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Summary

This article makes the case for increased attention to economic develop-

ment issues in rural North Carolina. The authors note that rural North Carolina

has benefitted less than more urbanized regions of the state from the prosperity

produced during the decade of the 1990s. Indeed, the rural-urban prosperity gap

persists, with rural areas registering higher poverty and unemployment rates and

lower per capita incomes than their urban counterparts. The authors argue that

the reasons for this may be structural in nature. Rural areas are more dependent

on manufacturing and agriculture-two sectors that have not kept pace in terms

of creating new jobs. And rural areas do not have the population density to support

significant job growth in the service sector. Add to this the facts that rural areas

have greater infrastructure needs such as water and sewer and highways, less

ability to pay for infrastructure upgrades, and a less educated work force, and you

have a recipe for long-term rural decline.

Resort destinations in the mountains and along the coast continue to grow

and prosper, and one researcher has found a bright spot in high-growth entrepre-

neurial firms located across rural North Carolina. There also are regions with

strong manufacturing networks that have increased productivity and continue to

provide a steady source of jobs. And in general, North Carolina's rural counties

have outpaced similar rural counties nationwide. Yet the problem  is national in

scope, and the success stories have not erased the disparities between urban and

rural North Carolina. The manifestations of these disparities-higher levels of

unemployment; lower relative wages; an increased incidence of poverty; a higher

proportion of substandard housing; lower levels of educational attainment place

a substantial drag on the current and future economic performance of rural North

Carolina and, in turn, on that of the entire state. Yet there may be a limit to what

government can do when market forces favor urban areas.

S ome places in rural North Carolina worry

about losing industry to productivity im-
provements and changes in the national
and even international economy. Some

places never had any industry to lose. Hyde
County is one of those latter places. A coastal
county with the second lowest population density
in the state and only 5,109 residents, Hyde's one
literal island of prosperity, Ocracoke, even threat-
ened to secede. That's why when Hyde County
officials got wind of a state economic development

Bud Skinner is director of policy research and demonstra-
tion at the N.C. Rural Economic Development Center. Mike
McLaughlin is editor of  North Carolina Insight.

program that would assure them of more than 225
jobs, most of them paying more than $20,000 an-
nually, they jumped.

"We're looking for businesses and projects
that will help us keep our young people here,"
says Troy Lane Mayo, chair of the Hyde County
Board of Commissioners. "We don't have any-
thing for them."

Never mind that the economic development
coup was a state prison that-when fully occupied
in fall of 1997-would have an inmate population
a tenth that of the entire county. With little means
of earning a living except fishing, farming, and
government work, Hyde County was starving for
jobs.
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"We're looking for businesses

and projects that will help us

keep our young people here. We

don't have anything for them."

TROY LANE MAYO,

CHAIR OF THE HYDE COUNTY

BOARD OF COMMISSIONERS

"We started this thing approximately six years
ago," says Mayo. "The reason we went after it was
because of our high unemployment rate and the fact
that we didn't have any industry in the area. The
reason we felt it would be worthwhile was the eco-
nomic benefit from the jobs at the prison and the
fact that it would be a start for Hyde County."

With nearly a quarter of the population in pov-
erty, an unemployment rate averaging 8.1 percent,
and a dwindling population,' Hyde County repre-
sents an extreme example of rural distress. Yet
other, hardier rural counties also have pursued the
prison strategy. Take Pasquotank County in the
northeast. The county has a diversified economy
that features a regional business center in Elizabeth
City, a blimp manufacturer, and a Coast Guard
presence that guarantees a large, steady payroll.
And now it has a new state prison, courtesy of the
same program from which Hyde County benefitted.

The popularity of the program-begun during
the Republican administration of Gov. Jim Martin
and continued during the current Democratic ad-
ministration of Gov. Jim Hunt-indicates the ex-
tremes to which rural counties will go to try and
secure their futures. While many rural counties
prosper-those with geographic features like
beaches or mountains, those located adjacent to
thriving urban areas, and those that have modern-
ized and broadened their manufacturing base-
some of the more isolated rural counties are among
the state's poorest. Rural areas dependent on la-
bor intensive industries like textiles and apparel
have been hurt by technological advances and

cheap off-shore labor. Advances in technology
and production techniques have reduced the de-
mand for farm labor, and tobacco-still the eco-
nomic lifeblood of many eastern North Carolina
counties-is under siege due to declining domes-
tic consumption, anti-tobacco lawsuits, changing
federal regulatory policy, and foreign competition.

As a result of these many changes, North Caro-

lina is faced with serious issues regarding the fu-
ture of its many rural communities and their resi-
dents. Indeed, the state's 65 nonmetropolitan coun-
ties trail their 35 urban counterparts on a broad
range of indicators (See Table 1, p. 107.)2 The dif-
ference between urban and rural North Carolina can
be measured most dramatically in terms of cold,
hard cash. In 1990, the per capita income in North
Carolina's rural counties averaged $14,060, com-
pared to $17,407 for the state's urban counties-a
gap of $3,347. By 1994, the gap was $3,799, with
urban workers earning $20,830 per capita com-
pared to $17,031 for the state's rural residents.

Even after accounting for inflation, the income
gap held steady over the four-year period.' Both
metro and nonmetro counties showed income
growth for the period, though there is evidence that
urban counties outpaced their rural counterparts.
From 1990 through 1996, urban counties added
nearly twice as many jobs on a per capita basis.
Population gains were substantially higher in ur-
ban areas, and unemployment was much lower.

Rick Carlisle, former economic advisor to
Governor Jim Hunt and now a deputy secretary in
the N.C. Department of Commerce, says the dis-
crepancies are caused more by explosive growth in
the Charlotte and Triangle areas than by faltering
rural economies. "Indeed, if Charlotte and the Tri-
angle slowed growth to about the national average,
except for a number of very distressed counties,
much of the growth in the gap would, I think, dis-
appear," says Carlisle. "Clearly, there are rural
counties in decline, and that number may grow.
There are others doing much better and others
growing at about the rate they were-but they have
been eclipsed by explosive metro growth in our two
major engines."

Indeed, North Carolina's nonmetro counties
slightly outperformed their peer rural counties na-
tionwide over the four-year period, earning slightly

"Clearly ,  there are rural counties

in decline ,  and that number may

well grow .  There are others doing

much better  ...  but they have

been eclipsed by explosive metro

growth in our two major engines."

RICK CARLISLE, DEPUTY SECRETARY,

N.C. DEPARTMENT OF COMMERCE
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less than the national average for nonmetro coun-
ties in 1990, but slightly more in 1994.4 North
Carolina's rural workers earned 79 percent of the
national average of $22,044 per capita in 1994, up
from 73.4 percent in 1990. Rural workers nation-
wide earned only 77 percent of the average in 1994,
up slightly from 76 percent in 1990. North
Carolina's urban workers also gained ground, earn-

ing 90.9 percent of the nation's average per capita
income in 1990 and 94.5 percent of the average in
1994.

Although many rural counties are doing quite
well, Carlisle says it will take a tailored approach
to solve economic problems in the more distressed,
struggling rural counties. And he warns that the
solutions won't be easy for these counties. "This

What Is Urban and What Is Rural?

Deciding what is urban and what is rural inNorth Carolina is not as easy as it might
seem. The federal government can't even agree
with itself on the issue. Two federal agencies-
the Bureau of the Census and the Office of Man-
agement and Budget-use two different defini-
tions of the urban-rural split. The N.C. Rural
Economic Development Center uses yet a third
definition. None talk about kudzu per acre or
gallons of sweet tea guzzled per pound of bar-
becue served or any other common-sense indi-
cator of the rural good life. Instead, the defini-
tions focus on such non-subjective if somewhat
dull details as population density and commut-
ing patterns. Confused? Here's a quick guide
to the three definitions used by the three differ-
ent agencies to determine if a given Tar Heel is
a city slicker or a rural resident:

(1) U.S. Bureau of the Census -The U.S.
Census Bureau basically defines urban residents
as those who live in cities and towns with at least
a population of 2,500 or in suburbs outside the
municipal boundaries but considered urban be-
cause of population density. This definition
breaks each county into urban and rural sections.
Even in Mecklenburg County, with more than
500,000 residents, the Census considers about a
tenth of those citizens to be rural. And all 4,392
of the Pitt County tobacco town of Farmville's
residents are considered to be urban. The Cen-
sus Bureau tallies the U.S. population each de-
cade. At last count-in 1990-the Census Bu-
reau found a slight majority (50.3%) of the
state's population to live in urban areas.

(2) The U.S.  Office of Management and
Budget -The U.S. Office of Management and
Budget takes a different approach. It looks at
commuting patterns, total population, and other
indicators to see if a county is part of a metro-

politan area. Some counties, such as Onslow,
are their own metro area. Others encompass a
region, such as the 11-county Piedmont Triad,
which surrounds the counties of Greensboro,
High Point, and Winston-Salem. By this defini-
tion, roughly two-thirds of the state's population
(67 percent) now live in urban areas.

(3) The N.C.  Rural Economic Develop-
ment  Center-The N.C. Rural Economic De-
velopment Center has settled on the broadest
definition of the three. It counts as rural any
North Carolina county with a population den-
sity per square mile of less than 200 persons.
The list includes 85 counties as rural, so it's sim-
pler to name the 15 counties that are not consid-
ered rural. By order of population density, North
Carolina's urban counties are: Mecklenburg,
969.05 residents per square mile; New Hanover,
651.80; Forsyth, 644.58; Durham, 610.72;
Guilford, 533.86; Wake, 498.97; Gaston,
490.06; Cumberland, 417.97; Catawba, 299.28;
Cabarrus, 271.74; Buncombe, 265.15; Ala-
mance, 249.83; Orange, 234.47; Davidson,
231.04; and Rowan, 213.10. By the rural
center's definition, North Carolina is still pre-
dominantly rural, though barely, at 52 percent.

What difference does any of this make? Be-
longing to a metropolitan area may hold some
small promotional advantage in recruiting indus-
try or attracting retail chains. And whether an
area is urban or rural may play a role in whether
that area is eligible to receive certain govern-
ment funding or grants such as those adminis-
tered by the rural center. Yet it's hard to think
of Farmville as a major metropolis. In the end,
rural may be more a state of mind, and that's
something hard to quantify, even for the Bureau
of the Census.

-Mike McLaughlin
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can't be answered by treating rural North Carolina
as a monolith," says Carlisle. "Some areas will
prosper under different development scenarios;
some will struggle because workable scenarios are
hard to find."

It could be argued that North Carolina is mov-
ing toward a state of two economies-one repre-
sented by the gleaming office towers and produc-
tion facilities of urban areas like Charlotte, the
Piedmont Triad, the Triangle, and their adjacent
counties, the other represented by struggling rural
counties scrambling to land relatively higher-pay-
ing prison jobs.5 How did this state of two econo-

I

WORM

mies come to be? Part of the answer lies in North
Carolina's unique history of geographically dis-
persed economic development.

Looking Back

The transition from a predominantly agriculturaleconomy has its roots in the late 19th Century,
when textile mills and furniture factories began to
spring up, primarily across the Piedmont. The dis-
persed nature of this development resulted in a pat-
tern of settlement unrivaled in the Southeast, where
farms and factories coexisted in an arrangement of

Inside

MINNOWS

small industrial towns and farm
communities.

The state had a growth spurt
after World War II, resulting in
rapid expansion of industrial ac-
tivity and a further diversifica-
tion of the industrial base.
Transportation and trade centers
developed across the Piedmont,
but the population continued to
settle in patterns that lacked the
urban concentrations of other
developing states such as
Georgia's Atlanta, or Florida's
Miami, or Texas' Houston and
Dallas. Driven by an influx of
new manufacturing establish-
ments and the rapid expansion
of traditional firms, industry
spread across North Carolina in
patterns influenced by the pool
of workers made available by
the steady decline of farm jobs.
The mechanical and chemical
revolution in agriculture led to
significant productivity gains
and substantially reduced the
demand for farm workers, thus
providing a ready work force for
the factories.

While not as robust as urban
areas, rural areas generally held
their own in the development of
job opportunities throughout the
'60s and '70s.6 Manufacturers
seeking lower land costs and
cheaper low-skill labor increas-
ingly migrated to rural areas,
taking advantage of labor freed

by consolidation and mechaniza-
tion in agriculture. The result
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was a disproportionate share of low-wage, labor-
intensive industry. This rural specialization in pro-
duction activities left many rural areas particularly
vulnerable to the structural changes destined to oc-
cur in the '80s and '90s, severely limiting future
employment opportunities.'

The Sources of Concern

The economic and social changes affectingrural communities, and the implicit deficien-
cies of prevailing development strategies, have
been recognized and well documented in various
forms and for different purposes by distinguished
research organizations throughout the state and the
Southeast. The North Carolina Center for Public
Policy Research took a look at growth and devel-
opment policies specific to North Carolina in two
reports published in 1979,  Making North Carolina
Prosper -A Critique of Balanced Growth and Re-

It could be argued that

North Carolina is moving

toward a state of two

economies - one represented

by the gleaming office towers

and production facilities of

urban areas like Charlotte, the

Piedmont Triad ,  the Triangle,

and their adjacent counties,

the other represented by

struggling rural counties

scrambling to land relatively

higher -paying prison jobs.

gional Planning,  and  Which Way Now? Economic
Development and Industrialization in N.C.  Both
reports noted the difficulty in directing growth-
and particularly the high-wage, high-tech firms the
state was just beginning to target-to rural areas
of what was then a predominantly rural state.

A 1986 report by the Southern Growth Policy
Board's Commission on the Future of the South,
Halfway Home and a Long Way to Go,  put the mat-
ter of rural growth succinctly. "The sunshine on
the Sunbelt has proved to be a narrow beam of light,

brightening futures along the Atlantic Seaboard,
and in large cities, but skipping over many small
towns and rural areas," wrote the report's authors.
"The decade's new jobs at higher pay have been
largely claimed by educated, urban, middle-class
Southerners."8

A decade later, policy analysts are still la-
menting that the future looks less bright for the ru-
ral South than for its urban centers. "As textiles
and apparel firms lose jobs to new technologies
and foreign competition, the rural South and Ap-
palachia will be most affected," observes the non-
profit economic policy and work force develop-
ment organization MDC Inc. in its 1996 report,
The State of the South.9  "Rural tax bases will suf-
fer. The funds needed to support the social infra-
structure-the churches, rescue squads, commu-
nity halls so important to rural counties-will
shrink.... [I]t's clear that the region's extraordi-
nary development will continue to elude much of
the rural South."

As it seeks to climb out of this hole dug by
over reliance on agriculture and manufacturing that
requires low-skill labor, rural North Carolina faces
a double dilemma. Its workforce is less educated
and lacks the necessary job skills to support a
higher level of production. The 1990 Census, for
example, found the percentage of college-educated
adults to be nearly twice as high in North Carolina's
35 urban counties (20.4 percent) as in its 65 rural
counties (11.6 percent). (See Table 2, p. 108.)

This issue becomes ever more important as the
state and region move to an economy that requires
ever more educated workers-the so-called knowl-
edge workers. "Southerners have never been bet-
ter educated, in number or degree, than they are to-
day," says the  State of the South  report.1° "But just
as the South has climbed to a higher point on the
education mountain, the mountain has grown. A
knowledge-based economy is in the making, and
the peaks students and schools once considered fi-
nal destinations are now just milestones on a longer
journey."

In short, the South is less educated than the
nation, the rural South is less educated than the ur-
ban South, and the same pattern holds for North
Carolina. The work force research center concludes
that in the future, almost all workers will need an
education beyond the high school level. The task
of raising the level of work force preparedness will
be most challenging for rural areas, since they have
the longest way to go.

There also are these additional pressures that
have an impact on the present and future develop-
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ment of rural areas:
  The state's population is aging.  An aging

population requires greater emphasis on pro-
grams for retraining, health care, housing,
transportation, and recreation-services that
tend to cost more per capita where settlement
patterns are more dispersed." While an influx
of affluent retirees is pushing up the average
age in some rural areas, others are aging be-
cause their young people are leaving, and the
support system necessary to sustain these ag-
ing communities is not in place.

  There is a visible national shift to service in-
dustries as the major source of employment.
This poses some serious challenges to rural ar-
eas that have relied on manufacturing for em-
ployment and earnings growth. Most rural ar-
eas-by definition-don't have the population
density to support a service-based economy.

  International competition is placing pressures
on both farm and factory.  As manufacturing
industries use new technologies to enhance
productivity in response to the challenges of
increasingly competitive global markets, em-
ployment opportunities at individual firms

continue to contract, and those jobs that are
created will require higher levels of education
and training.

  The agricultural work force continues to
shrink.  Agriculture is being influenced by a
biotechnology revolution, as well as competi-
tive pressures that likely will continue the 40-
year trend of farm consolidation and farms
having a lower share of total employment.
With fewer off-farm opportunities in manu-
facturing or services, there is a looming threat
of declining living standards for rural farm
families.

  Rural areas are gaining more responsibility
while their resources dwindle.  Reductions in
funding for rural programs at the federal level
have shifted greater responsibilities to the state
and local levels, but rural areas have less abil-
ity to pay because their tax bases are so lim-
ited. As a result, these areas are less inclined
to invest in infrastructure like water and sewer
or human resource needs such as public edu-
cation and job training. Thus, rural North
Carolina may be undermining its ability to
compete by underinvesting in its future.

Commercial fishing vessels unload in Swan Quarter Landing in Hyde County.

i
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Table 1. Selected Social and Economic Indicators ,  1990-96
Comparison of Metro and Nonmetro Counties

Metro Counties Nonmetro Counties

Population

1990 4,379,639 2,252,809

1996 4,904,245 2,418,072

Change 1990-96 +524,606 +165,263

Percent Change  1990-96 +12.0 percent +7.3 percent

Employment

1990 2,269,610 1,054,390

1996 2,516,440 1,114,860

Change 1990-96 +246,830 +60,470

Percent Change 1990-96 10.9 percent 5.7 percent

Per Capita Income (PCI)

1990 $17,407 $14,060

1994* $20,830 $17,031

PCI Gap (metro PCI 1990: $ 3,347/person

minus nonmetro PCI) 1994:* $ 3,799/person

Rate of Unemployment, 1996 3.6 percent 6.1 percent

* Latest figures available.

Source:  Statistics for North Carolina's 35 metro and 65 nonmetro counties were figured by the
N.C. Rural Economic Development Center using county-level data supplied by the Labor
Market Information Section, Employment Security Commission of North Carolina.

Evidence of a Lagging Rural Economy

The evidence for a lagging rural economy in
North Carolina has been most noticeable in

relative growth statistics since the late 1970s.
While only three of the state's rural counties lost
population in the 1970s, 19 North Carolina coun-
ties-all of them rural-lost population in the
1980s. The State Data Center in the Office of
State Planning projects that five of these coun-
ties-Alleghany, Hertford, Hyde, Tyrrell, and

Washington-will lose population during the '90s.
Though the tide of population loss appears to

have been stemmed, rural areas have shared less of
the benefit of the current protracted period of na-
tional economic expansion that began in 1991. (See
Table 1.) As a result, the economic disparities be-
tween urban and rural North Carolina persist. The
manifestations of these disparities-higher levels
of unemployment or fewer job opportunities; lower
relative wages; a greater incidence of poverty; a
higher proportion of substandard housing; lower
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Table 2. Selected Social Indictors from the 1990 U.S. Census
Comparisons of Metro and Nonmetro Counties

Metro Counties Nonmetro Counties

Education  Attainment
(Adult Population)
Less than nine years of school 10.6 percent 16.6 percent

High school graduates 73.5 percent 63.1 percent

College graduates 20.4 percent 11.6 percent

Persons in Poverty 11.1 percent 16.5 percent

Substandard Housing Units 3.0 percent 4.4 percent

Source:  Statistics for North Carolina's 35 metro and 65 nonmetro counties were
figured by the N.C. Rural Economic Development Center using 1990 U.S. Census
data provided by the Labor Market Information Section, Employment Security
Commission of North Carolina.

levels of educational attainment-place a substan-
tial drag on the current and future economic per-
formance of rural North Carolina and, in turn, that
of the entire state.

Of course, many if not most rural counties do
not fit the profile of an economy in decline. Indeed,
some coastal and mountain counties are booming
as resort and retirement destinations.12 Counties
adjacent to urban areas and those with substantial
government facilities also seem to be faring well, as
are those that have broadened and strengthened

their manufacturing base to fend off global compe-
tition. And generally, North Carolina's rural coun-
ties have seen stronger growth than rural counties
with similarly structured economies across the na-
tion and the Southeast.13 Rural counties most likely
to be suffering are those both isolated from urban
population centers and dependent on traditional in-
dustries such as textile and apparel manufacturing
and agriculture.

For counties with inadequate infrastructure, re-
cruiting more industry to replace lost jobs may not
be a realistic near-term alternative. "It's not a ques-
tion of inclusion. It's a question of exclusion," says
Paul Lawler, executive director of the N.C. Eco-
nomic Developers Association. Potential recruits
are likely to be looking for such amenities as a siz-

able parcel of land with a shell building, natural gas,
water and sewer availability, and rail, says Lawler.
"If you don't have any of those things, you're just
off the list," he says. "A lot of the rural areas just
don't have those critical elements."

So for some rural areas, developing the neces-
sary infrastructure is the chicken that must come
before the egg. For Pasquotank County, the state
helped provide the chicken through its prison ex-
pansion program. Under the program, the Depart-
ment of Correction sites prisons where there is both
a need for a prison unit and where the county is
willing to donate the land. Pasquotank is using its
prison unit to anchor an industrial park. For this
northeastern North Carolina county, the math
worked, even though the county had to deed 93
acres of land to the state at a cost of $185,000.

That's because the prison promised to be a big
enough customer to pay off the $1.3 million bond
issue needed to provide water and sewer to the site
and serve other would-be industrial customers.
"We still have 350 acres that we're developing for
a commerce park, and the prison is a large enough
customer to pay for the infrastructure financing,"
says Pasquotank County Manager Randy Keaton.
Plus, the county gained some 457 jobs at the close
security prison, which ranks the Department of
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Correction among the county's top 10 employers.
The industrial park is located five miles north

of Elizabeth City, the county seat, next to a 20,000
acre tract of farmland known as "the desert." So
far, no industries have joined the prison on the iso-
lated site, but Keaton
seems confident that
they will,  seeing "no
advantage or disadvan-
tage" to the fact that

any industry locating at
the site would have a
prison for a neighbor.

A total of 12 rural
counties  have benefit-
ted from the  state's
policy of locating prisons in distressed rural areas,
pumping nearly $135 million annually into these
local economies.14 Still, the prison strategy repre-
sents only one piece of any economic development
program, and the state's prison building program
appears to be winding down.

Counties that wish to rebuild their economies
must do more. Lawler suggests that these counties
build on their strengths. An eastern North Caro-
lina county, for example, might target a small Long
Island, N.Y., manufacturer wishing to expand or re-
locate with a pitch that plays on proximity to the
coast. "They could enjoy a better lifestyle, a lower
cost of doing business, and a less hectic pace of
life," Lawler says.

Hyde, the coastal county that landed one of the
state's prison units, might pursue exactly such a
strategy-if it had the sewer capacity. "The ab-
sence of industry has to do with the absence of in-
frastructure," says Steve Bryan, executive director
of the Greater Hyde County Chamber of Com-
merce. "There is no central wastewater treatment
in the county. We're all on septic tanks. Without
infrastructure, you can't have anything in here. We
do study after study, and it all comes back to the
same need."

Defining the Rural Economic
Development Agenda

o
N

rth Carolina's rural counties are not a mono-
lithic bunch. Some feature pristine coastlines,

majestic mountains, or emerald green golf courses
that are themselves enough of a draw to anchor the
economy. Others are within an easy commute of
urban hubs like Charlotte, the Piedmont Triad, or
the Triangle. Still others have their own special
strengths. The Catawba Valley region-with its

strong manufacturing base-provides a wealth of
jobs for rural residents in the North Carolina foot-
hills. Burke County-with nearly 50 percent of its
jobs in manufacturing-stands far above the state
average of 25 percent. Neighboring Iredell County,

"Interstate 40 has finally connected

us to the rest of the world."

WOODY BRINSON, DUPLIN COUNTY

ECONOMIC DEVELOPMENT COMMISSION

at 38 percent manufac-
turing, also greatly ex-
ceeds the state average.
And the manufacturing
base in this area is gen-
erally broad enough
and invests enough in
productivity improve-
ments to give the re-
gion some resilience in
the face of recession

and global competition.
Down east, Duplin County has transformed it-

self from a population loser to a high-growth
county in the course of a decade. "Interstate 40 has
finally connected us to the rest of the world," says
Woody Brinson, executive director of the Duplin
County Economic Development Commission. The
home of Murphy Family Farms and Carroll's
Foods, Duplin County caught the wave of growth
in the swine and poultry industry. The county also
benefitted from consolidation in the textile indus-
try, with four companies expanding operations in
Duplin while they contracted and closed plants
elsewhere.

Retail and residential growth also are boom-
ing. The county recently got its first gated com-
munity-a rarity in what is still a largely agricul-
tural community. And it extended water and sewer
service to an Interstate 40 interchange at Warsaw,
creating an oasis of fast food and petroleum prod-
ucts for travelers between Raleigh and Wilmington.
A low-interest loan fund has helped a number of
small business operators get on their feet, lending
$3-4 million at 4.5 percent interest. "All we lack
is a beach," says Brinson.

But if there are rising stars in rural North
Carolina, many rural counties still have deficien-
cies in at least four areas that hamper their eco-
nomic development efforts. Those areas are: (1)
under-investment in education and training to pro-
duce and maintain a bright and prepared work
force; (2) inadequate infrastructure such as water
and sewer capacity to support growth and devel-
opment; (3) over-reliance on small manufacturers
and agriculture, where job growth is less robust
than in other sectors of the economy; and (4) a
dearth of rural entrepreneurs who would create

-continues on page 114
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i

-continued from page 109
new jobs and grow the local economy from within.

Since 1987, the N.C. Rural Economic Devel-
opment Center has worked to help North Carolina's
rural communities realize their economic poten-
tial.15 The center's 1997 Rural Action Plan for
North Carolina focuses on two major initiatives:
enhancement of the competitiveness of small and
medium size rural manufacturing enterprises and
the financing of rural water and sewer infrastruc-
ture. The Rural Center also has long stressed the
importance of work force preparedness and com-
munity investment in education.

Strengthening the Rural  Work Force

Improving the education and training of rural
youth and adults may be the long-term key to

building rural economies. Rural counties like Hyde
hampered with low population density face major
difficulties in meeting the rising costs of education
and the training requirements of the Information
Age. Yet it is essential that they do so because ru-
ral areas are losing intellectual resources as many
of the better educated youth are drawn to urban cen-
ters by more attractive job opportunities and higher
wages.

This kind of brain drain may be mitigated by
strengthening education and training programs. In
rural Sampson County, for example, a 60-member
Local JobReady Partnership Council has been
created to assure that the public school and

. in the new competitive

environment ,  local school

improvements as a

development policy should be

elevated to a stature equal to

that  of the more traditional

development policies of

infrastructure enhancement,

labor training ,  favorable tax

rates ,  and industrial

recruitment."

DAVID BARKLEY AND MARK HENRY,

CLEMSON UNIVERSITY RESEARCHERS
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community college job training curricula match
the needs of county employers. Carolyn Roth,
Sampson County Workforce Preparedness Office
Coordinator, says the council had its genesis in
complaints about the available labor pool. `Busi-
ness people were saying, `We're having difficulty
finding the labor supply we need,"' says Roth.
"Not only did job applicants lack the basic skills
in reading, writing, and arithmetic, but there were
not very good attitudes." The council has since
been involved in a range of activities, including
encouraging apprenticeships, creating workplace
experiences for students, and linking companies in
partnership with county high schools.

The Sampson County effort is part of a larger
recognition by the business community of the in-
terrelationship between education and economic
development. In a study funded by the Southern
Rural Development Center, Clemson University
researchers David Barkley and Mark Henry found
that in South Carolina, local residential and job
growth were influenced by local school quality.
"Findings for rural South Carolina indicate school
quality does matter, especially in geographically
isolated rural tracts.... And in the new competi-
tive environment, local school improvements as a
development policy should be elevated to a stat-
ure equal to that of the more traditional devel-
opment policies of infrastructure enhancement,
labor training, favorable tax rates, and industrial
recruitment."t6

The study suggests an increased emphasis on
school finance equity as an issue in economic de-
velopment. Many North Carolina rural schools are
underfunded compared to their urban counterparts.
A study by the Public School Forum of North Caro-
lina, for example, contrasts the ability of affluent
Wake County and its neighbor to the north, Vance
County." Vance's available tax revenue-at
$1,463 per pupil-is barely a third that of Wake's
$4,471 per pupil. And the poorer county faces
greater demands on its available revenues from
mandated welfare payments (33 percent for Vance
versus 7 percent for Wake). Based on its resources,
Vance makes a greater relative effort to fund its lo-
cal schools, yet the reality is that Wake spends
$55,406 per classroom compared to only $31,304
in Vance.

The state may need to step in to equalize fund-
ing or at least narrow the gap in the interest of both
providing equal educational opportunity for all stu-
dents  and  strengthening the local economy.18 The
state Supreme Court-in response to a law suit filed
by five rural counties-ruled in July 1997 that all



North Carolina students have a constitutional right
to a sound basic education.19 It remains to be seen
what the impact of that ruling will be on school fi-
nance in rural North Carolina.

Beyond the equity question concerning school
finance, John Dornan, President of the Public
School Forum of North Carolina, finds other fac-
tors handicapping rural schools. First is the factor
of rural schools serving as the farm club for urban
schools. Lower salary supplements and limited
continuing education, shopping, and entertainment
options place rural school systems in the position
of training teachers for the big leagues of

Mecklenburg, Wake, and other wealthier counties.
Secondly, technology-particularly long-distance
learning technology-may hold the answer for
some rural schools, but they don't have the tele-
communications infrastructure to pursue these new
technologies. Finally, rural schools often cannot
take advantage of the corporate partnerships that
benefit some urban schools because they don't
have any corporate neighbors with which to form
partnerships.

Enhancing Manufacturing
Competitiveness

Enhancing manufacturing competitiveness isimportant because North Carolina is more
reliant on manufacturing than the rest of the nation,
and rural North Carolina is even more manufactur-
ing-dependent than the state as a whole. In 1995,
25 percent of the state's work force was employed
in manufacturing, the highest proportion in the na-
tion.'(' In rural areas, the percentage was even
higher at 32 percent, with manufacturing's share of
total county employment reaching as high as 50
percent in some counties.

Especially vulnerable are small manufacturers.
Indeed, many small manufacturers-those with
fewer than 100 employees-are operating at a mar-
gin that is dependent upon short-term profits and
as a result are not well positioned to survive an in-
crease in competition. Since these small firms con-
stitute 80 to 85 percent of the total number of manu-
facturers and manufacturing is more prevalent in
rural areas, their survival is essential to the eco-
nomic future of rural North Carolina.

Yet not all is gloom and doom for rural North
Carolina. One researcher who has immersed him-
self in the subject of high-growth firms finds
grounds for hope, even among North Carolina's tra-
ditional industries. Brent Lane, director of the
North Carolina Rural Entrepreneurial Growth

"People assume that there is no

upside to rural development and

that rural development means

managing decline .  They're not

looking for the successful

companies - the success stories."

BRENT LANE,

DIRECTOR OF NORTH CAROLINA

RURAL ENTREPRENEURIAL GROWTH STUDY

Study, has been in the business of identifying rap-
idly expanding entrepreneurial firms and analyzing
what makes them tick. "People assume that there
is no upside to rural development and that rural de-
velopment means managing decline," says Lane.
"They're not looking for the successful compa-
nies-the success stories."

Lane found those success stories in his study of
firms that started small, were relatively young, but
by 1995 had achieved annual revenues in excess of
$2 million. To his surprise, Lane uncovered nearly
3,000 of these firms located across rural North
Carolina-most of them with annual sales of $7 to
$10 million and a work force of more than 50.21

Of that total, 23 percent were manufacturing
firms-primarily in textiles or wood products.
Typically, these firms had developed an innovation
that allowed them to leap ahead of the competition.
Asheboro Elastics Corporation is one such firm on
Lane's list, producing elastic for fitted sheets and
innovative elastic waistbands for boxer shorts and
athletic wear. The 11-year-old manufacturing con-
cern has quickly grown to a $20 million company
with 120 employees in Ramseur and Asheboro.

Company President Keith Crisco attributes the
firm's success to its low overhead and nimble struc-
ture that allows it to respond to changes in the in-
dustry. "We're able to respond quickly to custom-
ers," says Crisco. He also credits research and
development. One innovative product by Asheboro
Elastics is an elastic waistband with a built-in draw-
string. Besides preventing sweatpants from eating
their drawstrings during washing, the waistband
can be installed by apparel manufacturers in one
step instead of two, saving precious manufacturing
time. A better product plus easier manufacturing
generally spells success, in rural North Carolina or
anywhere.
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"With the growing movement of individuals ,  quality of life is more important

than ever before .  People are moving to places where  they  want to live."

SUSAN HARRIS, FORMER EXECUTIVE DIRECTOR OF THE

WATAUGA COUNTY ECONOMIC DEVELOPMENT COMMISSION

Indeed, Lane says his initial findings are that
high-growth firms in rural North Carolina face
fewer barriers to success than the literature might
suggest. Because they do not solely serve their lo-
cal markets, such firms are often overlooked and
underappreciated, Lane says. Recruiting smaller
firms with high growth potential and developing
local entrepreneurs may be one route to economic
development success for rural North Carolina, he
says.

Economic development professionals are al-
ready beginning to catch on. "Some of them make
a very nice living hunting rabbits rather than chas-
ing buffalo," says Lane.

Building Rural Infrastructure

E conomic development cannot occur in rural
areas without the services and facilities re-

quired to support growth. Water supply and sew-
age treatment facilities are key, as are varied
sources of competitively priced energy options such
as natural gas and electricity, a strong highway net-
work, and increasingly, an electronic infrastructure
to support telecommunications. A study by the
Rural Center and the North Carolina Rural Devel-
opment Council projects North Carolina's water
and sewer needs at $11.34 billion-$4.33 billion
of that amount needed for the 85 counties the rural
center defines as rural. Many communities in these
rural counties have credit ratings that are so low
they cannot afford to borrow money to pay for wa-
ter and sewer projects. Nor could they afford to
pay the money back if they could borrow it. As a
result, these communities cannot provide the infra-
structure to recruit business and diversify their lo-
cal economies.

A bill calling for a $1 billion water and sewer
bond referendum before the 1997-1998 General
Assembly" would have taken a significant step to-
ward meeting the water and wastewater needs of
rural North Carolina, says Sen. John Kerr (D-
Wayne), the bill's sponsor. Besides the rural cen-

ter, the bill gained endorsements from the N.C.
League of Municipalities, the N.C. Association of
County Commissioners, North Carolina Citizens
for Business and Industry, and the N.C. League of
Women Voters. Ultimately, the bill stalled in the
final days of the 1997 session when the House at-
tached an unrelated inheritance tax amendment, but
the issue remains alive in the 1998 session, having
passed the Senate.

Kerr believes rural communities face a crisis
that the bill would only partially have addressed.
"It's just not sexy or popular," says Kerr of the pro-
posal to upgrade water and sewer capacity state-
wide. But Kerr believes the water and sewer issue
is crucial not only to economic development but to
the environment. Inadequate wastewater treatment
fouls the state's rivers and streams while over reli-
ance on septic tanks threatens both streams and
groundwater, Kerr says. That, in turn, threatens
drinking water supplies. "It's a cancer we won't
admit to," says Kerr. "Our insides are going down
the tubes. Every town I represent except Goldsboro
and Pink Hill has serious problems."

While water and sewer needs may be the most
pressing because they have an impact on both eco-
nomic development and environmental steward-
ship, many rural areas face other infrastructure im-
pediments. For example, many firms looking to
relocate or expand list natural gas availability as a
requirement. Natural gas is not available in 32 N.C.
counties. Firms also want competitive electric
rates. North Carolina has strong electrical utilities
and has been less aggressive than neighboring
South Carolina and other states in electric utility
deregulation, but broader natural gas availability
would provide another energy option for those

counties without service.
In addition, telecommunications are becoming

increasingly important. For rural areas, this holds
promise because it lessens the attachment of eco-
nomic activity to place. Yet again, rural areas are
lagging behind. "[T]he new infrastructure is tech-
nology and telecommunications," writes J. Mac
Holladay, chief operating officer for the Georgia

116 NORTH CAROLINA INSIGHT



Governor's Development Council.23 "The days of
business decisions being based on only water and
sewer, rail, and four-lane roads are long over.
States need to pay attention to rural areas to make
sure they are included. The only communities able
to compete in the future will have fiber optic cable,
digital switches, and ISDN lines (integrated serv-
ices digital network) lines that allow telephone cus-
tomers to talk, receive, and send data and transmit
video all on one line."

Susan Harris, former executive director of the
Watauga County Economic Development Commis-
sion, says telecommunications may be an equalizer
for some isolated rural areas. Communities need
adequate telecommunications infrastructure that
provides for internet access and high-speed trans-
mission of data. If they have the necessary infra-
structure plus an attractive community, they may
be able to lure high-tech entrepreneurs and tele-
commuters who are looking for desirable places to
raise their families. "Even though telecommuters
may not provide jobs for local people, they bring
to a community their own wealth and in many cases
an interest in becoming involved in civic life," says
Harris.

Pursuing these kinds of newcomers requires
less high-cost infrastructure than that required by

large manufacturers, but it will require investment
in good schools and attractive communities, Harris
says. "With the growing movement of individuals,
quality of life is more important than ever before,"
Harris says. "People are moving to places where
they want to live."

Still, if the rush is on to the information high-
way, old-fashioned blacktops still carry most of the
freight, and what doesn't move overland by truck
moves by rail. Long called "the good roads state,"
North Carolina got better in terms of rural acreage
under asphalt when the state established the $9 bil-
lion Highway Trust Fund during the administration
of former Gov. James G. Martin. The fund more
than doubled spending on North Carolina's intra-
state highway system through a 5 cent increase in
the state's gasoline tax and a 3 percent tax on new
and used vehicle sales. "That was an economic de-
velopment initiative designed to relieve urban con-
gestion and provide opportunity for rural areas,"
says Tommy Harrelson, former Secretary of Trans-
portation under Martin.

The intent was to put four-lane highways
within 10 miles of 90 percent of the state's popula-
tion, and the resulting highway construction will
put a four-lane in or near every rural county.

In addition, the state assured long-term rail avail-

S
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Standing on the front porch ,  of the old frame house in town

-in another day or 2, it all starts coming down-

I wonder what they'll do ,  about the oak tree with the swing

-, never built the tree house,  but l had plans,

for so many things I am trying not to think of, while I can-

waiting for the moving van to come.

-DAVID ACKLES, "1VAITING FOR THE MOVING VAN"

ability with its agreement in the 1997 session of
the General Assembly to make $61 million avail-
able for the buy-out of private shareholders in the
317-mile North Carolina Railroad. This helps as-
sure continued affordable rail service to largely ru-
ral eastern North Carolina, and may lay the ground-
work for upgraded passenger service between

Charlotte and Raleigh 24

Beyond Traditional Development
Schemes

l
Yet a number of rural communities, while ac-

knowledging the importance of increasing
manufacturing competitiveness, building a better
workforce, and strengthening infrastructure, are
finding these traditional solutions aren't enough.
They may represent a hill too steep to climb for rea-
sons of rural isolation or the absence of economic
activity on which to build. There is no sign of a
chicken, an egg, or anything coming first, and as a
result, many of these counties are coming in last in
terms of economic development.

Some are trying to build a new economic leg
to stand on through strategies such as ecological
and heritage tourism. The efforts include: the Part-
nership for the Sounds, which is trying to promote
tourism in the largely bypassed but intensely beau-
tiful sound regions of the northeast; and HandMade
in America, a western North Carolina organization
that has created a craft artisans driving trail featur-
ing stops at craft studios throughout the mountain
region. "We knew that industrial recruitment was
not going to be the economic future of western
North Carolina," says Becky Anderson, executive
director of HandMade in America, which operates
in 21 western counties.

Aside from promoting handmade crafts through
its heritage tourism trail guide, HandMade in

America operates a Main Street community develop-
ment program that is helping small towns refurbish
their business districts. The criteria for participation:
one main street, one stoplight, and no more than
1,500 citizens.

The Historic Albemarle Tour represents an-
other good example of heritage tourism. The north-
eastern North Carolina driving tour features stops
at such sites as Hatteras Island's Chicamacomico
Lifesaving Station (circa 1874), the Newbold-
White House (circa 1730) in Perquimans County,
and the Somerset Place plantation site in Creswell.

Commerce Secretary Norris Tolson would like
to see more development of tourism of this type.
"Secretary Tolson sees tourism as an important eco-
nomic development tool," says Susan Moran,
former public relations manager in the N.C. Divi-
sion of Travel and Tourism. "He has put tourism
places that it has never been before politically."

Toward a More  Regional  Strategy

B eyond attracting more business to individual
towns and counties through policies aimed at

industry and tourists, rural areas must learn more
about teamwork. A cadre of towns and counties
working together can sometimes be more effective
in solving problems than the same number of enti-
ties working separately and often at odds. Region-
alism is the new buzzword in economic develop-
ment, and it's particularly important for
resource-starved rural North Carolina. The 16
counties of the Northeastern North Carolina Re-
gional Economic Development Commission, by
pooling resources, can probably do more to pro-
mote this sparsely populated corner of the state than
can the towns and counties of the region working
alone. What's good for Pasquotank County may
be good for neighboring Perquimans. What's good
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for Beaufort County to the south may help Hyde.
And the lesson applies whether the promotion is
targeted toward industrial prospects or tourists. Six
other regional partnerships match rural counties
with more urban partners, which could pay off in
spinoff growth and development.25

ConclusionIt is difficult to influence economic growth
through government policies. Business deci-

sions about where to build new factories or shop-
ping centers are based on calculations about how
to get the best return on investment-not how to
help distressed rural areas. The momentum of the
market toward urban areas is not easily countered
by public programs operating at the fringes of the
economic decision-making process.

And there are factors beyond the control of
state and local government. The best conceived
local or regional policy can easily be overwhelmed
by fluctuations related to the national business
cycle. Monetary and fiscal policies enacted by the
federal government can easily counter any eco-
nomic policy initiative undertaken by state govern-
ment. Yet clearly state officials in both political
parties envision the state continuing to play a role
in building the rural economy in partnership with
local officials and the private sector. This may be
by improving the public schools, providing techni-
cal support and training through the community
colleges and universities, building highways, pro-
viding low-interest loans for water and sewer
projects, or all of the above.

Meanwhile, at least five key strategies suggest
themselves for leaders of rural counties who hope
to build a stronger tomorrow.

Strategy  Number 1: Develop the local work
force through whatever means are at your disposal.
Whether it means strengthening the local commu-
nity college curriculum, pairing industry with high
schools to develop apprenticeship programs, or ar-
ranging for on-site customized training, industry is
demanding better educated workers. Fundamen-
tally, that means strengthening the public schools,
which will take commitment both from local tax-
payers and the state. But developing an education-
friendly reputation can only pay off when indus-
trial prospects are looking at a given community.

Strategy  Number 2: Build on the resources
that are already at your disposal, including state re-
sources and those in your own community. For
some counties, this will mean working harder to

keep existing industry happy, prosperous, and ex-
panding, rather than chasing the latest industrial
prospect. For others, it means selling the positive
aspects of the community in hopes of gaining an
existing industry to keep happy. Most rural com-
munities, however, have some positive model of
business success they can learn from, whether it be
a local bank that has gained a niche market, a manu-
facturer that has developed a better way to hold up
boxer shorts, or a unique ecological or historical
heritage. Tap the leadership and expertise in your
community and its existing businesses. Success
may just be contagious.

Strategy Number 3: Continue to press for
infrastructure improvements. The legislation call-
ing for a $1 billion bond referendum for water and
sewer improvements statewide may have stalled in
the 1997 session of the General Assembly, but there
is hope of passage in the 1998 short session, par-
ticularly with a strong show of grassroots support.
It won't hurt to remind legislators and the gover-
nor of other rural infrastructure needs, such as
broader natural gas availability and stronger tele-
communications capability.

Strategy Number 4: Don't be afraid to try
something new. For Hyde County, it was a new
state prison and more aggressive pursuit of tourism
and light industry. A new state prison isn't the best
strategy for every North Carolina county, and there
aren't enough prisons to go around anyway. But
the point is, sometimes you have to break the mold
to find success.

Strategy Number 5: Team up for a stronger
tomorrow. Buying in to regionalism requires a bit
of giving up on old-time county-line stubbornness,
but the potential payoff is great for rural areas.
How will unincorporated towns like Topknot in
Edgecombe County or Nebraska in Hyde ever get
on the map unless they become a part of a larger
team? Rural regions must pool their resources to
sell the virtues of their particular corner of the state,
and the benefit will accrue to all. That lesson ap-
plies whether it be to attract industry, promote an
area for tourism, or even solve a practical problem
like how to dispose of solid waste. There is strength
in numbers, and oftentimes rural communities
standing alone don't have enough.

Leadership in rural counties doesn't have to
mean learning how to manage decline. By devel-
oping the local workforce, building on existing re-
sources, pressing for continued infrastructure im-
provements, experimenting with and embracing
change; and joining forces with neighbors to pro-
mote and solve problems, local officials can help
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assure a profitable experience for businesses that do
invest in distressed rural areas. That can only lead
to greater future investment and a better quality of
life for residents of rural North  Carolina. ii
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