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States lose $50 billion
in revenue each yeatr,
institute’s report says

By PAUL CHESSER
Associate Editor
RALEIGH
s of August, 21 states, including
A North Carolina, had passed legis-
lation that brought their sales and
use tax laws into alignment with each other,
so merchants in their states could collect
levies on purchases made on the Internet.

Online retailing has flourished in re-
cent years, and because merchants don’t
have to collect sales taxes for states outside
of where they maintain their physical pres-
ence, governments say they are losing rev-
enue. They say consumers are shopping
less at local “brick-and-mortar” stores, in
favor of the convenience of browsing the
merchandise at home.

Now most states, pressed by traditional
retailers, are poised to get all vendors to
help them collect taxes on Internet transac-
tions, but first they need an act of Congress
in order to enforce their Streamlined Sales
and Use Tax Agreement.

Unenforceable use tax

Because rates and laws vary greatly
among states and their local governments,
collecting taxes based on where customers
live would be too heavy aburdenfor sellers,
according to two rulings by the U.S. Su-
preme Court. Internet retailers, for the most
part, don’t bother to charge for their cus-
tomers’ local sales tax, causing what brick-
and-mortar retailers say is an unfair com-
petitive advantage.

In most states, when a transaction’s
out-of-state sales tax is uncollectable, con-
sumers typically must pay a use tax on the
items they purchase. Citizens are required
to pay the tax on their end-of-year tax re-
turns, but state revenue officials and tax
experts consider the collection of such use
taxes as unreliable and unenforceable.

According to a report released in 2001
by the Institute for State Studies, state and
local governments” annual losses attributed
to e-commerce sales will rise to $45.2 billion
in 2006 and $54.8 billion in 2011.

In order to “stop the bleeding,” repre-
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States ‘Streamline’ Their Taxes for Internet Sales

sentatives from several states and businesses
began to develop a system in early 2000 that
would simplify, or “streamline,” the sales
tax system so states that conform could
collect levies on online purchases.

In late November 2002, after almost
two years of negotiating, 34 states and the
District of Columbia agreed to stipulations
inthe Streamlined Sales and Use Tax Agree-
ment. Soon thereafter states began intro-
ducing and passing legislation that changed
their sales and use tax laws to conform to
the particulars of the interstate pact.

Creating a streamlined system

Since there are about 7,500 state and
local taxing jurisdictions in the country,
streamlining their codes for retailers was no
easy task.

For example, members of the SSUTA
need to apply auniform definition for prod-
ucts that are sold, in order to determine
whether they are taxable. Designers of the
agreement determined, for example, that
items such as aprons, baby receiving blan-
kets, costumes, disposable diapers, and ear
muffs would be considered “clothing” for
consistent tax purposes. On the other hand,
belt buckles, costume masks, patches, and
sewing materials would not be defined as
clothing items. Meanwhile, whether
“goggles” qualify as protective equipment
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for work or for sporting purposes is up to
the retailer.

SSUTA members also must apply con-
sistent sourcing rules to determine under
which jurisdiction a sales tax would apply.
For items purchased at a store, the tax rate
at that business location applies. But if a
customer purchases an item in one jurisdic-
tion and it is then delivered to another
jurisdiction, the delivery address is the tax-
able source. The latter case applies whether
the purchase is made over the Internet, on
the telephone, or in a brick-and-mortar lo-
cation.

But uniformity rules are not carried
over to the tax rates among the states and
localities. States may have as many sales tax
rates as they have jurisdictions.

How does that make the collection of
sales taxes simpler, or “streamlined,” for
Internet retailers? SSUTA’s supporters say
that the agreement standardizes tax bases,
rules, administration, and collection, while
technology takes care of applying the ap-
propriaterates. Under the agreement, online
sellers would adopt technology provided
by aSSUTA governing board, which would
calculate the appropriate sales tax based on
the customer’s zip code. According to the
National Conference of State Legislatures,

Continued as “Streamlined,” Page 3
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North Carolina led
movement to bring
40 states into agreement

By PAUL CHESSER
Associate Editor
RALEIGH
orth Carolina helped pioneer the
N Streamlined Sales Tax Project, the
forerunner of the now established
Streamlined Sales and Use Tax Agreement.
The agreement now includes 40 states and
the District of Columbia as participants.

In 2000, Kansas, Michigan, Wisconsin
and North Carolina were allowed by their
elected officials to join in the pilot project,
which tested the technology that would
enable merchants to collect and remit sales
taxes for as many as 7,500 taxing jurisdic-
tions. The pilot also intended to:

* Evaluate efficiency and cost of the
planned SSUTA system.

* Determine feasibility on registration,
calculation, and reporting.

* Find ways to protect privacy of con-
sumers and businesses.

* Recommend laws and practices that
would reduce tax-compliance burdens for
customers and retailers.

According to the National Conference
of State Legislatures, the pilot has been a
success and now the SSUTA initial mem-
bers must put together a governing board
that will decide on a permanent system for
administrating the program. Members have
met three times this year to develop an
organizational structure for the board.

North Carolina enacted most of the
SSUTA into its laws during its 2001-02 leg-
islative session, and it finished adding com-
pliance language last year. It is considered
one of 21 states that are now compliant with
the agreement, while 19 other states are
committed to the agreement and moving
toward full participation.

North Carolina’slocal governments are
pressing hard for Congress to rubber-stamp
the agreement, which would then make
compliance for merchants mandatory. The
North Carolina League of Municipalities
says that by 2006, the state and local gov-
ernments could lose more than $1 billion in
sales tax revenues because federal law pro-
hibits the collection of sales taxes on out-of-
state transactions. CJ
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e As ofAugust, 21 states, including North
Carolina, have passed legislation that
brings their sales and use tax laws into
alignment with each other, so merchants in
their states can collect levies on purchases
made via the Internet. Page 1

NortH CAROLINA

e A federal indictment of former U.S. Rep.

Frank Ballance also alleges that others co-
operated with him in questionable finan-
cial transactions, one individual being State
Sen. Robert Holloman. Page 4

e State Rep. Paul Luebke, D-Durham, in-
troduced a bill earlier this year that would
prohibit consultants who advise the state
on economic incentive programs from ad-
vising businesses on how to obtain incen-
tives under those programs. Page 5

* Retired Raleigh lawyer Bernard Harrell
has asked the State Board of Elections to in-
vestigate Attorney General Roy Cooper’s
political campaign for not reporting in-kind
contributions from nine attorneys and their
law firms. Page 5

EbpucATtioN

* Seven North Carolina public schools
were named 2004 No Child Left Behind-
Blue Ribbon Schools by U.S. Department
of Education Secretary Rod Paige in mid-
September. Page 6

* A quote from D. H. Lawrence’s classic
essay, “The Rocking Horse Winner” may
well describe Gov. Mike Easley’s More at
Four pre-kindergarten program, designed

especially for “at risk” children, after it re-
ceived a $9.1 million boost in funds in this
year’s state budget. Page 7

* North Carolina students performed bet-
ter than expected on nationally standard-
ized tests, according to a new study that
ranks states and students by a composite
“teachability index.” Page 8

HiGHER EDUCATION

* High-level administrators at the North
Carolina School of the Arts engaged in
“willful, deliberate and intentional” viola-
tions of North Carolina law in what State
Auditor Ralph Campbell described as
“similar to the debacle at Enron.” Page 10

e With universities focused on multicultural
and cultural-diversity requirements, a na-
tionwide movement has grown to try to
bring the traditional liberal arts and West-
ern civilization back to academe.  Page 11

e After a search marked by secrecy, North
Carolina State University has a new chan-
cellor — someone who is quite familiar with
the institution. Page 12

* George Leef explains how the University

of North Carolina at Chapel Hill could

show real leadership among universities.
Page 12

LocAL GOVERNMENT

* The Alamance County Board of Commis-
sioners rescinded its approval and prohib-
ited its county manager from investigating
a public-private partnership that could cre-
ate a multimillion-dollar revenue stream for
the county. Page 14
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* Even by the standards of North Carolina’s
largest city and county, Charlotte and
Mecklenburg County have recently faced a
large number of requests for assistance in
financing high-visibility projects. Page 15

* One of North Carolina’s fastest growing
counties, Cabarrus County, is quadrupling
its home-building fee. Page 16

¢ An interview with Alan Charles Kors,
cofounder of the Foundation for Individual
Rights in Education. Page 17

THE LEARNING CURVE

* A review of the book Against Leviathan:
Government Power and a Free Society by Rob-
ert Higgs. Page 18

* Reviews of the books Protecting America’s
Health: The FDA, Business, and One Hundred
Years of Regulation by Philip Hilts, and Gov-
ernment Failure: E. G. West on Education by
James Tooley and James Stanfield. Page 19

OPINION

* Roy Cordato writes that the Selective Ser-
vice System would be more likely revived
under a Democratic administration rather
than under a Republican administration.
Page 20

* An editorial on recent court decisions af-
fecting economic development incentives
and private property rights. Page 20

PartiNG SHOT
* CJ parody: Given the plight of Yankees

in North Carolina, UNC-CH proposes a
minor in Yankee Studies. Page 24

Locke Foundation to Have Christmas Party in December

onyour festive attire and celebrate
D the season with an evening of holi-

day cheer, delightful entertain-
ment, and wonderful surprises sure to knock
conventional wisdom on its ear.

On Thursday night, Dec. 9, the John
Locke Foundation will host “A Little Night
Music” at the North Ridge Country Club in
Raleigh. Many surprise special guests from
around the Triangle will join in an evening
of singing, dancing, and all-around talented
musicianship.

Hors d’oeuvres and refreshments will
be served at 7 p.m. Entertainment and des-
sert will follow at 8:30 p.m.

Gold-level sponsorships for the event
are $5,000, silver-level are $2,000, and
bronze-level are $1,000. Individual tickets
cost $50.

For more information, call Paige Hol-
land Hamp at (919)602-5093. To make res-
ervations online, go to www johnlocke.org/
events.

Fred Barnes of Fox News in January

In January the Locke Foundation will
host a luncheon featuring Fox News Chan-
nel political analyst Fred Barnes, who is
also executive editor of The Weekly Standard.

The Standard, cofounded by Barnes, is a
leading conservative magazine that began
publication in September 1995.

Barnes is also cohost, with Morton
Kondracke, of “The Beltway Boys” on the
Fox News Channel. He also appears regu-
larly on Fox’s “Special Report with Brit
Hume.”

Barnes has appeared on “Nightline,”
“Meet the Press,” “Face the Nation,” and
“The McNeil-Lehrer News Hour.” From
1988 to 1998, he was a regular on “The

Journalist and TV personality Fred Barnes

McLaughlin Group,” where he was known
for his humor and sharply worded ex-
changes with the other panelists.

Insight magazine said Barnes was “a
trendsetter... Withoutslitting a single throat
or having to change his hat size, he has
quietly become one of Washington’s most
prominent pundits.”

In 1984, Barnes was chosen as a panelist
for the first nationally televised debate be-
tween President Reagan and Walter
Mondale after more than 100 journalists
had been vetoed by the two campaigns.

Barnes is a graduate of the University
of Virginia and was a Neiman Fellow at
Harvard University. He covered the Su-
preme Courtand White House for The Wash-
ington Star before joining the Baltimore Sun
in 1979, where he was the Sun’s national

political correspondent. He also wrote the
“Presswatch” media column for The Ameri-
can Spectator. From 1985 to 1995, he was
senior editor and White House correspon-
dent for The New Republic. Barnes has writ-
ten for Reader’s Digest (for whom he is a
roving editor), The Public Interest, Policy
Review, Virginia Quarterly Review, The New
York Times, The New York Times Review, The
Wall Street Journal, Washingtonian, The Spec-
tator, and both The Sunday Telegraph and
Sunday Times of London, The National Inter-
est and International Economy.

The date, time, and location of the lun-
cheonhad notbeen setby press time. Watch
for future information coming in next
month’s issue of Carolina Journal or at
www john locke.org/events.

“Carolina Journal Radio”

The staff of Carolina Journal co-produces
a weekly newsmagazine, “Carolina Journal
Radio,” which appears in syndication on 20
radio stations across North Carolina. You
can visit CarolinaJournal.com to locate an
affiliate in your area. Also, subscriptions to
amonthly CD containing selected episodes
of the program are available by calling (919)
828-3876.

Shaftesbury Society

Each Monday at noon, the John Locke
Foundation plays host to the Shaftesbury
Society, a group of civic-minded individu-
als who meet over lunch to discuss the
issues of the day. The meetings are con-
ducted at the John Locke Foundation of-
fices in downtown Raleigh at 200 W. Mor-
gan Street, Suite 200. Parking is available in
nearby lotsand decks. a
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Streamlined Sales Tax Agreement: Competition or Collusion?

Continued From Page 1

once the agreement is in place, “all mer-
chants that collectsales taxes using the state-
certified technology would be held harm-
less for any miscalculations.”

Competition or collusion?

Critics of the SSUTA say the deal, and
its governing board, would discourage tax
policy competition and strip states of their
sovereignty. Veronique de Rugy, a fiscal
policy analyst for the Cato Institute, a free-
market think tank in Washington, D.C,,
calls the agreement “OPEC for politicians.”

“This project is really about creating
more sources of revenue for the states by
allowing them to start taxing income earned
outside of the borders of their state,” she
wrote in a November 2002 article.

If Congress made the SSUTA manda-
tory for all participating states, states could
coerce merchants outside their boundaries
to collect and remit taxes, and be subject to
penalties, audits, and lawsuits. Legislation
with bipartisan sponsorship is pending in
committees in both the U.S. House and the
Senate.

“Make no mistake: Under the cover of
the [SSUTA], states and local governments
are asking Congress to lift the restriction
that forbids them to tax extraterritorial in-
come earned by remote sellers,” de Rugy
wrote. “The extension of sales-and-use taxes
to out-of-state sales, no matter how simpli-
fied and harmonized, represents a huge
threat to taxpayers and economic prosper-
ity.”

Opponents say the SSUTA applies an
archaic system for sales and use taxation
and applies it to the modern, technology-
driven economy. “Simplifying” it doesn’t
seem possible, they say.

“Evenifthis claimis taken atface value,”
wrote Adam Thierer, director of Cato’s tele-
communications studies, “itisimportant to
understand that the simplification process
which these groups advocate is, in reality,
an attempt to create a collusive multi-state
tax cartel.

“Such aresult would betray the Found-
ing Fathers’ intended model of competitive
federalism and would greatly discourage
tax competition between the states. In that
sense, such ‘simplification’ proposals can
be seen as little more than an attempt to
create an Articles of Confederation-style
tax system for e-commerce.”

SSUTA raises questions about overall
taxation on the Internet as well, Thierer
said, such as whether it is the consumer or
the seller that is being taxed. He suggested
four guiding principles for Internet tax
policy:

* Noredundant or discriminatory taxa-
tion: no taxes on the service itself, nor levies
that overlap each other.

* No taxation without representation:
“companies should only be required to pay
taxes in those jurisdictions where they have
a substantial physical presence or ‘taxable
nexus’”

* Promote tax competition, not collu-
sion: “state and local governments should
not be allowed to establish collusive tax
regimes which discourage vigorous inter-
state tax competition”

* Protect consumer privacy: tax collec-
tion systems should not trace electronic
transactions.

A conspicuously absent state

Not surprisingly, one of the few states
avoiding the SSUTA (as of September, 40
states had signed on to some degree or
another, while five states have no sales tax)
is Colorado, which is known for the most
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Colorado Gov. Bill Owens

Is the SSUTA revenue-neutral?

* No. The SSUTA’s goal of $440 billion in “new revenue”
over 10 years would negate one-third of President
Bush’s federal income tax cut of 2001.

The Streamlined Sales and Use Tax Agreement

Questions About the Plan, and Answers from Colorado Gov. Bill Owens, a Critic, and
the National Conference of State Legislatures, a Supporter

National Conference of State Legislatures

revenue-neutral.

Will the SSUTA simplify tax compliance for America’s merchants, as its proponents suggest?

* Yes, if a state so decides. Each state legislature has
the authority to make its participation with the SSUTA

* No. SSUTA would preserve many of the current com-
plexities of calculating and collecting sales taxes and
add new ones. A merchant would be subject to up to
7,500 different tax rates on transactions with consumers.

complexity.

Does the SSUTA pose threats to consumer privacy?

what they purchase.

* Yes. The SSUTA proposes one or more third-party tax
collection agents, who will gain automatic access to con-
fidential information about individual consumers and

Will the SSUTA require your state to forfeit sovereignty over tax policy in your state?

* Yes, even if the states did nothing more than adopt
the proposed administrative changes contained in the
SSUTA, all vendors would enjoy reduced compliance

* No, the SSUTA provides that a certified service pro-
vider “shall perform its tax calculation, remittance,
and reporting functions without retaining the identifi-
able information of consumers.”

oversight of a “governing board.”

* Yes. The SSUTA creates the U.N. of state tax policy. It
requires each state to submit its sales tax system to

Is the SSUTA consistent with the Constitutional doctrine of federalism?

* No, compliance to the SSUTA is optional for a state.
The decision to comply with the provisions of the
SSUTA can only be made by each state legislature —
and they can withdraw at any time.

nesses and citizens.

* No. The SSTP would allow participating states to foist
their tax and regulatory burdens upon out-of-state busi-

Will the SSUTA reduce tax policy competition between states?

* Yes. The SSUTA rewards the least competitive states
by allowing them to “dumb down” the tax code.

Will the SSUTA impede the success of the technology revolution?

and stifle technological innovation.

* Yes. Attaching tax burdens to each online transaction
will inhibit people’s access to and use of Internet content

Will the SSUTA hurt citizens more than others?

¢ Yes. New on-line transaction taxes will disproportion-
ately punish rural, handicapped or even elderly buyers
who cannot easily substitute on-line transactions with
traditional purchases at brick-and-mortar retailers.

online.

Will the SSUTA create equity between brick-and-mortar and on-line retailers?

* Yes, the SSUTA is voluntary for states and mer-
chants. This is not a mandatory compact or violation
of the Commerce Clause of the Constitution.

* No, the state legislature in each SSUTA state will
decide what is taxed, who is exempt and at what rate it
taxes transactions.

* No, the SSUTA provides for technology that will not
add any additional forms for the online buyer to com-
plete. The information the buyer provides for the deli-
very or payment of the product is sufficient to deter-
mine the correct sales tax.

* No, all buyers in a state that complies with the
SSUTA will pay the same sales tax on a transaction
regardless if it occurs in a brick-and-mortar store or

nefits.

* No. SSUTA might create equal tax rates for on-line and
brick-and-mortar transactions, but creates new inequities
in compliance costs and in the availability of certain be-

* Yes, all transactions regardless of the way they are
purchased will be treated the same under the SSUTA
and all retailers will receive reasonable and adequate
compensation to cover the costs of collection.

stringent tax expenditure limit in the coun-
try, the Taxpayer’s Bill of Rights. By most
measures Colorado’s TABOR has been the
most effective tax or expenditure limitation
in the nation, successfully restraining the
growth of government and returning ex-
cess tax revenues to its citizens.

Colorado’s Gov. Bill Owens, who has
been TABOR's biggest cheerleader inside
and outside his state, has also become one
of the most recognized critics of the SSUTA.

In June 2003 Owens released a report
through a think tank he founded, the Cen-
ter for the New American Century, which
raised nine problems with taxation on
Internet sales.

Chiefamong Owens’s complaints about

the SSUTA are that it is essentially a tax
increase, and that despite its “simplifica-
tion” claims, the agreement “foists national
sales tax collection obligations upon each
merchant in America while preserving for
each local government in the country its
own distinct tax rate.”

Based on a study by two University of
Tennessee professors, the SSUTA could
collect an additional $440 billion over the
next 10 years if it is implemented over all e-
commerce.

“Because [SSUTA] takes a broad view
of taxable goods,” Owens wrote, “addi-
tional hidden tax increases could lurk in the
esoteric details of the [agreement]. States
that currently exempt certain goods from

taxation could be forced to extend sales
taxes to currently untaxed products, as an
example. And all caps that limit sales tax
liabilities would be eliminated.”

Owensalsosaysthatthe effort to stream-
line, or simplify, across thousands of tax
jurisdictions presents inherent conflicts with
efforts to preserve state and local sover-
eignty over tax policies.

“...A merchant will have to calculate
up to 7,500 different tax rates on transac-
tions to consumers,” Owens wrote. “An
Internet or catalogue merchant that opts to
perform tax collection functions itself will
be subject to 46 different audits...each year
to ensure the merchant is properly collect-
ing and remitting its taxes.” qJ
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Around the State

e North Carolina should fund
repairs of its deteriorating state high-
ways not with new taxes but by
ending wasteful road projects, ac-
cording to a comprehensive new
John Locke Foundation report on
highway expenditures and priori-
ties.

The study reviewed 349 major
road projects constructed between
1990 and 2003. About $2.5 billion
was spent on projects of question-
able value, concluded study author
David T. Hartgen, a professor at the
University of North Carolina at
Charlotte. If that money had been
used for road repairs instead, the
state’s highway maintenance bud-
get could have been 40 percent
higher without raising taxes, he
found. Major road projects include
freeway and arterial widenings, new
freeways and arterials, and new ex-
itsand climbinglanes. These projects
cost about $7.3 billion, about one-
third of the state’shighway program
of $20.5 billion since 1990. These ex-
penditures increased by 206 percent
over 13 years.

On average, the major highway
projects cost about 2.7 cents per ve-
hicle-mile, but they varied widely in
effectiveness. Some—suchas climb-
ing lanes, urban arterial widenings
and urban freeway widenings —
were generally worthwhile, Hartgen
found. But others—new exits on ru-
ral freeways, new rural four-lane
arterials and some new freeways—
were of questionable worth.

If the projects costing more than
5.3 cents per vehicle-mile (a stan-
dard roughly two times the state
average) had been delayed or de-
leted, about $2.5 billion would have
been saved, he said.

“Forjustnine percent of the capi-
tal budget, the state’s deteriorating
road conditions could have been
reversed,” Hartgen said. “Essen-
tially, we fiddled while Rome
burned.”

The study showed that cost-ef-
fective and cost-ineffective projects
were constructed all over the state.

“We need to spend our high-
way dollars more wisely, not ask
our taxpayers for more of their
money,” Hartgensaid. “North Caro-
lina no longer has the luxury of dis-
tributing road funds without regard
to need.”

The study also found that the
state’s focus on major projects di-
verted attention and money away
from repair needs, allowing the sys-
tem to deteriorate even asnew roads
were added. During the 1990s, the
state’s roads worsened from eighth
best nationwide to 36th, according
to Hartgen’s analysis. By 2002, the
state’s rural interstates were rated
44th nationwide, urban interstates
42nd, and rural arterials 45th, the
study found.

The study calls for focusing the
state’s highway program more on
maintenance needs funded by sav-
ings from better selection of major
projects according to cost-effective-
ness rather than the geographic cri-
teria presently used. It calls on the
General Assembly to increase long-
term highway maintenance fund-
ing by about 40 percent.

The full report can be viewed on
the Internet at www.johnlocke.org.
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Holloman received funds, failed to file IRS returns

State Senator Named in Ballance Indictment

By DON CARRINGTON
Associate Publisher
RALEIGH
federal indictment of former U.S.
A Rep. Frank Ballance Jr. of
Warrenton also alleges that other
people and groups cooperated with Ballance
in questionable financial transactions. One
person featured prominently in the indict-
ment was State Sen. Robert Holloman of
Ahoskie.

In early September a federal grand jury
indicted Ballance on charges of conspiracy
to commit honest services mail fraud, mail
fraud of money, and money laundering.
The indictment also noted that Ballance’s
foundation failed to timely file annual fed-
eral taxreports. Hisson, N.C. District Court
Judge Garey M. Ballance of Norlina, was
indicted on a charge of failure to file a
federal income tax return for 2000.

The federal investigation of the
Ballances stemmed from news reports and
a scathing review of the John A. Hyman
Memorial Foundation by the State Auditor’s
Office in October 2003. The former 1st Dis-
trict congressman helped start the nonprofit
drug-abuse prevention and treatment pro-
gram in Warrenton and served as its board
chairman. Whilein the state Senate, he chan-
neled more than $2 million in state grants to
the organization.

Holloman’s wife, Velma Holloman, isa
Hyman Foundation board member.

Holloman was elected in 2002, taking
the state 4th District Senate seat vacated by
Ballance. He is also pastor of Nebo Baptist
Church located just outside Murfreesboro.
Nebo was a significant beneficiary of the
Hyman Foundation and other funds se-
cured by Ballance.

The indictment listed Hyman Founda-
tion grants to Nebo totaling $218,000 from
1994 to 2002. In addition, according to the
indictment, Ballance secured special appro-
priations of $100,000 in 2001 and $75,000 in
2002 for a “community program in
Northampton County that works with sub-
stance abuse offenders.” The funds ended
up at Nebo Baptist Church. In total, the
indictment documented $393,000 that
Holloman’s church received through the
efforts of Ballance.

The indictment also described a trans-
action between Ballance and Holloman on
Dec. 31, 2002. On that date Ballance wrote a
$25,000 Hyman check to the Nebo Roads
Program. In the memo portion of the check
Ballance wrote “mini grant/ loan.”

Ballance then told Holloman, who had
justbeen elected to the Senate, that if Hollo-
man was able to get a seat on the Justice and
Public Safety subcommittee and write his
own appropriation for Nebo, the payment
would be considered a loan and needed to
be paid back. If a continuing appropriation
was not provided to Nebo, Nebo could
consider the $25,000 payment a grant from
the Hyman Foundation.

Holloman did obtain a seat on the com-
mittee and was named vice chairman by
Senate leader Marc Basnight. According to
theindictment, Nebo did notreceive a grant
from the committee because of the growing
negative publicity about the Hyman Foun-
dation.

In a phone interview, Holloman told
Carolina Journal that he had not read the
Ballance indictment and was unaware that
the document contained significant refer-
ences to him.

How was the money spent? “On drug
prevention,” he said, and specifically “a
counselor and space for a building.” Asked
whether his church was paid rent, Hollo-
man answered, “Yes.” Buthe said, “Itismy
understanding that we have not done any-

State Sen. Robert Holloman, D-Hertford

thing illegal or wrong.”

Asked about the $25,000 minigrant-loan
agreement with Ballance, Holloman said
the idea was Ballance’s. Asked whether he
thought the deal was ethical, Holloman
said that it did not raise any ethical con-
cerns and that he did not realize what Bal-
lance was setting up. And what did Hollo-
man think of Ballance’s indictment? “Thave
no comment,” he said.

Late tax returns, like Ballance

Like Ballance, his predecessor in the
state Senate, Holloman failed to timely file
federal tax forms for the Nebo Family Life
Center, a state-funded nonprofit organiza-
tion that he runs. Holloman was a full-time
state employee, the pastor of his church,
and a Hertford County commissioner at the
time his nonprofit received two state grants
totaling $175,000.

Holloman also failed to file financial
statements with the Joint Legislative Com-
mission on Governmental Operations and
the State Auditor’s Office as state law re-
quires for organizations receiving more than
$25,000 a year. The financial information he
eventually did file with the IRS is inconsis-
tent with information CJ obtained from the
N.C. Department of Correction, the agency
that wrote him the checks.

Holloman said he could not explain
details of how the $175,000 was spent be-
cause “most of our stuff is with the Justice
Department.” Holloman had been called to
testify to a federal grand jury in the investi-
gation of Ballance and the Hyman Founda-
tion. Holloman said he would provide in-
formation to CJ when he retrieved his files
from the Justice Department.

According to an overview of the 2001
legislation session prepared by the Fiscal
Research Division, the General Assembly
appropriated $100,000 for the fiscal year
beginning July 1, 2000 and $75,000 for the
year beginning July 1, 2001, for a “commu-
nity program in Northampton County that
works with substance abuse offenders.”
Holloman confirmed to CJ that the funds
went to the Nebo Family Life Center.

While the language in the legislation
implies the funding is for people actually
convicted of drug offenses, Holloman indi-
cated to CJ the program s for all people. The
IRS documents he filed also indicated thata
large part of the money spent by Nebo was
for teen-age pregnancy counseling.

According toIRSrules, anonprofit must
file a return if the organization has annual
gross receipts of more than $25,000.

On Oct. 27, 2003 the IRS received re-
turns from Nebo for the calendar years
1999,2000, 2001, and 2002. The returns were

Former U.S. Rep. Frank Ballance

postmarked Oct. 24, 2003 — coincidentally
two days after State Auditor Ralph
Campbell, Jr. released his scathing audit of
the Hyman Foundation.

The IRS Form 990, Return of Organiza-
tion Exempt From Income Tax, is due at the
IRS 5 1/2 months after the close of an
organization’sselected reporting year. Since
The Nebo Family Life Center uses the calen-
dar year, all four years were late.

Holloman said he filed the forms late
because, “we finally got it together and got
itin. This was something new to us. We do
nothavealotof professional people. We are
trying to help people and we got people
volunteering and we just got everything
together we needed to do and filed it.”

Holloman also could not explain why
he listed the state funds as direct public
support instead of government grants on
the 2000 return. He also could not explain
why he showed revenue only in the year
2000 even though the $75,000 state grant
came the following year.

The IRS forms also reflect compensa-
tion paid to all seven board members. The
amount varied from year to year. In 2002
Holloman received $2,400; board member
Roger Eason of Murfreesboro received
$9,325; and board member Lois Bradley of
Woodland received $18,500.

Before he was elected to the Senate,
Holloman was a state employee. He started
work with state government in October
1984. When he leftin December 2001 he was
with the Department of Crime Control and
Public Safety as a community service area
supervisor in Winton. In early 2002 he filed
for the 4th District Senate seat Ballance va-
cated to run for Congress. In addition to his
state governmentjob, Holloman waselected
twice to the Hertford County Board of Com-
missioners. He served from 1992 to 1996
and from 2000 to January 2003, when he
resigned to take his Senate seat.

Holloman's current legislative district
includes all or parts of Gates, Halifax,
Hertford, Northampton, Vance, and War-
ren counties. He won the Democratic pri-
mary this year and is unopposed in the
November general election. His district for
2004 has changed and includes all of Bertie,
Chowan, Gates, Halifax, Hertford,
Northhampton, and Perquimans counties.

When the Ballance indictment was an-
nounced, U.S. Attorney Frank Whitney said
the investigation would continue.

State Auditor spokesman Dennis
Patterson told CJ that if a nonprofit organi-
zation received money directly from the
state, the law allows the State Auditor’s
Office to inspect the organization’s finan-
cial records.

“If there is a complaint, it is something
we may look at,” he said. q
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Durham Lawmaker Wants to End Conflict of Interest on Incentives

By PAUL CHESSER
Associate Editor
RALEIGH
tate Rep. Paul Luebke, D-Durham,
S introduced a bill earlier this year
that would prohibit consultants who
advise the state on economic incentive pro-
grams from advising businesses on how to
obtain incentives under those programs.

The proposed legislation, in this year’s
short session of the General Assembly, was
left for dead in the House Rules Committee
while more urgent issues such as budget
adjustments were addressed. But Luebke
said he will reintroduce the bill in 2005 if he
is re-elected, which is likely.

“I...had no time to “work it’ (this year),
either to find cosponsors or to ensure that
the bill had a hearing before an appropriate
committee,” he told Carolina Journal.

Advising, then benefiting, illegal

Thebill would makeillegal for a person
or business that advises the state “on the
creation or substantial modification of an
economic developmentincentive program”
to, within two years of the establishment of
that program, advise a business or indi-
vidual that seeks to benefit from those new
incentives. A violation would be classified
as a misdemeanor, and anyone convicted
under the law would forfeit the compensa-
tion it received from both the state and the
business it advised, and would be forbid-
den from advising the state or abusiness for
two years after its conviction.

Luebke devel-
oped the bill after CJ
reported that ac-
counting firm Ernst
& Young advised of-
ficials in North
Carolina’s Depart-
ment of Commerce
on the structure of
its economic incen-
tives, then repre-
sented Time Warner,
Inc. as the cable gi-
ant sought to obtain
the brand-new tax

ment, essentially
working both ends
of the issue.

At the time, the
media giant
planned to create a
campus of 1,100
employees in Char-
lotte for its cable
operations. The
Charlotte Observer
reported that Time
Warner’s project
depended on legis-
lative approval of

breaks offered by the the program and

state. that the company
“In my judg- could reap as much

ment, making as $55 million in in-

money from both centives.

sides of the streetis a Rep. Paul Luebke, D-Durham Mediascrutiny,

conflict of interest,” and anadmissionby

Luebke said. “Such
a conflict should be prohibited, and that’s
why I introduced the legislation.”

Ernst & Young established a cozy rela-
tionship with state officials through an in-
centives bill it helped create in 2001, the
N.C. Economic Stimulus and Job Creation
Act. The Department of Commerce hired
Ernst & Young to study incentives in South-
eastern states, and its findings were a sig-
nificant contribution to the new bill. It was
enacted into law in 2002.

As the law was developed, Ernst &
Young also advised Time Warner Inc. on
how to extract incentives from the depart-

Lawyer Wants Cooper Investigated

By DON CARRINGTON
Associate Publisher
RALEIGH
etired Raleigh lawyer Bernard
R Harrell has asked the State Board
of Elections toinvestigate Attorney
General Roy Cooper’s political campaign
fornotreporting in-kind contributions from
nine attorneys and their law firms.

According to his September letter,
Harrell thoughtit was incumbentuponhim
to call “attention to what appear to be sub-
stantial and continuing violations of the
campaign laws of North Carolina.”

In the November 2000 election the Coo-
per Committee ran campaign ads about the
Republican candidate, Raleigh lawyer Dan
Boyce, that members of the Boyce’s law
firm said were untrue. As a result, Dan
Boyce and three members of his firm filed a
lawsuit in Wake County Superior Court
against the Cooper Committee. The case,
which has been going on for four years, is
currently at the N. C. Court of Appeals for
the second time. The legal work questioned
by Harrell was work done by the nine law-
yers from three law firms that have de-
fended the Cooper Committee.

Specifically Harrell claims that corpo-
rations or business entities like limited li-
ability partnerships (LLPs) cannot make
contributions to political campaigns, and
that the Cooper Committee has failed to
report any in-kind legal services from the
three law firms or the nine lawyers.

Harrell said the lawyers cannot be clas-
sified as volunteers if their law firms were
paying them for their hours on the case.

The individual lawyers and law firms
providing in-kind services listed by Harrell
were: Jim W. Phillips, David Kushner, and
Henry E. Frye of Brooks, Pierce, McLendon,
Humphrey & Leonard, LLP in Greensboro;
Allison Vanlaningham, James G. Exum, and
Alan W. Duncan of Smith, Moore LLP in

Greensboro; and Walter E. Dellinger, Matt
Shores, and Pam Harris of O'Melveny &
Meyers, LLP in Washington, D.C.

In addition, Harrell claimed in the let-
ter that Cooper hired two of the above law
firms torepresent the state while those firms
or their lawyers were providing the in-kind
legal services to his campaign committee.
Walter Dellinger represented the state in
the congressional reapportionment case
with the state of Utah. The Books, Pierce
law firm represented the state in the Blue
Cross conversion matter.

Cooper faced Republican Joe Knott for
re-election. Cooper’s campaign manager,
Steven Bryant, told C] he was not aware of
the allegations and asked CJ to fax the docu-
ment. CJ then received the following state-
ment from John R. Wallace, counsel for The
Cooper Committee: The law is consistent
on this issue and the committee has fol-
lowed the law initsreporting requirements.
The legal costs in this case are being paid by
private insurance. The premise of the letter
to the Board—thatlawyers are contributing
services—is wrong. This lawsuit has been
going on for almost four years and it’s obvi-
ous why this issue has been raised so close
to the 2004 election.”

However, Wallace’s explanation only
spurred more questions from Harrell, who
brought them to the attention of the board
in a followup letter.

“If the Campaign Committee itself is
notan owner, or anamed insured under the
policy, any defense provided to it would
not be paid by insurers,” Harrell wrote.
“On the other hand, if insurers are provid-
ing policy benefits and indemnity to the
Committee, they are clearly making a “con-
tribution’ to the campaign. If legal services
are being provided to the Committee with-
out charge, either by the insurers or by
insurance-paid attorneys, both instances
mightbe violations of the electionlaws.” ¢y

a Time Warner offi-
cial that the company had already decided
to come to Charlotte, apparently thwarted
the deal to get incentives. However, the
company announced in March 2004 that it
would expand in Charlotte, adding 350 new
jobs. Time Warner could receive up to $4.2
million in incentives related to the expan-
sion.

‘Cash cow’ a factor
Luebke also cited a CJ report about

large corporations literally treating state
governments as “cash cows” as an inspira-

tion for drawing up his bill. The story told
of how companies such as Microsoft,
Boeing, and Wal-Mart were exchanging
ideas about how to extract as much incen-
tive money as possible from governments
as conditions for establishing operations in
their jurisdictions.

Comments drawn from a Microsoft
PowerPoint document revealed a cynical
attitude and a willingness to “milk the sys-
tem,” said Luebke and Republican State
Rep. Paul Stam of Raleigh in May.

“I think referring to government as a
cash cow is a very cynical way tolook at the
50state governments,” Luebkesaid. “Many,
if not all of them, are acting in good faith
with the corporate sector.

“Itdoesn’tsurprise me that [businesses]
would come together to trade notes. But it
does strike me as cynical that the hard-
earned and reluctantly paid taxes are there
for the pickin.”

Luebke said he might try to add on to
this year’s version of the conflict-of-interest
bill, in order to address problems of eco-
nomic conflict for state legislators “who
hold substantial stock inbusinesses thatare
affected by legislation.” He said the new
bill would prevent a conflict for a member
of the General Assembly who might vote
on a bill that likely affects the finances of a
company that the lawmaker is invested in.

“The voters of North Carolina do not
want special economic interests gaining an
unfairadvantagein thelegislature,” Luebke
said. “My bill would reduce that advan-
tage.” cy
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— Carolina Journal Radio.

For more than 12 years, Carolina Journal/has provided its
thousands of readers each month with in-depth reporting,
informed analysis, and incisive commentary about the most
pressing state and local issues in North Carolina. With a
particular emphasis on state government, politics, the General
Assembly, education, and local government, Carolina Journal
has offered unique insights and ideas to the policy debate.

Now Carolina Journalis taking its trademark blend of news,
analysis, and commentary to the airwaves with a new program

A weekly, one-hour newsmagazine, Carolina Journal Radio
is hosted by John Hood, publisher of Carolina Journal, and
features a diverse mix of guests and topics. Education reform,
tax policy, the state legislature, affirmative action, air pollution,
freedom of the press and the courts — these are just a few of
the subjects that Carolina Journal Radio has tackled since
the program began production in May.

Currently broadcast each weekend on 20 commercial radio
stations — from the mountains to the coast — Carolina Journal
Radio is a one-of-a-kind program that seeks to inform and
elevate the discussion of North Carolina most critical issues,
and to do so in a fair, entertaining, and thought-provoking way.

For more information or to find an affiliate of Carolina Journal
Radlo in your community, visit www.CarolinaJournal.com.
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Textbook adoption

Textbook adoption, the process
of reviewing textbooks according
to state guidelines and mandating
specific books that schools must
use, or lists of approved textbooks
thatschools must choose from, con-
sistently produces second-rate text-
books that replicate the same flaws
and failings. So says a study re-
leased in September by the Tho-
mas B. Fordham Institute, which
found that the 21 states that use
textbook adoption perform poorly
onnational tests. Marketincentives
caused by the adoption process are
so skewed that lively writing and
top-flight scholarship are discour-
aged. Everyindividual analystand
expert panel that has studied
American K-12 textbooks has con-
cluded that they are sorely lacking
and that the adoption process cries
out for reform, said the report’s
authors, Chester Finn and Diane
Ravitch.

Thestudy found that: Textbook
adoptionhasbeenhijacked by pres-
sure groups; textbooks are judged
not by their style, content, or effec-
tiveness, but by the way they live
up toabsurd sensitivity guidelines;
the adoption process encourages
slipshod reviews of textbooks writ-
ten by anonymous development
houses, according to paint-by-
numbers formulas; and textbook
adoption created a “textbook car-
tel” controlled by a few compa-
nies.

Finn and Ravitch say there is
no evidence that textbook adop-
tion contributes to increased stu-
dent learning. In fact, the vast ma-
jority of states thatadopt textbooks
are also in the bottom half of all
states in NAEP reading and math
scores.

Vouchers and graduation

A new study conducted by a
leading national authority on high
school graduation rates finds that
Milwaukee students using vouch-
erstoattend privateschools gradu-
ate high school athigher rates than
students attending the city’s pub-
lic schools.

The study, by Manhattan In-
stitute researcher Jay P. Greene,
also finds thatstudents using school
choice in Milwaukee have higher
graduation rates than students in
selective Milwaukee public high
schools whose students are likely
to be more advantaged in their
background characteristics.

While early high-quality re-
search on the Milwaukee Parental
Choice Program suggested that
participating students had higher
educational outcomes, it has been
almost a decade since those early
evaluations, and critics have con-
tinued to question whether the pro-
gram provides students with bet-
ter educational opportunities. The
Greene study, sponsored by School
Choice Wisconsin, calculates
graduation rates for choice students
and students remaining in public
schools in order to provide new
evidence on whether Milwaukee’s
voucher programbenefits students
academically. cJ
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Education as a 2004 No Child Left Behind - Blue Ribbon School.

NC Schools Awarded ‘Blue Ribbon’ Status

U.S. Secretary of Education Rod Paige visits Raleigh, announces PE grants

By CAROLINA JOURNAL STAFF
RALEIGH
even North Carolina public schools
S were named 2004 No Child Left Be-
hind - Blue Ribbon Schools by U.S.
Department of Education Secretary Rod
Paige in mid-September.

Those elementary schools were among
205 public and 50 private schools to achieve
the honor.

The public elementary schools that re-
ceived the prestigious recognition were:
Claxton Elementary and Isaac Dickson El-
ementary in Asheville; Claxton Elementary
and Shadybrook Elementary in the Guilford
County Schools system; North Hills El-
ementary in Winston-Salem; Pisgah Forest
Elementary in Transylvania County; and
Sunny View Elementary, located in Polk
County.

“For years, many of our underprivi-
leged children were ignored and pre-
judged, moved to the back of the room and
quietly pushed through the system, with
their scores hidden in averages,” Paige said.
“So we must change our approach, incen-
tives, and expectations. We must foster a cli-
mate of academic excellence, enabling all
students to reach the highest levels of schol-
arship.”

For the past 22 years, the U.S. Depart-
ment of Education has recognized many of
the nation’s most successful schools
through its Blue Ribbon Schools Program.
Schools selected for the honor model excel-
lence in teaching, curriculum, student
achievement, and parental involvement.

On July 28, 2002, Paige announced that
schools singled out for national honors
must also reflect the goals of the nation’s
new education reforms for high standards
and accountability found under the No
Child Left Behind Act.

“In keeping with the principles of the
No Child Left Behind Act, we will reward
schools based on student achievement re-
sults, not process,” Paige said at the time.
“Schools chosen for the Blue Ribbon will
be ones that are meeting our mission to en-
sure every child learns, and no child is left
behind. Blue Ribbon recipients will be na-
tional models of excellence that others can
learn from.”

Blue Ribbon Schools are selected based
on one of three assessment criteria:

* Schools with at least 40 percent of
their students from disadvantaged back-
grounds that dramatically improve student
performance on state tests, as determined
by the state superintendent;

* Schools whose students, regardless of

background, achieve in the top 10 percent
on state tests; and

* Private schools that achieve in the top
10 percent in the nation.

Three private schools in the state at-
tained Blue Ribbon status under the No
Child Left Behind Act: Cary Academy, St.
Timothy’s School in Raleigh, and Provi-
dence Christian School in Charlotte.

Of the schools submitted by each state,
at least one-third must meet the criterion
of having 40 percent of the students from
disadvantaged backgrounds and showing
dramatic improvement. State education
departments nominate public schools for
consideration. Once all nominations are re-
ceived, the secretary of education invites the
nominated schools to submit applications
for possible recognition as a No Child Left
Behind - Blue Ribbon School.

Elementary and secondary schools par-
ticipate in alternate years, with middle
schools participating with high schools in
the recognition program. School represen-
tatives were honored during a National
Recognition Ceremony
scheduled for Nov. 4-5in
Washington, DC.

Paige visits Raleigh

On Sept. 28 Paige
and other members of

the Bush administration television..
encouraged parents and S
schools to present — oecC

|
“Millions of our K-12
students...(spend) too
much time on the Play
Station or watching

North Hills Elementary School, in Winston-Salem, was one of seven public schools in North Carolina to be named by the U.S. Department of

“When our children are unhealthy, they
are not ready to learn,” Paige said. “Mil-
lions of our K-12 students are out of shape;
many are overweight or obese. And there
are many reasons why: consumption of
high-fat, high-calorie foods and drinks, con-
sumption of soda, lack of physical exercise,
and too much time on the Play Station or
watching television or hypnotized by com-
puter games.”

Calls for fitness programs

Paige also said that children need exer-
cise, and that parents need to schedule ex-
ercise at home for their children. He cited a
new report, using data from the Depart-
ment of Education, which found that only
16 percent of kindergarten programs have
daily physical education classes. Almost 60
percent of kindergartners have PE only once
or twice a week, he said, while 13 percent
provide PE less than once a week. Some
schools have no PE classes or time.

“This is simply unacceptable,” Paige
said in Raleigh. “We com-
mit a great disservice
against our children
when we ignore their
physical well- being and
growth. The Centers for
Disease Control and Pre-

vention recommends

7 daily PE for all students

. grades K-12. That should

. Rod Pai 9€  be the standard for every

healthier choices for chil-
dren to help prevent childhood obesity.
Paige also announced federal education
grants to support initiatives that help chil-
dren eat healthy and exercise.

He made the announcement during a
visit to North Ridge Elementary School in
Raleigh, where he presented a grant check
to the Wake County Public School System
for its comprehensive, research-based pro-
gram to encourage students’ lifelong physi-
cal fitness and good nutrition.

Wake County Schools are slated to re-
ceive more than $1.3 million over three
years in the Carol M. White Physical Edu-
cation Program. The program, part of the
No Child Left Behind Act, provides grants
to local school districts and community-
based organizations to initiate, expand, or
improve physical education programs, in-
cluding after-school programs, for students
in grades K-12.

This year, the program will award a
total of 237 new grants worth nearly $69
million.

school—PE for all stu-
dents every day.”

Paige said PE is not available to many
students from low-income or minority
backgrounds. He said the DOE report
found that small schools and those with a
high percentage of low-income or minor-
ity students are more likely than others to
have no PE in kindergarten.

“For the children here today, you can
help make America healthier,” Paige said
at North Ridge Elementary. “When you
watch your diet and eat right, you become
stronger. When you leave the computer and
videos, and go outside to play, you will be-
come healthier. And exercise should not in-
terfere with your studies; you have time
each day for both. You need to read pas-
sionately and conquer mathematics and
science. If you can do all of this, you will
have a world of opportunities before you.

“We can educate our children and keep
them healthy. And it only takes the right
incentives, some common sense and a reso-
lute will to make this happen.” c
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A teacher conducts a More at Four session at a program in North Carolina’s Hoke County.
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Officials worry about duplication, unfunded mandates

Some Counties Begin to Abhor More at Four

By KAREN WELSH
Contributing Editor
RALEIGH
nd so the house came to be haunted by the unspo-
A ken phrase: There must be more money. There
mostbe more money. The children could hearitall
the time though nobody said it aloud.”

This quote from D. H. Lawrence’s classic essay, “The
Rocking Horse Winner” may well describe Gov. Mike
Easley’s More at Four pre-kindergarten program, designed
especially for “at risk” children, after it received a $9.1
million boost in funds in this year’s state budget.

Easley thinks that adding more money from the gov-
ernment coffer will allow 2,000 more children to gain access
to the high-minded early-education program. “My com-
mitment to ensure that North Carolina provides a superior
education for all our students will not waver,” Easley said
in a recent press release. “With our expanded funding for
More at Four, we will serve over 12,000 four-year-olds this
year in high quality pre-kindergarten programs.”

Initial testing of children in the More at Four program
isshowing promise, said scientist Ellen Peisner-Feinberg of
the FPG Child Development Institute at the University of
North Carolina at Chapel Hill. “Preliminary results from
year two of the More at Four program show the children are
having better outcomes overall,” said Peisner-Feinberg,
who is the director of the More at Four evaluation. “There
has been significant growth in the kids that we wouldn’t
see otherwise. The kid’s scores are going up and they are
progressing at a higher rate through the program.”

The More at Four program has risen from a $6.5 million
budget in 2001-2002 to $51 million in 2004-2005.

The program will need additional revenue to evolve
and continue services, said Karen Taylor, also of the FPG
Child Development Institute. Taylor was one of several
people responsible for compiling information in a Needs
and Resources Assessment Survey given to More at Four
administrators in 2003.

The results found 83 percent of the respondents did not
think they had adequate funding at their site. "Money is a
huge factor for the More at Four program,” she said. “I
don’t think it’s costing too much.”

The survey also revealed “severe” operating chal-
lenges needing money to remedy. This includes both the
ways and means to transport children to and from the
program, and building or acquiring new facilities to serve
more children.

Although the programis provided inall 100 counties of
the state, it doesn’t take into account that More at Four
requires, penny for penny, matched or blended funds in
order to exist. This places an especially heavy burden on
the smaller, more rural counties, where the program is

often needed most.

Jones County is one of the more vulnerable communi-
ties where officials cringe at the thought of helping to fund
another government-mandated program. “The state makes
these rules and then mandates that we pay for it,” Jones
County Commissioner Sondra Ipock Riggs said of the
increase. “I mean it’s a burden on us. We just won’t be able
to do it. It's just not fair. It just cripples us.”

Riggs said Jones County has only 10,381 residents
living in 5,312 households. They are not able to absorb
newer programs because the county is already stretched to
the limit, having to pay a yearly $10 million school bill, $13
million for Social Services and $1 million in Medicaid.

It’s become so bad, Riggs said, that the commissioners
have gone to Raleigh several times to beg state legislators
to change their minds on more mandated programs. “I am
hot under the collar for the legislature and governor for
letting this go on and doing this to our county,” she said.
“We just can’t do it. Unlike [other governments], Jones
County cannot work in a deficit. We have to balance our
budget every June the 30th. It's devastating and I don’t
know how we are going to continue.”

To add insult to injury, Riggs said, Easley has taken
money from the strapped county every year for four years
to help pay off the rising state deficit.

Riggs said the county’s one salvation would be if the
governor studied all of the educational and child-care
programs to make sure there aren’t any duplications or to
rid itself of archaic programs that don’t work anymore but
are eating up precious fiscal resources.

Peisner-Feinberg said a large philosophical shift in
educational thinking might need to occur, too, though of a
different kind. She said the state might need to find a way
to offer free pre-kindergarten classes to all children in
North Carolina. “There is a general trend right now of
pushing down education,” she said. “Kindergarten looks
like first grade and first grade looks like second grade.
Schools are increasing the complexity. Children are ex-
pected to do more and do better. More at Four helps the at-
risk children make that adjustment into school. There is
evidence that would say it’s beneficial for all kids.”

Whatever Easley does, Riggs said, actionis desperately
needed. She said the governor needs to be held accountable
and he can start by answering the compelling question of
“how much is too much” to spend on government-man-
dated programs, even if they have merits.

“The legislatures start these programs and then they
can’tpay for them,” Riggs said. “Then, they fling them back
on the counties. We're just a rural agricultural county. We
can’t compete with the bigger counties when this hap-
pens.” cJ

Will Freedom Flourish
In General Assembly?

ang on, North Carolinians! The long session
H of the General Assembly will get under way

in January. Raleigh once again will become
the hub of activity for House and Senate members,
along with hundreds of lobbyists paid to represent
their employees’ interests. Dozens of reporters will
inform, interpret, and spin the daily activity. And let’s
not forget the countless special-interest groups that
will attempt to gain as much public money and media
attention as possible.

It will be a time and place
where ideas become laws, and
a politician’s philosophical
view of government, or per-
sonal advancement, isrevealed.
This is also the time when indi-
vidual freedom and choice will
be most-threatened.

Usually, a few hundred
bills affecting K-12 education
are introduced in a long ses-
sion. Many never make it out of
committee, butsome are passed
and shock the education estab-
lishment. An example of grassroots activism was the
“save our summers” coalition, which effectively gota
bill passed last year. This law now affects every school
system’s calendar. Local school boards did not listen
to constituents’ concerns on start dates, so citizens
took the issue over board members’ heads to the
General Assembly.

During the 2005 legislative session, school choice
has the possibility to become a reality.

While choosing a school is not new for families
financially able to pay twice (taxes and tuition), the
concept of choosing a school for your child is gaining
the attention of others. School choice, whereby fami-
lies have freedom to choose the schools their children
attend, is continuing to grow across our state. More
local systems allow choice within their jurisdictions,
and 99 charter schools provide other options for fami-
lies. While each is a step toward more freedom and
competition, much more can be accomplished. North
Carolina’s families need effective legislation passed
so freedom to choose any school is a reality.

First, the charter school cap needs to be removed.
The Charter School Advisory Committee should ap-
prove every charter that has a sound business and
academic plan. Charter school boards are held ac-
countable to the State Board of Education. If basic
safety, financial, and academic expectations are not
met, their charters should be revoked. Along with the
cap being removed, unnecessary regulations need to
be avoided to keep innovation alive. Flexibility with
accountability provides the most freedom, greatest
ingenuity, and maximum results.

Second, families who choose options other than
government schools for K-12 education should re-
ceive tax deductions or credits for their financial
investment. School choice should not be restricted
only to families who can afford to pay twice.

Third, our state could allow education grants and
vouchers for families. Currently, North Carolina pro-
vides vouchers for low-income families who need
preschool care, and for students in higher education.
North Carolina students who attend a private North
Carolina university receive the N.C. Legislative Tu-
ition Grant, which equals $1,800 per year, per student,
and given regardless of family income.

Ignoring financial assistance for K-12 education
options is inconsistent. Could the reason for the dis-
crepancy be the education establishment’s political
influence and lobbying heft? Could it be this
monopoly’s expensive and effective marketing cam-
paigns work against the parents’ right to choose?

The 2005 legislative session might bring advance-
ments toward education freedom. Or, it might do
nothing, or move backward. It will be up to members
of the General Assembly and the governor. However,
just like the “save our summers” coalition, anything
can happen with grassroots activism. Leadership is
determining what is right, determining not to stop
until it is accomplished, and persuading all your
friends to follow you. cJ

Lindalyn
Kakadelis
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N.C. News in Brief

Law provides tutoring

Tutors usually come at a cost.
Some parents pay private services
more than $2,000 to make sure their
children get good grades.

But parents at a small but grow-
ing number of public schools in North
Carolina can now sign up their chil-
dren for independent tutoring that
costs nothing, The News & Observer of
Raleigh reported.

They can thank Uncle Sam.

Schools that repeatedly run afoul
of the No Child Left Behind Law must
now tap federal funding to pay for
private or independent tutoring for
struggling students whose parents
ask for it.

This fall, 10 regular public and 10
charter schools in North Carolina are
offering parents the option of enroll-
ing their children in outside tutoring.
That number is likely to rise next year
as more schools fall shy of federal
goals for student performance for
multiple years.

The tutoring requirement is one
of several ways that President Bush's
key education initiative is altering the
education landscape in North Caro-
lina and elsewhere by giving parents
more say and penalizing schools
when test scores don't measure up.

Schools that fall short for two con-
secutive years in the same subject—
reading or math—must allow parents
to send their children to a different
school. After three consecutive years,
schools also must pay the cost of out-
side tutoring for children whose par-
ents want it.

Principals learn Spanish

Thirty minutes into his Spanish
class, Rafael Perez paused amid the
laughter of his students and shook his
head slowly.

“This group is crazy,” he said.

Students might find it hard to be-
lieve that Perez was talking to about
15 principals from the Winston-Sa-
lem/Forsyth County Schools, the
Winston-Salem Journal reported.

They weren't acting as wild as
Perez, the director of corporate and
continuing education services at
Forsyth Technical Community Col-
lege, made it sound. He was jokingly
referring to the frequent laughter and
how the principals gave each other
grief as they tried to learn Spanish.

But they were enjoying the class
of conversational Spanish that meets
every Thursday at the school system’s
administration building.

Principals don't expect to master
the language, but they hope to learn
enough to be able to make Hispanic
families feel more comfortable.

Because the Hispanic population
is increasing so much each year,
school officials say the classes are
needed.

From fall 2003 to fall 2004, the to-
tal enrollment of the school system
grew by 511 students, or 1 percent, to
48,299. However, the number of His-
panic students grew by 13 percent to
5,976.

The increase of 668 Hispanic stu-
dents more than offsets decreases in
such racial groups as blacks, who de-
creased by 92 students, and whites,
who decreased by 263 students. His-
panics make up 12 percent of the to-
tal enrollment.

Education

Students More Teachable Despite Disadvantages
Per-pupil spending is up, but academic outcomes remain flat’

By KAREN PALASEK
Assistant Editor
RALEIGH

orth Carolina students performed
Nbetter than expected on nation-

ally standardized tests, according
to a new study that ranks states and stu-
dents by a composite “teachability index.”
The report, “The Teachability Index: Can
Disadvantaged Students Learn?” by Jay
Greene and Greg Forster of the Manhattan
Institute, seeks to separate the effects of
being disadvantaged from the effects of
education reform and school spending. By
doing this, the Teachability Index may be
useful for judging the value of school re-
form.

Nationally, the authors show that stu-
dents are “somewhat more teachable now
than they were in 1970,” a ‘teachability’
gain of just under 9 percent. Most of the
improvement has occurred since 1994, and
has continued at least through 2001, ac-
cording to the Manhattan Institute study.

North Carolina has not fared so well in
studentteachability. Roughly speaking, the
index estimates that North Carolina’s stu-
dents are about 14 percent more difficult to
teach now than they were in 1970.

Teachability isn’t the only thing that
determines academic outcomes. The study
is quick to point out that in some states
school performance and school efficiency
more than compensate for harder-to-teach
students. North Carolina is one of those
states. School performance in North Caro-
lina is, according to the report, about 9
percent better than would be expected,
given teachability and other factors, and
school efficiency statewide is about 22 per-
cent above expectations.

School reforms, school spending

Greene has become something of an
education index guru. He has produced
studies that allow cross-state comparisons
of measures such as the SAT, graduation
rates, educational freedom, and college pre-
paredness. The latest report combines mea-
sures from six indexes, including race, fam-
ily, and community among others, and in-
corporates 16 different explanatory factors
in all.

“If hard-to-teach students can’t be
brought up to minimal levels of basic skills
even by schools that have benefited from
reforms, while easy-to-teach students will
pick up the same skills even in mediocre
schools, then clearly reform is a waste of
time,” Greene said. In an atmosphere of
ongoing concern about student outcomes,
discussion about the level and type of re-
forms we implement takes on added sig-
nificance.

In 1983 the Excellence Commission on
Education produced a report titled A Na-
tion At Risk. In it the commission recom-
mended sweeping reforms in K-12 educa-
tion, both in academics and in structure.
The reforms were designed toboost rigorin
the classroom and make American students
academically competitive with students
from other nations.

By 2003, however, it was apparent that
the suggested reformshad neverreally been
implemented. American students were still
far behind most of the world. This was
especially critical in the fields of math and
science (C] May 2003). In the followup re-
port Our School and Our Future: Are We Still
At Risk? the Koret Task Force on Education
at the Hoover Institution found little im-
provement 20 years after the initial recom-
mendations appeared.

If academic outcomes have remained
essentially constant since 1970, school

Dr. Jay Greene, Manhattan Institute

spending has not. Greene notes that “infla-
tion-adjusted education spending per pu-
pil has doubled in the past thirty years,
while student achievement and graduation
rates have remained flat.”

Student achievement over time

The flat results Greene quotes are from
the National Assessment of Educational
Progress Long-Term Trends Report. He
examines the scores of 17-year-olds on
NAEP reading and math exams from 1969
to 1999.

NAEP tests are nationally standard-
ized examinations used to measure student
proficiency and make comparisons of stu-
dents across states. The long history of the
NAEP allows for a longitudinal analysis of
student achievement in a number of disci-
plines. Since scores from 17-year-old stu-
dents are a reasonable reflection of the cu-
mulative effects of public education, and
other factors that affect learning, their use
makes sense in this type of study. Because
of the sampling method of the long-term
NAEP assessment, state-level reports are
not available for 17-year-olds.

In 1972 the average
American 17-year-old
achieved a score of 304
on the NAEP math test,
butby the time the Excel-
lence Commissionbegan
its report in 1982 that
score had fallent0299.In
1999, students achieved
a 30-year peak score of
309, but fell to the 1972

dent

|
Inflation-adjusted edu-
cation spending...has
doubled in the past
thirty years, while stu-

achievement

...has remained flat.

ers to test the relationship between the
Teachability Index and academic outcomes.
Those outcomes are measured by NAEP
scores, the percentage of students with “ba-
sic” or above proficiency on the NAEP, and
high school graduation rates. To avoid con-
fusing proficiency with spending effects,
the analysis controlled for differences in
education spending in each state.

A Teachability Index can tell research-
ers whether schools are facing students with
greater challenges and how well they are
teaching the students they enroll.

While teachability measures make it
possible to estimate how well students can
be expected to do, the School Performance
Index measures statewide school effective-
ness with a given set of students. North
Carolina ranks 43rd nationally for
teachability, but fifth nationally for school
performance, with students scoring 9 per-
cent above expectations on the NAEP tests.

Trying to separate social, economic,
racial, and gender effects from spending
requires a look at efficiency as well. Here
the question is: Which states get the best
results per education dollar spent? Cost-of-
living differences in each state were fac-
tored out using data from the American
Chamber of Commerce Research Organi-
zation for the third quarter of 2003.

Based both on teachability and spend-
ing, the School Efficiency Index ranks North
Carolina ninth in the nation. School effi-
ciency, according to the authors, is 22 per-
cent above what the other indexes would
lead investigators to anticipate.

Conclusion

If children are forced to focus on per-
sonal safety, live in single-parent homes,
and deal with untreated health problems,
poverty, or issues that are generally adult
responsibilities, they will becomeless ‘teach-
able, Greene and Forster conclude. Al-
though some states have experienced a de-
cline in the teachability of their K-12 stu-
dents, teachability is not an excuse for poor
performance.

Evidence from states
like North Carolina dem-
onstrates that schools can
sometimes outperform
expectations.

It is also clear that
states can underperform.
These results undermine
the idea that education
spending drives results.

level of 300 the following

year. The appearance of A Nation At Risk in
1983 did not fix the achievement malaise in
math scores. Students in 2000 were no more
proficient in math than their 1972 counter-
parts.

Reading performance has been almost
literally flat over the 30-year period in the
Greene and Forster study. Seventeen-year-
olds scored a 285 on the NAEP reading
exam in 1972, a 285 in 1983, and a 288 in
2000. Despite huge additional spending,
the claim that student outcomes have been
‘flat’ for three decades seems justified by
the NAEP results.

Teachability and other indexes

What is a Teachability Index? Greene’s
measurement system uses 16 factors to cre-
ate six preliminary indexes: readiness, eco-
nomics, community, health, race, and fam-
ily. By examining these factors separately
Greene hopes to explain the role that ad-
vantages and disadvantages play in stu-
dent performance.

Statistical techniques allowed research-

Since “inflation-adjusted
education spending per pupil has doubled
in the past thirty years, while student
achievement and graduation rates have re-
mained flat,” there is more in the mix than
additional spending. “States with low scores
on theindex donotinevitably produce low-
scoring students” and “states with high
scores on the index do not inevitably pro-
duce high scoring students.” Claims that
students are harder to teach don’texplain a
long-term plateau in American educational
progress.

One bright spot is a positive correla-
tion between accountability and choice in
the School Performance Index. Under
Greene’s formulation of Education Free-
dom (CJ April 2003), the availability of non-
traditional options has a positive effect on
learning. Accountability, through student
testing, is also positive.

“In explaining school outcomes, edu-
cation experts have long stressed school
inputs—money and students’ back-
grounds—often to the exclusion of other
factors.” Teachability suggests that they look
harder atwhat they do with those inputs. ¢y
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Bank of America, SAS Lead the Way in N.C. Philanthropy

By PAIGE HOLLAND HAMP
Contributing Editor
RALEIGH

e are fortunate to live in a state
thathas a rich philanthropichis-
tory. Perhaps it is because we

are in “God’s country” and are taught as
youngsters to share with those less fortu-
nate or it could be that North Carolina
knows corporate philanthropy is just good
business. For years companies have pro-
vided funding, volunteers, and in-kind re-
sources to support education, health care,
and a myriad of other causes with varied
levels of effectiveness. Today, corporate phi-
lanthropy is a critical part of North
Carolina’s success in meeting the needs of
7.6 million citizens and a few companies are
taking bold new directions in their philan-
thropic efforts. Two leaders in North Caro-
lina are Bank of America, headquartered in
Charlotte, and SAS, based in Cary.

The Bank of America Foundation has
one of the largest philanthropic budgets in
the United States. It contributed more than
$108 million in 2004.

“The mission of the Bank of America
Charitable Foundation is to make a notice-
able difference in the communities we serve
by identifying local priorities and consis-
tently delivering financial and human re-
sources to address those challengesin order
to build Neighborhood Excellence and re-
flect Bank of America’s commitment to
Higher Standards,” said Andrew Plepler,
president of Bank of America Charitable
Foundation. Plepler and CEO Ken Thomp-
sonsaid that they believe that strong neigh-
borhoodsare thekey

ers will provide professional leadership de-
velopment to ensure long-term
sustainability and effectiveness of the orga-
nization.

The second component of the plan aptly
named “local heroes” will honor people
working within communities to make a
difference and, one hopes, inspire others to
emulate these heroes. A contribution of
$5,000 will be made to the charity of the
winner’s choice. The final component, “stu-
dent leaders,” invests in tomorrow. “Edu-
cation and opportunities for young people
are critical to building vibrant communi-
ties,” Plepler said. “Building the next gen-
eration of neighborhood leaders is vital to
the long-term health of this country.” The
studentleaders program will provide young
people paid internships to work in non-
profitorganizationsso they willunderstand
the vital role the nonprofits play in a com-
munity. Many philanthropic efforts focus
understandably on immediate community
needs withlittle thoughtabout the future —
Bank of America is changing the paradigm.
The Neighborhood Excellence Initiative
meets today’s most pressing needs and at
the same cultivates tomorrow’s leaders to
take care of emerging needs and keeping
communities strong. The first recipients of
the Neighborhood Excellence Fund Awards
were announced Oct. 15, 2004.

Across the state in Cary, SAS continues
to be one of North Carolina’s most gener-
ous corporate philanthropists. While SAS
supports numerous causes, its primary phil-
anthropic focus, education, is a longtime
passion of its founders. Just as SAS leads

the way in techno-

to prosperity and
that they intend to
investheavily in that
belief.

In 2005, Bank of
America will launch
a$1.5billion, 10-year
Neighborhood Ex-
cellence Initiative.

Bankof America

e

logical revolutions,
it also revolution-
izes philanthropic
efforts. Understand-
ing that partner-
ships are a critical
element of success
in community de-
velopment, SAShas

There are three sig-
nificant components to the effort, starting
with the Neighborhood Builders program.
Nonprofit organizations play critical roles
from disaster relief to education to health
care. Many basic needs would not be met
without this important sector in our com-
munities. Neighborhood Builders will in-
vest $100,000 a year for two years to help
crucial nonprofits build organizational ca-
pacity. In addition, Neighborhood Build-

formed several
high-profile and effective alliances, includ-
ing the SAS Championship presented by
Forbes. The Champions Tour event’s eco-
nomic impact is obvious, as it has pumped
more than $10 million into the Triangle
community, but its philanthropic impact is
also significant. Knowing that Champions
Tour events include a charity partner, SAS
leaders went to the Triangle Community
Foundation for guidance in identifying a

Your Home on the Web for North Carolina Public Policy

The John Locke Foundation’s brand new, completely redesigned home page is
your best source of research, analysis, and information on the critical public
policy issues facing North Carolina state and local governments.

A fully searchable, comprehensive database of reports, studies, briefing
papers, datasets, press releases, events notifications, and articles can provide
an excellent starting place for those drafting legislation, researching policy
issues, preparing news stories, planning political or lobbying campaigns, or
seeking information with which to be an informed voter and citizen.

A

The SAS Championship is played every year at the Prestonwoods Golf Course in Cary.

charity that would reflect the priorities and
values of the company and Communities In
Schools of Wake County was selected.
The mission of CIS is to champion the
connection of needed community resources
with schools and community sites to help
young people successfully learn, stay in
school, and prepare for life. Working to-
gether, SAS and CIS opened the SAS Com-
munity Learning Center in the Kentwood
pubic housing community in October 2002.
SAS Championship tournament proceeds
provided the funding for construction of
the facility as well as CIS programming. For
the 89 families who live in Kentwood, the
Learning Center provides access to educa-
tional tools they would otherwise not have
available. “The center is important because
the students have a place to go that is safe
and that can help them with their school-
work,” said Tony Thorton, Kentwood Cen-
ter director. “It is also a great resource for
the adults who search for jobs and work on
their resumes in the center’s computer lab.”
Programming at the SAS Community

Learning Center includes after-school tuto-
rials for K-12 students that focus on core
skillsin reading, writing, and mathematics;
preschool classes, computer training classes
for adults, and countless others. The stu-
dents who attend see the center as “their
center” and take part in efforts to maintain

and help beautify the center. The surround-
ing community hasalsoembraced the Learn-
ing Center and its important role for the
Kentwood families. Working in conjunc-
tion with Davis Drive Elementary, CIShosts
“lunch and learn” sessions with parents
and school personnel to ensure students
succeed in school. The faith community is
also an important partner. Triangle Vine-
yard Christian Center recently held a yard
sale with the proceeds benefiting the center.

The SAS Community Learning Center
has received a lot of local and national
attention. Recently CIS was named the
“Champions Tour charity of the year,”
which brought an additional $25,000 in
funding to support the facility. By creating
this high-profile partnership between the
Champions Tour, the Triangle Community
Foundation, CIS, and their company, SAS
has ensured that a high-risk neighborhood
has the resources it needs to educate young
people and help adults find jobs.

It is exciting to see this revolution of
philanthropic giving. As more companies
begin to develop philanthropic-giving pro-
grams with the same strategic focus that
they use to maximize profits, we will begin
to see significant systemic changes occur.
By moving from donating to charities to
investing in communities, they will help to
provide a cure, not just a Band-Aid. c
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Course of the Month

It’s history, not a facts course

This month’s winner came to cm’s
attention via two web sites. One,
Nolndoctrination.org, was set up by
people who are “disturbed that
sociopolitical agendas have been al-
lowed to permeate college courses and
orientation programs” and who think
there’s no place in the classroom for
“thought reform,” “mandated “group
think,”” and “[b]latant and oppressive
bias.” (Naturally, the American Asso-
ciation of University Professors finds
the site rather “worrisome.”) The other,
Students for Academic Freedom
(wwwi.studentsforacademicfreedom.org),
seeks “to end the political abuse of the
university and to restore integrity to
the academic mission as a disinterested
pursuit of knowledge.”

Both have discussed Prof. Gerald
L. Wilson’s course at Duke University:

HIST 97D: AMERICAN DRrEAMS/
AMERICAN REALITIES

This course examines the role of such
myths as “success”, agrarian, “city on the
hill”, “frontier” and the “foreign devil” in
defining the American character and de-
termining the hopes, fears, dreams and ac-
tions throughout American History. At-
tention will be given to the surface consis-
tency of these myths as accepted by each
immigrant group versus the shifting con-
tent of the myths as they chance to reflect
the hopes and values of each of these groups.

Duke student Matt Bettis, an engi-
neering student with an interest in his-
tory, signed up for this class last fall.
This “brought me face-to-face with the
worst left-wing bias I've encountered.”
Bettis was put off by Wilson’s joke that
“I don’t have any bias against anyone
... except Republicans!” (Wilson said
that his comment came only from his
tendency to use humor to engage stu-
dents, and that he makes jokes at
Democrats’” expense, too.) He didn’t
care for Wilson’s overt discussion of his
leftist politics, but after Wilson brought
up the “three Anglo-Saxon myths:
Christianity, Capitalism, and Democ-
racy” that had been popularized in his-
tory until recently and quoted Robert
Reich, Bettis decided to drop the
course.

After doing so, he wrote to Wilson
to say he thought the professor’s com-
ments “were entirely inappropriate to
an academic setting” and “suggested
he either remove his course from the
‘history” department or teach real his-
tory rather than spend class time pro-
pounding his personal ideology to a
captive (and fearful) audience.”

Wilson responded, Bettis reported,
by saying that his class was “not a
‘facts’ course,”” since “to present the
‘facts’ is an impossibility.”

Bettis reported that “Another stu-
dent who decided to remain in the
course says that the professor later re-
marked that Republicans should just
drop his class.” o/

Higher Education

Campbell concerned that problems may affect other UNC institutions

State Auditor Warns of ‘Enron’-like Scandal
at the North Carolina School of the Arts

By JON SANDERS
Assistant Editor
RALEIGH

igh-level ad-
ministrators
at the North

Carolina School of the
Arts engaged in “will-
ful, deliberate, and in-
tentional” violations of
state law in what State
Auditor Ralph Camp-
bell described as “simi-
lar to the debacle at
Enron.” Campbell said
the findings at the
NCSA were as serious
as any his office had
uncovered previously.

Among the find-
ings of the State
Auditor’s Investigative
Audit Division were: state and NCSA-af-
filiated foundation funds used to make car
lease payments and country club dues for
NCSA administrators; illegal land sales to
divert funds and help put a deposit on a
new residency for the chancellor; diversion
of funds through property sales; use of three
secret bank accounts; illegal payments of
over $90,000 to a vice chancellor who at-
tempted to mislead auditors; improper pay-
ments to university employees and one sis-
ter of a university employee; and paying
one employee over $69,000 in undocu-
mented overtime who worked in a position
with a maximum annual salary of $49,000.

The findings were so devastating,
Campbell said, that he recommends that the
University of North Carolina Office of the
President should review whether the NCSA
ought to continue exercising budget flex-
ibility and furthermore, the UNC system
should have all UNC institutions report on
the activities, including revenues and ex-
penditures, of all their foundations and re-
lated organizations.

“Today Enron is financially and mor-
ally bankrupt,” Campbell said. We “cannot
allow” the same thing to happen to the
UNC system. He called for “shining a bright
light” into the foundations and organiza-
tion affiliated with the university to provide
a “powerful incentive” that those organi-
zations act properly.

“We see this an an opportunity to the
university system to clean up financial af-
fairs and bring sunlight to the financial af-
fairs at each of these foundations,”
Campbell said.

Tipped by suspicious overtime

The NCSA investigative audit was
sparked, Campbell said, by auditors’ obser-
vation of unusual payroll entries from a
routine audit for the end of fiscal 2003.
Those unusual entries included multiple
promotions and pay raises along with ex-
orbitant overtime payments with little to no
documentation to justify them. Those
turned out to be “just the tip of a very large
iceberg,” Campbell said.

The findings center on the vice chan-
cellor for finance and administration, Joe
Dickson, who resigned during the investi-
gation. Chancellor Wade Hobgood said that
he “knew about some of the transactions”
but that he didn’t know about the secret ac-
counts or how those transactions were
made. Pressed on the issue of Hobgood's
knowledge, Campbell said, “The question
is, “‘What did the chancellor know, and other
administrators know?’” And another ques-

the annual financial
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tion is, “‘Why didn’t the chancellor know?"”

The investigators learned that Dickson
had given Berdette Malloy, an NCSA em-
ployee since 1980, several promotions and
raises over a 27-month period without fol-
lowing state procedures, ignoring warnings
from state officials in the process. During
that time, Malloy was also paid more than
$69,000 in overtime pay without proper
documentation, an amount including
nearly $23,000 that was calculated incor-
rectly.

In addition, the investigation found
that over $53,000 in “special onetime pay-
ments” were made to several NCSA admin-
istrators and other university employees,
most of whom were clearly not eligible for
such payments (there were six whose eligi-
bility was questionable). Malloy received
$8,500 in two special onetime payments for
the same work for which she was also paid
overtime. Malloy, under her title as “per-
sonnel analyst,” also secured special one-
time payments of nearly $4,000 for her sis-
ter, working for the associate director of the
Kenan Institute for the Arts, and she
blocked a $500 deduction in pay from her
sister that was requested to be withheld for
three days that were not worked.

The investigation also found three ac-
counts in the records of the North Carolina
School of the Arts Foundation, Inc., that
were not in the budget or disclosed to foun-
dation board members. Those accounts had
nearly $220,000 in diverted reimbursements
and nearly $180,000 in “inappropriate jour-
nal entries.” According to the audit, those
accounts funded, to the tune of about
$270,000 in expenditures, “lease payments
totaling $15,000 for the lease of a Cadillac
Escalade for the Vice Chancellor for Finance
and Administration [Dickson], who also
served as Assistant Secretary and Assistant
Treasurer on the Foundation Board, club
memberships, cell phone bills, legal fees,
consultant fees, gifts for employees and oth-
ers, travel and meals.”

Investigators also uncovered $90,000 in
illegal payments from the NCSA Founda-
tion to Dickson over 13 years that included
a monthly stipend for his “Dickson and
Associates” consulting firm and an annual
expense allowance of $6,000.

Dickson also met with the N.C. Dept.
of Transportation to negotiate a deal over a
0.65 acre right-of-way project involving
land owned by the NCSA Foundation.
Dickson subsequently transferred the land
without authorization from the
foundation’s board of directors, and the NC
DOT paid $108,000 to the NCSA Program
Support Corporation. Expenditures based

Reporters take note as State Auditor Ralph Campbell discusses findings at the N.C. School of the Arts. (Photo: Wagner)

on these diverted funds went to “debt ser-
vice payments, a $25,000 down payment for
the new NCSA chancellor, and various
other expenditures.” Dickson also sold five
houses donated to the NCSA Foundation
to the NCSA Program Support Corp. with-
out authority from the board.

Finally, the investigation revealed that
Dickson and the dean of the School of Film-
making, Dale Pollock, were paid more than
$67,000 in “consulting fees” by the NCSA
Unity Development Corporation. Dickson
received more than $38,000 and Pollock re-
ceived over $29,000 during a 10-month pe-
riod. UNC regulations forbid senior offic-
ers from receiving payments for “any ser-
vices rendered to any institution-related
foundation, endowment, or other Univer-
sity-related enterprise.”

Saying he “regret[s] these audit find-
ings,” Hobgood, in a statement on the arts
school’s web site (www.ncarts.edu), said
that every penny of misallocated founda-
tion money would be returned. Hobgood
said he would ensure that the arts school
implemented the actions identified by the
investigative audit.

“Mistakes were made,” Hobgood said.
“A primary error was to leave the School
of the Arts Foundation in the dark while
one of our administrators allocated a great
deal of Foundation money without the
Foundation’s knowledge or mine.” He
apologized on behalf of the school to the
foundation board, the executive committee
and its officers, and to the donors.

Hobgood was adamant that “No en-
dowment money was affected. Our donors’
money is safe.”

Hobgood made one defense against the
findings in the investigative audit, which
was of Pollock. Hobgood said that Pollock
was “blameless” in receiving money as a
consultant on the Unity Place development
project. “To ensure separation of Unity
work and [Pollock’s] responsibilities as
dean, I required that he work outside of
School hours and be paid by outside
sources,” Hobgood wrote. “He gave a writ-
ten accounting of his activities to me to en-
sure that was so. The audit itself quotes me
saying that, based on our conversations
with UNC General Counsel, I believed
Dean Pollock had permission from UNC to
work as he did.”

Campbell said the seriousness of the
findings warranted reporting them to the
State Bureau of Investigation, the attorney
general, and Winston-Salem and Forsyth
County officials for further investigation.

The report is available online at
www.ncauditor.net. q
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Donors, Scholars Nationwide Work to Bring
Western Civilization Back to Universities

By SHANNON BLOSSER
Contributing Writer
CHAPEL HILL
ith universities focused on multicultural and
Wcultural-diversity requirements, a nationwide
movement has grown to try to bring the tradi-
tional liberal arts and Western civilization back to academe.
That’s according to National Association of Scholars Presi-
dent Steve Balch.

Balch spoke at a recent Shaftesbury luncheon at the
John Locke Foundation, where he discussed the joint re-
lease of a study with the Pope Center for Higher Educa-
tion Policy. Among other things, the study, “How Solid is
the Core?: A Study of General Education Requirements at
11 North Carolina Institutions,” found that students in the
University of North Carolina system are far more likely to
be required to take a cultural diversity course than they
are to study Western history or civilization or even intro-
ductory literature.

To bring about change to course curriculum may take
some time, however, Balch said. To restore liberal arts edu-
cation, people should begin by working within the uni-
versities to make improvements and build “ islands of ex-
cellence — particular programs ran by good faculty mem-
bers that can recover for those students who are interested
an opportunity to study serious subject matter.”

Already, several institutions have recently opened pro-
grams that focus on studies of Western civilization of a
more traditional form of a liberal arts education. Most in-
clude faculty and staff members working with fellows and
others to discuss Western political thought or law among
other ideals.

One of those programs is in the Triangle area. Duke
University has what it calls the Gerst Program, which is

devoted to study Western civilization.

According to the Gerst Program’s web site, the pro-
gram “aims at fostering an understanding of the central
importance of freedom for democratic government, moral
responsibility, and economic and cultural life.” The pro-
gram includes a freshman “Focus Program” on “Visions
of Freedom,” which includes courses in political economy,
English, philosophy, and history. The focus program in-
volves 30 students who live together and take two of the
four seminar courses in their first semester. The program
also requires a writing course. The students meet weekly
for dinner with faculty and a speech by a guest speaker.

Balch said the Gerst Program was an imaginative ef-
fort that is generating enthusiasm among Duke donors.

There are other programs that are similar to the Gerst
Program. Those programs include one at Princeton Uni-
versity called the James Madison Program in American Ide-
als and Institutions. It promotes “a greater appreciation of
the Western tradition of legal and political thought,” ac-
cording to the program’s Web site. The James Madison
program offers a Junior Fellows Forum for undergradu-
ates to interact with the program’s fellows. It also offers
conferences, seminars and lectures.

The program has raised more than $4.5 million in con-
tributions, according to Balch.

Balch said the University of Colorado is close to open-
ing a Center for the Study of Western Civilization as well,
which will be similar to programs at Princeton and Duke.

“We can start from the outside building out to revive
liberal education in our institutions,” Balch said. “To do
something wider than that means to essentially change the
composition of the faculty in a wide scale. You can’t begin
there. There is no means to which that can be done with
one stroke.” cJ

Anti-War Protester Takes and Burns American Flag
of College Republican at UNC-Chapel Hill

By SHANNON BLOSSER
Contributing Writer
CHAPEL HILL
ichard Bean was off to the dis-
R tance near Lenoir Hall on Oct. 6
at University of North Carolina at
Chapel Hill, talking with some friends, when
he heard a commotion.

The commotion came from a few yards
down the bricked-paved walkway near The
Pit where College Republicans had set up a
table to advertise candidates. With the group
was Bean’s large American flag, which he had
purchased at the beginning of the school year.

At first, Bean, a student at UNC-Chapel
Hill, thought a fight had broken out. Bean
began to walk over to the table, where he no-
ticed some of the members holding down a
man, later identified as Kevin Sellers, a 40-
year-old homeless man. Sellers had taken
Bean’s flag and set it ablaze. A corner of it had
been destroyed before the College Republicans could put
it out.

By the time he arrived at the table, Bean said, “the flag
had already been burned.”

According to reports, when he burned Bean'’s flag,
Sellers harangued witnesses with a diatribe about the war
and the draft. He was arrested and confessed to police to
burning the flag. Sellers faces a felony charge of burning
personal property. His next court appearance is scheduled
for Nov. 18 in Orange County District Court.

“It doesn’t surprise me on this campus,” Bean said of
the incident. “I was upset that he burned my flag. I respect
his right to burn the flag. I don’t respect his right to burn
my flag. It wasn’t about his right to free speech. It was
about my personal property being burned.”

The incident, he said, represented a growing problem
at UNC-Chapel Hill where liberals are considered always
right and conservatives are criticized for anything they do.
“Chapel Hill is a community of liberal ideas,” Bean said.
“There is a dislike of anything conservative here.”

Afterwards, Bean and the College Republicans were
criticized in The Daily Tar Heel, in opinion columnist’s Matt

Compton’s words, for “watch[ing] a man go to jail”

Damage to Richard Bean'’s American flag. (Photo: Blosser)

and “forfeit his right to vote” when Sellers burned Bean’s
flag.

Criticizing the Republicans for their fondness for the
American flag, Compton cheered Sellers” action. “I finally
saw one man stand up and announce to all those who could
hear that he had as much claim to that flag as anyone else,”
he wrote.

Compton did acknowledge that, “in the eyes of the
law, Sellers had no right to do what he did.” Nevertheless,
Sellers said things people “needed to hear,” especially the
College Republicans, Compton wrote.

Compton said the College Republicans have “become
more and more small-minded, constantly spinning their
message until they’ve become dizzy and disoriented.” He
accused them of “walking around with a siege mentality.”

Bean has not decided what he will do with the flag.
He wants to keep the flag and store it in a case, but has yet
to find one to fit his flag. If he can’t find a proper case,
Bean said he plans to donate it to a local Boy Scout group
so that Scouts can learn how to properly dispose of the
flag, or he will give it to the UNC-Chapel Hill ROTC.

“It symbolizes to me all that is wrong with the extreme
left of this college,” Bean said. cy
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UNC Downplays
Actual Harassment

ast week the U.S. Department of Education’s
I Office of Civil Rights issued a ruling that a lec-
turer at the University of North Carolina at
Chapel Hill had sexually and racially discriminated
against, and harassed, a student in her class last fall.
I repeat: the OCR found that, at UNC-CH, a teacher
abused her authority to discriminate against and ha-
rass a student based on the student’s race and sex.

The fact that this news
did not preclude a deluge
of civil-rights activists
mugging for TV time on ™
campus may be explained
by the victim here being, in
the words of his abusive
teacher “a white, hetero-
sexual, [c]hristian male.”

The OCR did, in fact,
exonerate UNC-CH for b
how it responded to the ha-
rassment by English lec-
turer Elyse Crystall. Never-
theless, there is something
in UNC-CH’s culture — not unique to UNC-CH, I
would argue, but pervasive throughout academe —
that made a lecturer like Crystall believe she was right
to engage in sexual and racial discrimination and ha-
rassment. A wonderful example of that pervasive en-
vironment appeared in a Sept. 30 letter to the editor
of The Daily Tar Heel.

Written by UNC-CH Faculty Council Chairman
Judith Wegner, the letter bore the headline
“Professor’s conduct was inexcusable, unprofes-
sional.”

At last, one would think upon reading that head-
line, the faculty respond properly to Crystall’s actions. Sev-
eral quotations are right on the money:

* “Professors have ethical obligations to their stu-
dents. We are duty-bound to teach knowledgeably,
respectfully and effectively. We also function as role
models whose actions have powerful symbolic sig-
nificance.”

* “It’s not a question of First Amendment rights
... It's about impeding student learning, burdening
their growing self-concept as scientists and under-
cutting their joyful struggle to engage in new ideas
and challenges—whatever their gender, viewpoint or
personal attributes.”

e “It’s about being an ethical professional”

* “It's about cleaning up messes caused by be-
havior that can’t be justified, explained or excused.”

But it turns out Wegner wasn’t writing about
Crystall. Her letter was about a chemistry professor,
Malcolm Forbes, who allowed his home to be used
as a site for a Playboy magazine “Girls of the ACC”
photo shoot.

If Wegner can find dire ramifications to the class-
room when a professor opens his home to students
volunteering to pose for Playboy, then what has she
to say about a lecturer using the classroom to subject a
student of hers involuntarily to racial and sexual dis-
crimination and harassment? Hardly anything, it
turns out, and nothing approaching her ire here.

In the Durham Herald-Sun Sept. 22, she said, “The
teacher made a mistake.” In The Daily Tar Heel Sept.
23, she said, “People make mistakes.” In The News &
Observer Sept. 23, she said, “Teachers can make mis-
takes, and so can other people, so I think there have
been some lessons learned.”

A pervasive ideology that finds a professor’s ac-
tions in his home “inexcusable” and something that
“can’t be justified, explained or excused,” but that
easily excuses away racial and sexual discrimination
and harassment when the victim is “a white, hetero-
sexual, [c]hristian male” is what enables such dis-
crimination and harassment. Crystall is still teaching
at UNC-CH, showing how unconcerned UNC-CH is
by her actions. The lack of response on campus to the
OCR report — other than to crow about how the in-
stitution was exonerated — shows how far removed
itis from the realization that what Crystall did to her
student was atrocious, execrable, and offensive.

Yes, UNC-CH did the right things administra-
tively after learning of Crystall’s deeds. Now it’s time
it did something about the enabling mindset behind
them. q
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Bats in the Belltower

We Must Act to Stop Conservatives
From Saying We Want to Stop Them

efore the Pope Center for Higher
B Education Policy’s conference on

academic freedom, held at the
McKimmon Center of N.C. State Univer-
sity, the following e-mail was sent to N.C.
State faculty in the College of Humani-
ties and Social Sciences (the full text of
this e-mail is at www. popecenter.org/
features/article.html ?id=1453 ):

Dear CHASS Faculty:

Dean Linda Brady met with CHASS
faculty senators today to start thinking
about how we can all best communicate
with one another and with you about is-
sues of importance to our college. ... The
most critical issue before us this month
is the arrival of conservative activist
David Horowitz on campus for a day-
long conference tomorrow. ... Horowitz,
who founded Students for Academic
Freedom more than a year ago, is the
leader of a movement claiming that uni-
versities are overwhelmingly dominated
by a liberal ideology, that conservative
students and faculty are being harmed
and punished for their views, and that
universities and colleges should volun-
tarily adopt measures to correct this im-
balance. If they do not, Horowitz and
others say, universities and colleges
should have such measures imposed
upon them — either by university boards
of trustees, or by state or national legis-
lation. Georgia State Senate passed a non-
binding resolution using the language of
the Academic Bill of Rights; university
administrators in Colorado adopted the
provisions voluntarily in exchange for
having the bill pulled out of the legisla-
ture there; it is in committee in the U.S.
House of Representatives.

A number of us on Faculty Senate
have good reason to believe that the Pope
Center for Higher Education, a self-ap-
pointed watch dog over higher education
in North Carolina, is planning to intro-
duce a bill very similar to Horowitz’s into
the state General Assembly. The Pope
Center is sponsoring Horowitz, among
others, at its day-long conference tomor-
row (Oct. 16) at the McKimmon Center,
entitled “Freedom and the American
Campus.” If you visit the Pope Center’s
website at http:/ / www.popecenter.org,
you’ll be able to read at greater length
the general philosophies behind the Pope
Center’s support of Horowitz and oth-
ers, as well as view the speakers and top-
ics featured at this conference.

The Faculty Senate had already
started to play an active role in ensuring
that if this “Academic Bill of Rights” is
introduced in North Carolina, it does not
go far. Tuesday, Oct. 5, it passed a reso-
lution on Academic Freedom . ...

The carefully chosen language of
Horowitz’s Academic Bill of Rights does
not fully expose the agenda behind it. If
you visit Students for Academic Freedom
... you will more fully understand the
bill’s mission. SAF’s motto is “You can’t
get a good education if they’re only tell-
ing you half the story.” ...

We should note here that the Univer-
sity of North Carolina Board of Gover-
nors’ code on academic freedom includes
protection of students specifically in its
wording.

The American Association of Univer-
sity Professors, which has fought consis-
tently and hard against this bill, has also

consistently held that academic free-
dom can be maintained only so long as
faculty remain autonomous and self-
governing. Notes the AAUP: “We do
not mean to imply, of course, that aca-
demic professionals never make mis-
takes or act in improper or unethical
ways. But the AAUP has long stood for
the proposition that violations of pro-
fessional standards, like the principles
of neutrality or nonindoctrination, are
best remedied by the supervision of fac-
ulty peers.”

By repudiating this basic concept
of faculty autonomy, the Academic Bill
of Rights alters the principles of neu-
trality and nonindoctrination in ways
that contradict academic freedom as
advanced in standards and practices
that the AAUP has long endorsed.
Horowitz’s bill even demands that pro-
fessional societies —not under the con-
trol of state legislatures — “should
maintain a posture of organizational
neutrality with respect to the substan-
tive disagreements that divide research-
ers on questions within, or outside,
their fields of inquiry.”

The oft-stated reason for the need
for this bill is that conservative students
are being abused or indoctrinated by
university professors and administra-
tors. This charge has been vastly exag-
gerated for political gain. ...

Itis the responsibility of the faculty,
in cooperation with administration, to
ensure compliance with professional
standards. No one is claiming here that
abuses do not ever occur. The question
is who is best able to set standards and
follow through. ...

Courses and curriculum go
through a lengthy process of review
and transformation within the univer-
sity system. While we should not pre-
tend that every single course meets our
own personal view of what is a worthy
object of study, it is the scholarly peer
process that should reign — not inter-
vention by a small minority of outsid-
ers bent on controlling and transform-
ing the university system. Of course,
this is the real agenda — imposing po-
litical litmus tests on course content.

A final charge launched is that the
university is dominated by liberals, and
that conservative professors are either
not hired, or actively punished for their
views during the promotion and ten-
ure process. Our system of hiring and
tenuring faculty, while never perfect, is
complex and multifaceted. Research
productivity and quality, teaching abil-
ity, and departmental needs, emphases
and visions are only a few of a multi-
tude of factors that go into the hiring
process. The promotion and tenure pro-
cess is even more complex. ...

To conclude, we all look forward
to a robust and multifaceted conversa-
tion on these issues. We believe that the
true principles of academic freedom
will ultimately be victorious. But we as
faculty need to take action in what is
sure to be a struggle over the future of
higher education.

Best,

Cat Warren

CHASS Faculty Senator

Assoc. Prof., Department of English

Director of Women'’s and Gender
Studies cJ

Higher Education

The Secret Is Out — N.C. State
Announces Its New Chancellor

By SHANNON BLOSSER
Contributing Writer
CHAPEL HILL
fter a search marked by secrecy,
A North Carolina State University
has a new chancellor — someone
who is familiar with the institution.

Dr. James Oblinger, 58, who has served
at NC State for nearly 20 years — includ-
ing most recently as the school’s provost
since May 2003 — was
named the school’s 13th
chancellor. Oblinger re-
places Marye Anne Fox,
who resigned to take a
similar position at the Uni-
versity of California at San
Diego. Oblinger will offi-
cially take over as chancel-
lor on Jan. 1.

After being selected,
Oblinger spoke of N.C.
State’s “unique place in the
history, quality of life and
economic development of
North Carolina. N.C. State
takes seriously the public’s trust and our
role in addressing the relevant needs of the
state,” he said.

Oblinger was promoted following a
five-month search for a new chancellor and
debate over how much money to pay the
new chancellor. Members of the University
of North Carolina Board of Governors ap-
proved Oblinger’s nomination during the

Dr. James Oblinger

board’s October meeting.

“During nearly two decades of service
to NC State University, Jim Oblinger has
developed a deep understanding of the in-
stitution, its special relationship with the
citizens of this state, and its vast potential
for even greater service to the state and the
nation,” UNC President Molly Corbett
Broad said.

“While rising through the administra-
tive ranks from associate
dean to chief academic of-
ficer, he has proven himself
to be a collaborative, con-
sultative leader, one who
has earned the trust and re-
spect of his colleagues, the
students, and other key
campus constituencies.”

Oblinger began his ca-
reer at the University of
Florida in 1972 as a food
microbiologist and assis-
tant professor of food sci-
ence and human nutrition.
He left the college in 1984
to become the University of Missouri-
Columbia’s associate dean and director of
resident instruction in the College of Agri-
culture. Oblinger joined NC State in 1986,
taking a similar position.

Since joining NC State, Oblinger had
served as dean of the College of Agricul-
ture and Life Sciences and executive direc-
tor of agriculture programs. q

CAROLINA JOURNAL Publisher
John Hood Garners Praise
for His Most Recent Book:

Investor Politics

The New Force That Will Transform American Business,
Government, and Politics in the 21st Century

“‘John Hood has produced a timely and informative account of the most
significant demographic shift of this century — the rise of a shareholder

democracy in America.”

— Jack Kemp

“Investor Politics is chock-full of interesting historical anecdotes, clever

policy analysis, and surprising musings.”

— National Review

‘John Hood offers many astute observations about the reasons govern-

ment social programs are imperiled.”

— Greensboro News & Record

‘I highly recommend Investor Politics to any reader interested in under-
standing how our government turned into an entitlement trough.”

— Kevin Hassett, AE/

“Hood has delivered a thoughtful and very engaging text that will help
move the debate from last century’s entitlement-dependent view of
society to the country’s Jeffersonian roots of self-reliance”

— Chris Edwards, Cato Institute

Look for Investor Politics in bookstores or at www. TempletonPress.org.
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How UNC-Chapel Hill Could Show Real Leadership Among Universities

By GEORGE C. LEEF

Contributing Editor
RALEIGH
n Sept. 29, UNC-Chapel Hill
O Chancellor James Moeser deliv-
ered his State of the University
Address. Throughout his speech, Moeser
talked repeatedly about the importance of
the university showing leadership. Leader-
ship would be indeed a splendid thing if it
were in the areas central to the university’s
educational mission.

Unfortunately, the leadership that
Moeser wanted to discuss had little to do
with the teaching of students. No, the lead-
ership Moeser has in mind is of a different
sort — a variety of programs in initiatives
that are supposed to benefit the state as a
whole. For example, he wants the univer-
sity to lead by creating jobs and expanding
the state’s tax base. Toward that end, UNC
has created an Office of Economic and Busi-
ness Development.

The OEBD is supposed to improve the
ability of entrepreneurs and business man-
agers to invest and expand in the state by
“matching faculty and campus resources
with statewide needs.”

Sounds nice, but chambers of com-
merce around North Carolina are already
quite adept at providing businesses with
assistance, and to the extent that UNC
might have faculty members or information
that could be valuable, people in business
already have both the means and motive to
search for what they need. How much busi-
ness growth will occur because of the OEBD
that otherwise wouldn’t have happened?
My guess is extremely little.

What we have at UNC (and also at
many other big universities) is a case of
mission creep. That is, taking on functions
that are outside their responsibility. Busi-
nesses that behave that way, diversifying
into many different markets outside of the
one where they’re very good, often wind

up being mediocre
to poor in every-
thing. A university
that succumbs to the
temptation to ex-
pand into areas /
other than educa-
tion is apt to have

the same result. ‘
Instead of try-
ing to expand the E——

writing skills and
graduate without
having made much
improvement.
Since just earn-
- ing a bachelor of
arts degree no
longer signifies
much by itself, I
think it’s time for
UNC to lead by

state’s economy or

coming up with a

deal with other

problems that are outside its core mission,
UNC should take leadership in something
that is at the absolute heart of its reason for
existence — ensuring that students make
significant gains in the skills and knowl-
edge they will need when they enter the
world of work.

Wait a minute — if students are able to
earn enough credits to graduate, doesn’t
that pretty well show that they have learned
alot? Not necessarily. An increasingly com-
mon complaint among professionals and
business managers is that many college
graduates they hire are weak in some cru-
cial respects.

The most important of those is writing.
If they can’t write clearly, they’re going to
encounter difficulty in a wide array of jobs.
But as a recent report by the National Com-
mission on Writing found, there is consid-
erable dissatisfaction in the business com-
munity with the writing ability of college
graduates.

Here’s a typical comment. “Recent
graduates aren’t even aware when things
are wrong (singular/ plural agreement, run-
on sentences, and the like). I'm amazed they
got through college.”

The problem is that at many colleges,
students are infrequently given written as-
signments, and when they are, the work is
not rigorously critiqued and graded. Con-
sequently, many students enter with poor

way of demonstrat-
ing academic value gained by students.
What I have in mind is an exam to assess
student abilities in such universally impor-
tant areas as language skills, reasoning, and
mathematics, given to incoming freshmen
and graduating seniors. That would give
us a before-and-after picture of student ca-
pabilities.

Testing for success

Doing well on the exam would be an
added competitive advantage for UNC stu-
dents — provided that the exam was writ-
ten and administered in a fashion that in-
spired confidence in it. A strong set of scores
would say to potential employers, “This
student will be a good asset and you won't
need to spend additional money on train-
ing.”

Furthermore, with the inducement of
getting a stronger graduation score, stu-
dents would probably tend to take courses
that they think would augment their writ-
ing and thinking abilities, rather than, as
some students admit to doing, just looking
for courses that are relatively easy and fun.
Useful learning would become more highly
valued and fluff courses would become less
attractive to students.

If UNC were to take this step, it would
most likely spread quickly to other univer-
sities. Graduates with solid proof of their

intellectual capabilities would have an ad-
vantage over students with nothing more
than a bachelor’s degree. Wanting to pro-
vide their students with similar evidence
of readiness for employment, other schools
would follow UNC’s lead.

This exam would also be of great use
within UNC. Suppose that the first few
years of the exam showed that many stu-
dents were not progressing much in the ar-
eas covered. That ought to provoke a reac-
tion, such as a directive from the chancel-
lor to the deans telling them that they
should do more to improve student writ-
ing, or wherever the weaknesses were most
notable.

The exam would also make it possible
for the administration and students to see
which programs within the university
tended to promote the strongest gains and
which ones were weak. Knowing that could
influence students in their choice of major.

UNC (and other colleges and universi-
ties) have been acting like businesses oper-
ating without any quality-control proce-
dures. Their “outputs” — graduates — get
a stamp of approval just because they’ve
made it through the system. That was ad-
equate 50 years ago when getting into col-
lege was hard and staying in required con-
siderable perseverance, but at a time when
higher education has become a mass con-
sumer product, we need to institute some
means of educational quality assurance.

In his book How to Succeed in School
Without Really Learning, Professor David
Labaree writes that college degrees have
become merely a credential to many stu-
dents. “The payoff for a particular creden-
tial is the same no matter how it was ac-
quired, so it is rational behavior to try to
strike a good bargain, to work at gaining a
diploma, like a car, at a substantial dis-
count.”

If UNC could defeat credential mania,
that would be leadership I'd applaud.  ¢J
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Town and Country

Durham party houses decried

Loud parties and trash-strewn
yards long have been a fact of life in
many Durham neighborhoods where
groups of college students pool
money to rent a house.

Now some people see a little-used
city regulation as a potential solution,
the Herald-Sun of Durham reported.
It's called the maximum-occupancy
ordinance, and it says no more than
three unrelated people may live in a
residence zoned for single-family
homes.

The ordinance is a tool residents
sometimes use when calling the po-
lice or holding an old-fashioned,
neighbor-to-neighbor powwow fails
to solve a problem, says City-County
Planning Director Frank Duke. People
caught violating the ordinance usu-
ally move out to avoid fines.

That’s why the ordinance is par-
ticularly appealing to some residents
in neighborhoods surrounding Duke
University’s East Campus, said Trin-
ity Heights resident Chris
McLaughlin.

“To me it’s one of the few tools
we have left that might be successful
at attacking the root problem of these
party houses, and that is that land-
lords are making a profit from this
kind of behavior,” McLaughlin said.

The problem, officials say, is the
ordinance is hard to enforce.

In order to cite violators, the city
must have a legal document showing
more than three people are living in a
home.

“I can’t just go in and cite some-
one because someone says they’ve got
more than three people living there,”
Frank Duke said.

The ordinance has been in place
since at least 1979, which is as far back
as Frank Duke has been able to track
it. He says only two citations have
been written during his nearly three
years as director.

One was issued recently to five
students living in a house at 708
Buchanan Blvd.

Town delays zoning permits

Developers will have to wait un-
til February to get permission to build
large projects inside Summerfield lim-
its, the town council has ruled, accord-
ing to the News-Record of Greensboro.

Council members voted 4-0 to en-
act a building moratorium on certain
types of development, mostly large-
scale developments and projects that
would require changes to the town's
ordinances.

Summerfield Mayor Dena Barnes
told those gathered at a town council
meeting that the moratorium was
meant to give the town’s new plan-
ning staff a chance to take over duties
from Guilford County planners. The
county planning department has been
providing planning services for the
town, but Summerfield is establishing
its own department.

The moratorium will also give the
town time to revise its zoning ordi-
nance.

The moratorium does not apply
to new developments of four houses
or fewer, small business develop-
ments under certain size limits, gov-
ernment projects, and most kinds of
revisions to plans that have already
been approved. q
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Alamance County Passes Up ‘Gold Mine’

Privately operated landfill would have generated loads of revenue, officials say

By DONNA MARTINEZ
Associate Editor
RALEIGH
( : aving to pressure from environ-
mental activists, the Alamance
County Board of Commissioners
has rescinded its initial approval and is pro-
hibiting its county manager from investi-
gating a public-private partnership that
could create a multimillion-dollar revenue
stream for the county by turning its solid-
waste landfill into a regional operation. Just
weeks after giving its unanimous approval,
only retiring Chairman John Patterson sup-
ported County Manager David Cheek’s rec-
ommendation to pursue interest by four
waste management companies in operating
the Austin Quarter Landfill near Saxa-
pahaw.

The 4-1 vote in September all but guar-
anteed Alamance County residents will be
hit with multiple property tax rate increases
over the next several years as the county
struggles to fund public services supported
by residents and commissioners. The policy
turnabout capped a contentious period that
began in August when commissioners gave
Cheek’s office the go-ahead to look into re-
gionalizing and privatizing the landfill. But
when opposition surfaced, primarily from
the Coalition for Environmental Responsi-
bility & Education through Synergy
(CERES), Patterson said commissioners got
nervous, especially those running for re-
election.

“I don’t think they realized how much
vocal opposition there would be,” he said.
As a result, rate increases are inevitable,
Patterson said, something he tried to avoid
by looking at the landfill opportunity. “We
had a real gold mine there,” he said. “I wish
I knew how many millions we just passed

”

up.
County must pay somehow

So does Cheek, but he said it’s nothing
more than speculation now that the idea is
off limits. What he does know is that the
county faces a long list of expenses: student
population growth, a $36 million school
bond referendum on the November ballot,
the construction of a $10 million jail, and a
Medicaid burden that is trending up. “My
motives for wanting to push this idea were
purely business, financial motives to help
fund government and some of the services
that citizens keep demanding but yet don’t
want to pay for,” he said.

Property taxes account for 50 percent
of the county budget and Cheek said the
tax rate is the only item the county can move
up or down to significantly affect resources.
The current rate is 51 cents per $100. He an-
ticipates a 4-cent jump before fiscal 2006-
2007 unless other revenue is secured.

Cheek has tried to keep the county’s
property tax rate low. In fiscal 2001-2002, it
was 52.5 cents per $100. The next year, it
was lowered to 42 cents to keep it revenue-
neutral after a property revaluation. But in
fiscal 2003-2004, the rate was increased to
50 cents per $100, in part to make up for
$3.5 million in local reimbursements with-
held from the county by Gov. Mike Easley.
Cheek anticipates the rate will jump to at
least 52 cents in 2005-2006 to make debt
payments on a new 240-bed jail.

If the school bond passes, it will force
an additional half-cent jump, he said, push-
ing the rate to 52.5. Cheek projects fiscal
2006-2007 will likely see another increase
of 2.5 cents for school bond expenses and
correctional officers at the jail, scheduled to
be completed in 2006.

Despite the commissioners’ decision,
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A truck dumps its trash at the Alamance County Health Department’s landfill.

Cheek continues to look for other cash
sources. For example, he hopes to lease
unused beds in the new jail to other agen-
cies.

He regrets not being able to pursue
landfill options but said he understands his
job is to implement board policy. That
means sticking with a county-owned and
county-operated facility, which employs
nine and receives about 100,000 tons of trash
per year.

The county generates $3.6 million in
landfill revenue annually and, after ex-
penses, nets $400,000, which goes into a
fund for future costs related to closure and
post-closure of the facility. Yearly opera-
tional expenses include $860,000 paid to
Santek Environmental Inc, which uses its
equipment and employees to compact and
cover the trash.

Cheek is convinced the county could
produce more profit by being creative and
working with a private firm to fill the need
for a regional landfill. In addition to four
companies that recently expressed interest,
Santek inquired in 2001 about expanding
its relationship with the county, but infor-
mation presented to commissioners went
nowhere.

“Citizens came out of the woodwork
as they did two months ago,” said Cheryl
Dunson, vice president of marketing for
Santek. She said the firm’s 2001 proposal
would have reduced the county’s expenses
by more than $11 million over 10 years and,
eventually, provided as much as $4.1 mil-
lion per year back to the county.

Santek would have accomplished that,
Dunson said, by marketing the landfill to
haulers, accepting trash from outside the
county, and sharing revenues with the
county. “There was a lot of misconception
at the time,” she said. “The public perceived
the county to be losing control of the land-
fill, but the county would have owned it.”

Sampson County’s example

Cheek points to Sampson County as the
model he used as his recent guide to
Alamance County’s potential. Sampson’s
regional landfill is owned and operated by
Waste Industries and generates about $1.3
million per year in host fees for the county,
said Susan Holder, assistant county man-
ager.

That cash has allowed officials to pay
down debt, improve community college fa-
cilities, reduce proposed property tax rate

increases, provide residents free access to
the landfill, and pay for regulatory costs for
monitoring the landfill when it closes in 30
to 40 years. She said the county also ben-
efits from taxes paid by Waste Industries
employees and on the vehicles used by
firms associated with the landfill’s opera-
tion.

Holder said there was opposition from
residents in 1992 when Sampson officials
signed the agreement with what was then
BFI, but some were supportive once they
understood the services the regional land-
fill would fund.

Today, the landfill is well-manicured
and attracts little attention. “If you didn’t
know it was a landfill, you wouldn’t know
it when you drive by,” she said.

Lined landfills go unnoticed

That’s the irony of the not-in-my-back-
yard mentality, said Chris Roof, general
manager of MRR Southern, a Raleigh firm
specializing in construction and demolition
landfills.

“Public chaos is created because of per-
ceptions of old town dumps. That’s not the
case,” he said, noting that EPA regulations
govern lined landfills.

He likens their design and safeguards
to “dry entombment.” They don’t attract at-
tention, he said, explaining that a northern
Wake County landfill was established when
the area was undeveloped but its neighbors
now include schools and homes.

Roof experienced the NIMBY phenom-
enon firsthand when his company pro-
posed a municipal solid-waste landfill to
Lee County officials in the spring of 2003.
Public opposition was stiff.

Accusations flew about groundwater
contamination and out-of-control truck traf-
fic. Things got so politically charged that
Roof rescinded the application later that
year. “It would have been an excellent op-
portunity,” he said.

That sentiment represents more than
his opinion; the law of supply and demand
is at work. The state’s annual report on solid
waste management for fiscal 2002-2003
notes that while North Carolina has 41 op-
erational municipal solid-waste landfills,
much of the capacity “is not widely avail-
able due to permit conditions, franchise
arrangements, political decisions, and dis-
tance.”

“We're handcuffed by local govern-
ment,” Roof said. q



The Charlotte Knights are seeking money from local government to move from Fort Mill, S.C. to Charlotte proper.

Developer, arts, baseball seek support

Special Projects Seek Charlotte’s Help

By MICHAEL LOWREY

Associate Editor
CHARLOTTE
unning a city of 600,000 people is a big-budget
Renterprise. Yet even by the standards of North
Carolina’s largest city and county, Charlotte and
Mecklenburg County have recently faced a large number
of requests for assistance in financing high-visibility projects.
Developers, local arts groups, and the city’s minor league

baseball team have recently proposed a combined $160
million in public funds for various projects.

Too successful to shop

The situation Charlotte faces is different from what
many communities today are experiencing. Charlotte is a
rapidly growing city featuring a vibrant central business
district, completely with an ever-increasing number of
skyscrapers. Tens of thousands workers commute on a
daily basis into uptown Charlotte. The streets are even
increasingly lively after hours, and a number of successful
bars, clubs, and restaurants operate in the area.

Perhaps the most obvious signs of success are the high
land values in and around downtown Charlotte. Paradoxi-
cally, this is also perceived as a problem. The high land
prices, as compared to more outlying areas, have made
downtown Charlotte unattractive for retail development.

As Wachovia economist Mark Vitner said to The Char-
lotte Observer, “If you simply try to recreate a suburban
shopping experience inadowntown area, that's doomed to
fail.”

And Charlotte’s vision of itself, or at least the vision of
those Charlotteans that guide public policy, most defi-
nitely includes stores located near uptown. To address this
perceived shortcoming, both the city and county have been
willing to make deals with developers.

Earlier this year, the city and county reached an agree-
ment with Spectrum Properties on a plan to convert the
city’s old convention center into a retail and entertainment
hub, featuring among other attractions, a movie theater.
The public contribution over time may approach $7 mil-
lion, although the project would have to succeed for Spec-
trum to get nearly half the funds. Spectrum had originally
requested the city provide $4.8 million in infrastructure
improvements, $420,000 a year in city money for 10 years to
subsidize parking, and a deferral on property taxes.

Putting the old convention center to some productive
use was along time in coming. The building has sat unused
since 1995. The city’s previously attempt at selling the
building in 2000 fell through when the developer the city
selected was unable to fund the project.

City and county leaders are reviewing a proposal for
$17 million in tax breaks over 10 years for a separate project
to redevelop Midtown Square, an old shopping mall near
downtown Charlotte. The core tenants would be a Home
Depot EXPO Design Center and a Target store. A second
phase of the project would add additional retail and office
space plus a mid-rise condominium complex.

Under the proposal, 90 percent of the tax revenue
generated by the project would be go back to the develop-
ers.

And the arts and sports...

While the money developers are seeking is substantial,
even greater requests for public funds have come from arts
and sports groups. Previous city decisions mean that any
funding, even toimprove existing city-own facilities, would
likely result in a tax or fee increase of some sort.

The critical event was Charlotte’s attempt to keep a
National Basketball Association franchise. By the late 1990s,
the owner of the Charlotte Hornets was unhappy with the
team’s home at the Charlotte Coliseum and was consider-
ing moving elsewhere. In a last-ditch effort to keep the
team, the city put to a referendum a plan to build a new
arena, a new stadium for the Charlotte Knights minor
league baseball team, and fund five arts-related capital
projects. Bundling the disparate elements together was
widely regarded as a means of gaining support for its
largest and least popular element, the arena. Funding
would come from the city’s hotel-motel taxes and new car-
rental and ticket taxes.

The referendum failed and soon thereafter the Hornets
were on their way to New Orleans. The NBA, however,
agreed to award Charlotte an expansion franchise, contin-
gent upon the city contributing heavily toward a new
arena. To pay for the new building, Charlotte City Council
voted to borrowed money against the entirety of the city’s
future hotel-motel tax receipts.

Not discussed at the time was how — or even if — the
city should fund future tourism-related projects, given that
the traditional and most logical funding source had been
full committed for the foreseeable future.

In May, the proverbial other shoe dropped. The Arts
and Science Council, an umbrella agency for Charlotte’s
arts groups, presented the city with its visions for the
future. The plan came to $190 million, with $88 million
from private sources, $88 million to come from the city, and
the county asked to contribute land worth $14 million.
While some of the special proposals, such as remodeling
the Discovery Place science museum, were part of the
arena bundle, others were new.

The city has formed a committee to examine the re-
quest and identify potential funding sources.

The other party to the arena bundle, the Charlotte
Knights class AA A baseball team, has also made numerous
requests for public money. Despite their name, the Knights
actually play across the state line in Fort Mill, S.C. The team
averaged only 4,081 fans per game this past session, the
second lowest attendance in the 14-team International
League. Not surprisingly, the team’s owners have decided
that their revenue stream would be enhanced if they could
move into Charlotte proper. Since 2000, the team has
regularly forwarded proposals to both the city and county
seeking publicdollars to help with anew, in-town, ballpark.
The Knight's latest proposal would have them pay half the
$34 million cost of the new park proper, with local govern-
ment providing both the land and covering the other half
of the construction cost. The club’s previous proposal had
the team contributing about $5 million. Though the county
has agreed to look at the proposal, the club’s previous
proposals have not generated much public attention or
support, making public funding likely a long shot. cJ
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Localities Grow,
Freedom Withers

hile I was watching the vice presidential
W debate the other night the subject of pov-

erty in Cleveland, Ohio came up. Cleve-
land was recently declared as the most poverty-
stricken large city in the nation by the U.S. Census
Bureau. It was followed by Newark, N.J. and Detroit.
Apparently, poverty was one of the few subjects that
both Vice President Dick Cheney and Democratic
vice presidential candidate John Edwards agreed
upon. As my mind raced, I started thinking back to
earlier research I had done on tax increment financ-
ing and then it hit me, “If
tax increment financing
(Amendment One) as pro-
posed is such a good idea,
then how could Cleveland
possibly be this bad off?”

You see, the following
quote came from a press
releasein April from Cleve-
land, “This streetscape
project will help to revital-
ize our downtown,” said
Mayor Jane Campbell. “It’s
also unique because we’re
using tax increment financing to make these neces-
sary streetscape improvements.” Cleveland is no
stranger to this form of financing, and it would do us
well to look back at what has happened there to
understand why Amendment One is bad for North
Carolina.

There are many similarities between the Cleve-
land of the early 1980s and North Carolina today.
Cleveland was devastated economically when the
steel industry dried up and manufacturing losses hit
the area hard, not unlike what has happened here
with our manufacturing losses of recent years.

Cleveland'’s response to the losses was to begin
a host of tax increment financing districts to “spur
economic development.” The same strategy em-
ployed to push TIF financing districts in Cleveland is
being used here to pass Amendment One. Some
examples used in Cleveland are the Third Federal
S&L project, the Colonial Market Place, The Old
Arcade, the Lee Harvard Shopping Center, and the
Shaker Square Shopping District.

All required millions of dollars in tax increment
financing. The results, however, were not good. The
city recently laid off hundreds of police officers and
firefighters and reduced trash pickup to save money.
Cleveland officials are even pushing a $68 million
bond for education.

This is a city that relied on the belief that tax
increment financing would “provide jobs and usher
in new economic development.” Cleveland officials
did so at their own peril, and they are still using this
tool even more aggressively now as they seek an-
other $2.9 million for the new Superior Avenue
Streetscape project. Incidentally, Cleveland’s unem-
ployment rate now tops 12.2 percent, more than
double the national average.

Amendment One allows local politicians to sell
bonds and borrow money without taxpayerapproval.
Study after study has concluded that this creates a
situation where taxpayers will ultimately subsidize
the services provided in the new Tax Increment
District. But this is a dangerous political season, in
which the No. 1 issue in North Carolina is jobs, and
Amendment One proponents are taking advantage
of this to falsely argue that this new form of govern-
ment debt, unlike all others, will create additional
employment opportunities.

The fact is that every one of the top 10 most-
impoverished cities in the United States use tax
increment financing. Newark and Detroit, Nos. 2
and 3, respectively, on the poverty list, have exten-
sive TIFs for economic development and have both
borrowed their way into poverty.

New economic development is necessary in
North Carolina. The way to bring about this devel-
opment is to foster entrepreneurship with lower
taxes and reduced regulations. What we don’t need
are more ways for government to borrow money. ¢j

Chad Adams
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Local Innovation Bulletin Board

n Environmental Protection
A Agency report offered, what it

said, was evidence of the ben-
efits of “smart growth” communities—
less congestion and less pollution. How-
ever, complaints from another govern-
ment agency over the accuracy of the
report forced the EPA to retract its find-
ings.

According to researchers Wendell
Cox and Ronald D. Utt, the report com-
pared urban areas that have promoted
smart-growth practices—such as high-
density housing, pedestrian-friendly
streets, and mass transit—with “control
group” cities (those that are auto-ori-
ented and low-density).

The report concluded that three
smart-growth cities—Philadelphia, Pitts-
burgh, and New Orleans—had less traf-
fic congestion and more transitridership
than control-group cities such as Hous-
ton, St. Louis, and Charlotte, however:

The EPA failed to mention that the
three smart-growth cities selected have
higher unemployment rates than the
control-group cities; for example, Char-
lotte has 20 percent more employment
per 1,000 people than does New Orleans.

Also, the populations of the smart-
growth cities have declined since the
1990s: Philadelphia, 4.3 percent; Pitts-
burgh, 9.5 percent; and New Orleans, 2.5
percent.

The EPA report also left out one of
the most controversial smart-growth cit-
ies—Portland, Ore., which has the worst
traffic congestion of any metropolitan
city its size.

The report selected smart-growth
cities that generally had stagnant econo-
mies and population declines. Such char-
acteristics obviously have an impact on
reducing congestion, because fewer
people travel to and from jobs, Cox and
Utt said.

Reported by the Heritage Foundation.

Urban hardship down

Urban hardship dropped by nearly
75 percent in the nation’s largest cities
between 1970 and 2000, according to a
study by the Nelson Rockefeller Insti-
tute.

The study ana-
lyzed 55 metropolitan
areas with respect to
unemployment, de-
pendency, education,
income level, poverty,
and housing condi-
tions from 1970 to
2004. Using this data,
researchers composed

|
The EPAfailed to men-
tion that the smart-
growth cities selected
have higherunemploy-
ment rates than the
control-group cities.

‘Smart Growth’ Study Flawed

ture a moderate share of metropolitan-
area population, comparatively highlev-
els of newer housing, and less-intense
pressures from high rates of racial segre-
gation, poverty, limited education, and
unemployment than other cities.

Wildlife birth control

As land becomes more developed,
wildlife populations are mingling with
people and infrastructure, the New York
Times says. Florida’s monk parakeets,
which are believed to number up to half
a million, are nesting on the infrastruc-
tures of power grids, which creates power
outages, fires, and dangers to electrical
workers. Canada geese number at about
3.5 million in the United States; their
numbershaveincreased anaverage of 14
percent peryear along the Atlantic Coast.

However, the killing of wildlife
through hunting or humane methods
(such as gassing Canada geese) has
drawn shrill protests, so researchers are
developing alternatives to prevent ani-
mals from multiplying. Among them:

* The human cholesterol-lowering
drug diazacon has been found to pre-
vent birds from reproducing by reduc-
ing the cholesterol necessary for produc-
ing birds” reproductive hormones.

* Nicarbazin is being tested on
Canada geese. The drug prevents egg
hatching by affecting yolk membranes.

e A vaccine known as PZP has been
effective in horses by preventing sperm
from fertilizing an egg.

The techniques are not without chal-
lenges, however. Researchers are still
trying to determine the proper doses to
administer, and the vaccine PZP requires
two shots, meaning thatanimals mustbe
captured twice.

Eminent domain

For years, governments have taken
private lands with almost no thought to
constitutional limits or the injustice of
theiracts. The nation’s highest court may
soon bring this to an end, the Investors
Business Daily reports.

The Supreme Court recently agreed
to take Kelo v. New
London, the case of a
group of working-class
homeowners who are
fighting the city of New
London, Conn., which
has plans to demolish
their houses to make
way for a private de-
velopment.

The Institute for

a hardship index,
where a score of 100
represents the worst conditions. The au-
thors found more than 36 percent “im-
proved” their hardship levels over the
last three decades. Another 38 percent
“greatly improved” their hardship in-
dex score by 20 percent or more. Only 18
percent of cities, or fewer than one in
five, either “declined” or “strongly de-
clined” in signs of economic prosperity
during the three-decade study period.
The three North Carolina cities in
the study, Raleigh, Charlotte, and
Greensboro, all were among the seven
cities with the least hardship in 2000.
The researchers say the cities with
lowest hardship benefited from having
elastic city boundaries, an ability to cap-

Justice documented
more than 10,000 cases
between 1998 and 2002 of governments
abusing the power of eminent domain.
That power was intended at the birth of
the United States to let authorities con-
demn private property for public—not
private—use, but not without the just
compensation required by the Fifth
Amendment.

Should the appropriate ruling be
made, governments’ habit of taking prop-
erty for use by other private interests is
likely to be halted. There would be no
more cases like the one in New London,
where the city has tried to seize homes to
help a commercial development that of-
ficials favor because it would generate
more tax revenues. q

From Cherokee to Currituck

Local Government

Cabarrus County Quadruples
Fee For New-Home Construction

By MICHAEL LOWREY
Associate Editor
CHARLOTTE
ne of North Carolina’s fastest
O growing counties is quadrupling
its home-building fee. The move
by Cabarrus County is an effort to generate
additional revenue to pay for additional
school construction and limit growth.

“We donothave an option as a county
whether or not we fund school construc-
tion,” County Commissioner Bob Carruth
said to The Charlotte Observer. “We cannot
put kids in tents.”

The actionby the county Sept. 20 raises
the per-lot fee from $1,008 to $4,034. The fee
will also automatically increase to account
for additional school construction needs as
they arise. The fee had been as low as $500
as recently as August 2003.

The county is also considering impos-
ing a $1,331 fee per unit for new multifam-
ily-housing construction.

The impact-fee increase was backed
even by some conservatives on the county
commission, who regarded the impact-fee
increase as less objectionable than a raise in
the property tax.

Cabarrus County’s population was es-
timated to be 143,433 as of July 1, 2003, an
increase of 12,370, or a 9.4 percent, over that
of April 2000. Cabarrus ranks in the top 10
counties in the state in population growth
since 2000 in both absolute and on a per-
centage basis.

While the most ob-
viousimpactof the higher
fee would be to generate
additional revenue for the
county, itis also expected
to reduce future home
construction. By making
new homes more expen-
sive in the county, fewer
people will be able to af-

|

The action raises the
per-lotfee from $1,008
to $4,034... The fee
had been as low as
$500 as recently as
August 2003.

widely reported that they could operate
only along 14 specially marked corridors.
In addition to permanent signs stating that
the speed limit was “photo enforced” along
these streets, the Charlotte-Mecklenburg
Police Department would also put tempo-
rary signs up to notify drivers that a speed
camerawas ahead. Drivers would get 1,000-
foot notices of the cameras. The presump-
tion, including among elected officials, was
that the mobile signs would give drivers
enough time to slow down before a camera.

Inactuality, thereisnothingin statelaw
that requires the temporary signs if drivers
have notice through the permanent street
signs. And while the Charlotte-Mecklen-
burg police have been using the mobile
signs, officers have at times placed them 50
feet or less from the camera vans.

“If you’re not speeding, you have noth-
ing to worry about,” Capt. Dave Haggist,
who oversees the speed camera program,
said to The Charlotte Observer.

Haggist has, however, reminded his
officers of his previous order to place the
portable signs at least 200 feet ahead of the
vans.

Reidsville funds development group

Despite facing a difficult financial situ-
ation that forced it to lay off workers,
Reidsville’s town council voted, 4-3, to con-
tinue contributing to a public-private eco-

nomic development
agency in Rockingham
County.

The Partnership for
Economic and Tourism
Development, as the
agency is called, is a 2-
year-old project that also
receives funds from all
other Rockingham
County municipalities.

ford them. Starter homes

should be especially hard-hit because the
fee is charged per lot; the same payment is
charged for anew $100,000 house as it is for
anew $1 million home.

“When you put a $4,000-to $5,000-in-
crease on a home,” said Richard Suggs, the
only county commissioner to vote against
the higher impact fee. “It puts a great per-
centage of people out of the market for
buying homes.”

“I think it will have an impact on af-
fordable housing, for sure,” interim
Kannapolis City Manager Mike Legg said
to The Charlotte Observer.

Speed-camera controversy

Within two months of their introduc-
tion, speed cameras are generating contro-
versy in Charlotte, The Charlotte Observer
reports. The flak comes from the cameras
being employed in a manner different from
what was generally described before they
entered service this summer.

Charlotte recently obtained approval
to experiment with cameras that photo-
graph vehicles exceeding the speed limit.
The cameras are installed in three specially
equipped vans and are operated by police
officers. The cops set the cameras to capture
the license-plate numbers of vehicles that
go a certain amount over the posted speed
limit.

The penalty for being photographed
going too fastis a $50 fine; there is no effect
on a driver’s license or insurance.

Before the vans entered service, it was

Reidsville is donating
$37,000 to the group this fiscal year.

“We had to lay off eight human beings
this past year, and now it sounds like our
dollars are going to be used to hire someone
with the partnership,” Reidsville Mayor
Jay Donecker said to The News & Record of
Greensboro. Donecker is opposed to con-
tinuing to fund the partnership.

“When we lay people off and eliminate
jobs, we have to have a higher standard for
what we are going to fund,” he said.
Donecker argues that economic develop-
ment is a county responsibility and that his
town has already spent large sums recently
on economic development.

The town did, however, place condi-
tions on the funding. Reidsville wants to be
represented on the partnership’s executive
committee.

While municipalities are represented
on the group’s full board of directors, the
executive committee has a representative
from each community. The representative
may be a town council member or a private
citizen.

Reidsville also wants to have some say
in the wording of the group’s bylaws, get
monthly updates from the organization,
and obtain a copy of its budget.

Lisa Perry, president of the partner-
ship, described Reidsville’s decision to the
News & Record as “the right decision for
Reidsville and the right decision for
Rockingham County.”

“Perhaps it indicates a more positive
shift in the leadership in Reidsville,” she
told the newspaper. o/
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Alan Charles Kors: Double Standards in ‘Academic Freedom’

By CAROLINA JOURNAL STAFF
RALEIGH
lan Charles Kors is a professor of his-
A tory at the University of Pennsylva-
nia and is the cofounder and chairman
of an organization called FIRE, the Foundation
for Individual Rights in Education. Kors is a
historian of 17" and 18" century ideas, the
history of ideas, and is the editor-in-chief of the
Oxford Encyclopediaof the Enlightenment. He's
been involved in this debate about freedom and
freedom of thought and expression on college
campuses for many years.

Kors has fought for academic freedom since
his arrival at the University of Pennsylvania. In
1993, he defended Eden Jacobowitz in the infa-
mous “water buffalo case,” which led to the
writing of The Shadow University (1998) and
to the foundation of FIRE, both with Harvey
Silverglate. Kors has been elected four times to
University and School Committees on Aca-
demic Freedom and Responsibility by his col-
leagues. He has received two awards for distin-
quished college teaching and numerous awards
for his defense of academic freedom. He is a
contributing editor of Reason magazine, and he
has written and lectured widely on the assault
upon liberty and freedom of conscience on
America 's campuses.

Last month the topic of freedom on college
campuses was the theme of a conference spon-
sored by the Pope Center for Higher Education
Policy. While Kors was in Raleigh for the confer-
ence, hewas interviewed by Carolina Journal’s
John Hood.

Hood: Should we be worried about the status of
the protection of freedom on college campuses
today?

Kors: We should be profoundly worried
about it. A nation that does not educate
freedom will not long preserve it and will
not even know when it has lost it.

Our colleges and universities are the
scene of a ferocious assault upon freedom
of speech, freedom of conscience, freedom
of association, freedom of debate, diversity,
of ideas.

Hood: Professor Kors, when people hear that and
maybe they’re not that — they re not on cam-
puses every day and they re not involved in the
debate, that statement that you just made sounds
very jarring.

Isn’t a college a place where kids go off and
engage in too much freedom and there’s too
much weird things being expressed and college
professors have freedom to teach whatever they
want?

The popular perception may be very differ-
ent from what you're describing.

Kors: The generation of the 1960s that led
the free speech movement, the late 1960s
and secured adult status for themselves,
that generation, now in power on college
campuses, and seeing students who don’t
accept them as political and moral gurus
and leaders, has decided to save American
college students from American society.
And they see themselves as having four
years to undo the wickedness...

Hood: Oh now realistically it’s five or six!

Kors: ...of American society.

So in the 60s the same people who said,
“Don’t trust anyone over 30” have changed
that motto now that they are themselves in
power, to “Don’t trust anyone under 30.”

On campus after campus we have
moved from their free speech movement to
speech codes that selectively and for parti-
san purposes, squash one-half of the debate
and give some people sets of rights on cam-
puses and other people almost no rights in
terms of the sharp expression of their points
of view.

“There are hundreds
of campuses that ban
speech that offends
people on grounds of
ethnicity or religion or
sex or sexuality. And
the criterion is, ‘is
someone offended?’
Harassing speech is
speech that makes
someone feel ha-
rassed.”

— Alan Charles Kors

Hood: What is a speech code? We ought to break
this down a little bit.

Kors: In the beginning colleges sometimes
put what they called speech codes into their
student codes of conduct.

Now what they’ve done in the face of
public criticism is to enact what they call
harassment codes that have nothing to do
with common law understandings of ha-
rassing other people, but rather protect
people selectively from being offended.

And they will ban what they call verbal
behavior or verbal conduct. Verbal behav-
ior and verbal conduct means speech...

Hood: I'm not sure what else it could mean other
than yodeling or something.

Kors: ...that offends, that offends people in
protected categories: by race, by sex, by
sexuality.

So we have at hundreds upon hun-
dreds of American colleges and universi-
ties, speech codes that even when unchal-
lenged at publicuniversities, are manifestly
unconstitutional.

And every time we’ve challenged, four
so far, they have been found unconstitu-
tional.

Hood: Because in a public university obviously
the First Amendment protections apply.

Kors: Now a private university, as is true of
any private voluntary association, may en-
act whatever rules within the law it chooses
to follow. But it can’t engage in false adver-
tising and breach of contract.

What our private universities do is ad-
vertise academic freedom but then deliver
selective censorship and repression.

On the FIRE website (www.thefire.org)
we have a site you can go to called
speechcodes.org that takes you through
right now about 300 of our nation’s leading
colleges and universities, their codes.
Redlight for schools that absolutely ban
free speech, orange light for schools that if
they applied their code they way it sounds,
you would nothave free speech, green light
for schools that protect free speech. There
are almost no green-light schools.

Hood: Out of 3007

Kors: Out of 300!

And what universities have in these
harassment codes would truly startle
people. A prohibition, a criminal-ization of
— this is hundreds of schools — “sexist or
heterosexist remarks or jokes.”

There are schools that ban “any speech

thatintentionally or unintentionally causes
a loss of self-esteem.”

Hood: You mean like that term paper you turned
in wasn’t good enough?

Kors: Well, your point is exactly on target.
Honest criticism causes a loss of self-es-
teem.

There are hundreds of campuses that
ban speech that offends people on grounds
of ethnicity or religion or sex or sexuality.
And the criterion is, is someone offended.
Harassing speech is speech that makes
someone feel harassed.

Now think about our colleges and uni-
versities. These codes could not exist for

THEENTER [OR IGCAL INNOVATION

—John
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FOUNDATION

Attention City & County Officials

And others with a strong interest in local government issues

You now have some handy new ways to track the latest news, analysis,
commentary, and policy research on city and county governance.

The Center for Local Innovation, a special project of the John Locke
Foundation, has launched a new website: www.Locallnnovation.org.
Updated daily with headlines, opinion columns, interviews, and links
to new studies from a variety of sources, Locallnnovation.org is a
great place to start your day if your interests include such issues as
local taxes and budgets, land-use regulation, privatization and competi-
tion, transportation policy, annexation, and other local matters.

Also this summer, the John Locke Foundation unveiled the first in a
series of specialized pages within www.JohnLocke.org devoted to
regional news and issues in North Carolina. Its “JLF-Charlotte” page is
regularly updated with original articles and links to other news and
information about Charlotte, Mecklenburg, and surrounding cities and
counties. In the future, similar pages will be devoted to the Triangle,
the Triad, and other parts of North Carolina — so stay tuned!

one second without a double standard. The
minute that a feminist professor was sum-
moned to account for her harassment of
male students because she stereotyped, one
of the forbidden categories of harassment
policy, she stereotyped male students, or a
radical professor because he offended the
children of veterans or indeed of people
who gave their lives for their country or a
culturally left professor who offended
Catholic students in a class.

The moment that happened the whole
faculty would be out with banners pro-
claiming free speech, academic freedom.
Without the double standard these codes
would not exist for one second. If I can give
an example...

Hood: OK.

Kors: One of the most widely traveled and
honored exhibits was a sculpture paid for
by taxpayer dollars by Andre Serrano that
was crucifiximmersed inurine, in the artist’s
own urine.

When Christian students would invoke
harassment codes and say nothing could be
more offensive to us than this, universities
replied, “But you're at a university! This is
a place where we can’t protect you from
offense. Thisis a place of freedom and if you
are offended then you have a right to en-
gage in speech against something.”

If you could imagine what would hap-
pen on American campuses if someone im-
mersed a portrait of Martin Luther King, Jr.
in urine, the university would close for
days of conscience, heads would roll and
sensitivity training would become manda-
tory.

But America is a country in which we
take our chances with freedom and we do it
with legal equality. q
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From the Liberty Library

® The thee vital, unanswered
questions of the War on Terror, Rich-
ard Miniter says, are: Where is Osama
bin Laden?; Why hasn’t there been an-
other terrorist strike inside the United
States since Sept. 11,2001?; and Is Presi-
dent Bush winning the war? Shadow
War: The Untold Story of How Bush is
Winning the War on Terror, answers these
questions, as it unfolds the 911 days af-
ter the attacks in New York and Wash-
ington, D.C., to the March 11, 2004
bomb blasts in Madrid, Spain.

Itis a story of many clandestine vic-
tories against al Qaeda. More than 3,000
al Qaeda operatives have been seized
or slain in 102 countries since Sept. 11.
Learn more at www.regnery. com.

® In Unholy Alliance: Radical Islam
and the American Left, David Horowitz
confronts the paradox of how so many
Americans, including the leadership of
the Democratic Party, could turn
against the War on Terror. He finds an
answer in a political Left that shares a
view of the United States as the “Great
Satan” with America’s radical Islamic
enemies.

This Left, which once made com-
mon cause with Communists, has now
joined forces with radical Islam in at-
tacking America’s defenses at home
and its policies abroad. From their po-
sitions of influence in the university
and media culture, leftists have defined
America as the “root cause” of the at-
tacks against it. Also from Regnery.

® In Dawn Over Baghdad: How the
U.S. Military is Using Bullets and Ballots
to Remake Irag, Karl Zinsmeister goes
into Iraq’s urban neighborhoods, rural
villages, and guerrilla snake pits, and
shows exactly how young American
soldiers are quietly but inexorably
choking off a terrorist insurrection and
planting the seeds (sometimes at great
personal cost) of a dramatically differ-
ent Middle East. His account is built on
weeks spent re-embedded with U.S.
soldiers in the most dangerous parts of
the Sunni Triangle in early 2004, direct
polling of Iraqis, and unmatched re-
porting on combat raids, interrogations,
daily diplomacy, and reconstruction
heroics.

Zinsmeister brings home an inti-
mate and insightful story missed by the
major media: With the quiet coopera-
tion of millions of everyday Iraqis, the
U.S. is approaching something historic
— success in a tough guerrilla war.
More at www.encounterbooks.com.

® In Our Oldest Enemy: A History of
America’s Disastrous Relationship with
France, John J. Miller and Mark Molesky
demonstrate that the cherished idea of
French friendship has little basis in re-
ality.

Despite the myth of the “sister re-
publics,” the French have always been
our rivals, and have harmed and ob-
structed our interests more often than
not. This history of French hostility goes
back to 1704, when a group of French
and Indians massacred American set-
tlers in Deerfield, Mass.

The authors also debunk the myth
of French aid during the Revolution:
contrary to popular notions, the French
did not enter the war until very late and
were mainly interested in hurting their
traditional rivals, the British. Details at
www.randomhouse.com/doubleday.cy
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Against Leviathan: Government Strangles Liberty

® Robert Higgs: Against Leviathan — Govern-
ment Power and a Free Society; Independent
Institute; 2004; 405pp.; $18.95

By GEORGE C. LEEF
Contributing Editor
RALEIGH

eaders familiar with the writings of
R the 16" century English philoso-

pher Thomas Hobbes will immedi-
ately understand the thrust of this excep-
tional book. Hobbes attempted to justify an
all-powerful state as being necessary if hu-
man beings were to avoid the supposed
terrors of “the state of nature.” He called his
model government (an unlimited monar-
chy) the Leviathan. Like many moderns,
Hobbes erred in simultaneously overesti-
mating the problems with freedom and un-
derestimating the problems of government.
The U.S. Constitution was, of course, an
effort to avoid the Leviathan state by plac-
ing strict limits on governmental authority.
Alas, constitutional restraints on govern-
mental authority have been largely eviscer-
ated by Supreme Courtjustices sympathetic
to the socialistic vision of a highly planned
and regulated society and we have been
moving toward Leviathan for more than a
century.

No friend of government

Historian Robert Higgs is as steadfast
an opponent of governmental interference
with liberty as one will ever find. In Against
Leviathan, he has collected 40 of his tren-
chant essays that deal with a wide array of
topics pertaining to state power. As Higgs
explains in his introduction, he has arrived
at the conclusion that government in the
United States is mostly a useless, parasitic
growth that thrives only because few people
are able to see through its web of deception.
Here is what he says:

“IfThad to use a single word to describe
what is fundamentally wrong with govern-
ment today, I would use the word fraud.
Certainly nowadays — perhaps in every
age — government is not what it claims to
be (competent, protective, and just), and it
is whatit claims not tobe (bungling, menac-
ing, and unjust).

“In actuality, it is a vast web of deceit
and humbug, and not for a good purpose,
either. Indeed, its true purposes are as rep-
rehensible as its noble claims are false. Its
stock in trade is pretense. The velvet glove
of its countless claims of benevolence
scarcely concealsitsiron fist of violence and
threats of more violence. It wants to be
loved, but it will settle for being feared. The
one thing it will not do is simply leave us
alone.”

Strong wordsindeed, butI defy anyone
to read the book and then provide a serious
argument that all the politicians and bu-
reaucrats who to such a great extent now
runour lives are doing so because they’re so
committed to making life better for all of us.
Our latter-day Hobbesians will shrink away
from this book like vampires from garlic.

Book contains seven sections

Against Leviathan is divided into seven
sections: Welfare Statism, Our Glorious
Leaders, Despotism, Soft and Hard, Eco-
nomic Disgraces, The Political Economy of
Crisis, Retreat of the State? and Review of
the Troops. It wouldn’t be possible to do
justice to the scope of Higgs’ erudition even
if Thad a whole issue of Carolina Journal. All
Icandois to provide a tour through some of
the material I find most striking.

The first essay in the book is a well-
chosen initial broadside. In “Is More Eco-

Robert Higgs

nomic Equality Better?” Higgs takes on one
of the central assumptions of modern liber-
alism, namely that the closer to perfectequal-
ity in individual wealth and income in a
society, the more just it is.

To the welfare-state egalitarians, the
author replies that “the
societal distribution of in-
come or wealth itself,
whatever else it might
happen to be, is morally
neutral: Neither an in-
crease nor a decrease in
the degree of inequality
has any unambiguous
moral meaning. Every-

growth...

|
Higgs... has arrived at
the conclusion that
government in the
United States is mostly
a useless, parasitic

tion that protects much of the Leviathan’s
actions.

Demythologizing FDR

The book’s section on “Our Glorious
Leaders” will provoke plenty of outrage
among conventional historians, for Higgs
throws down the gauntlet to their penchant
for regarding as “great” presidents who
were stupendous failures. Franklin D.
Roosevelt has been turned into a revered
figure by admiring statists. Textbooks cov-
ering American history in the 20" century
invariably fawn over FDR’s supposed
achievements. I'd dearly love to sneak a
copy of Higgs’ chapter “The Mythology of
Roosevelt and the New Deal” into every
American history text.

The students would discover that FDR
was nothing more than a political conniver
who “did not trouble himself with serious
thinking.” Mostimportantly, Higgs hits the
bulls-eye with his explanation as to the
continuing relevance of FDR’s New Deal:
“The legacy of the New Deal was, more
than anything else, a matter of ideological
change. Hence forth, nearly everyone would
look to the federal government for solu-
tions to problems great and small, real and
imagined, personal as well as social.”

Another gem that, to my mind, stands
out in the book is Higgs’ argument that we
would be better off without all the official
government statistics. Americans are bom-
barded almost daily with statistics on the
poverty rate, unemployment rate, trade
deficit, and so forth. Our author does not
merely quibble that this or that statistic is
imperfectly collected or analyzed, but ar-
gues forcefully that they should not be col-
lected atall. He writes, “ A just government,
one that confines itself to protecting the
citizens’ rights to life, liberty, and property,
has no need for figures on the distribution
of personal income; no need for data on
international trade and finance; no need for
national income and product accounts.”

All of those statistics, Higgs explains,
serve as pretexts for endless government
meddling in our lives.  remember a “main-
stream” economist some years ago defend-
ing the federal government’s production of
reams of statistics by saying that “we
couldn’t do public policy without them.”
Higgs would reply, “Dump the statistics
and the public policy in that circular file.”

Surveying the political landscape he
hassoably painted, Higgs
isnotoptimisticaboutour
future. The culture of obe-
dience to Big Government
is, he fears, too deeply im-
bedded in America for
there to be much hope of
a return to a free society.

He says, in my view
correctly, that “few

thing hinges on why the
distribution changes.”

Higgs proceeds to show that there could
be numerous reasons for an increase in
equality (he devises seven scenarios, but
there could be far more) all of which would
be undesirable except for the ridiculous
allure of egalitarianism. He concludes by
nailing down the intellectual error that un-
derlies the mania for income equality,
namely the anthropomorphosis of society.
That is, viewing society as if it were a hu-
man being itself, capable of moral choice
and action.

“Society is nothing more than an ab-
straction, a concept, an intellectual inven-
tion,” he writes. By demolishing the central
precept of the notion of “social justice,”
Higgs obliterates the intellectual fortifica-

people in the United
States today really give a
damn about living as free men and women.

Afteracentury of fighting alosing battle
against their own governments, the Ameri-
can people have finally accepted that the
best course open to them is simply to label
their servitude as freedom and concentrate
on enjoying the creature comforts that the
government still permits them to possess.”

Still, there is a Nockian Remnant in
America, trying hard to convince the rest of
the populace that Big Governmentisasnare
and a delusion. With Against Leviathan, Bob
Higgs has made that task a bit easier. ¢y

George C. Leef is executive director of the Pope
Center for Higher Education Policy.
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Protecting America’s Health: A Strong Dose of Superficiality

® Philip J. Hilts: Protecting America’s Health:
The FDA, Business, and One Hundred Years
of Regulation; Alfred A. Knopf; 2003; 410 pp.;
$26.95

By SAM KAZMAN
Guest Contributor
WASHINGTON, D.C.

ilton Friedman, I think, once
compared regulating on the ba-
sis of corporate misdeeds to a

competition where you select the second
singer after listening only to the first. When
it comes to food and health, Phil Hilts, a
veteran medical reporter, runs the same
sortof abbreviated audition. Hislatestbook
is an eminently readable, amply docu-
mented history of the U.S. Food and Drug
Administration, from its origin nearly a
century ago toits current status asregulator
of nearly one-fourth of American consumer
expenditures. Unfortunately, it is also a
boneheadedly one-sided book.

Let’s start with something simple, such
asketchup. Hilts’ first regulatory herois Dr.
Harvey Wiley, a government chemist who
in the early 1900s began campaigning for a
banonmany food preservatives. Wiley came
closeto getting President Teddy Roosevelt's
backing for a prohibition on benzoate in
ketchup, but failed. Hilts closes the chapter
with Wiley being supposedly vindicated
by history, as the firms that originally op-
posed him eventually stopped using the
chemical.

You won’t learn it from this book, but
Wiley’s views of benzoate’s risks turned
outtobe wrong; even today, the chemicalis
widely used asa preservative. Banning ben-
zoates in Wiley’s time might well have in-

Book Review

PROTE AM EALTH
The FDA, Business, and 100 years
of Regulation PHILIP J. HILTS

creased ptomaine poisonings. And finally
(for you public choice fans), it’s likely that
the few ketchup companies that supported
Wiley, such as Heinz, had more than the
public interest at heart. Yes, they used bet-
ter tomatoes and production methods, but
they also charged more — Heinz cost more
than twice as much as regular ketchup.
Wiley’sban would have helped Heinz com-
petitively, while punishing people who had
better use for their money than high-priced
ketchup.

Medicine is more complicated than
ketchup, but Hilts” simplistic approach
doesn’t change here. In his world, corpo-
rate greed is toblame for all defective drugs,

FDA’sincentives are always beneficial, and
the few government mistakes that he ac-
knowledges could be cured by more fund-
ing. As for the lives lost due to FDA delays
in approving new therapies, those are a
figment of the New Right conspiracy to
dismantle the agency.

Forexample, Hilts excuses FDA’s three-
year delay in approving Interleukin-2 for
advanced kidney cancer because, he says,
the drug “was useful to only a small num-
ber of patients” and, during the delay, the
agency provided “early availability for those
who felt they needed to take the risk.” Now
it’s true that Interleukin-2 produced tem-
porary remissions for only 15-20 percent of
those taking it, and that the drug itself was
highly dangerous, but many patients pre-
ferred that to the 100 percent death rate of
the disease itself. As for its alleged pre-
approval availability, the head of the Na-
tional Kidney Cancer Association had a
one-word comment at the time: “bullshit.”

Compare this to Hilts’ stirring account
of how FDA'’s took only six weeks to ap-
prove the first of the protease inhibitors for
AlDs. FDA didn’t insist on data of reduced
mortality, because such information would
have taken far more time to collect and
demandingitwas viewed asunethical given
the life-and-death situation of AIDS pa-
tients. Instead, the agency approved the
drug on the basis of preliminary data that
showed improved cellular function.

AIDS patients were highly organized;
kidney cancer patients were not. If they had
been, they probably would have been
treated better by FDA. When access to new
therapies is controlled by government, po-
litical clout may well be a factor in who gets

better service. But this issue doesn’t fit into
Hilts” framework.

Corporate wrongdoing has certainly
been a factor in such medical disasters as
thalidomide and the Dalkon Shield, but
regulatory delays inflict at least as much
damage. When FDA approves a lifesaving
therapy, some number of people had to
have died waiting for the agency to act.
Hilts, however, refuses to even acknowl-
edge this. He characterizes as “grotesque”
the argument that FDA’s focus on prevent-
ing bad drugs may lead it to delay or deny
useful drugs. But this risk is clear. While
defective drugs and delayed drugs both
have adverse medical consequences, their
political impacts are incredibly different.
Drug recalls are the subject of news stories
and congressional hearings. Drug delays,
on the other hand, rarely get noticed; all
that their victims know is that their doctors
couldn’t do more for them. The skewed
regulatory incentives that result were ac-
knowledged by former FDA head David
Kessler, another of Hilts” heroes, who wrote
that “speeding access to urgently needed
products wasnotnearly so deeply ingrained
in our culture.”

In its emphasis on drug recalls and its
rationalizations for drug delays, Protecting
America’s Health unintentionally demon-
strates this very point. It's unfortunate that,
in a book of this scope, this issue gets a
bum’s rush. q

Sam Kazman is general counsel of the Competi-
tive Enterprise Institute (www.cei.org),a Wash-
ington, DC-based free-market advocacy organi-
zation.

Government Failure: Author Reverses Course, Supports Free Market

¢ Edited by James Tooley and James
Stanfield: Government Failure: E. G. West on
Education; Institute for Economic Affairs;
2003; 201pp.; $15 (paperback)

By ANTONY FLEW
Guest Contributor
READING, ENGLAND
his illuminating book was designed
I to commemorate the achievements
and to spread the ideas of the late
Edwin G. West. Professor West, who lived
from 1922 to 2001, did pioneering work in
the economics and history of education and
his studies have been critical in refuting the
pretensions of governmenteducation. Those
who wish to show that government fails to
educate students well and to restore a free
marketineducation will find that E.G. West
was one of their greatest allies.

Gathered here are nine of West's essays
on education. Professor James Tooley, who
has made great contributions to the debate
over government provided education him-
self, writes in his introduction that he ini-
tially approached West's work with the
intention of refuting it. As he read and
thoughtabout West’s arguments, however,
he found himself being won over. “For me,
the fact that governments rightfully inter-
vened ineducation was a taken-for-granted
norm — so taken for granted that it didn’t
really come up in discussion,” he writes.
“Any deviance from the status quo — such
as moves towards markets in education —
needed to be justified, not state interven-
tion itself. E. G. West’s argument threat-
ened to completely overturn this cosy pre-
sumption.”

West's first discovery — till normally

Government Failure:
E. G. West
on Education

ignored in schools, departments, and insti-
tutes of education — was that, before the
Forster Act of 1870 established the first tax-
funded schools in England and Wales,
school attendance and literacy rates were
wellabove 90 percent. The educational situ-
ation in the United States at about the same
time seems to have been sufficiently similar
for Milton and Rose Friedman, while they
were working on their book Free to Choose,
to change their minds about government
compulsion and funding by examining the
works of West. Friedman would later rec-
ommend that the Hoover Institution give
West the first Alexis de Tocqueville Award

for the Advancement of Education Free-
dom. Friedman himself made the presenta-
tion.

West's wider international influence
appears to have been greater than his effec-
tive influence on either the United King-
dom or the United States. The movement
toward educational choice in the United
States has been minimal, owing to the vocif-
erous opposition of the education establish-
mentofany movementwhatever away from
the status quo. In the United Kingdom,
under the government of John Major, a
limited voucher system known as Assisted
Places was established, but, as the editors
appear to have overlooked, it was immedi-
ately abolished by the incoming Blair ad-
ministration in 1999.

The prime evidence of West's wider
influenceis provided by the fact thathe was
commissioned to produce, and duly pro-
duced, two papers for the International Fi-
nance Corporation ( the private finance arm
of the World Bank). Those papers were
entitled “Education with and Without the
State” and “Education Vouchers in Practice
and Principle: A World Survey.” They actu-
ally succeeded in persuading the IFC and
World Bank to revise their education policy
to favor a greater role for the private sector.

Much of West’s work was focused on
the economics of politics (or public choice
economics, as it is now called). As he said,
“benevolentgovernment does notexist. The
political machinery is... in fact, largely...
operated by interest groups, vote-maximiz-
ing politicians and self-seeking bureaucra-
cies.” As the writings of Myron Lieberman
have taught us, the teacher unions are
among the most powerful of such “self-

seeking bureaucracies.” West led the way
in demonstrating the utter folly of expect-
ing good educational results from a system
dominated by the producersrather than the
consumers of education services.

A particularly fascinating contribution
in the current volume is Chapter 5, “The
Economics of Compulsion,” in which West
used his knowledge both of history and
public-choice economics to show that the
compulsion to attend school has neverbeen
a major cause either of increased school
attendance or any general improvement in
human behaviour.

The final essay in the book, “Education
Without the State,” speculates as to how
muchbetter off education consumers would
have been if Britain had not taken the steps
toestablish universal tax-supported school-
ing. He concludes with these words of ad-
vice, “The choice of school movement, it is
maintained, has been to a large extent mis-
informed. What is needed is choice in edu-
cation.”

The work of Westis being continued by
the E.G. West Centre, based in the School of
Education at the University of Newcastle.
Established in 2002, the Centre is the only
university research centre in the United
Kingdom dedicated by developing market
solutions in education.

Those who seek to move away from
government schooling monopoly, whether
in the United Kingdom, the United States,
or elsewhere in the world, will find this
book to be of enormous value. cJ

Antony Flew is emeritus professor of philoso-
phy, University of Reading, England.
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Democratic Party,
Draft Go Together

ome Democrats and allies of the John Kerry
S campaign tried to scare voters, particularly

parents and college-age students, by suggest-
ing that President Bush had a secret plan to bring back
the military draft if he was re-elected. The rumors
found their way into MTV get-out-the-vote ads and
stories on the evening news. But anyone who knows
the history of the draft in modern times (over the past
100 years) also knows that it was much more likely
that the Selective Service Sys-
tem would be revived under a
Democratic administration
rather than under a Republican
administration.

During the 20th century the
draft or registration was insti-
tuted or reauthorized six times.
Three of those were during pe-
riods of peace. Buta closer look
at the record reveals that all six
were during Democratic ad- 4
ministrations. Roy Cordato

The first was during the
World War I presidency of Woodrow Wilson. This
progressive-era Democrat was so wary of a volunteer
army that when he instituted the Selective Draft Act of
1917, he simultaneously outlawed volunteering for
the military. Consistent with the central planning
mentality of the Democratic Party, both then and
now, it was feared that to allow any choice when it
came to military manpower would yield less-than-
efficient results.

The first peacetime draft was instituted in 1940 by
Franklin D. Roosevelt and reauthorized after the be-
ginning of WWIL The second peacetime draft was
sponsored by Harry Truman and reauthorized at the
beginning of the Korean War. Interestingly, the first
real opposition to the draft during the 1960s came not
from the antiwar movement but from conservative
Republican presidential candidate Barry Goldwater,
who ran antidraft ads and made opposition to the
draft a central part of his 1964 campaign.

The only time draft legislation was actually re-
pealed was in 1973 during the Republican Nixon
administration. Gerald Ford went a step further by
granting clemency to all draft resisters. When peace-
time draft registration for all 18-year-old males was
brought back in 1980, it was due to the efforts of
Democratic President Jimmy Carter. Most recently
the loudest calls to renew the draft have come from
Charlie Rangle, D-N.Y., whois the primary sponsor of
legislation that has been languishing in Congress for
two years. In fact, all 14 co-sponsors of this legislation
are Democrats.

None of this should come as any surprise. There
is nothing inherently inconsistent between left-wing
ideology and conscription. After all, the draft simply
pushes socialism to its logical conclusion — it nation-
alizes human beings. The egalitarian nature of the
draft, especially one based on a lottery, has always
had an inherent appeal to the left. The liberal argu-
ment for the draft, which hasbeen adopted by Rangle,
is that the all-volunteer army exploits the downtrod-
den and minorities. Allegedly, people who have no
other options for employment flock to the military to
fightand die while “rich kids” sitback and enjoy their
lives.

The fact is that left-wing opposition to the draft
during the 1960s was an anomaly. Unlike Goldwater’s
position, it was not rooted in opposition to involun-
tary servitude or coercion, but in opposition to a
particular war. One must remember that since the end
of the military draft in the 1970s many on the left,
including Sen. Edward Kennedy and Carter, have
actually spoken in favor of coerced, universal service,
which would force young adults to devote a year or
two of their lives to either the military or to a govern-
ment-approved humanitarian cause such as the Peace
Corps. qJ

Dr. Roy Cordato is the vice president for research and resi-
dent scholar at the John Locke Foundation in Raleigh. He
also is a contributing editor of Carolina Journal.

Editorials

No TRESPASSING

Private property, economic development

economic development at all costs — to taxpayers,

that is — recently crashed into a couple of serious
judicial roadblocks. If early indications hold true, taxpay-
ers stand a good chance of derailing a couple of big
government’s most-lucrative flimflams.

The judicial decisions — one in Ohio, and the other in
Washington, D.C. — although heard in separate venues,
actually are related. The Ohio decision could eventually
deter economic development “incentives” in other states,
including North Carolina. The other case, in the U.S. Su-
preme Court, could reject (or sanction) the seizure of pri-
vate property, taken supposedly for the public purpose of
stimulating economic development.

Specifically, in the first development, a federal appeals
court ruled that economic development incentives given
by Ohio to automobile manufacturer Daimler-Chrysler
violated the interstate commerce clause of the U.S. Consti-
tution. In the other development, the U.S. Supreme Court
agreed to decide whether local governments may seize
people’s homes and businesses against their will to make
way for projects such as shopping malls
and hotel complexes that produce more
tax revenue. Both policies impose ex-
treme sacrifices on taxpayers.

T wo runaway money trains that promised to deliver

Kelo v New London

The Supreme Court case, known as
Kelo v New London, originated in Con-
necticut. But the rights of all home and
business owners hang in the balance,

|
Today citizens live in

fearof...theirown gov-
ernment, that rather
than protecting their
property, tries at every
turn to steal it.

the benefit of other, more politically favored private busi-
nesses who promise more jobs and taxes. In just five years,
the government filed or threatened condemnation of more
than 10,000 properties for private parties.”

In a 4-3 decision earlier this year, the Connecticut
Supreme Court ruled that even if there was nothing wrong
with your home, your business, or even your neighbor-
hood, the government can use eminent domain to take
your land and give it to the developer for his private gain.

“This ruling is an invitation to disaster,” the IJ says,
“because every business generates more taxes than ahome
and every big business generates more taxes than a small
one. If the ruling stands, any property can be taken through
eminent domain.”

It's hard to envision a government policy more evil
than one that allows the government to steal someone’s
private property and give it to another private party.

When writing the U.S. Constitution, the nation’s
Foundersunderstood thatthe human rightin property was
the basis of freedom. They based their belief on the teach-
ings of English philosopher John Locke, the intellectual
father of the United States. Locke and the Founders be-
lieved that government existed solely for the purpose of
protecting property rights and preserving public order.
Too many government officials nowadays practice that
principle in reverse.

Today citizens live in fear of a leviathan — their own
government — that rather than protecting their property,
tries at every turn to steal it. The larceny is done under a
contortion of the takings clause of the Fifth Amendment of
the Bill of Rights, which says “...nor shall private property
be taken for public use without just com-
pensation.” The operative phrase is “for
publicuse,” which up until recently, meant
just that: PUBLIC use. Until the last few
years, public uses were interpreted strictly
tomean highways, governmentbuildings,
and other government projects. But more
frequently “public” isbeingliberally inter-
preted to mean anything that will generate
extra revenue for gluttonous government.

While North Carolina so far hasn’t

according to the Institute of Justice,
which is representing private citizen Susette Kelo. Kelo is
the owner of a home and a beautiful stretch of waterfront
property situated along the Thames River. Unbeknown to
Kelo when she bought the property, the city of New Lon-
don, the New London Development Corporation, and
Pfizer Corp. had reached an agreement that Pfizer would
build a new facility nearby. The NLDC would take all the
land in Kelo’s neighborhood and transfer it to a private
developer, who in turn would build an expensive hotel for
Pfizer visitors, expensive condominiums for company em-
ployees, an office building for biotech companies, and
other projects to complement the firm’s project. The state
and the city would contribute millions of dollars. The only
thing standing in the way was Kelo and her neighbors.
Kelo is not alone, the IJ says. “All across the country,
state and local governments are abusing the power of
eminent domain to take private homes and businesses for

followed the pattern of other states of seiz-
ing property for economic development, it appears that,
given a little more time, our state leaders will begin doing
so. And then they will sing the old refrain: “We don’t like
doing it, but if we are going to compete with other states,
we have to step up to the plate.”

For the sake of individual rights, and freedom as it is
known in America, every citizen should pray the Supreme
Court rules for the citizenry and stops the immoral theft of
property and tax revenue for the sake of economic develop-
ment.

As Supreme Court Justice Potter Steward observed in
1972: “the dichotomy between personal liberties and prop-
erty rights is a false one. Property does not have rights.
People haverights. In fact, afundamental interdependence
exists between the personal right to liberty and the per-
sonal right in property. Neither could have meaning with-
out the other.” cJ



Future Is HisToRrY

State museum should tell freedom’s story

so that statement is a little chronologically confus-

ing. The point is that there is a clear need for lead-
ership on the issue of history education. The fact is that we
continue to graduate generations of North Carolinians from
our schools and colleges who do not have a firm ground-
ing in the history of our country, the history of our state,
and how our founding principles and experiences affect
— or should affect — our lives today.

History matters — and not just in a “Jeopardy,” quiz
bowl, instant-recall, when-was-the-War-of-1812 sense. It
may seem hackneyed to ask this, but how can we move
forward as a state or a nation unless we have a clear pic-
ture of where we have been? The international and national
challenges we face, the controversial social and moral is-
sues of the day, the dramatic changes we are experiencing
in such areas as industry, trade, finance, medicine, and tech-
nology — none of these sprang up suddenly, as Athena
from the head of Zeus. They all have antecedents and
causes stretching into past decades and centuries.

T he future of history is now in North Carolina. OK,

History and the electoral process

It is particularly important in this election season to
consider the role that history plays in forming and fram-
ing our political sentiments. Some voters still bear alle-
giance to one party or another based on fond remembrances
of long-dead presidents.

Not a few North Carolinians, no matter how they ac-
tually vote, still instinctively recoil from the Republican
Party of Abraham Lincoln. Others, with good reason to
revere Lincoln, nevertheless recoil from the GOP because
of Joe McCarthy or Richard Nixon. Still others have rea-
sons deeply rooted in history for their antipathy of Demo-
crats. You can make a similar point about voter attitudes
on issues as disparate as Social Security, Iraq, health, abor-
tion, or same-sex marriage. These attitudes often reflect
longstanding assumptions, valid or not, about historical
events, trends, and personalities.

At its core, a representative form of government is
workable over time only if voters are informed. Without a
firm grounding in political, economic, and social history,
voters will too often lack the ability to put issues in con-
text, to evaluate contrasting claims and discern truth from
fiction.

That firm grounding appears to be lacking. In the most
recent statewide test in U.S. history, only 55 percent of
North Carolina high-school students scored at the profi-
cient level — itself not likely to be a particularly rigorous
standard given what we know about the questions and
scoring of tests in lower grades.

On the National Assessment of Education Progress,
where the standards are set more appropriately, a shock-
ing 57 percent of American students in 2001 lacked even
minimal history knowledge. Only 11 percent were at or
above the proficient level. While not enough students were
sampled to provide NAEP data by state, it is likely that
North Carolina’s performance would be at or below that
dismal national showing.

How the state museum can help

What can be done? Certainly we need to expect more
of our schools in teaching history and the related subjects
of civics and economics. But other institutions can do their
part, too. A good example would be the North Carolina
Museum of History in Raleigh. A beautiful building in a
courtyard that also features the state’s natural science
museum, the museum currently has five long-term exhib-
its. They cover the history of health and healing experi-
ences, the life of Carbine Williams, a “sports hall of fame,”
a collection of history projects from North Carolina stu-
dents, and a display of the museum’s holdings concerning
the Civil War. Temporary exhibits at this writing include
A Celebration of North Carolina Craft,” “Pioneers of Avia-
tion,” “Man-Made Marvels,” “North Carolina Indians Past
and Present,” and a tribute to Clay Aiken.

It’s not that some of these exhibits aren’t interesting or
informative. But are these the priorities that we want visit-
ing schoolchildren to embrace? Museum visitors learn little
about the entrepreneurs and business leaders who devel-
oped the state’s major industries. They learn little about
past political leaders and their successes and failures. There
is no coherent or memorable narrative.

Here’s an idea: What if the museum devoted signifi-
cant space and resources to telling the compelling story of

N Opinion

North Carolina’s struggle for liberty? Imagine a “First In
Freedom” exhibit that begins with pre-Columbian artifacts
and tells the story of how and why people came to settle
North Carolina — some seeking religious freedom and
economic opportunity, others forced in chains to a distant
and unfriendly shore. You’d see the Wars of the Regula-
tion, the Revolutionary War, the Civil War, and North Caro-
linians’ experiences overseas in the 20th century wars
against tyranny. You'd see slaves struggle to their feet, cast
off their chains, and demand their economic and civil
rights. You’d see women overcome prejudice and economic
barriers to achieve equality and realize their potential.

The main justification for having a tax-funded history
museum in the first place is to continue and amplify the
mission of public education. We need to inspire students
to care about their past, and to appreciate how it influ-
ences their lives today. The museum can help do that, and
serve as a catalyst for a broader movement to make his-
tory education a priority in North Carolina— a movement
powered not by words but by action.

Esse quam videri.

RisiNG TIDE

Conservatism growing in North Carolina

Locke Foundation, released its Agenda 2004 poll
Oct. 21. The results were fascinating, illuminating,
and all over the map.

The poll,taken Oct. 18-20, had Bush ahead of Kerry,
Burr and Bowles tied, and Easley ahead of Ballantine. It
showed increasing anger about state taxes and diverting
highway funds to nonhighway uses — causes typically as-
sociated with right-of-center folks—but also increasing
support for targeted economic incentives and increasing
opposition to school choice. The complexities continued.

But there was one unmistakable trend across the years
that JLF has conducted the Agenda 2004 poll. Since intro-
ducing a bare-bones question in 1998 on political philoso-
phy, it has found a steady increase in the percentage of
North Carolina likely voters who identify themselves as
“conservative.”

In 1998, 41 percent of North Carolina respondents were
moderate, 35 percent conservative, and 18 percent liberal.
In 2000, it broke down as 44 percent moderate, 38 percent
conservative, and 13 percent liberal. In 2002, moderates
and conservatives were tied at 39 percent, with liberals at
20 percent. Now, in 2004, conservatives have broken out
of the pack at 45 percent, leaving moderates at 37 percent
and liberals at 13 percent.

What's going on here? Obviously, poll numbers bounce
around. And remember that these are just snapshots of
moving targets. The poll isn’t asking the same people the
same question over six years. It draws a different sample
each time, slightly more or less Democratic, slightly more
or less male or white, etc. Finally, these are self-imposed
labels. The poll question does not define the terms. Itis up
to voters to interpret these political labels as they will and
affix them accordingly.

T he parent organization of Carolina Journal, the John

Explaining the conservative trend

still, it would be difficult if not impossible to spin the
trend into insignificance. A fair reading, it seems to us, is
at least that North Carolinians have increasingly becom-
ing comfortable with the label “conservative” to describe
their political leanings. Perhaps this reflects the continued
influx of immigrants into our state from frostier climes
where conservatism has not borne quite the racially tingled
connotation that it once did in North Carolina. Perhaps
the growth of conservative talk radio, Internet sites, and
institutions such as Carolina Journal and the John Locke
Foundation have helped to create a more congenial atmo-
sphere for conservatives in the electorate — if not actually
expanded the universe of such conservatives through news,
analysis, commentary, and public-policy debate.

One piece of evidence, though its statistical significance
is iffy, is that in the Agenda 2004 poll younger people were
more likely to identify as conservative (including 51 per-
cent of those 18 to 25 and 52 percent of those 26 to 40) than
were Baby Boomers (about 40 percent) and elderly voters
(46 percent). These younger conservatives are probably
newly minted as well as newly arrived.

Just because the philosophical inclinations are shift-
ing a bit doesn’t mean that there are any necessary politi-
cal or policy outcomes. Most but not all conservatives said
they opposed tax increases and supported school choice.
Most, but not all, liberals said the reverse. The trend is food
for thought, though, don’t you think? c
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Let’s Fight Fat —
Not Freedom

besity is a growing health problem in
O North Carolina. I hope that state

policymakers can resist temptation of a
different sort by saying no to any policy responses
that imperil freedom and personal choice.

With the release of an annual report card on
child health in late October, the trend became a bit
clearer. About 23 percent of children ages 5 to 11
were considered overweight in 2003, up from 17
percent in 1998. While I tend to agree with those
who argue that commonly measurements of exces-
sive weight are biased — some muscular adults, at
least, are wrongly being labeled overweight — the
problem remains real and is likely getting worse.

Among adults, some analysts forecast that it
won't be long before diseases related to obesity and
lack of exercise kill more American each year than
disease related to to-
bacco abuse. They are
already a more deadly
scourge that alcohol-re-
lated crashes and dis-
eases, by a long shot.
When you add to the
mortality figures the
other deleterious conse-
quences of being over-
weight—the other health
problems, lack of mobil-
ity, concerns about ap-
pearance and self—image—the situation is a dire one,
indeed, for many people.

The public-policy dilemma arises because these
costs are not all borne by those who, for whatever
reason, find it difficult to keep off the excess weight.
In my view, a free society allows individuals to
make their own decisions and reap the rewards and
punishments. But when Americans today make
choices that lead to unhealthy lifestyles, for adults
or children, government programs impose some of
the costs on others. Medicare and Medicaid, for
example, serve to socialize health risks. No matter
how much of one’s health conditions are the result
of personal behavior, “free” treatment is available
from tax-funded programs.

It sounds compassionate, but be careful. If treat-
ing your disease is now my responsibility as a tax-
payer, I have every moral right to start asking you
some tough questions. When are you going to start
exercising? How many nights a week do you pig
out at the pizza parlor? How’s that low-carb diet
coming?

Before you say it’s none of my business, check
your premises. Your personal health certainly is my
business if I'm being coerced to pay for your care.

It is this principle that has led some activists to
propose highly intrusive public policies. We already
have motorcycle-helmet laws and other intrusions
because, the argument goes, those who choose dan-
gerous behaviors shouldn’t be allowed to impose
costs on us. The principle is no different with fatty
foods and sedentary lifestyles. Some have argued
for steep excise taxes on high-fat foods, restraints
on restaurant and grocery advertising, and puni-
tive damages in court. Having nabbed Big Tobacco,
they now want to bag Big Farm and Big Mac.

By all means, let’s spread the word about the
consequences of obesity. I do not, however, want
to see local, state, or federal governments attempt
to engineer our weight through fat taxes, restric-
tive school lunches, draconian development rules
designed to force us out of our cars, and other as-
saults on personal freedom. If the goal is to reduce
the harm that the poor choices of some impose on
everyone else, let’s focus our attention on the gov-
ernment programs that socialize risk and invite
dangerous encroachments upon our liberty. cJ

Hood is president of the John Locke Foundation, pub-
lisher of Carolina Journal, and a syndicated newspaper
columnist who is currently attempting to find time to
finish his third book, Selling the Dream: Why Adver-
tising is Good Business (to be published by Praeger),
without giving up exercise altogether.
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Editorial Briefs

Poor democracies show more progress

Contrary to the assertion that “economic devel-
opment makes democracy possible,” a group of social
scientists say the best way to promote prosperity is to
first establish democratic foundations.

Historical data from the World Bank show that
poor democracies, countries with gross domestic prod-
uct per capita of less than $2,000, have grown at least
as fast as poor autocracies (countries with dictators,
absolute monarchs or one-party rule), and have sig-
nificantly outperformed the latter on most indicators
of social well-being.

Aside from eastern Asia, the median per-capita
growth rates of poor democracies have been 50 per-
cent higher than those of autocracies. People in low-
income democracieslive on average nine years longer
than their autocratic counterparts. Poor democracies
suffer 20 percent fewer infant deaths than poor autoc-
racies.

Low-income democracies are also better atavoid-
ing calamities: Since 1960, poor autocracies have ex-
perienced severe economic contractions twice as of-
ten as poor democracies.

The reason for this success is that democracies are
open. This spurs the flow of information and ideas
and reduces the scope for corruption. Also, democ-
racy improves adaptability. In other words, democra-
cies enhance political stability by establishing mecha-
nisms for the smooth succession after the death or
defeat of a leader.

Reported in Foreign Affairs.

“Job lock” and health insurance at work

Economist Scott Adams says that because em-
ployers are the primary providers of health insurance
in the United States, some people who would prefer
to leave their current jobs may remain to avoid losing
health benefits. Some legislation has been putin place
to reduce this phenomenon, called “job-lock.”

Adams suggests job-lock is inefficient because it
impedes the optimal allocation of labor, so it’s impor-
tant not only to identify whether it exists but also to
quantify its impact.

In his research, Adams finds that among men
ages 25 to 55 with spouses, there is an approximate 22
percent to 32 percent reduction in job mobility stem-
ming from health insurance coverage. Slightly more
job lock is found among married women.

It is estimated that job lock has increased since
1988.

Overall, Adams’s results are consistent with ear-
lier studies that found job mobility was reduced by 26
percent to 31 percent because of the lack of portability
of employer-provided health coverage.

Reported in Contemporary Economic Policy.

Changing political demographics

Changes over the past decade in fertility rates
among major American ethnic groups may well have
a strong political impact, observers say.

Groups that traditionally tend to vote Democratic
are having fewer children. Between 1990 and 2002,
fertility declined by 14 percentamong Mexican-Ameri-
cans and 24 percent among Puerto Ricans. African-
Americans now have a lower average fertility rate
than whites, and they are nolonger producing enough
children to replace their population.

Conversely, religious-minded Americans arehav-
ing far more children than those who tend to be more
secular. In Utah, where 69 percent of all residents are
Mormon, fertility rates are highest in the nation: The
state produces 90 children for every 1,000 women of
childbearing age. By contrast, Vermont, the only state
tosend asocialist to Congress, and the first toembrace
homosexual unions, produces only 49 children for
every 1,000 women of childbearing age.

Overall, fully 47 percent of people who attend
church weekly say that their ideal family size is three
or more children, while only 27 percent of those who
seldom attend church want that many kids. All of this
is to suggest that, because religious Americans are
more likely to vote Republican, the GOP will have a
decided evolutionary advantage over the Democratic
Party in determining the political landscape.

Reported in The Washington Post. c
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Using Free Market to Help Pay for College

By GEORGE C. LEEF
Contributing Editor
RALEIGH
orestudents thaneverare attending the nation’s
M colleges and universities, but we nevertheless
hear a lot about how terribly expensive it is.
Even with the very low in-state tuition charged by UNC
schools, the cost of a year in college, including housing and

living expenses, can be a strain on the budget
for low-income families. It can be a strain for

pays under the contract. Butif, for some reason, his income
should decline, he pays less. That’s the risk the investors
take.

Human capital contracts like this are very appealing,
for several reasons.

First, they don’t depend on the government. No tax
dollars are involved. The risks are borne entirely by parties
willing to bear them.

Second, they are not an entitlement. Stu-
dents can apply for educational funding

not-so-poor families too, if they haven’tsaved
enough money.

People who complain about the high cost
of college often look to the government to
ease the burden. The obvious problem with
further governmental subsidies is that the
money for it has to come from taxpayers.
Demanding that government take care of our
personal desires with money forcibly taken
from others is our worst national habit. We
ought to look instead to the voluntary pro-
cesses of the free market. It’s surprising how
many of our problems can be solved if we let
freedom work.

Could students obtain money for college by entering
into contracts with investors? That is precisely the idea
behind a New York company named My Rich Uncle.
Formed in early 2000, the firm pools money from investors
and gives it to students (both undergraduates and grad
students) who need additional funding for college or grad
school costs. The money is not a loan. In order to get the
funds they need, applicants must enter into a contract
which obligates them to repay a certain percentage of their
earnings once they are working full time. Here is how it
works.

A contract with My Rich Uncle

Let’s say that Bill Smith wants to study engineering at
N.C. State, but his family doesn’t have the money to afford
putting him through school. Fortunately, the family hears
about My Rich Uncle. Instead of delaying college or enroll-
ing in a school close enough to home that Bill could elimi-
nate the cost of living on campus, the Smiths get the
additional $20,000 they figure they will need from MRU.
Bill signs a contract obligating him to pay MRU 4 percent of
his taxable earnings for 15 years after he graduates.

Bill earns his degree and gets a job with an engineering
firm. In his first year of work, he has taxable income of
$40,000, and writes a check to MRU for $1,600. As his
income rises for the next 15 years, so does the amount he

through MRU, but the company can and in-
deed must be selective.

Discrimination? You bet!

If a student with a mediocre academic
record wants a lot of money to pursue studies
in a field that has bleak economic prospects,
MRU would probably decline to offer a con-
tract. So if Wanda asks for funding to major in

?),. Women’s Studies, she would have to pay a
George C. Leef

higher rate, if she were given money at all.

But that’s discimination! Yes, and we
should stop regarding that word as a pejorative. Discrimi-
nation means making choices and notall choices are equally
sensible. If investors are willing to put their money behind
students who want to go into engineering, but not behind
students who want to go into Women’s Studies, that is a
perfectly reasonable discrimination based on economic
realities. There is a far greater demand for people who've
been taught to build things than for people who've been
taught to complain about the supposed unfairness toward
women in society.

In other words, the more we fund higher education
through equity contracts, the stronger is the market’s feed-
back loop as to the viability of different courses of study.

And that leads to a third benefit. Not all colleges are
equally good atimparting useful skills to their students. As
information accumulates on the success of graduates of
different schools, the tendency will be to favor those whose
graduates tend to do the best in the marketplace. That
would help to steer students away from colleges that are
just selling credentials without imparting much knowl-
edge.

The concept of equity contracts to finance college is still
quite new, but an indication of its viability is the fact that
My Rich Uncle just went public. c

George C. Leefis executive director of the Pope Center for Higher
Education Policy.
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So Long America, You'’re Still the Best Hope for the World

By PETER MORCOMBE
Guest Contributor
RALEIGH
ow that my family is planning to leave the USA
N within a few weeks, it seemed a good time to take
stock and ask why this country is so attractive.
How is it that so many countries express hatred toward
America and yet their people yearn to come here?

While I can speak only for myself, I suspect that my
experiences may be similar to those of many other immi-
grants. In what follows it may seem that my personal
decision was based simply on economics, but I am acutely
aware that the material success of the USA is rooted in this
nation’s remarkable respect for individual liberties, the
same liberties that truly inspire most immigrants.

I was born in Pembroke Dock in Pembrokeshire, a
county in the southwest part of Wales. The first thing I can
clearly remember is the Luftwaffe raid on my hometown in
August 1940. The Royal Navy fuel store at Llanreath was
set on fire and it burned for many weeks. In British history,
this fire is second only to the Great Fire of London in 1666.
Toavoid the air raids, my family moved to Tenby, a seaside
resort with palm trees (thanks to the Gulf Stream) and in
1944 I met an American for the first time. I was 6 years old,
and like all the other kids, was awestruck. In a country
where sugar was rationed and candy was scarce, can you
imagine how popular the GIs were, given their generosity
with all kinds of goodies? My guess is that GIs and kids in
Iraq have the same kind of relationship today.

On graduating from high school, I spent some months
in Pakistan, including a visit to the Khyber Pass and then
returned to the United Kingdom for my “"national service.”
It was my intention tojoin the Royal Air Force as an aviator,
but after being turned down on medical grounds, I joined
the Royal Tank Regiment (currently located in Basra, Iraq).
Most of my service was spent uneventfully in Detmold,
Germany, until the regiment was posted to Suez. It takes
quite a while to move a tank regiment, and the whole thing
was called off before we got there.

After “demobilization” from the army, I studied phys-
ics and electrical engineering at Cambridge University and
eventually found aniche setting up high-technology manu-
facturing facilities. My wife and three children felt cramped
in the industrial heartland of England, so we moved to
Belfastin 1966. Weliked it so much in Northern Ireland that
we created our own business with the intent to stay for
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good. Our dreams were shattered in the early 1970s when
civil disobedience mutated into terrorism.

The house of a friend across the street was blown to
pieces, showering glass all over our living room; another
friend was shot five times, yet he lived to become a judge.
I was shot at on my way from work and two of my chil-
dren stumbled on an unexploded bomb. Although the
bomb was defused by the security forces, this scared me
enough to sell my business at a loss with the intent to emi-
grate to the USA.

On arrival in this country we suffered culture shock.
In our first year we paid more in state and federal income
taxes than our gross income in the United Kingdom. This
was a matter for rejoicing, as my salary was three times
higher in return for significantly less effort on my part. On
arrival in the USA years after 29 years of striving in the
U K., our family net worth was less than $10,000. Since then
our net worth has increased by at least that amount every
year even though my job responsibilities never matched
those of my U.K. employment. Three of my adult children
live in the USA, and two served in the U.S. military. I am
proud that one served in both Afghanistan and Iraq.

I worked for the ITT corporation building manufac-
turing operations in Europe, Taiwan, Australia, New
Zealand, Mexico, and many states in this country. Suddenly,
my family was not struggling to make ends meet. My wife
and I felt blessed that we did not need to work ourselves
into a state of exhaustion just to pay the bills. For the first
time in our lives we were able to accumulate assets and
have ample leisure time as well. We purchased a house in
the Chapel Hill-Carrboro City School District because it
was far and away the highest-performing school district
in North Carolina.

We settled in Carrboro in 1997 solely owing to the No.
1 reputation of the district schools. For more than five years
we were “fat and happy” but then we discovered that the
much-vaunted school district had lost its focus on academic
excellence. The district was pursuing initiatives that had
failed dismally in California, Chicago, New York, and Bos-
ton. “Outcome-based education,” “whole language,”
“reading recovery,” “developmentally appropriate prac-
tice,” “multiculturalism,” and many more. These fads un-
dermine academic excellence and help to maintain the
black-white “achievement gap.”

On our arrival in the USA, nobody in our family had
ever been politically active, yet we were so outraged by

the miserable performance of the North Carolina public
schools that we devoted much of our leisure time to pro-
moting education reform. We supported many initiatives
that were blocked by the education establishment, but fol-
lowing the Republican ascendancy in the N.C. House in
1995, the Department of Public Instruction headcount was
reduced by 400 and 100 charter schools were authorized.

Ten years later we have had a hand in creating seven
charter schools. We have helped to introduce “science-
based reading research” into over 100 elementary schools
in North Carolina. We continue to work for parental choice
in public education. We would like to see a public school
system that embraces competition between schools, as in
New Zealand. In 1986, the “tomorrow’s schools” legisla-
tion in New Zealand eliminated the Department of Edu-
cation and placed all public schools under the control of
locally elected boards of education.

Given that everyone in my family loves the USA and
we are very much engaged in community affairs, why are
we emigrating? In a word, the answer is “retirement.” Al-
though I retired two years ago, my family has been sur-
viving very comfortably on my wife’s salary. However, we
knew that when my wife retired we could not afford to
stay here. You might guess that we are returning to the
U K. where universal health care is available at a nominal
cost, but you would be wrong. Having experienced social-
ized medicine at first hand for many years when I was
healthy, the prospect is even less appealing now that my
health is failing. The solution that my family found fol-
lows the ideas set out in the “Sovereign Individual” by
James Dale Davidson and William Rees-Mogg.

People who do not want to leave the USA can choose
a jurisdiction such as Florida or Texas to avoid state in-
come tax, but medical costs can still eat most of your pen-
sion. Retirees can do much better if they are prepared to
emigrate. For $1,300 per month you can live very comfort-
ably in many countries. If you don’t want to consider Asian
destinations, Panama offers the best deals for retirees. We
would be headed to Panama but for the fact that the areas
with an agreeable climate do not have the schools we need
for our 10-year-old child. While there are places in Mexico
and Ecuador that meet our needs, we plan to emigrate to
Costa Rica.

One last thing. God bless America and Americans, this
decent and generous nation is still the best hope for the
world. cy

Why Can’t Government Be Operated Efficiently Like a Business?

By MICHAEL L. WALDEN
Contributing Editor
RALEIGH
uring this year’s political campaigns, many can-
D didates will talk about operating government like
a business. The implication is that businesses
operate more efficiently, are less wasteful, and receive
greater customer satisfaction than government. So, if gov-
ernment can follow business principles, the
thinking continues, it could do more with
fewer taxes and citizens would be happier.

But some say government can never be
run like a business for the simple reason that
government doesn’t have the single objective
driving business — to make profits. In fact,
many of the services and programs provided
by government are incapable of turning a
profit.

So does this mean we have to give up on
bringing business principles to government?
Not necessarily, according to the authors of a
new book, The Price of Government. David
Osborne and Peter Hutchinson are longtime
government-efficiency experts, and in their
book they give several recommendations for
making government run smarter and cheaper. Here are
some highlights:

1. Prioritize what government does. Businesses con-
stantly prioritize what they do, always searching for prod-
ucts, promotions, and programs that will contribute most
to profits.

Government does many things, butlike business, these
functions aren’t of equal importance. Also similar to busi-
ness, government has limited funds to spend at any time.

Michael L. Walden

Therefore, it's logical for citizens, through their elected
representatives, to explicitly prioritize the functions of
government and decide how much to spend on each func-
tion. Some governments actually publish a list of govern-
ment activities in numerical order of importance.

Then, when hard times hit, such as with a recession,
and government revenues fall, government functions at
the bottom of the priority list can be discontinued, and
spending is preserved for the most important
government functions. This is an alternative
to cutting all government programs by a cer-
tain percentage.

2. Measure and monitor government per-
formance. Accurate and up-to-date informa-
tion is at the core of any successful business.
Top businesses continually monitor their costs
and revenues and how they are affecting the
bottom line of profits.

Even though government doesn’t make
profits, it does have measurable objectives,
such asimproving students” academic perfor-
mance, reducing crime rates, filling potholes
quickly, and rapidly responding to citizen
requests for assistance.

It's important for government to fre-
quently collect and access indicators of success in meeting
stated goals. In some cities, these indicators are reviewed
on a daily basis and changes are made if progress is stalled.
Governments that collect and respond to such information
have seen their approval ratings soar.

3. Treat citizens as customers. Good businesses are
attentive to customer needs and issues because they know
dissatisfied customers can take their spending elsewhere.
Although for most government services and programs

there are few alternatives, citizens can still voice their
dissatisfaction at the polls, on talk radio, and in the editorial
pages.

So an obvious way to increase citizen happiness with
government is for public agencies and workers to treat
citizens as customers whose support must be constantly
won. Adapting government schedules to meet the time
needs of today’s households (night hours for government
offices), giving citizens options for dealing with govern-
ment paperwork (using the Internet versus standing in
line), and simplifying access to government agencies (es-
tablishing single-number phone access to all government
offices) are some simple, yet effective, ways to do this.

4. Allow government workers to share in improved
efficiency: Financial incentives are a major tool used by
business to motivate workers. Performance bonuses are
common for workers who exceed goals and expectations.

Away tobring this sameidea to governmentis through
“gainsharing.” As defined by Osborne and Hutchinson,
gainsharing means workers in government agencies that
meet or exceed agency objectives without spending the
entire budget receive part of the savings as salary bonuses.
Thus, gainsharing gives government workers a financial
stake in improving government efficiency.

Government at all levels spends almost one-third of
total income. Hence, anything that improves the effective-
ness of this spending can substantially increase our collec-
tive standard of living.

Maybe we can get more from less! c

Michael L. Walden is a William Neal Reynolds distinguished
professor at North Carolina State University and an adjunct
scholar with the John Locke Foundation.
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A Yankee Doodle Dandy of a Program at UNC

University proposes a minor in Yankee/ette Studies to promote cultural awareness and diversity

By JAMIE CAGNEY
Lower Education Correspondent
RALEIGH
eeking to expand UNC-Chapel Hill’s worldwide
S reputation as the leading public university in
America, a group of faculty members have pro-
posed a new minor that they say would greatly enhance
cultural awareness — Yankee/ ette Studies.

The new minor was discussed in a Curriculum Com-
mittee meeting yesterday, where it aroused some contro-
versy. Still, Professor Arthur E. Wormet, spokesman for the
group advocating the new minor, was optimistic that it
would be adopted. “North Carolina is experiencing a great
in-migration of Northerners, known as Yankees and
Yankeettes. Their numbers are so great that it reminds you
of a locust plague. Why, cities like Hartford, Buffalo, and
Cleveland are practically ghost towns because so many of
their people have moved down here,” Wormet said.

Professor Sheila Sabatikal added, “How are North
Carolinians ever going to be able to understand these
different people unless we study their culture? We cannot
just ignore Yankettes and Yankees, or treat them like The
Other. If UNC’s deep and profound commitment to cul-
tural diversity and awareness means anything, it demands
that we give our students the opportunity to study and
learn about Yankee/ette culture.”

Under the proposal offered by Wormet, students would
earn the minor in Yankee/ ette Studies (YS) by completing
at least five courses out of 19 designated as qualifying for
YS credit. Several of the courses would be new, while
others are already in the catalogue.

Among the new courses would be:

YS 101: Introduction to Yankee/ette Culture. This
course encompasses Irish-American Studies, Swedish-
American Studies, Polish-American Studies, and much
more, synthesizing an approach to the subject that invites

investigationinto the
mutual influence of
and transculturation
between different
groups of northerly
situated peoples. We
will employ the lens
of parametric differ-
entiation to help an-
swer such questions
as “Why is Ben and
Jerry’s the right ice
cream to buy?”
“Why are bagels dif-
ferent from dough-
nuts?” and “Why is
North Dakota above
South Dakota?”

YS 215: Yankett-
ette Speech. This
course, employing
the tools of linguis-
tic phenomenology, will investigate the meanings, appar-
ent and hidden, of Yankee/ette locutions such as “bliz-
zard” and “icicle.” Time will be devoted to analysis of the
cultural significance of the failure of Yankees/ettes to
adopt “y’all” or some other handy second-personal plural.

YS 419: Music as Culture, a History of Yankee/ette
Music. This course will focus on music in the framework of
its social, political, economic, and cultural contexts. Topics
to be covered will include class and gender discrimination
inthe polka, Liberace as a victim of intolerance, and the role
of the accordion in McCarthyism.

Existing UNC courses that would qualify for YS credit
include Anthropology 391 (American Driving Customs,
with emphasis on the understanding that Yankee / ettes are

not rude, but merely “differently polite”), History 262
(Yankee/ette Colonial Experience, examining such ques-
tionsas “Was Yankee exploitation of women, Native Ameri-
cans, and animals all that much better than slavery?”) and
English 344 (Speciesism, Ableism and Crypto-fascism in
the novels of New England Writers of the 19" Century).

Professor Wormet, whose book Deconstructing the
Stitches: The Hidden Meaning of Quilts Produced in 17" Cen-
tury Connecticut was recently published by University of
North Carolina Press, offered a grand view of the future
once the new minoris approved. “It will usher in anew era
of understanding between Tar Heels and Yankees/ettes.
And if we can get the administration to see the great value
in the program, it could later become a major. In fact, I1look
forward to the day when there will be a doctoral program
in Yankee/ette Studies.”

Students who were asked their opinions of the new
minor were much in favor of it. Said sophomore Allison
Gritzmacher, “I have relatives who live up in one of those
way Northern states — New Hamster, I think — and if I
took the Yankee / ette Studies minor, it could really help me
to relate to them on a far deeper level.”

Her sentiments were echoed by junior Craig Olderman,
who said, “I think UNC students ought to have to take all
these minors in cultural studies so they can eliminate all
prejudices and misunderstandings with the people they
might come in contact with. Id like a course in Tahitian
culture. That ought to be put into the curriculum, too.”

Some faculty members, however, were not so enthusi-
astic about the proposed Yankee/ette Studies minor. Pro-
fessor Ruthenia Goodley-Baddley, dean of the School of
Women’s Studies, said, “This is a terrible idea. Why, Yan-
kees/ ettes are not an oppressed minority. Approval of this
minor would send the wrong message.” Getting into her
BMW 745, she added, “Besides, it would divert a lot of
money into a program of questionable academic value.” ¢y
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