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What are Tiers?
• A system for ranking and grouping counties

• Originally designed to award job creation tax credits to corporations

• Changed several times since inception in 1997
• Most recently in 2018 with removal of statutory adjustments

• Three components to Tiers
• Development Factors (metrics) to be used
• Calculation method for scoring and ranking county performance
• Assignment of Tiers based on rankings



Misconceptions of Tiers
• It’s an unquestioned measure of economic success/distressed

• No, mix of factors – some are causes, symptoms, or unrelated to economic success

• Impacts which counties are eligible for economic incentives
• No, incentives are available to all counties, although amounts can vary based on Tier

• Tiers are only used for economic development
• No, according to a PED study, 9 non-ED state programs used Tiers to distribute funds

• Tiers are only used within state government
• No, immeasurable numbers of entities and researchers use Tiers for various purposes



History of NC’s Development Tiers
• 1996 - Initially designed to represent economic distress

• Sole purpose to award eligibility for tax credits
• Measured: Unemployment rate, HH Income, Population Growth
• 5 Tiers ranked by distress

• 1997 - Preserved Tier 1 status for at least two years – repealed in 2018

• 2001 - Exemptions added for small counties & poverty – repealed in 2018

• 2007 - Added property tax & changed to 3 Tiers (supporting 3J tax credit program)

• 40 Tier 1 (most distressed), 40 Tier 2, 20 Tier 3 (least distressed)



Today’s Tier Methodology
• Development Factors

• Unemployment Rate (Oct 2022-Sep 2023, for 2024 Tiers)

• Population Growth Rate (2019-2022, excluding prison pop.)

• Median Household Income (2021)

• Adjusted Property Tax Rate Per Capita (FY 2023-24 adj property values / 2022 pop.)

• Calculation
• Each factor ranked among 100 counties
• Individual county rankings are summed 
• Totals are re-ranked 1 to 100

• Assignment
• Tier 1 = 40 lowest scoring counties (most distressed)

• Tier 2 = 40 next lowest scoring counties
• Tier 3 = 20 highest scoring counties (least distressed)



2024 Tiers
www.commerce.nc.gov/grants-incentives/county-distress-rankings-tiers
Published annually on or before November 30

http://www.commerce.nc.gov/grants-incentives/county-distress-rankings-tiers


Common Critiques of Tiers
• Development Factors

• Relevance/value of development factors themselves (causes vs symptoms of distress)

• Inconsistency of time periods used by development factors
• Non-taxed residential land can lower per capita property values

• Military bases, university housing, Native American land, etc. 

• Calculation
• Negligible differences in development factor measures can impact rankings
• Negligible differences in overall score can impact counties at the border of their Tier

• Assignment
• Wealthy communities can mask areas of poverty within a county
• Some feel the number of low- or high-performing counties does not reflect reality
• Creates equal number of “winners/losers” regardless of economic performance



Options for Addressing Tier Concerns
• Development Factors

• Utilize new metrics that consider causes of distress and within the same period
• Align metrics with economic goals for all counties 

• e.g. income, employment, job quality, skilled workforce

• Calculation
• Consider a new scoring system that appreciates differences in magnitude 
• Index county performance to the U.S. so all counties and NC can show progress

• Assignment
• Reconsider 40-40-20 Tiers or eliminate entirely and rely on index performance
• Utilize regional Tiers that reflect labor markets instead of counties
• Incorporate Tiers over 2+ years instead of annually



Tiers…

• Are less important to economic development than originally conceived

• Are used across a growing number and variety of programs

• Do not adequately represent ranking of economic health despite perceptions

• Have changed many times since inception



Thank you.
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