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Esri occupies a unique and enduring position in the state and local government technology
landscape. Unlike many vendors that approach government primarily through point
solutions or discrete departmental applications, Esri has steadily evolved ArcGIS into a
foundational enterprise platform for location intelligence — a system of record, engagement,
and insight for the "science of where." Further:

= For state and local governments facing converging pressures around growth,
infrastructure, equity, climate resilience, and fiscal sustainability, Esri's value
proposition is increasingly strategic rather than tactical.

= What differentiates Esri in this market is not simply technical depth in geographic
information systems (GIS) software but the company's ability to translate spatial data
into shared understanding across agencies, elected leadership, private sector
partners, and the public. From downtown revitalization and zoning reform to
emergency management, transportation, and environmental stewardship, ArcGIS
enables governments to model futures, test trade-offs, and communicate decisions
visually and credibly.

= Esri's long-term, privately held business model — marked by consistent reinvestment
in research and development (R&D), deep customer relationships, and a mission-
driven culture — aligns well with the multidecade planning horizons common in the
public sector. As GIS becomes embedded alongside ERP, CRM, and analytics
platforms, Esri is well positioned to remain the dominant enterprise geospatial
platform for state and local government, even as expectations rise around Al, cloud
scalability, usability, and interoperability.

IN THIS VENDOR PROFILE

This IDC Vendor Profile examines Esri's strategy, capabilities, and outlook in the state and
local government market. It assesses how Esri supports core government missions such as
urban planning, infrastructure management, public safety, environmental sustainability,
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equity analysis, and community engagement and how emerging investments in geospatial
Al (GeoAl), digital twins, and cloud partnerships may shape Esri's future role in government
transformation.

SITUATION OVERVIEW

State and local governments are under increasing pressure to do more with constrained
resources. Population growth and demographic shifts are straining housing, transportation,
and utilities. Climate-related risks are intensifying, from wildfires and flooding to heat and
drought. At the same time, public trust demands greater transparency, equity, and
participation in decision-making.

In this context, location intelligence has become essential. Nearly every government
decision has a spatial dimension: where to build, where to invest, where risks are
concentrated, and where services are falling short. GIS is moving from a specialized
technical function to a cross-cutting enterprise capability that supports planning, operations,
and policy. This involves cultural changes for GIS employees and departments as Esri
offers options for nonspecialists to engage with ArcGIS and looks to expand access beyond
GIS specialists.

Esri has been a central driver of this shift to GIS as an enterprise platform. ArcGIS is
increasingly deployed not just within planning or GIS departments but across entire
governments as an integration layer connecting data, analytics, and workflows. Leading
jurisdictions now treat GIS as a shared platform that underpins permitting systems, asset
management, emergency operations centers, and public-facing digital services.

Company overview

Founded in 1969, Esri is the global market leader in geographic information system
software, location intelligence, and geospatial analytics. The company remains privately
held and headquartered in Redlands, California. Esri serves hundreds of thousands of
organizations worldwide, with state and local government representing one of its largest and
most mature verticals.

Esri's flagship platform, ArcGIS, spans desktop, server, cloud, web, and mobile
environments. Core components include ArcGIS Pro, ArcGIS Enterprise, and ArcGIS
Online, complemented by a broad ecosystem of applications for field operations, spatial
analysis, data science, content creation, and collaboration. The ArcGIS Living Atlas of the
World provides a continuously expanding foundation of authoritative spatial data, much of
which is contributed by governments themselves. Esri is unique in this way: it comes with
data and "version of the truth" for users.
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A defining characteristic of Esri is its long-term orientation. The company invests
approximately one-third of its revenue in research and development and has historically
avoided short-term growth strategies that could undermine product quality or customer trust.
This approach has resonated strongly with public sector organizations that value stability,
continuity, and mission alignment.

Company strategy

Esri's state and local government strategy centers on positioning GIS as an enterprise
application rather than a niche technical tool. This strategy is reflected in several key areas
described in the sections that follow.

Enterprise GIS as a platform

Esri emphasizes GIS as a horizontal platform that integrates across departments and
systems. Leading counties and cities have established enterprise GIS governance models,
shared funding structures, and centralized GIS centers of excellence. In these
environments, ArcGIS supports hundreds of applications and thousands of users, enabling
self-service access to maps, imagery, and analytics while maintaining enterprise-grade
security and governance.

Urban planning, revitalization, and digital twins

Esri has become a cornerstone technology for modern urban planning. Governments are
using 3D GIS and digital twins to model land use, zoning changes, transportation
investments, and redevelopment scenarios before committing capital. These capabilities
allow planners to evaluate economic outcomes, environmental impacts, and community
character in a transparent, visual manner.

Case examples from cities such as Raleigh, North Carolina; Springfield, Missouri;
Dickinson, Texas; Greenville, South Carolina; and Magna, Utah, illustrate how GIS-driven
planning supports downtown revitalization, compact mixed-use development, historic
preservation, and affordability goals. By enabling scenario testing and stakeholder
engagement, ArcGIS helps governments balance growth with sustainability and equity.

Equity, transparency, and public engagement

Equity analysis has emerged as a critical use case for GIS in government. Esri tools are
increasingly used to identify underserved communities, assess access to services, and
evaluate the distributional impacts of policy decisions. StoryMaps, dashboards, and web
applications translate complex spatial analysis into accessible narratives for residents and
policymakers.

©2026 IDC #US54096626 3



Public-facing GIS applications are also strengthening transparency and trust. Governments
are using ArcGIS to publish open data portals, visualize budget priorities, communicate
risks, and invite community input on planning proposals.

Operational excellence and infrastructure management

Beyond planning, Esri supports day-to-day government operations. Transportation
agencies, utilities, and transit authorities are using ArcGIS Enterprise to integrate real-time
and historical data for asset management, maintenance planning, emergency
preparedness, and field operations. Examples include transit agencies consolidating
disparate data sources into unified spatial analytics platforms and utilities using GIS to
reduce wildfire risk, manage vegetation, and improve outage response.

Geospatial Al and cloud partnerships

Esri is accelerating investment in geospatial Al, embedding machine learning, computer
vision, and generative Al into ArcGIS workflows. Use cases include automated feature
extraction from imagery, predictive maintenance, risk modeling, and Al assistants that help
users query data and build analyses.

Strategic partnerships, particularly with hyperscalers such as AWS, are enabling Esri to
scale these capabilities. The collaboration with AWS to advance generative Al in ArcGIS
reflects Esri's intent to combine the vendor's domain expertise with cloud-native
infrastructure, foundation models, and scalable training and inference environments.

What Esri does that others don't

When we say that ArcGIS is a full-stack platform as opposed to a point solution, this is in
comparison with other vendors that operate in one of two specific layers. Esri offers a
platform that provides all the layers for geolocation and spatial intelligence, including:

= Data and base maps (e.g., Living Atlas, commercial imagery, government-
contributed content)

= Analytics and spatial data science (e.g., GeoAl, spatial statistics, space-time
cubes)

= Operational systems (e.g., field data collection, real-time event processing)

» Visualization and engagement (e.g., 2D/3D maps, dashboards, StoryMaps, digital
twins)

» Integration layer (e.g., ERP, permitting, asset management, CAD/BIM, Bl tools)
Esri's primary competitive advantage lies in the breadth and depth of the ArcGIS platform.
While many vendors offer mapping APls, visualization tools, or spatial analytics capabilities,

Esri delivers an end-to-end geospatial system that spans authoritative data, analytics,
operational workflows, and public engagement. For state and local governments, this
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reduces architectural fragmentation and enables GIS to function as a shared enterprise
capability rather than a collection of departmental tools.

In competitive terms, Esri faces limited direct platform-level competition in state and local
government. Instead, it competes asymmetrically across layers of the stack. Mapping API
providers and open source tools may displace Esri in narrowly scoped use cases, but they
can rarely replace ArcGIS as the system of record for authoritative geospatial data.
Similarly, analytics and Al platforms increasingly integrate spatial capabilities, yet typically
rely on Esri data, services, or preprocessing to operationalize location intelligence at scale.

Change in pricing model

One of the biggest changes at Esri recently is the move from perpetual licenses to
subscription pricing, and it is an important — and sensitive — shift for Esri's government
customers.

State and local government budget on multiyear capital cycles and historically valued
license permanence (and many are wary of the change). This may bring up issues around
vendor lock-in and cost escalation, though Esri is fairly embedded in organizations already.

For Esri, the change has clear benefits with predictable recurring revenue, which can enable
faster innovation cycles and continuous delivery of cloud, Al, and content updates. This also
aligns pricing with SaaS delivery for ArcGIS Online and usage-based services (e.qg.,
imagery, analytics, Al) and could potentially reduce version fragmentation across
decentralized buying agencies and departments. It is a good move to continue its strategy
as an enterprise platform.

Overall, Esri's transition toward subscription-based licensing reflects broader industry trends
toward SaaS delivery, continuous innovation, and cloud-native architectures. For Esri, this
model supports more frequent product updates, accelerated deployment of geospatial Al
capabilities, and tighter integration across the ArcGIS platform.

FUTURE OUTLOOK

Esri's outlook in state and local government remains strong, but the environment is evolving.
GIS is becoming more visible to executive leadership, ClOs, and elected officials, raising
expectations around usability, speed of deployment, and measurable outcomes. At the
same time, adjacent vendors in analytics, Al, and digital twins are increasingly encroaching
on spatial use cases.

For state and local governments, the shift from perpetual licensing to subscription pricing
represents both an opportunity and a challenge. Subscription models align GIS more closely
with modern IT procurement and cloud strategies, but they also introduce long-term cost
considerations for jurisdictions accustomed to capital-based investments. As GIS expands
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beyond traditional users to enterprisewide audiences, governments will need stronger
governance, usage transparency, and value measurement to ensure sustainability.

Key opportunities for Esri include:

= Expanding its role as an enterprise integration layer that connects operational
systems, analytics platforms, and Al-driven insights through location

= Simplifying licensing, administration, and user experiences to support broader
adoption beyond traditional GIS professionals

= Advancing agentic and Al-assisted workflows that help governments move from
insight to action more quickly

= Strengthening storytelling, branding, and executive-level messaging around GIS as
critical infrastructure for modern government

Potential challenges include managing platform complexity, ensuring interoperability in
heterogeneous IT environments, and addressing perceptions that GIS remains specialized
or difficult to adopt at scale.

ESSENTIAL GUIDANCE

Advice for Esri

As ArcGIS adoption broadens, Esri will need to place greater emphasis on helping
customers manage licensing strategically, align subscriptions to enterprise outcomes, and
articulate long-term value. Clear guidance on governance models, role-based access, and
phased adoption will be essential in sustaining trust as pricing models evolve. This will be
critical for Al workflows, digital twins, and cross-agency operations.

Additional advice for Esri in state and local government includes:

= Continue to position ArcGIS explicitly as an enterprise platform alongside ERP, CRM,
and analytics systems, with messaging tailored to ClOs, CFOs, and city managers.

= Invest further in simplifying user experiences, onboarding, and licensing to accelerate
adoption across nontechnical users.

= Expand thought leadership around GIS-enabled governance, equity, and resilience,
using state and local government success stories.

= Advance geospatial Al in a transparent and trustworthy manner, emphasizing
explainability, data governance, and public sector readiness.

= Consider stronger ecosystem signaling — including partner marketplaces and clearer
architectural guidance — to help customers navigate the expanding ArcGIS platform.
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For state and local governments, Esri remains a critical partner in building future-ready,
resilient, and equitable communities. As governments increasingly rely on location
intelligence to navigate complexity, Esri's long-standing commitment to the science of where
positions the vendor as both a technology provider and a strategic ally.
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