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December 17, 2019

Report # 20-011
AUDIT OBJECTIVES & CONCLUSIONS

1. To determine if Economic Development effectively gathers and communicates business
intelligence that helps support the City's business retention efforts through business visits.
No –There are currently no controls in place to ensure the business visitation program
includes all business sectors and city quadrants. The expected outputs of the program and
the methods for achieving its goals have not been documented. As a result, we were
unable to evaluate the impact of the program in helping to retain and expand local
businesses. Our research indicates business and retention programs can play an important
role in providing assurance to city management and council that the local business
environment is healthy and identifying potential improvements that the city can proactively
address.
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BACKGROUND

The City’s Economic Development Department (the Department) operates with the mission to
promote and encourage economic growth in the City of Roanoke through business retention,
expansion, and attraction programs combined with support of workforce development activities.
The Department’s 2020 strategic plan outlines goals and related objectives under the following
core focuses of the Department:






Business Attraction
Business Retention & Expansion
Workforce Development
General Economic Development Activities
Administrative Support / Staff to the Economic Development Authority

The City’s economic development (ED) activity is supplemented by numerous regional
organizations, whose roles complement one another.


The Virginia Economic Development Partnership (VEDP) serves as the primary contact
point for businesses interested in locating in Virginia.



The Roanoke Regional Partnership (RRP) takes on the greater role of business attraction
and marketing for the Roanoke Region, serving the cities of Roanoke, Covington and
Salem, the counties of Roanoke, Alleghany, Botetourt and Franklin, and the town of Vinton.
RRP can be described as the “gate-keeper” between the VEDP and localities for potential
business inquiries. Once a business has identified the City of Roanoke as a potential place
of interest, the City’s Economic Development department helps host visits by prospective
businesses, provides requested information about the City, and helps connect prospects
with other relevant parties.



The Roanoke Regional Chamber focuses on “business-climate” in the region, with
concentration on helping small businesses grow through facilities like the Small Business
Development Center as well as lobbying activities aimed at improving the region’s public
policy.



The Western Virginia Workforce Development Board serves as the lead agency for driving
the Blue Ridge regional workforce system to produce a qualified workforce to meet current
and future job demand.
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Business Attraction, Retention and Expansion
Retention and expansion of local businesses is more exclusively the purview of each individual
locality’s Economic Development department. Local businesses underpin the local tax and
employment base, which makes their success critically important to the prosperity and vitality of
the City. There are three (3) basic components related to the City’s business retention and
expansion efforts:
1. Business Visitation Program – Economic Development Specialists strive to visit
approximately 200 businesses annually.
2. Monthly Business Breakfasts – The Department invites business owners/leaders whom they
have met with through the Business Visitation Program to a networking breakfast.
3. Annual Business Appreciation Lunch – All business owners/leaders who attended business
breakfasts over the year are invited to an annual networking luncheon.
Based on our consideration of the significance of each core focus and the associated risks, we
concluded that the business visitation program should be the primary focus of our audit.
However, we considered additional core functions of the Department during our planning
process, as described below.
The Economic Development Authority
The Economic Development Authority (EDA) was formed by Roanoke City Council in 1968. The
authority functions in several different capacities:


Approves façade grant applications for which the City funds up to $100,000 annually.



Serves as the legal body necessary to pass funds from the City to private entities.
o



Issues tax exempt bonds on the behalf of private entities.
o
o



Passes all funds from the City to the recipient related to any performance
agreements as well as façade grant funds.

As of June 30, 2017, the EDA had $446 million of bonds outstanding.
Earns 1/16th of 1% of the face value of outstanding bonds every year.

Authorized to acquire, lease, own and dispose of properties, though it has not chosen to
exercise this right and no property is owned by the EDA as the date of our audit.
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We reviewed the EDA’s audited financial statements as of June 30, 2017 confirming the
Authority does not own any capital assets. As of the date of the audit, the authority had
$1,077,778 in check and money market accounts and granted almost $50,000 in grants from
their own funds (not façade grants) during FY17. Other expenditures were funded by the City
(façade grants and performance agreements), with the EDA serving as a conduit between the
City and external organizations receiving funds.
The City’s ED Department provides administrative support to the EDA through review of façade
grant applications and performing monthly bank reconciliations for the EDA’s accounts. We
noted the following control procedures were in place for administering the EDA’s funds:


A Department specialist indicated he performs a monthly reconciliation of bank statement
activity.



This reconciliation is reviewed and approved monthly by signature by the EDA treasurer.



We reviewed a monthly reconciliation noting a majority of the transactions in the account are
for façade grants.



When a façade grant is approved by the EDA, money is transferred from the City to the EDA
account via the City’s payment voucher process, requiring review and approval from the City
Finance Department before payment. The specialist responsible for the reconciliations
performs the payment voucher process, which is also approved by Department
management. A check is then cut from the EDA account to the grant recipient.



The specialist prepares checks for the EDA account but cannot sign them. EDA checks
require two (2) signatures from members of the executive board.



The same process is followed for disposition of Performance Agreement funds.



The EDA is required to have an independent audit of its financial statements annually. We
noted that the June 30, 2018 audit had not been scheduled timely and was in progress at
the time of our audit.

Economic Development Performance Agreements
At the time of our audit, there were three (3) active performance agreements with developers:


Ivy Market:
o Development of the retail project “Ivy Market” located at the northwest corner of
Wonju Street and Franklin Road SW.
o The EDA will make up to 10 annual payments to the developer, not to exceed in total
$5.5M.
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The Bridges:
o Development of the South Jefferson Street area.
o The EDA will make an initial grant of $2M.
o In addition to the initial grant, the EDA will make up to 12 annual payments to the
developer not to exceed $8M.



Downtown Hampton Inn & Suites:
o Development, construction, and maintenance of hotel including the market garage
o No exemptions from real estate taxes or other taxes during the agreement

We reviewed these agreements and discussed the processes for developing and administering
them with both the management of Economic Development and the City Attorney’s Office. City
Council must approve the use of city funds for all performance agreements signed by the EDA.
The City Attorney’s Office and City Manager’s Office help develop the terms of performance
agreements, including safeguards to ensure performance goals are achieved. Recent
successful dispositions of performance agreements that did not come to fruition indicate
agreements are appropriately protecting the City’s interests.

**End of Background**
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Objective 1: Business Visitation Program

Objective:
Does Economic Development effectively gather and communicate business intelligence that
helps support the City's business retention efforts through business visits?
No

Scope:
Business visits that occurred from November 2018 through October 2019.

Results:
According to the Economic Development Department’s (Department) Strategic Plan, continuing
the business visitation program supports their goal of enhancing retention and growth of
businesses in the City through:





continually assessing business conditions;
reacting to key issues;
explaining the Department’s portfolio of services and programs and;
gathering data necessary to keep these services relevant and effective

To assess the effectiveness of the Department’s business visitation program, we interviewed
Economic Development management and specialists who conduct business visits to understand
their process. After gaining an understanding of the Department’s approach, we compared their
methodology to the International Economic Development Council’s (IEDC) Business Retention
& Expansion manual. The focus of this manual is on designing and implementing local
programs that address the needs of existing businesses and provide those businesses with
various forms of assistance. The Department’s management and staff retain a membership and
participate in training programs through the IEDC.
We focused our review on three components of the business visitation program:




Coverage: How does the Department develop the listing of businesses to visit?
Consistency in gathering data: What does the Department ask the business?
Output: How does the Department process what they were told into useful business
intelligence?
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Business Visitation and Surveying
The purpose of the visitation surveying program, according to the IEDC’s Business Retention &
Expansion, is two-fold:


“First, the program serves as an early warning system to alert local economic development
officials to the plans, problems and concerns of individual companies, which could lead to
their eventual relocation out of the jurisdiction or, as in the case of at-risk companies, lead to
layoffs or even closure.



Second, the information resulting from the visits is aggregated and serves as part of a
database for local economic development officials to keep aware of the dynamics of the
local economy.”

The IEDC’s Business Retention & Expansion states criteria should be used by economic
development (ED) departments when developing a list of target companies to survey. The IEDC
suggests considering the following, as well as other factors that may be specific to the ED
department’s community:




size, such as # of employees and or sales or revenues;
geographic location and;
industrial segments or categories

According to the IEDC, site visits performed by economic development specialists are just one
model of surveying the business environment (other models include mail surveys, e-mail or
web-based surveys, etc.). The IEDC notes that site visits performed by ED specialists is the
most appropriate model for building an ongoing business retention and expansion presence in
the community, which is one of the most important elements of a business retention and
expansion program.
The IEDC recommends that the survey include specific focus areas for gathering information
such as:









firm background
business climate
labor and training needs
marketing and trade
financing needs
regulatory issues
barriers to growth
past utilization of and satisfaction with local business assistance programs.
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The City’s Economic Development Department does not currently engage in a structured
methodology to help ensure they collect the broad range of data necessary to evaluate the
health of the local business environment and opportunities for improvements. Economic
Development specialists individually determine which companies to visit. Specialists indicated
their approaches include retaining “leads” from business owners/partners who have heard of the
Department’s services and reach out to them, spotting new businesses as they travel around
the City, and other similar methods.
The Department should consider a variety of factors and information when deciding which
businesses to visit. The current random methodology could allow for important sectors of
Roanoke City’s economic base to go unrepresented.
The Department also indicated that specialists do not prepare specific questions prior to
business visits. Management and department staff stated they like the conversation to flow
naturally and feel preparation of a listing of specific questions hinders that natural flow.
Management feels the specialists know what to ask during visits and hit on the most important
topics. The specialists indicated they felt they knew what to ask based on the progression of the
conversation. The following questions were given as examples of what the specialists would
typically ask:




“How is your business doing?”
“Are you adding jobs?”
“Is there expansion?”

The IEDC suggests that a well-designed business retention and expansion survey will provide a
profile of each firm surveyed; this profile can then be matched against early warning signals to
identify local firms that may be at risk. A lack of consistency in gathering data between business
visits results in a lack of useful business intelligence. Without consistency, early warning signals
may be missed and common issues expressed across visits and timeframes could go
unidentified.
Finally, the Department appeared to lack formal outputs that could provide business intelligence
subsequent to their business visits. The Department maintains notes from some (but not all)
business visits in an automated system - Eco Dev. Monthly reports provided by the Department
to the Assistant City Manager, where business visits are listed with no other content, are the
only other output developed.
Without a requirement by the Department for specific notes to be kept or another type of
periodic report or memo summarizing the content of businesses visits, we are subject to the
following risks:


Valuable data from visits may not be recognized or communicated.
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Data across all visits cannot be aggregated to identify potentially important trends and
themes.
Management cannot be assured that useful and accurate information is communicated to
the appropriate departments and stakeholders
Management cannot be assured that businesses receive appropriate feedback when
warranted.
City management is less able to effectively evaluate the value being realized from business
visits.

Exhibit 1 at the end of this report provides an example of the results of a Business Retention
and Expansion Survey conducted by the City of Ashland, Oregon’s Chamber of Commerce. The
survey produced tangible indications of business growth in the City, expansion plans, the City’s
effectiveness in responding to business needs, and business’s perceptions about community
services and amenities. This type of tangible output provides timely and relevant information
that can aid a locality in efforts to retain as well as attract businesses.
Analysis of Business Visitation Program
The Department has an annual target of performing 200 business visits per fiscal year. We
reviewed a listing of business visits for the period November 2018 through October 2019, noting
the following:




243 documented visits performed by three (3) Department specialists
At least 47 of these visits appeared to be repeat visits (the company was visited more than
one time in the one-year period under review)
At least seven (7) visits occurred with businesses not currently located within Roanoke City

A majority of business owners, including owners of home-based businesses, are subject to the
Business, Professional, and Occupational License (BPOL) tax. The tax is imposed on a
company’s gross receipts in a locality. We utilized the City’s BPOL data to determine the level of
gross receipts for which a majority of businesses in the City earn. As of September 2019,
businesses with an active license in the City fell into the categories of gross receipts shown
below. We attempted to compare business visits performed by the ED Department with the
BPOL data to determine within which stratification of gross receipts a majority of the visits fell:
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Sixty-three (63) businesses shown as business visits by the Department were not found in the
BPOL data and are classified as “undeterminable” in the chart above. Multiple factors made
tracing between the two records a challenge. The visits listed by Economic Development were
existing businesses and organizations based upon our research of the business name and
contacts reported.
We also utilized taxable sales data for the City of Roanoke as remitted by the Virginia
Department of Taxation and published by the Weldon Cooper Center for Public Service as a
means of assessing the Department’s coverage over key businesses. The data has the ability to
show businesses and their related sales tax return revenues broken out by the North American
Industry Classification System (NAICS).
As of 2018, Roanoke City has 2,337 businesses generating sales tax revenues and
representing the NAICS codes seen below:
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The Department currently does not gather NAICS codes as part of their business visitation
process. According to the IEDC, NAICS codes related to the company’s primary and secondary
products or services is one of many questions that the ED staff should consider asking during
the onsite survey as most federal and state government information is categorized using these
codes.

**End of Objective 1**
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SUMMARY OF MANAGEMENT ACTION PLANS
Business Visitation Program – Coverage

Audit Recommendation: The Economic Development Department should develop a
targeted methodology for conducting business visits. Important factors such as size of the
company in both sales and employees, as well as changes in these factors, should be
considered. Consideration should not be limited to these factors.
Management Response and Action Plan: The current targeted controls are in place to
assure a range of business types are visited include general size (estimated number of
employees), age (newly launched vs legacy businesses), type (commercial office, retail,
banking, restaurant, hospitality, manufacturing, etc.) and by request from the business and
those recently in the news. We will endeavor to enhance this coverage to include location to
ensure every quadrant of the city is represented if it is not otherwise accomplished under
current controls. Note: not all quadrants are equally populated by businesses or business
sectors (i.e. clusters: retail centers, malls, industrial parks), however efforts will be used to
supplement our selection by geographic region of the city.
Assigned To
Marc Nelson, Manager of Economic Development

Target Date
05/31/20

Business Visitation Program – Data Gathering
Audit Recommendation: The Economic Development Department should develop a survey
or topical outline, based on the focus areas suggested by the IEDC as well as areas that
come under the purview of the City (streets and traffic, public safety, code enforcement,
planning and zoning, tax policy, etc.). The data should be structured in such a way that it can
be easily aggregated and analyzed. Management, with advice from the City Attorney’s
Office, should develop policies for retaining all business visit data and reports.
Management Response and Action Plan: All Economic Development Specialist whose
duties include Existing Business Visits will be required to update currently recorded data and
enter specified data regarding the opinion of the local business with regard to the local
business environment and to note any new issues or concerns and how they were handled.
Assigned To
Marc Nelson, Manager of Economic Development
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Business Visitation Program – Output / Business Intelligence
Audit Recommendations: The Economic Development Department should review the
functionality of Eco Dev Tracker system and develop procedures for business visits that more
fully utilize the system’s capabilities.
Development Specialists should be required to enter the data gathered from each visit into
the system.
Management should develop analyses and reports from the data that identify opportunities to
improve the City’s business environment, or provide assurance that the business environment
is healthy and requires no action.
Management Response and Action Plan:
1) Data gathered during business visits include both demographic and specific business
environment opinions from customers. Specialist will record customer comments and
follow-up actions, if needed, in the EcoDev Tracker system.
2) The department’s current monthly management reporting will be enhanced to include
high priority issues from business visits and will be reported monthly to city
administration and again quarterly in aggregate to indicate possible trends or concerns
our business community reveals. Such report can be segmented by business type
and geographic location.
Assigned To
Marc Nelson, Manager of Economic Development

Target Date
08/30/20

Business Visitation Program – Documented Procedures
Audit Recommendation: The Economic Development Department should develop and
document comprehensive procedures for the business retention and expansion program.
These policies and procedures should include the actions taken in response to the
Management Action Plans outlined above.
Management Response and Action Plan:
The Department Manager will create a Policy & Procedure document to outline Business
Retention and Expansion practices to be followed by Economic Development Specialists and
will periodically review staff practices to ensure compliance and to update as new procedures
as practices may evolve.

Assigned To
Marc Nelson, Manager of Economic Development
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MANAGEMENT COMMENTS

The Department of Economic Development offers the following comments to provide the reader with a
better understanding of the operational practices of an experienced and well trained economic
development team and to provide some context for the recommendations made by the audit team.
To begin, we found the audit process to be very thorough in its review of department practices with
regard to performance agreement oversight and related grant processes and the operation of the City of
Roanoke Economic Development Authority accounts, meetings, etc. We found however that the audit
teams comprehension of, and research of, the practices of local Business Retention activities lacking and
not reflective of the ultimate purpose of this activity; primarily they assert that the selection of
businesses to be visited and the ultimate outcome of such visits is to be a process driven by data and
statistic. They also assert that pertinent intelligence is not being communicated well enough to
management.
As to the first assertion, it is our experience that the most common misunderstanding about local
economic development business retention activities is that it is a data‐driven, statistically focused
activity when in fact it is not. While statistics are informative, especially when gathered in aggregate
both nationally and/or statewide (i.e. large data samples) to indicate sector trends, investment trends,
labor and wage trends, etc., they are far less so when derived from very small data samplings and can
even be misleading. In addition, large data samplings, nationally or statewide, generally reflect activity
from the past, are backward looking as the data is often more than one to three years old by the time it
is published. By the time large statistic pools are generated and reported, trends may well have changed
or even reversed in direction and certain rising sectors may have been missed altogether. We have
learned that the best practice is to keep in constant and direct contact with our local businesses, getting
to know them well enough and to be trusted enough to be given highly confidential information, plans
and related current and even future potential actions (such as new locations, mergers, acquisitions) so
that we can act in concert with them in a timely manner to help them succeed.
We believe the audit team missed the central function of local retention activity; the building of long
term, lasting, trusted relationships, and the gathering of a business’s confidence while earning a
reputation for reliability. This cannot be quantified. The practice of local outreach to business is much
closer to an art than it is a science.
The second assertion that the department does not effectively gather and communicate business
intelligence is somewhat misleading. What the audit team meant is that we do not gather and
communicate this information in writing. In all instances in which a company confides important
information during a business visit and seeks assistance, that information is shared immediately,
verbally, with the department manager or director, and then to the Assistant City Manager or City
Manager as needed to assist with resolving any issue as quickly as possible. Often times the department
will communicate with other departments directly to resolve issues and later report this action to city
management if the level of importance warrants. Again, most times the information gathered during a
business visit is highly proprietary and therefore very confidential and therefore it would not be shared
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with our staff without certainty of trust. That trust is earned over time and will not be violated. Owners
at times ask us to acknowledge that we will not put any comments in writing and we always comply.
That said, the audit team did present us with the value of collecting some information and reporting it in
aggregate and anomalously. Issues that may arise, such as traffic conditions, road conditions,
permitting, solid waste, etc. could be reported monthly or quarterly to management as a means of
identifying potential patterns for specific issues and in specific areas. This led us to investigate our
current project management software to see if we can adjust certain fields to produce such reports.
The audit team’s focus included three components which we will address briefly:

1) How does the department develop the listing of businesses to visit?
The department goes well beyond the audit team suggestion that visits be selected by Sector and
Subsectors (NAICS or SIC Codes) and adds the critical element of where our businesses are in relation to
their lifecycle. For example, nearly half of our annual business visits are made to help develop a pool of
attendees to the monthly City Managers business breakfast, a practice the city has found valuable for
nearly two decades. Businesses are selected by age (from new start‐ups to legacy businesses – a few
established over 100 years ago), by size (from a business of 1 person to hundreds or thousands), and by
type (retail, office, finance, manufacturing, hospitality, etc.). Each business is visited prior to the
breakfast. This practice has been instrumental in bringing to the breakfast meeting business owners and
management who otherwise may never have met one another resulting invariably in new connections
being made, relationships forged and new clients discovered. It should be noted that attending each
breakfast is a City Council member (who rotate attendance each month), the Mayor (invited to every
breakfast) a Director of the City of Roanoke Economic Development Authority, the City Manager, the
Director and the Manager of Economic Development and two Specialists who perform our business
visits. This practice will continue. The remaining number of business visits come from a variety of
methods, from newly established businesses, those that have been in the news to tout a new branch or
a new service or a recent contract award, etc. Some visits are generated by calls to us requesting a visit
to relay new developments (some require more than one or two visits per year to assist them with
building expansions for example), others are selected because they have not been visited in over a year
or two and we want to refresh our acquaintance, or they have changed upper management staff and
would like to make introductions.

2) What does the department ask the business?
We seek to know our businesses well, so there are many questions we ask over time. The audit team
learned of a number of questions recommended by IEDC, however they did not understand over what
time period this information ought to be gathered, assuming it to be all at once. We know that if you
arrive with a checklist of 20 questions to be asked at the first visit, it will likely be your last. We have
learned that the best practice is to ask very open‐ended questions and use keen listening skills to keep
the dialog flowing and to watch and listen for signs that indicate it is time to move on. The three open‐
ended questions that we ask and are cited in this report, “How is your business doing?”, Are you
adding jobs?”, “Is there expansion?”, are prime leading questions that once asked lead to many more
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questions being answered conversationally and voluntarily by the business. Our staff has learned this
and many other tactics and best practices by participating in several IEDC training courses including a
required Business Retention and Expansion course.

3) Hoes does the department process what they were told into useful business
intelligence?
We have answered this question already in our previous remarks. To be brief, critical requests or issues
and confidential information is passed along verbally immediately to management and processes with
urgency; non‐urgent matters are discuss weekly and monthly in direct regularly schedule meetings with
the Assistant City Manager and City Manager or in some cases with staff in appropriate departments
and acted upon by staff and later reported.
Page nine (9) of the report cites that business surveys are useful in gathering intelligence. The survey
cited was performed, as many such surveys of this nature are, by the Chamber of Commerce of the City
of Ashland. Such surveys tend to gather data relevant to legislative issues or area wide issues such as
taxation, but can include data specific to a locality’s business environment, which is then passed at some
later time to local economic development offices. These surveys are generally performed by Chamber
staff (or volunteers) with no economic development experience or training and often are directed to
Chamber members only or other businesses for the purpose of recruiting new members. Business are
not likely to share proprietary or confidential information with these individual unless there is a high
level of trust, particularly when they may already have a relationship with local economic development
staff. It is our opinion that such surveys are not needed since we already survey businesses via a robust
business visitation program performed by trained economic development specialists and that this
practice is a far better approach to gathering data and expediting results. That said, we do value surveys
performed over large sample sets (community wide or covering multiple communities, especially in the
Roanoke region with separate independent governments) as they can be beneficial in determining the
opinions of citizens and businesses of an entire region and would ultimately survey many issues beyond
a local economic environment (transportation, utilizes, health and safety, etc.). Here again we believe
organizations such as a Chamber of Commerce are excellent organizations to conduct such surveys.
Should the Roanoke Regional Chamber pursue another survey we will assist them with regards to
business issues.
Other statistics listed on page nine (9) were that 243 visits were made, surpassing our annual goal of 200
visits, by 3 ED Specialists (two from the economic development department and one from Downtown
Roanoke, Inc. responsible for that districts businesses). 47 visits were repeat visits comprised of follow‐
up’s with new businesses (often requiring more than one or two visits) and those requesting visits to
relay perhaps ongoing expansion plans or activities and issues that may have risen since a previous visit.
7 visits did occur of businesses not located within the City however these are with owners of branch
office and/or properties within the City and/or those we know who have expressed plans to expand into
the City.
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This concludes our remarks, clarifications, and justifications for current practices. The Summary of
Management Action Plans address activities the department will undertake over the next year to comply
with the suggested improvements of the audit team. We appreciate the audit team, consisting of Drew
Harmon, Emma Coole and Brian Pendelton, for their thorough review of our performance and practices.
We believe that both the Audit Team and the Economic Development Team have learned a great deal
about each other’s roles in the overall organization and are stronger and more knowledgeable as a
result.
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