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Executive summary

Cities throughout the world are at the front line in economic development. The purpose of this 
paper is to provide the audience with a clear view of what a city is expecting of STPs on its 
territory and at the same time, on the way in which STPs are able to influence and shape cities.

This paper will point out the nature of cities’ responsibilities and obligations. It will also 
describe the extent to which cities’ activities are confronted with when having to respond to 
never-ending demands of all sorts. The audience will understand the major preoccupation of 
cities to constantly find ways to afford the services that they are providing.

Finally, where do STPs fit in the operations of cities, as partners, shapers and influential assets?

We truly believe that if STPs want to be partners with cities, they have to understand what 
drives them, their concerns, and their capabilities to coordinate the whole.
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About cities
With an estimated one million people worldwide moving into cities 
each week, experts predict global urban population to double by 
2050 to 6,4 billion, making 70% of the total world population. 

It is now clear that the future of cities is the future of the planet.

It is therefore essential that solutions that embrace profitability, 
efficiency, and quality of life be found.

« John Longbottom IBM »

 Providing services in an environment of ever-
growing demands (three kind of services: 
essential, necessary, and useful)

 Territorial planning in a complex legal 
environment

 Financial stability in a fast growing cost 
environment

 Economic growth in a competitive worldwide 
context

 Social development in a diversified and 
changing world

 Environmental development in a green 
surrounding world

 Climatic changes

 Human resource development in an eager 
search for a better quality of life

 Asset management in large-scale ownership

 Debt in managing the known and the 
unknown

 Political concerns which may change 
situations and conditions

 Repeated negotiations and agreements

 Controlling expenses

 Assuring revenues depending on potential 
activities

 Borrowing to grow

Roles and 
preoccupations
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•Defined by the total amount produced by the overall 
evaluation of buildings coming from either 
residential, commercial, and industrial development

Assessment

•Defined by the rate resulting from the overall 
assessment divided by the total expenses 
encountered by a city

Tax rate

•Defined by specific expenses divided by the number 
of users

Rates 
(user’s fees)

•Incoming revenues from other levels of governmentGrants 

•Incoming revenues generated from selling services 
outside of the cityOutside servicing

Economical bases
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Future challenges

Two basic questions

Having a Science Park in a city, a major asset or not?
 Any city can count on four different major sources of revenue: residential, commercial, 

industrial and touristic development. Will the industrial development play a substantial role 
on the growth of cities? Will it be dealt with vision and patience?

What’s in it for the City?
 Every city in the world wants to have some advantages coming from industrial development. 

Will Science Parks bring any kind of return to their hosting city?

• Infrastructure backlog (billions$)
• Growing and aging population
• Increasing demand for services, 

facilities and infrastructure

• Climatic changes
• Complexity of legislature
• Environmental concern and awareness
• Unstable economy and funding
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About sustainability

We have to consider the actual trends related to the concept of sustainability. 
To be sustainable, one must consider three different components that must be 
in balance one with the other: the social, the environmental and the economic 
approach. Cities favour activities that are sustainable. 

It is at the advantage of Science Parks to have proposals aimed to enrich 
cities. We will then approach this situation by the sustainable concept.
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The environmental 
component

How do Science Parks affect their environment? City’s point of view with 
regards to this component takes into consideration:
 The quality of “leed” buildings (residential and industrial)

 The clean air and environmental concern of the plants established in the Science Park

 The emphasis put on the green spaces surrounding the plants and the natural aspect of the 
land

The social component
How do Science Parks affect their social environment? City’s point of view 
with regards to this component takes into consideration :
 By the branding it provides to the hosting city

 By the quality profile of the future residents employed in the Science Park, more educated.

 By the quality of the commercial development emerging from the new residential 
development

 Pride brought upon the community by the presence of a Science Park
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The economic 
component

How does Science Parks affect its economic environment? 
This aspect represents a city’s most important concern. The Science Park must prove 
that it enriches the city and that it is a major player in generating new revenues. Each 
city uses a different approach in measuring the return on investment created by the 
construction of a new industrial building. One such method consists of the NPV 
approach where the city will calculate the cost of installing a road with infrastructures 
(water, sewer, asphalt, lighting and hydrants), the amount of revenues it will generate 
on the long term (20 years), and if all of the latter will result in a profit.
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There are many ways that a City can evaluate the feasibility of a project. The NPV 
(Net Present Value) method is one of many but in finance it truly represent a time 
series of cash flows, both incoming and outgoing, is defined as the sum of the present 
values (PVs) of the individual cash flows of the same entity.

In the case when all future cash flows are incoming (such as residential and industrial 
taxes) and the outflow of cash (loans, option fees, incentives, etc…), the NPV is simply 
the PV of future cash flows (outflows and inflows). NPV is a central tool in discounted 
cash flow (DCF) analysis and is a standard method for using the time value of money to 
appraise long-term projects. Used for capital budgeting and widely used throughout 
economics, finance, and accounting, it measures the excess or shortfall of cash flows, 
in present value terms, above the cost of funds.

The economic 
component (continued)
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NPV can be described as the “difference amount” between the sums of discounted: cash 
inflows and cash outflows. It compares the present value of money today to the present 
value of money in the future, taking inflation and returns into account

Each cash inflow/outflow is discounted back to its present value (PV). Then they are 
summed. Therefore NPV is the sum of all terms,

where

• the time of the cash flow 

• the discount rate (the rate of return that could be earned on an investment in the 
financial markets with similar risk.); the opportunity cost of capital 

• the net cash flow i.e. cash inflow – cash outflow, at time t . For educational purposes, is 
commonly placed to the left of the sum to emphasize its role as (minus) the investment. 

The economic 
component (continued)
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Given the (period, cash flow) pairs ( , ) where is the total number of periods, the net present 
value is given by:

To illustrate this, we have produced an example of the return on investment and calculated 
the NPV according to an optimistic, realistic and pessimistic hypothesis.

The economic 
component (continued)

A Science Park growing at the following rate:
a) One building being implanted each year with 50 new high rated workers
b) Each building evaluated at 10M$
c) 20% of workers will be residing in the Science Park City host
d) The costs of the infrastructure (3 km) are evaluated at 12M$
e) The loan is for 20 years
f) The interests are composed of a base rate added to an inflation rate and a risk rate.
g) The city owns the water and sewer treatment plants and is responsible to construct and 

pay for the infrastructures.
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Scenarios

SCENARIOS OPTIMISTIC REALISTIC PESSIMISTIC

Total cost of investment (20 years) (4 000 000,00) $ (4 000 000,00) $ (4 000 000,00) $ 

Total rate of added value 9% 9% 13%

Industrial building evaluation 10 000 000,00  $ 6 000 000,00  $ 4 000 000,00  $ 

NPV after 20 years 16 824 108,16  $ 9 892 349,93  $ 3 366 954,15  $ 

RESULTS CITY GETS RICHER CITY GETS RICHER CITY GETS POORER
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Results 

Results are as follows:

The first scenario (Optimistic) indicates that if the City chooses to invest 4M$ 
to put up the road and the Science Park is able to attract buildings having an 
average evaluation of 10M$  it will enriches the City four times the value of its 
investment (16M$).

The second scenario (Realistic) indicates that if the City still chooses to invest 
4M$ to put up the road and the Science Park attract buildings having an 
average evaluation of 6M$ it will enriches the City more than two times the 
value of its investment (9M$)

The third scenario (Pessimistic) is bases on a much higher rate of interest and a 
low buildings average evaluation (4M$). The results are that the City will get 
poorer.
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Conclusion

It is obvious that a Science Park is a most valuable asset for a city 
and that the partnership remains essential. The city (calculating 
the NPV) must not only be proud of having such facility on its 
territory but it must also invest to allow and ensure the prosperity 
of its Science Park. 

The agency must first understand the city’s concerns, obligations, 
and needs, so that it will be able to define the right approach that 
will lead to a successful and profitable partnership.

15



References

The making of knowledge cities: Melbourne’s knowledge-based urban 
development experience (2008) Tan Yigitcanlar, School of Urban Development, 
Queensland University of Technology, Brisbane, Australia, Kevin O’Connor, 
Faculty of Architecture, University of Melbourne, Melbourne Australia, Cara 
Westerman, Sinclair Knight Merz, Brisbane, Australia.

City branding: A brand concept map analysis of a University town (2010)
Céline Brandt, Assistant professor in the Marketing Department of HEC, 
Management School of University of Liege. Her research focuses are in the areas of 
product and corporate brand reputation, branding, networks in marketing and 
consumer behavior. Her doctoral thesis deals with the measurement of individual 
Brand Image Perception and Brand Reputation using Associative Networks.
Charles Pahud de Mortange, Professor of marketing at the HEC School of 
Management of University of Liege (Belgium). His current research interests include 
products and services branding, corporate branding, brand equity and brand 
valuation, international marketing, and return on marketing investments.

Mega-cities and areas of excellence: urban policy in Italy
Giuseppe Roma, Director General, CENSIS

Branding cities as educational centres. The role of Higher education institutions 
(2012)
Alina Irina POPESCU, Academy of Economic Studies, Bucharest, Management & 
Marketing Challenges for the Knowledge Society (2012) Vol. 7, No. 3, pp. 493-512

Lost in translation? Building science and innovation city strategies in Australia 
and the UK (2008)
Innovation: Management, Policy & Practice, Volume 10, Issue2-3, October-
December 2008
Paul K Couchman, Professor, Griffith Business School, Griffith University – Gold 
Coast Campus, Gold Coast QLD, Australia.
Ian McLoughlin, Professor and Head of Department, Department of Management, 
Monash University, Caulfield VIC, Australia.
David R Charles, David Goldman Chair of Business Innovation, Centre for 

Knowledge, Innovation, Technology and Enterprise (KITE), Newcastle University 
Business School, Newcastle upon Tyne, UK.

Knowledge cities: the answer to the needs of knowledge-based development 
(2006)
Kostas Ergazakis, Kostas Metaxiotis and John Psarras, School of Electrical and 
Computer Engineering, National Technical University of Athens, Athens, Greece

Trends Shaping Tomorrow’s World: Forces in the Natural and Institutional 
Environments (2010)
The Futurist (July-August 2010)
Marvin J. Cetron, President of Forecasting International Ltd., Virginia, member of 
the World Future Society board of directors.
Owen Davies, former Senior Editor of Omni magazine, freelance writer specializing 
in science, technology and the future.

Part 2: Policies and their limitations (2008)
Urban governance in the knowledge-based economy: Challenges for different 
city types
Willem Van Winden, Professor, School of Economics and Business, Amsterdam 
University of Applied Sciences, and School of Economics, Erasmus University, 
Rotterdam, The Netherlands

Research universities as actors in the governance of local and regional 
development (2010)
Springer Science+Business Media, LLC 2010
Harvey A. Goldstein Karin Glaser, Department of Public Governance and 
Management, MODUL University Vienna

Knowledge-based development of cities (2004)
Carrillo, Francisco Javier, Journal of Knowledge Management: 2004; 8, 5; 
ABI/INFORM 
Complete pg. 3

Networking System and Innovation Outputs: The Role of Science and Technology 
Parks (2010)
Alessandra Basile, PhD – Business Economics and Management, Department Impresa, 
Culture e Società, University of Catania, Corso Italia no 55 – 95129 Catania, Italy

Definition of NPV, Wikepedia

16


