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It's something every business owner wishes for: foresight into the economy
for the upcoming year. Industry experts from across the state gathered to
discuss what to expect in the future, most with a positive outlook.

Participants in the round table

Freddy H. Robinson, partner, Bernard Robinson & Co.

Scott Saylor, president, North Carolina Railroad

Thomas A. Stith Ill, director, N.C. District of the U.S. Small Business Administration

Dean McRae C. Banks, dean of the Bryan School of Business and Economics, UNC Greensboro
Adam Currie, regional president, First Bank

Stan Kelly, CEO and president, Piedmont Triad Partnership
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| think we have a very
robust economy right now, but the

economy in North Carolina is very
much like the topography: We have
mountains, the Piedmont, the plains,
and the ocean. The economy is not
robust or vibrant across the state. There
are areas that are doing extremely well,
and there are areas that are not doing
quite so well.

The main theme | hear consistently
across the state is labor. That seems to
be the biggest concern of businesses,
and I'm talking about for-profit busi-
nesses, and in most cases, closely held
family businesses. That's who | work
with, and the big concern with them is
labor. And not just unskilled labor, but
all levels of labor seem to be a problem
across the state.

The round table was hosted by the Bryan School of Business and Economics at
UNC Greensboro and sponsored by the Bryan School of Business and Econom-
ics, Bernard Robinson & Co., North Carolina Railroad and First Bank. The
transcript was edited for brevity and clarity.

We feel very strong about the
economy this year. The Tax Cuts and
Jobs Act of 2017 has provided an
environment for small businesses to
thrive, reducing their tax liability, provid-
ing incentives — such as opportunity
zones to invest in areas that typically
haven't received private investment —
and reducing tax rates for C corporations
10 21% as opposed to 35%.

\When you look at small businesses
in North Carolina, you're talking about
more than 900,000 businesses. Small
businesses employ 44% of our work-
ing population. That's about 1.7 million
people.

We want to have large industries in
our state, but it's the small business
owners that are the backbone of our
economy, and they're thriving now.

The indicator that we look at is our
loan volume. Last year, more than
$600 million worth of loans were
guaranteed by the Small Business
Administration through good partners,
like First Bank.

Although it was a robust amount of
loans, we actually saw a reduction.
From an indicator point of view, that's
positive for SBA because that tells
us the traditional lending community
doesn’t see much need for that guaran-
teed loan through SBA. We see a vibrant
small-business community in North
Carolina that is growing and employing
our citizens, but we also see the tradi-
tional lending community not necessarily
having to turn to SBA for a guarantee.

EEXE) One of the things that | would
hope that we would do is look beyond
2020 and look toward the middle of the
decade and even the latter part of the

decade. We need to position ourselves
as a state to be successful in the long
term.

Many years ago, there were a number
of studies done at Harvard University try-
ing to understand how the best organiza-
tions were able to be successful, and
one of the things that they discovered
was that the best executives could look
10, 20, even 30 years out and identify
the particular moves and actions that
their organization needed to take in order
to be successful.

There's a 10% shortage of workers
in North Carolina in the middle-skills
markets. Yet markets are moving toward
advanced skills. That's very different,
and I'm not sure that we've paid enough
attention to that in North Carolina. We're
going to have to do that.

ADAM CURRIE, FIRST BANK

We have unemployment in the
3.5% to 4% range, which is largely full
employment. \We've really rebounded
from where we were a number of years
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ago. More specifically, in certain
sectors, we're doing quite well.

We've netted 60,000 jobs from 2010
t0 2018. In health care, about 10,000
jobs were added. That's a big part of
our economy. We have 168,000 to
170,000 jobs in the health care sector.
That has a positive trend and outlook.

In trade and transportation, we've
added another 10,000 jobs. ... Manu-
facturing and aerospace added another
10,000 of that 60,000. We aim to be
the center of aerospace in North Caro-
lina over time. We're going to claim
that space, and we've got some things
heading in that direction.

My point is, it's a pretty diverse
economy with jobs in various sectors.

Small businesses need to
ensure that they're protecting their
technology and systems from cyberat-
tacks. Those bad actors know that
there's very valuable information on
those systems, and those are the
businesses that can probably least
afford that protection but really need to,

because it can put them out of business.

20 BUSINESS NORTH

& GREENSEBORD
BEryan School of
Business and Economics

EZXTE) This really goes back to
something that Stan [Kelly] has said

twice now: That he wants the busi-
nesses in this area to hire as many
graduates as we can pump out.

One of the things that we were able
to do a couple years ago was recruit
one of the top active administrators in
the cybersecurity space, Gurpreet Dhil-
lon, to come here [to the Bryan School
of Business and Economics] and head
our information systems and supply
chain management department. We
built a cybersecurity program around
that.

One of the issues is if there are not

enough people educated to provide that

cybersecurity assistance to organiza-
tions, then no matter how much they
want the help, they're not going to be
able to get the help.

That's part of what we're trying to do:

look at what the needs of businesses
are and try to develop the programs in
conjunction with local businesses to
satisfy those particular needs.

If we're not planning deep
infrastructure, it can be costly. Not just
railroads, but everything. If we're not
investing in that for the next million
people who show up here in the next

CAROLINA

five to eight years, we're going to be
way behind.

One example would be in Raleigh.
If the region introduces commuter
rail, we have a single-track railroad.
We can accommodate commuter rail
with the right improvements to the
line, but we have five bridges within a
1-mile section of downtown Raleigh.
All five bridges have to be double- or
triple-tracked in the middle of an ur-
ban area. If we've got good planners
and smart investing, we can outrun
that, but it's going to take some stom-
ach to plan for that kind of structural
improvement.

EEXE) A moment ago | mentioned
middle skills and advanced skills. | think
one of the things that | would like the
legislature to pay attention to is moving
some of the investment into the
advanced skills that are needed.

THOMAS STITH, SMALL
BUSINESS ADMINISTRATION

Middle skills can be addressed pretty
readily by community colleges, and |
think that's really important. They're
going to have a role in advanced skills
as well, but undergraduate and gradu-
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ate education in universities will play a
bigger role. Most states aren’t paying
attention to that right now, and | think
that's an opportunity for us, as a state,
to pay attention to that and stake a
claim to it. That's actually going to
help our businesses in the state move
forward in terms of integrating cutting-
edge technologies and taking advan-
tage of things like artificial intelligence,
which can help streamline business
models.

It's an opportunity for us here, specifi-
cally in the Bryan School. We've been
trying to work on that in conjunction
with businesses and designing new
programs.

In the tax world, there's
some significant opportunities that we
are seeing across the country, not just
in North Carolina. Specifically, the Tax
Cuts and Jobs Act of 2017 instituted
a new tax provision called qualified
business income, or QBI. That is a huge
deal for our clients.

If you have a qualifying business,
QBI allows you to only pay income tax
on 80% of the income. We've been
through this cycle a whole year, and
businesses have now adjusted their

SCOTT SAYLOR, N.C. RAILROAD

estimated taxes. It's all factored in their
cash flow, and we're seeing a signifi-
cant decline in business-income tax.
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We're dealing with S corporations
and LLCs, so the taxes are paid at
the individual level. Two years ago,
the highest individual tax rate was
39.6% in 2017. In 2018, it dropped to
37%. When you throw in the qualified
business-income deduction of 20%,
you reduce that 37% down t0 29.6%.
That's a huge dollar amount.

We've seen a tremendous reduction
in income tax from operating business,
and that frees up capital and, hopefully,
it creates jobs. | think that was the
intent of the legislation and, from my
perspective, it works.

LR | think there's a huge

opportunity in the Triad right now, and
it's a unique opportunity — I'll call it
somewhat of a second Renaissance
potential — where the Triad was beat
down for decades with tobacco, with
furniture, with textiles. You're seeing
so many new small businesses start
here.

When you compare it to the two
bigger urban areas — Charlotte and
Raleigh — the cost, the labor force, all
of those things are very conducive to
businesses here right now. You're just
starting to see some of that grow.

| think Adam [Currie] is right.
There's proof of that. Most of the
projects that we see in capital-inten-
sive, large industries are going to be
foreign investment-type companies.
An example is Egger Wood Products
in Lexington. That project is under
construction, and | think it's almost
finished. It's going to create 800 jobs.
It's rail served. It took a $6 million rail
investment by us and Norfolk South-
ern to do that part of it. They're also in
the wood business, so they're going
to source timber from North Carolina
growers.

That's a huge team to bring them
here. It's an Austrian company that's
never had a United States manufac-
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FREDDY ROBINSON, BERNARD ROBINSON & CO.

turing operation, and they're thrilled to
be here.

Freight traffic overall has been down
this year. But to put that in context, it's
been red-hot for about seven years. So
it's not red-hot; it's just hot. | think we'll
see a little growth, but it does tend to
be a leading indicator. | watch that a
little bit, so hopefully that doesn't mean
that we're heading to a downturn.

CLEE 1'd describe it as hot, but not
white-hot. Certainly people are looking
for capital; they're investing. | don't talk
to many folks that are, in any way, down
about the economic environment in
North Carolina right now.

| think it was mentioned earlier that
between the rural and more urban mar-
kets, there's a little bit of the “haves”
and “have nots” right now. But we're
in a lot of small rural markets across the
state, and even those markets are hold-
ing their own.

Well, it depends on the
industry. Specifically, in the construc-
tion industry, we're finding that they
have record backlogs, and that's fairly
consistent across the industry. They
see that it's going to be increasing,
although they are struggling, again,
with the labor issue.
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the needs of your customers, builds
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MCRAE BANKS, UNCG

| don't talk to many folks that are, in any way, down
about the economic environment in North Carolina
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right now.

NT TO GR
AN ECONOMY?
JUST ADD
WOOD, STEEL
AND STONE.

We're proud to provide key pieces
of North Carolina’s extensive rail
system —including 317 miles of track
that offer access for hundreds of
companies, and direct economic
development investments that

help attract new businesses and
good jobs. Together, we’re building
toward a bright future.

=] NORTH CAROLINA
'é! RAILROAD

ncrr.com
@NCRailroad

The lending environment is very con-
ducive for private development, espe-
cially in industrial expansion, multifamily
and senior-living projects. The financing
for that is much easier to handle today;
therefore, you're seeing a lot more proj-
ects. When the interest rates are lower,
the feasibility becomes a lot better for
the projects’ success.

People regularly will travel 30
miles to a job. Winston-Salem to
Greensboro, Greensboro to High
Point — you name it. Some people
will travel up to 60 miles for a job.

So, when a large company considers
moving to the Greensboro-Randolph
Megasite or Chatham County, they're
looking at data for 15 miles, 30 miles,
60 miles.

My view is that you're going to have
centers of gravity, like the Triad, and then
the outlying markets will benefit. Nowy,
if you're not within 60 miles of an urban
center, that's another story. But this state
is orienting itself around metropolitan
clusters and 30 and 60 miles out for job
opportunities.

| think our rural communities are
starting to boom. If you go farther east
and you look at a Rocky Mount and



Kinston, they have realized they're not

going to be Charlotte or Raleigh, so

they're building upon niche industries.
The key is not only to have the proper

infrastructure and support... but our rural We want to create jObS that create other jObS. We
communities are realizing the benefit of ; 3 ; ; ; ;
Sefining what thei nishe s n the rmarket want those higher-paying manufacturing jobs in our
and building upon that. rural areas.

Another problem we have is
encroachments in the right-of-way.
This is kind of in the weeds, but it is a
challenge. If we're not protecting our
corridors, whether they be utility
corridors or railroad corridors — high-
ways included — we have no way to
get the reach for those areas.

Having said that, | think it's time to
think of the rural topic differently. I'm not
sure that those areas necessarily want

STAN KELLY, PIEP
PARTNERSHIP
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the same things that folks want in urban Bernard Robinson
areas. The challenge is the flight of the & Comp(] ny
people. It's the flight to other jobs out of
those regions, but when you read about
closures of hospitals and closures of
schools, there's something awry. | wish SERVING CLIENTS ACROSS THE SOUTHEAST
| had the answer. | do think that part of
that solution is that you've got to find in-
dustries that are suitable for those areas.
They've got to want to go there. B
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