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Pedal
to the
Metal

ke Easley explains how North Carolina
has clinched the top business climate
slot in seven of the past eight years.

by MARK AREND
mark.arend@conway.com

Tar Heel Tenacity

reat incentives. Low taxes. A receptive economic development
department.
That's how one corporate site seeker described North
Carolina in a survey of such respondents that makes up half of Site
Selection's annual ranking of state business climates. Add a track record
of consistently strong business expansion activity as tracked by the
publication's proprietary New Plant database — the other half of the
ranking — and a state has what it takes to land at the top of that ranking.

Which is exactly what North Carolina has done for the fourth year in
a row, and for the seventh time in eight years.

"We had to be aggressive, because there's so much transition going
on in the economy," says Gov. Mike Easley, who spoke with Site
Selection the very week the recent financial crisis claimed one of its
biggest victims — Charlotte-based Wachovia Bank, weakened by a
distressed-debt-heavy loan portfolio.

Local and regional pundits in September and October wasted no
time predicting a mass exodus from the Charlotte area's financial sector
— a sector that had grown from obscurity in the 1980s to the sector that
turned the metro into a national financial center over the past 25 years.
Finance, it seemed, would go the way of North Carolina's textile,
furniture and agriculture industries. But the governor has other plans.

Crisis or Opportunity?

"I've got some work to do there," says Easley. "But any time you see
a lemon, you figure out how to make lemonade. I'd still like to get some
more finance here in North Carolina."

Since 9/11, Wall Street firms have been required to operate
redundant processing systems outside of New York, and such financial
companies as Fidelity Investments and Credit Suisse chose the Research
Triangle Park in the Raleigh-Durham area as the location for theirs.

"Those are different operations from what's in Charlotte, but this
may be an opportunity for us to capitalize on our retail franchise, and the
investment brokerage business as well," says Easley. "I just need to
explain to those companies what a great opportunity it is to them, right?
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North Carolina's economy has what it takes to recover from the current financial setback, says the governor.

"There's a lot of short-term pain right now, but the long-term gain in diversity and knowledge-based jobs translates into

a lot of job security and economic security for the state," says Gov. Easley. "The whole nation is going through this

transition."

But only one state wins the top business climate ranking, and Easley has some ideas about why his state fares so well.

Overhauling the state's economic development Web site to deliver more information of interest to site seekers was one

part of the strategy. If that site does not provide the information most needed by those involved in location research, "you

can get eliminated from consideration by a project team and not even know that project is out there," says the governor.

Face-to-face meetings with corporate executives both in Raleigh
and around the country also played a role, primarily in educating
those executives about steps the state is taking to improve the
business climate. Easley says he and his staff invited candid
comments from attendees. "They were very frank and very honest.
We encouraged it, and we used that criticism to our benefit."

The One North Carolina Fund, which can be used to lure key
projects in target industries, is a result of those meetings. The Job
Development Investment Grant (JDIG) came later. JDIG helps the
state recruit talent into industry sectors being cultivated in the wake
of dis-investment in legacy industry sectors.

More recently, the state has passed a measure to reimburse
companies for work-force education through tax credits and to cancel
the state sales tax on high-tech equipment costing $200 million or
more.

"Those companies are creating world-class facilities in North
Carolina, and they are investing in our people, our work force, to
make sure they stay in the state, because we're the only ones who
know how to work it," says Easley. "We still get a net benefit out of
it in terms of revenues, but we've raised the level of productivity of
those plants in North Carolina."

Education Investments Pay Off

Many states have JDIG-style slush funds for closing deals, and
many states have souped up their economic development Web sites in
recent years. It's North Carolina's work force — which is steadily
transitioning to a knowledge-based economy and supporting growth
in key sectors — that is behind much of the state's success.

A case in point is Spirit AeroSystems' selection of the North
Carolina Global TransPark in Kinston as the site for a 500,000-sq.-ft.
(46,450-sq.-m.) fuselage design and manufacturing complex (see the
Aerospace Industry report on page 902). Jim Cocca, the company's
director of facilities, told Senior Editor John McCurry that in-depth
analysis of the Kinston area, in the eastern part of the state, indicated
"a highly skilled, underemployed work force, much of it coming from

What NASCAR Mean

N ASCAR is now a $6-
billion industry, and
much of that industry's
growth, particularly in
North Carolina, has taken
place while Mike Easley
has been governor. A key
supporter of the industry,
Gov. Easley says, "I do
everything I can to keep
the races here. I drive
every year in the all-star

race, and my sponsors
give me money for every L
lap I do over 165 miles per hour." Education and
the National Guard are among the beneficiaries of
funds the governor has raised on the track.

"NASCAR is a microcosm of the economy in the
world today," says Easley. "It's all about
competition, it's all about high tech and it's
knowledge-based. The guys in the pit are not
good-ol' grease monkeys. They are engineers, and
their average salary is about $75,000. They have
to get faster and better not just every week and
every year, but in every race. They're making all
these adjustments and as they do so, whoever can
adjust their car the most, wherever the
communication is best between the crew and the
driver and the talent — that car will win the race,
absent bad luck.

"I use that analogy to explain to people that
we have to be faster, smarter and stronger in
America than we have ever been before," he adds.

the textile and furniture industries." What's more, composites developed in the textile industry will soon be applied to work



done at Spirit AeroSystems, so not only is labor available, but it is exactly the right kind of labor.
Gov. Easley refers to the project as "transformational for eastern North Carolina. We never had to build an economy in

eastern North Carolina, because we had tobacco," he says.

With both tobacco farming and textiles in decline for years, the
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high school program whereby they earn both a high school
diploma and a community college associate degree.
"In essence, every high school is now a satellite college," says Easley.

“We are changing the delivery system of education so that college goes to the student if
the student cannot go to the college. This effort will assure that our state has the best
work force in the world and gives every child an opportunity to reach his or her full

potential.”

— Gov. Michael Easley

"Learn and Earn will change North Carolina high schools so that students receive the skills and training they need for
high-skilled, better-paying jobs," explained the governor when the program was launched in September 2004. "If students
know they can graduate with practical job skills and an advanced degree, they will have an additional incentive to complete
their degree before entering the work force."



Easley also noted that nearly all of the new projects the state recruits are looking
for workers with at least an associate degree, and that it is the state's job to provide

them.

Existing and potential employers' skill sets can be built into college curricula, and
in some cases, corporate facilities serve as branches of community colleges, further
integrating employers and future employees.

Exactly four years later, this past September, the Learn and Earn program received
a 2008 Innovations in American Government Award from the Ash Institute for
Democratic Governance and Innovation at Harvard University's Kennedy School of
Government. Nearly 1,000 programs representing all levels of government competed in
the awards program. As a winner, North Carolina will receive $100,000 for replication
and dissemination of the program.

"North Carolina is the first and only state in America to offer a free college
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education to every student," noted Easley on Sept. 9. "We are changing the delivery

system of education so that college goes to the student if the student cannot go to the college. This effort will assure that

our state has the best work force in the world and gives every child an opportunity to reach his or her full potential."

R&D and Biomanufacturing

“If students know they can graduate with practical job skills and an advanced

degree, they will have an additional incentive to complete their degree before

entering the work force.”

— Gov. Michael Easley

On the higher end of the higher education spectrum, biopharmaceutical companies continue to invest in R&D facilities

in and around Research Triangle Park in part due to the area's research university resources.

But when it's time to manufacture the products of the R&D, more companies

Business Climate Buzz
Site Selection's October survey of
corporate real estate executives reveals out.
which factors on average are most

are staying put in North Carolina to take advantage of the state's 30-percent
cost advantage over other life science clusters around the U.S., Easley points

Galexe Pharma Sciences announced in July that it will locate a

important to them when they are involved  pharmaceutical manufacturing plant in Lenoir, in Caldwell County, that will

in location decision making.

1. Ease of permitting and
regulatory procedures ) .
Transportation infrastructure under consideration.
Existing work-force skills
State and local tax scheme
Utility infrastructure

Land/building prices and supply
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employ 55 workers. The company, a subsidiary of Virginia-based Exela
PharmaSci Inc., will invest $8.6 million to occupy and remodel a vacant
facility. Locations elsewhere in the U.S. and in Hyderabad, India, were also

"The affordable cost of living, and the various grants and incentives added
up to an overall lower cost of doing business," noted Phanesh Koneru,
president and CEO. A $250,000 grant from the One North Carolina Fund and
additional support from state and local agencies played a role in the location
decision, but "availability of local talent, proximity to several equipment
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8. Flexibility of incentives
programs
9. Higher education resources
10. Availability of incentives

vendors and milder year-round weather are additional factors."

Anecdotally, that company's experience of siting in North Carolina makes
the point the governor stresses, which is the importance of individual
components of the business climate but also of the landscape as a whole.

"You've got to have the work force and the right education level of the
work force, and with respect to incentives, you don't have to win every time,
but you have to level the playing field," says Easley.

“The affordable cost of living, and the various grants and incentives added up to

an overall lower cost of doing business”

— Phanesh Koneru, president and CEO, Exela PharmaSci Inc., on subsidiary Galexe Pharma
Sciences' choice of Lenoir, in Caldwell County, for an $8.6-million, 55-worker new plant

investment.

2008 Top North Carolina Projects

GE Hitachi Nuclear Energy Americas LLC Castle Hayne Reactors & Nucelar Services E $700
Spirit AeroSystems Inc. Kinston Aircraft Components N 570
Titan America/Carolina Cement Castle Hayne Cement N 469
IBM Research Triangle Park Data Center N 360
Piedmont Natural Gas Co. Robeson Co. Liquefied Natural Gas N 300
Merck & Co., Inc. Durham Vaccines (Phase 3) E 300
Reliance Industries USA Inc. Kinston Polyethylene Terephthalate N 215
Fibrowatt Elkin Poultry Litter Fueled Energy N 140
Companhia Providencia Statesville Nonwoven Fabric N 133
Sanderson Farms Kinston Poultry Processing N 126
Siemens Medical Solutions Cary Consulting Services E 60
United Therapeutics Research Triangle Park Pharmaceuticals E 50
NGK Ceramics USA Mooresville Auto Parts E 43
Speed Channel Inc. Charlotte TV Station E 38
Sencera International Charlotte Solar Panels N 36
Tessera Technologies Inc. Charlotte Semiconductors E 30
Santa Fe Natural Tobacco Co. Oxford Cigarettes E 29
0’Reilly Automotive Inc. Greensboro Auto Parts N 27
Crate & Barrel Charlotte Furniture E 24
Golden State Foods Garner Food Distribution N 24
Source: Conway Data New Plant Database N=New E=Expansion
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