IL.

I1L

TENTATIVE AGENDA & MEETING NOTICE
JOINT MEETING
WATAUGA COUNTY BOARD OF COMMISSIONERS
&
WATAUGA COUNTY ECONOMIC DEVELOPMENT COMMISSION

TUESDAY, APRIL 14, 2015
1:00PM

WATAUGA COUNTY ADMINISTRATION BUILDING
COMMISSIONERS’ BOARD ROOM

Call To Order
Discussion of Economic Matters

Adjournment



Why Watauga?

Welcome to Watauga County, North Carolina, a place of breathtaking

mountain scenery, clear, unspoiled streams, cool summer temperatures,

beautiful fall colors, premier winter ski resorts, mountain culture,
traditions and lore, and vibrant downtowns!

Why choose Watauga County? Throughout this brochure, you will see

details on Watauga County’s great educational opportunities, highly
trained workforce, utility options, quality of life, transportation, sites
and buildings, and incentives availabilities as well as major employers
and target industries. But for now, here are four great reasons that you
should make Watauga County your business’ home:

Education Focus

*Home of Appalachian State University
*Award-winning public schools

*LEED certified new high school
*Excellent community college facilities

Culture of Entrepreneurship
and Creativity
«Certified Entrepreneurial
Community
*Tradition of innovation
*Variety of banking resources
*Highly educated work force
*Longstanding home to artists,
artisans and writers

Outstanding Quality of Life
163 persons/square mile
vs. 196 for NC
«Safe: Crime rate 28.7
vs 45.1 for NC
*Great place for children to grow up
* Changing vibrant community
*Green, sustainable businesses,
practices and culture

*Well established farmer’s market
and local food
*Four seasons of exciting outdoor

recreation Hub of Northwestern NC

*Regional commercial center
*Modern, expanding regional
healthcare system
+25 physicians/10,000 population
vs 20.9 for NC
*New College of Health Sciences
*Home of Samaritan’s Purse

*Active, growing non-profit sector

I
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Major Employers

These are Watauga County’s largest employers:

Appalachian State University 15. Hospitality Mints

(1000+) (100-249)

Appalachian Regional Health 16. The Village Pharmacy
care System (1000+) (100-249)

Watauga County Board of 17. Maymead Inc (100-249)
Education(500-999) 18. Lowes Home Centers Inc
Samaritans Purse Inc (500-999) (100-249)

—_

9. Blowing Rock Country
Club Inc (100-249)
Harris Teeter Inc

Watauga County (250-499)
Wal-Mart Associates Inc
(250-499) 20.

Mast General Store (100-249) (100-249) )
Tweetsie Railroad Inc (100-249) 21. RHA-NC Operations Inc
Clinical Trial Services (100-249)

(100-249) 22. Cracker Barrel Old

Town of Boone (100-249) CountryStore Inc

Chetola Mountain Resort (100-249)

(100-249) 23. Lowes Food Stores Inc
Glenbridge Health and (100-249)
Rehabilitation(100-249) 24. Westglow Resort & Spa
Coach Inc (100-249) LLC (100-249)

Food Lion (100-249) 25. The Hastings Co (100-249)

Target Industries

*Computer Systems Design *Surgical Appliance

Services and Supplies Manufacturing
*Analytical Laboratory *Sporting and Athletic Goods
Instrument Manufacturing Manufacturing
+Surgical and Medical *Research and Development in
Instrument Manufacturing Biotechnology

Industry Percentages for Current Top Employers

Quality of Life

Living in a place that actually
can live up to all the qualities
most communities claim to
offer...

A place that marries
four seasons of
amazing natural beauty
with an advanced
technology backbone.

A safe place to raise a
family, the perfect place
to work and the ideal
place to retire, all in the
same town.

Actually finding that
special community

you and your family
have been searching

Award-winning schools, 4th of
July parades, mountain sunsets,
neighbors helping neighbors.

for, but never
thought really
Existed.

A unique home,
situated on a ski
slope, in a quiet
valley, or
alongside a
rushing mountain

trout stream.

A vibrant, diversified
economy, supported by
a major state university.

Watauga County:
Where living is good

Incentives

Thanks to the action of the North Carolina General Assembly,
companies in North Carolina can take advantage of a variety of
incentives. The incentives are primarily in the form of tax credits for
investment in machinery and equipment and real property, and for job
creation.

Targeted, performance-based incentive programs complement the
state’s competitive cost structure and low business tax burden to offer
businesses a cost-effective place to locate or expand.

The state’s Article 3J Tax Credit Program offers eligible businesses
credits on state coporate or franchise tax for creating jobs, investing in
businesses property and in some cases, real property. Other tax credits
available include those for technology development and the use of state’s
deep-water ports.

Infrastructure financing programs, including bonds, grants and loans,

provide important resources necessary for some projects. North
Carolina also offers funds to construct access roads and railroad access
tracks required by new or expanding industry.

Finally, a number of important discretionary incentive programs,
including the One North Carolina Fund and Job Development
Investment Grants, are available to high-impact new and expanding
businesses for which the grant is needed to carry out the project in the
state and are applicable to competitive projects.

For more information and detail on state incentives, go to:
http://www.thrivenc.com//sites/default/files/uploadsiNCentives.pdf.

Watauga County Economic Development Office can answer any
questions about locally available incentives.

Sites in Watauga County may qualify for SBA Hub Zone Program,
New Market Tax Credit Program, or Tax Increment 24% Financing.




Education

Nestled in the heart of Boone, NC is
Appalachian State University, a four
year, regionally accredited school with
a wide range of degree offerings and
an enrollment of just over 18,000.
Appalachian consistently receives
accolades in national publications such
as Princeton Review’s “Best in the
Southeast” and “Guide to 322 Green
Colleges: 2013 Edition,” Kiplinger’s
Personal Finance magazine’s “Best
Values in Public Colleges, 2014” and RIS TIEReIR 186 s Vel sta ke i
US News and World Report’s “2014  [UANGEI RIS iEel SIS e inA
America’s Best Colleges Guide.” Biology

Chemistry Communication

Computer Science
Sustainable Development
Geography and Planning
Nursing
Geology
Accounting
Mathematical Sciences
Marketing
Computer Information Systems
Management

Customized Training for new,
expanding and existing business and
industry is provided in North
Carolina by the community college
network. Caldwell Community

Labor Force

Watauga County has a highly educated population that is ready to go

to work for you. According to the US Census Bureau’s American
Community Survey, Watauga County ranks ahead of North Carolina
and the nation in educational attainment. For population 25 years old
and older, 39.6% in Watauga County have achieved a bachelor’s degree
or higher. Watauga County also exceeds the state and nation in the

age 18-24 cohort. This dynamic work force is a great reason to choose
Watauga County.
North Carolina is a
Right-to-Work state.

% W/ Bachelor’s +

Union activity is Watauga County 39.6%
limited in Watauga North Carolina 26.6%
County, and overall

labor costs are United States 28.9%

reasonable.

College and Technical Institute serves
Watauga County through its main
campus in Hudson, NC and the local
Watauga Division.

In addition, CCCTI offers a number
of corporate and continuing
education courses, an invaluable tool

for any business looking to improve

worker productivity and encourage
continuous learning.

Transportation

11 Airports within 200 miles

3 International Airports: CLT, GSO & RDU

3 Domestic Airports: TRI, AVL & GSP

5 Local Airports: 6A4, MRN, IKB, HKY
&NC2

2 New 4 Lane US Highways

U.S. 321 access to Interstate 40 & Interstate 85
U.S. 421 access to Interstate 77 & Interstate 40
Daily Bus Service to Charlotte and
Greensboro

Mountaineer North/South: Boone to Charlotte
Mountaineer East/West: Boone to Greensboro
Mean Travel Time to Work

(According to CensusReporter.org)

Boone: 12.8 minutes

North Carolina: 23.7 minutes

Utilities

Electricity provided by:

Blue Ridge Electric Membership
Corportation, New River Light
and Power Company

7 Propane Gas and 6 Fuel Oil
Companies serve Watauga
County

Frontier Natural Gas expanded
service into Watauga County
Telephone and Cellular Services
are provided by four companies
All forms of internet access are
available in Watauga County:
Dial-up, Cable, Fiber, DSL, T-1,
and other options

Water and Sewer provided by
three of the municipalities &
Solid Waste Disposal and
Recycling provided by the county $72,000.

Landfill Gas Project

This will save the county money in

Sites & Buildings

We have a state of the art sites and buildings database that allows you to
view buildings, sites, businesses, and communities superimposed on a map
of Watauga County. Search options include square footage, “For Sale” and
“For Lease,” as well as type of space. Heat maps of demographic data,
consumer expenses, and the labor force are available. If that’s not enough,
you can even add city/county boundaries and points of interest to the map

for further reference!

The closed landfill in Watauga County
is now turning landfill gas into energy.

utilities and provide an annual profit of

This screenshot shows just
a small sample of what the
database puts at your
fingertips! This shows a
heatmap of percentage of
the population between
ages 20 and 29, a great
labor force, underneath
pinpoints of businesses in
the area.

Contact Us

For additional information or to figure out how to get involved with

Watauga County, contact Joe Furman at the Watauga County Office of

Economic Development.

Mailing Address:
Watauga County Office of Economic
Development
P.O Box 404
Boone, NC 28607

Phone: (828) 264-3083
Fax: (828) 265-8080
Email: joe.furman@watgov.org

Physical Address:
331 Queen Street, Suite A
Boone, NC 28607

http://www.wataugaedc.org
http://www.exploreboonearea.com
http://www.wataugacounty.org
http://aectr.com

Thank you for considering Watauga County for
your business. We hope to see you here soon!

Watauga County

Take Your Business

to Higher Ground



















Development in this area is envisioned to project attractive building fagades, with outdoor service activities, manufacturing, loading,
and storage areas limited to the rear or the building. These industries project a clean appearance and are relatively quiet. External
impacts from excessive noise, smoke, and odors are limited or non-existent. Limited retail activity and/or related supporting
businesses may be permitted as an ancillary use. Larger scale office uses would also be included.

Agribusiness

Employment area supporting the production of agriculture and innovation in the agriculture industry. Locally, tree farms, nurseries,
farmers markets, agricultural support businesses, greenhouses, and agricultural educational opportunities abound. In addition,
Western North Carolina is developing a strong reputation in the bio-energy field with numerous alternative energy entities. This
region remains well positioned to capitalize on green, sustainable, and innovative industry.
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Executive Summary

The purpose of the study is to evaluate the economic contribution of the existing Watauga
County Industrial Park, located in Boone, NC. As some of these companies would still likely
locate in Watauga County absent the Industrial Park, the impact estimates are not intended to
capture the economic activity that would be lost to the County absent the Industrial Park, but
rather provide a measure of the total economic contribution to the County from the Park

complex as it exists today.

The existing Industrial Park is 45 acres in size and was developed during the 1980s. At a size of
286,806 total square feet, the Park has a total building assessed value of $7,305,000, providing
over $32,000 annually in property taxes to the County. The park is home to nine distinct
businesses, employing 426 workers that specialize primarily in manufacturing, production, and

distribution sectors.

The report demonstrates that the presence of the Watauga County Industrial Park directly
supports 257 jobs for workers that live in the county with earnings of $9.0 million, and
approximately $35.5 million in annual economic output. Through secondary spillover and
multiplier effects, these direct onsite operations then indirectly generate further effects that are
captured in the economic model. Overall, taking into account the multiplier effect, the total

impact of the existing Industrial Park on the Watauga County economy is:

e 387 jaobs;
* $13.6 million in additional labor income; and

¢ $51.3 million in economic output.

It should also be noted that presence of the Industrial Park doesn't just benefit Watauga County,
but also adjacent counties and beyond. The measured economic impact of the Industrial Park
would be greater when analyzing the economic effects over a larger geographical scope.

For example, if the counties immediately adjacent to Watauga were included in the analysis,
both the direct and secondary impacts of the Industrial Park on the larger regional economy
would be greater. The direct effects would be increased because more of the direct salaries
earned from employment in the Industrial Park would be captured in the model. On its own, this

would create greater secondary effects, but also, as the regional economy is widened, there



would be fewer leakages (imports), so the overall economic contribution of the Industrial Park to

the larger region would be more significant.



l. Introduction

Watauga County has a dynamic and diverse economy that is driven primarily by the presence of
Appalachian State University, but also thriving year-round tourism, a regional medical center,
and a robust service sector. To some extent, these economic sectors (albeit principally
Appalachian State University) provide a stabilizing influence on the regional economy. While no
region is recession-proof, the University’'s presence in particular provides a buffer to
recessionary pressures and a platform for post-recession recovery. This is evident from the
recent experiences from the Great Recession (2007 — 2009). While the downturn reduced
employment across all counties in the region, the percent increase in post-recession
employment levels has been approximately 1.5 times greater in Watauga County than the wider

western North Carolina region, indicating a stronger local recovery.

Watauga County also has a handful of principally wholesale and manufacturing businesses that
are successful “home grown” companies that manufacture and distribute items such as leather
products, wood furniture components, indoor metal furniture and specialty paint systems. To
help facilitate opportunities for companies like these to locate and/or expand in the area,
Watauga County Industrial Park (WCIP) was developed in the 1980s. While for many years
now, WCIP has made positive economic contributions to both the local community and region,
the general lack of quality available sites in the area is seen as a major impediment for
attracting more companies to the area to foster future economic growth. The analysis detailed in
this report examines the economic impact of the nine businesses located in WCIP on the local
Watauga County economy as a means to assess the current impact of the existing Industrial
Park.

The nine WCIP companies as of 2013 are:

1. Carroll Companies (Warehousing) has been in business over three decades. The
corporate office is located in Boone, NC. Their industry consists of textiles and leather

goods.

2. Charleston Forge (Manufacturing) is a family owned American maker of fine furniture
using time-honored skills with a sense of handiwork and attention to detail that no

machine could match.



Cheap Joe’s Art Stuff (Wholesale) established in 1985, provides an array of art supplies.
Its facility covers an area of more than 20,000 square feet and features a workshop and

outlet store.

Goodnight Brothers (Food processing and shipping) has been in operation since 1948,
and produces traditional country ham in Boone, NC. The firm provides a variety of hams.
Some of its distributors include Dan’l Boone Brand Ham, Blue Ridge Country Ham,

BoJangles Country Ham and Hardee’s Country Ham.

Highland International (Manufacturing) was founded in 1989, and is privately held. The
business is categorized under the paint, varnish, and supplies merchant wholesalers

industry.

Molecular Toxicology (Medical Manufacturing) has been in operation for more than a
decade and it is also known as Moltox. The business has been providing pharmaceutical
companies, contract research organizations, academic institutions and testing
laboratories throughout the world with quality products for research and testing. Moltox
manufactures products for invitro and genetic toxicology, S9, metabolic activation
products, prepared bacteriological media, reagents and custom prepared media.

Headquartered in Boone, N.C., the company is privately owned.

Mountain Times Publications (Printing) was founded in 1972, and serves a special niche,
covering community news and entertainment events happening in the Watauga County
region. Currently there are nine publications produced under Mountain Times
Publications, such as Ashe Mountain Times, The Avery Journal, The Blowing Rocket,
Watauga Democrat, The Mountain Times, All About Women, Winter Times, Summer

Times and Autumn Times.

US Buildings (Manufacturing) has been a factory-direct provider of the advanced clear
span protective buildings in the United States for more than 25 years. It maintains a
50,000-square-foot facility that features a fully automated, computer-aided
manufacturing line that creates high-quality products. The company employs various

architects and engineers to develop its arch system. U.S. Buildings constructs small
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backyard shops and garages and recreational, agricultural, commercial and housing
structures. Its buildings are improved for ventilation and airflow and insulated in order to
reduce heating costs. The company also provides various arches, service doors, end
walls, ventilators and skylights. U.S. Buildings is stationed in Boone, North Carolina, and

Deerfield Beach, Florida.

9. FedEx (Transportation warehousing) is recognized as the world leader in the express
transportation sector, with the combination of their air ground and IT networks, which
together provide you with the best logistics and distribution solution to enhance
competitiveness in the global economy. One of the important factors contributing to the

success of customers is their innovative warehousing solution.
Data on 2013 employment figures and related salaries were provided by eight of the nine

companies. To include the missing data in the analysis, conservative estimates of employee

counts and average market salary estimates for the relevant economic sector were used.

ll. Methodology

The purpose of the research is to estimate the annual economic impacts arising from the
presence of the Watauga County Industrial Park on the Watauga County economy. To conduct
the analysis, we construct a 20-sector regional input-output model that investigates the effects
of the direct impacts of the Industrial Park. The 20-sector model was constructed to present
results at a two-digit North American Industry Classification System (NAICS) level of
aggregation. NAICS is the standard used by Federal statistical agencies in classifying business

establishments when analyzing statistical economic data.

Each year, WCIP provides injections of money into the economy in the form of labor income to
the employees and owners of the nine companies. Further, the local economy benefits from
injections of funds for capital expenditures in the form of building and infrastructure construction,
and furniture and equipment, although from a modeling perspective, these are one-time

foregone expenditure flows and so, not included in the analysis.

The details of the construction of the input-output model are presented in Appendix I. The

essential element of the input-output model is that it captures all of the economic linkages in the



regional economy and by so doing is able to compute the final effects of an injection of a dollar
to the regional economy. The process works by means of a “multiplier” which aggregates the

effects of the dollar circulating through the various sectors that comprise the regional economy.

The economic effects of these injections of money consist of the direct impacts of the local
spending and the subsequent indirect impacts as these dollars circulate through local
businesses and are, in turn, spent locally again. The initial injections of money and subsequent
spending would not occur in the region in the absence of WCIP. The total impact is the net
effect of spending, considering that some leakage of spending will occur to domestic and
international trade. These funds do not remain in the local economy and do not contribute to

indirect or induced spending.

Figure 1. The Multiplier Process

Initial Watauga County Industrial Park
Injection
of Money
First Regional Direct Regional Non-regional Non-regional
Round of Interindustry Household Government Government Leakages
Spending Purchases Income Revenue Revenue
Regional Household
Household Purchases of
Purchases Foreign Goods
__» ALL BUSINESSES
Successive
Rounds of Regional Secondary Regional Non- regional Non- regional
Spending Interindustry Household Government Government Leakages

Purchases Income Revenue Revenue

Regional Household
Household Purchases of
Purchases Goods

The multiplier process is a key component of the input-output model and provides conceptual

insights into the relationship between direct and indirect effects. Figure 1 is a graphical
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representation of the multiplier process that results from the operation of the nine WCIP
companies in the regional economy. These expenditures are disbursed in five different ways.
The three local (regional-level) recipients of the disbursement will continue to spend this money
in the same five ways over successive rounds of spending. Money that flows to non-local
governments and other non-local leakages (intermediate purchases from non-regional
suppliers, and non-regional employees) have no further impact in the regional economy. The
initial expenditures associated with WCIP system have a ripple effect through the economy as

successive rounds of spending magnify its impact. This is the principle of the multiplier.

The multiplier analysis used in this study captures the full effects (direct, indirect and induced) of

the DCR on the economy. These effects are described below.

Direct Effects.

Direct economic impacts consist of the jobs and payroll created by the nine companies that
make up WCIP.

Indirect Effects.

Indirect impacts consist of the additional jobs and payroll created when WCIP companies
purchase goods and services from the many diverse businesses that support it. These
businesses include equipment suppliers, construction services, transportation services,
management services, food services, and many other types of support businesses. The indirect
impacts include both the payroll of the support businesses themselves, and the additional
payroll created when employees of the support businesses spend their wages throughout the

local economy.

Induced Effects.

Induced effects consist of the additional payroll created throughout the economy when the
employees of WCIP companies spend their personal incomes on consumer goods, other
property, services and taxes. As a result, more economic sectors benefit from the presence of
W(CIP than the direct sectors. Via induced effects, for example, as employees spend their
earned income on local groceries or property, the retail sales and real estate sectors also derive
a benefit that otherwise wouldn’t exist absent the companies at WCIP. These effects are

captured as induced effects and are components of the final total economic impacts.
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lIl. Direct Impacts and Adjustments

Employee data were provided for eight of the nine companies that make up WCIP.
Commensurate salary data were provided for seven of the nine companies. For the single
company that did not provide data, a conservative estimate of the number of employees was
used, together with the commensurate industry average salary for that particular economic
sector. Data on employee residency were also provided. In total, WCIP employs 426 workers.
As the model estimates impacts for Watauga County alone, all employees that reside outside of
the county, and therefore take their income outside of the region of interest, were removed from
the analysis. There are 169 workers that reside outside of Watauga County. Further, salaries
are adjusted downward by subtracting the taxes paid to the federal government and the
contributions to retirement incomes. The former are direct leakages out of the region.! The

latter are deferred income that will be spent at some point in the future.

The total direct injections for FY 2013 to the Watauga County economy arising from the nine
institutions of WCIP are 257 full-time equivalent jobs or approximately $9 million in labor
income before adjustments for federal taxes and pension contributions. These direct impacts
are entered into the input-output model as a vector of changes to Watauga County aggregate

demand.

V. Total Economic Impacts

Metrics

Economic impacts can be measured in different ways. Considering that the presence of WCBP
creates jobs, a job count is an appropriate way to measure impact. It is also an intuitive concept
and provides a broad measure of economic opportunities created for workers. However, it is
worth noting that not all jobs are equal. Differences in industry structure between regions and
differences in pay for similar jobs due to other factors (e.g., quality of life) may mean that jobs in
one region are different from jobs in another region. Also, the number of jobs alone does not

indicate whether the quality of employment opportunities has changed. Relying on job numbers

! Although some of these tax payments will undoubtedly be returned to the regional economy in the form
of federal expenditures. We opted for a conservative measure and treated these taxes as a leakage.
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alone would overlook the implications of creating low paying jobs at the expense of relatively

higher paid employment.

WCIP’s presence also creates labor income. Changes in labor income include changes in
employee compensation and proprietor income resulting from changes in final demand.
Employee compensation constitutes wage and salary payments as well as benefits including
health and life insurance, retirement payments, and any other noncash compensation.
Essentially, it includes all income paid to workers by employers. Proprietary income consists of
payments received by self-employed individuals as income, e.g., includes income received by
private business owners, doctors, lawyers, and so forth. Any income a person receives for
payment of self-employed work is counted. Personal income, however, excludes net business

income (profit) and therefore is an underestimate of the true income impact to the region.

Perhaps the most widely accepted measure of economic impact is the change in total industry
output. The change in output attributable to WCIP represents the change in the annual value of
production, by industry. Essentially, the change in output can be thought of as the increase in
the value of sales plus or minus inventory. In addition, we also report federal tax revenues
attributable to WCIP activities.

The Watauga County Industrial Park’s Annual Economic Impact
The aggregate economic impacts attributable to WCIP, broken out by direct, secondary, and
total effects are shown in Figure 2.

The total—direct plus indirect and induced—impacts are estimated to be $51.3 million.



Figure 2. WCIP’s Annual Economic Impact on Watauga County

Total Economic Impact (in SMillions)

$60.00

$50.00

$40.00

$30.00

$20.00

$10.00

$0.00 T T )
Direct Secondary Total

Table 1. Total Impacts, by Employment and Labor Income

Direct 257 $9.0
Secondary 130 $4.6
Total 387 $13.6

Table 1 demonstrates that WCIP directly and indirectly creates a total of 387 fulltime
equivalent positions. Further, WCIP’s activity adds an additional $13.6 million in labor
income (wages and salaries) to the Watauga County economy, which translates into an
average net earnings per new position of approximately $35,000. The additional economic

activity associated with WCIP also yields $3 million in additional federal tax revenue.
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V. Concluding Remarks and Discussion

WCIP consists of a nine separate companies located in Watauga County. After correcting for
leakages from the region, a conservative estimate is that the direct economic impacts (salaries)
stemming in aggregate from WCIP were $9 million in 2013. When these expenditures circulate
through the local economy the multiplier effects add indirect economic impacts for a total impact
to the regional output of $51.3 million for the Watauga County. This equates to a total of 387

jobs in the county and $13.6 million in labor income.

These figures represent a well-grounded estimate. The data were gathered from eight of the
nine companies (with conservative estimates provided for the other one entity) to provide highly
specific direct effects for the modeling process. Our objective is to present a measure that
avoids the common mistakes found in many economic impact analyses, such as double
counting direct impacts and jobs, and understating expenditures that immediately leave the
region. Thus, we have made appropriate adjustments to the gross salaries paid to WCIP
employees to subtract federal and state income tax. We employ Type Il multipliers, which
require only the assumption that subsequent round spending patterns match the patterns of the

direct expenditures arising from wages and salaries paid by WCI.

It is also worth reiterating that the measured impacts are attributable solely to Watauga County.
If the geographical scope of the analysis were expanded, to say, Watauga and all adjacent
counties then the direct impacts would be greater (as more workers would live in the larger
region of interest). Also, the secondary effects would be greater, again as a result of greater
direct effects, but also as there would be fewer leakages from the region, and so, the multiplier

effect would be augmented.
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Appendix I: The Input-Output Model Methodology

The state economic model is based on the database generated by the Minnesota IMPLAN
Group (MIG). IMPLAN is an input-output database that uses financial flow data generated from
businesses’ accounting data, and spending patterns for households of particular income levels,
to describe the economic linkages that exist within an economy. These models begin with U.S.
government-generated county level data on business purchases and receipts in order to model
the inputs that are used from across the many sectors of the economy in the production of
particular goods and services. These data incorporate adjustments using regional purchase
coefficients accounting for leakages from the local economy. The IMPLAN database is available

at the county and state level.

The IMPLAN databases report industry level transactions for 440 sectors comprising the
structure of the state economy. As such, the level of geographic and commodity detail in
IMPLAN can vary from production of printing ink, to storage batteries, to banking services in a
geographic area as small as the county or as large as the national economy. It is typically
useful to aggregate these data into a smaller number of sectors. Any aggregation scheme will,
of course, sacrifice some of the information that would be available in the detailed data.
However, the tradeoff is that the results of the impact analysis are much more accessible and
can be evaluated more readily. The aggregation design used for this study is reported in Table
1. The input-output model used for the impact analysis is made up of 20 economic sectors that
describe the entire economy of the county. These 20 sectors were derived from the original 528

using the IMPLAN aggregation utility.

The IMPLAN database covers the most recent year of data available - 2011.
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TOP 10 FACTORS DRIVING LOCATION DECISIONS

Source: Area Development Magazine — 28" annual Survey of Corporate Executives, 1* Quarter, 2014

Skilled, Educated Work Force

Highway Access

Labor Costs re: union presence, local wage rates
Cost of New vs. Existing buildings

Good ICT/Broadband availability

Good Available Buildings

Corporate Tax Rates

Tax Exemptions/Incentives

Low Union Profile

Energy Availability and Costs

LN EWNRE

[EEN
©

Notes:

1. Quality of life factors are considered separately; Low crime rate is highest ranked factor — if ranked along with
the top 10, would replace low energy costs as # 10. Generally quality of life factors are “tie-breakers” between
communities.

2. According to information provided by Advantage West Economic Development Group, 65% of new projects in
Western NC (2012) were manufacturing, followed by data centers and distribution. 63% of companies preferred to
relocate to an existing building, which is downward trend. To compete for projects, a community must have either
affordable available land or usable buildings.

HOW DOES WATAUGA COUNTY MEASURE UP WHEN THE ABOVE FACTORS ARE APPLIED?
Watauga County certainly does not lack for “quality of life” attributes. Geographic location,
beautiful scenery, clean air and water, four seasons of outdoor recreation opportunities, cool
summer temperatures, and fall colors all make the County a desirable place to live and work.
The presence of Appalachian State University is an exceptionally attractive quality. Also
attractive is the prospering Appalachian Regional Health Care System, Samaritan’s Purse, and
the award-winning public school system. Finally, the County has a much lower crime rate than
does North Carolina as a whole, which as mentioned is the highest ranked quality of life issue
among corporate executives.

THE POSITIVES:

1. Skilled Educated Workforce

Highly educated work force, active community college continuing education & skills training
3. Labor Costs

Low local wage rates, relative lack of unions — NC is “Right-to-Work” state

5. Good ICT/Broadband Availability

Availability throughout Watauga County

7. Corporate Tax Rates

North Carolina is phasing reduction of the corporate tax rate over a five-year period, and
provides several attractive tax exemptions and incentives.

9. Low Union Profile

Low labor union profile (little if any visible activity)




10. Energy Availability and Costs
Energy availability and costs are not seemingly negatives however availability of natural gas
could be a problem depending on location within the county.

THE NEGATIVES:

2. Highway Access

Interstate highways are at least an hour away, which is a negative, but US Highway 421 South
(and US Highway 321 South in the near future) provides four-lane access to the interstates.

4. Cost of New vs. Existing Buildings

N/A

6. Good Available Buildings

The County’s most glaring shortcoming is the lack of “product”, i.e. available buildings or land.
While there are several small, commercial buildings available, they are not of the size, location,
or design attractive for recruiting business such as manufacturing or research and
development. Similarly, while an abundance of land is available, it is expensive and not located
in a protected park setting, which is generally required by businesses considering relocation.
8. Tax Exemptions/Incentives

The County is limited as to tax incentives that can be offered, and does not have a formal
incentive program applicable to business recruitment.
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