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SOUTHEAST AUTO INDUSTRY BOOMS
On the verge of a technological transformation, the auto industry is revamping its operations. 
By Camren Skelton

A
s industrial vacancies near re-
cord lows and manufacturers 
migrate to favorable climates, 

the automotive industry continues to 
be an economic powerhouse in the 
Southeast. Original Equipment Manu-
facturers (OEMs), or the initial pro-
ducers of a vehicle’s components, are 
growing their footprints in the region, 
and their network of suppliers contin-
ues to expand with them, creating sub-
stantial ripple effects for the region’s 
economy. 

After a record 2016, U.S. auto sales 
have seen a steady decline, and fell 2.7 
percent in 2017 through August, ac-
cording to the Automotive News Data 
Center. However, within this total, 
trucks and crossovers are selling well 
and the industry is not letting the over-
all decline in sales deter its growth. 

 According to the Bureau of Labor 
Statistics, the motor vehicles and parts 
manufacturing sector added 13,700 
jobs in August, a seasonally adjusted 
rate. Attracted to the skilled labor pool 
and convenient access to ports and 
interstates, auto giants like Volvo and 
Mercedes-Benz Vans will soon call the 
South home, bringing roughly 5,000 
jobs to South Carolina.

But as technology-driven trends 
spark a new wave of transformation 
for the industry, real estate needs are 
shifting. The process of manufactur-
ing is becoming more compact as the 
industry heads toward a driverless fu-
ture, and vehicle manufacturing in the 
Southeast is changing. As a result, the 
real estate sector is evolving with it. 

Exports Dominate Carolinas
Since it planted its flag in the Up-

state in 1992, BMW has been a signifi-
cant driver of economic activity in the 
state of South Carolina. A 2014 study 
by the University of South Carolina 
(USC) Darla Moore School of Business 
reports that the plant’s annual eco-
nomic output amounts to $16.6 billion. 

According to the Greenville Area 
Development Corp. (GADC), BMW 
has invested roughly $7.8 billion in 
its facility and created over 8,000 jobs 
on its Spartanburg campus since its 
inception, making it the German au-
tomaker’s largest production plant in 
the world by volume. 

In June, the company announced a 
$600 million investment that will add 
1,000 new jobs over the next four years. 

“BMW has continued to expand 
since its arrival,” says Brian Reed, a re-
search operations manager for CBRE 
in the Greenville, South Carolina of-
fice.  “Even throughout the recession, 
it experienced growth while most 
markets were really struggling.”

In addition to impacting the Upstate 
directly, this growth has impacted 
the state as a whole. According to the 

study from USC, BMW’s employment 
multiplier — the total direct, indirect 
and induced impact — is 4.0, one of 
the highest in the state, and twice as 
high as the average multiplier effect 
of all industries. Thus, for every direct 
job created at the BMW plant, an addi-
tional three jobs are created elsewhere 
in South Carolina. 

“BMW requires a sophisticated net-
work of third-party logistics operators 
and suppliers, all working in tandem,” 
says Reed. “So not only do you have 
BMW taking a lot of square footage, 
but suppliers are all setting up shop 
near them so they can provide what 
they need at the right moment.”

Since suppliers are often required 
to deliver parts to assembly plants in 
a just-in-time fashion, distance to cus-
tomers and suppliers is a crucial con-
sideration for automotive plant site 
selection. According to the GADC, 
roughly 40 of BMW’s suppliers are 
located within a few hours of the 
Spartanburg County plant, with tire 
manufacturers maintaining the largest 
presence. 

“Currently, South Carolina is the 
largest exporter of tires and automo-
biles in the country, due in large part 
to manufacturers such as Michelin and 
BMW,” says Brockton Hall, a broker-
age associate for Colliers International. 

One factor facilitating these exports 
is the Greer Inland Port, which opened 
in 2013 to extend the Port of Charles-
ton’s reach into the Upstate. Michelin 
and BMW are some of the largest us-
ers of the facility. In its relatively short 
lifetime, the inland port has exceeded 
expectations. 

“The Greer Inland Port has been im-
pactful in the sense that it has been a 
center point of logistics for not only 
the parts, but the companies that are 
involved in the process,” says Mark 
Farris, president and CEO of the 
GADC. “The port has facilitated the 
logistics and distribution side of au-
tomobile production, and it’s been an 
asset for the entire Upstate.”

South Carolina is poised for even 
further economic development, and 

the effects are being felt all over. Mer-
cedes-Benz Vans, a division of Daim-
ler AG, will assemble Sprinter vans 
for the U.S. market at its new plant in 
Charleston under the Mercedes-Benz 
and Freightliner nameplates. And the 
first South Carolina-built Volvos are 
expected to roll off the assembly line 
in late 2018. Upon opening, the Volvo 
factory will be the global production 
home of the new Volvo S60 Sedan. 

“Volvo is taking great advantage of 
the BMW suppliers here that are add-
ing volume, adding shifts and doing 
physical expansions to accommodate 
the Volvo business and others as well,” 
says Garrett Scott, a senior brokerage 
associate at Colliers International. “So 
the multiplier effect for BMW is being 
felt by its suppliers, well beyond the 
business that BMW gives them.”

The new facilities are expected to 
pump millions of dollars into the state 
and create thousands of jobs.  

“Especially in smaller markets, 
automotive manufacturing employ-
ment comes from very far away,” says 
Reed. “Volvo is going to be pulling a 
lot of labor from markets that typically 
wouldn’t be considered park of the 
Charleston labor pool. Volvo is going 
to be able to grow that labor base be-
yond what it typically had access to.”

Ford Drives Deliveries  
Kentucky is garnering attention 

from automotive suppliers and manu-
facturers, but not because of its bour-
bon and horses. The state is home to 
four major manufacturing assembly 
plants: Ford Motor Kentucky Truck 
Plant and Louisville Assembly Plant 
in Louisville, Toyota Motor Manufac-
turing in Georgetown and General 
Motors in Bowling Green. Kentucky’s 
central location and system of inter-
states and parkways make the state an 
attractive location for auto manufac-
turers and are important factors in the 
continued growth of the industry. 

“From Louisville and central Ken-
tucky, you can get to 60 percent of the 
country’s population within a 12-hour 
drive,” says Robert Walker, senior 

director of Cushman & Wakefield | 
Commercial Kentucky.  “Interstate 65 
runs through the middle of the state 
and that is a Tier I corridor for truck-
ing. You can get from Chicago through 
Louisville down to the Southern states, 
or the Southern states to the north.”

As in any metro, suppliers are locat-
ing near these plants as well. Earlier 
this year, Logan Aluminum, a com-
pany that has produced aluminum 
sheet for the beverage industry since 
1980, announced it was expanding 
into the auto industry and investing 
$248 million for a plant in southwest 
Kentucky’s Logan County. In March, 
Tower Automotive, a manufacturer 
of structural metal components and 
assemblies for vehicles, announced 
a $19.9 million Shepherdsville plant 
expansion and a $29.4 million Bard-
stown expansion. 

Low vacancy around these submar-
kets underscores the robust demand 
for warehouse space. “The East sub-
market vacancy rate is 1.1 percent,” 
says Walker. “If you nail that down to 
just the area around the Ford Kentucky 
Truck Plant, it is 0.1 percent. There is a 
lot of demand for suppliers and other 
companies that support Ford to be 
close to their facilities and make sure 
they are getting their inventory there 
when Ford wants them to deliver it.” 

Directly and indirectly, the automo-
tive industry bodes well for the state’s 
economy. According to a study done 
by the University of Louisville Urban 
Studies Institute, the auto industry 
contributes $14.3 billion, or 7.8 per-
cent, of Kentucky’s gross state prod-
uct. That’s more than coal, horses, to-
bacco, bourbon or tourism. Down the 
road, Kentucky is poised for even fur-
ther growth and development.   

“There’s a megasite in Glendale, just 
south of Elizabethtown,” says Walker, 
referring to a 1,551-acre site that sits 
seven miles south of Elizabethtown 
and features rail access and direct 
access to I-65. “There are certain ap-
provals you must gain to be deemed 
a megasite, which lends itself to be the 
next site for an automotive plant to be 
built.” 

The site is rumored to be on the 
short list for the new Toyota-Mazda 
manufacturing plant, according to 
various media reports. The $1.6 billion 
facility would create up to 4,000 jobs, 
the Japanese automakers said in an 
August release.

Mercedes Sets the Stage
Alabama’s automotive production 

began when Mercedes-Benz opened 
its doors in the state in 1993. Since 
then, Hyundai, Honda and a Toyota 
engine assembly plant have followed 
suit, and more than 9.3 million cars 
and light trucks have been produced 

Since planting its flag in the Upstate of South Carolina in 1992, BMW has invested 

roughly $7.8 billion in its Spartanburg facility and created over 8,000 jobs.
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in the state, according to a report from 
the Economic Development Partner-
ship of Alabama. 

Each OEM has a significant impact 
on Alabama’s economy. According to 
the 2017 Alabama Economic Devel-
opment Guide, Hyundai is credited 
with a $5 billion annual impact on 
the state’s economy. The Montgomery 
plant employs more than 3,000 work-
ers and has attracted more than 35 
suppliers located across 17 counties 
in Alabama. Honda Manufacturing 
of Alabama is the company’s largest 
light truck facility in the world, and 
employs more than 4,000 workers. In 
Huntsville, Toyota has the capacity to 
produce 750,000 engines annually. 

“Mercedes was the first one here 
and showed everyone inside and out-
side of the state that Alabama can play 
a major role in the auto industry,” says 
Carter Burwell, vice president in JLL’s 
Alabama office. “The availability of 
suitable sites in Alabama is a big ad-
vantage over other states that have 
more red tape with permitting, or 
topographical or physical challenges 
with their available sites.”

This fact is highlighted by major 
expansion and investment announce-
ments by manufacturers and sup-
pliers. In 2015, Mercedes-Benz an-
nounced plans to invest $1.3 billion 
to enhance the plant’s SUV Assembly 
Shop, setting the automaker on the 
path of technological advancement. 

“There are suppliers locating or ex-
panding near all of these OEMs,” says 
Burwell. “The expansion at the Mer-
cedes plant has created a lot of activity 
in Birmingham and Tuscaloosa.” 

In 2016, Hyundai invested $52 mil-
lion in its Alabama assembly plant 
to launch production of the Santa Fe 
Sport SUV. MollerTech USA LLC an-
nounced a $46.3 million facility in 
nearby Bibb County, and Eissman 
Automotive North America Inc. an-
nounced a $14.5 million expansion 
in St. Clair County. Both suppliers 
manufacture parts for car interiors. 
Spain-based Truck & Wheel Group 
announced plans to build its first U.S. 
parts plant in Tuscaloosa County, 
where it will employ 70 people. In Jef-

ferson County, Spain-based auto sup-
plier Grupo Antolin announced plans 
to invest $10.4 million in a manufac-
turing facility that will create 150 jobs 
by 2020. 

“The ripple effect is easy to see in 
terms of industrial development and 
general business indicators, but there 
are lots of other less quantifiable ef-
fects as well,” says Burwell. Cultural 
influence has also played a major role 
in shaping the state’s economy. 

“There is a large Korean cultural 
influence in Montgomery that was 
not there 15 years ago,” says Burwell. 

“The same goes for the German influ-
ence in Tuscaloosa. These have intro-
duced a lot of new ideas and smart 
people into our communities and our 
economy.”

Racing Toward Autonomy 
As technology-driven trends drive 

a new wave of transformation for the 
auto industry, real estate needs are 
shifting. Although autonomous ve-
hicles are not yet a common sight on 
today’s roadways, real estate profes-
sionals are already preparing for its 
potentially vast impact on the indus-
trial environment.

“The process of manufacturing an 
automobile has become more compact 
and requires less square footage,” says 
GADC’s Farris. “It’s a more technolo-
gy-driven process. Autonomous, con-
nected, electric and shared are where 
the industry is headed.”

Recent announcements from manu-
facturing giants are putting autono-
mous vehicles on the radar. In Sep-
tember, Intel announced it is working 
with Waymo, the Alphabet-owned 
self-driving car company, to help its 
vehicles reach level four and five au-
tonomy, or high automation and full 
automation, respectively. 

The announcement comes in the 
wake of other major events, including 
General Motors’ announcement that it 

can begin manufacturing autonomous 
vehicles for mass production pending 
regulatory approvals, and Volvo’s 
announcement to have all electric 
vehicles by 2020. Following the likes 
of companies like Tesla and Google, 
automakers are working to turn self-
driving vehicles from something out 
of a movie into reality. 

Throughout the Southeast, it’s clear 
the race to full autonomy is on. In 
2016, Ford announced plans to have 
fully autonomous vehicles in commer-
cial operation in 2021 in a ride-hailing 
or ride-sharing service. BMW is also 
on track to roll out self-driving cars by 
2021. Its $600 million investment will 
go toward production of future gener-
ations of the plant’s X models, that in-
clude electrified vehicles. In Alabama, 
Honda announced plans to invest $85 
million at its Lincoln plant in the first 
phase of a project to improve manu-
facturing flexibility and prepare for 
future technologies. 

According to Farris, the ripple ef-
fects from these trends will be felt all 
over the region. “The kind of labor 
that you need to produce an automo-
bile is going to be a lot different in the 
future,” says Farris. “It’s not going to 
be as much machine, or stamping and 
plating. It’s going to be more assem-
bly and trying to connect that vehicle 
to the outside world. n

LOCAL EXPERTISE. INTERNATIONAL REACH. WORLD CLASS.

lee-associates.com 

OUTSTANDING MARKET INTELLIGENCE IN  

OFFICE, INDUSTRIAL, RETAIL, INVESTMENT 

AND APPRAISAL TO MEET THE SPECIALIZED  

NEEDS OF OUR DIVERSE CLIENT GROUP.

In 2015, Mercedes-Benz announced plans to invest $1.3 billion to enhance the plant’s 

SUV Assembly Shop. The automaker opened its doors in Alabama in 1993.
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