
Unrealized Potential: How Economic  
Development Efforts Can Fall Short

Economic development agencies are still feeling the effects of 
the economic crisis that began in 2008. Transformative changes, 
including ongoing budget cuts, deep resource allocation issues 
and increases in citizen needs have created a new reality for 
states and municipalities in a post-recessionary era. Due to this, 
economic development plans at the state and local levels are 
under incredible pressure to demonstrate a compelling return on 
investment (ROI) . 

Funding and staffing levels are not what they once were, 
but it is time to reset and plan for the future. For many state and 
local government agencies, this means developing strategic job 
growth initiatives, as well as attracting businesses and promising 
start-up companies. Overall, the goal is to drive strong economies 
that support thriving communities. 

However, states and municipalities face gaps between the 
resources they need to develop their economies and the tools they 
actually have available to be successful. In a recent Governing 
Institute survey of state and local government leaders, 82 percent 
of respondents agreed that economic development is increasing in 
importance, but an overwhelming 88 percent of respondents said 
the economic development efforts of their state or municipality 
were only somewhat effective or not effective at all.1 

Survey responses indicated that leaders felt an investment in 
technology and increased efficiency would help them be more 
successful in their economic development efforts. For example:
• Seventy-four percent of respondents said there is a need 

to streamline business processes to enhance economic 
development. 

• Fifty-one percent of respondents said that modern tech-
nology systems would allow for more effective economic 
development efforts. 

• One survey participant said: “[We need] upgraded accountabil-
ity systems and to develop a system that can determine the jobs 
created and the revenue the created jobs will generate,” while 
another noted that “[We need] electronic tracking of goals and 
objectives to facilitate our administrative review process.”

This issue brief will investigate the key economic development 
challenges identified by survey respondents and discuss strate-
gies, tools and resources government leaders can utilize to spur 
economic development efforts. 

Blocks in the Road to Economic Prosperity:  
Governments’ Unmet Needs

Boosting an economy, particularly after a painful recession, 
is no easy task. Government agencies can sometimes have the 
decks stacked against them with a large gap in the resources 
they need and the resources they have to be effective. Unfor-
tunately, this can lead to a lack of confidence among leaders 
regarding economic outlook. According to the Governing Insti-
tute survey, only 11 percent of respondents believe their gov-
ernment is prepared to be successful in the area of job growth 
even though 34 percent of respondents ranked job growth as 
the No.1 priority in their government and 86 percent ranked it 
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in the top three priorities for their government. The following are 
some of the biggest challenges government agencies face in 
their economic development efforts.

Uncoordinated strategies. The inability to track economic 
development-related initiatives can mean a municipality does not 
coordinate economic development efforts. One department may 
not be aware of another department’s actions and this may leave 
both departments unable to work collaboratively at best or even 
inadvertently working against each other at worst.

“We need to break down regional and internal silos,” said a 
survey participant. “Our economic development is fractured with 
many pieces that don’t necessarily work together.”

Outdated or non-existent tracking systems. Big data, 
dashboards, business intelligence, performance, metrics … all of 
these trending terms in government boil down to one truth: Data 
and information, when tracked, measured and analyzed, can be 
enormously powerful and transformative. Unfortunately, govern-
ment agencies can lack the modern systems necessary to track 
their information effectively. 

When agencies are unable to track activities like grants or tax 
incentives and measure their effectiveness in increasing revenue 
and spurring job growth, they cannot see what is working and 
what is not. It’s a blind way to lead and the effect is uninformed 
decision-making.

One respondent in the Governing Institute survey might have 
said it best: “The most important tool needed (for success) is a 
consistently updated, all-encompassing database of all ongoing 
programs and how they work together.”

Skilled staff shortages. In 2013, a National League of Cities 
Local Economic Conditions Survey found half of city officials 
across the U.S. reported that current local workforce skills are 
“posing a problem for the economic health of their communities.” 

Said St. Paul, Minn., Mayor Chris Coleman: “What we’re seeing 
is 15 percent of all (our) vacancies are quite frankly hard to fill 
because of this skill gap issue.”2 

Government agencies face even more hurdles than their 
commercial counterparts in finding and attracting employees 
with the right skillsets. Governments are at a disadvantage when 
recruiting because private sector companies can typically offer 
more enticing compensation packages and incentives  
like telecommuting.

Diverted dollars. Money needed for economic develop-
ment initiatives can be diverted to other pressing needs, 
particularly during a tough economic climate. When money is 
tight, strategic planning can seem superfluous when stacked up 
against the need for more police officers on the street or teachers 
in the classroom. 

Unfortunately, diverting dollars from economic development 
efforts can lead to a capital catch-22. As one Governing Insti-
tute survey participant astutely noted: “(The problem is) con-
stantly decreasing budgets due to lack of economic growth and 
development mean that there is less and less money available to 
attract economic growth and development.” 

No time for proof of ROI. Initiatives that don’t provide returns 
— whether it be in the form of increased productivity, dollars 
saved or some other marker — are not popular in government. 
Money is too tight. But the lack of automated tracking systems, 
coordination and well-defined benchmarks that can be tracked 
in automated systems can make it difficult — and often time 
consuming — for agencies to prove their return on investment. 
Manually pulling data that might reside in multiple spreadsheets 
or stacks of paper files is a time luxury that many agencies can’t 
afford. The problem is compounded by the lack of staff that is 
knowledgeable in what to do with the data if and when they are 
able to manually extract it.

Closing the Gap: Governments Need People, 
Systems and Training

To close this gap for government, economic development 
agencies need technology-based systems and highly qualified 
individuals with the right skillsets and training to ensure they 
are fully leveraging the available tools. In fact, 51 percent of 

“What we’re seeing is 15 percent of all (our) 
vacancies are quite frankly hard to fill because of 
this skill gap issue.”

CHRIS COLEMAN, MAYOR, ST. PAUL, MINN.
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Which economic development activities  
could be managed better with a robust CRM,  
GMS or ERP system?

0 20 40 60 80 100

Return on Investment             69% 

Jobs through Awards   60% 

Recipient Monitoring             55% 

Compliance Issues       50%

Grants                  44% 

Location of Incentives          43%

Awards                 42%

Risk Assessments            40%
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respondents to the Governing Institute survey said that modern 
technology systems would allow for more effective economic 
development efforts. 

Powered by Automation
There are different ways governments can keep track of economic 

activity like incentives and grants, including customer relationship 
management (CRM) systems, enterprise resource planning (ERP) 
systems, grant management systems (GMS) and more. These systems 
are the brain and control center of an economic development agency, 
keeping all pertinent information organized and up to date so that it 
can be tracked, managed, analyzed, exported and more. It’s important 
that each of these systems integrate seamlessly into the broader IT 
infrastructure of the agency. 

Implementing a cloud-based CRM system has helped the city 
of Wichita, Kan., dramatically increase efficiency and productivity. 
At one time, the city’s three-person economic development team 
was struggling to keep track of initiatives due to staff shortages. 
Now, the team can not only stay up to date on economic develop-
ment initiatives, it also didn’t need to hire extra staff.

“Prior to implementing our CRM system, we used Excel 
spreadsheets and would keep projects listed on whiteboards 

in our offices,” says Mark Elder, development analyst for the 
city of Wichita. “It was difficult to track and manage things. One 
project might have several incentives, but those incentives were 
tracked on different spreadsheets. There wasn’t one file that 
had all of those components and data related to that  
one project.”3 

Despite their value, few government agencies have CRM  
or other automated systems to effectively track their information. 
According to the Governing Institute survey, only 15 percent  
of respondents have a CRM system and less than one-third of 
respondents have a GMS or ERP system. 

The Value of Tracking and Managing Information
The city of Wichita implemented its CRM to more effectively 

keep track of a large number of projects with a small staff, but the 
benefits of its system — and automated systems in general — go 
far beyond that. Says Elder: “We wanted to provide better informa-
tion for annual and compliance reports as well as ad-hoc reports 
regarding the performance of specific incentives.”

Elder provides the example of a current revitalization initiative in 
downtown Wichita. “We are able to track all of the incentives related 
to projects in the revitalization initiative,” says Elder. “For example, we 

Succeeding in a Tough Market: Indiana Transforms Economic Development Efforts

The city of Wichita is not the only public sector agency 
reaping the rewards of a CRM implementation. The state 
of Indiana, intent on attracting new business and boosting 
its economy, underwent a massive transformation. As part 
of the revamp, the state replaced the Indiana Department 
of Commerce with the Indiana Economic Development 
Corporation (IEDC), a public-private partnership.

Step one of IEDC’s strategy? A business process transfor-
mation project that relied on a CRM system to deliver a single, 
unified information repository for the new agency. IEDC 
handles core business functions inside the CRM, including 
business development, marketing, incentive management, 
and audit and legal compliance. 

Additionally, as part of the project, IEDC digitized its 
existing document management system and integrated it 
into the new CRM so users can access all contracts and 
other records for a given contact in one place.

“We delivered some pretty dramatic results with the 
CRM because it is such a comprehensive tool that affects 
every area of what we do daily,” says Tom Skidmore, former 
CFO of IEDC.

The “dramatic results” Skidmore describes are not 
an overstatement. Since the implementation of the CRM, 
the agency has doubled per-employee productivity and 
total deal flow while reducing the agency’s annual budget 
allocation from $60 million to $40 million. In 2012, IEDC 
announced a record number of deals (256) completed for 
the year. The 256 companies anticipate investing $6.4 billion 
in their Indiana operations and creating approximately 
27,620 new jobs in the coming years.

“Despite having a lower headcount, we’re completing  
a significantly higher number of transactions and  
attracting more jobs and more investment to the state,”  
Skidmore says.4
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have an old office building that is being renovated. As part of that, 
we need to track industrial revenue bonds as well as the façade 
improvement and asbestos remediation programs. (The system 
allows us) to coordinate efforts. Not only can we track this in one 
place, but the city council can approve multiple pieces of the proj-
ect at the same time rather than viewing it piecemeal.”

An automated system allows an agency to track the ROI it 
receives from a specific initiative, which provides better decision-
making in the future as to whether it should offer that incentive 
again. Metrics on how dollars were used and how individuals 
benefitted — or how many jobs were created — provide invaluable 
insight. Managing grants and monitoring recipients for compliance 
and reporting ensures dollars are being put to good use. The value 
of this information can transform an agency’s efforts — not only by 
creating time and resource efficiencies, but by truly letting them 
see inside their organizations and know what efforts are successful. 
Without this capability to look at data in context, an agency’s efforts 
to move forward are often impeded.

Communicating Success
In the Governing Institute survey, 73 percent of respondents 

agreed with this statement: “We need to improve our reputation as 
an engine of economic growth and a good place to do business.” 

In government, as with all things, perception can often be reality. 
Truly successful economic development initiatives are transparent 
and tell stakeholders — including citizens, lawmakers, department 
heads, businesses and others — that they hit a homerun. 

Fortunately, having a CRM, ERP system or a GMS can help 
with this as well by allowing agencies to quickly pull data to share 
with department heads or other agencies and promote their 
success. Many times it is impossible to provide this information 

because of all the man hours it takes to manually compile the data. 
This lack of communication can create incorrect perceptions that 
a program or initiative is not performing well. With an automated 
system, the data can be compiled with the click of a button.

Conclusion
“There have been a lot of ‘wow’ moments,” says Elder of  

Wichita’s system. “Many times we will have an issue and wonder 
how we are going to solve it — and then we remember the CRM 
system and it’s solved.”5 

IEDC has also found that its CRM has created new opportunities 
for the agency. No longer required to spend extensive time manually 
gathering, de-duplicated and mining data, employees can contribute 
to the agency’s mission in more valuable ways. “We’re doing more 
analyzing, creative thinking, problem-solving and decision-making,” 
says Chad Pittman, executive vice president at IEDC.

For states and municipalities looking to power their own engine 
of economic development, an automated system like a CRM or 
ERP can be the engine to success. 

“(We need) accuracy in evaluating if the 
incentive programs are really making a 
difference or would the ‘positive changes’ occur 
regardless of the programs. (We need to) develop 
a reliable/honest method of determining if jobs are 
being created as well as relative value of the jobs.”

GOVERNING INSTITUTE SURVEY RESPONDENT
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