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Target Cluster Strategy for the Lowcountry: Report 2 – Target Cluster Selection

INTRODUCTION
The Lowcountry Targeted Economic Development Strategy was initiated mid-2011 to guide the Lowcountry
Economic Alliance’s future efforts to boost job creation in the region. Over the course of six months,
leaders and residents of the Lowcountry (Beaufort and Jasper counties) are working with the consulting
team of Avalanche Consulting and McCallum Sweeney Consulting to examine the region’s strengths and
identify the industries that will catalyze future growth. The process will result in a detailed action plan for
energizing entrepreneurship, business expansion, and business recruitment. It will offer specific
recommendations for improvements to our region’s workforce pipeline, business climate, infrastructure, and
other amenities that will place us in a better position for economic growth. The strategy will also suggest
tactics for improving internal collaboration and external marketing.
This report, Target Cluster Selection, is the second of three reports that will be delivered as part of the
strategic planning process. This report evaluates the industry composition in more detail than presented in
the previous Community Assessment and concludes with the consulting team’s recommendations for target
clusters for the Lowcountry.

About the Project
The creation of a Targeted Economic Development Strategy involves three core steps:
STEP 1: Competitive Assessment
The Competitive Assessment report marked the completion of the first step of the planning process. It
contains a thorough evaluation of the Lowcountry’s competitive position, differentiating assets, and critical
weaknesses. The Assessment balances in-depth economic analysis with public input received through
interviews, focus groups and surveys.
STEP 2: Target Cluster Selection
This Target Cluster Selection report identifies target clusters that will be the future economic drivers for
Beaufort and Jasper counties. A series of analytical tools, such as cluster analysis, are utilized to
understand opportunities within the Lowcountry’s current industry base as well as emerging sectors that
could expand and thrive in the future. A refined list of target clusters and sub-sectors are recommended
as the focus of future economic development and workforce development initiatives.
STEP 3: Cluster Strategies
During Step 3, a Cluster Strategies action plan will be created for each target that informs the Alliance
and stakeholders of steps to take to prepare for and grow each target cluster. Recommendations will
address workforce development, community development, and marketing. Step 3 will also generate an
implementation calendar, task assignments, and performance metrics.
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PLANNING	
  PROCESS	
  

About this Report
This report, Target Cluster Selection, includes several sections that combine to position the team to identify
target industries for the Lowcountry:
1. Background on Targeting. Here, we review the principles that guide the selection of target
industries for a region: Why Target? What is the analytical process that arrives at a target list
for a community?
2. Cluster Analysis. This section dives deeper into the industry structures found in the Lowcountry.
We evaluate 20-25 more defined industry clusters by examining their local growth trends, their
“location quotients” or local concentrations, and US growth expectations. This section serves to
create a long-list of clusters and subclusters that are potential targets for the Lowcountry.
3. Target Selection. This section first provides a review of the area’s strengths and weaknesses that
affect the location decisions of companies. This summary is taken from the previous report,
Competitive Assessment, and is a qualitative assessment based on the interviews, tours, and
observations of the consulting team. Combined with the cluster analysis as well as the results of
the community survey, we arrive at a list of recommended targets for the Lowcountry.
4. Target Profiles. The final step in the targeting process is to more fully describe the target clusters.
These profiles provide broad trends in the cluster, a description of the typical location
requirements for the cluster and subclusters, and a more detailed description of the local assets
that should be leveraged to grow the cluster. Niche targets are provided for each high-level
target cluster.
This Target Selection report provides a highly in-depth examination of the Lowcountry industry sectors.
The content in the report can be used in two important ways: to educate the leadership on the inner
workers of each target and to provide marketing content for future outreach activities by the Lowcountry
Economic Alliance.
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PART 1:

BACKGROUND ON TARGETING
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WHY TARGET? WHY DIVERSIFY?
Targeting ensures that a community’s economic
development resources are focused on those audiences that
will generate the highest return on investment. With limited
funding and staff time, targeting allows an economic
development organization to hone in on those clusters in
which it is most competitive, maximizing each dollar spent.
The Lowcountry’s sights should be set on growing
primary employers and diversifying the region’s
economy. (See sidebar for an explanation of primary
and secondary jobs.)
Diversification of the Lowcountry’s economy is an important
priority. Having a diverse economy means that the
Lowcountry’s mix of businesses represent a wide range of
industries and skillsets. This will stabilize the region’s
economy, making it less susceptible to trends impacting any
one industry, and will lead to stable long-term growth.
Examining the impact of the recent recession provides
evidence that diversification works. Those communities with
a higher than average concentration of jobs in, for
example, construction and real estate, experienced higher
unemployment rates than those communities with a broader
mix of industries. The Lowcountry’s target list should
represent a variety of industries – and types of firms and
occupations within those industries – to increase the likelihood
that it can have a healthy economy even during times of
volatility.

What is a Primary Employer?
Primary employers are businesses
that export goods and services
outside of the local economy. These
exports inject new dollars into the
economy, resulting in increased
wages and jobs as revenue earned
by the business is spent on employee
salaries and goods and services that
it purchases from local suppliers. As
this funding is earned, it is
redistributed throughout the rest of
the economy, multiplying in impact.
Manufacturing, back office, life
sciences, and software / IT are
examples of primary employers.
What is a Secondary Employer?
Secondary employers serve the local
community. A majority of the goods
and services created by those
organizations are consumed within
the community. While these goods
and services are important staples of
a community, the multiplier effect of
spending is less than that by primary
employers. Retail, entertainment,
construction are examples of
secondary employers.

A thorough understanding of current industry base, future
projected industry growth, and the vision of area leaders and
residents are critical to selecting target industries. It ensures that the community’s blend of assets combine
to form an ideal location for target businesses. Marketing messages and sales initiatives can be more
accurately directed at the site needs of a specific business, cutting through the noise of thousands of other
economic development organizations competing for jobs and investment.
It is important to understand that targeting does not mean that other industries will not grow. Quite the
opposite. Targeting catalyzes economic growth. All other industry sectors benefit from heightened
income levels, business activity, and new spending that results.
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Selection Process
The selection of target industries for a community follows an iterative process. Individual sectors are
examined through research and discussion, which could include any of the following questions (with various
levels of priority depending on the community):
•

Does the cluster have a regional presence?

•

Does the local asset base match the needs of the industry? We consider physical infrastructure,
current businesses, workforce skills, and cost conditions.

•

Is the industry growing at the national level and offer opportunities for communities to compete for
corporate expansions?

•

Does the local community exhibit areas of relative competitiveness, which would compel an
industry to relocate or expand locally versus elsewhere in the US?

•

Does the industry’s ROI match the community’s vision? We consider the impact on job creation and
increasing the average salary.

•

Is there adequate State support for the cluster and do state assets or activities affect the selection
of the cluster as a target?

•

Does the target provide strategic value to the community, such as creating synergies with assets or
industries already found in the region?

•

Does the community have sufficient resources to recruit, expand, and support entrepreneurship of
companies in the cluster?

ALL	
  INDUSTRIES

FILTERS

ELIMINATION

A target list should reflect the fact that
each audience will require a different mix
of organizational efforts. Some types of
industry clusters lend themselves toward
marketing and recruitment, while others
may be require initiatives aimed at
expanding the local base or starting new
firms from scratch. The Lowcounty’s targets
should include a blend of all four activities:

Poised	
  for	
  Global	
  Growth

Existing	
  Base	
  of	
  Assets	
  in	
  the	
  Region
Meet	
  Community	
  and	
  Wage	
  Goals

•

Recruitment: These targets are
typically the focus of economic
developers, who conduct marketing
campaigns, attend industry
conferences, and respond to
information requests from

FINAL	
  TARGET	
  
SECTORS	
  +	
  
NICHE	
  SEGMENTS

Target	
  1

Target	
  2

Target	
  3

Target	
  4

Focus:	
  	
  Recruitment,	
  Retention,	
  Expansion,	
  Startup
Timing:	
  	
  Immediate,	
  Mid-‐Term,	
   Long-‐term

Page 5

Target Cluster Strategy for the Lowcountry: Report 2 – Target Cluster Selection DRAFT

prospects.
•

Retention: Local business retention efforts focus local leaders on identifying and addressing issues
that threaten the viability of existing companies.

•

Expansion: Expansion targets are different from retention targets. Providing expansion services
includes helping a local company to identify new hires for their growth plan, identify and pursue
new markets for their goods/services, or innovate new products.

•

Startup: Some industry sectors are ideally suited for entrepreneurship. The community contains the
seeds for these clusters, but additional structural assistance may be needed (e.g., funding,
entrepreneurship education, encouragement) for new companies to form. Startups often require a
different set of services than traditional economic development organizations are prepared to
deliver.

Furthermore, target selection should consider the stage of a target’s development. Some targets will take
longer to develop than others. We qualify each target’s potential as being immediate, mid-term, or longterm:
•

Immediate Opportunity: The region has adequate assets and industry presence to immediately
begin marketing to these clusters. Examples include the expansion of a strong existing cluster or
clusters that could likely expand with simple improvements to the region’s assets.

•

Mid-Term Opportunity: These clusters are forecasted for future growth and have roots in the
region. However, the region currently lacks one or more assets necessary to strongly compete for
projects. The project team will suggest ways for the Lowcountry to strengthen its competitive
position so that the cluster may be marketed to within three to five years.

•

Long-Term Opportunity: These emerging clusters are forecasted for strong growth, but currently
have limited to no presence in the region. The region is either lacking in one or more major areas
necessary to compete, or the cluster is small and emerging at present. The project team will
suggest long-term investments that position the region for cluster growth on the long-term horizon.

The Competitive Assessment report laid a foundation for the selection of target clusters by assessing the
Lowcountry’s strengths and opportunities. In addition, industry analysis and stakeholder input were
considered to narrow the prospects to a final list for the region. Within each, niche targets were
recommended under each broad cluster. Part 2 of this report provides the location quotient and growth
forecast analysis that was conducted to examine prospective target clusters.
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PART 2:

CLUSTER ANALYSIS
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LEARNING FROM LOCATION QUOTIENTS
An important step in examining the competitiveness of clusters is calculating the “location quotients” for all
industries in the region. Location quotients (LQs) compare the relative concentration of a sector in a local
economy with the average concentration seen at the national level. An “LQ” of 1.5 indicates that the local
economy has 50% more jobs per capita in that industry than witnessed at the national level. An LQ of 1.0
indicates parity, and an LQ below 1 indicates a below-average concentration. The example diagram
below plots industries as bubbles on an X-Y axis where the industry’s LQ is on the vertical axis and growth
rates are on the horizontal axis. The size of the bubble indicates the local employment base of the sector.
To help with dissecting the economy’s driver industries, we also aggregate detailed industry data into 30
“clusters” which provides more insight into the economy than the 10 major industry sectors.
As shown in the sample diagram below, the four quadrants each tell a different story for the clusters.
While clusters in the top-right quadrant are viewed as competitive and should be priorities for talent
development, clusters to the bottom-right (which are growing, but have below-average concentrations) are
viewed as emerging sectors for the region. These sectors typically require special attention such as
entrepreneurial assistance or new workforce training programs.

Sample Cluster Bubble Chart
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Each quadrant is characterized in detail as follows:
•

Top-Right (Competitive): A cluster in the upper right quadrant is more concentrated in the region
than average and also is becoming more concentrated over time due to above-average growth
rates. These industries are “standouts” that distinguish the regional economy and are typically
growing every year. They are especially important if they are also large in terms of jobs. Large
industries in this quadrant are both important and high performing, which means they will have
increasing workforce demand. Small industries in this quadrant are “high-flyers” and may have
high-potential regional export capabilities and should be developed further.

•

Lower-Right (Emerging): The lower right quadrant contains industries that are not yet as
concentrated in the region as they are at the national level, but they are becoming more
concentrated over time. If they continue this trend, they will eventually move across the horizontal
axis into the upper right-hand quadrant. These can be called “emerging” industries, having the
potential to contribute more to the region’s economic base. They can be new sectors of the
economy, or support sectors that are historically under-represented in the region (such as Software
or Professional Services). These sectors typically require special attention such as entrepreneurial
assistance or new workforce training programs.

•

Top-Left (Declining): The upper left quadrant contains industries that are more concentrated in
the region than average, but whose concentration is declining. If a mid-size or large industry or
cluster is in this quadrant, this is an important warning that the region is losing a major part of its
export base and should form planning and investment priorities accordingly, or even consider
providing assistance (provided there is a reasonable expectation of long-term success). If the
region does not bolster these industries or replace them with other export industries, then it will
likely enter a general recession. A large industry in this quadrant usually indicates that layoffs
are occurring and worker-transitioning programs will be needed.

•

Bottom-Left (Low Potential): Finally, the lower left quadrant contains clusters that are less
important regionally than nationally and are also declining in employment. Industries here could
be warning signs that your region needs to attract more businesses in those industries in order to
maintain an economy that is sufficiently balanced and diversified in comparison to the national
economy (particularly in support/supplier industries). In general though, clusters in this quadrant
indicate a lack of competitiveness and should not be targeted.
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RESULTS OF CLUSTER ANALYSIS
In the cluster chart below, we initially see that several “traditional” sectors of the economy exhibit higher
than average concentrations of employment: Culture & Entertainment, Retail, Government, and Back
Office services. Non-profits, which are often tied to tourist destinations and retirees, are also wellrepresented in the Lowcountry.
Weak clusters in the Lowcountry (those having an LQ below 1.0) include Engineering, Design & Content;
Transportation & Warehousing; Healthcare; and Professional Services. The growth trends for these
industries vary. While Engineering and Professional Services have lost jobs at a significant rate,
Healthcare is growing at a strong pace. Various other clusters remain small: Food, Energy, Education,
and Research. Only one large cluster, Building & Construction, experience large job losses over the past
ten years (due to the slowdown in retiree construction as discussed in the Competitive Assessment).
Emerging clusters that have grown rapidly in the region from 2005-2010 despite relatively low
employment concentration include: Healthcare (19%), Biomedical Supplies & Labs (160%), Industrial
Machinery (21%), Software/Information Technology (70%), Research (11%), and Electronics (14%). As
discussed above, these are clusters that deserve special attention to maximize their growth potential
and raise cluster employment to national LQ levels and beyond.

Largest 20 Clusters!
Lowcountry Region!
2.5!

Size of bubble
indicates relative
employment
base.

Non-Profits!

Strong, Declining!

Strong, Advancing!

Culture & Entertainment!

2.0!

Location Quotient, 2010!

Government!

1.5!

Building & Construction!
Retail!
Back Office!
1.0!

Finance!

0.5!

Engineering, Design, &
Content!

Energy!

Transportation & Logistics!

Research!
Education!
Agribusiness & Food!

Weak, Declining!
0.0!
-65%!

-45%!

Software / Info. Tech.!
Industrial Machinery!

Weak, Emerging!

Electronics!
-25%!

-5%!

15%!

Growth, 2005-2010!
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Historical growth trends don’t necessarily indicate the future of a cluster. In fact, the recession has
produced volatility that makes trend analysis difficult. In our view, a more important metric to the
Lowcountry is the long-term forecast for the United States. Is the industry growing nationally? Could the
industry be recruited or nurtured locally to achieve the same level of growth (or better) seen at the
national level?
As shown by the table below, several clusters that have high LQ’s in the Lowcountry are also expected
to grow nationally: Back Office, Building & Construction, Culture & Entertainment (Tourism), Nonprofits, and Retail. Of these, Back Office and Culture & Entertainment are primary employers.
Cluster Competitiveness
Lowcountry Region
2010
Cluster
Aerospace

Employment

2005-2010
Location Quotient

Growth

New Jobs

10

0.04

n/a

Agribusiness & Food

770

0.36

-11.1%

-4

3.5%

Apparel & Textiles

137

0.41

-16.0%

-62

-16.2%

Automotive

37

0.06

-41.3%

-26

-5.6%

Back Office

4,320

1.07

7.7%

512

15.7%
14.8%

Biomedical Supplies & Labs
Building & Construction
Consumer Goods Mftg
Culture & Entertainment

n/a

10

US Forecast, '10-'20
Growth
0.6%

579

0.98

159.6%

383

5,535

1.20

-44.2%

-3,528

7.3%

80

0.21

-49.7%

-76

-0.1%

13,433

1.73

-2.8%

-34

10.9%

Education

664

0.46

4.7%

52

21.5%

Electronics

273

0.19

13.8%

98

1.7%

Energy

319

0.39

-4.8%

-3

-0.4%

Engineering, Design, & Content

1,135

0.56

-23.5%

-279

2.0%

Financial & Real Estate

3,913

0.97

-0.6%

550

3.9%

54

0.20

-67.7%

-100

-3.2%

22,337

1.58

3.3%

1,104

7.6%

5,982

0.64

19.2%

1,390

20.9%

Industrial Machinery

363

0.22

21.4%

89

0.0%

Logging & Metal/Mineral Mining

119

1.04

-5.6%

9

-1.7%

Furniture
Government
Healthcare

Materials

98

0.10

-62.5%

-105

-9.1%

225

0.23

-13.5%

-31

-6.0%

Non-Profits

1,779

2.28

-13.0%

-251

9.7%

Professional Services

1,570

0.61

1.1%

371

8.9%

470

0.50

11.1%

26

35.2%

11,502

1.18

-2.2%

620

6.3%

10

0.14

0.0%

-3

-9.3%

Software / Info. Tech.

238

0.20

70.0%

70

28.0%

Telecom Services

442

0.81

-0.7%

-38

-2.2%

1,131

0.40

-30.0%

-358

5.3%

76,819

1.00

-5.0%

263

9.1%

Metalworking

Research
Retail
Shipbuilding

Transportation & Logistics
Total
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Two emerging clusters in the Lowcountry, Biomedical Supplies/Labs and Software & IT, have already
achieved substantial local growth rates and are also expected to grow nationally at high levels.
These emerging clusters are good candidates to be added to the Lowcountry’s target list. Also, they are
both highly supportive of other desirable clusters in the region (distribution, healthcare, back office, etc.)
Another important facet of the analysis is to examine why specific clusters have low location quotients. In
the case of the Lowcountry, Savannah clearly drains some jobs from the Lowcountry. Healthcare alone,
with its LQ of 0.64, is under-represented within the Lowcountry. If the Lowcountry could bring its fair
share of Healthcare jobs to parity with the US (LQ=1), nearly 3,500 new local healthcare jobs would be
created. Although healthcare providers are not primary employers and may not be a target of economic
development recruitment activities, regional leaders can nurture this industry in other ways to ensure that it
grows to support the local population’s needs.
Another cluster, Transportation & Logistics, which includes warehousing facilities, has just a 0.40 location
quotient in the Lowcountry. As we will discuss in this industry’s profile in a later section of this report, most
distribution jobs remain on the Georgia side of the border. Bringing a fair share of Transportation &
Logistics jobs to the Lowcountry would translate to thousands of new jobs.
We examine each of these cluster groupings in the following pages. We also discuss their subsector
strengths and indicate the impacts of US growth forecasts on a decision to include the cluster as a target.
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Existing Growth Clusters
Culture & Entertainment, Retail, Government, and Back Office services are large, existing clusters that are
highly concentrated and have generally performed relatively well in terms of growth in recent years.
•

•

•

•

Culture & Entertainment (1.73 LQ, -2.8% growth). This cluster is one of the Lowcountry’s strongest,
with significant employment and high location quotients in a number of subsectors, many directly
related to tourism, including sightseeing tours, marinas, golf courses, hotels, and dining
establishments. The Lowcountry has either high LQs or high employment growth in all these
subsectors. Ten-year forecasts from EMSI indicate that strong growth is expected in food service
and restaurants. A few small subsectors are also expected to see very strong growth – marinas,
travel agencies, golf courses – likely a rebound to the severe downturn they experienced from the
recession.
Retail (1.18 LQ, -2.2% growth). The retail cluster in the Lowcountry is strong and driven by the
tourism industry and retiree community. Food and beverage stores saw significant growth over
the past five years, and new home construction is likely the contributor to strong growth at local
furniture stores. Long-term forecasts for the retail sector remain relatively high.
Government (1.58 LQ, 3.3% growth). The Lowcountry’s high location quotient in Government is
primarily due to the presence of the Marine Corps Air Station in Beaufort and the Marine Corps
Recruit Depot on Parris Island. While state and local government have low location quotients in the
Lowcountry, federal civilian and military employment are both high.
Back Office (1.07 LQ, 7.7% growth). Activities in the Lowcountry are relatively concentrated in
administrative services and mail centers, but there has been significant growth in temporary help
services and security services. Significant growth in back office is expected for the US.
Existing Cluster Strengths
Lowcountry Region

Cluster

6-Digit NAICS Industry

Culture &

US Forecast, '10-'20
Growth

6.66

15.9%

-10

15.0%

18

1.27

28.6%

4

-15.6%

112

2.63

57.8%

41

20.1%

1,516

7.66

6.3%

90

12.1%

95

5.44

90.0%

45

12.6%

721110 - Hotels and Motels

2,371

2.90

-8.8%

-229

8.5%

722110 - Full-Service Restaurants

5,092

1.95

-7.2%

-397

11.7%

722211 - Limited-Service Restaurants

2,397

1.20

15.0%

312

10.2%

630

2.85

-22.2%

-180

10.4%

1,042

1.10

-9.6%

-111

3.0%

518

2.02

15.4%

69

4.8%

445 - Food and Beverage Stores

2,043

1.24

15.6%

276

4.3%

448 - Clothing and Clothing Accessories Stores

1,639

2.04

12.8%

186

7.2%

812 - Personal and Laundry Services

1,119

1.51

-19.0%

-262

11.1%

911000 - Federal Government Civilian

2,142

1.63

19.1%

344

-1.8%

912000 - Federal Government Military

11,311

9.28

0.2%

18

-2.7%

561110 - Office Administrative Services

259

1.09

32.1%

63

21.2%

561320 - Temporary Help Services

512

0.44

66.8%

205

34.9%

21

1.44

40.0%

6

27.6%

185

0.53

25.9%

38

19.1%

33

0.58

50.0%

11

27.3%

713910 - Golf Courses and Country Clubs
713930 - Marinas

442 - Furniture and Home Furnishings Stores

Back Office

New Jobs

53

441 - Motor Vehicle and Parts Dealers

Government

2005-2010
Growth

561520 - Tour Operators

722310 - Food Service Contractors

Retail

2010
Location Quotient

487210 - Scenic and Sightseeing Transportation, Water

561599 - All Other Travel Arrangement and Reservation Services

Entertainment

Employment

561431 - Private Mail Centers
561612 - Security Guards and Patrol Services
561621 - Security Systems Services
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Emerging Clusters
Several small clusters have seen remarkable rates of growth in the Lowcountry: Biomedical Supplies
& Labs; Software/Information Technology; Industrial Machinery; and Research. All of these clusters
represent primary jobs. While the actual job numbers remain relatively small, their growth rates indicate
that they will gradually increase employment on par with the US average. Emerging clusters offer good
future targeting opportunities. They may not be immediate prospects, but with effective planning and
investment, can become industries of the future.
•

•

•

•

Biomedical Supplies & Labs (1.0 LQ, 160% growth). The high concentration of medical
laboratories and diagnostic imaging centers in the Lowcountry is a sharp contrast to the low
Healthcare concentration. These labs clearly are visited by local citizens that use doctors in
neighboring Savannah. The lack of medical distributors in the Lowcountry brings the overall LQ
down. Long-term growth prospects for the industry nationwide remain very high.
Software & IT (0.2 LQ, 70% growth). While software companies employ just over 100 workers
in the region, this cluster is growing substantially. IT workers are found in every industry of the
economy, and nationwide IT is re-shaping industries yet again through new mobile and Web
technologies. The industry, as well as IT workers, is expected to see substantial growth in the
future.
Industrial Machinery (0.22 LQ, 22% growth). This cluster provides the components and equipment
used by final-goods manufacturers. Less than 100 employees are found in Industrial Machinery in
the Lowcountry even through growth is high.
Research (0.50 LQ, 11% growth). Research activities in the Lowcountry are increasing, led by
growth in various consulting fields.

Emerging Cluster Strengths
Lowcountry Region
2010
Cluster

6-Digit NAICS Industry

Biomedical Supplies & 621511 - Medical laboratories
Labs
Software/Information

Employment

2005-2010

Location Quotient

US Forecast, '10-'20

Growth

New Jobs

Growth

90

0.97

-9.1%

-9

26.9%

621512 - Diagnostic Imaging Centers

449

11.32

541.4%

379

36.8%

541511 - Custom Computer Programming Services

119

0.33

170.5%

75

31.1%

12

1.48

n/a

n.a

-18.6%

423830 - Industrial Machinery and Equipment Merchant Wholesalers

41

0.25

51.9%

14

0.2%

423930 - Recyclable Material Merchant Wholesalers

39

0.63

160.0%

24

13.3%

300

1.38

3.1%

9

46.4%

Technology
423410 - Photographic Equipment and Supplies Merchant

n/a

Wholesalers
Industrial Machinery

Research
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Under-represented Clusters
Several clusters are under-represented in the Lowcountry and may be good targets. Sometimes, low LQs
indicate that a community is “leaking” jobs to its neighbors. This can be clearly the case with Retail and
Healthcare, but often includes some service industries. In the case of the Lowcountry, we believe the
following clusters could play a larger role in the local economy:
•

•

•

•

Transportation & Logistics (0.40 LQ, -30% growth). This broad cluster includes all forms of
transportation (airports, trucking, etc) as well as the warehouses that store goods in transit.
Today, minimal jobs are found in the Lowcountry in this cluster. Long-term growth prospects for
the overall US industry are positive.
Healthcare (0.64 LQ, 19% growth). As previously mentioned, healthcare jobs are relatively low
(LQ of 0.64) but growth in the Lowcountry is outpacing the US and even neighboring Savannah.
Healthcare jobs are over-represented (high LQ) in nursing homes and retiree communities.
Although these are not primary jobs, growth in healthcare services could attract other types of
businesses that are.
Professional Services (0.61 LQ, 1% growth). Professional Services are often a locally-serving
industry that includes lawyers and accountants. For these subsectors, growth has been strong in
the Lowcountry and long-term forecasts are very positive.
Engineering, Design & Content (0.56 LQ, -24% growth). This cluster is similar to the Professional
Services cluster – it often serves a local need. Design services in the Lowcountry are heavily
geared toward the construction industry (architects and interior designers). Because of this,
Professional Services and Engineering were dramatically impacted when the recession hit.
Under-Represented Clusters
Lowcountry Region
2010

Cluster

Transportation &
Logistics

6-Digit NAICS Industry

Employment

2005-2010

Location Quotient

Growth

Growth

n/a

16.5%
6.0%

581211 - Nonscheduled Chartered Passenger Air Transportation

78

4.29

n/a

482110 - Rail Transportation

16

0.13

60.0%

6

484110 - General Freight Trucking, Local

79

0.67

71.7%

33

4.2%

484210 - Used Household and Office Goods Moving

129

2.65

-29.9%

-55

-9.9%

4931 - Warehousing and Storage

<10

n/a

n/a

n/a

10.2%

24

0.24

33.3%

6

8.2%

392

0.81

17.7%

59

20.3%

and Audiologists

159

0.99

59.0%

59

43.0%

622110 - General Medical and Surgical Hospitals

837

0.33

21.8%

150

10.4%

1,015

1.05

5.5%

53

19.8%

623311 - Continuing Care Retirement Communities

298

1.30

20.7%

51

28.1%

523312 - Homes for the Elderly

450

2.23

26.8%

95

14.3%

71

0.75

77.5%

31

16.6%

624120 - Services for the Elderly and Persons with Disabilities

416

1.07

173.7%

264

52.7%

541110 - Offices of Lawyers

552

0.90

-11.4%

-71

10.0%

541213 - Tax Preparation Services

64

0.99

30.6%

15

34.9%

541921 - Photography Studios, Portrait

34

0.94

17.2%

5

4.5%

179

1.03

10.5%

17

25.9%

488510 - Freight Transportation Arrangement
621210 - Offices of Dentists

n/a

US Forecast, '10-'20
New Jobs

621340 - Offices of Physical, Occupational, and Speech Therapists,

Healthcare

623110 - Nursing Care Facilities

623990 - Other Residential Care Facilities

Professional Services

541940 - Veterinary Services
511140 - Directory and Mialing List Publishers
541310 - Architectural Services
Engineering, Design, & 541320 - Landscape Architectural Services
Content
541410 - Interior Design Services
541810 - Advertising Agencies
541870 - Advertising Material Distribution Services

63

3.05

5.0%

3

-23.9%

111

1.20

-43.7%

-86

11.3%

82

4.51

-47.4%

-74

-5.7%

65

3.67

-13.3%

-10

17.4%

124

1.28

4.2%

5

8.4%

15

1.88

-68.1%

-32

-10.6%
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Transitional Clusters
Transitional clusters are segments of the economy that employ a lot of people (sometimes) and are now
experiencing job losses after enjoying previously high growth rates. With the exception of Agribusiness,
these transitional clusters are heavily tied the performance of the local economy.
•

•

•

•

Construction (1.2 LQ, -44% growth). This cluster was the hardest hit by the recession in the
Lowcountry, as the housing crisis brought new construction (retiree, second-home, etc) to a near
standstill. The industry lost nearly half of its jobs between 2005-2010 in the Lowcountry.
Financial (0.97 LQ, -1% growth). The drop in the stock market and housing prices also affected
the financial sector, which is heavily dependent on home sales. Struggling banks have also shed
jobs at branches. On a positive note, wealth management services in real estate management
services grew their employment substantially in the Lowcountry despite the recession.
Non-Profits (2.3 LQ, -13% growth). Non-profits nationwide have struggled as charitable giving
fell with the stock market decline. The Lowcountry’s high LQ in Non-Profits is a result of an active
retiree volunteer community. While short-term job losses are understandable, long-term growth in
the local non-profit community should remain positive, both nationally and in the Lowcountry.
Agribusiness & Food (0.36 LQ, -11% growth). The Lowcountry is not a location for much food
manufacturing, but this could change if the distribution industry expands locally.

Transitional Clusters
Lowcountry Region
2010
Cluster

6-Digit NAICS Industry

Construction

New Jobs

Growth
8.3%

2.04

-55.1%

-857

237110 - Water and Sewer Line and Related Structures Construction

334

3.62

-60.0%

-501

0.6%

237210 - Land Subdivision

134

4.29

-61.9%

-218

-5.4%

327320 - Ready-Mix Concrete Manufacturing

121

2.40

27.4%

26

1.4%

522110 - Commercial Banking

523

0.69

18.1%

80

6.0%

80

1.49

-4.8%

-4

7.2%

152

1.26

-41.3%

-107

-24.6%

523920 - Portfolio Management
524210 - Insurance Agencies and Brokerages
524292 - Third Party Administration of Insurance and Pension Funds

39

0.50

69.6%

16

11.3%

288

0.77

22.6%

53

10.9%

41

0.54

78.3%

18

15.8%

531110 - Lessors of Residential Buildings and Dwellings

369

1.79

15.7%

50

0.7%

531210 - Offices of Real Estate Agents and Brokers

729

4.50

-15.3%

-132

9.3%

531311 - Residential Property Managers

806

4.11

41.2%

235

10.8%

531312 - Nonresidential Property Managers

235

3.07

11.9%

25

6.3%

24

1.14

20.0%

4

-7.5%

813319 - Other Social Advocacy Organizations

154

2.83

41.3%

45

5.5%

813410 - Civic and Social Organizations

452

1.97

-19.3%

-108

10.4%
3.2%

813219 - Other Grantmaking and Giving Services

813910 - Business Assocations
311615 - Poultry Processing
Agribusiness and Food 3118 - Bakeries and Tortilla Manufacturing
424810 - Beer and Ale Merchant Wholesalers
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US Forecast, '10-'20

Growth

699

522292 - Real Estate Credit

Non-profits

2005-2010

Location Quotient

2361 - Residential Building Construction

522291 - Consumer Lending

Finance

Employment

70

1.03

1.5%

1

112

0.85

17.9%

17

3.1%

29

0.18

93.3%

14

-1.9%

74

1.34

80.5%

33

14.1%
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PART 3:

TARGET RECOMMENDATIONS
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We understand that the Lowcountry Economic Alliance was created primarily as a recruitment and
marketing organization, but today’s economy requires a broader approach to job creation. Economic
development organizations across the country are re-evaluating their role, re-balancing their services with
an increased emphasis on existing business retention and entrepreneurship. Economic development
organizations are also stepping up in terms of regional leadership. Whereas before they were seen as a
community’s marketing agent, today they are looked to as a leader – to establish a community’s vision,
convene stakeholders, and coordinate community development activities.
Although recommendations related to the Lowcountry’s future economic development approach have not
been finalized (and will be shared in the report that follows this one), we evaluated prospective target
clusters in light of the possibility that the Alliance’s role may be re-balanced as other economic
development organizations are doing today. The finalist targets are not only audiences for recruitment
and marketing activities, but also audiences for existing business expansion and entrepreneurship.
We recommend that the Lowcountry Economic Alliance pursue the following four core clusters as economic
development targets for Beaufort and Jasper Counties:
1.
2.
3.
4.

Back Office and Information Technology
Healthcare and Biomedical
Light Manufacturing and Assembly
Logistics and Distribution

Within each core cluster, we recommend four sub-clusters – specific niche sectors that are well aligned
with the Lowcountry’s assets.
Tourism is an additional target for the Lowcountry, although its primary responsibility lies within area
convention and visitors bureaus rather than the Alliance. We provide a brief overview of Tourism at the
conclusion of the Target Profiles section of this report.
The diagram below summarizes our target cluster and sub-cluster recommendations for the Lowcountry.
The core clusters are listed in alphabetical order, not in order of importance, as they all play an equal
role in diversifying the Lowcountry’s economy.
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The table above illustrates some degree of overlap among the sub-clusters. The interconnectivity among
targets will result in a more efficient economic development effort and create opportunities for the
Lowcountry to differentiate itself. The region can become, for example, South Carolina’s go-to market for
medical-related back office or military vehicle components. This has numerous benefits, including a
better-defined brand, increased awareness and support from state officials, and an avenue for improving
top-of-mind awareness among site selectors and executives.
The following section of this report provides further detail on each target cluster. The forthcoming Cluster
Management Strategies report will provide tactics related to the Alliance’s organizational focus as well as
business climate, infrastructure and marketing improvements that must take place to maximize investment
by current and emerging niches.
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PART 5:

TARGET PROFILES
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ABOUT THE PROFILES
In this section, we provide detailed profiles of our recommended target clusters and subsectors for the
Lowcountry. Profiling sectors is an important component to selecting and prioritizing targets. We provide
additional depth to the clusters discussed in previous sections, highlight how local assets support each
cluster, and provide background research on US trends.
Each target profile follows the same general format:
•
•
•

•

Definition. We define the cluster and its components in the first paragraph, and provide a
NAICS-based definition in a side box.
Growth Trends. We profile each cluster first in terms of the trends seen at the national level. For
some clusters, we profile various forces that are influencing the cluster’s growth and development.
Location Trends. Here, we discuss why the cluster chooses certain locations in the US. We explain
these trends in terms of the “location requirements” of companies in the cluster, which we also
summarize in the side box on the first page.
The Lowcountry Opportunity. Finally, we summarize how local assets, conditions, and companies
can serve the cluster and why it is a good fit for the Lowcountry.

Some targets are profiled in more detail than others, depending on the complexity of the target. We
provide a list of “niche targets” for each cluster at the end of each profile.
This research is intended to both inform the Steering Committee of our rationale for selecting the target
and be used as a guide by local leadership as they pursue the development of these targets. Detailed
action plans for recruiting, expanding, retaining and starting up companies within each target cluster will
be provided in the Cluster Management Strategies report.
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BACK OFFICE AND INFORMATION TECHNOLOGY
The Back Office cluster encompasses operations such as
call centers, technical support, processing facilities, and
data centers. Financial services is one industry that
historically has outsourced support operations to third
party firms specializing in back office support. Other
industries continue to examine the possibility of
outsourcing their back office operations as cost savings
resulting from outsourcing become evident. Support
personnel perform recordkeeping duties, including
transaction processing. Firms in the industry may also be
called upon to handle payroll, procurement, and
auditing services for clients.
Information technology is increasingly integrated within
the Back Office cluster. In addition to IT being an
important backbone to any industry, it is particularly
important to a region’s ability to support in-bound and
technical client support back office operations.

INDUSTRY SNAPSHOT
Industry NAICS Definition
5611
Office Administrative Services
5612
Facilities Support Services
5614
Business Support Services (including call
centers)
5241
Insurance Carriers
5182
Data Processing, Hosting, and Related
Services
551
Management of Companies and
Enterprises
5223
Activities Related to Credit
Intermediation (clearinghouses)
Location Requirements
• Educated, trainable entry-level workforce
• Low cost of real estate
• Affordable cost of living
• Low competition for workers
• Software and IT support skillsets
• Access to a hub airport
• Large college student or military population
• Affordable cost of doing business

Growth Trends
The size of the Back Office cluster is difficult to measure, as it consists of third-party outsourcers as well as
in-house operations at large companies. The call center industry alone is estimated to consist of about
4,200 companies with combined revenue of $16 billion. The back office support industry for financial
transaction processing is even larger: $40 billion in the US and $250 billion globally.
While the industry in the US has seen its spikes and declines due changing corporate strategies about
outsourcing and offshoring, the demand for off-site processing and support will be a growth industry, both
in terms of revenue and employment in the US. Some clusters such as Healthcare have yet to fully adopt
a back office model to extract efficiencies. Recent healthcare legislation passed in Congress will prompt
significantly heightened demand by Healthcare providers for IT and back office services. In the face of
rising healthcare costs, healthcare providers are looking for ways to cut unnecessary operational costs. In
line with this trend, the maintenance of medical records will become more digitized, which require
additional processes and security assurances. Now, patients are being viewed more as customers that
require more relationship management, which could include more preventative medicine, on-demand
information, remote consultation, and aggregation of medical records from multiple health services
providers. IT systems and new back office models will be a major part of these solutions.
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Location Trends
Low cost locations, with favorable tax and regulatory regimes, have a natural advantage and have been
the most successful in recruiting back office operations. Alternatively, other states have passed specific,
targeted bills to incentivize processing and call center facilities. Other considerations back office firms
make in their location decisions include the cost of utilities, a particular interest for energy-intensive
operations such as data and processing centers.
As shown in the map below, the back office industry has lost jobs across most of the US. High cost
locations in the north/northeast, West Coast, and Florida lost significant numbers of back office jobs.
Rural areas scattered across the Midwest and Mountain states enjoyed most of the job creation. Texas
fared better than other states, creating sizeable new jobs in Dallas-Ft. Worth, San Antonio, and El Paso.
Modest job creation was witnessed in southeastern states, including South Carolina and Georgia, with both
"winning" and "losing" counties scattered throughout.
In an effort to stem the flow of jobs overseas, American back office firms stress their advantage in
customer service. Companies who choose to outsource must weigh cost savings versus potentially negative
reactions among their customer bases. Outsourcing call centers to developing countries reduces labor
costs; however, many companies have been met with harsh customer criticism citing poor service and
communication barriers. There is an emerging trend of companies that are “onshoring,” or bringing back
call center operations and other functions to low cost locations in the US. This is reflected in forecasts, such
as those offered by EMSI earlier in this report, projecting a 15%+ growth in back office jobs between
2010 and 2020.
BACK OFFICE SERVICES (NAICS 561)
NET JOB CREATION, 2005-2010

Net Job Creation
Q1-2005 to Q1-2010

Source: Avalanche Consulting using data from the BLS ES202 series.
Data not available for all counties, but the counties with more developed clusters have data.
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The Lowcountry Opportunity
The Lowcountry has a relatively strong concentration in the Back
Office cluster already. Employing more than 4,300 workers in
the Lowcountry, the cluster has an LQ of 1.1 and grew 7.7% from
2005-2010. However, the Back Office cluster includes temporary
workers and building services, which are both primarily tied to the
tourism and resort industries, which may result in inflated figures.
The region’s largest employer in the field, CareCore, provides a
boost to the cluster’s future potential. The company helps large
health insurance companies manage their customers, provide
higher quality service, and keep costs down. The company has
grown to over 400 employees in the Lowcountry in just three
years and is located in Buckwalter Place.

Back Office and Information
Technology Niche Targets:
• IT and Technical Services
• Records Management
• Medical-Related Back
Office
• Regional Headquarters
Emerging Opportunities:
• Logistics-Related Back
Office and IT

CareCore’s willingness to partner with Clemson University to
create an entrepreneurship center is a unique opportunity to the
Lowcountry economy. In addition, the company will create a
workforce in the Lowcountry with skills that previously have not existed in this combination: cost
management, record maintenance, customer service, and back office technologies. These skills are highly
transferrable and would support a number of other vertical industries. CareCore offers a seed for
expanding the fast-growing medical-related back office and records management niche in the
Lowcountry.
Several factors will support the growth of the Back Office and Information Technology cluster in the
Lowcountry going forward:
•
•
•
•
•
•
•
•

An exiting military workforce, which is a good match for process-oriented support services and
customer-orientation
A greatly expanded Computation Science program as USCG, especially in applied studies
related to other target industries such as logistics, light manufacturing, and aerospace
A tourism-oriented workforce, which has been trained in customer service
A growing college population in neighboring Savannah
Increasing emphasis on entrepreneurship as an economic development engine, creating firms that
will increase demand for local technical and IT support services
Relatively low cost of doing business and access to the Savannah airport
The Lowcountry’s appealing natural environment and attractiveness to executive visitors and
retirees, making the region an ideal setting for corporate campuses and regional headquarters.
A region distribution cluster, which will make logistics-related back office and IT an emerging
opportunity. IT functions have the potential to follow any new distribution firms in the Lowcountry.

Labor availability and the cost for the labor are major factors in the successful growth of back office. The
region will have to work to produce these workers and ensure that tight labor conditions to not impede the
growth or relocation of firms.
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HEALTHCARE AND BIOMEDICAL
The Healthcare and Biomedical sector includes both
healthcare service providers and biosciences research and
manufacturing (equipment, devices, and pharmaceuticals).
Healthcare and Biomedical are complementary targets.
The Lowcountry has an opportunity to create an
environment in which private sector R&D, healthcare IT,
and biomedical equipment work collaboratively with
university(s) and service providers to create a destination
for both private industry and patients (while serving the
local population). A highly recognized national healthcare
provider may be a recruitment target in the future for the
region to serve as an anchor to such an initiative.
However, the Alliance’s current focus should be on
primary jobs in fields like biosciences R&D, records
management, healthcare-related back office and IT, and
product manufacturing.
Growth Trends
Over the past two decades, Healthcare has consistently
been one of the fastest growing industries in the United
States. Two factors in particular – one demographic in
nature, the other technological – are responsible for the
rapid growth of the cluster.

INDUSTRY SNAPSHOT
Industry NAICS Definition
Health Care:
6211- 6244 Health Care Services (16
subindustries)
Medical Devices/Equipment & Drug Research:
3254
Pharmaceutical and medicine mfg.
3391
Medical equipment and supplies mfg.
334510 Electromedical apparatus mfg.
334519 Other measuring and controlling device
mfg.
54138 Testing laboratories
541711 R&D in Biotechnology
Medical Supplies Distribution:
42345 Medical, Dental, and Hospital
Equipment and Supplies Merchant
Wholesalers
42346 Ophthalmic Goods Merchant
Wholesalers
42421 Drugs and Druggists' Sundries
Wholesalers
446199 Medical equipment and supplies stores
524114 Medical insurance carriers
Location Requirements (Health Services and
Biomedical)
• Population centers
• Aging population
• Highway access
• Domestic and international air service
• Skilled workforce and training programs
• High quality of life
• Access to university R&D

The dramatic increases in the number of individuals aged
65 and older continue to fuel significant growth in
Healthcare, R&D, and Biotechnology. With more than half
of an individual’s lifetime expenditures on healthcare
occurring after the age of 65, this population drives
healthcare spending. Today, over 40 million Americans
are aged 65 years and older. By 2030, this number is expected to surpass 71 million and will account for
one in five Americans. Areas such as home healthcare and medical supplies will enjoy substantial levels of
growth.
While demographic dynamics are largely responsible for increases in the country’s elderly population,
advances in medicine have also played an important role in extending the longevity of American lives.
Discoveries in areas such as life sciences and biotechnology have contributed to the rise of life-sustaining
pharmaceutical solutions. At the same time, technological breakthroughs have helped create important
diagnostic tools that help detect disease early, thus improving the chances of recovery. The trends will
continue over the next several decades, improving not only the length and quality of life for millions of
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individuals, but also creating new industry segments and employment opportunities. Over the next ten
years (2010-2020), employment in healthcare services is projected to increase by 23% - more than
twice the rate of the overall economy. Communities that can successfully support a regional healthcare
industry – including not only service providers but also associated R&D, business support, equipment and
education - will enjoy a source of economic strength for decades to come.
The role of information technology in the Healthcare cluster is also increasing dramatically. The science
behind healthcare remains, but the growing role of IT tracking systems, clinical studies (particularly how to
be deliver the healthcare), and customer management (often using CRM system) are transforming the
U.S.	
  Biosciences	
  Employment
Subindustry
3254
Pharmaceutical	
  and	
  medicine	
  mfg.
3391
Medical	
  e quipment	
  and	
  supplies	
  mfg.
334510 Electromedical	
  apparatus	
  mfg.
334519 Other	
  measuring	
  and	
  controlling	
  device	
  mfg.
54138 Testing	
  l aboratories
541711 R&D	
  i n	
  Biotechnology
TOTAL

Employment,	
  2010
280,126 30%
302,014 32%
58,789
6%
29,185
3%
141,358 15%
136,158 14%
947,630

Job	
  Creation,	
  2005-‐2010
-‐6,193 -‐2.2%
719
0.2%
3,044
5.5%
-‐626 -‐2.1%
2,680
1.9%
13,227 10.8%
12,851
1.4%

Source:	
  	
  U.S.	
  B ureau	
  o f	
  Labor	
  S tati s ti cs

industry. In the box below, we highlight some of these technology impacts.
Location Trends
The location requirements of health-related industries are both simple and complex. Healthcare is
primarily a locally-serving industry, where hospitals and community clinics serve those that live within a
reasonable distance. Rural areas usually rely on hospitals in their neighboring metros for more complex
procedures and care. Similar to retail, hospital investments tend to track local population trends and are
not suitable targets for an economic development organization’s recruitment campaign.
That said, major US medical hubs - such as those found in Houston, New York, Miami, and Boston – have
become destinations for patients traveling from across the globe. These patients and their loved ones
inject new dollars into local economies, thus transforming healthcare into a “primary” employer (at least
the tertiary care components). Smaller markets, particularly in places with high concentrations of retirees
and visitor amenities, also have opportunities to become healthcare destinations in specialty fields and
long-term care.
Biotechnology research and medical device manufacturers are more complex in their location decisions.
They often choose to locate in close proximity to research universities, rely on a deep labor pool of
researchers and lab technicians, and usually prefer a high quality of life so that workers can be recruited.
Some research activities (such as NAICS 6215 Diagnostic laboratories) are support industries to local
hospitals, which can skew the data when trying to assess where true biotech research is being done.
The medical device manufacturing (and distribution) industry is one that appears more “in-play” in recent
years, in that some companies look more like assembly & distribution operations than science labs. These
medical device companies are still tied to large biotech and healthcare hubs. As shown on the following
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map, the industry remains clustered in west and east coast locations, but job creation has been marginal
and losses and gains are spread across all states. Growing cost concerns in healthcare should begin to
force medical device manufacturers to look to relocate operations in less expensive domestic
environments. Federal regulations limit the extent to which companies can outsource their production to
third-world countries, which increases the industry’s “stickiness” to the US and attractiveness to economic
Technology’s Growing Impact on Healthcare
“Convergence” is pervasive for the industry, as new technologies around IT, robotics, materials, and
nanotechnology are changing the way healthcare is delivered. While the industry has historically
been dominated by large firms, the constant flow of venture capital into the industry has created a
blossoming startup community that develops new drugs and devices. These firms mirror IT growth
models in that they are usually acquired by large companies and some of the more successful can be
VC-funded until they go public – even if profits have yet to be reached.
Health IT promises to be the largest growth area for the industry (though it would not be classified
as part of the health or biotech industry). Software companies aim to help hospitals and insurance
companies reduce costs, while helping doctors diagnose patients better and even monitor patients
remotely. The expanding role of IT in healthcare is both an opportunity and a threat to local
employment levels. Hospital systems may choose to remotely manage their IT systems and IT
investments may create savings through labor reduction.
The biotechnology sector, which includes drug and device manufacturing and research, has
performed only slightly better than the rest of the U.S. economy in recent years. The industry
maintained its employment level at 1.2 million workers from 2005-2010 while the rest of the
economy shrunk by 2.5 percent. However, high-growth scenarios for the industry have yet to
materialize, as the industry still lags the overall healthcare market, which grew its employment by 13
percent over the period.
Growth in the sector has been driven entirely by Research & Development, which created nearly
13,000 jobs from 2005-2010. This subsector is primarily comprised of drug and device research
firms/organizations that have not reached a production stage. The medical equipment and
supplies distribution industry currently involves more than 6,000 companies with combined revenues
of $53 billion. The industry, however, is highly concentrated, with the top 50 companies accounting
for approximately 65 percent in revenue.

development agencies trying to recruit them.
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MEDICAL DEVICE MANUFACTURING (NAICS 3991)
NET JOB CREATION, 2005-2010

Source: Avalanche Consulting using data from the BLS ES202 series.
Data not available for all counties, but the counties with more developed clusters have data.

The Lowcountry Opportunity
The cluster analysis provided in the previous section of this
report shows that the Lowcountry is underrepresented in
Healthcare providers (direct patient care) relative to the
national average. The high growth in population over the
past ten years has expanded the gap between market
demand and the capacity of local healthcare providers.
Several hospitals exist in the Lowcountry (Beaufort Memorial
Hospital, Hilton Head Regional Medical Center, the Coastal
Carolina Hospital, and the Beaufort SC Clinic of the Ralph H.
Johnson VA Medical Center), but there is room to grow the
cluster.
As shown in the charts to the right, neighboring Savannah
remains the hub of healthcare for the region. Chatham County
has seen its healthcare sector create over 4,000 new jobs in
the past ten years. The good news: Beaufort County
increased its healthcare jobs 70% over the past ten years,
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more than twice as fast as Chatham County, which grew its jobs
26%. Still, if Beaufort County had the same share of healthcare
jobs as Savannah, more than 3,000 more healthcare jobs would
be located in the county.
Recruiting healthcare services is rarely found within the domain
of a typical economic development organization. Traditional
healthcare jobs are secondary jobs – they service the local
population and will naturally be attracted to regions where
demand is growing. The Lowcountry’s healthcare target should
include medical-related back office and records management
that serve a national audience. Regional medical company
headquarters seeking scenic settings for campuses and a high
quality of life for their employees will also find the Lowcountry
to be attractive. Biomedical supplies firms are an emerging
opportunity, particularly those that benefit from proximity to the
Port of Charleston and Port of Savannah.

Healthcare and Biomedical
Niche Targets:
• R&D, such as PTSD, Cancer
and Diagnostics
• Records Management
• Medical-Related Back
Office
• Regional Headquarters
Emerging Opportunities:
• Biomedical Supplies

Longer-term, the Lowcountry has an opportunity to form a cluster in which private sector firms closely
collaborate with university R&D, educators, and local service providers. For example, work with the
Beaufort Clinic of the Ralph H. Johnson Medical Center to expand private sector investment in R&D
related to Post Traumatic Stress Disorder. Or, as mentioned earlier, encourage a nationally recognized
healthcare provider to set up operations in the Lowcountry to serve residents and form an anchor for
private sector investment by companies that provide R&D, equipment and back office support.
The Clemson Connection
The possibility of bringing a Clemson center of excellence to the region, specifically at Buckwalter Place in
connection with CareCore’s 500-employee service center for health insurance companies, is currently
being discussed. This potential project is still early-stage, but could be a significant catalyst for the
region. In interviews and focus groups, residents expressed a strong desire to establish a healthcare R&D
and services complex to serve the local population and draw in medical tourists from across the country.
The lack of a four-year research university in the Lowcountry is a strike against the region (even with
GeorgiaTech in neighboring Savannah), and bringing Clemson in some fashion to the Lowcountry would
bring a strong applied research and commercialization component to the region. “Centers of Economic
Excellence” are a relatively new approach for the university, but one that has received high marks.
Centers have been formed in Charleston (medicine, and clean energy) and Columbia (also health-related),
and the original center, CU-ICAR, has gained world renown. Lowcountry leadership should pursue every
opportunity to bring a Clemson Center to the Lowcountry and create an environment that attracts private
sector companies and patients to the region.
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LIGHT MANUFACTURING AND ASSEMBLY
The Light Manufacturing cluster is a broad category that
includes the assembly and manufacture of light
components, materials, and equipment that supply larger
end-use original equipment manufacturers (OEMs).

Growth Trends
The manufacturing industry has undergone tremendous
transformation in the U.S. over the last ten years.
Decades-long declines in traditional manufacturing
industries such as autos, furniture, and textiles were offset
by growing in industries in technology and aerospace in
the late 1990s, but the continued globalization of the
industry has meant steady losses across most industries.

INDUSTRY SNAPSHOT
NAICS Definition
315
Apparel Manufacturing
316
Leather and Allied Product
Manufacturing
332
Fabricated Metal Product
Manufacturing
333
Machinery Manufacturing
334
Computer and Electronic Product
Manufacturing
335
Electrical Equipment, Appliance, and
Component Manufacturing
336
Transportation Equipment
Manufacturing
339
Miscellaneous Manufacturing
Location Requirements
•
Skilled workforce
•
Low property taxes
•
Low cost electricity
•
Low natural disaster risk
•
Transportation networks

Still, manufacturing remains a vibrant and important part
of the U.S. economy. Nearly 350,000 manufacturing
companies employ 11.5 million workers. While
employment continues to decline, output from the industry
continues to rebound from the recent recession. Improvements in productivity continue to fuel the industry
and drive the average production wage higher.
The few industries that have created jobs this decade are generally dependent on short delivery times to
the consumer (packaged foods), low transportation costs to the consumer (railroad stock), an embedded
workforce (agricultural equipment), advanced technologies (aerospace), or small-scale custom production
(machining). According to forecasts from EMSI, 25 subsectors within manufacturing (at the 4-digit NAICS
level) are expected to grow their employment base over the next 10 years: health-related industries
(pharmaceuticals, medical equipment, and instruments), metal products (structural metals, steel products,
metalworking equipment), vehicle-related (bodies, engines, vehicles, aerospace products), construction
materials, and select food products (dairy and beverages). See the table on the following page.
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U.S.	
  Employment	
  Forecast
Subindustry
3212
Veneer,	
  Plywood,	
  and	
  Engineered	
  Wood	
  Product
3254
Pharmaceutical	
  and	
  Medicine
3323
Architectural	
  and	
  Structural	
  Metals
3169
Other	
  Leather	
  and	
  Allied	
  Product
3333
Commercial	
  and	
  Service	
  Industry	
  Machinery
3273
Cement	
  and	
  Concrete	
  Product
3331
Agriculture,	
  Construction,	
  and	
  Mining	
  Machinery
3119
Other	
  Food
3391
Medical	
  Equipment	
  and	
  Supplies
3312
Steel	
  Product	
  from	
  Purchased	
  Steel
3362
Motor	
  V ehicle	
  Body	
  and	
  Trailer
3399
Other	
  Miscellaneous
3336
Engine,	
  Turbine,	
  and	
  Power	
  Transmission	
  Equipment
3359
Other	
  Electrical	
  Equipment	
  and	
  Component
3116
Animal	
  Slaughtering	
  and	
  Processing
3253
Pesticide,	
  Fertilizer,	
  and	
  Other	
  Agricultural	
  Chemical
3345
Navigational,	
  Measuring,	
  Electromedical,	
  and	
  Control	
  Instruments
3335
Metalworking	
  Machinery
3361
Motor	
  V ehicle
3339
Other	
  General	
  Purpose	
  Machinery
3121
Beverage
3115
Dairy	
  Product
3364
Aerospace	
  Product	
  and	
  Parts
3279
Other	
  Nonmetallic	
  Mineral	
  Product
3342
Communications	
  Equipment
3255
Paint,	
  Coating,	
  and	
  Adhesive

Employment,	
  2010
63,720
280,826
320,871
10,785
92,622
172,481
201,001
162,554
303,203
51,445
107,607
264,231
90,005
117,114
488,058
35,982
407,576
153,062
153,421
223,984
167,056
130,303
476,901
65,155
116,144
55,702

Job	
  Creation,	
  2010-‐2020
10,434 16.4%
36,624 13.0%
41,628 13.0%
1,083 10.0%
8,222
8.9%
14,041
8.1%
14,414
7.2%
10,740
6.6%
19,090
6.3%
3,199
6.2%
6,564
6.1%
15,706
5.9%
5,069
5.6%
6,027
5.1%
22,239
4.6%
1,515
4.2%
10,937
2.7%
4,104
2.7%
4,097
2.7%
4,503
2.0%
2,944
1.8%
2,174
1.7%
5,679
1.2%
386
0.6%
319
0.3%
135
0.2%

Source:	
  	
  EMSI

Special Focus: Aerospace
The aerospace industry provides one bright spot for US manufacturing. With Boeing’s investment in the
composites-based Dreamliner, the industry has embarked on a radical step forward in technology and
product life cycle.
US industry employment in aircraft manufacturing has recovered from its historic lows in 2003, creating
nearly 30,000 manufacturing jobs from 2005 to 2010 for an increase of 8%. Overall, the industry
employs nearly 500,000 workers in the United States. Civilian aircraft production is expected to continue
to grow, while other sectors cool due to lower defense expenditures.
The aerospace production chain is highly tiered, with OEMs at the top actually producing aircraft, Prime
contractors providing major systems and assemblies to OEMs, and lower tier subcontractors producing
significant components and materials for Primes. Nearly 50% of revenues come from aircraft production;
engines and parts comprise about 40%; and missiles and space vehicles capture the remaining 10%. The
price of raw materials has a major influence on costs in the industry, which leads to a heavy emphasis on
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U.S.	
  Aerospace	
  Employment
Subindustry
336411 Aircraft	
  manufacturing
336412 Aircraft	
  e ngine	
  and	
  e ngine	
  parts	
  mfg.
336413 Other	
  aircraft	
  parts	
  and	
  e quipment
336414 Guided	
  missile	
  and	
  space	
  vehicle	
  mfg.
336415 Space	
  vehicle	
  propulsion	
  units	
  and	
  parts	
  mfg.
336419 Other	
  guided	
  missile	
  and	
  space	
  vehicle	
  parts
TOTAL

Employment,	
  2010
227,875 48%
75,616 16%
96,186 20%
54,536 11%
13,454
3%
7,876
2%
475,543

Job	
  Creation,	
  2005-‐2010
20,494
10%
-‐4,668
-‐6%
11,135
13%
1,450
3%
668
5%
482
7%
29,561
7%

Source:	
  	
  U.S.	
  B urea u	
  o f	
  La bor	
  S ta ti s ti cs

research and development of new technologies, such as composite materials, and increased efficiency in
production.
The Lowcountry Opportunity
Boeing’s investment in its Charleston plant creates new opportunities throughout the state of South Carolina
for suppliers to serve the just-in-time manufacturing process. The extent of supplier expansions has yet to
be played out, but the City of Seattle estimates that an aerospace OEM job translates to 1.8 jobs
elsewhere in its economy. This would translate to over 5,000 supplier jobs related to the Charleston plant.
Suppliers to Boeing will spread across SC, NC, and GA to be in sufficient proximity to Boeing without
having to compete with Boeing for labor as well as being able to supply Spirit and Honda in North
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Carolina and Gulfstream in Savannah. As the map shows, suppliers are currently spread out over the
three states.

Location Trends
Often, the selection of a location for manufacturing is driven by location and the ability to distribute the
product. The Lowcountry’s location along the Southeastern seaboard and proximity to good
transportation infrastructure will be selling points for this cluster. Additional factors important to
manufacturers are the availability of a trained workforce, low electric rates, and proximity to inputs.
Because the manufacturing sector is so diverse, specific location requirements are highly dependent on the
subsector and the individual company.

The Lowcountry Opportunity
We anticipate that the draw to the Lowcountry will enjoy be both
a “push” and “pull” effect in the manufacturing industry:
•

•

Push: Neighboring ports will inevitably bring new
opportunities for assembly in the region. Several foreign
automotive importers already assemble in east coast ports
in order to reduce import tariffs on their products.
Countless other products are also affected by tariffs in a
similar manner. Bringing low-tariff components into the
Savannah region, and turning them into final goods will
be a growing scenario. For this reason, we include an
Assembly and Kitting niche target among the
recommendations.

Light Manufacturing and
Assembly Niche Targets:
• Assembly and Kitting
• Military Vehicle Components
• Aircraft / Aerospace
Components and Training
• Green Products
Emerging Opportunities:
• Biomedical Supplies
• Industrial Machinery

Pull: Starting with Gulfstream in Savannah and now with
Boeing in Charleston, the Southeast is becoming a global
hub for advanced aerospace manufacturing, materials, and components. Suppliers of all sizes
will come to the region to be a more integrated part of the supply chain and to tap into the
existing labor force. The industry is still heavily influenced by national politics (of all countries), so
the best opportunities for the Lowcountry may be in recruiting foreign lower tiered suppliers that
seek to tap into the growing US market. For this reason, we include Aircraft and Aerospace
Components as a niche target for the region, as well as Training Services in fields like
maintenance, repair, and manufacturing for both commercial and military applications.

The manufacturing opportunities for the Lowcountry will not be exclusive to the civilian aircraft industry. A
defense manufacturing industry is present in the Lowcountry (Daniel Defense, XRD, Northrop, etc.), and
the Marine Corps Air Station brings with it some very strong capabilities in aircraft skills in the workforce.
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Furthermore, the region will likely gain the F-35 training facilities, making it one of the leading technology
training centers for the US military. Growth in defense contractors in the region will be a natural
extension of the growing aerospace industry across South Carolina and Georgia. Specialized workforce
training programs for existing and existing military workforce would further elevate the region’s
opportunities in this field. For these reasons, we include a Military Components and Parts niche target
for the Lowcountry.
Be Green Packaging’s recent choice of the Lowcountry indicates that green product manufacturing and
manufacturing processes are an opportunity for the region. Clean, sustainable development that
preserves the Lowcountry’s quality of life is a strong desire of local residents and should be a
consideration when working with any prospect.
Emerging opportunities are found in industrial machinery and biomedical supplies manufacturing
because, again, of the Lowcountry’s proximity to two of the East Coast’s largest ports. As fuel costs and
overseas labor costs continue to rise, companies will find it is more cost effective to assemble and
manufacture heavy (weight) items closer to their customer base. And economic recovery in the US will
result in more demand for machinery and equipment.
As discussed in the Healthcare and Biomedical cluster profile, biomedical supplies is forecasted to be a
rapidly growing industry in the next ten years, and the Lowcountry has the seeds of heightened future
growth because of its strong healthcare growth prospects, geographic location, and quality of life.
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LOGISTICS AND DISTRIBUTION
The Logistics and Distribution cluster includes freight
carriers (sea, air rail, and trucking), warehousing,
materials handling, and logistics, is closely connected to
the economic cycle. The industry is a complex network
of freight-forwarders, shipping companies, and logistics
consultants. Third-party logistics firms (3PL) combine a
variety of services that touch most aspects of the
distribution process: warehousing, pick-and-pack of
goods, and the distribution to and from warehouses.

Growth Trends
The cluster has been experiencing an ongoing recovery
since the end of the recession in 2010. In the past five
years the industry’s employment level decreased 4%
while the rest of the economy recorded a relatively
smaller 2.5% contraction.

INDUSTRY SNAPSHOT
NAICS Definition
481 Air Transportation
482 Rail Transportation
483 Water Transportation
484 Truck Transportation
485 Transit and Ground Passenger Transportation
486 Pipeline Transportation
487 Scenic and Sightseeing Transportation
488 Support Activities for Transportation
492 Couriers and Messengers
493 Warehousing and Storage
Location Requirements
• Access to highways, rail lines, and ports
• Proximity to nearby large population centers
• Large, low-cost and shove-ready industrial sites
• Competitive entry-level wage rates
• No inventory taxes

While there is still a lot of uncertainty in the global economy, there have been recent promising signs that
point to positive upward trends in trade and distribution in the US:
•
•

Commitment by President Obama in 2010 to double US exports over the next five years as a
way to spur job growth
The expansion of the Panama Canal, which will result in a reconfiguration of trade routes toward
east coast ports in the U.S.

Information technology now plays a vital role as customers expect warehouse operators to accommodate
frequent and smaller shipments through Just-In-Time inventory management. The logistics industry relies on
technology to increase the efficiency of tracking and moving shipments and as result look to integrated
providers (3PL firms) to manage all aspects of shipping. “Supply Chain Solutions” often refers to the
integrated services within firms, which could
be trucking companies such as Ryder and JB
U.S.	
  Imports	
  by	
  End-‐Use
Hunt, delivery companies such as FedEx, and
($millions)
%	
  Growth Avg	
  Growth
2010
'09-‐'10
'08-‐'10
“asset-free” logistics companies such as CH
Robinson. These 3PL firms typically lease
Total
$1,913,160
23%
-‐9%
from warehouse developers such as ProLogis.
The industry has seen wild swings in imports
due to the recent recession. Today, nearly $2
trillion worth of goods are imported into the

Foods,	
  Feeds,	
  Beverages
Industrial	
  Supplies
Capital	
  Goods
Automotive	
  V ehicles,	
  e tc.
Consumer	
  Goods
Other	
  Goods

$91,730
$602,663
$449,178
$225,049
$483,268
$61,272

12%
30%
22%
43%
13%
2%

3%
-‐23%
-‐1%
-‐3%
0%
-‐11%

Source:	
  	
  U.S.	
  Cens us 	
  B urea u
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US each year. Automotive imports rebounded significantly (+43%) in 2010 from the year earlier but still
remain below levels from 2-3 years ago as shown in the table to the right. Industrial supplies, which
support the US manufacturing base, are still down -23% from 2008.

US Location Trends
Location is clearly the top requirement for distribution companies. The large size of warehouses requires
regions with large, flat sites. In order to increase efficiency, warehouse facilities must have access to
various means of transportation and be centrally located to consumer markets. Warehouses are often
concentrated around airport hubs, which also connect to highways and rails.
Ports have played a growing role in the distribution industry as more and more containers from China
enter the US market. A shift in products toward manufactured goods (or items that are assembled at the
point of entry) has been a boon to seaport economies. As shown in the map below, major markets like Los
Angeles and New York import vastly more than they export. The Port of Savannah imports less than it
exports, which could be reversed if containerized imports increase substantially.

Top 25 Water Ports by Containerized Cargo: 2009

Source: US Department of Transportation, Facts and Figures 2010
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WAREHOUSING EMPLOYMENT (NAICS 493)
NET JOB CREATION, 2005-2010

Net	
  Job	
  Creation	
  
Q1-‐2005	
  to	
  Q1-‐2010	
  

	
  

Source: Avalanche Consulting using data from the BLS ES202 series.
Data not available for all counties, but the counties with more developed clusters have data.

In the map above, we see that most new jobs (2005-2010) in Warehousing (NAICS 493) are still be
creating in the traditional entry points of the US: Los Angeles, New York, and Boston. Jacksonville and Ft.
Lauderdale (not Miami) enjoyed high job growth. Savannah experienced modest job growth and
Charleston lost jobs. Many areas within the Midwest grew their warehouse industry, including major
metros such as Houston, Dallas-Ft. Worth, and areas around Chicago.
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The Lowcountry Opportunity
The Lowcountry currently has minimal presence of the Logistics and Distribution cluster within its region. All
large warehouse facilities (>50 employees) are found across the Georgia state line near Savannah, as
shown the map below. Only small warehouses are found inside the Lowcountry, which likely serve local
businesses only. It is clear that Georgia offers advantages for these businesses over South Carolina.

Several factors and assets indicate that the opportunity to grow a Logistics and Distribution cluster in the
Lowcountry is now a reality:
1. The Savannah port is expected to be dredged sooner than other ports in the southeast, including
Charleston. This is expected to bring more large-ship container traffic into the region as more
containers are re-routed through the Panama Canal to eastern ports.
2. A new developer in town, StratfordLand, purchased 5,000 acres in south Jasper County to create
RiverPort. This development will be mixed use, with a clear focus on industrial and warehouse
development. The developer is already marketing the site to industrial brokers across the country.
While this is a significant opportunity for the Lowcountry, the project will need additional
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enhancements to make it client-ready and world class,
including new roadway improvements, water line extensions
to the site, and an active rail spur. In addition, the Alliance
and other local leaders will need to assist in marketing the
region to warehousing facilities developers and logistics
management companies.
3. Developing the I-95 corridor through Jasper County has
been identified by local leadership as a top priority for job
creation. The successful recruitment of BeGreen (a
manufacturing and distribution company) has underscored
the distribution opportunity for Jasper County. Jasper’s
inclusion in the Lowcountry Economic Alliance dramatically
increases the product mix for a much larger set of industries
and jobs for the overall region.

Logistics and Distribution
Niche Targets:
• Warehousing Facilities
• Military Vehicle Components
• Aircraft / Aerospace
Components and Training
• Logistics Management
Emerging Opportunities:
• Logistics-Related Back
Office and IT

4. Savannah is currently exploring the opportunity to create a World Trade Center. This would be
an important supplement and selling point to the region’s logistics industry.
5. The Lowcountry’s position within the Southeast’s aerospace corridor, location between two major
East Coast ports, and F35 prospects translate to aerospace and aviation component
opportunities. Suppliers will be interested in the region’s geographic position and proximity to
OEMs and top tier suppliers. This emerging target is included as a niche within the Logistics and
Distribution cluster because component parts can easily be shipped into the Lowcountry for
storage, assembly and quick transport to OEMs and top tier suppliers.
The Lowcountry has already been successful in recruiting its a distribution company to the region in recent
years. BeGreen chose a Jasper County location, which brought 175 jobs and reused an existing building.
During an interview, the company’s executive highlighted the region’s competitive costs of real estate and
utilities. The company noted that the involvement and professionalism of Alliance staff and leadership
was very positive to their site selection process.
As mentioned in the US discussion, the distribution industry is fast becoming aligned with “logistics”, or the
management of the supply chains across multiple modes of transportation. In addition to warehouse
facilities, distribution companies rely on sophisticated information technologies that decide the timing of
product receiving and delivery, the efficient deconsolidation and reconsolidation of shipments, and the
exact whereabouts of goods in transport. For this reason, we include logistics-related back office and IT
as part of the emerging niche target list for the Lowcountry.
While the Lowcountry is geographically ideal for this cluster, improvements to sites and business climate
are needed to fully maximize the potential. We will provide additional recommendations in the
forthcoming final report, Target Cluster Recommendations.
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TOURISM
Communities that are widely known for their visitor amenities often face the challenge of also building
brand awareness as a business destination. Having a high quality of life is appealing to both tourists
and talent, but if too heavily emphasized, can dilute the overall economic development message.
Tourism is an economic engine, and visitor marketing can be a component of an economic development
campaign when done properly. Those that are most successful involve close coordination between the
economic development organization and the CVB. Often, they share an umbrella brand and adapt that
brand to their specific audiences. The CVB is knowledgeable about the economic development targets
and gears its business events marketing to those industries. In turn, the economic development
organization helps advocate for local initiatives that enhance the region’s quality of life and preserves its
attractiveness as a visitor destination.
In the case of the Lowcountry, tourism and retiree communities are important contributors to the area’s
economy. In addition, many businesses that have relocated to the Lowcountry have resulted from an
executive who frequently visits the area or owns a second home. We believe there is additional
opportunity to communicate with commuting and retired executives in the area through tourism outlets. The
message? The Lowcountry has prioritized entrepreneurship as a component of the overall economic
development initiative and the region is an ideal place to grow a business.
While this report does not recommend that the Alliance add tourism to its target list, there are
opportunities for the Alliance and area CVBs to work more closely to create strong messages that combine
the two “value propositions,” for example: The Lowcountry is a great place to live and to do business.
Don’t wait until you retire to live in the Lowcountry full time. Launch an encore career by starting an
entrepreneurial venture in the Lowcountry.
Today, with the stock market down and the lack of housing appreciation as a financial asset, more and
more individuals are delaying retirement or continuing to work part-time during their retirement. Others
become entrepreneurs again or get involved in start-up ventures.
For these reasons, this report does not recommend Tourism as a target of the Alliance’s economic
development campaign. Instead, it asks the Alliance and local CVBs to work together to supplement
marketing efforts with business friendly messaging. Related Tactics will be provided in the Cluster
Management Strategies report.
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CONCLUSION
The Lowcountry’s target clusters were selected following analysis of current and future industry trends,
competitive assets, and the vision of the community. The clusters and sub-clusters offer complementary
opportunities for both Beaufort and Jasper Counties. Each offers strong opportunities for the region.
Several targets are immediate prospects, while others require a few local improvements to be fully
prepared for growth.
There are a number of forces converging on the Lowcountry that make this an ideal time to initiate a
targeted economic development campaign. Nationally, the economy is beginning to turn around, which
means companies that have been waiting to expand finally feel more confident doing so. When they do,
they will look to states in the Southeast that are highly competitive in economic development. The
Lowcountry region, located on the coast within close proximity to two the of East Coast’s largest ports, will
inevitably appear on companies’ radar screens in their initial evaluations of prospective locations.
But that is where the story could end if the Lowcountry is not targeted in its approach. Targeting requires
the Lowcountry to focus its attention on a small number of industry clusters that it can nurture and claim as
its own. Fostering these targets will require all are leaders to work in concert to improve the climate for
those industries – meeting their infrastructure, business climate, and workforce needs – as well as craft
marketing messages that communicate the region’s specific advantages. The Cluster Management
Strategies, report three of this project, will recommend improvements and a sales approach for each
target cluster.

Page 41

