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The Business of Urban Growth 
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Neil Tambe 

ABSTRACT 
Just like businesses, cities must create and capture value with and from their 
customers. At the same time, cities don’t have the luxury of using the tools 
developed by business strategy scholars to guide their decision making, because 
those tools have not been translated to account for the complexity of civic 
enterprises – until today. This paper translates Allan Afuah’s business model 
framework so that it can be usefully applied to guide decision-making 
surrounding value creation and capture by the leaders of civic enterprises.	  
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Introduction	  
Imagine a city at its peak. It has over 1.8 million people and it’s one of the largest 
cities in the United States. Jobs are plentiful and the city is a hub of culture and 
industry. It has museums, safe streets, and its prospects for the future are bright. 
 
This idyllic image describes the city of Detroit, at its population peak in 1950. 
Since then, the City underwent consistent population decline, reaching a 
population of just over 700,000 in 2012 – a 60% decline from its population 
apex1. At its peak in 1950, Detroit was a city on the move, in 2012 it was a City 
that had moved on. 
 
In 2013 Detroit was largest city in the history of the United States to enter 
bankruptcy. After a tumultuous, widely publicized proceeding, Detroit emerged 
from bankruptcy about 17 months later2. Now, Detroit aspires to grow. 
 
Detroit, and other municipalities, are not unlike businesses in their pursuit of 
growth. They have revenues, costs, customers, and competitors. They have 
employees and they have management teams. To survive, they must collect more 
money than they spend. Cities’ elected leaders, make managerial, operational, 
and strategic decisions just like the senior management teams of large, private-
sector firms. 
 
Even though cities and firms essentially do the same thing – create and capture 
value – business leaders have the benefit of a body of scholarship, tools, and 
frameworks to help them make decisions, while municipal leaders do not. 
Though a relatively new field of study in business, scholars of business strategy 
have provided a wealth of resources which business leaders use everyday to guide 
how they make decisions. Leaders of municipalities, counties, states, and even 
countries have no such tools at their disposal, because there is not yet such field 
as “Civic Strategy”.  
 
Some tools used by business leaders may be somewhat useful for Mayors, 
Governors, or other elected officials as is, but those tools and frameworks from 
the field of strategy are not translated to account for the complexities of running 
civic enterprises like cities, counties, regions, or states. 
 
Until today. In this paper, I translate Allan Afuah’s strategy framework for 
analyzing business models to be used to analyze the “business model” of how a 
civic enterprise creates and captures value. With this translated business strategy 
framework, a Mayor (or another leader of a civic enterprise) can think more 
concretely and rigorously when making strategic decisions on how the civic 

                                                   
1 (Myler 2013) 
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enterprise creates and captures value from its customers: residents and 
businesses. 

Overview	  of	  Business	  Model	  Framework	  
In his book outlining key concepts related to the innovation of business models, 
Allan Afuah defines what a business model is, clearly and succinctly: a business 
model is “a framework or recipe for making money – for creating value and 
capturing value.”3 Of course, this value is created for and captured from a 
particular customer by a particular company. Business models answer a deep, 
fundamental question that every enterprise grapples with – how do I make 
money so that I can stay in business? 
 
Afuah continues by presenting the key components a business strategist must 
articulate to analyze a business model. These 5 components are linked, and must 
be aligned for a business to be profitable. They are4:  
 

• Customer Value Proposition 
• Market Segment 
• Revenue Model 
• Growth Model 
• Capabilities 

 
Here is a summary of how Afuah defines each of these components5: 
 
Component Definition Notes 
Customer 
Value 
Proposition 
(CVP) 

“Those things that a firm 
and its products/services 
can do for customers to 
solve their problems 
and/or satisfy their needs 
better than competitors” 

• CVP must be better than what 
competitors offer 

• CVP is derived from the 
perceived benefits that the 
customer perceives as valuable 

• Customers may not know they 
find value in something until 
it’s offered; CVP may then 
involve helping customers to 
discover latent needs 

Market 
Segment 
(MS) 

“The groups of customers 
to whom a value 
proposition is being 
offered or should be 
offered, how many 
customers there are in 
each group, their 

• Firms can cooperate with 
knowledgeable customers, 
complementors, or even rivals 
to co-create value and increase 
willingness-to-pay from its MS 

• MS’s with bargaining power 
(e.g., because of rivalry, high 

                                                   
3 (Afuah 2014) 
4 (Afuah 2014) 
5 (Afuah 2014) 
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willingness to pay, and 
the attractiveness of each 
group.” 

threat of substitutes) is less 
likely to be profitable 

• MS is linked to CVP – 
increasing CVP contributes to a 
firm’s position in a given MS 

Revenue 
Model (RM) 

“How many customers 
get to pay how much for 
what product/service, 
when and how.” 

• Goal of a RM is to get as many 
customers as possible to pay 
close to their reservation price 
without driving them away 

• Without resulting revenue 
growth, cost cutting is 
unproductive 

• Pricing is a critical element of 
revenue model 

• Source of revenues can vary 
(e.g., Car Dealers may make 
more money on servicing cars 
than with car sales) 

 
Growth 
Model (GM) 

“What a firm has to do to 
increase the number of 
customers, increase 
willingness-to-pay, keep 
prices close to customers’ 
reservation prices while 
keeping costs low.” 

• GM is about growing profitably 
increasing revenues while 
keeping costs low 

• Successful GMs may prompt 
coopetitors to request a higher 
portion of profits or cause a 
competitor to imitate or 
leapfrog the firm 

Capabilities “Consist of resources and 
activities. Resources or 
assets are what a firm 
owns or has access to. 
Activities transform 
resources into value 
created and/or 
captured.” 

• Capabilities are central to every 
business model 

• Resources include: Brands, 
people, equipment, products, 
culture, financing, knowledge, 
patents, people, copyrights, 
trademarks trade secrets, 
relationships with coopetitors 
in an ecosystem, distribution 
channels, shelf space, position 
in a network, installed, base, 
etc. 

Additional	  Notes	  Regarding	  Growth	  Models	  
There are three basic strategies that can be employed to grow revenue: run, block 
and team-up6: 
 

                                                   
6 (Afuah 2014) 
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• Run – the company innovates before competitors get a chance to become a 
threat. Through innovation, the company is always one step ahead of its 
competitors 

• Block – the company tries to prevent a competitor from taking its position 
• Team-up – Work with coopetitors to share resources and pursue 

prolonged profitability as a team 
 
Of course, growth cannot occur profitably if the company’s cost structure 
balloons as it grows. Therefore, the company must focus on maintaining low 
costs. These costs fall into two categories: production costs and transaction costs. 
Together, these costs outline the cost structure of the business7: 

 
• Production Costs – Costs that go into conceiving, designing, and 

manufacturing a product or delivering a service. These costs consist of 
fixed, variable, marginal, and sunk costs. 

• Transaction Costs – Costs related to searching for inputs, any contracting 
activities, and the monitoring / enforcement of contracts and agreements. 

 

 
Figure 1 - Components Of A Business Model8 

                                                   
7 (Afuah 2014) 
8 (Afuah 2014) 
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Value creation and value capture, and consequently business models, are 
fundamental to any enterprise. Words like value, customers, revenues, price, and 
other concepts may not be the language used by public or social sector 
organizations to describe their organizations and operations. However, value, 
customers, revenues, and price are certainly things that every social and public 
sector organization has. 
 
Leaders, whether at the level of cities, regions, or states, do not have a applicable 
framework to help them make decisions regarding how they create and capture 
value, even though their enterprises certainly do those things. Afuah’s framework 
for business model innovation is a good starting point for a public value creation 
and capture framework because at its core, value creation and capture is exactly 
what it tries to explain. 
 
With better tools to guide decision-making related to value creation and capture, 
civic enterprises and their leaders will better serve their customers, and grow 
sustainably. 

Applying	  the	  business	  model	  framework	  to	  cities	  
I now turn to translating Afuah’s Business Model framework so that it can be 
used by governmental leaders attempting to catalyze sustainable growth in cities. 
I do this by taking each component of the framework and adapting it from 
private-sector use to use by civic enterprises. 
 

Definitions	  
Before launching into the translation of the framework, here is how I will use 
terms normally associated with business in the context of the value creation and 
capture of civic enterprises. 
 
Table 1 – Adapted Uses Of Common Business Strategy Terms 

Term Business Usage Adaptation to Civic Enterprises 
Customer A person who buys 

a product / service 
from a business. 

Customers are anyone who pays taxes. 
Customers do pay a financial cost (e.g., 
taxes) and an opportunity cost (living 
somewhere else). For this paper, I also 
exclude tourists as customers for reasons of 
simplicity in the model. 

Value Economic value: 
willingness-to-pay 
for a good / service 
minus its cost 
(including 
opportunity costs) 

For cities, value is a broader concept 
because residents make decisions on where 
to live for more than just economic reasons. 
A civic enterprise’s customers consider the 
gamut of Maslow’s hierarchy of needs – 
safety, basic needs, agency, health, 
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meaning, etc. Therefore, value must be 
more comprehensively defined, beyond just 
economic value 

Company / 
Enterprise 

A group of people 
running a for-
profit business 

A city is certainly an enterprise, but doesn’t 
seek to only generate profits composed of 
economic value. Moreover, I think of the 
City government as a whole to be an 
enterprise, each individual city department 
is an enterprise within the enterprise. 
NGOs are complementary enterprises to the 
City government. 

Products / 
Services 

A bundle of 
features which 
provide value to 
customers 

Similar to businesses, civic enterprises have 
offerings with a variety of features. These 
include programs and services, but usually 
not physical products. 

Competitors A rival who seeks 
to create and 
capture value from 
the same 
customers 

For a city, its competitors are other cities 
trying to court the same residents. Under 
certain conditions, competitors may 
become coopetitors. 

 
I now turn to translating each component of Afuah’s business model framework 
to apply to civic enterprises. 

Revenue	  Model	  
Revenue models are the business model component least open to interpretation 
for cities, because how cities can generate revenue, i.e., levy taxes, is restricted by 
law. Unlike businesses, cities cannot change their revenue models (say from a 
cost-plus model to a razor and blade model) on a whim. 
 
The major ways that cities generate revenue are three-fold, taxes, 
intergovernmental transfers, and fees9. 

Taxes	  
Tax revenue sources for local governments generally consist of property taxes, 
sales taxes, and for some municipalities, municipal income taxes. In 2010, 40% of 
local government revenues consisted of taxes. Property taxes were the largest 
source of own-tax revenue, surmising 30% of total local government revenues 
nationwide10. 

Intergovernmental	  Transfers	  
In 2010, Intergovernmental transfers accounted for $544B in local government 
revenues, which amounted to 38% of local government revenues11. These 
transfers come from state governments and the federal government. The portion 

                                                   
9 (National League of Cities n.d.) 
10 (Williams and Shandunsky 2013) 
11 (Williams and Shandunsky 2013) 
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of revenue coming for intergovernmental transfers varies across states. For 
example, a 2010 study of the local government revenues of 8 Western states (AZ, 
CA, CO, ID, NV, OR, UT, and Washington) reported that amongst those states the 
highest proportion of state revenue was in Nevada (23%) and lowest in Colorado 
(3%). The national average of state revenue sharing was 15%12. 

Fees	  and	  Other	  Revenue	  Sources	  
Other revenue sources can include fees for city services or special option taxes 
allowed by the state13. These “other” revenue sources accounted for 23% of local 
government revenues in 201014. 
 
Despite the revenue model for cities being largely statutory and fixed, there are a 
few other revenue sources for city governments that have varying levels of 
adoption. They exist in the arenas of philanthropy / public-private partnership 
(P3) and crowdfunding. These models could be supplemental revenue models 
that civic enterprises can tap to expand their sources of revenue. 

Philanthropy	  /	  Public-‐private	  partnership	  
Public Private Partnerships are a legitimate vehicle for financing projects, 
particularly large infrastructure projects, but the trend hasn’t caught on in the US 
as much as in Europe. For example, from 1985 – 2011 US deals accounted for 9% 
of global output of public-private partnerships15. Researchers claim that part of 
the reason why is that US state and local governments lack the expertise required 
to scale up P3 deals16. 
 
Philanthropic funding levels to local government has varied since the founding of 
the United States as a Republic, but rhetoric on the topic has reentered public 
discourse in the late 20th century. Research by Irvin and Carr suggests that civic 
enterprises that put effort toward partnering with philanthropic organizations do 
see higher levels of giving (e.g., from foundations) than those who do not17. 

Crowdfunding	  
Civic crowdfunding is emerging as innovative, alternative revenue source for city 
government initiatives. In these projects, citizens propose projects for funding by 
their neighbors, usually for initiatives not completed by the city. A 2014 study by 
Rodrigo Davies, found that the majority of these projects were in areas of garden 
& parks, one-off events, and education & training18. Moreover, 80% of projects 
have a value of $10,000 or less19.  
 

                                                   
12 (Boise State University Public Policy Center 2010) 
13 (National League of Cities n.d.) 
14 (Williams and Shandunsky 2013) 
15 (Holeywell 2013) 
16 (Estrate and Puentes 2011) 
17 (IRVIN and Carr 2005) 
18 (Davies 2014) 
19 (Davies 2014) 
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The 2014 study only tracked 181 projects, which is a very small portion of all the 
dollars spent by local governments20. However, the trend of civic crowdfunding 
has the potential to change from a weak signal to a disruptive trend as platforms, 
processes, and ecosystems surrounding civic crowdfunding mature. 

Growth	  Model	  
For a business it’s clear what needs to grow: profits. Leaders of civic enterprises 
care about the all-elusive “growth” but what does growth actually mean? Does it 
mean more jobs? Does it mean more investment or “innovation”? Does it mean 
new residents? Urban growth literature focuses on economic growth and there 
are varying schools of thought, ranging from the New Economic Geography, New 
Growth Theory, and Institutionalist Political Economy21. 

What	  should	  a	  city	  be	  growing,	  anyway?	  
The problem is, the customers of a civic enterprise – its residents, businesses and 
potential residents & businesses – have broader conceptions of value than just 
economic growth, leaving conventional economics-based models of growth 
inadequate for a civic leader broadly making strategic decisions about value 
creation and value capture. 
 
Leaders of civic enterprises can, however, use a proxy for value creation and 
capture – the civic enterprise’s financial statements. It’s not free to live 
somewhere. On the contrary, a civic enterprise’s customers pay a price, which 
forces customers to make a trade-off. The acceptance of that trade off increases 
the civic enterprise’s revenue. So, if revenues are growing faster than costs, it is 
an indirect indicator the city is creating value. Different scenarios of revenues 
rising and costs falling imply different interpretations about how a civic 
enterprise is creating and capturing value. 
 
City revenues can grow for three reasons: 
 
Table 2 – Reasons Why Civic Enterprise Revenues Grow 

Reason for 
change 

Interpretation 

Tax Rate Increase / 
Citizens Contribute 
More 

People are willing to pay a higher “price” to live in the city. 
This indicates that they value their residency more highly 
than they did previously 

More People / 
Businesses Move To 
The City 

Greater numbers of people are willing to “buy” the 
“product”, implying improved value capture. 

The Taxable 
Income of People / 
Businesses 
Increases 

If a resident or business entity’s taxable income increases it 
may not mean that more value is being created (because 
the entity may not attribute increased income to the civic 
enterprise). However, if the entity decides to stay in the 

                                                   
20 (Davies 2014) 
21 (Davies 2014) 
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city, it does mean that the civic enterprise’s tax rate has not 
yet hit the reservation price of the entity and the civic 
enterprise is more efficiently capturing more value through 
taxes. 

 
City costs can fall for two reasons: 
 
Table 3 – Reasons Why Civic Enterpise Costs Fall 

Reason for 
change 

Interpretation 

Increased 
Productivity 

If residents call for lower taxes or a disbursement of the 
cost savings, that is tantamount to a dividend, implying 
that residents don’t trust the city enough to invest in value-
adding projects and that the money is better spent by 
residents themselves. If not, that implies that the city is 
creating value because residents are implicitly allowing the 
city to “invest” in value-adding projects. 

Cutting Programs If residents move as a result of program cuts, it implies 
that the action is destroying value because those residents 
see a better alternative elsewhere. 

 
Using a civic enterprise’s revenues and costs as a proxy encompasses the broad 
conception of value that residents use to decide whether the tradeoff of taxes 
levied is worth it. When it comes to modeling growth, cities should frame their 
strategies around the best proxy for value they have: the trajectory of revenues 
and costs of the civic enterprise and its underlying indicators: population, 
housing prices, and total cost of living. 

Growing	  Revenues	  
Given the previously defined proxy for value creation and capture – revenues and 
costs – that’s precisely what a civic enterprise’s growth model should be anchored 
in. Looking at revenues specifically, a growth model should be framed around 
growing tax revenues. Assuming that a city will not increase the tax rate, 
increasing revenues can be done using four generic strategies: increasing the 
number of residents, increasing the number of businesses, increasing taxable 
wages of residents, and increasing taxable profits of businesses. 
 
However, revenues can also come from non-tax sources and non-fee sources, like 
philanthropy / P3 and crowdfunding. This adds an additional layer to a civic 
enterprise’s growth model. Hence, a civic enterprise has 6 generic strategies it 
can use to increase revenues: increasing the number of residents, increasing the 
number of businesses, increasing taxable wages, increasing taxable profits, 
increasing crowdfunding, or increasing philanthropy / P3: 
 
Table 4 – The Six Generic Strategies For Icnreasing Revenues Of Civic Enterprises 

 Individuals Businesses 
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Quantity Increase Residents Increase Businesses 
Taxable Income Increase Wages  Increase Profits 
Non-tax Income Increase Crowdfunding Increase Philanthropy / P3 
 
As discussed earlier, Afuah presents three generic strategies for increasing 
revenues: block, run, and team up. Those generic strategies still apply. However, 
in practice, they should be applied not at the component level, but to one of the 6 
generic strategies for civic enterprises listed in Table 4. For example, a civic 
enterprise at-large should not have a block, run, or team-up strategy. Rather, a 
civic enterprise should have a block, run, or team-up strategies for increasing 
residents, increasing wages, increasing the number of businesses etc. 

Growth	  Tactics	  
As a tactical matter, the guidance of “Increase Businesses” or “Increase Wages” is 
not helpful for practitioners attempting to create or execute an urban growth 
strategy because it is not specific. In some areas, greater specificity is needed and 
can also be provided with logic or empirical backing. In other words, there are 
specific levers within each of the 6 generic strategies for civic enterprises that can 
be pulled to enhance revenue growth: 

Increase	  Residents	  
These tactics are derived from logic. There are only two ways to increase 
residents: creating new residents or attracting residents from elsewherei.  

Increase	  Businesses	  
These tactics are derived from logic. There are only two ways to increase 
businesses: creating new businesses or attracting businesses from elsewhere.  

Increase	  Wages	  
There are two schools of thought related to why wages rise: learning theory and 
signaling theory. Learning theory suggest that increased education or worker 
experience improves productivity22. Signaling theory suggests that workers 
qualifications and experiences signal something about their underlying traits to 
employers23. The growth tactics for increasing wages – increasing abilities / 
productivity and improving signaling to employers – are derived from these 
theories. It intuitively makes sense – either provide an employee with the ability 
to be more productive, or, provide employers better abilities to determine which 
employees are less risky bets to hire. 

Increase	  Profits	  
These tactics are derived from logic. Profits increase because firms improve their 
performance. This can occur because of improvements within firms, or by 
improving the quality of the firms’ operating environments (e.g., propensity for 
knowledge spillover). Surely, there are exogenous factors which affect firm 
performance (e.g., changing industry conditions, regulation, acts of god) but 

                                                   
22 (Weiss 1995) 
23 (Weiss 1995) 
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those factors are outside of the control of a civic leader. Therefore, we focus on 
two areas that cities can reasonably influence, intra-firm productivity or inter-
firm productivity. 
 
Table 5 - Generic Revenue Growth Strategies with Growth Tactics 

 Individuals Businesses 
Quantity Increase Residents 

• Increase Births 
• Attract Residents 

Increase Businesses 
• Attract existing 

businesses 
• Increase 

entrepreneurship 
Taxable Income Increase Wages  

• Increase productivity 
• Increase effectiveness 

of signaling 

Increase Profits 
• Increase intra-firm 

productivity 
• Increase inter-firm 

productivity (e.g., 
knowledge spillover) 

Non-tax Incomeii Increase Crowdfunding Increase Philanthropy / P3 
 

Cost	  Structure	  
Increasing revenue generation doesn’t matter if that growth does not occur 
profitably – or sustainably, in the nomenclature of public and social sector 
organizations. Which is to say that revenue generation doesn’t matter if costs rise 
faster than revenues, because that eventually leads to fiscal crisis or bankruptcy.  
 
For civic enterprises, private-sector cost structure concepts apply congruously. 
Civic enterprises must consider both production costs and transaction costs when 
evaluating its cost structure. This analysis of production costs and transactions 
are notable considerations when a civic enterprises which services it will deliver 
itself and which services it will contract out to private providers24. 

Market	  Segments	  and	  Value	  Proposition	  
Market segmentation is a concept that also applies congruously for civic 
enterprises, without much translation needed. Indeed, customer and market 
segmentation it is already being called upon as a useful tool for city governments 
to adopt, especially because citizens are beginning to expect sophisticated 
offerings from governments, just like the ones they get from private-sector 
companies25. 
 
Like any enterprise, it would take rigorous analysis to produce segments that are 
targeted enough to be useful when improving service delivery and value creation. 
Moreover, those segments must be refined over time26. Moreover, to be useful, 

                                                   
24 (Ferris and Graddy 1989) 
25 (Baker, et al. 2013) 
26 (Baker, et al. 2013) 
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civic enterprises must understand what each of those segments value, otherwise 
they would not be able to create offerings that those segments would use. 
 
Because the revenue and growth models of civic enterprises are relatively fixed, 
however, there are a few generalizable segments to start from: individuals and 
businesses. An array of research across disciplines articulates what each of these 
generalized segments value and why they migrate from one location to another. 

Individuals	  
A survey of economic geography research reveals an intense debate over what 
causes individuals to migrate. On the one hand, jobs are considered to be the 
dominant factor for migration. On the other hand amenities – offerings that 
improve quality of life – are advocated as the dominant factor in migration 
decisions. Others suggest that the relative importance of jobs and amenities 
depends on the age of the individual and his / her level of education. 

Jobs	  
Although more contemporary research emphasizes the role of amenities in 
migration decisions, a few studies of narrower demographic groups emphasize 
the role of jobs in migration decisions. 
 
For example, a study of the 2000 census reached the broad conclusion that 
migration of the young (i.e., college graduates) to cities was higher in places with 
economic growth and technology jobs27. Another study affirms this finding, 
indicating that the highly educated (particularly young males) report that jobs is 
the most important factor in migration decisions28. A 2009 study of migrant 
engineers found that amenities played no role in migration decisions for that 
group and that jobs and economic opportunity did play a role29. 
 
It is worth noting, however, that the role of different factors (jobs, economic 
opportunities, amenities, city density, etc.) affecting the propensity to migrate 
varies materially by age, life-stage, and other demographic factors. To generalize 
all “individuals” as being predominately influenced by jobs or amenities is a 
fallacy. 

Amenities	  /	  Quality	  of	  Life	  
It is one thing to say that amenities matter, and entirely another to understand 
which amenities affect life satisfaction and what amenities individuals value 
most. A survey of research reveals that a wide variety of factors affect individuals’ 
life satisfaction – an analog concept for quality of lifeiii.  
 
Natural Amenities and Weather – In numerous studies, climate and 
proximity to natural amenities like mountains, bodies of water, and mild seasons 
are noted as the primary driver explaining variance in quality of life measures 

                                                   
27 (Gottlieb 2003) 
28 (Niedomysl and Hansen 2010) 
29 (Scott 2010) 
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across cities. One study, for example, suggested that approximately 70% of the 
variance in quality of life across cities was due to natural amenities30. 
 
Social Capital – Perceived quality of relationships affects life satisfaction to a 
“very substantial extent.”31 “Having someone I can count on” is also a strong 
indicator of life satisfaction, registering a .67 point effect on a 10 point scale32. 
 
Education – Increased levels of education indicate higher levels of life 
satisfaction. This effect, however, is correlated to a number of other variables like 
income and social trust. Those with education tend to be wealthier and be more 
integrated in their communities, which themselves are both also indicators for 
increased life satisfaction33. That raises the notion that it’s not education that 
affects life satisfaction but that education makes it easier to do things that do 
affect life satisfaction. 
 
Trust in institutions – Contextual effects like institutions also matter. 
Individuals who believe that corruption in business or government is widespread 
show a .2 point drop on a 10 point scale34. 

Existing	  Businesses	  
The work of Michael Porter clearly articulates what business value and what 
would grow businesses in the inner city. Porter’s model highlights the 
competitive advantages and disadvantages of urban business. These factors are 
implicit indicators of what businesses value in urban areas. 
 
Table 6 - Summarized Value Drivers from Porter's Model35: 

Value Driver Notes about Value to Business 
Strategic Location • Cities are strategic locations to operate a 

business in because they care close to dense 
population areas, business centers, and transit 
hubs. Businesses located in cities can benefit 
from and therefore value these assets. 

 
Local Market Demand • Cities have consumers who can buy products. 

Businesses value access to customers. 
 

Integration With Regional 
Clusters 

• Businesses need access to assets that they don’t 
have. Integrated industry clusters provide a 
network of support and resources for 
businesses. 

 
                                                   
30 (Albouy 2008) 
31 (Helliwell 2008) 
32 (Helliwell 2008) 
33 (Helliwell 2008) 
34 (Helliwell 2008) 
35 (Porter 1995) 
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Human Resources / Skilled 
Labor 

• Businesses need a hardworking, skilled labor 
pool to succeed. Cities are large labor pools. 

• Businesses may need skilled employees, 
managers, or both. 

 
Usable Land • Businesses need access to usable land. Cities 

have land, which is valuable to businesses only 
when it’s developed enough to use or can be 
developed easily. 

 
Building Costs • Businesses value environments where it is easy 

and inexpensive to build facilities. Businesses 
value affordable and efficient zoning, 
permitting, and licensing processes. 

 
Other Costs • Businesses value places that minimize other 

operating expenses like water, utilities, taxes, 
regulatory compliance, etc. 

 
Security • Businesses value locations where it is safe for 

the employees and customers to engage. 
 

Infrastructure • Businesses need access to roads, airports, 
transit, IT, etc. to operate. Hence, they value 
infrastructure. 

Capital • To grow, businesses need access to capital. 
Hence they value location with developed 
capital markets. 

Attitudes • Businesses value locations that do not hold 
“antibusiness” attitudes. For example, business 
may avoid locating in places where community 
members make unreasonable demands. 

 

Capabilities	  
Capabilities actualize the creation of value for civic enterprises or any other 
enterprise on the planet. Indeed, a simple way of thinking of value creation is to 
suggest that enterprises create value by applying added-value activities to 
resources in a systematic way that maximizes benefits for a specific customer and 
for the firm. In other words, enterprises create value by applying capabilities to 
their business models. 
 
Thus far, I have translated Afuah’s business model framework so that it can be 
used effectively by the leaders of civic enterprises. The last component of the 
framework is capabilities. Again, capabilities are simply assets and the activities 
to convert those assets into value. 
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But how does one even make sense of all the capabilities a civic has or needs to 
create value? 

An	  organizing	  framework	  for	  capabilities	  	  
Bruce Katz and Julie Wagner of the Brookings Institution, provide a useful 
framework as a starting point for making sense of the capabilities that civic 
enterprises need to create and capture value. In their work on Innovation 
Districts, they articulate three types of assets required to catalyze innovation 
clusters in urban areas36: 
 
Economic Assets – “the firms, institutions and organizations that drive, 
cultivate or support an innovation-rich environment” 
 
Physical Assets – “the public and privately-owned spaces—buildings, open 
spaces, streets and other infrastructure—designed and organized to stimulate 
new and higher levels of connectivity, collaboration and innovation” 
 
Network Assets – “are the relationships between actors—such as individuals, 
firms and institutions—that have the potential to generate, sharpen and 
accelerate the advancement of ideas.” 
 
Of course, this paradigm categorizing assets and activities is focused on economic 
value creation in geographically bound clusters. However, this framing of 
capabilities can be translated into a general framework so that it applies to value 
creation by civic enterprises more broadly. 
 
One necessary addition to the framework would be to add a category that 
highlights management activities required to create and capture value. Certainly, 
the ability of civic enterprises to create and capture value is influenced by its 
leadership, culture, and management practices. 
 
Given these considerations, I offer the following framework for categorizing the 
capabilities of civic enterprises: 
 
Table 7 - Translation of Innovation District Asset Types 

Innovation District Category Translation 
Economic Assets Intangible Assets 
Physical Assets Tangible Assets 
Network Assets Stakeholder Networks 
[N/A] Management Systems 
 
As an added data point of rationale validating this translation, each of these 
translated categories map roughly with the categories in the competing values 

                                                   
36 (Katz and Wagner 2014) 
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framework, a framework used broadly to explain phenomena across business and 
managementiv. 
 
Table 8 - Organizing Framework for Civic Enterprise Capabilities 

 Activities Assets 
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Stakeholder Networks 
 
The formal and informal 
relationships with and between a 
civic enterprise’s stakeholders. 
These relationships affect the 
movement of people, resources, 
and ideas. 

 
Intangible Assets 
 
The immaterial assets that a civic 
enterprise can use to create value. 
(e.g., weather, brand, knowledge, 
talent levels, city culture) 
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Management Systems 
 
The activities and practices 
executed by the leadership, 
management, and staff of the civic 
enterprise and its partners to 
create and capture value. 

 
Tangible Assets 
 
The sellable, assets that a civic 
enterprise can use to create value. 
(e.g., land, capital, equipment, 
technology, etc.) 

 

An	  illustration	  of	  civic	  enterprise	  capabilities	  
Much like a civic enterprise’s value proposition and market segments, its 
capabilities are something it uniquely possesses and crafts. In other words, a civic 
enterprise’s specific capabilities must necessarily be tailored to match its value 
proposition and market segments for creating and capturing value. 
 
Because civic enterprises likely have some capabilities in common, I have 
included an illustrative set of those capabilities below to give a sense of what each 
category of the framework means in practice. 
 
Table 9 - Example Capabilities of Civic Enterprises 

 Activities Assets 
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Stakeholder Networks 
 
• Cross-industry partnerships  
• Neighborhood development / 

community organizers 
• Information dissemination 

platforms / press 
• Annual public entertainment 

events 
 

 
Intangible Assets 
 
• Brand and Reputation 
• Climate / Weather 
• Trust of residents 
• Safety 
• Motivation of residents 
• Knowledge / Cultural institutions 
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Management Systems 

 
• Vision and Strategic Plan 
• Customer discovery / feedback 

systems 
• Revenue collection 
• Licensing processing / 

efficiency 
• Program implementation 

capabilities 
 

 
Tangible Assets 

 
• Land 
• Equipment 
• Capital / Claims to Cash 
• Buildings 
• Credits / Tax-free zones 
• Technology / Software 

 

How	  to	  use	  this	  framework	  
Having a tool for modeling value creation and capture for civic enterprises is not 
valuable if it is not used. To use the framework, use a 3 step process of Assess, 
Implement, Iterate: 

Assess	  
First list out all the details for each section of the framework. T0 make the 
process easier, start with these questions: 

• Value Proposition – What benefits are we providing and to whom? 
What’s unique about what we offer compared to our competitors? 

• Market Segments – Who are we really trying to serve and attract? Who 
are we intentionally not trying to serve? 

• Revenue Model – How do we generate cash to operate? Are there other 
resources that we acquire, and how? 

• Growth Model – How are we increasing the number of residents and 
businesses, and, how are we increasing taxable income for businesses and 
individuals. 

• Capabilities – What do we own or have access to that helps us create and 
capture value? 
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After listing out details of the civic enterprise’s value creation and value 
capture model, determine whether the model aligns across components of the 
framework. These questions highlight linkages across components of the 
framework: 

• Do the target market segments truly benefit from the value 
proposition? 

• Does the civic enterprise have the capabilities it needs to implement 
its growth initiatives? 

• Is the civic enterprise doing something that can easily copied by 
others? Is the civic enterprise doing something unique and different 
from its competitors? 

• Is the civic enterprise’s financial position sustainable? Is it charging 
the right “price” for the value it is creating? 

Implement	  
After analyzing the current-state model, determine ways to improve the value 
creation and value capture activities of the civic enterprise. When designing and 
implementing improvements, consider these principles in each area: 
 
Component Implementation Considerations 
Customer Value 
Proposition 
(CVP) 

• Uniqueness – the benefits the civic enterprise provides 
have to be differentiated from competitors. Is what 
you’re doing valuable and different? How will you 
communicate that difference? 

Market 
Segments (MS) 

• Targeted – no city can appeal to all types of residents 
and businesses. Which groups will you target?  

Revenue Model 
(RM) 

• Comprehensive – The civic enterprise cannot sustain if 
it does not capture some of the value it creates. Are you 
creating value from people you can capture it from? Put 
another way, are you creating value for people that pay 
taxes in some way? 

Growth Model 
(GM) 

• Focused – It is easy to create growth initiatives that 
sound good but don’t actually generate results. Are your 
initiatives focused and with measurable outcomes in 
one or more of the four growth drivers? For a cost 
reduction initiative, how will you measure the 
possibility that that destroy value? 

Capabilities • Collaboration – Civic enterprises don’t always have the 
capabilities they need to enact value creation and value 
capture? Are there any allies you can partner with to 
enhance value creation? Are there any competitors you 
can turn into coopetitors? 
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Iterate	  
While implementing the changes to the civic enterprises model for value creation 
and value capture, build in checkpoints to monitor progress and metrics that 
provide real-time (daily or weekly) feedback of results. Then, use those 
checkpoints to reassess the direction of new initiatives. When necessary, restart 
the assess, implement, iterate process. 
 
It’s unlikely a civic enterprise can get the feedback it needs unless it has open 
lines of communication with its targeted market segments and mechanisms to 
interact or co-create with them. Leaders of civic enterprises (whether CEO 
equivalents or heads of Departments) should build relationships with external 
parties so that they can get direct feedback from the people who matter most: 
customers. 

Reflections	  
Over the course of doing this research to translate business model thinking so 
that it could be more applicable to civic enterprises, I have reflected on how we 
run municipal governments in the United States. I offer the following reflections 
on how we need to approach municipal governance differently. 

Redefining	  Value	  
There are a wide range of stakeholders influencing how a city operates and the 
decisions its leaders make. On the one hand, there are businesses who seek to 
maximize their own profits. There are citizens who seek to maximize their own 
welfare. There are political actors who seek reelection. Every stakeholder group is 
operating with a different metric of success. Value means something different for 
every individual and institution. 
 
The most critical underpinning which needs to change is how civic actors define 
and measure value. Instead of being different, there have to be consistent (or at 
very least aligned) definitions of value so that decisions can be made based on the 
most relevant conception of value. Otherwise, actors will most likely be working 
in conflicting directions. In civic enterprise, a common language for articulating 
value is needed. 
 
What’s difficult is that everyone has different conceptions of what value is, which 
makes it difficult to have a common language about value creation and capture. 
This problem, however, reveals the beauty of the business model framework – it 
forces a unifying conception of value for all stakeholders. We may not be able to 
measure value created and captured directly, but if tax revenues rise faster than 
expenses, the civic enterprise is likely creating and capturing value effectively. 
 
Especially as partnerships and collaborations occur across sectors and to solve 
problems that transcend profit and loss, it is absolutely critical to redefine value 
in more human terms – much like suggested by Venkat Ramaswamy and C.K. 
Pralahad with their introduction of the humanization of value occurring because 
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of co-creation. Unless we have a common understanding of value, collective 
action will be extremely difficult. 

“Seeing	  the	  whole	  board”	  
In one of my favorite episodes of the West Wing, Hartsfield’s Landing, the 
fictional President – Josiah Bartlet (played by Martin Sheen) – is playing chess 
with one of his aides, Sam Seaborn (played by Rob Lowe). In the episode, the 
President encourages Sam to see the whole chess board instead of focusing on 
only one aspect of the game. At the same time, the president is dealing with a 
diplomatic crisis and must “see the whole board” to come up with the best 
solution to resolve the crisis. 
 
Leaders of civic enterprises must do the same. Different city departments, in a 
way, are responsible for different parts of a city’s chess game. Some departments 
help businesses, and some help citizens. Some focus on economic growth while 
others focus on health and safety. Every department sees only one part of the 
board at a time. 
 
Civic leaders, like Mayors, however must integrate all the pieces of the board into 
one comprehensive strategy. For Mayors, to turn a city toward growth, there is no 
silver bullet. It’s not just a matter of creating jobs, or improving quality of life. 
For Mayors, that choosing one or the other is a false paradox. 
 
Rather, Mayors have to do both – and more – at the same time. They must see 
the whole board and have mutually reinforcing activities to help their cities grow. 
 
This translated business model framework helps civic leaders, like Mayors, do 
just that. It shows them the whole board, so to speak. It shows all the pieces of 
the game simultaneously at the level of the entire model (value proposition, 
market segments, revenue model, growth model, and capabilities) and at the level 
of individual components (e.g., top line growth is driven by increasing quantity or 
income levels of individuals and businesses). 
 
This business model translation gives civic leaders a holistic view of value 
creation and capture. That way, instead of figuring out what value creation and 
capture even means, civic leaders can spend all their mental energy determining 
how to enhance it. 

Conclusion	  
There is a great opportunity in the field of management to create tools, either 
specifically or translated, for civic and social sector enterprises. Civic and social 
sector leaders make high-stakes decisions regularly, but have to do so without 
theoretical and practical guidance. I suggest further research in this area, both to 
provide analytical rigor for the business model translation provided in this paper, 
and to translate other timeless frameworks (e.g., Porter’s 5 forces) for use within 
the civic and social sectors. Doing so could greatly enhance the management and 
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governance of civic and social sector institutions. It is time to develop the 
discipline of Civic Strategy. 
  



DRAFT – © Neil Tambe, 2015 

Bibliography	  
Afuah, Allan. Business Model Innovation: Concepts, Analysis, and Cases. New 
York: Taylor & Francis, 2014. 
 
Albouy, David. "Are Big Cities Bad Places to Live? Estimating Quality of Life 
across Metropolitan Areas." National Bureau of Economic Research, 2008. 
 
Baker, Craig, James Platt, Matthew Richardson, and David von Emoih. "Using 
Data-Driven Segmentation to Transform Government Services." BCG 
Perspectives. Boston Consulting Group. November 26, 2013. 
https://www.bcgperspectives.com/content/articles/public_sector_center_consu
mer_customer_insight_strength_numbers_data_driven_segmentation_transfo
rm_government_services/?chapter=2#chapter2 (accessed April 16, 2015). 
 
Boise State University Public Policy Center. "city Government revenue sources: 
an examination of eight Western states." Whitepaper, Public Policy Center, Boise 
State University, Boise, ID, 2010, 3. 
 
Davey, Monica. "Detroit Is Out of Bankruptcy, but Not Out of the Woods." New 
York Times. New York, NY, December 10, 2014. 
 
Davies, Rodrigo. "Civic Crowdfunding: Participatory Communities, 
Entrepreneurs and the Political Economy of Place." Master's Thesis, 
Massachusets Institute of Technology, 2014. 
 
Estrate, Emilia, and Robert Puentes. "Moving Forward on Public Private 
Partnerships: U.S. and International Experience with PPP Units." Whitepaper, 
BROOKINGS-ROCKEFELLER Project on State and Metropolitan Innovation, 
Brookings Institution, 2011. 
 
Ferris, James H., and Elizabeth Graddy. "Production Costs, Transaction Costs, 
and Local Government Contractor Choice." Working Paper, Bloomington, 1989, 
2. 
 
Gottlieb, Paul D. "Economy versus Lifestyle in the Inter-Metropolitan Migration 
of the Young: A Preliminary Look at the 2000 Census ." International Journal of 
Economic Development 5, no. 3 (July 2003). 
 
Helliwell, John F. "Life Satisfaction and Quality of Development." Working 
Paper, National Bureau of Economic Research, 2008. 
 
Holeywell, Ryan. "Why Isn't the U.S. Better at Public-Private Partnerships?" 
Governing.Com. February 2013. http://www.governing.com/topics/finance/gov-
public-private-partnerships-in-america.html (accessed April 15, 2015). 
 
IRVIN, RENE ́ E A., and Patrick Carr. "The Role of Philanthropy In Local 
Government Finance." Public Budgeting & Finance, Fall 2005: 45. 



DRAFT – © Neil Tambe, 2015 

Katz, Bruce, and Julie Wagner. "THE RISE OF INNOVATION DISTRICTS A New 
Geography of Innovation in America." Brookings Institution. May 2014. 
http://www.brookings.edu/about/programs/metro/innovation-districts 
(accessed April 22, 2015). 
 
Myler, Kofi. "Detroit's population from 1840 to 2012 shows high points, decades 
of decline." Detroit Free Press. Detroit, July 23, 2013. 
 
National League of Cities. Local Revenue Structures. http://www.nlc.org/build-
skills-and-networks/resources/cities-101/city-finances/local-revenue-structures 
(accessed April 15, 2014). 
 
Niedomysl, Thomas, and Høgni Kalsø  Hansen. "What matters more for the 
decision to move: jobs versus amenities." Environment and Planning 42, no. 7 
(2010): 1636–1649. 
 
Porter, Michael. "The Competitive Advantage of the Inner City." Harvard 
Business Review, June 1995. 
 
Scott, Allen J. "Jobs or amenities? Destination choices of migrant engineers in 
the USA." Papers In Regional Science 89, no. 1 (March 2010): 43-63. 
 
Weiss, Andrew. "Human Capital vs. Signalling Explanations of Wages." The 
Journal of Economic Perspectives 9, no. 4 (Autumn 1995): 133-154. 
 
Williams, Roberton, and Yuri Shandunsky. State and Local Tax Policy: What are 
the sources of revenue for local governments? May 7, 2013. 
http://www.taxpolicycenter.org/briefing-book/state-
local/revenues/local_revenue.cfm (accessed April 15, 2015). 
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