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ANALYSIS

A Megaregion Fueled by Industrial Development Is
Emerging in the Southeast

The Interstate 85 Corridor Bene�ts From a Combination of Demand Drivers and
Infrastructure

Industrial development lines Interstate 85 just south of Charlotte Douglas International Airport. The corridor, which runs from
Durham, North Carolina, to south of Atlanta, is emerging as an industrial powerhouse. (Ryan Gwilliam/CoStar)
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CoStar Analytics
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The Interstate 85 Corridor that stretches from Atlanta to the North Carolina-Virginia

border is one of the fastest-growing parts of the country. The region is home to a

handful of booming metropolitan areas and is a major manufacturing and distribution

hub. With strong demographic growth, locational and infrastructure advantages and
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pro-growth government entities, the corridor is primed to emerge as a “megaregion”

over the next several years.

Economists have increasingly brought attention to megaregions, or clusters of cities

that have spread outward, converging with each other along infrastructure nodes. The

Boston-Washington, D.C., corridor along I-95 and the Chicago-Pittsburgh stretch that

runs along I-90 are the most established megaregions in the United States. However,

southward population shifts from these older regions have led to growth in Sun Belt

markets such as Atlanta; Charlotte; North Carolina’s Research Triangle regions of

Raleigh and Durham; and South Carolina's Upstate region, a manufacturing powerhouse

that includes the Greenville and Spartanburg metropolitan areas.

Back in 2014, urbanist Richard Florida identi�ed the “Charlanta” region of the Carolinas

and Georgia, roughly corresponding with the I-85 Corridor, as the nation’s third-largest

megaregion. The area encompasses markets that together total more than 22 million

people and have a gross domestic product as large as the entire country of South Korea.

Economic activity here is being concentrated around the interstate. The 33 counties

through which I-85 passes account for $543.5 billion in gross regional product,

representing roughly 43% of GRP in the three states, according to the most recent

estimates from the Bureau of Economic Analysis.

The area’s population is growing fast, too. Between 2010 and 2020, the corridor’s

population grew by 14.2%. That is nearly double the national growth rate during the

same period, and now makes up roughly a third of the three-state region’s population.

This population growth has coincided with a historic expansion of e-commerce demand,

leading to rapid growth in logistics and distribution space. The 40 million square feet

currently under construction in the 33-county corridor represents about 10% of all

industrial construction in the U.S.

As the growth of e-commerce and a new wave of demand for suburban housing are

poised to expand the urban boundaries of Southern metropolitan regions, the Charlanta
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corridor’s in�uence should continue to evolve and impact development trends,

particularly in the industrial sector.

Historically, this region was a hub for furniture and textile manufacturing, which drove

demand for smaller, specialized industrial buildings where production took place. Since

then, professional services-related industries grew around the region’s urban centers

while traditional manufacturing declined due to international competition.

North Carolina, for example, has shed 85% of its textile manufacturing jobs and 63% of

its jobs in furniture manufacturing since 1990, according to data from the North

Carolina Department of Commerce. At the same time, �nancial activities employment in

the state increased by 89%. This left an antiquated industrial inventory ripe for adaptive

re-use, and a growing group of high buying-power consumers in and around the

corridor’s major cities.

While about 24% of existing industrial inventory in the 33-county I-85 Corridor was

custom-built for specialized purposes, including manufacturing, only 8% of industrial

space currently under construction is specialized space, compared to 89% of under

construction space slated for warehouse or distribution purposes.
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The composition of this industrial inventory has also changed over time, highlighting

the shift from smaller manufacturing operations to distribution and larger

manufacturing plants. The average industrial building completed along the I-85

Corridor from 1990 to 2009 was roughly 50,000 square feet, while properties built since

2010 average 191,000 square feet. And developments are only getting larger, as

buildings currently under construction average about 321,000 square feet.

But the manufacturing sector along the I-85 Corridor is far from dead. In fact, much of

the industrial growth in the region is tied to advanced manufacturing, particularly as it

relates to the automotive industry. BMW opened a factory along the corridor in the

Spartanburg area in 1994. The Spartanburg plant has grown into the German

automaker’s largest production facility in the U.S. and has attracted suppliers to nearby

industrial properties.

While I-85 is an inland corridor, BMW's presence helps connect the corridor to global

supply chains. Inland ports in the Spartanburg and Charlotte areas connect to major

shipping channels through the ports of Charleston, South Carolina; Savannah, Georgia;

and Wilmington, North Carolina. In fact, more than half of the economic impact of
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South Carolina’s port system comes from users in the Greenville and Spartanburg areas,

near the I-85 Corridor, according to a University of South Carolina analysis.

Manufacturing and distribution demand has driven growth in industrial inventory in

Spartanburg, which has seen the �fth largest expansion of industrial inventory on a

percentage basis since the second quarter of 2018. More than 15.6 million square feet

has been added since that time, an 18.5% expansion of the market’s industrial inventory.

Further down the I-85 Corridor, the growth of e-commerce has spurred industrial

development in exurban Atlanta. The Gainesville, Georgia, area, at the northern edge of

the Atlanta metropolitan area, has seen a 20% expansion in industrial inventory, giving

it the fourth fastest-growing industrial inventory of any U.S. market on a percentage

basis.

On a nominal basis, Atlanta’s 47.6 million square feet of industrial space added since

2018 ranks Georgia’s capital �fth in the country for industrial inventory growth in that

time.

The I-85 Corridor in Northeast Georgia is also set to bene�t from the $5 billion SK

Innovation plant, which will serve as one of the largest hubs of electric vehicle
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RELATED RESULTS

manufacturing in the world. The South Korean company broke ground on the �rst plant

in 2019 and is expected to begin mass production at the Commerce site in 2022. At full

build-out, the plant is expected to create as many as 6,000 jobs.

In North Carolina, a rapidly expanding life science industry in the Raleigh and Durham

markets is expected to further increase industrial growth along the I-85 Corridor in

Greensboro. Since 2020, more than 4,300 life science jobs and nearly $4 billion in

investment has been announced in the Research Triangle region, the majority of which

can be contributed to biomanufacturing facilities. Increased need for supply chain

support is expected to change the face of industrial real estate in Greensboro and The

Triad, which has traditionally been composed of textile and furniture manufacturing.
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Rents Surge in These Often-Overlooked Southeastern Cities

Here’s Why Apartment Rents in the Sun Belt Are Rising So Fast

As the Sun Belt Booms, So Do Apartment Rents

Raleigh’s Suburbs See Rapid Multifamily Expansion

https://product.costar.com/home/news/952891204
https://product.costar.com/home/news/2004419657
https://product.costar.com/home/news/1892589634
https://product.costar.com/home/news/49928596
https://product.costar.com/home/news/114554672
https://product.costar.com/home/news/322210863


4/12/22, 11:20 AM A Megaregion Fueled by Industrial Development Is Emerging in the Southeast

https://product.costar.com/home/news/1970615210 7/7

Durham's Employment Recovery Is in Full Swing

Raleigh Employment Surpasses Pre-Pandemic Levels
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