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Introduction 
 
This report, the North Carolina Resource Analysis, evaluates how well the state of North Carolina serves the needs 
of the private sector defense industry. 
 
Using data that was either provided by the State of North Carolina or collected independently by AngelouEconomics, 
this report evaluates and benchmarks the state across several factors that affect business success.  We aim to 
identify those areas in which North Carolina exceeds the needs of its defense targets and to highlight areas in need 
of improvement.   
 
AngelouEconomics presents a North Carolina “scorecard” which ranks the state’s suitability for defense targets.  The 
analysis focuses on 21 factors that are grouped in five primary categories: 
 

1. Business Climate 
2. Workforce & Education 
3. Sites & Infrastructure 
4. Quality of Life 
5. Economic Development and Marketing 

 
For each of the 21 factors, we first show how North Carolina rates against the rest of the nation and a short list of 
current and future competitor states for defense companies.  Then, we show how regions within the state of North 
Carolina vary. 
 
Each factor receives a rating on a scale of 1 to 5, with 5 being highly competitive and 1 being uncompetitive. 
 
To get a composite score, we apply weights to the 21 factors according to the level of importance of each within the 
typical defense company’s site selection criteria.  For potential targets that require manufacturing facilities, for 
example, infrastructure-related variables might be given a greater weight.  For a service or research related target, 
we might place additional weight on workforce variables. 
 
For those industries for which North Carolina scores very low, we will either recommend that the industry is 
eliminated from the list of recruitment targets or that improvements be made within the community that will boost the 
score.   For those industries for which the scores are very high, we will recommend that the industry become a target 
for the Military Business Center’s recruitment efforts. 
 
These factors are highly important to both prospective and existing businesses.  In each of these areas, the state’s 
strengths and weaknesses will be outlined so that we clearly identify the most appropriate set of target defense 
businesses for any future programming efforts.  Understanding these factors will enable the State of North Carolina 
and AngelouEconomics to answer the following questions:  
 

o “Which sectors within the defense industry are the best fit for North Carolina?”  
o “What barriers exist to the successful recruitment and/or expansion of these target sectors within the state?” 

 
This Resource Analysis is the first step on the path to enhancing the state’s competitiveness in the defense industry. 
 
 

N O R T H  C A R O L I N A  R E S O U R C E  A N A L Y S I S
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AngelouEconomics used a variety of sources to collect the quantitative and qualitative information that aided our 
analysis.   
 
Quantitative data was collected from national and state sources, including the U.S. Bureau of Labor Statistics, 
the U.S. Census Bureau, the American Chamber of Commerce Researchers’ Association (ACCRA), and the State of 
North Carolina.  AngelouEconomics also gathered qualitative data through focus groups, interviews, community 
tours, and a survey.  AngelouEconomics met with individuals representing the following groups:  local economic 
development officials, city elected officials and staff, employers, and representatives of both public and higher 
education institutions in the area.  
 
 

Study Process 

 
 
 
This North Carolina Resource Analysis marks the completion of Tasks One through Three and will guide the 
selection of target defense sectors for North Carolina. 

TASK ONE: 
Project Set Up

TASK TWO:
Analyze national and North Carolina 

defense industry

TASK THREE: 
Compare North Carolina resources 

to recruitment needs

TASK FOUR:
Identify target audiences for 

marketing

TASK FIVE: 
Create a business recruitment 

strategy
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Our Methodology  
 
A variety of sources were utilized to collect this information.  Quantitative data was collected from national 
and state sources, including the Bureau of Labor Statistics, Census Bureau, Internal Revenue Service, 
Decision Data Resources, and the State of North Carolina.  Data was collected for North Carolina, benchmark 
state competitors, and the seven economic development partnership regions.  For data not available at the 
county level, major metropolitan areas are used as substitutes for the partnership regions.   
 
Our methodology is designed to evaluate the state from a site selector’s perspective.  During our research, we 
explore issues and datasets that will ultimately impact the location decisions made by business executives 
throughout the defense industry.  “Site selection” is generally perceived to be an evaluation for the relocation of 
industries.  We expand this definition to include the expansion and retention of existing businesses, as well as the 
formation of new start-ups.  While a business may already exist and conduct business in North Carolina, it still 
chooses to stay in the state.  Nurturing existing companies will make the state more attractive to newcomers, and 
vice versa. 
 
The assessment looks at several key areas, and within those areas are 24 factors that provide a scan of North 
Carolina’s current economic condition and trends.  The data presented in this report address the following factors:  
 
Workforce and Education  
 

1. LABOR FORCE AVAILABILITY:  A growing job base is vital to helping attract and retain workers in any 
industry.  Large, growing economies also provide a wide assortment of employment options for workers 
changing jobs and for trailing spouses. 

 
2. EDUCATIONAL ATTAINMENT:  Companies need assurance that they will be able to find ample skilled 

workers in a community; otherwise, recruiting and training costs become prohibitive.     
 

3. SECONDARY EDUCATION:  Good school systems are necessary to recruit employees that have children in 
school.  Some workers with children will forego a higher salary rather than live in an area with poor 
performing schools.   

 
4. AVAILABILITY OF TECHNICAL EMPLOYEES:  Sufficient numbers of technical employees are necessary to 

successfully recruit technology companies, high value add manufacturers, and research and development 
operations.  A steady flow of graduates in science and engineering disciplines is very important for 
maintaining an adequate supply of technical workers.     

 
Business Climate 
 

5. ECONOMIC GROWTH:  Companies generally seek high-growth, dynamic environments that support the 
attraction of like-minded workers and companies. 

 
6. LABOR COSTS:  As companies face increasing competition and smaller profit margins, more attention is 

placed on controlling costs.  Wages account for a large percentage of total costs for a company and 
businesses move all over the world seeking low cost labor. 

 

E C O N O M I C  &  W O R K F O R C E  A S S E S S M E N T
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7. TAX BURDEN:  Low, competitive tax rates are important to business attraction at varying degrees based on 
a company’s stage of development.  Manufacturers are highly sensitive to tax rates and incentives, while 
research operations such as biotechnology are less sensitive to cost issues.  A diverse base of employers 
provides some assurances that large tax increases will not occur with the downsizing of one large employer. 

 
8. INCENTIVES:  Incentives are playing an increasing role in a community's competitiveness.  Global 

competition for high impact companies raises the level of financial assistance required by communities to 
successfully attract these businesses.   

 
9. UNIVERSITY RESEARCH:  Research universities and labs are key engines to technological growth in areas 

such as the Bay Area, Research Triangle, and Boston.  Research activities can have a huge impact on local 
economies, often creating new companies, spreading new ideas, and attracting new talent. 

 
10. VENTURE CAPITAL AVAILABILITY:  Entrepreneurs and start-ups need early stage funding to support their 

development and later stage funding for hiring workers and product launches.  Existing businesses also 
need easy access to capital and financing to expand and grow. 

 
11. ENTREPRENEURIAL ACTIVITY:  Technology inventors and start-ups require access to business and 

entrepreneurial networks to get the support they need to move new technology from conception to the 
marketplace.   

 
Sites & Infrastructure 
 

12. TELECOMMUNICATIONS NETWORKS:  No longer viewed as simply a common utility, the Internet is now a 
plowshare of the 21st century.  More important than its availability is its use by businesses and individuals 
throughout a local economy.  Companies now compete in a global arena; dependable telecommunications 
networks are critical to stay connected. 

 
13. COMMERICAL REAL ESTATE:  Construction costs are important to any company developing new facilities 

such as a manufacturing facility or corporate campus.  For small to mid-sized companies commercial rental 
costs are important.  Companies are increasingly focused on the supply of developed, “shovel-ready” sites 
in communities around the U.S.  Good sites generally require a sizeable buffer from non-compatible uses.      

 
14. TRANSPORTATION SYSTEM:  Transportation infrastructures are the arteries for businesses and economies.  

Companies want to ensure that workers arrive safely and on time.  Manufacturers need timely arrival of raw 
materials and components to produce their wares.  They also need products to ship on schedule.  
Increasingly, company operations and markets are global.  Many manufacturers use just-in-time systems 
placing greater demands on available transportation. 

 
15. UTILITY COST AND SERVICE:  Reliable and low cost redundant electricity is a top concern for companies 

seeking to remain competitive.   
 
Quality of Life 
 

16. INCOME LEVEL:  The income level of a community is a general indicator of prosperity and opportunity.  It 
also drives much of the amenities available in a region.  These amenities can play an important role in 
attracting companies and employees. 
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o Manufacturing-oriented states like Ohio and South Carolina have lower educational attainment rates than 
North Carolina. 

 
Regional Detail: 
 

o The state shows wide variation in 
educational attainment by region. 

 
o The Research Triangle enjoys 

33% educational attainment for 
adults, while the Northeastern 
region has just 14% with a 
bachelor’s degree.  Charlotte is 
on par with the state and U.S. 
average, while the eastern and 
western edges of the state are 
below 20%. 

 
o While still lagging the U.S., the 

state’s educational attainment 
has made significant gains in the 
past 5 years.   

 
o The state’s strong community college system is widely credited for improving the state’s overall educational 

level.     
 

 

23% 25%

18%

24%

16%
14% 

21% 

33% 

18%

0%
5%

10%
15%
20%
25%
30%
35%

Source: Census

Advantage
West

Eastern

North 
eastern 

Piedmont 
Triad 

Research
Triangle

Southeast

Charlotte

North
Carolina

E D U C A T I O N A L  A T T A I N M E N T  

% OF ADULTS 25+ WITH BACHELOR’S DEGREE OR HIGHER, 2004

U.S.



 

                                             REPORT 2:   NORTH CAROLINA RESOURCE ANALYSIS 12

1.3:  Secondary Education  
 
Requirements:  Companies will not only evaluate high school graduates as a potential workforce, but also the 
K-12 educational system.  In recruiting talent, primary and secondary schools serve an important, indirect role.  Good 
primary and secondary education develops workers who are trainable and able to handle the demands of the 
modern workplace.  Furthermore, good school systems are necessary to recruit employees with children in school.  
Some workers with children would forego a higher salary than live in an area with poor performing schools.   
 
Rating:   

 
Summary:  The North Carolina secondary school 
suffers from a higher than average drop out rate and lower 
than average SAT scores.  The percentage of students 
attending college is closer to the national average.  Within 
North Carolina, the northeastern and southern partnership 
region metrics are weaker, but this is a common problem 
for rural areas.          
 
 Statewide Detail: 
   

o The dropout rate of North Carolina’s high schools 
is higher than the U.S. average and the states 
examined in this study. 

 
o All states, with the exception of Georgia, show 

dropout rates that are at least one percentage 
point lower than the U.S. average of 5.0%. 

 
o Some of this variation is due to collection 

methods, but clearly, North Carolina’s dropout 
rate is not a strength. 
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Regional Detail: 
 

o The data sets for national and 
state dropout rates are different, 
with the regional data showing a 
more reasonable 5% rate for 
North Carolina.   

 
o The regions’ dropout rates are all 

very similar, with less than 1% 
separating the high and low.   

 
o Despite the high educational 

attainment of the Research 
Triangle, its dropout rate is not 
significantly lower than other 
regions, but is the lowest along 
with Charlotte.   

 
o SAT scores were highest in the 

Research Triangle and 
Advantage West regions.   

 
o The rural eastern regions of North 

Carolina the lowest scoring 
secondary systems in the state.     
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1.4:  Availability of Technical Employees 
 
Requirements:  Availability of local technical graduates is important for defense companies, particularly those 
involved in research or engineering.  Local technical graduates help companies manage labor costs that are by far 
the largest expenditure of technology companies.  Finding qualified engineers is a top concern of the largest 
aerospace companies, as many engineering students are choosing careers in electronics or software.  Research 
universities have consistently proven to be an important catalyst for defense sector growth.    
 
The defense sector is dynamic as technologies quickly evolve.  As a result, skills acquired in school only a few years 
ago may be obsolete today.  Success for defense companies can depend upon whether workers continue to upgrade 
their skills, and new graduates bring new capabilities that help maintain a company’s competitiveness.  Local 
universities and community colleges need to work closely with businesses to anticipate and meet demand for skill 
training.   
 
Rating:   

 
Summary:  North Carolina ranks favorably with benchmark competitors on availability of technical graduates.  
The state offers one of the leading public university systems in the country, and many private schools also draw 
students into the state.  On per capita basis, universities in North Carolina award a similar level of science and 
engineering degrees as the nation.  The size of North Carolina’s technical workforce rates less favorably, but not too 
far below the U.S. average.                
 
 Statewide Detail: 
   

o North Carolina currently graduates over 6,000 
bachelor’s students from science or engineering 
(S&E) programs annually. 

 
o On a per capita basis, North Carolina graduates 7.2 

S&E students each year per 10,000 population, on 
par with the U.S. average.  Only Massachusetts 
shows a significant advantage on a per capita basis, 
with 11.6 per 10,000, and technology-rich California 
graduates fewer on a per capita basis than North 
Carolina.  
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o North Carolina graduates a slightly higher percentage of its students from S&E programs – 17% versus the 

U.S.’s 16%.   
 

o The percentage of North Carolina’s workforce employed in technical occupations, defined as a science and 
engineering position in any industry, is below the U.S. average but similar to most regional competitors.    

 
o While the state graduates a healthy number of 

science and engineering graduates each year, the 
lack of jobs in the state prevents many from staying.   

 
o 3.4% of North Carolina’s workforce works in a 

technical occupation.  
 
o Georgia and South Carolina are at 3.9% and 3.0%, 

respectively.  Defense industry intensive states such 
as California, Massachusetts, and Virginia are much 
higher.   

 
 
Regional Detail:   
 

o The majority of North Carolina’s science and engineering undergraduate and graduate students come out of 
the Raleigh-Durham area due to the presence of major universities.   

 
o The presence of technology clusters and universities in Raleigh and Charlotte give those metropolitan areas 

a technical workforce larger than the national average.     
 
o The Raleigh metropolitan area, 

with 7.6% of its workforce 
employed in technical occupations, 
ranks among the top 10 tech 
metros in the U.S. 

 
o Greensboro, Greenville, and 

Wilmington are all near the state 
average.   
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2.1:  Economic Growth  
 
Requirements:  An economy that is sheltered from large economic swings is relatively more attractive to 
companies and employees.  When unemployment rates are low, the region benefits from an expanded tax base and 
increased spending.  Ultimately, this translates into lower costs and an improved business climate for local 
companies.  A growing economy is also vital to attract and retain workers in any industry.  Skilled workers are highly 
sought after and highly mobile.  This mobility is largely due to the many living and working options before them.  
Communities must offer sustainable economic growth that creates career opportunities to retain and attract these in-
demand workers. 
 
Rating:   

 
Summary:  Economic growth in North Carolina is 
expanding at near the U.S. average.  Yet, measured in terms 
of jobs, the North Carolina economy grew at a significantly 
slower rate than the U.S. over the past half decade.  With no 
employment growth North Carolina performed better than 
only Ohio, and significantly worse than defense states such 
as California, Georgia, Maryland, and Virginia.  Neighboring 
South Carolina grew only slightly faster.  Variations within the 
state are stark:  Charlotte and Raleigh enjoyed the highest 
rates of growth, while Winston-Salem and Greensboro 
suffered low rates on par with the state average.  Military 
base cities such as Jacksonville and Fayetteville enjoyed 
high growth rates, as did the university town of Greenville.   
 
Statewide Detail: 
   

o North Carolina’s employment base has been 
suffering for several years.  Numerous layoffs and 
shutdowns continue to outweigh gains in newer 
technology and service sectors. 

 
o With no growth over the last half-decade, North 

Carolina’s job base is obviously not growing at 
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national rates.  California continues its high rate of job creation, as do Maryland and Virginia.   
 

o Ohio registered a negative growth rate, while Massachusetts was almost unchanged.  Of the southern 
states examined in this report, North Carolina grew the slowest. 

 
Regional Detail: 
 

o Job growth within the state varies 
widely.   

 
o Charlotte and Raleigh registered 

the highest rates of job creation – 
about twice the U.S. average over 
the last half-decade. 

 
o Greenville and Jacksonville 

registered high rates of growth.  
Both enjoy government effects 
from East Carolina University and 
Camp Lejeune.  Fort Bragg’s 
home city, Fayetteville, saw less 
growth. 

 
o Textile-oriented Greensboro and 

Winston-Salem suffered the lowest 
job growth rates in the state. 
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2.2:  Labor Costs 
 
Requirements:  The cost of labor must be viewed from two different perspectives.  From the view of an 
employer, the cost of labor is a large expense.  All else equal, a relatively low cost labor supply is an attractive 
competitive advantage and is an incentive for a new or expanding business.  The community should provide an 
environment that will help attract and retain technical talent to reduce hiring costs for companies.  Effective workforce 
development programs are important to help companies reduce ramp-up times for new hires and increase 
productivity while controlling training costs.  However, worker productivity is as important as labor costs.  There is 
little benefit to lowering labor costs if productivity is also lowered.   
 
Rating:   

 
 
Summary:  North Carolina offers companies a very 
competitive labor force, with lower than average wages 
and higher than average productivity.  Average wages in 
North Carolina are 12% less than the national average.  
The average wage has increased 78% from $19,000 in 
1990 to almost $34,000 in 2003.  This is higher than the 
U.S. growth rate of 61%.  The wages earned in four of 
North Carolina’s seven partnerships, however, are below 
$25,000, more than 33% below the national average. 
 
Statewide Detail:  
   

o Only South Carolina offers lower wages among 
the benchmark states, but Ohio and Georgia 
are only slightly higher. 

 
o North Carolina’s workers are more productive 

than competing states.   Manufacturing 
employee productivity is far higher than national 
averages and among the benchmarks, only 
Virginia was higher.    
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o Manufacturing productivity is 60% higher than Massachusetts, Maryland, and Ohio.  North Carolina’s lower 
labor costs and right-to-work laws make a compelling argument to relocating manufacturers.   

 
o North Carolina’s workforce is much more competitive than regional competitors states South Carolina and 

Georgia.  The state’s workforce training programs and community college system have done an excellent 
job of preparing the North Carolina workforce.   

 
Regional Detail: 
   

o Wages in Charlotte and the 
Research Triangle are equal to or 
above the national average and 
competitive with other technology 
metros elsewhere.     

 
o The combination of low labor costs 

and high productivity make a 
compelling argument for 
manufacturing in more rural 
partnership regions.   

 
o While all regions experienced 

average wage growth of 51% or 
better from 1990 to 2003, Charlotte 
and the Research Triangle enjoyed 
the highest wage growth, with 78% 
and 82% growth respectively. 
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2.3:  Tax Burden  
 
Requirements:  Low, competitive tax rates and reasonable business costs are important to business attraction 
at varying degrees based on a company’s type of operation.  Manufacturers are highly sensitive to tax rates and 
business costs, while research operations such as biotechnology are less sensitive to cost issues.  Low property tax 
environments favor companies that are capital intensive or that carry large inventories such as distribution facilities.  
High personal income taxes or high labor unionization generally penalize companies which have a majority of their 
costs in labor.  A diverse base of employers provides some assurances and mitigates concerns that large tax 
increases will occur with the downsizing of one large employer.    
 
Rating:   

 
Summary:  North Carolina ranks in the lower half of 
the 50 states at 28th in total state and local taxes as a 
percentage of income.  According to Tax Foundation, 
North Carolina’s taxes are 10%, just below the national 
average of 10.1%.  North Carolina has exceedingly high 
personal income and capital gains tax rates; however, 
property and sales tax rates are both much lower than 
average. 
 
Statewide Detail: 
   

o In total tax collections per capita, North Carolina 
collects $2,800 annually.  The national average 
is above $3,200 and New York is the highest at 
almost $4,700 annual per capita tax collections. 

 
o Only South Carolina, ranked 6th, has a lower tax 

burden than North Carolina among the 
benchmark states. 

 
o North Carolina’s tax rates and system are a 

competitive advantage for firms relocating from 
high cost areas, but will not be an advantage in 
competing against nearby states.    

2004 Avg. Rate Rank

Top Personal Income Tax 8.3% 43

Top Capital Gains Tax 8.3% 45

State & Local Property Tax* 2.4% 11

Top Corporate Income Tax 6.9% 24

State & Local Sales Taxes* 2.9% 16

Gas Tax .26% 44

Source: Small Business Survival Index; *As a Share of Personal Income  
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Regional Detail: 
 

o Property taxes are the most 
important locally assessed tax.  
North Carolina’s overall property tax 
burden is very competitive.     

 
o Among the regions, there is great 

variance, ranging from $0.55 to 
$0.78.  The Northeast and 
Southeast are well above the 
average with the closest region 
nearly $0.10 less. 

 
o North Carolina's local property 

taxes are 39th highest in the nation 
by the per capita measure and 39th 
highest as a percentage of income, 
another indication of their relatively 
low rates.  
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2.4:  Incentives  
 
Requirements:  Incentives are playing an increasing role in a community’s competitiveness.  The expansion of 
economic development budgets and incentives bonds is quickly raising the supply of incentives nationwide.  A 
primary goal of incentives is to remedy a prejudiced tax system (using tax credits to reduce a high corporate income 
tax rate).  Now, incentives are becoming more cash-based, where state and local governments commit funds to 
invest in infrastructure, workforce training grants, or free land and buildings in order to win large projects.  Incentive 
packages should be scrutinized, though, and used to support existing businesses as well as relocations.  Often, 
incentives fall short in supporting successful, home grown companies, which may relocate out of an area due to 
incentives offered elsewhere.   
 
However, incentives cannot be used to mask an inherently bad “product.”  Companies choose to relocate or stay in 
an area largely based on underlying economic forces (i.e. workforce, infrastructure, costs), and not necessarily 
because of one-time incentive offerings.   
 
Rating:   

 
Summary:  North Carolina’s incentive program is effective and has produced tangible results in terms of job 
creation, business retention and recruitment, and new investment.  The combination of the William Lee Act and One 
North Carolina Fund provides flexibility in granting incentives and methods to ensure the state does not 
unnecessarily incentivize companies.  North Carolina follows rather than leads in this area though, and could be 
more proactive.  The state offers no industry-specific targeted incentives, which have been employed very effectively 
by competing states.  State incentives are also narrowly focused on manufacturing and do not offer many options for 
many of the highest wage and highest growth industries in the United States such as advanced design, software 
development, and professional services.      
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2.5:  University Research 
 
Requirements:  Research and development plays a vital role in economic development.  Many companies 
choose locations based on proximity to research universities and research performing clusters, such as federal labs.  
These areas not only offer a better possibility of attracting federal research funds, but also provide opportunities for 
companies to partner on projects, share knowledge, and recruit from a highly talented pool of workers.  Today’s 
research often is tomorrow’s new technologies and products, and companies know facilities near research centers 
benefit from increased exposure to these new breakthroughs.  Research universities can become major economic 
engines.  Many universities are actively commercializing their lab discoveries and creating new businesses in their 
local communities.      
 
Rating:   

 
Summary:  North Carolina universities perform a sizable 
amount of sponsored research, and the state ranks among the 
top states in the nation for state research spending and 
industry sponsored spending at state universities.  While most 
of the research happens in the Research Triangle area, other 
regions are expanding their research, and the entire state 
benefits from these activities anywhere they occur.    
 
Statewide Detail: 
   

o North Carolina ranks 14th in the nation for total 
university research spending per capita.  States with 
a small population, but one large research university 
distort the rankings to some degree.   

 
o The state ranks 4th overall for industry-sponsored 

research and development at universities, a key 
indicator of the effectiveness of university research 
and commercialization opportunities. 

 
o Not surprisingly, the state ranks very high for life 

sciences research and development spending.   
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Regional Detail: 
 

o The Research Triangle Partnership 
region accounts for the majority of 
research spending at universities in 
North Carolina.  The region ranks 
higher than any state and most 
metropolitan areas.     

 
o While overshadowed by the Raleigh 

area, the Piedmont Triad region 
ranked very well.   

 
o Other regions have much lower 

amounts of university research, but 
most are growing at respectable 
rates.   
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2.6:  Venture Capital 
 
Requirements:  Entrepreneurs and start-ups need early stage funding to support their development and later 
stage funding for worker hiring and product launches.  Start-ups traditionally go long periods with no profits and little 
revenue; at best these companies break even.  As a result, access to capital often determines a business’s success 
or failure.  It also plays an important role in whether that business grows; many small companies have established a 
market niche and are in need of later stage capital to ramp up business.   
 
Attracting capital, whether at start-up or in later stages, requires more than just a sound product and business plan.  
It also requires personal meetings to establish relationships and build trust.  Typically, venture capital firms prefer to 
invest in companies close in proximity to them so that they are more familiar with the company and can exert more 
control.  Entrepreneurs likewise need local access to savvy investors that have the technical knowledge to 
understand specific businesses’ risks.  Seeking financing from outside the region is prohibitively time consuming and 
costly.  To retain the entrepreneurial talent that creates and grows local companies, a region must first have a solid 
venture capital base to fund these early stage firms.    
 
Rating:   

 
Summary:  The availability of venture capital in North Carolina is modest.  The state ranks higher than most 
regional competitors due to the strong performance of the Research Triangle partnership region, and consistently 
ranks among the top 15 states for venture capital allocations.   Within the state, a majority of venture capital is 
invested in Charlotte and the Research Triangle.      
  
 Statewide Detail: 
   

o North Carolina will always be at a disadvantage 
when compared to states such as California and 
Massachusetts, and even the U.S. as a whole.  
Those states are home to the majority of venture 
funds and as such, companies there tend to 
receive a closer look.  California companies alone 
accounted for nearly 50% of venture capital in the 
U.S. in 2004.    

 
o Biotechnology and medical equipment attract the 

majority of venture capital in North Carolina.     
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Regional Detail: 
 

o The Research Triangle region 
attracts the most venture capital 
funding in North Carolina.   This is 
not surprising given the 
entrepreneurial network, university 
system, and technology companies 
in the area.      

 
o Charlotte and the Piedmont Triad 

both attract very respectable levels 
of venture funding as well.   

 
o As expected, more rural partnership 

regions do not attract significant 
levels of venture capital.  
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2.7:  Entrepreneurial Activity 
 
Requirements:  Entrepreneurship is a way to bring about regional economic growth.  In fact, it is estimated that 
70% of future jobs created in a region will come from entrepreneurial efforts.  Heightened entrepreneurship in North 
Carolina would also provide added benefits to support economic growth aside from new venture creation.  A healthy 
entrepreneurial infrastructure in a community builds active business networks, supports skill development in the local 
workforce, and attracts talented employees and risk takers to the region.      
 
An entrepreneurial infrastructure can begin to be nurtured without many resources.  It starts by developing an 
environment that allows local entrepreneurs to network with each other and link with other mentors.  These groups 
can form among industry peers or around university settings.  Giving entrepreneurial-minded people a way to 
connect with each other allows them to transform ideas for products into functioning business plans and start-up 
companies.  As businesses are created, they hire new employees, develop prototypes, and launch products to 
market.  Many employees and new entrepreneurs are attracted into the region as word spreads.  Eventually, similar 
firms are established, an industry cluster forms, and outside companies and suppliers are drawn into the region.   
 
Rating:   

 
Summary:  Entrepreneurial activity is difficult to track, but can be better understood by analyzing new business 
creation, venture capital activity, and patent activity.  North Carolina ranks well for these metrics.  The large volume 
of patents and venture capital activity coming from a few states distorts the national averages, leading to an 
artificially high U.S. average, but North Carolina ranks in the top 20 states for key entrepreneurial metrics.       
 
Statewide Detail: 
   

o North Carolina has a moderate amount of venture 
capital activity. 

 
o Patent activity is moderate in North Carolina, 

strong compared to other Southern states but far 
less than many competing western and 
northeastern states.   

 
o Patent activity in California and Massachusetts is 

far above the U.S. average.      
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Regional Detail: 
 

o Not surprisingly, the Research Triangle region led the state in patents awarded.  The region accounted for 
nearly half of patents awarded to North Carolinians during the 1990s.     

 
o Patent activity grew in all regions 

during the 1990s, a very 
encouraging sign.   

 
o Advantage West and the Piedmont 

Triad received more patents than 
expected given their population 
bases.   

 
o For more rural areas, the eastern 

and southeastern regions received 
a very respectable number of 
patents.  
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3.1:  Telecommunications  
 
Requirements:  The percentage of households with computers and Internet access indicates the state’s 
immersion into what has been called the digital economy.  Computer usage is commonplace in most workplaces in 
America.  More important than availability is usage by businesses and individuals throughout a local economy.  High 
usage rates are a sign of a current and progressive community.  A community in which households own computers 
and are connected at higher rates signals to a potential employer that the residents of the community will be 
reasonably tech savvy.  As PC penetration and Internet usage statistics begin to plateau, broadband access has 
become a very important metric, both from an infrastructure and a tech savvy perspective.  Availability of high speed 
lines is demanded by most relocating operations and local entrepreneurs.    
 
Rating:   

  
 
Summary:  North Carolina is an early technology 
adapter and the state has high Internet usage, PC 
penetration, and broadband access rates.  The state 
benefits from a large technology cluster in key metros.  
Broadband access is more widely used in North Carolina 
than the nation and usage is growing at a faster rate.          
 
Statewide Detail: 
   

o Broadband usage rates are slightly higher in 
North Carolina at 11.3% than the U.S. average 
of 11.1%.  

 
o Broadband usage tracks income levels to a 

moderate degree.  States with above average 
incomes, such as California and Massachusetts, 
have much higher usage rates.     

 
o Broadband usage is also growing at an incredibly 

fast rate in North Carolina.  Usage increased 40% 
more than the U.S. from 2000 to 2004.   
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o The availability of broadband access is as 

important as usage.   
 
o 99% of zip codes in North Carolina have at least 

one broadband provider, far above the national 
average. 

 
o Only Massachusetts, a small and more densely 

populated state, has higher broadband 
penetration.    
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3.2:  Commercial Real Estate  
 
Requirements:  The decision to locate or expand in a region is first predicated by the availability of the land and 
real estate necessary to accommodate the new business.  A clear and accurate assessment of the size, type, and 
cost of acreage should be readily available for the new or expanding company.  This saves time and money for the 
site selector and starts the process immediately in the right direction.  Clearly, manufacturing and distribution 
companies are most sensitive to site availability and cost, while service companies tend to prefer existing buildings.  
Economic development efforts to attract certain industries should be aligned with the inventory of sites available to 
serve those industries’ requirements. 
 
Technology companies, regional headquarters, and professional services firms look for high quality buildings in office 
parks that provide a high level of infrastructure and service.  Special building requirements can include telecom, fiber 
optics, electric redundancy, backup systems, shared lab space (dry and wet), and high security access.  Many 
progressive companies will desire a cluster of like-minded firms and buildings, with adequate buffer from non-
compatible uses, clear access to major highways, and often on-site amenities such as hike and bike trails, fitness 
centers, and cafeteria and nearby entertainment amenities.  While defense companies may be less price-sensitive, 
they do desire flexible configurations (for expansion) and/or flexible lease terms.     
 
Rating:   

 
Summary:  North Carolina rates very well for nearly every area of real estate including construction costs, land 
costs, industrial and office lease rates, and availability of real estate.  Land costs and lease rates in outlying and rural 
areas are very competitive with other states.  Office lease rates are competitive statewide, although availability can 
be a problem outside the major metros.  
Industrial rates are competitive 
statewide with Charlotte being the 
highest cost area in the state.      
 
Statewide Detail:  
   

o North Carolina’s cost of 
unimproved land in suburban 
areas is among the lowest in 
the nation, although costs are 
comparable in other Southern 
states.    
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o Construction costs are 25% less than a 30 city average in all of North Carolina’s metropolitan areas   
 

o Construction costs for all facilities are similar among major metros in North Carolina. 
 

o Class A office space costs are 
competitive in Charlotte and Raleigh-
Durham, both regionally and 
nationally. 

 
o Lease rates in both cities were 

comparable to Atlanta and significantly 
less than Northern Virginia, the largest 
regional office markets. 

 
o The vacancy rate in both Charlotte 

and Raleigh is around 16% and both 
cities have nearly 6 million square feet 
of available office space.        

 
o Industrial lease rates in both 

Charlotte and Raleigh are 
competitive, but not a distinct 
advantage. 

 
o Many metros across the nation offer 

lower cost industrial space, for both 
warehouse space and flex-industrial 
space.   

 
o Industrial vacancy in Raleigh is 25%, 

and 9% in Charlotte.       
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3.3:  Transportation System 
 
Requirements:  To be a competitive player in an increasingly global trade economy, a region must have an 
efficient and effective transportation system.  Just-in-time manufacturing and advanced logistics companies rely on 
the ability to ship and receive supplies and final products seamlessly.  Employees in non-manufacturing industries 
must also have access to air service that will allow them to travel to clients and business partners located outside the 
region.  Finally, employees must have reasonable commute times to and from work on local roadways.    
 
Rating:   

 
Summary:  North Carolina has an excellent transportation system, despite rising congestion in major 
metropolitan areas.  Further population growth could strain the state’s highway system and rising commute times will 
be a concern for manufacturers.  The state’s air transportation system is enviable, with a U.S. Airways hub in 
Charlotte and direct flights from Raleigh to major North American and European cites.  Port access at Wilmington 
and Morehead City is another benefit.  A future FedEx hub in Winston-Salem will positively impact the entire state.     
 
Statewide Detail: 
   

o Mean commute times are below the national 
average with only Ohio offering a lower commute 
time among the benchmark states.     

 
o Competing metropolitan area commute times are 

much more severe in these states as well.  
Commute times in Boston, Los Angeles, and 
Washington D.C. are all at or near 30 minutes.     

 
o North Carolina air service is excellent, but 

uncertainty remains due to a reliance on U.S. 
Airways in Charlotte.   

 
o Port access is a necessary asset to many 

multinational manufacturers.  
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Regional Detail: 
 

o While there is a prevailing 
opinion that traffic in Charlotte 
and Raleigh is severe, the 
statistics show both areas 
compare favorably with 
competing metropolitan areas.   

 
o Commute times in small 

metros compare favorably with 
Charlotte and Raleigh and 
competing states.   

 
o Access to the state port system 

is a key recruiting tool for the 
eastern, northeastern and 
southern regions.   

 
o The U.S. Airways hub in Charlotte benefits not only Charlotte, but also the surrounding partnership regions.  

Access to a hub airport is very important to many multinationals and getting headquarters staff to a 
manufacturing location and back in a single day is ideal.   
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3.4:  Utility Cost and Service 
 
Requirements:  Companies today work in the digital world and consume large amounts of power; therefore, 
affordable and reliable electricity is of utmost importance.  Reliable telecommunications can be equally important for 
certain industries.  Other utilities such as natural gas, water, and wastewater are less important.  Utilities are even 
more important to high value add manufacturers, such as a semiconductor plant or aerospace operation.  A modern 
semiconductor plant can use 50 megawatts of electricity and more than three million gallons of water per day.  Site 
selectors will evaluate brownouts, outages due to storms, power spikes and excess capacity for peak periods.  After 
the recent massive blackouts, reliability of the electric grid is important.  Manufacturers simply cannot afford 
downtime due to electric service.     
 
Rating:   

 

Summary:  North Carolina’s low electric rates and reliable service are an excellent recruitment tool, especially 
when marketing to companies with operations in California, Ohio, and other states that have suffered blackouts or 
extreme price volatility in recent years.  Within North Carolina, almost all the service providers offer similar rates.   
 
Statewide Detail:  
   

o North Carolina’s industrial, commercial, and residential electric rates are lower than the national average.   
 
o Electric reliability is among the highest in the nation in all areas of North Carolina, which is very important to 

high value add manufacturers.   
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o Electric costs are twice as high in 

California and Massachusetts, 
and service is less reliable in 
both states.   

 
o Georgia, South Carolina, and 

Virginia offer lower electric rates, 
but the difference is not great 
enough to alter location 
decisions for most firms.   

 
Regional Detail: 
 

o All of North Carolina’s electric 
service providers offer 
competitive rates and reliable service.    

 
o Greenville Utilities was the only service provider 

to charge more than the national average, 6 cents 
per kilowatt hour versus 5 cents nationally.   

 
o Total utility costs are above the U.S. average in 

only two of North Carolina’s eight largest metros, 
Goldsboro and Raleigh-Durham. 

 
o Total utility costs in Charlotte and Winston-Salem 

are 20% below the national average.   
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4.1:  Income Level 
 
Requirements:  The income level of a community is a general indicator of its prosperity.  The more income the 
region produces, the higher the amount and quality of amenities the region will generally have.  Higher income areas 
correlate with more entertainment amenities such as performing arts, professional sports, and restaurants, which 
drive the ability of the region to attract new workers.   
 
Rating:   

 
Summary:  Median household income in North 
Carolina is below the U.S. average and below that of the 
benchmark states, except South Carolina.  California, 
Maryland, Massachusetts, and Virginia’s median 
household income each exceeded $50,000.  
Unfortunately, even with moderate income levels the 
percentage of individuals living in poverty is high.  Over 
14% of the citizens of North Carolina live below the 
poverty line, the highest among the benchmark states.      
 
Statewide Detail: 
   

o North Carolina’s median household income 
stands at $43,000, compared to the U.S. average 
of $46,000. 

 
o Regional competitors Georgia and Virginia have 

higher incomes, while South Carolina is slightly 
lower.   

 
o Despite having an income level comparable to the 

U.S. level, North Carolina has a poverty level that 
is higher than any state examined here.  At 16% 
of total population currently in poverty, the state is 
slightly worse off than California and South 
Carolina, but far worse off than Maryland or 
Virginia. 
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Regional Detail: 
 

o Within North Carolina, urban 
areas such as Charlotte, 
Raleigh-Durham, and Winston-
Salem enjoy the highest 
median incomes. 

 
o Income levels in the Piedmont 

Triad region were slightly 
higher than the North Carolina 
average, and the other 
partnership regions had 
incomes between $33,000 and 
$37,000.     

 
o The rural partnership regions 

have the highest level of 
poverty in North Carolina.  

 
o Poverty rates are improving 

statewide, but improvement in 
rural areas can take time.   
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4.2:  Cost of Living 
 
Requirements:  Low costs of living are beneficial to both the employer and employee.  For employers, low 
costs of living can translate into lower wages since their workers require less money to meet basic obligations such 
as housing and groceries.  Likewise, as the workforce becomes more mobile, people will search for places where 
their wages go farther.  Finally, for people about to retire or on fixed incomes, reducing living expenses can 
dramatically increase the relative size of their incomes. 
 
The cost of living is composed of five key household expenditures, including housing, groceries, utilities, 
transportation costs, and healthcare.  Housing costs account for the single largest expense in the calculations, so 
high cost housing areas are immediately at a disadvantage.  The cost of health care rises in importance every year 
as an increasing percentage of an American’s income is spent on doctors visits and prescription drugs.   
 
Rating:   

 
Summary:  The cost of living is below average in North Carolina.  Housing costs are below average throughout 
the state with the exception of a few high cost areas, including Asheville.  Grocery, transportation, and utility costs 
are at or below the national average for citizens in North Carolina.  Tax rates are moderate as well.  Healthcare costs 
are the only tracked expenditure consistently higher in North Carolina.        
 
Statewide Detail: 
   

o The cost of living in North Carolina for the average 
family is 98% of the national average.    

 
o The cost of living in California, Massachusetts, and 

Maryland is significantly higher, due in large part to 
very expensive housing.   

 
o Other benchmark states have a cost of living near 

that of North Carolina and the nation.     
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Regional Detail: 
 

o All major cities are at or below the 
average cost of living nationally.  

 
o Due to expensive housing, 

Asheville is the highest cost 
metropolitan area in North Carolina.   

 
o Charlotte and Raleigh offer 

extremely competitive cost of living 
for large metropolitan areas.  
Housing costs in both areas were 
20% below the national average.     
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Location Total Grocery Housing Utilities Trans. Health Misc.
Asheville 104 95 118 89 105 105 100
Burlington 94 95 84 82 98 103 104
Charlotte 92 94 80 81 101 111 101
Dare County 114 100 143 92 107 91 104
Fayetteville 94 108 82 89 93 104 100
Gastonia 89 92 80 88 94 99 94
Goldsboro 91 103 83 107 89 85 91
Greenville 94 95 89 84 94 113 99
Kinston 93 93 86 97 99 99 96
Raleigh 93 100 79 105 92 103 97
Wilmington 96 100 90 99 97 102 97
Winston-Salem 89 98 81 81 93 86 94
Source: ACCRA; U.S. average = 100

COST OF LIVING
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4.3:  Cost of Housing 
 
Requirements:  Workers, managers and executives have different budgets, needs and tastes.  Therefore, a 
wide variety of housing options and price ranges are important.  Affordable housing is more important for low-income 
and middle-income workers.     
 
Manufacturing and technology industries on average pay higher wages than traditional industries, but many metros 
have a higher cost of living than the U.S. average.  Urban housing options such as lofts are popular in many young 
metros.  Apartment lofts made from converted warehouses are choice for many single workers who want to enjoy the 
quality of life that a downtown provides along with a shortened commute.    
 
Rating:   

 
Summary:  Although housing costs continue to rise 
across North Carolina, prices and growth rates remain 
below the national average.  Home prices are more 
than twice as high in California and Massachusetts, and 
50% higher in Maryland.  Home prices in the most 
expensive areas in North Carolina are only slightly 
higher than the national average, and very competitive 
with similar areas in other states.                  
 
Statewide Detail: 
   

o The median value of an owner occupied home 
in North Carolina was $125,000 in 2003, 15% 
less than the U.S. median.       

 
o The median price increased 16% between 2000 

and 2003, compared to a national gain of 22%.   
 

o Median prices in California and Massachusetts 
increased over 50% each during the same time 
period and are now over $300,000.   
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Regional Detail: 
 

o Charlotte and Raleigh were the only 
two areas in North Carolina with 
home prices above the national 
average. 

 
o While the Census does not provide 

updated figures for Asheville, a 
review of similar data confirms 
above average home prices there 
as well.  

 
o Fayetteville offers the most 

affordable housing of any metro 
area.   

 
o Growth rates were below the U.S. 

average in all of North Carolina’s 
metropolitan areas.   
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5.1:  High Tech Image 
 
Requirements:  The perception of a community can be as much a determinant of economic development 
success as the reality.  Those communities with strong high tech images are often those placed at the top of site 
selectors’ lists, whether or not they are the most competitive location for a business.  Communities pursuing the high 
tech industry must, therefore, invest heavily in marketing and other promotional activities that counteract current 
perception and establish a high tech image.   
 
Many factors affect the image of a community.   A community’s current industrial base is typically the primary 
influencer of its outside image.  Several U.S. communities have changed their image overnight by recruiting a major 
high tech company – and then publicizing it.   Educational institutions can also set the tone for a community’s 
external image.  Those communities with strong engineering and science universities are often assumed to also 
have a strong high tech base.  Political leaders impact a community’s image.  In recent years, for example, Governor 
Pataki of New York has almost single-handedly created a high tech image of the state that did not exist prior to his 
governorship.   A community’s demographic profile also conveys whether a community provides a high tech 
environment.   Communities comprised of a young, well educated, creative, and diverse workforce are often 
perceived as being more high tech. 
 
Marketing, public relations, and direct selling are the most used tools for redirecting a community’s image.   Internal 
marketing is also critical, but often overlooked.  Before marketing high tech assets to outsiders, communities should 
first convince their own residents and companies that they are a good location for high tech activities.  Residents, 
local media, and local executives can then convey the image through their own business dealings.   
 
Rating:   

 
 
Summary:  Despite having a strong technology 
economy, North Carolina is not known as a technology 
state.  Many people are aware of Research Triangle Park, 
but remain unaware of North Carolina’s other unique 
assets and technology companies. 
 
Major news and business publications rarely mention North 
Carolina in any technology context, especially when 
compared to other large technology states like California, 
Massachusetts, and Virginia.  North Carolina can make a 
strong argument to technology companies, but its image 
could leave it off some site selection lists.    
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5.2:  Image as a Place to Do Business 
 
Requirements:  A state’s image among site selectors and corporate executives is extremely important.  For 
example, after years of very public battles in California over workers compensation, electricity costs, and tort reform, 
California’s image as a manufacturing location is battered and may not recover.   
 
Rating:   

 
 
Summary:  North Carolina’s image as a place to do 
business is excellent in many respects, but opportunities 
exist for improvement.  The overall business climate is 
considered ideal, as the chart at right shows, with a non-
intrusive state government, moderate taxes, and a 
competitive cost structure.   
 
The state’s image is not ideal for recruiting many specific 
target industries, including many segments of the 
technology industry.  While North Carolina has excellent 
technology assets, including premier research universities 
and a cost competitive technical workforce, these assets 
are not well known among corporate executives and site 
selectors.       
 
Statewide Detail: 
   

o The cost of doing business in a state greatly 
influences its perception as a place to do 
business.        

 
o The cost of doing business in North Carolina is 

8% lower than the national average and the 
lowest among the benchmark states.   
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Regional Detail: 
 

o North Carolina cities large 
and small are frequently 
cited for low operating costs 
and excellent business 
climates.    

 
o Many of North Carolina’s 

smaller metros fared poorly 
in business climate rankings 
due to an over reliance on 
certain industries, lack of 
entrepreneurial resources, 
and skilled workforce 
availability.   

 
o The cost of doing business 

is very competitive in most 
North Carolina metros.  
Asheville and Wilmington, due 
in large part to higher real 
estate costs, are the highest 
cost areas in the state, and 
both still ranked in the top third 
of all metros.   
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5.3:  External Marketing Efforts  
 
Requirements:  Effective marketing efforts will have a defined target, a tailored message, a communication 
strategy, and are measurable.  Marketing campaigns without these qualities produce vague messages, poor results, 
and wasted money.    
 
Leading states typically tout their strengths in target industries in their marketing materials and websites.  Defense 
industry strengths that are marketed typically fall into one of three categories:  a community’s technology industry 
base, its attractiveness to highly skilled workers, or the location of outstanding research and industry relevant assets.  
The marketing activities of cities such as Austin, Boston, and San Diego tout their concentrations of companies 
within specific industries such as semiconductor and biotechnology.  Phoenix and Boulder’s marketing campaigns 
feature the reasons why the regions are outstanding locations for technically skilled people.  Massachusetts and 
Virginia both effectively market federal and university research assets. 
 
Rating:   

 
Summary:  North Carolina could market itself better.  The state lacks a coordinated marketing plan among the 
various economic development entities.  Typically, the state’s lead economic development agency would be 
responsible for marketing, but a lack of funding precludes the North Carolina Department of Commerce from actively 
marketing on a continual basis.  Instead, the state’s image is developed through the relatively uncoordinated 
campaigns of the economic development partnership regions, chambers of commerce, and industry associations.  
With no common state level theme being pushed out to the marketplace, the state’s image has become cluttered.   
 
The Department of Commerce website is the first place many site selectors and relocating companies will visit when 
looking for information about North Carolina.  While the Department of Commerce does an excellent job keeping the 
site up to date and developing unique content about North Carolina, a new website is needed.  The website does not 
clearly address any specific target industries.  Any state-level economic development website should have dedicated 
pages for each specific target industry.  Marketing campaigns should also be developed with state targets in mind.    
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