
During 1983, the Nor th Carolina 
economy rebounded vigorously 
f rom one of the most protracted 
recessions in recent years. The 
recession's trough for the state— 
the f o u r t h quar te r of 1982 — 
roughly coincided with the trough 
of the recession at the national 
level. Dur ing that quarter, both 
manufacturing employment and 
real personal income in the state 
reached their cyclical low points 
and the state's seasonally adjusted 
unemployment rate peaked. For the first three quarters of 1983, 
virtually all of the state's economic indicators posted healthy 
increases over 1982. Consumer conf idence, boosted by increased 
real personal income and rising emp loyment has been demonstrated 
by an unprecedented buying spree. 

One sector that showed weakness was agriculture, wh ich suffered 
from late spring freezes and the severe drought and high temperatures 
of the summer months. Yields of all major f ield crops were down. 
Tobacco, the state's most important cash crop, also suffered a year 
of decline. Yields of f l u e c u r e d tobacco s lumped nearly 22 percent 
to the lowest level in over 30 years and burley tobacco product ion 
was d o w n 29 percen t Also, tobacco prices were generally weak, 
wh ich industry analysts at t r ibuted to the freeze in government price 
supports at the 1982 level of $169.90, lower leaf quali ty because of 
adverse weather condit ions, and reduced demand resulting f rom 
the doub l ing of the federal excise tax on cigarettes. 

The out look for the state's economy in 1984 is good. Whi le the 
impressive growth rates compi led last year in almost every sector of 
the economy wi l l be di f f icul t to sustain, the state's economy should 
cont inue its expansion. . . 

The longer-term out look for the state's economy is mixed, 
e s p e c i a l l y in t w o d o m i n a n t i n d u s t r i e s , t o b a c c o a n d t e x t i l e s . 
In the tobacco industry, the major uncertainties have resulted f rom 
federal policies. In November , President Reagan signed into law 
major changes in the tobacco al lotment program and a con-
t inuat ion of the freeze in price supports. Then, in December, the 
Depar tment of Agriculture announced an 11.5 percent cut in the 

Of f -years fo r t o b a c c o a n d 
tex t i les fa i led to p reven t 
N o r t h Caro l ina 's e c o n o m y 
f r o m r e b o u n d i n g so l id ly in 
1983 . T h e n e w year a lso 
looks g o o d as t h e s ta te 
cont inues efforts to reduce 
its d e p e n d e n c e o n 
t h e s e t w o major 
p roducts . 
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Table 1. Historical Perspective on Growth in the North Carolina Population 
and Civilian Labor Force, 1967-1983 

Average Annual Growth Rate 

J 967-72 1972-77 1977-82 1981-82 1982-83 p 

Population 1.4 1.4 1.2 1.1 0.9 
Civilian Labor Force 2.3 2.9 1.9 1.1 - 0 . 0 
Total Employment 2.2 2.5 1.1 - 1 . 8 0.2 

Source: Bureau of Economic Analysis, U.S. Department of Commerce and Employment Security Commission of North Carolina 
P r e l i m i n a r y 

f lue-cured tobacco quota. This reduct ion was 
nearly twice what many in the industry expected. 
Similarly, in the texti le industry, the major uncer-
tainties have resulted from a trade policy in flux. 
After months of negotiation, the Uni ted States 
and China reached a trade agreement in July 
which, in general, raised quotas in both textiles 
and apparel. Then, in December, the Reagan 
administrat ion set newtex t i le impor t rules which 
wou ld be activated if the growth in imports 
creates market disruptions, or the threat of mar-
ket disruptions. 

Nevertheless, efforts cont inue to reduce the 
vulnerabi l i ty of the state's economy resulting 
from a high concentration of these two traditional 
industries. The composi t ion of industrial invest-
ment in 1983 furthered the diversif ication of the 
state's industrial base. Based upon data compi led 
by the North Carolina Department of Commerce, 
nearly 40 percent of total investment in the state 
dur ing the first nine months of 1983 was in "h igh 
tech" industries. 

Labor Force Developments 

From 1967 through 1982, Nor th Carolina's 
populat ion grew at an average annual rate of 1.3 
percent. Over the same period, the civilian labor 
force and total emp loyment increased more 
rapidly at average annual growth rates of 2.4 and 
1.9 percent, respectively. However, even in light 
of the fact that 1982 was a year of recession, 
growth rates in the latter half of this per iod were 
well be low those exper ienced earlier in the 
period (see Table 1). Preliminary estimates for 
populat ion, civilian labor force and total employ-
ment in 1983 indicated that growth cont inued to 
lag beh ind the 10 y e a r — a n d even the most 

recent year's—historical averages. Cyclical factors 
as well as structural changes in the North Carolina 
economy should inf luence this progression into 
1984. 

Two important trends emerge from these growth 
patterns. First, the labor force part icipation rate, 
as measured by the ratio of the civilian labor 
force to the total populat ion, has maintained a 
long-run upward trend, increasing from 44 per-
cent in 1972 to 49 percent in 1982. Second, the 
differential between the growth rate in the civilian 
labor force and the growth rate in total employ-
ment has increased what might be considered 
the structurally unemployed. 

More recently, however, these long-run struc-
tural trends have been overshadowed by the 
shorter-run cyclical patterns resulting f rom the 
recession in the state. During 1982, the civilian 
labor force increased by only 1.1 percent, whi le 
total emp loyment decreased by 1.7 percent. As a 
result, the state's seasonally adjusted unemploy-
ment rate rose throughout the year, reaching a 
peak of 10.2 percent in November 1982. How-
ever, by this past November , the unemp loyment 
rate had fallen to 8.2 percent (see Chart 1). 

The decline in the state's unemployment during 
the initial months of recovery represented real 
gains in employment ; that is, the increase in the 
number of emp loyed was at least matched by a 
decrease in the unemployed. However, as the 
recovery cont inued, further reductions in the 
unemployment rate may have somewhat exagge-
rated the improvement in the state's labor market 
The decl ine in the state's civilian labor f o r c e — a 
result of a significant reduct ion in the number of 
unemployed w i thou t the concomitant increase 
in total emp loymen t—s igna led an increase in the 
number of "d iscouraged" workers w h o simply 
d ropped out of the labor market. 
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Chart 1 . Seasonally Adjusted Employment Rate 
1 9 8 3 

12 Percent 

Table 2. The North Carolina Labor Force1 

In con t ras t , Ashev i l le , C h a r l o t t e / C a s t o n i a , 
Rale igh/Durham, and Wins ton-Sa lem/Creens-
boro /H igh Point, the state's largest four SMSAs, 
exper ienced disproport ionate improvements in 
the recovery relative to the non-SMSAs. Whi le 
nearly 75 percent of the reduct ion i n the number 
of unemployed was accounted for in the non-
SMSAs, there was an actual emp loyment loss of 
10,300 jobs outside of these four major SMSAs. 
This indicates that the "discouraged worker effect" 
has been felt more acutely in the areas outside 
these SMSAs (see Table 2). Moreover, after 
nearly nine months into the recovery, the unem-
p loyment rate in the state's least populated 
counties remained significantly above the un-
emp loyment rate in the state's most populated 
counties. This suggests that the pattern of geo-
graphic imbalance in emp loyment growth b e 
tween metropol i tan and non-metropol i tan areas, 
wh ich apparent ly began at the onset of the most 
recent recession, has cont inued through this 
recovery.1 

Employment Trends 

Total nonagricultural emp loyment increased, 
on a seasonally adjusted basis, by 62,500 jobs, or 

1983.111 1982.111 
Absolute 
Change 

Percent 
Change 

North Carolina 
- 0 . 0 Civilian Labor Force 2,958.3 2,975.2 - 1 6 . 9 - 0 . 0 

Total Employment 2,722.2 2,698.0 24.2 0.9 

Total Unemployed 236.1 277.2 - 4 1 . 1 - 1 4 . 8 

Unemployment Rate (%) 8.0 9.3 - 1 . 3 

Asheville SMSA 
1.0 Civilian Labor Force 94.4 93.5 0.9 1.0 

Total Employment 88.2 86.1 2.1 2.4 

Total Unemployed 6.2 7.4 - 1 . 2 - 1 6 . 2 

Unemployment Rate (%) 6.6 7.9 - 1 . 3 

Charlotte/Gastonia SMSA 
0.9 Civilian Labor Force 388.3 384.8 3.5 0.9 

Total Employment 363.0 355.8 7.2 2.0 

Total Unemployment 25.3 29.0 - 3 . 7 - 1 2 . 8 

Unemployment Rate (%) 6.5 7.5 - 1 . 0 

Greensboro/Winston-Salem/ 
High Point SMSA 

1.6 Civilian Labor Force 460.8 453.5 7.3 1.6 

Total Employment 428.7 416.0 12.7 3.1 

Total Unemployment 32.0 37.5 - 5 . 5 - 1 4 . 7 

Unemployment Rate (%) 6.9 8.3 - 1 . 4 

Raleigh/Durham SMSA 
3.8 Civilian Labor Force 329.6 317.5 12.1 3.8 

Total Employment 315.3 302.8 12.5 4.1 

Total Unemployment 14.3 14.7 - 0 . 4 - 2 . 7 

Unemployment Rate (%) 4.3 4.6 - 0 . 3 

'See Edgar Bergman and Harvey Goldstein, "Nor th Caro l ina: Diversi f i -
cation Slowed by Recession, Economic Review, Federal Reserve Bank 
of Atlanta, February 1983, Volume LXVIII, Number 2 

Source: Employment Security Commission of North Carolina 
'Seasonally unadjusted data for the civilian labor force, 
employment and unemployment expressed in thousands. 

2.7 percent , b e t w e e n N o v e m b e r 1982 and 
November 1983 (see Table 3). Fifty-two percent 
of this increase occurred in the nonmanufacturing 
sector, w i th the largest absolute gains in services, 
trade and government. In terms of absolute 
emp loyment gains, almost all of the increase in 
the manufactur ing sector was in the texti le and 
apparel industries (up 13,700), and in the furni-
ture industry (up 4,200). The improvement in 
these industries was largely a result of the rapid 
growth in the national economy, especially in 
interest-sensitive industries like autos and housing. 
The strong rebound in U.S. retail sales also 
benef i ted these tradit ional consumer goods in-
dustries. Losses among nondurable goods were 
in tobacco and miscellaneous nondurable goods 
(pet ro leum and coal products and leather and 
leather products), whi le among durable goods 
manufacturing losses were confined to fabricated 
metal products. 

Despite the yearly decl ine in emp loyment for 
several industries in the statistics for last November, 
all industries, both in manufactur ing and non-
manufacturing, gained dur ing the third quarter 
compared to their low points in the recent recession. 
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Table 3. Employment Change by Industry in North Carolina1 

Manufacturing 
Durable Goods 

Lumber and Wood Products 
Furniture and Fixtures 
Stone, Clay and Glass Products 
Primary Metals 
Fabricated Metal Products 
Machinery, Except Electrical 
Electrical and Electronic Equipment 
Transportation Equipment 
Other Durable Goods 

Nondurable Goods 
Food and Kindred Products 
Tobacco Manufacturers 
Textile Mill Products 
Apparel and Other Textile Products 
Paper and Allied Products 
Printing and Publishing 
Chemicals and Allied Products 
Rubber and Miscellaneous Plastic Products 
Other Nondurable Goods 

Nonmanufacturing 
Mining 
Construction 
Transportation and Public Utilities 
Wholesale and Retail Trade 
Finance, Insurance and Real Estate 
Services and Miscellaneous 
Government 

Source: Employment Security Commission ot North Carolina 
'Seasonally Adjusted 

November, 1983 November, 1982 Percent Change 
(000s) (000s) 

795.7 765.4 4.0 
302.4 286.1 5.7 

33.6 31.0 8.4 
82.8 78.6 5.3 
17.5 15.5 12.9 

8.9 8.1 9.9 
23.1 23.6 - 2 . 1 
51.4 49.6 3.6 
53.9 51.1 5.5 
16.6 14.7 12.9 
14.6 13.9 5.0 

493.3 479.3 2.9 
42.9 42.6 0.7 
21.4 22.7 - 5 . 7 

227.9 218.1 4.5 
89.5 85.6 4.6 
21.6 21.6 0.0 
21.7 21.2 2.4 
36.4 35.8 1.7 
26.4 25.4 3.9 

5.5 6.3 - 1 2 . 7 

1594.3 1562.1 2.1 
4.9 4.6 6.5 

105.7 102.1 3.5 
115.5 115.0 0.4 
487.6 476.1 2.4 
100.7 98.4 2.3 
372.6 364.8 2.1 
407.3 401.1 1.5 

Whi le nonmanufactur ing emp loyment grew less 
than 1 percent f rom its cyclical trough through 
November 1983, manufactur ing emp loyment 
grew nearly 5 percent. Five manufactur ing in-
dustries ( lumber, furniture, nonelectrical ma-
chinery, rubber and electrical machinery) had 
employment gains in excess of 5 percent of their 
troughs. 

Based upon prel iminary estimates, employ-
ment in the manufactur ing sector dur ing the 
fourth quarter of 1983 reached the average level 
of emp loyment at tained during the four years 
fol lowing the 1974-75 recession. Some impres-
sive gains were made in pr int ing and publ ishing 

(up 16 percent), electrical machinery (up 15 
percent) and non-electrical machinery (up 30 
percent). Nevertheless, this essentially no-growth 
situation in the manufactur ing sector was a result 
in part of significant emp loyment losses in two 
traditional North Carolina industries, textiles (down 
11 percent) and tobacco (down 16 percent). In 
contrast, emp loyment in the non-manufactur ing 
sector rose 10 percent above the post 1974-75 
recession average. Only one manufactur ing in-
dustry, construction, failed to achieve its previous 
average (down 7 percent). 

Al though the manufactur ing sector staged a 
strong comeback, as might be expected in a 
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cyclical upturn, manufacturing's share of total 
nonagricultural e m p l o y m e n t continues to de-
cline (see Chart 2). Approx imate ly 64,000 jobs 
lost in texti les since the peak level achieved in 
1973 have not been recouped by gains in other 
manufacturing industries. In the nonmanufacturing 
sectors, construct ion was the only industry w i th a 
steadily decl in ing share. Sectors showing steady 
increases in e m p l o y m e n t shares include trade 
and services. Whi le government 's share of em-
p loyment is beginning to level off, the finance, 
insurance and real estate sector is slowly beginning 
to increase. 

Signs of recovery were also ref lected in the 
reduced number of announced plant closings 

and permanent layoffs. During the first 10 months 
of 1983, some 104 firms announced plant closings 
or permanent layoffs involving a loss of over 
10,500 jobs. This compares to a loss of more than 
21,100 jobs in 21 7 plants dur ing the same period 
in 1982. Losses continue in textiles and fabricated 
metals. In particular, the Wi lming ton SMSA was 
hard hit by the announced closing of the Babcock 
and Wi lcox plant, a producer of heavy fabricated 
metals. 

Investment activity in the state was up signifi-
cantly in 1983. For the first nine months of the 
year, industrial investment tota led SI.3 bil l ion, 
rising 45 percent over the same period in 1982. 
The new spending generated about 20,700 new 
jobs. 

Personal Income 

By mid-1983, Nor th Carolinians were enjoying 
an increase in personal income of $4.5 bil l ion, or 
8 percent, compared w i th the second quarter of 
1982. Over the same period, total personal 
income in the Uni ted States grew by 6 percent. 
Even more impressive for the Nor th Carolina 
economy were the double-digi t growth rates 
dur ing the second quarter of 1983 in both 
durable and nondurable goods manufactur ing 
relative to the modest single-digit gains for the 
nation. 

Real personal income, which reversed its down-
ward t rend late in 1982, has posted gains in three 
successive quarters (see Chart 3). In fact, these 
gains were sufficient to raise real personal income 
to its highest level since the third quarter of 
1981. 

Growth in real personal income in Nor th 
Carolina dur ing 1984 should be healthy. More-
over, there are several reasons why it should 
exceed the growth in the nation's real personal 
income. First, steady growth in employment 
throughout 1984 will enhance wages, salaries 
and other labor income. Second, the diversifi-
cation of nonagricultural emp loyment f rom low-
wage to higher-wage industries will be of particular 
importance. And third, efforts to modernize 
plants in the manufactur ing sector, especially in 
textiles, wil l increase product ivi ty, generat ingthe 
potent ial for relative wage increases. 

These economic factors, together w i th the 
realization of some ant ic ipated changes in the 
occupational mix of the state's population, should 
reflect favorable growth in per capita income 
relative to the rest of the country. Since 1978, 
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Chart 3. Real Personal Income* in North Carolina 
(in 1972 dollars) 
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•Adjusted by Implicit Personal Consumption Expenditures Deflator 

Nor th Carolina's per capita income relative to 
the nation and to the Southeast has steadily 
declined. By 1982, it had reached its lowest level, 
81 percent of the U.S. and 94 percent of the 
Southeast, in over a decade. The new economic 
factors currently at work in the state's economy 
should have arrested that downward t rend in 
1983 and should provide for a modest increase 
in 1984. 

Retail Trade 

Buoyed by increased real personal income, 
lower interest rates and heightened consumer 
confidence, retail sales in the first nine months of 
1983 posted their strongest real gains since 
1976, advancing 10.8 percent over the same 
period in 1982. In September 1983, for example, 
constant dollar retail sales in Nor th Carolina 
increased 17.5 percent f rom a year earlier whi le 
national retail sales posted a 7.3 percent gain. In 
addit ion, the rebound in the state's retail sales far 
outpaced the nation's in each month of 1983 
when compared wi th the same month in 1982. 
Auto sales, as ref lected in a 34 percent increase 
in new car registrations through September, 
represented a major componen t of these gains. 
Moreover, weather conditions remained favorable 
in the state dur ing the Christmas season and Tar 
Heel merchants indicated no interruptions in 
this growth pattern in year-end sales. In general, 
they were del ighted w i th the results, and were 

looking forward to a cont inuat ion of strong retail 
sales in the beginning months of 1984. 

It now appears that the increased real dis-
posable personal income, result ing f rom bo th 
the improving state economy and the last install-
ment of the Reagan tax cuts, p r o m p t e d a con-
sumer spending spree dur ing the second half of 
1983. Increases in unit vo lume associated w i th 
the improvement in real retail sales have bolstered 
emp loyment in the retail t rade sector. 

Retail sales should cont inue to enjoy strong 
growth in 1984, but at rates be low last year. W i th 
scheduled tax cuts now history and w i th the 
implementat ion of tax increases at the state 
level, sustained growth in retail sales dur ing 1984 
wil l have to depend entirely upon growth in 
emp loyment and real income. 

Housing Activity and the Savings 
and Loan Industry 

The steady decl ine in effective mortgage rates 
in North Carolina from an average of 15.5 percent 
in 1982 to an average of 13.1 percent through 
this past September sparked a recovery in housing. 
For the first nine months of 1983, single family 
construct ion authorizations tota led 30,381 units 
w i th a value of SI .1 3 billion. Compared wi th the 
first nine months of 1982, this represents an 
increase of 56 percent in the number of units 
authorized, and an 86 percent increase in the 
contracted value. In addit ion, mul t i fami ly autho-
rizations totaled 11,000 units, up 60 percent, for 
a value of $234.4 mil l ion, up 51 percent. 

The decl ine in mortgage interest rates coup led 
w i th increased economic activity in the state 
during 1983 stimulated mortgage lending activity 
at the state's savings and loan associations. For 
the first nine months of 1983, outstanding and 
new loan commi tments increased 209 percent 
and 195 percent, respectively, over the same 
period of 1982. By comparison, outstanding and 
new loan commi tments in the Fifth Federal 
Reserve Distr ict increased by 73 and 120 per-
cent respectively. 

The beginning of the 1980s, wi th interest rates 
at record level highs, has been a dif f icult t ime for 
S&Ls. W h i l e t h e y w e r e l o c k e d in o n t h e asset 
side of the balance sheet, their liability side was 
plagued w i th increasing costs of funds and regu-
lations that prohib i ted them f rom compet ing for 
savings. Profitability at the state's S&Ls was re-
duced sharply. Mergers became commonp lace 
and, in Nor th Carolina, the number of S&Ls 
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decl ined f rom 176 in 1981 to 160 in 1982. By 
November 1983, this number had decreased 
further to 151 institutions. However, these mergers 
should be v iewed posit ively as a conscious effort 
by the S&Ls to strengthen their financial posit ion 
as well as to expand their market services statewide. 

In addi t ion to the merger activity among S&Ls, 
the industry has benef i ted f rom financial deregu-
lation, increased savings incentives and lower 
market interest rates. Through September, net 
savings f lows into Nor th Carolina S&Ls totaled 
S813.7 mi l l ion compared w i th $263 mil l ion for 
the same period in 1982, up 209 percent. Another 
positive factor for S&Ls in Nor th Carolina is that 
the spread between the mortgage yield and 
savings costs dur ing the first half of 1983 was an 
annual ized 0.47 percent, compared w i th -0.89 
percent for the same per iod a year earlier. 
Nevertheless, net income before taxes dur ing 
the first half of 1983 was -$1.76 mil l ion for 
member savings insti tut ions in the state. This 
represented a marked improvement over the 
net income of -$11.45 mil l ion recorded for the 
first half of 1982. Whi le the possibil i ty of higher 
interest rates creates uncertainties for the S&L 
industry, industry analysts bel ieve that thrif t 
institutions wil l cont inue to strengthen as long as 
Treasury bill rates remain be low 10 percent. 

Tourism 

Ranking third beh ind the text i le and tobacco 
industries, tour ism const i tuted a $3.5 bi l l ion 
industry in 1983 and should contr ibute $200 
mil l ion in tax revenues. Employment direct ly 
related to travel and tour ism totaled 154,000 
jobs, or approximately 6 percent of the state's 
nonagricultural e m p l o y m e n t In addit ion, each 
dollar in tourist expendi tures turns over in the 
local economy an est imated 3.5 times. 

. North Carolina's tourist industry in 1983 showed 
strong gains over 1982. Visitors to the state's 
seven welcome centers totaled nearly 4.8 million, 
up 8 percent over 1982. Hotel and motel receipts 
for the first eight months of 1983 were up almost 
12 percent to $378 mil l ion over the 1982 level. 
Even more significant was the fact that receipts 
for June, July and August, representing nearly 
one-half of the e ight-month total, were up over 
17 percent when compared to the summer 
months of 1982. This growth is particularly im-
pressive fol lowing a year of double-digit increases 
in which many visitors traveled through the Tar 
Heel state en route to the World's Fair at Knoxville. 

82 

Accord ing to Blue Ridge Parkway officials, 10.5 
mi l l ion visitors traveled on the Nor th Carolina 
port ion of the parkway through October, up 3.6 
percent over the previous year. However, this 
growth masked a healthier 12 percent gain 
during the summer months because poor weather 
dur ing the popular leaf change weekends in 
October actually reduced visitors for that month. 

From the Atlant ic Coast to the Blue Ridge 
Mountains, North Carolina is gaining the reputation 
as a four-season vacationland. Moreover, winter 
sports, usually associated wi th Colorado and 
New England, are increasing their popular i ty in 
N o r t h Caro l i na . W i t h resor t areas w i t h i n a 
day's drive from many of the Southeast's metro-
politan areas, skiing has become a major industry 
in the northwest mountains of the state. W i th 
rising emp loyment and increased disposable in-
come at both the state and national level, tourism 
should cont inue its strong growth in 1984. 

State Revenues and the Public Sector 

Perhaps the most dramatic evidence of the 
vigorous upturn in Nor th Carolina's economy is 
in the growth in state general fund revenues. For 
the first quarter of the fiscal year, collections 
were 10.7 percent ahead of the same period in 
1982. These increased tax collections were led 
by advances in income and sales tax revenues of 
9.4 percent and 15.9 percent, respectively. Em-
p loyment in the state government has increased 
since the beginning of the 1983-1984 fiscal year, 
and is up 2 percent in the third quarter of 1983 
over the comparable per iod in 1982. 

However, this growth in state revenues cannot 
be attributed solely to the improving state economy. 
It also reflects several major tax increases enacted 
by the 1983 General Assembly. The largest 
increases came f rom changes in the sales tax 
laws. The major elements inc luded an increase in 
the tax rate on the sale of motor vehicles to 2 
percent, up to a maximum of $300, and expansion 
of state sales tax coverage to include the rental of 
condominiums, cottages, and houses. Additionally, 
the state legislature gave county governments 
the op t ion of enacting a o n e h a l f cent increase in 
the local sales tax, wi th a portion of the collections 
being used for capital needs of the public schools. 
By November , 85 of the state's 100 counties had 
enacted the increase. Other tax increases included 
the repeal of the $200 interest (paid by North 
Carolina financial institutions) exclusion, and the 
phase-in of quarterly income tax payments for 
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Chart 4. Export-Related Employment as a Percent 
of Total Employment by Industry 
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Source: U. S. Bureau of the Census, Annual Survey of Manufactures: 
Origin of Exports of Manufactured Products, (various issues). 

corporations w i th est imated tax liabilities of 
$5,000 or more. This action by the General 
Assembly is est imated to generate $242 mil l ion 
in addit ional state revenues. 

International Trade 

International trade has become increasingly 
important to the economy of Nor th Carolina.2 

'See William J Kahley and Gary W. Tapp. Structural Changes in South-
eastern States The Road Ahead, Economic Review Federal Reserve 
Bank of Atlanta, September 1983, Volume LXVIII, Number 10. 

From 1976 to 1981, the export share of the 
state's manufactur ing value of shipments rose 
from 10.3 percent to 12.5 percent. Over the 
same period, export-related emp loyment in the 
state's manufactur ing sector rose from 8.4 per-
cent to 9.8 percent. Of particular significance is 
the fact that, in nearly half of the state's manu-
facturing industries, over 10 percent of the em-
p loyment is related to exports. Moreover, the 
importance of exports is increasing as ev idenced 
by the fact that, in all but six industries, this share 
has increased (see Chart 4). 

The value of manufactured exports in 1981 
rose nearly 6 percent f rom the 1980 level. 
However, total emp loyment involved in export-
related activity fell nearly 9 percent, a decl ine of 
7,600 jobs. Whi le decreasing e m p l o y m e n t was 
recorded in most industries, nearly three quarters 
of this decl ine was in the tobacco industry alone. 
Interestingly, the high-tech industries net ted an 
increase of 1,000 new export-related jobs in 
1981. 

This s lowdown in export activity was a result of 
both weakening foreign economies and the 
sharp appreciat ion of the U.S. dollar f rom early 
1980 to early 1981. The cont inued high value of 
the dollar as wel l as the depressed economic 
condit ions abroad suggest little improvement in 
the trade statistics for 1982. However, wi th the 
upswing in economic activity in foreign economies 
which began in 1983 and is forecasted to continue 
through 1984, exports from North Carolina began 
to show increases in some sectors of the state's 
economy during the second half of 1983 and 
should continue to strengthen in 1984. However, 
in addition to the concerns over the trade policies, 
the high value of the U.S. dollar relative to major 
foreign currencies cont inues to be of concern for 
all exporters. Any depreciat ion in the value of the 
dollar w o u l d be a positive factor and w o u l d tend 
to have a favorable impact on the state's exports. 

The t i m i n g of t h e s e gains is i m p o r t a n t in 
sustaining the strength of the economic recovery 
in the state. As the initial m o m e n t u m of the 
recovery slows, then the cont inued expansion of 
trade wil l provide the state's economy wi th the 
added boost to sustain economic growth through-
out 1984. 

— Rickey C Kirkpatrick* 
"Appalachian State University. The author wishes to acknowledge the helpful 
comments of C harles Spouill, associate professor of economics, Appalachian State 
University, and William J. Kahley. 
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