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economic and community development benefits that they will enjoy if these initiatives,

contained in the Clallam netWorks plan, are implemented.

The Tourism Cluster has been significantly challenged since the initiation of Clallam

netWorks. Historically, tourism industry leaders have limited experience with collaboration

or development of comprehensive strategies based upon global market research and industry

trends. The hurdle impeding this collaboration is structural. Funding for tourism promotion

and planning is derived from a 2% lodging tax on each night stay in hotels, motels, B&B’s

and trailer parks, which generates about $1 million per year. The incorporated municipalities

or county, in which a facility exists, control funds generated from this tax and spend these

funds principally for advertising campaigns. As a result, local chambers of commerce and

tourism agencies, rather than providers of tourism services, control the allocation of these

funds.

Tourism Cluster recommendations were developed in cooperation with tourism providers

and focused on improvement in the quality of accommodations and customer service,

connecting to the 2010 Winter Olympics in Vancouver BC and the creation of packaged

value-added lifestyle tourism experiences. These recommendations could potentially add

$180 million annually to the Clallam economy. Clallam netWorks leaders need to develop

strategies to address the challenges of a territorial culture that exists across the tourism

industry. If not, private sector leadership will be limited, as will be the opportunity to

achieve even a small percentage of the increased revenues forecast in the research conducted

by the Tourism Cluster.

The success of Clallam netWorks has brought with it double digit increases in housing costs

over the past four years. This impacts housing affordability for the increased number of

current and future workers that Clallam County will require to meet the needs of the

expanded business base created through the successful implementation of Clallam netWorks

strategies. Solutions to affordable housing are available if Clallam netWorks implements the

integrated community development finance recommendations developed by OPFAN and the

land use recommendations proposed in the Foundations Report. Success in economic growth
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has also begun to impact the available quality and quantity of skilled workers for companies

such as Westport Shipyard and Port Angeles Hardwood. Maintaining the momentum already

created by the success of Clallam netWorks will require a disciplined focus on development

of strategies to address these issues of workforce development and housing affordability.

Strong community leadership is critical to the future of Clallam netWorks

All communities have periodic turnover in the leadership of political jurisdictions, agency

executives and elected officials. The success of Clallam netWorks has been a direct result of

expanding its leadership beyond the base of local government leaders to include community

and business leaders. The clarity of Clallam netWorks direction, and its very measurable

success, is the result of a collaboration of community, private sector and government leaders

working together to actively advocate and implement Clallam netWorks strategic plan.

“Long-term commitment and dedication to consistent implementation of the strategic plan is

vital. It is also dependent on the leadership of the community and private sector as the winds

of political change inevitably occur”, says Jim Haguewood.

Clallam netWorks leaders discovered that creating and maintaining an environment of

collaboration is a delicate and critically important endeavor. They also learned that short-

term success, despite three decades of negative economic history, could breed complacency.

One of the greatest risks to future economic progress is to become comfortable with current

economic success. The extraordinary growth in residential, retail and industrial development

in the North Olympic Peninsula, followed by higher-than-state-average retail sales and job

growth two years in a row, has led some Clallam leaders to think that their work was done.

Clallam leaders, like those in other communities who have worked hard for several years to

overcome decades of adverse economic realities, have begun to wonder, “How long is this

going to take?”  The appropriate response to this question is another question, “ How long

did it take to build Clallam County? Is it finished yet?” Obviously the answer is, “ It’s been

here 150 years, and it’s still evolving!” Clallam netWorks is not a finite project, but a life-

long process of building a positive environment for economic collaboration and growth.
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ViTAL Economy has encouraged Clallam citizens to understand that the skills and methods

they learned to use in Clallam netWorks, which dramatically turned around three decades of

economic decline, must become incorporated into their community’s behavior. This will

enable the next 50 years to be guided, not by 18th century rules of survival, but rather by

21st century principles of collaborative economic and community development growth and

expansion. Bill Herman sees Clallam netWorks as an evolving process. “It’s not the

beginning, and it’s not the end. It’s very complex—changing people’s viewpoint on how they

do business and build an economy to effectively compete in the 21st century.”

“Clallam netWorks has kicked off something here that will continue; there’s momentum in

this community now,” says Karen McCormick. In the future, she believes it will be

important to keep the clusters motivated and focused on the mission, because “we all have

priorities and other issues, but we cannot loose sight of the importance of what we have

begun together.”

In April 2003, ViTAL Economy recommended the creation of a collaborative leadership-

training academy.  The leadership academy would provide a structured curriculum for

development of future collaborative leaders in business, community and government. They

would acquire the skills required to develop the decision making culture Clallam County

will need to succeed in the 21st century economy and address the leadership gaps identified

in the Coalition Leadership Assessment report referenced earlier in this case study. “ViTAL

Economy, which completed its work in April 2003, may not be here now. But what is here is

the recipe they gave us for success. If we use it well and follow what they taught us, the

Clallam community will succeed in taking control of our economic destiny”, says Karen

Rogers.

Maintaining vigilance for the return of silo-behavior culture

The greatest risk to Clallam netWorks is the potential belief by Clallam citizens that the old

behaviors, prevalent during the three decades of Clallam County’s economic decline, will

not return and that new behaviors will not be challenged. Clallam netWorks successes are
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the result of a broad base of citizen leaders applying newly learned collaborative behavior,

espoused by ViTAL Economy, to develop and implement economic strategies that have

become a model for transformation of rural economies. Through inertia, communities can

easily slip back into old routines if they are not vigilant. Apathy can easily result from a

feeling of satisfaction about how far the community has come in reversing its history of

economic decline. This feeling of satisfaction could potentially keep Clallam netWorks from

maintaining the sense of urgency (Step1 in the Eight Steps for Managing Change) that has

enabled it to transform the Clallam economy. Maintaining this sense of urgency is critical to

maintaining the momentum of Clallam netWorks and to prevent the return of the old way of

silo-leadership behavior that was in force during Clallam County’s past 30 years of

economic decline.

Even with unprecedented accomplishments and positive community impacts, dissenters can

arise and attempt to circumvent the cluster process and the Clallam netWorks collaborative

leadership structure. These representatives of the status quo would want to be in control,

even if control meant an economy that is less robust. In their minds, control of a smaller

economic pie would be better for them than a larger economic pie that would not be in their

control. If left unchallenged, the climate created by such individuals, and their undermining

actions, could prevent Clallam netWorks from achieving full implementation of its 21st

century economic strategy. It could also prevent full assimilation of the ViTAL Economy

principles underpinning Clallam netWorks collaborative economic strategy within the long-

term leadership culture of Clallam County.

Every rural community that successfully transforms its historic declining economy faces

such obstacles at every stage of economic and leadership transformation. Traditionally such

bumps in the road occur at 12 to 18 month intervals throughout the development and

implementation of collaboratively led economic strategies. The leaders of Clallam netWorks

have faced such challenges and successfully overcome them almost every 18 months since

May 2000. If transformational change of an economy were easy to adjust to, every rural

community would be successful in transforming its economy. The economic transformation

achieved thus far by Clallam netWorks has not been easy to achieve, but it can be
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maintained as long as a community’s leaders are aware that such roadblocks will always be

a reality. The more successful Clallam netWorks becomes, the greater the rear-guard

challenges will be. These are challenges that should never be ignored.

The future success of Clallam netWorks is in the hands of citizen leaders

The opportunity for Clallam citizens, as for all rural economies in the midst of economic

transformation, is to understand that the success of Clallam netWorks is the result of the

collaborative hard work of hundreds of citizen leaders rather than the work of a rear-guard

whose behavior is to control rather than to collaborate.  Clallam netWorks achievements are

the result of Clallam citizens recognizing that they can successfully chart their own

economic future, in collaboration with each other, to grow the pie of economic opportunity.

The past accomplishments of Clallam netWorks will only be a forecast of future economic

progess if Clallam citizens continue to act on the premise that economic development is the

job of everyone, not the chosen few.

Neil Conklin commented, “We have really benefited from ViTAL Economy’s guidance and

global perspective. There are very few mentoring consultants like them in the world.” The

citizen leaders of Clallam netWorks now have the skills to move forward on their own to

create an even more robust economic growth strategy. They are already doing this through

expansion into new clusters of opportunity, which focus on development of economic

growth in new areas targeting heath services and aviation.

Clallam netWorks is becoming imbedded as the 21st century process which Clallam citizens

use to manage the growth and expansion of their economy. ViTAL Economy’s collaborative

and measurable process for managing an economy is becoming a way of thinking and acting

in Clallam County. This is a story that continues to unfold. Many Clallam citizens now

recognize that the transformation of their economy is not a project with limited time

duration. It is a life long journey of self-assessment and commitment that enables rural

economies to realize economic independence and prosperity for all.
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Appendix A

List of White Paper Interviewees

Numerous interviews were conducted with Clallam network participants as
background research for development of this white paper. We have provided below a
list of those interviewees who are quoted within this white paper including an
identification of their roles within the Clallam networks process.

Karen McCormick, President First Federal Savings and Loan
Chairman, Olympic Peninsula Finance Advisory Network

Karen Rogers, Karen Rogers Consulting & Member of Port Angeles City Council
Chairman, Technology and Marine Services Cluster Team

Ann Ashley Former Project Coordinator, Clallam netWorks EDC
Peninsula College

Mike Glenn, Administrator, Olympic Medical Center
Healthcare Cluster Team

Tom Keegan, President, Peninsula College
President Clallam County EDC, 2003-2004

John Berdes, CEO Shorebank Enterprise Pacific

Mike Dickerson, Shorebank Enterprise Pacific

Nash Huber, Organic Farmer
Agriculture Cluster Team

Neil Conklin, Owner, Bella Italia Restaurant
Agriculture Cluster Team
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Connie Beauvias, Alpacas of Cedar Wind
Agriculture Cluster Team

Phil Kitchel, Olympic Resources Company
Chairman Clallam networks Steering Committee, 2003-2004
Forest Resources and Education and Training Cluster Teams

Bill Hermann, President, Hermann Bros.
Chairman, Forest Resources Cluster Team

Shane Miller, Call Centers 24x7
Chairman, Technology Cluster Team

Monica Babine, Coordinator, e-works Program
Center for Bridging the Digital Divide, Washington State University

Denise Dunne DeVaney,
Technology and Education and Training Cluster Team

Bob Lawrence, Workforce Coordinator, Peninsula College
Chairman, Education and Training Cluster Team

Rod Fleck, City of Forks Attorney and Planner
President of Clallam netWorks EDC

Walt Schubert, Mayor City of Sequim
Chairman Clallam netWorks Steering Committee
2nd Vice President of Clallam netWorks EDC

Jim Haguewood, Former Executive Director Clallam netWorks EDC
Principal, One Group Consulting



©2005 ViTAL Economy, Inc. 83

Appendix B

Frank Knott & ViTAL Economy Backgrounder
www.vitaleconomy.com

Frank Knott has been the President of ViTAL Economy, since it’s
founding in 1992. It specializes in development, implementation and
financing of fully integrated economic and community development
strategies. These strategies are centered on industry cluster analysis and
focused on achieving tangible and measurable results for rural and
economically distressed economies in the United States, Canada and
Australia. ViTAL Economy client economies have created more than
$1 billion in annual sustainable economic impact, created thousands of
new high wage jobs and built hundreds of entrepreneurial firms.

In 2004-2005, ViTAL Economy completed a cross-border investment attraction strategy for
the Peace Country Region of Alberta and British Columbia as well as comprehensive
economic, capital and technology assessments of two rural multi-county economic regions
in Central and Southern Illinois. It also developed recommendations for sustainable
economic strategies for rural Delaware communities. In April 2005, ViTAL Economy
released an integrated strategy for implementation and collaborative financing of a cluster
based rural economic development strategy for all of the rural regions of British Columbia.

During 2004, ViTAL Economy completed the first study ever conducted of economic
development outcomes resulting from sponsorship of Winter and Summer Olympics by host
cities throughout the world over the past 30 years. ViTAL Economy also served as an
advisor to the Federal Home Loan Bank of Des Moines on the design and facilitation of its
April 2004 landmark national forum “Capitalizing Rural America.

From 1984-1992 Mr. Knott was Chairman and CEO of Videoconferencing Systems, Inc.
(VSI) a leading international software developer and integrator of multimedia conferencing
systems serving the education, healthcare, government and corporate markets. Mr. Knott
also was elected the President of the International Teleconferencing Association. He has
served as a member of corporate boards specializing in board governance, capital
development, and audit committee responsibilities.

Mr. Knott has also founded a number of regional and national public/private charitable
partnerships involved in economic redevelopment, education and healthcare access, job
training, and youth empowerment. He has been appointed to a number of national roles
focused on sustainable economic and community development policy. Mr. Knott’s expertise
in building successful public private partnerships has been recognized by the administrations
of several US presidents including Jimmy Carter, Ronald Reagan, and Bill Clinton.
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Appendix C

Clallam netWorks Achievement Barometer

       September 2004 Progress Toward 2007 Goals

2,285

$40,000

400%

108.3

5,000 300%

69% 110%

Retail Sales Growth + Increase in Total Wages (No Spin Off Effects Included)

$210 MM 155%Annual Wages Increased By $326.6 Million

9,310 New Jobs Created By Sept.2004

$43,337 Average Wage for 2,512 New Jobs

 7,489 Existing Jobs Improved by $5,000/Year

Average Wage at 70% of State Average Wage

5.7% 120%  2000 Unemployment Rate Down from 7.9%

$294 MM 190%  $558.9 Million Increase in Annual GDP


