Financial Analysis of Innovation Park Expansion
By Venkat Eleswarapu, Ph.D. (Finance)
Innovation Park in the ITA region of Virginia Beach was originally set aside to attract bio-tech firms. It has now morphed into a location for industrial and manufacturing firms. In Phase 1 of the Innovation Park that covers 155 acres (96 acres of developable land), the city has spent considerable money in building Hudome way and providing infrastructure. This has resulted in bringing in two firms, ASC (Acoustical Sheetmetal) and AGI. Now, the city proposes to expand the Innovation Park over two additional phases to provide 68 acres and 298 acres of developable land, respectively.  Are these proposed investments prudent? What is the Return on Investment (ROI) on the money City spent in Phase 1? What are the ROI estimates for Phase 2 and Phase 3?  I address this in the analysis below. 

The table below summarizes the financials for the various phases in the Innovation Park.
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The Return on Investment (ROI) per year on Phase 1 has been a paltry 1.3% so far. Even this is overstated, since we are not accounting for the additional costs the taxpayers bore by giving away prime land at below market price.  ASC was given 24.4 acres for $1.7 million, meaning $69.6K per acre. Similarly, 40 acres were sold to AGI for $4.6 million, or $115K per acre. This compares to $695K per acre land value for the commercial building across the street at 3276 Princess Anne Road. This implies there was an implicit subsidy of $38.5 million on “giving away” land below-market value. On top of this below-market sale, for Innovation Park firms, the City further discounts the land value in the property value assessment for the computation of property taxes. Ignoring all these implicit subsidies, the ROI of 1.3% in Phase 1 is quite glaring.

What about Phase 2 and Phase 3?  VBCCO performed detailed analysis to estimate the potential infrastructure costs for them and posted its findings on a Facebook post on December 16th, 2025. I use the low-end of their estimates ($27.6 million and $107.2 million for Phases 2 and 3, respectively) to be as generous as possible. The projected annual property tax revenues are from the presentation by the Virginia Beach Development Authority on June 13th, 2025. It appears their projections are quite rosy compared to the actual tax revenues from Phase 1. The VBDA seems to believe in “If you build it, they will come” philosophy. In any case, even under the best of scenarios, the ROI will be only 2.3% for Phase 2, and 2.6% for Phase 3. 

How can the investments be justified here with such low ROI? Remember, when the city is making these investments, they are using the taxpayers’ money. In other words, all these subsidies provided to industries result in higher taxes to the taxpayers indirectly. Without this, taxpayers would have more money in their pockets. They could use this savings to earn a minimum 4% return risk-free, by investing in U.S. Government treasury bonds. Given that, what should be the minimum hurdle rate to justify the money spent by the City on manufacturing firms in Innovation Park and betting on their success?  A basic idea in finance is that risky investments require a higher return than risk-free investments. The return on a stock with an average risk (relative to the stock market) earns over 10% over the long run. I would argue that the investments the city is making in Innovation Park should earn more than a hurdle rate of at least 6% to 7% to make it justifiable.  The projected ROI between 2.3% and 2.6% comes nowhere close to that and is even less than a risk-free rate of 4%!  To put it bluntly, this entire Innovation Park is a boondoggle.

Why are we doing this? I have seen “job creation” as a justification for the existence of the Innovation Park. Unlike in a planned socialist economy, in free societies it is inconceivable that government must “create jobs.”  The primary role of a city government is to provide “public goods” by delivering safety, good schools and infrastructure like roads, sewer system, etc., at the lowest possible tax burden. When all this occurs, naturally people and employers will move to the city. It is convoluted that the city feels the need to subsidize industries to attract them here. Essentially, then the taxpayers will bear the costs while private companies earn the profits. If the investments made by the firms in the Innovation Park are so good, why do they need subsidies from the taxpayers? This suggests that these investments are not viable otherwise. This raises the other question of why does the VBDA target manufacturing industries for the so-called Innovation Park? What is so innovative about these firms? Clearly, these are not in the cutting-edge growth sectors such as technology and healthcare where most of the job creation has been in the U.S. in the recent decades. Manufacturing sector has a declining share of the U.S. employment over the past five decades. It had its heyday in the mid-20th century. Why is the city gambling taxpayers’ money on such firms? Then why stop there? Why not subsidize 19th-century firms making buggy whips and horse carriages?  In short, the money spent in Innovation Park and the “giveaways” to manufacturing firms is indefensible.
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Phase 1

96 acres $22.4 million $291,000 1.3%

Phase2

68 acres $27.6 million* $641,000 2.3%

Phase 3

298 acres $107.2 million* $2,800,000 2.6%

*Infrastructure cost estimates provided by VBCCO

**Estimates are from Viriginia Beach Development Authority, June 13th 2025. 


