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State Boondoggles Soak Taxpayers

NCGA Adjourns Leaving Disabled in Lurch

By Don Carrington
Executive Editor

RALEIGH

With no research in hand, 
in late 2005 the N.C. Ports 
Authority launched an ef-

fort to build what it called “Amer-
ica’s next great port” on the Cape 
Fear River next to Southport. 

The multibillion-dollar proj-
ect, named the North Carolina In-
ternational Terminal, now appears 
dead because in late July the two 
major-party candidates for gover-
nor — Republican Pat McCrory, 
the former mayor of Charlotte, and 
Democratic Lt. Gov. Walter Dalton 
— issued statements stating they 
would not pursue the project if 
elected governor.

If the project does not go for-
ward, the state may be stuck with 
an expensive parcel of land with 
marginal value. In 2006, the Ports 
Authority borrowed money to pay 
$30 million for the 600-acre project 
site. The Brunswick County tax of-
fice currently values the land at 

$12.7 million. 
Gov. Bev Perdue has sup-

ported the project throughout her 
term of office. The “North Carolina 
Maritime Strategy” final report, is-
sued in April and commissioned by 
Perdue’s Department of Transporta-

tion, lists the site as a viable option 
for increasing the state’s shipping 
capabilities, even though the Gen-
eral Assembly voted to end state 
funding for studies of the project 

By Dan Way
Associate Editor

ROANOKE RAPIDS

The failed Randy Parton Theatre may 
soon become an Internet gambling 
facility and bar. 

Plans for a lease-to-buy 
deal for the financial-
ly ailing facility, now 
known as the Roanoke 
Rapids Theatre, could be 
announced within days 
by the cash-strapped city 
of Roanoke Rapids and a 
group of out-of-state in-
vestors.

“The bottom line is 
the citizens of Roanoke 
Rapids are still going to have a substantial 
debt to pay off, but this is a way that we can 

By Barry Smith
Associate Editor

RALEIGH

Lawmakers gaveled the 2012 
short session of the General As-
sembly to a close without mak-

ing changes that advocates for devel-
opmentally disabled patients hoped 
would occur regarding their personal 
health care plans.

The advocates are concerned that 
thousands could go without case man-
agement services once North Caro-

lina completes its transition of the way 
Medicaid health care services are de-
livered.

“Some people are very sophisti-
cated, and they’ll have no trouble do-
ing that [getting proper care],” said 

Dave Richard, executive director of the 
Arc of North Carolina, a nonprofit that 
delivers services to the developmen-
tally disabled. “For others, it’s very 
complicated.”

Rep. Nelson Dollar, R-Wake, who 
heads the House Health and Human 
Services Committee, said that the case 
management function is being served 
by regional bodies set up to oversee 
mental health and developmental dis-
ability care in the state.

“They should have a case man-
ager, somebody to manage their case, 
assigned to them,” Dollar said.

People with developmental dis-
abilities include people with autism, 
cerebral palsy, Spina bifida, Down’s 

Lacking Support, Costly Port Project Sinks Failed theater
could become
Internet café 

Lawmakers didn’t 
patch gaps in
case management

Continued as “Lacking,” Page 14
Continued as “Failed,” Page 13

Continued as “N.C. General,” Page 15

Randy Parton

Port opponent Toby Bronstein stands next to the $30 million tract of land the 
state bought in 2006, which is now being used as a cornfield. (CJ photo by 
Don Carrington)
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By CJ Staff
RALEIGH

Less than a month after North Carolina legislators ap-
proved more money for the state’s film tax incentives 
program, a new John Locke Foundation Spotlight Re-

port panned film incentives as a clear example of cronyism.  
“The problem with these incentives is that the lower 

tax burden on film productions comes with the consequence 
of keeping tax burdens high on nonfavored businesses and 
industries,’” said report author Jon Sanders, JLF director of 
regulatory studies. “When government chooses one indus-
try or business for special deals and breaks, there’s a good 
chance that cronyism is at work.”

While detailing problems linked to film incentives, 
Sanders devoted another newly released Policy Report to 
the general problem of cronyism. Together, the two reports 
launch a new multipart series titled “Carolina Cronyism.”

“Cronyism is an umbrella term covering a host of gov-
ernment activities by which an industry or even a single 
firm or speculator is given 
favors and support they 
could not attain in mar-
ket competition,” Sand-
ers explained. “Examples 
include regulations that 
help favored businesses, 
laws that restrict new 
competitors from entering 
a market, government-
sponsored cartels and 
monopolies, mandates 
requiring consumers to 
buy government-favored 
products, and tax breaks 
targeting specific busi-
nesses.”

State lawmakers 
added $60 million for film 
incentives in the final days 
of this year’s legislative 
session. Gov. Bev Perdue 
signed the legislation into 
law in mid-July. Sanders’ 
report focuses on film in-
centives’ basic flaws. 

“Before states began 
film tax incentives pro-
grams, North Carolina 
was a popular off-Holly-
wood destination for film 
crews,” Sanders said. “A 
right-to-work state with 
a pleasant climate and a 
range of natural features, 
North Carolina held significant advantages for movie mak-
ers.”

Targeted tax incentives changed the industry, especial-
ly when the number of states offering special breaks jumped 
from four to 44 from 2002 to 2009, Sanders said. North Caro-
lina’s last major film incentive expansion came in 2009, after 
Georgia outbid the Tar Heel State for a Miley Cyrus movie.

“The biggest beneficiaries of film incentives are film 
production companies, while state film offices, local studios, 
film crew workers, restaurants, hotels, and pro-incentive 
politicians also stand to gain when a film production comes 
to town,” Sanders said. “Boosters also tout benefits for tour-
ism, but tourism effects are fickle, unpredictable, and not 
very powerful.”

Many states are rethinking their film incentives, Sand-
ers said. “Eight states ended, suspended, or stopped fund-
ing film incentives from 2009 to 2011,” he said. “Others ei-
ther cut back incentives or considered ending them. States 
are making these cutbacks as several studies have found 
that film incentives return to state coffers mere pennies on 

the dollar spent.”
North Carolina’s refundable film tax credit causes a 

special concern, Sanders said. “If the film production com-
pany’s tax liability is smaller than the credit, the state writes 
the company a check for the difference,” he explained. “This 
is a classic example of corporate welfare. It’s been described 
as choosing movie stars over teachers.”

Film incentives show that lower taxes and less regula-
tion attract industry, Sanders said. “Recent research shows 
that cutting taxes and regulation across the board — rather 
than just for the favored film industry — would provide a 
powerful stimulus for the state’s economy.”

North Carolina government has been doling out 
special breaks for favored industries for years, as Sanders 
demonstrates in the report dedicated to cronyism. “North 
Carolina’s recent history is littered with cronyism — with 
rewards, favoritism, use of politics for personal enrichment, 
and arbitrary doling out of tax revenues,” he said. “These 
policies damage good, strong, fair, and efficient govern-

ment.”
Sanders’ dissection 

of the state’s cronyism 
problem features such 
characters as former N.C. 
House Speaker Jim Black 
and former Gov. Mike 
Easley, both convicted 
felons, along with contro-
versial episodes involv-
ing the N.C. Education 
Lottery, the Currituck fer-
ry, Randy Parton Theatre, 
N.C. Global TransPark, 
and state legislative slush 
funds.

Government man-
dates also attract Sanders’ 
attention, including laws 
targeting auto dealer-
ship locations, car insur-
ance requirements, and 
state vehicle safety and 
emissions inspections. 
“Government mandates 
weigh on those forced to 
bear them, but they are a 
windfall for others who 
provide mandated ser-
vices.”

Noting positive 
changes linked to recent 
state regulatory reform, 
Sanders outlines more 

broad-based ideas for lawmakers to consider.
“Make state spending fully transparent,” he said. 

“Make the processes of state governing open and transpar-
ent. Expand a 2011 reform of the state administrative ap-
peals process for environmental agencies to apply to all 
agencies.”

“Strengthen the Rules Review Commission,” Sand-
ers added. “Require cost-benefit analysis for all proposed 
regulations. Require a periodic review of existing state 
regulations. Implement small-business flexibility analysis 
to prevent regulations from running roughshod over small 
employers. Abolish the corporate income tax.”

Sanders plans to focus even more attention on cro-
nyism in the months ahead. “Government does not be-
stow favoritism in a vacuum,” he said. “Its every policy 
and decision has economic costs, the more so when the 
policy interferes with or, worse, prevents some mar-
ket choices. The reports in this series are intended to 
help chart a new direction for state government.” CJ
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Republicans Graded on Promises Made Before NCGA Session

Subscribe to JLF’s Research Department Newsletters

Vice President for Re-
search Roy Cordato’s 
weekly newsletter, En-
vironment Update,  fo-
cuses on environmental 
issues, and highlights 
relevant analysis done 
by the John Locke Foun-
dation and other think 
tanks, as well as items 
in the news.

Go to http://www.johnlocke.org/key_account/ to sign up

Director of Research 
and Local Government 
Studies Michael Sane-
ra’s weekly newsletter, 
Local Government 
Update, provides analy-
sis and commentary on 
North Carolina city and 
county policies based 
on their proper role in a 
free society.

Director of Education 
Studies Terry Stoops’ 
weekly newsletter, Edu-
cation Update, focuses 
on the latest local, state, 
national, and interna-
tional trends in pre-
K-12 education politics, 
policy, and practice.

Director of Fiscal Policy 
Studies Fergus Hodg-
son’s weekly newsletter, 
Ferg’s Fiscal Insight,  
offers pro-liberty per-
spectives on the latest 
research and news in 
taxation and govern-
ment spending.

Director of Regulatory 
Studies Jon Sanders’ 
weekly newslet ter, 
Rights & Regulation 
Update, discusses cur-
rent issues concern-
ing regulations, rights, 
and freedom in North 
Carolina.

By Signè thomaS
Editorial Intern

RALEIGH

The General Assembly recently 
wrapped up its first session un-
der full Republican control since 

Reconstruction. GOP candidates in 
2010 promised voters they would enact 
a detailed policy agenda if they won a 
legislative majority, even though they 
would have to work with a Democrat-
ic governor, Bev Perdue. The 10-item 
agenda dealt with fiscal policies, eco-
nomic growth, and education reform, 
among other issues. How well did the 
GOP majority do?

Andrew Taylor, a political science 
professor at N.C. State University, cited 
two reasons Republicans could call the 
2011-12 session a success: Republicans 
had plenty of policies that had been 
stalled under a century of Democratic 
rule.The session also saw a record 11 
vetoes overridden by the GOP major-
ity. 

Legislative Democrats did not 
give the GOP high marks, citing a host 
of differences in philosophy and ap-
proach and asserting that the new laws 
would result in ineffective or even 
harmful policies.

The Republicans’ checklist fol-
lows.

• Balance the state budget with-
out raising tax rates

Jordan Shaw, spokesman for N.C. 
House Speaker Thom Tillis, R-Meck-
lenburg, said Republicans “knocked 
that out of the ballpark. … Not only 
did we not raise taxes, but we cut taxes 
by over a billion dollars.” In a press re-
lease, Senate President Pro Tem Phil , 
R-Rockingham, said Republicans were 
able to “clos[e] a $2.5 billion deficit in-
herited from the Democrats.” 

Sen. Floyd McKissick, D-Dur-

ham, did not consider this a major 
achievement. He told Carolina Journal, 
“North Carolina is required to have a 
balanced budget, so to be able to bal-
ance a state budget is not a formidable 
task.” 

• Make North Carolina tax rates 
competitive with other states

Shaw and Berger said Republi-
cans prevented Perdue and legislative 
Democrats from extending a tempo-
rary sales tax increase of nearly $1 bil-
lion that was set to 
expire in June 2011. 
The legislature also 
enacted a $50,000 in-
come tax exemption 
for privately held 
businesses. McKis-
sick downplayed 
the tax cut. [Repub-
licans] “said it was 
going to help small 
businesses,” he said, “but instead [it] 
ended up providing a $3,200 tax cut to 
millionaires.” 

• Pass the Healthcare Protec-
tion Act, exempting North Carolin-
ians from the federal Patient Protec-
tion and Affordable Care Act

House Bill 2, which would have 
exempted state residents from the fed-
eral health care reform law, passed the 
House and the Senate. “Unfortunately, 
the governor vetoed it, and we have 
not gotten enough Democratic support 
to override the veto,” Shaw said. 

McKissick said lawmakers 
should have waited until the U.S. Su-
preme Court ruled on the federal law’s 
constitutionality rather than debat-
ing a state bill. He considered H.B. 2 
“a complete waste of taxpayer money 
and resources.”

Sen. Ellie Kinnaird, D-Orange, 
called the inability to override the veto 

of H.B. 2 a failure by Republicans. 
• Keep Right to Work laws in-

tact
Senate Bill 727 “protects our sta-

tus as a Right to Work state by allowing 
workers to continue to choose whether 
or not to join a union,” Shaw said. 

Kinnaird and McKissick said pas-
sage of S.B. 727 made no change in the 
state’s right-to-work status.

•  Reduce regulatory burdens 
on small business

“We passed a 
comprehensive regu-
latory reform bill last 
year,” Shaw said, re-
ferring to Senate Bill 
781. “That legislation 
rolled back hundreds 
of pages of anti-busi-
ness government 
regulations that were 
making it difficult on 

job creators.”
Kinnaird agreed that Republi-

cans were successful in removing en-
vironmental regulations, but considers 
such deregulation harmful.

• Fund education in the class-
room, not the bureaucracy

“Last year’s budget made tough 
funding decisions when it comes to ed-
ucation,” Shaw said. “This year’s bud-
get gave us the opportunity to make 
funding improvements for education, 
and as a result we were able to restore 
over $250 million to public education, 
[including] a pay raise for teachers, 
which is the first time that has hap-
pened in four or five years.”

McKissick disagreed with the 
Republicans’ priorities. “We’ve seen 
billion-dollar cuts in public education, 
and about 6,000 teachers laid off,” he 
said. “I think [Republicans] failed.”

• Eliminate the cap on charter 

schools
Kinnaird said the new law elimi-

nating the cap on charter schools at 100 
statewide was the only item on the Re-
publican agenda that won her support.

• Pass the Honest Election Act, 
requiring a valid photo ID to vote

The General Assembly passed 
House Bill 351, requiring voters to 
show photo identification at the polls. 
Perdue vetoed it, and an override at-
tempt was unsuccessful. “I don’t see 
that as a failure on our part,” Shaw 
said. “I see that as a failure on the gov-
ernor because she vetoed a bill that 
more than 70 percent of North Carolin-
ians support.”

McKissick gave Republicans “an-
other F because he said a voter ID law 
would “disenfranchise approximately 
800,000 people [who] don’t necessarily 
have a state issued government photo 
ID.”

• Pass the Eminent Domain 
constitutional amendment to pro-
tect private property rights

Shaw said the House passed with 
bipartisan support House Bill 8, an 
amendment requiring just compensa-
tion to be paid for government “tak-
ings” of property, and letting a jury de-
termine the compensation. The Senate 
did not take up the amendment. McK-
issick gave Republicans an “F” on this 
issue.

• End pay-to-play politics and 
restore honesty and integrity to 
state government

Both Houses passed a measure 
ending a form of public financing in 
races for appellate judges and most 
Council of State offices. 

“If you really are against individ-
uals being the primary source of con-
tributions to candidates, then allow for 
more publicly financed campaigns,” 
McKissick said.                               CJ
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Report: Public Debt Puts N.C. in Bottom 3rdState Briefs

Books authored By JLF staFFers

By Roy Cordato
Vice President for Research 
John Locke Foundation

“Cordato’s book is a solid
performance, demonstrating 
impressive mastery of both 
the Austrian and neoclassical 
literature.”

Israel Kirzner
Cato Journal

Efficiency and Externalities
in an Open-Ended Universe  

www.mises.org

Net growth in the percent-
age of North Carolina stu-
dents attending schools 

of choice between 2001 and 2010 
posed no threat to traditional pub-
lic school enrollment, a John Locke 
Foundation Policy Report con-
cluded.

“Opponents of school choice 
treat it as a dire threat,” said report 
author Terry Stoops, JLF director 
of education studies. “But the hard 
facts linked to school choice don’t 
match the rhetoric. The traditional 
public school system remains the 
primary provider of schooling for 
most North Carolina families.”

Throughout the United 
States, growth in school choice op-
tions has not caused much change 
in public school enrollment, Stoops 
said. “In 40 of 50 states, the pub-
lic school market share increased 
between 2001 and 2010,” he said. 
“North Carolina was one of the 
10 states with a net increase in the 
percentage of students attending 
a school of choice. But the mag-
nitude of increase within those 10 
states was trivial.”

Stoops devotes attention to 
enrollment trends in North Caro-
lina’s private, charter, and home 
schools. While private school en-
rollment dropped between 2001 
and 2010, both charter school 
and home school enrollment in-
creased. The data rebut the notion 
that school choice options threaten 
public school enrollment, Stoops 
said. “The popularity of private, 
charter, and home schools has not 
produced a significant enrollment 
shift away from district schools,” 
he said. 

While a law making “rescue 
funds” available for some candi-
dates participating in publicly fi-
nanced campaigns remains on the 
books, it won’t be enforced this 
year, thanks to rulings by the U.S. 
Supreme Court and a federal dis-
trict court in North Carolina.

Last year, the U.S. Supreme 
Court struck down an Arizona 
rescue funds law. Rescue funds 
go to candidates who receive tax-
funded campaign payments when 
their opponent raises more money 
from private sources and therefore 
gains a monetary advantage.

Gary Bartlett, executive di-
rector of the State Board of Elec-
tions, noted that a federal district 
court has since invalidated a simi-
lar law in North Carolina.

A bill that would have re-
moved the voided provision from 
the North Carolina law books 
passed the Senate during the short 
session. It did not pass the House, 
however.                               CJ 

By Sara BurroWS
Contributor

RALEIGH

North Carolina is $37.6 billion 
short of the money it needs to 
pay its long-term bills, accord-

ing to a June 25 report by the Institute 
for Truth in Accounting. 

The “Financial State of the States” 
report reveals that North Carolina is 
one of 44 states with financial obliga-
tions far outweighing government as-
sets. 

As of June 30, 2010, the state had 
obligated taxpayers to $60.7 billion in 
debt, with only $23.1 billion in assets 
that could be used to pay that debt, 
leaving an unfunded liability of $37.6 
billion. 

That means the state has put each 
taxpayer $14,800 in debt, the report 
says. The financial burden on North 
Carolinians is worse than that on tax-
payers in 34 other states, landing not 
too far behind California and New 
York on a scale of indebtedness. State 
officials challenge the methods used by 
the study and say the state’s debt situa-
tion is much less dire than the institute 
reports.

A large chunk of North Carolina’s 
$60.7 billion in future obligations rep-
resents health care benefits promised 
to state employees when they retire. 

The institute determined the un-
funded liability for retiree health care 
benefits is $32.9 billion, roughly $3 bil-
lion more than indicated a year ago 
in a Carolina Journal report. Unfunded 
pension benefits make up another $2.5 
billion of the debt. 

Despite a constitutional require-
ment that North Carolina government 
maintain a balanced budget, the state 
also has accumulated $15 billion in 
bonds and $16.1 billion in other liabili-
ties. The state can borrow money for 
capital needs and emergencies, but not 
for normal operating costs.

Instead of setting aside money 
for future obligations, most states have 
been shifting the costs to future taxpay-
ers, the report says. “This is especially 
true in relation to employee compen-
sation costs, which include retirement 
benefits.”

Because pension and health care 
benefits are not immediately payable 
in cash, states ignore most of these 
compensation costs when calculating 
annual budgets, the report continues. 

“Truthful budgetary accounting 
would include the portion of retire-
ment benefits employees earn in cur-
rent compensation cost every year they 
work.”

State budget director Andy Wil-
lis objected to the report’s suggestion 
that the state has been dishonest in its 
financial reporting.

“I would say that we have been 
truthful and follow GASB [Govern-
mental Accounting Standards Board] 
rules when reporting ... our long-term 
obligations,” Willis wrote in an email. 

The state’s obligation to retirees 
“is a snapshot of 20 to 30 years into the 
future, and current assets don’t have to 
necessarily meet the long-term obliga-
tions,” he added.

Julia Vail, a spokeswoman for 
the state treasurer’s office, said in an 
email she’s not sure how the Institute 
for Truth in Accounting came up with 
its numbers.

“As of December 1, 2010, the ac-
tuarial value of assets for the Teach-
ers’ and State Employees’ Retirement 
System was $57.1 billion, and accrued 
liability was $59.9 billion,” Vail said. 
“Thus, the unfunded liability was 
$2.77 billion. Given these facts, TSERS 
is 95.4 percent funded.”

Fergus Hodgson, director of fis-
cal policy studies at the John Locke 
Foundation, said if anything, the Insti-
tute for Truth in Accounting has been 
generous in its assessment of North 
Carolina’s financial health.

The data the institute used came 
from the state’s own Comprehensive 
Annual Financial Report, he said. 

He added that part of the problem 

is that GASB accounting rules have not 
required states to include future liabili-
ties in their annual budgets. Also, the 
rules allow states to use exaggerated 
discount rates to determine how much 
they should save now in order to fulfill 
promises in the future.

To address the problem, Hodg-
son suggests the state start using de-
fined contributions similar to 401(k) 
plans rather than defined benefits for 
its employee retirement programs. 

In other words, the state would 
say, “We’ll put away this much money 
for you now. … We don’t know how 
much it’s going to be worth in the fu-
ture, but at least this money is all yours. 
There’s no liability,” Hodgson said.

As it stands, he said, the state is 
estimating about how much it should 
save and isn’t reporting these obliga-
tions in the annual budget.

“The conversion [to defined con-
tribution] would not do away with the 
accrued debt, but it would stop the sit-
uation from worsening immediately,” 
he said.

Hodgson praised the institute’s 
report, saying it shed light on what he 
called the states’ deceitful accounting 
methods, which he said would be il-
legal if practiced by private organiza-
tions. 

He called the $14,800 debt per 
taxpayer “blatant fiscal negligence” 
and pointed out that the figure was up 
32 percent from the previous year, in 
which taxpayers were in debt $11,200 
each. 

Without reform, default is in-
evitable, he said.                      CJ
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Legislative ‘Dashboard’ Lets Lawmakers Track Bills Electronically
By Barry Smith
Associate Editor

RALEIGH

The days of lawmakers rummag-
ing through stacks of paper on 
their chamber desks could be 

numbered.
The General Assembly this past 

short session participated in a “paper-
less pilot program” during which they 
tested out an online “chamber dash-
board” to follow debate as amend-
ments were being offered and laws 
were being made.

The more technologically savvy 
method of navigating through legisla-
tion is aimed at saving paper, paying 
for paper and supplies, and making 
the General Assembly operate more ef-
ficiently.

“Almost everything that was 
strictly paper is now available through 
the dashboard,” said Jordan Shaw, a 
spokesman for House Speaker Thom 
Tillis, R-Mecklenburg.

“It’s part of a broader project to 
modernize the whole legislative sys-
tem,” said Seth McFarland, one of the 
business applications developers at the 
General Assembly.

How does it work?
Senators and House members 

have the option of using one of two 
different apps placed on their laptop 
computers. One app places the current 
item being debated on their laptop 
screen. The other gives members the 
option of sifting through all items on 
the chamber’s calendar — or agenda 
— for the day.

If the current item app is being 
used, the member’s laptop will ref-
eresh automatically when an amend-
ment to a bill is offered or when the 
chamber moves to a different bill, Mc-

Farland said.
If a member is using the calen-

dar app, the member would have the 
option of viewing the current bill or 
amendment, or 
the member could 
view other bills 
and proposed 
amendments slat-
ed for discussion 
on that day’s ses-
sion.

The software 
was developed by 
the General As-
sembly’s informa-
tion technology 
staff members, who are familiar with 
bill drafting and other legislative pro-
cedures.

While not all legislators are us-
ing the member dashboard, some who 
are say they like it. “It’s a lot more ef-

ficient,” said Rep. Norm Sanderson, 
R-Pamlico. He notes that he doesn’t 
have to flip through 15 bills on his desk 
when he’s trying to find something. 

He also likes how 
the dashboard 
keeps up with the 
discussion in real 
time.

“Changes are 
instantaneous,” 
Sanderson said. 
“The more we use 
it, the more effec-
tive it’s going to 
be.”

Sen. Neal 
Hunt, R-Wake, said he doesn’t use 
the member dashboard. Nor does he 
have a stack of old-fashioned paper 
bills on his desk. Instead, Hunt said he 
takes his iPad with him to sessions and 
views bills that way. Hunt said he’s 

done t≠hat for years.
“It has potential to save a lot of 

time and money,” said Sarah Clapp, 
the principal clerk of the Senate. 

“It replaces thousands of pieces 
of paper that we have to produce,” 
Shaw said.

Fewer pieces of paper have to be 
passed out to lawmakers as a result of 
the member dashboard. And legisla-
tive staffers say they’ll be able to save a 
lot on paper and printing cost, though 
they’re not sure how much yet.

Peter Capriglione, manager of 
business applications development at 
the General Assembly, estimated that 
during the first year of its use, the staff 
was able to save about 40 percent to 60 
percent of the paper it uses.

The change will result in less 
waste, Capriglione said, noting that 
the legislative staff used to fill a U-
Haul full of paper waste.

Will the member dashboard 
eventually replace paper altogether? 
No. “There will still be paper, just a lot 
less of it,” Shaw said.

But the reductions in paper, as 
Capriglione said, will be substantial. 
“If we can avoid somebody having 
to cart thousands and thousands and 
thousands of pages around, that’s a 
huge positive,” Shaw said.

And at this point, the member 
dashboard is geared toward work in 
the House and Senate chambers, not in 
the committee rooms.

“Committee work is much differ-
ent than the full House,” Shaw said. 

Clapp could not say whether 
similar apps would be made available 
to the public once the bugs are worked 
out to let individuals evaluate what 
the General Assembly was up to in real 
time. That decision will be left to the 
legislative leadership, she said.      CJ

Almost everything that used to be on paper will now be available on the new “dash-
board” system. (Facsimile of system display)

System will allow
legislators to
keep up with

bill discussion
in real time

Share your CJ
Finished reading all 

the great articles in this 
month’s Carolina Jour-
nal? Don’t just throw it 
in the recycling bin, pass 
it along to a friend or 
neighbor, and ask them 
to do the same.

Thanks.
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Lackluster Turnout For Runoff Pushes Calls for Alternatives
By Dan Way
Associate Editor

RALEIGH

As North Carolina voters avoid-
ed the voting booth by the mil-
lions July 17, election officials 

and academics called on the General 
Assembly to scrap the state’s expen-
sive, no-show runoff elections.

Voters chose finalists in five races 
for Council of State, three congressio-
nal contests, a handful of legislative 
tilts, and numerous local offices.

Early indications suggested the 
“second primary” might have the low-
est turnout in state history, less than 2.5 
percent of the state’s 6.16 million regis-
tered voters. When all the ballots were 
counted, turnout reached 3.58 percent. 
And the slight turnout boosted those 
seeking another way to choose candi-
dates.

“The General Assembly needs to 
determine how best to pick for the gen-
eral election because you can truly see 
through past history and today that 
voters do not participate in second pri-
maries,” said State Board of Elections 
executive director Gary Bartlett, who 
has overseen the state’s elections for 20 
years. 

“During my tenure, [turnout in 
runoff elections] has been as low as 2.5 
percent and as high 8 percent,” Bartlett 
said. “The highest I’m aware of was 
1990 between Harvey Gantt and Mike 
Easley. That was 19 percent” in their 
face-off for the Democratic U.S. Sen-
ate nomination. Gantt won that race, 
but lost to incumbent Republican Jesse 
Helms in the general election.

The July 17 runoff will cost tax-
payers “at least $7 million,” Bartlett 
said. 

Second primaries are held when 
no candidate in the first primary reach-

es a 40 percent plurality threshold and 
the second-place finisher requests a 
runoff.

“There have been some discus-
sions by previous General Assemblies” 
about revising the runoff system, 
Bartlett said. “The last time that they 
really took this serious they dropped 
the plurality from 50 percent plus to 
40 percent plus, and, of course, we are 
still having these 
second prima-
ries.”

“I think it’s 
a practice whose 
time has come 
and gone,” said 
Don Schroeder, 
associate profes-
sor of political sci-
ence at Campbell 
University.

“The runoff 
primaries were important at a time 
when North Carolina was a one-party 
state, in which case the Democratic 
primary, for all practical purposes, was 
the election,” Schroeder said. 

“And so if you have a multican-
didate race, you don’t want someone 
with a mere plurality to then get the 
nomination, guaranteeing the election. 
So the runoff primary was a way to 
assure there was some semblance of a 
majority behind whoever became the 
public official,” he said. 

“That’s no longer true,” Schroed-
er said. “North Carolina is a very com-
petitive state, in which case a runoff 
primary is no longer needed to make 
that assurance. We have a general elec-
tion that’s competitive.”

Both Bartlett and Schroeder said 
one option lawmakers might consider 
simply is to declare the highest vote-
getter in the primary the party’s nomi-

nee for the general election, regardless 
of percentage. 

“If members of a party don’t like 
that outcome, they can always vote for 
someone in the other party. That’s the 
way most states do it,” Schroeder said.

Bartlett suggested another option 
to a runoff might be to have a process 
by which a second-place finisher in the 
primary could petition the political 

party to choose 
the nominee if 
none of the can-
didates wins a 40 
percent plurality.

“I like that 
system,” Schro-
eder said. “If I 
could adjust that 
a little bit, I’d 
have the parties 
pick the candi-
date in the first 

place at some sort of party convention, 
and then, if the party convention [vote] 
is close, hold a primary” if the runner-
up requests. 

“That would save a huge amount 
of money,” he said. “It would prob-
ably be more meaningful because you 
would have people participating who 
actually know something about the 
candidate.” 

Virginia has a system similar to 
that for nominating statewide candi-
dates at party conventions. Usually, a 
primary isn’t held because registered 
party members are happy with their 
first choice.

“That would have to be a legisla-
tive change,” Bartlett said. “I think we 
would have a little firestorm” if that 
were proposed. 

“One thing I can tell you about 
North Carolina, they love to vote for 
an office,” Bartlett said. “But if you 

tried to take away even the second pri-
mary, they would have an uproar.” 

One “better and more economic 
way to pick a nominee” could be with 
instant runoffs in the primary, Bartlett 
said. 

With instant runoffs, voters rank 
their top two or three choices by pref-
erence. If no candidate gets a required 
plurality, the two with the most votes 
are placed in the runoff. Their second- 
or third-place votes are added to deter-
mine the winner. 

“I guess I tend to be a little bit 
suspicious of those kind of innova-
tions,” said Schroeder. “I’m a little bit 
old-fashioned that way.”

Instant runoff pilot projects have 
been used before in North Carolina lo-
cal elections — once in Cary and twice 
in Hendersonville.

“Hendersonville embraced it and 
said they loved it,” Bartlett said. Cary 
officials “thought it was a little confus-
ing.”

There was one instant runoff 
election for statewide office in 2010. 
Former Court of Appeals Judge Doug 
McCullough edged sitting appellate 
Judge Cressie Thigpen by 0.62 per-
cent after the count of the second- and 
third-place voter choices.

Scott Laster, North Carolina Re-
publican Party executive director, 
believes that Tuesday’s low turnout 
could be a tipping point. 

“It certainly leads us to evaluate 
this process and see what alternatives 
are out there,” Laster said. Those ad-
vocating reform could “use this as a 
springboard to get something done for 
2014.”

Repeated attempts to reach state 
Democratic Party Chairman David 
Parker and Tammy Brunner, the par-
ty’s interim executive director, were 
not successful.                           CJ
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COMMENTARY

Ed Budget Debate
Requires Context

Education Reform Advanced
Modestly in 2012 Legislature

Every year, the General As-
sembly spends a great deal 
of its time debating public 

education spending and reform. 
This year’s legislative session was 
no different.

Often, however, reports about 
the legislature’s deliberations and 
actions lack historical, economic, 
and international context. Each is 
essential, providing information 
that helps taxpayers determine if 
elected officials spend their tax dol-
lars wisely.

In recent years, public educa-
tion spending in North 
Carolina has fluctuated. 
Between 2006 and 2009, 
state legislators approved 
massive, and ultimately 
unsustainable, increases 
in education spending. 
Despite signs of a weak-
ening economy, operating 
and capital expenditures 
rose by more than $1,000 
per student during this 
period.  

Those who saw the 
handwriting on the wall 
were proven correct. Since 2009, 
the state has maintained one of the 
highest unemployment rates in the 
nation. Job creation has been weak. 
As a result, tax revenue plummeted. 
The Great Recession hit North Caro-
lina hard and forced Democratic 
budget writers to send fewer dollars 
to public schools compared to the 
2009 peak.

Last year, under a new Repub-
lican-led General Assembly, total 
education spending rose slightly, 
but declined a bit in per-pupil 
terms. Other states experienced 
larger declines, so North Carolina’s 
position in per-pupil expenditure 
rankings actually rose. The National 
Education Association reported 
that North Carolina ranked 42nd 
in the nation in per-pupil spending 
for 2011-12, compared with 43rd in 
2010 and 45th in 2011.

According to the NEA esti-
mate, North Carolina public schools 
spend about $8,500 per student in 
local, federal, and state funds for 
operating expenses. Capital expen-
ditures boost that per-pupil amount 
to $9,000 a student. To put this in 
historical perspective, inflation-ad-
justed per-pupil expenditures more 
than tripled since 1970.

North Carolina experienced 
higher-than-projected revenue 
growth this year, so the Republican 
legislature was about to add $250 

million in state funds to the K-12 
education budget without raising 
taxes. This funding would not offset 
the expected loss of temporary fed-
eral funds or possible decreases in 
local funding. To do so would have 
required sizable tax increases, such 
as those championed by Gov. Bev 
Perdue, state education officials, 
and public school lobbyists.

The way politicians and lobby-
ists defend their tax-for-schools pro-
posals has not changed for decades. 
They claim North Carolina’s public 
school students will not receive an 

adequate education unless 
taxpayers agree to “in-
vest” hundreds of millions 
of additional dollars in 
the state’s public schools. 
They warn that the state’s 
national and international 
competitiveness is at stake.

While it is true that 
North Carolina spends less 
on K-12 education than 
the national average, we 
spend more than all but a 
handful of industrialized 
nations. The latest expen-
diture statistics from the 

Organization for Economic Coop-
eration and Development report 
average per-student expenditures 
among North Carolina elementary 
schools ranked sixth-highest in the 
world. Average per-student expen-
ditures for the state’s secondary 
school students were fifth-highest.

Despite the state’s relatively 
high level of spending, studies link-
ing state, national, and international 
test scores agree that North Caroli-
na’s public school students perform 
at a mediocre level in reading and 
math, and rank below most of our 
closest competitors in Western Eu-
rope and the Pacific Rim. Countries 
whose students outperform North 
Carolina’s — including Canada, 
Japan, the Netherlands, and Finland 
— spend thousands of dollars less 
per student than we do.

The evidence suggests some-
thing we have known all along: 
North Carolina cannot spend its 
way to success in education or any 
other endeavor. Despite ample 
resources, public school students 
in North Carolina fail to meet or 
exceed the performance of many of 
our economic competitors through-
out the world. All the money in the 
world will not change that.             CJ

Dr. Terry Stoops is director of 
education studies at the John Locke 
Foundation.

TERRY
STOOPS

By Barry Smith 
Associate Editor

RALEIGH

After seeing several education 
reform efforts advance with a 
change in partisan leadership 

in the General Assembly, Republican 
leaders suggest that more changes to 
state public school policy will make 
headway once lawmakers return to 
Raleigh next year.

“Ultimately, what we’ve got to 
be looking at is what’s best for our stu-
dents and what’s best for our parents,” 
Senate President Pro Tem 
Phil Berger, R-Rocking-
ham, said of legislative 
reform efforts.

Part of Berger’s Ex-
cellent Public Schools Act 
became law during the 
2012 session. “We got the 
new reading program in, 
which is fairly substan-
tial,” Berger said. That 
reading program seeks 
to identify children with 
reading deficiencies and 
provide them with remedial instruc-
tion in kindergarten through third 
grade. It also requires that youngsters 
not reading on a third-grade level be 
retained at the end of the school year, 
unless a “good-cause exemption” can 
be demonstrated.

Bill Harrison, who chairs the State 
Board of Education, said that he agrees 
“100 percent that having all children at 
grade level by the end of third grade 
is key.” Otherwise, they’re not likely to 
achieve well in school later on.

Harrison, however, said he’s not 
all that keen over the retention policy 
now written into state law. “I’m not 
sure it’s as simple as we think some-
times,” Harrison said.

He did say he was glad to see the 
budget put $27 million into providing 
intervention for youngsters having dif-
ficulty reading in early grades.

Berger also touted a new “report 
card” method for grading schools, as-
signing each school a letter grade (A, 
B, C, D, or F) to give parents a better 
picture of how a school is performing. 
Berger said the method was geared 
at providing more transparency for 
schools. 

Harrison, however, said he won-
dered how much the grading system 
would reveal since there is a strong 
correlation between a school’s per-
formance and the economical demo-
graphics of the area served by the 
school.

A couple of Berger’s proposals, 
ending teacher tenure and providing a 
merit pay system for teachers, did not 
make it into law this year.

Brian Lewis, a lobbyist for the 

N.C. Association of Educators, said he 
was glad to see lawmakers slow down 
and take a harder look at those issues 
before writing them into law.

Lewis said NCAE representatives 
expressed their concerns about how to 
measure teacher performance.

“Merit pay sounds really good,” 
Lewis said. “And there’s probably 
not one person on this planet that’d 
be against if one does a great job he 
should get paid more.”

But measuring teacher perfor-
mance might not be a simple task, 

Lewis said, noting that 
school system demo-
graphics vary widely in 
the state. 

A proposal by 
House Majority Leader 
Paul “Skip” Stam, R-
Wake, to provide a tax 
credit for businesses that 
funded private school 
scholarships for lower-in-
come students garnered 
some support during the 
2012 short session, but 

not enough to get it out of committee 
and onto the House floor.

Stam said he hopes to revive the 
issue, or something like it, when law-
makers return for the 2013 session.

Darrell Allison, president of Par-
ents for Educational Freedom in North 
Carolina, backed the tuition tax credit 
proposal. 

“Time ran out,” Allison said. “We 
think we’ve laid the groundwork for a 
really strong approach for 2013.”

The bill would have allowed 
businesses to get tax credits for contri-
butions that they made to scholarship 
funds for private schools. The scholar-
ships would go to help children who 
come from families with incomes at or 
below 225 percent of the poverty level. 
For a family of four, 225 percent of the 
poverty level is $51,863.

The maximum scholarship 
amount would be $4,000 per year.

The measure “was modeled after 
about eight other states that have this 
kind of thing,” Stam said.

Allison said the traditional public 
school model works for most children, 
but not for all. He said the bill would 
put measures in place to address aca-
demic accountability.

“We don’t just want another 
choice option,” Allison said. “We want 
a quality option.”

Said Harrison, the state school 
board chairman: “I just have real, real 
problems with any tuition tax credit, 
voucher or tax credit, where we send 
public dollars to private schools. 
Where’s the accountability if there are 
public dollars involved?”            CJ
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Buncombe School Board Member Says Majority Stifles Dissent
By Dan E. Way
Associate Editor

RALEIGH

After months of complaining 
about being bullied by her 
colleagues on the Buncombe 

County Board of Education, Lisa Bald-
win has enlisted the assistance of a 
state lawmaker to determine whether a 
new board policy improperly restricts 
her access to public records.

 The rule, adopted in June, re-
quires board members to submit all 
requests for information to the super-
intendent of schools for “discretion-
ary decisions” on allocating staff time. 
Requests submitted within 48 hours of 
a meeting also must go to the school 
board chairman for consultation with 
the superintendent before they’re 
granted.

 “It’s unlawful, I think. It strips 
me of my rights not only as a board 
member but as a private citizen,” and 
interferes with her ability to gather in-
formation she needs to make a fully in-
formed vote, Baldwin said.

 “I’ve referred that to the [attor-
ney general’s] office” for a ruling, said 
state Rep. Tim Moffitt, R-Buncombe, 
after Baldwin contacted him about the 
policy.

The situation in Buncombe Coun-
ty is not isolated. Other North Carolina 
school boards that have contentious re-
lationships among 
members have at-
tempted to limit 
access to informa-
tion from mem-
bers the majority 
may view as gad-
flies or nuisances. 
The trade asso-
ciation represent-
ing school boards 
has worked with 
many boards in an 
attempt to defuse the tensions, but crit-
ics say the association’s approach also 
can stifle dissenting views. 

“It’s hard to take direction from 
more than one boss,” Buncombe Coun-
ty school board chairman Bob Rhine-
hart said in explaining why the policy 
was adopted. “Particular board mem-
bers were asking for things that should 
have been asked for, or not asked for, 
by the entire board.”

 Baldwin, who often votes in op-
position to issues the majority sup-
ports, sees the action as a strike against 
open government.

 “I think it’s a slap in the face to 
my constituents, the parents and teach-
ers of Buncombe County,” Baldwin 
said. “They’re pretty much bullying 
me.”

 It is not unprecedented for elect-
ed members of a public agency to com-
plain about colleague backlash if they 
vote regularly against the majority.

 “I would much rather see them 
celebrate our different points of view 

... than try to manipulate and bully” 
members into lockstep votes, said 
Tony Rose, a board member of the Al-
amance-Burlington school system who 
often votes in the minority and has 
faced his own challenges.

 “It seems to me that any mem-
ber of the school board should be able 
to ask any question that they want to 
ask and have that question answered 
without objection,” Moffitt said. “I do 
not believe it’s in the best interest of 

the public for any 
member of any 
of our boards to 
be silenced by the 
other members.” 

 “Apparent-
ly I’m asking too 
many questions,” 
Baldwin said of 
the board’s rea-
son for the policy 
change. “Maybe 
they don’t want 

the public to know the answers to 
some of these questions I’m asking.”

 Among issues Baldwin has in-
quired about are: the budget and 
spending; opening new schools when 
existing ones are well below student 
capacity; the need to update a school 
facilities report and redraw school at-
tendance zones; environmental con-
cerns over toxic contamination at the 
central office building; and school staff 
doing repairs without permits or in-
spections.

 She said in some instances she 
has made requests for information be-
cause the data are not available or not 
compiled in a way to make it useful for 
study purposes.

 “We’re not trying to hide infor-
mation, and we’re not trying to prevent 
people’s requests from being asked,” 
Rhinehart said. 

 But hard decisions sometimes 
need to be made to determine how 
staff time is best spent, he said.

 “Why should [staff] spend time 
on it if it’s not going to go anywhere,” 
such as Baldwin’s desire to research 
privatizing some school functions, 
Rhinehart said. The rest of the board 
had no desire to pursue privatization.

 He said her requests to reformat 
information into a manner she prefers 
are time-consuming, and “it doesn’t 
matter what information is supplied, 
there’s still a no vote to it.”

 Even so, Rhinehart said, “Miss 
Baldwin has some legitimate ques-
tions.” For example, he wants to learn 
more about the state Department of 
Environment and Natural Resources 
looking at environmental concerns 
near the central office. He said redraw-
ing school attendance zones is a solid 
idea, but one made difficult by a fluid 
situation of people moving from high-
income neighborhoods to less expen-
sive areas due to the economy. 

 The friction on the Buncombe 
County board is not an isolated frac-
ture, according to Ed Dunlap, execu-
tive director of the North Carolina 
School Boards Association. 

The association has provided 
training to about 40 school boards, 
Dunlap said. One training module 
recommends a solution similar to the 
policy the Buncombe County school 
board adopted.

 “From time to time you have an 
individual who may have good mo-
tives but that inundates their central 
office with requests for generation of 
information that simply takes them 
away from their day-to-day routine,” 
Dunlap said. 

“What we recommend when 
that occurs is that the board develop 
a procedure where the information is 
requested by the board of education it-
self,” he said.

By the same token, he said, if the 
majority routinely rejects out of hand 
suggestions and requests by the minor-
ity board member, it could indicate it is 
the majority that is being problematic.

 “[P]eople need to put on their 
adult hats and to work with each 
other,” Dunlap said. “I have seen in-
stances where the board has become so 
divided and so split that the commu-
nity has absolutely revolted and sup-
port for the public education system as 
a whole goes down.”

 Rose believes the school boards 
association suffers the same affliction 
as his Alamance-Burlington school 
board and boards across the state.

 “They want the superintendent 
to have full autonomy over every-
thing, and they want the board to sup-
port it” as a “rubber-stamping team,” 
Rose said.

While he expected to engage in 
a “marketplace of ideas” in forming 
board decisions after being elected, 
Rose said he quickly learned the man-
tra was, “We need to have this unified 
front.” 

 Colleagues lose trust and become 
skeptical of motives “just by virtue of 
the fact that you’re asking a question,” 
he said.

 “This philosophical difference 
… to me, is a battlefield because every 
issue is discussed and voted on in the 
context of this [concept]” of the neces-
sity to back the administration fully, 
Rose said.

 He doesn’t believe the public 
elects officials to vote in lockstep, but 
to vet issues from their unique per-
spectives completely.

 “This situation is going to need 
to be determined by the voters” in 
electing candidates who value due 
diligence over unanimity, Rose said. CJ

Buncombe County Board of Education 
member Lisa Baldwin is challenging her 
board’s new rules on obtaining public 
records. (buncombegop.org photo)

School bureaucrats
say they need
to control the

number of
info requests
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Florida AP Model Fails to Gain Traction in North Carolina
By KriSty BailEy
Contributor

RALEIGH

The Burke County Republican 
who introduced a bill aimed at 
expanding Advanced Placement 

participation among low-income stu-
dents says he plans to take up the mea-
sure again when the state legislature 
convenes in January.

“I think it’s reasonable to con-
sider it might pass [during the next 
session],” Rep. Hugh Blackwell told 
Carolina Journal. “The reason it didn’t 
go further in the short session is lack of 
funding. I didn’t want to push it.”

House Bill 965, sponsored by 
Blackwell and three other Republicans, 
died when the education appropria-
tions committee failed to take action 
before adjournment in July. The bill 
had one Democratic co-sponsor, Rep. 
Becky Carney of Mecklenburg County.

Under the proposed legislation, 
N.C. high school students who scored 
a 3 or better on most AP tests would 
have been eligible to receive college 
credit in exchange for the passing 
grade. Teachers would have received 
a $50 bonus for each student who re-
ceived a 3 or better, the equivalent of a 
C grade, on an AP test. 

Support seemed to split along 
party lines, with Democratic lawmak-
ers generally opposing bonuses based 
on individual teachers’ success, or lack 
thereof.

A raft of research from the Col-
lege Board and other sources has 
found that students taking AP tests are 
more likely to succeed in high school, 
are more ready for college, and bet-
ter handle the rigors of college work. 
High schools that prepare students for 
AP tests show improved performance. 

The results are particularly impressive 
for low-income students.

The program is modeled on Flor-
ida’s AP Incentive Program. Florida is 
the only state with the program and 
has more AP scores of 3 (out of a pos-
sible 5) or better, according to David 
Gupta, executive director of the Flor-
ida Partnership of the College Board. 
Gupta outlined the program for the 
N.C. House Select Committee on Edu-
catin Reform in March. 

AP participation among Florida’s 
high school students grew dramati-
cally during the first 10 years of the 
program, from 2000 to 2010, according 
to data provided by the College Board. 

In 2000, just 65,992 Florida high 
school students took AP exams. More 
than 278,000 students took AP ex-
ams during the 2009-10 school year, 

the most recent period for which the 
figures are available. Among those,  
114,430 students scored 3 or better; 
26,079 Hispanic students scored 3 or 
better; and 6,058 African-American 
students scored 3 or better. 

Florida provides a $50 bonus to 
teachers for every student who scores 3 
or better, but increases that amount to 
$500 per teacher for every test passed 
in a low-performing school.

The House fiscal analysts esti-
mated the price tag for the incentive 
program at $11.7 million. The bill’s 
sponsors proposed funding the AP 
incentive program 
with existing pub-
lic school appro-
priations. Specifi-
cally, $12.2 million 
would have been 
earmarked for ad-
ministering the 
program in fiscal 
year 2012-13, in-
cluding $7.7 mil-
lion for testing fees, 
$2.9 million for 
teacher bonuses, and $1.5 million for 
professional development for teachers 
in AP courses. 

Two Democratic lawmakers on 
the committee questioned the teach-
er bonuses, which would have been 
capped at $2,000 per teacher, matching 
Florida’s program.

Rep. Ken Goodman, D-Mont-
gomery, told Carolina Journal that the 
costs associated with implementing 
an incentive program seemed unnec-
essary. “The goals of the bill are laud-
able,” said Goodman. But he said he 
has “an issue” with giving teachers 
bonuses for students scoring a 3 on AP 
exams. “That seems to be a low bar.” 
He said he would have less of a prob-
lem if the threshold was a 4 rather than 
3.

“A 3 in general is a passing score,” 
Blackwell said. “Different schools or 

universities may have different stan-
dards for what they accept for college 
credit, but a 3 generally suggests that 
you not only did well enough in the 
course to pass but also mastered some 
portion of the materials. The idea is not 
that we are just paying more people to 
enroll in a class. The idea of the bonus 
is to reward the teacher for recruiting 
more students and for getting them 
over the finish line, so to speak.”

Likewise, Wake County Demo-
cratic Rep. Rosa Gill said she sup-
ports the idea of offering AP courses 
to more students, but not the bonus 
system. Existing AP teachers already 
receive perks others don’t, she noted, 
including smaller classes and extra 
professional development. What Gill 
termed “regular teachers” — the edu-
cators who prepare students in earlier 
grades — are left out of the bonus sys-
tem, she said. “How do you reward the 
teachers who’ve prepared them all the 
way from kindergarten to, say, eighth 
grade?”

One of the bill’s key provisions, 
Blackwell noted, is that it would have 
provided access to AP courses for low-
income students. One proposal for de-
fraying costs for these students includ-
ed providing full state funding for the 
$87 testing fee, or partial state funding 
of $50, according to information pro-
vided to the committee in March by 
the Division of Fiscal Research. Based 
on an estimated 4.3 percent increase 
in the number of AP tests taken, had 
the incentive program been funded, 

it would have 
cost the state $7.4 
million to defray 
testing fees for all 
students. 

G o o d m a n 
said imposing an 
income thresh-
old, with the state 
paying testing 
fees only for low-
income students, 
could reduce the 

costs of the program significantly.
In North Carolina, roughly 30 

percent of high school students who 
graduated in 2011 had taken at least 
one AP course, and 18.4 percent scored 
a 3 or above on at least one AP course, 
according to legislative analysts. North 
Carolina was one of 19 states with 
scores above the national average, ana-
lysts noted. 

According to College Board data 
for tests administered to North Caroli-
na high school seniors in May 2011, the 
overwhelming majority of participants 
in AP testing were white — 15,767 of 
the nearly 19,000 students taking the 
exams. According to the board’s data, 
2,144 students were classified as black, 
418 as Mexican-American, and 578 as 
“Other Hispanic.”                              CJ

About a third of
N.C. high school

students who
graduate have

taken AP courses

A program modeled on Florida’s would make high school students eligible for college 
credit for good grades on Advanced Placement tests, and would give their teachers 
a monetary bonus. (File photo)
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Town and County Cities Use Taxes to Discourage Sweepstakes
By Dan E. Way
Associate Editor

HILLSBOROUGH

Staring intently at the color-
splashed computer screen in front 
of him, J.C. Andrews twirled a 

mouse and prepared himself for what-
ever the video game threw at him.

 “People really enjoy this,” said 
Andrews, a Hillsborough resident 
and regular customer of Boone Square 
Business Center. The video café offers 
sweepstakes prizes for patrons who 
buy Internet time or long-distance tele-
phone service. “You win some, you 
lose a little.”

 The sweepstakes industry is a 
sizable, if controversial, juggernaut 
in North Carolina. The state Supreme 
Court is expected to rule later this year 
whether it is legal. 

 Meanwhile, state lawmakers 
and many municipalities already have 
crafted laws to tax and regulate the 
businesses, which critics contend are a 
back door to gambling. Hillsborough’s 
experience is no different.

Andrews characterizes the sev-
eral establishments in and around Hill-
sborough as safe, friendly, alcohol-free 
diversions.

“The state has a lottery, doesn’t 
it?” he said.

The sweepstakes parlor tax issue 
popped up in House Bill 1180, an un-
successful measure introduced in the 
last legislative session.

“My bill did not legalize [sweep-
stakes parlors], but said if they’re still 
there in October, then they will be 
taxed in January,” said state Rep. Bill 
Owens, D-Pasquotank.

 Tax revenues would have been 
“anywhere from almost $100 million to 
$300 million” annually, earmarked for 
law enforcement and public education, 
Owens said. 

Under the bill, counties and cit-
ies could charge $1,000 a location and 
$500 a machine. The state would have 
imposed a $2,000 license fee, $1,000 fee 
per machine, and 4 percent state tax on 
gross revenue. 

Currently, municipalities have 
the power to tax Internet cafés, but 
counties do not. 

Owens said Currituck County is 
“like a little Vegas.” Proliferation of the 
Internet parlors is why the industry 
needs to be regulated.

Rep. Timothy Spear, D- Washing-
ton, also a primary sponsor of the bill, 
said, “There was not much interest on 
the House side this session” and even 
less in the Senate. 

“We’d really like to outlaw it or 
stop it,” said Spear, who, like Owens 
and Rep. Bill McGee, R-Forsyth, anoth-
er primary sponsor, is retiring from the 
House. “I don’t know that we can stop 
them, so if we can’t stop them it’s time 
to regulate them.”

Rep. Jeff Collins, R-Nash, the 
only returning primary sponsor of the 
bill, said whether he reintroduces it 

next session depends on the Supreme 
Court ruling. If the court declares the 
machines illegal, there will be no need 
for the legislation.

 Collins supports the fee schedule 
in H.B. 1180. But he wants the revenue 
used for corporate income and gaso-
line tax relief.

“I don’t want it to be just more 
money for the state to spend,” Collins 
said.

 “If they’re legitimate business 
operations, let’s regulate them the way 
we regulate other things,” such as alco-
hol and tobacco sin taxes, he said. 

The state Court of Appeals has 
ruled a North Carolina statute banning 
the sweepstakes games is unconstitu-
tional on First Amendment grounds of 
protected speech. The case, arising out 
of Guilford County, is now before the 
Supreme Court.

The plaintiffs, Hest Technologies 
of Texas and International Internet 
Technologies of Oklahoma, sell long-
distance telephone time and high-
speed Internet service. Sweepstakes 
entries accompany the purchases as a 
marketing tool.

Prizes for winning entries can be 
revealed only on a computer screen. 
Purchasers have the option of being 
informed immediately whether they 
won, or playing a video game to find 
out. Prizes are preprogrammed into 
computer software, so the outcome is 
unaffected by how the buyer chooses 
to determine if he’s won a prize.

Meanwhile, Fayetteville attorney 
Lonnie Player represents Internet café 
clients in Fayetteville and Lumberton 
in separate cases now before the state 
Supreme Court.

“My cases deal with the tax as-
pect only. They do not deal with the 
legality of sweepstakes,” said Player, 
who believes the state should pass leg-
islation setting uniform standards of 
taxation. 

“These taxes should not be at the 
whim … of hundreds of municipali-
ties,” he said.

 Player believes municipalities 
dislike the Internet cafés and are trying 
to regulate them out of existence by 
slapping exorbitant (and, he says, un-

constitutional) business privilege taxes 
on them.

“The power to tax is the power to 
destroy,” he said.

Player’s clients claim the mu-
nicipalities wrongly jacked up the 
privilege taxes to excessive levels that 
threaten the cafés’ livelihood. In Lum-
berton, the tax went from a flat fee of 
$12.50 to a minimum of $7,500, with 
rates set at $500 per location and $2,500 
per machine. 

In Fayetteville, the rate went 
from a $50 flat fee to a minimum of 
$4,500. The location is taxed $2,000, 
and each computer terminal $2,500. 
Player noted that the privilege tax for 
topless bars that serve alcohol is only 
$100. Internet cafés there do not serve 
alcohol.

 Bill Sinclair, a general contrac-
tor from Rockingham County who 
owns Boone Square Business Center 
in Hillsborough and another Internet 
café in Winston-Salem, said he was 
stunned when he learned Hillsbor-
ough was about to raise his business 
privilege fees from about $80 annually 
to $65,000. 

Internet café owners objected 
to the exploding fees, prompting the 
town to revise them in accordance with 
the language in H.B. 1180.

“I’m still looking at $20,000, 
which is a darn site more than $75 
or $80,” Sinclair said, noting that he 
doesn’t pay that much for the business 
privilege license on his Winston-Salem 
venue, which is in a much larger juris-
diction with higher revenues.

“I perceive that they’re a kind of 
business that tends to suppress other 
kinds of business from moving into 
areas ... that tends to sort of degrade 
neighborhoods more than other busi-
nesses,” Hillsborough Mayor Tom Ste-
vens said of why some on the Town 
Board wanted to raise fees to discour-
age more Internet cafés from opening.

The town also may consider zon-
ing revisions to regulate the businesses 
further, Stevens said.

Sinclair said his landlord and 
business neighbors told him they 
are glad he is there, and he has re-
ceived no complaints.               CJ

Health, DSS boards
A new law gives county com-

missions greater flexibility in over-
seeing local health departments 
and departments of social services, 
writes the Wilmington Star-News.

House Bill 438, which Gov. 
Bev Perdue has signed into law, al-
lows county commissions to abol-
ish existing local health and social 
service boards and assume their 
powers, including the authority to 
hire and fire directors. Currently, 
the boards hire and fire directors, 
leaving county commissions only 
limited influence on the composi-
tion of the boards.

If a county commission 
chooses to abolish its health de-
partment, it would be required to 
establish an advisory committee. 
Advisory committees for social 
services departments are optional.

 “This is something that the 
taxpayers of the county expect 
from the commissioners — that 
they have oversight of all of their 
departments,” said Pender Coun-
ty commission chairman George 
Brown.

Brown wants Pender’s DSS 
and health directors to fall under 
the direct supervision of the coun-
ty manager’s office. 

The law also gives counties 
the option of merging their DSS 
and health departments.

Copper recycling 
The General Assembly has 

toughened penalties for those 
caught stealing metal to sell as 
scrap. The Metal Theft Prevention 
Act also places new restrictions on 
scrap dealers, reports the Fayette-
ville Observer.

Higher metal prices, particu-
larly for copper, have inspired the 
theft of air conditioners, plumbing 
pipes, electric wiring, and other 
items for resale as scrap. And 
thieves often are not gentle in re-
moving the metal.

“[Metal thieves are] not wor-
ried about what it’s costing anyone 
else,” said detective Paul Davis 
of the Fayetteville Police Depart-
ment. “They might get $20 to $30 
for a copper coil, but it costs thou-
sands to replace or repair.”

The Metal Theft Prevention 
Act requires all metal recycling 
companies to obtain a permit from 
the local sheriff’s office. Recyclers 
no longer can pay cash for copper 
but must issue a check. 

They also must photograph 
the items being brought in and 
the person bringing them in. Fin-
gerprints will be required of those 
selling copper.                        CJ

J.C. Andrews, playing a video sweepstakes game at Boone Square Business Center 
in Hillsborough, says the games are fun diversion. (CJ photo by Dan E. Way)
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COMMENTARY

Suicidal
‘Smart’ Growth

Taxiway Over I-73 Could Open
PTI Development Floodgates

As we documented in our 
2006 report “Planning 
Penalties In North Carolina: 

Why Other N.C. Cities Should Not 
Follow Asheville and Wilmington,” 
excessive land-use restrictions, 
including many that are touted as 
“smart growth,” drive up housing 
prices, increase the cost of living, 
and drive out the poor and minori-
ties.

The latest research by Mark 
Schill and Joel Kotkin, re-
ported on Kotkin’s New-
Geography.com website, 
shows that when cities are 
ranked according to aver-
age annual wage adjusted 
for the cost of living, 
many hip, smart-growth 
cities drop out of sight. 

Lacking zoning and 
other restrictive land-use 
policies, Houston rises to 
the top. Why? Houston’s 
cost of living is low pri-
marily due to low home 
prices. Houston’s ratio 
of median home price to median 
annual household income is 2.9, 
very low compared to many high-
wage cities such as San Francisco, 
where home prices are 6.7 times the 
median household income. Why are 
Houston’s home prices low? The 
city lacks zoning and allows home 
supply to keep up with demand. In 
other words, by letting the market 
in home building work, Houston al-
lows entrepreneurs to build homes 
at competitive market prices.

Does that mean Houston is 
an “unplanned,” anything-goes 
city? On the contrary, planning in 
Houston occurs through private 
contracts at the neighborhood level 
via restrictive covenants. Instead of 
one-size-fits-all land-use regulations 
imposed by planners and politi-
cians, homebuyers select the level of 
regulation they want from numer-
ous Houston neighborhoods. 

Where do North Carolina cit-
ies rank? The Schill/Kotkin research 
is based on the 51 largest metro-
politan statistical areas, so only the 
Charlotte and Raleigh MSAs are 
ranked. Charlotte ranks sixth and 
Raleigh 20th. 

Back in 2006, when we wrote 
“Planning Penalties,” most North 
Carolina cities had home prices two 
to 2.5 times the median income for 
the area. Asheville and Wilmington, 
where there were more restric-
tive land-use controls, were more 

expensive, with home prices about 
three times the median household 
income. These ratios were not as 
bad as Boulder, Colo., at 4.1, Boston 
at 5.5, or Los Angeles and San Diego 
at more than 8.

But the numbers are not as 
important as the direction. Since 
then, Raleigh, Charlotte, and other 
North Carolina cities have ignored 
Houston’s example and rushed to 
follow Asheville and Wilmington 

by increasing their land-
use controls. Raleigh, for 
example, is implementing 
a new comprehensive plan 
that contains lots of smart-
growth controls. 

In other words, 
North Carolina cities 
are going in the wrong 
direction. Cities that want 
to attract businesses and 
jobs need to follow the 
example of Houston and 
decrease their land-use 
controls, making housing 

more affordable and lowering the 
cost of living. 

As Davidson’s unfortunate ex-
periment with smart growth shows, 
more land-use controls make a 
city less economically and racially 
diverse. 

Census data show that in 1990, 
Davidson was about 82 percent 
white. After imposing mandates 
that developers construct more 
“affordable” housing, the town is 
88 percent white. Over that time, 
the state has become more racially 
diverse, not less, going from about 
76 percent to 68 percent white. 
Davidson commissioners give lip 
service to improving racial diversity 
as their policies encourage racial 
and economic segregation.

It’s the opposite of what the 
liberals on the Raleigh and Char-
lotte city councils claim they want.

Here’s what Schill and Kotkin 
recommend:

“Maintaining affordability and 
a wide range of high-paying jobs 
may not be as glamorous a metric 
for success as the number of hip 
Web startups or the concentration 
of educated people. But over time 
[they are] likely to be about as good 
a guide to future prospects as 
we have.”                                                       CJ

Michael Sanera is director of local 
government studies at the John Locke 
Foundation.

MICHAEL
SANERA

By Sam a. hiEB
Contributor

GREENSBORO

Officials with Piedmont Triad In-
ternational Airport are busily 
working on an ambitious plan 

they believe will be a key part of trans-
forming PTI into an “aerotropolis.”

Plans call for an airplane taxiway 
over the proposed Interstate 73 that 
will run along the airport’s west side. 
PTI already owns 900 acres there, but 
Bryan Boulevard — as the four-lane 
thoroughfare is now called — is “sort 
of an impenetrable barrier right now,” 
said Kevin Baker, PTI’s executive di-
rector.

 “We’re landlocked. We don’t 
have access to large sites, and this will 
solve that prob-
lem,” Baker said. 
“It’s so impor-
tant to be able to 
expand and say 
yes to companies 
when they come 
looking for a site. 
It will give us the 
opportunity to pursue companies that 
are large employers.”

The 3,000-foot taxiway would 
cost $56 million, with funding coming 
from federal, state, and local govern-
ments.

I-73 was proposed in the 1990s 
as part of an interstate system from 
Michigan to Myrtle Beach. Part of the 
new highway will run along the exist-
ing U.S. Highway 220 corridor through 
Greensboro before picking up Bryan 
Boulevard, which essentially runs 
from N.C. Highway 68 past the airport 
to within a couple of miles of down-
town.

Initially, there were questions 
about exactly where I-73 would run, 
given that some sections of existing 
highway proved problematic.

PTI authority chairman Henry 
Isaacson said the original plan was for 
I-73 to be phased in along another sec-
tion of N.C. 68 at Interstate 40 between 
Greensboro and High Point.

But that plan proved to be too ex-
pensive and complicated. So Isaacson 
consulted with Doug Galyon, former 
longtime chairman of the N.C. Board 
of Transportation, to see if I-73 could 
be rerouted along Bryan Boulevard. 

That proved to be a better plan, 
but it cut off PTI from developable 
land. Galyon’s solution was a taxiway 
over the highway.

“It’s an incredible project. What 
it will allow us to do is develop many 
hundreds of acres that we already own. 
We just can’t get to it with an airplane,” 
Isaacson said.

Baker added the 900 acres could 

be developed into many small projects, 
but the goal is a large aerospace com-
pany that could bring hundreds — if 
not thousands — of jobs to the Triad 
area.

“In this business of attracting 
large aerospace manufacturing com-
panies, large sites put you at a differ-
ent level of competition. It will allow 
us to be in the hunt for a monster proj-
ect whenever they come along,” Baker 
said. 

Airport and transportation offi-
cials want the taxiway bridge and the 
section of I-73 built in concert. Right-
of-way acquisition on I-73 will start in 
the next couple of years, with construc-
tion beginning in 2016.

Baker said right now the bidding 
process is evolving. 
Building a high-
way and a taxiway 
are indeed similar 
projects, and Baker 
added there are 
many companies 
out there who do 

what’s known as “heavy and high-
way.”

While the thought of seeing an 
airplane crossing an interstate high-
way might seem incredible to the mil-
lions of commuters driving along the 
highway, Baker insists PTI will not 
be breaking new ground, figuratively 
speaking.

The most recent example is right 
down the road in Atlanta, where Harts-
field-Jackson International Airport’s 
fifth runway runs over I-285, one of the 
busiest highways in the country.

According to the airport’s web-
site, Hartsfield-Jackson’s fifth runway 
took five years to build and has aver-
aged more than 100,000 landings and 
takeoffs per year.

While plans for the 900 acres pro-
vide for several smaller projects, city 
and airport officials certainly would 
love to land another tenant like Hon-
daJet, which located its headquarters 
at PTI in 2007 with the help of incen-
tives from the state, Guilford County, 
and Greensboro.

Plans remain for HondaJet to set 
up a manufacturing operation that 
would employ 400. HondaJet both 
would manufacture corporate jets and 
manufacture, warehouse, and distrib-
ute jet parts.

Those plans have stalled, and 
CEO Michimasa Fujino in October an-
nounced that production of the corpo-
rate jet would be delayed due to en-
gine problems.

HondaJet since has tested a pro-
totype and hopes to begin full-scale 
production sometime next year.     CJ
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Help us keep our presses rolling
      Publishing a newspaper is an ex-
pensive proposition. Just ask the many 
daily newspapers that are having trouble 
making ends meet these days.
      It takes a large team of editors, re-
porters, photographers and copy editors 
to bring you the aggressive investigative 
reporting you have become accustomed 
to seeing in Carolina Journal each 
month. 
      Putting their work on newsprint and 
then delivering it to more than 100,000 
readers each month puts a sizeable dent 
in the John Locke Foundation’s budget.
      That’s why we’re asking you to help 
defray those costs with a donation. Just 
send a check to: Carolina Journal Fund, 
John Locke Foundation, 200 W. Morgan 
St., Suite 200, Raleigh, NC 27601.
      We thank you for your support. 

John Locke Foundation | 200 W. Morgan St., Raleigh, NC 27601 | 919-828-3876

Durham Considers Cracking Down on Vibrant Food Truck Scene
By Sara BurroWS
Contributor

DURHAM

The friendliest city to food trucks 
in North Carolina may kick food 
trucks off its streets, or at least 

streets where there are restaurants 
nearby. 

For the last several years, Dur-
ham has fostered one of the most 
popular “street food” scenes in the 
country. The roughly 40 food trucks 
that roam Durham’s commercial areas 
and neighborhoods have appeared on 
reality TV shows and contributed to 
the city’s reputation as a national food 
destination. 

Despite — or perhaps because of 
— the food trucks’ success, city plan-
ners have proposed banning them 
within 100 feet of restaurants and 300 
feet of special events, including Dur-
ham’s weekly farmers’ market, which 
has become a hot spot for food trucks. 
Taking up more than one parking 
space also could become illegal, even if 
trucks paid for both spaces. 

Food truck fans packed into city 
hall July 9 for a public hearing on the 
matter. Dozens of people spoke pas-
sionately in support of food trucks, 
and no one offered comments against 
them.

Nick Johnson of The Cookery — a 
commissary where many of Durham’s 
food trucks prepare their food — said 
creating buffer zones around restau-
rants would blur the line between pub-
lic and private property. 

“If [the trucks are parking on] 
public right of way, it’s as much mine 
as it is yours or anyone else’s,” Johnson 
said. “The rights of the restaurant own-
er don’t extend to the public area out-
side of that restaurant. There’s nothing 
that says another restaurant can’t open 
next door, and there shouldn’t be.”

Judy Lessler, the president of 
Durham’s Farmers’ Market, said food 
trucks attract more customers to the 
market.  

Lindsay Moriarty of Monuts Do-
nuts food truck said she wouldn’t have 
been able to start her business had the 
proposed regulations been in place at 
the time. Nor does she know if she’ll be 
able to keep it going if the regulations 
are passed. 

Several food truck patrons spoke 
about how the restrictions on food 
trucks would eliminate their options 
as consumers. 

“I would like to have the choice 
as a citizen to determine who is where 
by spending my dollars, and I think 
some of these restrictions eliminate my 
ability to choose,” said downtown resi-
dent Matt Davis.

Scott Harmon, another down-
town resident, called the proposed 
rules protectionism, “the No. 1 enemy 
of innovation and entrepreneurship.”

Michael Stenke of Klausie’s Piz-
za said he got his food truck business 
started in Durham while he’s spent 
the past two years working to get Ra-
leigh’s laws on mobile food vending 
liberalized.

“Finally, the law has changed,” 
Stenke said. “Mind-sets have changed, 
to a large degree because they saw the 
value of food trucks in Durham.” 

While Raleigh’s laws remain 
more stringent then Durham’s — food 
trucks can park only on private prop-
erty, not public streets — Stenke said 
the city council now is considering 
loosening them further. 

“Did all of the people who’ve 
moved their trucks and families to 
Durham make the wrong bet?” Stenke 
asked.

Planning supervisor Grace Smith 
admitted that the buffer zones were 
proposed as a result of complaints 
from restaurant owners and some 
farmers’ market vendors. She said they 

were modeled after those in cities like 
Chapel Hill and Raleigh. 

Raleigh also protects existing food 
providers by setting 100-foot buffers 
around restaurants and 50-foot buffers 
around hot dog stands. Pair that with a 
rule prohibiting food trucks from park-
ing on public streets — they’re allowed 
only on private property — and virtu-
ally all downtown Raleigh is off-limits 
to food trucks. 

Many of the citizens who spoke 
at the city council meeting in Durham 
said they chose to live in Durham at 
least in part because of its diverse and 
vibrant food scene. They said that vi-
brancy is enhanced by street food ven-
dors. 

Stenke said that while he hopes 
Raleigh becomes the new Durham 
in this aspect, he also hopes Durham 
doesn’t become the old Raleigh.

Mayor Bill Bell and Councilman 
Michael Woodard spoke after the pub-
lic comment period. 

“My thought is that we ought to 
back up for a couple of months here 
and keep the conversation going,” 
Woodard said. “I couldn’t be more 
happy to hear about the meeting this 
afternoon between the farmers’ market 
vendors and the food truck vendors. 
That’s a conversation that should’ve 
happened some time ago, and if it took 
us with a proposed bit of overregula-
tion to get that conversation going, 
then I’m glad we did that.”

“Ultimately, city council will 
make the final decision on this is-
sue,” Bell said. “Restaurants and food 
trucks are a very important part of 
the economic engine of our commu-
nity. I’m convinced we’ve got to find 
ways that both of them can co-exist, 
and I’m sure we will.”                      CJ

Nick Johnson, who operates The Cookery, a commisary where food truck operators 
can prepare food, says the rights of restaurants shouldn’t extend to public rights of 
way. (CJ photo by Jon Ham)
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Failed Parton Theater Could Become Internet Café
emerge from this in a few years,” 
said Roanoke Rapids Mayor Emery  
Doughtie.

 Attorneys for the entities are 
conducting negotiations privately. The 
talks come amid a backdrop of vari-
ous lawsuits now before the state Su-
preme Court — along with legislative 
and municipal attempts across North 
Carolina — either to outlaw or tax and 
regulate stiffly the prize-generating In-
ternet parlors critics assail as an expan-
sion of gambling.

The city originally borrowed 
$21.5 million and received additional 
state support to build the entertain-
ment venue as the Randy Parton 
Theatre, expecting it to attract large 
crowds of tourists by trading on the 
Parton family name. Randy Parton is 
the brother of country music stars Dol-
ly and Stella Parton. Initially, he man-
aged the theater and was the principal 
headlining act at the venue. 

 The hope was that the theater 
would spark further entertainment, 
restaurant, and hotel development in 
a 1,000-acre area called Carolina Cross-
roads just off Interstate 95. The theater 
encompasses 35,000 square feet and 
seats 1,500. 

 The project, approved in 2005, 
was the first major economic develop-
ment underwritten by a North Caro-
lina municipality using tax increment 
financing. 

Under TIF, a public economic 
development investment is supposed 
to improve the values of surrounding 
property; the incremental increase in 
property tax collections then is used to 
repay the borrowed money. But when 
the project failed, Roanoke Rapids was 
left with a debt to retire and little rev-
enue to do so.

The entertainment district now is 
mostly vacant land.

 Randy Parton was replaced in 
2007 as manager of the theater, a few 
months after it opened. Crowds had 
dwindled, few other musical acts 
were booked, Parton irritated the city 
through questionable practices such as 
buying custom-tailored clothes for him 
and his wife at taxpayer expense, and 
allegedly showing up intoxicated be-
fore a performance.

 The city took over operation of 
the 1,500-seat theater and has been un-
able to market it to a buyer. Though 
there are still occasional shows there, it 
mostly serves as a host facility for wed-
ding receptions and community events 
that produce little revenue.

 Doughtie said the lease-to-buy 
deal would allow the new operators 
to book shows and run the theater for 
12 to 18 months on a trial basis. They 
would place the Internet machines 
in about 10 percent of the building’s 
space, none of which would be in the 

performance section of the theater. The 
suitor also is interested in further de-
veloping the entertainment district.

 The theater now has an Alcohol 
Beverage Control permit for sales of al-
cohol. Any new operator would have 
to obtain a permit from ABC to contin-
ue providing alcoholic drinks.

City Councilwoman Carol  
Cowen said she’s never been inside a 
sweepstakes business but has no objec-
tion to them.  

 “We don’t have lots of people 
running here to 
buy this theater,” 
Cowen said. “I 
think our citizens 
would prefer sell-
ing it for some 
cause to bring 
money in here in-
stead of increasing 
taxes.”

A s k e d 
whether the city 
would take a loss 
on the sale, she 
said, “Oh, yeah, even if we get the ask-
ing price.” She didn’t give details, say-
ing the numbers were still proprietary.

The city council hopes to be able 
to refinance its debt and lower pay-
ments if it strikes this deal. Job creation 
and increased sales taxes would be fur-
ther bonuses.

 “The payment on the theater 
takes about a third of our ad valorem 
tax money,” Doughtie said. “Our pay-
ment currently is about $1.8 million” a 
year, and outstanding debt on the the-

ater and surrounding land is about $17 
million.

 “The only way really we have to 
raise revenue is through property tax, 
what we get through sales tax” and 
various fees, Doughtie said. 

 “We’re just really struggling to 
provide the basic services to the com-
munity” such as street repairs, police 
,and fire protection, Doughtie said. 
Pay raises and most capital improve-
ments are on hold. The city has gained 
little traction in the General Assembly 

in attempts to get a 
one-cent sales tax 
approved to help 
pay the debt.

 Aside from 
the investment 
group, whose 
principals Dough-
tie said “are not 
from North Caro-
lina,” the city still 
has a verbal of-
fer to purchase 

the theater and land from Lafayette 
Gatling, a former North Carolina resi-
dent and developer now living in Chi-
cago. 

 Doughtie said that deal could 
still be consummated if Gatling agrees 
to it in writing before the investment 
group reaches an agreement with the 
city.

 “The city doesn’t need to be 
in the entertainment business,” the 
mayor said, acknowledging the city 
has received “a little bit of criticism 
from some people about the gambling 

stigma” associated with the Internet 
sweepstakes decision. 

 “I’m all for the theater being an 
Internet café,” said Rose Nicholson, 
owner of Carolina Cyber Center in Ro-
anoke Rapids. She operates about two 
dozen sweepstakes machines.

 She said a sweepstakes business 
at the theater likely would attract more 
players to the border community from 
Virginia, where the games are banned. 
So it would enhance her business in-
stead of competing with it.

 The software companies that 
provide the games restrict their use to 
a specific site within a protected zone 
of several miles. There are hundreds of 
games available, so players will rotate 
to different sites to try something new, 
Nicholson said.

Gardner Payne, owner of the 
S&G Internet and Sweepstakes parlor 
in Roanoke Rapids, is pleased that in 
approving ordinance amendments to 
allow electronic games at the theater, 
the city extended the rules to existing 
Internet cafés. Those include later op-
erating hours and the ability to sell al-
cohol on premises.

But the Daily Herald newspaper 
in Roanoke Rapids said Payne — a 
Raleigh attorney and longtime Demo-
cratic Party fundraiser — objects to 
capping business privilege taxes at 
$80,000, based on $2,000 for the first 
five machines and $1,000 for each ad-
ditional machine. He said the cap 
gives an unfair competitive edge to 
a large operator with room to grow 
and add many machines beyond the 
taxable limit.                            CJ

City officials
say they would

gladly take a loss
if they could just
sell the theater

Continued from Page 1

Hopes were high in Roanoke Rapids in December of 2007 when the “Carolina Christmas” show was scheduled for the new 
Randy Parton Theatre. (CJ photo by Don Carrington)
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Lacking Support, Plan for Proposed Port at Southport Sinking
two years ago. 

The maritime study estimates 
that a new port at this site would 
cost $5 billion to $6 billion. The study 
also described how the existing state-
owned ports at Morehead City and 
Wilmington could be improved for a 
much lower price tag.

The Ports Authority board, led by 
Chairman Carl Stewart Jr., in Decem-
ber 2005 approved the purchase. To 
obtain funding, the transaction needed 
the backing of Easley and his Council 
of State. The Council of State — made 
up of the governor and the nine other 
independently elected state officials, 
including the lieutenant governor, at-
torney general, and state auditor — 
must approve most state real estate 
transactions. In February 2006, the 
council authorized the Ports Authority 
request to purchase the property.

Project stalls
The project stalled because that 

specific site has three major problems: 
It is located adjacent to Progress Ener-
gy’s Brunswick Nuclear Plant; there is 
significant organized local opposition 
to the project; and a new port has little 
support in the General Assembly.

The General Assembly passed 
legislation in 2007 directing the gov-
ernor’s Office of State Budget and 
Management to coordinate the devel-
opment of a statewide logistics plan to 
address the state’s long-term econom-
ic, mobility, and infrastructure needs. 

Perdue became governor in Janu-
ary 2009. In response to the General 
Assembly’s directive, she created the 
Governor’s Logistics Task Force, ap-
pointed 30 people to serve on the com-
mittee, and designated Dalton to serve 
as chairman. The Maritime Strategy 
report was part of that effort. 

The U.S. Army Corps of Engi-
neers would be responsible for a sub-
stantial dredging operation if the new 
port were to be built. It studied the idea 
in a preliminary feasibility study called 
a Reconnaissance Study and dropped 
the site from further study after the 
General Assembly indicated it was un-
favorable to the new port.

A spokeswoman for Perdue told 
Carolina Journal that our “future lead-
ers” would have to decide the best use 
of the property that was purchased for 
the port.

Toby Bronstein, a spokeswoman 
for Save the Cape, an organization op-
posed to the proposed port, told CJ she 
is encouraged by the recent opposition 
expressed by Dalton and McCrory, but 
a future General Assembly could re-
vive the project.

The purchase
In the early 1970s, the pharma-

ceutical company Pfizer began buy-
ing land along the river adjacent to 

the nuclear plant to construct a citric 
acid production facility. The facility 
was constructed in 1973, but it did not 
occupy all the land that Pfizer had ac-
quired. 

By the early 1980s, Pfizer offered 
for sale some of the land, including the 
site eventually purchased by the Ports 
Authority. In 1990, Pfizer sold its citric 
acid plant to agribusiness giant Archer 
Daniels Midland, but it retained own-
ership of several undeveloped adja-
cent properties. 

In early 2005, Pfizer enlisted the 
Staubach Company, an international 
real estate firm, to 
sell the vacant 600 
acres. In October 
2005, Staubach no-
tified North Caro-
lina’s Southeast, 
a state-funded re-
gional economic 
development or-
ganization, that it 
was marketing the 
tract. 

Paul Butler, 
the Southeast director at that time, told 
CJ he contacted the Ports Authority 
about the land. CEO Tom Eagar imme-
diately initiated actions to acquire it, 
even though he had no study justifying 
the development of a new port or any 
feasibility study for that specific site.

“There is no way this project will 
fail. There is no way we can allow this 
project to fail,” Eagar told CJ during a 
break at a Ports Authority board meet-
ing in May 2010. Eagar joined the Ports 
Authority staff in 2000 and became 
chief executive officer in 2004. He said 
the state-owned ports at Morehead 
City and Wilmington are not adequate 
to meet the economic development 
mission of the authority. 

Referring to ports in Virginia, 
South Carolina, and Georgia, Eagar 

said, “I get angrier than hell, and I 
mean angry when I see what neighbor-
ing states are doing to us — the eco-
nomic impact that their ports are hav-
ing.” His commitment to the proposed 
port is solid. “I may go down in flames, 
but I will not give up the effort to have 
this port built,” he said.

Stewart, a Gastonia attorney and 
former speaker of the N. C. House of 
Representatives, has served as chair-
man of the Ports Authority since 2004. 
He was appointed by Easley and then 
reappointed in 2010 to another six-year 
term by Perdue. Last year the General 

Assembly moved 
the authority from 
the Commerce De-
partment to the 
Tr a n s p o r t a t i o n 
Department. 

At Com-
merce, the au-
thority essen-
tially became 
an independent 
agency with deci-
sions made by the 

authority’s board of directors. After 
the move, DOT Secretary Gene Conti 
declared he had the power to hire and 
fire the CEO and terminated Eagar in 
January. Conti then selected Chief Fi-
nancial Officer Jeff Strader to serve as 
executive director.

Nuclear neighbor
The site is adjacent to the Bruns-

wick Nuclear Plant and the federal 
government’s Military Ocean Termi-
nal at Sunny Point, the nation’s largest 
ammunition handling port. Progress 
Energy has expressed concerns about 
the proposed NCIT to both the Ports 
Authority and the Army Corps.  

Progress Energy Carolinas CEO 
Lloyd Yates, in September 2009 corre-
spondence to the Army Corps, high-

lighted the utility’s concerns. “Prog-
ress Energy has not taken a position 
on the proposed NCIT and will not 
do so until all risks are identified and 
resolved,” he wrote. “[T]he location of 
the proposed NCIT raises significant 
operational and security issues for our 
company.”

Yates said a major construction 
project, along with ongoing shipping 
operations directly adjacent to the 
nuclear plant, would challenge plant 
security. Another major concern is 
that NCIT’s docks would be adjacent 
to the plant’s cooling water canal, and 
any disruption or contamination of 
the cooling water could pose a serious 
hazard. Yates also said that Progress 
has provided the Nuclear Regulatory 
Commission with a list of specific is-
sues to be resolved.   

Progress has been concerned 
about an incompatible neighbor for at 
least 30 years. In the early 1980s, the 
Williams Companies, a Tulsa-based 
natural gas company, explored pur-
chasing the Pfizer site to develop a coal 
handling facility. For the site to work, 
Williams needed an agreement with 
Progress Energy, then known as Caro-
lina Power & Light, to share the com-
pany’s rail line that wrapped around 
the nuclear plant. 

After a brief period of study, 
Progress officials determined that the 
possibility of a long train blocking ac-
cess to the nuclear plant during an 
emergency posed a significant safety 
concern. Williams abandoned inter-
est in the site after Progress signaled it 
would not cooperate.   

Freight trains servicing the NCIT 
typically would be a mile long and pre-
sumably remain a specific safety con-
cern for Progress.

Progress recently merged with 
Duke Energy, but the same concerns 

Continued from Page 1

The 600-acre site, shown in the aerial photo above, is bounded at the top by the Brunswick Nuclear Plant, and on the right by 
the nuclear plant’s cooling channel. (CJ photo by Don Carrington)

Continued as “Lacking,” Page 15

The site’s 
proximity to a
nuclear plant
complicates

matters
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remain. “We support the state’s eco-
nomic development efforts, but our 
primary concern is the safe and un-
interrupted operation of our nuclear 
plant,” Jeff Brooks, a spokesman for 
the utility company, told CJ in July.

Local opposition
Organized opposition to NCIT 

emerged quickly 
after the Ports 
Authority pur-
chased the land. 
The first group 
to form was “No-
Port Southport,” 
and in 2010 an-
other group 
named Save the 
Cape was formed. 
Caswell Beach 
resident Bron-
stein has worked 
with both groups. 

In an interview with CJ, she 
chronicled the number of organiza-
tions opposed to or concerned about 
the NCIT project.

She noted that six affected coastal 
communities — Southport, Caswell 
Beach, Oak Island, the Village of Bald 
Head Island, Boiling Spring Lakes, 
and St. James — issued resolutions op-
posing this project, stating it would be 
catastrophic to the local tourism-based 
economy and the environment. 

Bronstein also said that the Baptist 
State Convention, representing more 
than 1 million Baptists in North Caroli-

na, joined the chorus, along with Cape 
Fear River Watch, Bald Head Island 
Conservancy, Coastal Water Watch, 
and Cape Fear Audubon Society. Also 
submitting comments of opposition to 
the Army Corps of Engineers on the 
Reconnaissance Study were the U.S. 
Environmental Protection Agency, U.S. 
Fish & Wildlife Service, U.S. Marine 
Fisheries, N.C. Department of Cultural 
Resources, N.C. Department of Envi-

ronment and Natu-
ral Resources, and 
the N.C. Wildlife 
Resources Com-
mission. 

 She said the 
most compelling 
rejection came from 
U. S. Rep. Mike Mc-
Intyre, D-7th Dis-
trict, who stated in 
writing that he was 
pulling all federal 
support from the 

NCIT project. He could not reconcile 
building a massive international port 
next door to a nuclear power plant, 
abutting the largest military munitions 
depot in the world. McIntyre said he 
agreed with the coastal communities: 
The proposed international port is too 
risky and too costly and could cause ir-
reparable harm both economically and 
environmentally.

 “And yet, after all these years of 
fighting, we are still waiting for one 
courageous state politician to finally 
pull the plug and say this project is 
dead, declare that it is time to transfer 
or sell the land and move on, unequiv-

ocally say that $50 million spent on a 
project doomed to fail is enough,” she 
said.

Bronstein said she arrived at the 
$50 million figure by adding the $30 
million purchase price, the $10 million 
spent on related studies, and $11 mil-
lion in debt service so far. But since the 
money for the land was borrowed, the 
total cost of the site can’t be finalized, 
she said.

Legislature not supportive
After the land was purchased, the 

authority spent $10 million studying 
the feasibility of NCIT. In July 2010, the 

General Assembly voted to prohibit 
further spending on studies for NCIT.

That didn’t stop the Perdue ad-
ministration from including the site 
in the $2 million Maritime Strategy 
study that was commissioned by DOT 
in 2011. NCDOT hired a private-sector 
consulting team to conduct the mari-
time study.

The recently passed state bud-
get contained language prohibiting 
Perdue or her successor from spend-
ing any more state funds studying the 
NCIT during the current fiscal year 
ending June 30, 2013.                 CJ

Lacking Support, Proposed Southport Plan Sinking

N.C. General Assembly Adjourns Leaving Medicaid Disabled in a Lurch
syndrome, and intellectual disabilities. 

The concern results from a change 
in state law made by the 2011 General 
Assembly regarding the delivery of 
patient care to Medicaid recipients of 
mental health, developmental disabil-
ity, and substance abuse services. The 
aim is to replicate a service-delivery 
model used by Piedmont Behavioral 
Services, headquartered in Cabarrus 
County.

The primary emphasis of the 
new law was to improve services for 
the mentally ill. But in what may have 
been an unintended consequence of 
the legislature’s actions, advocates for 
the developmentally disabled worry 
that the patients and families they 
serve may have been overlooked.

Julia Adams, assistant director of 
government relations for the Arc, said 
case management is key to making sure 
developmentally disabled patients and 
their families get the health care and 
support services that they need.

Case managers work with indi-

vidual patients and their families to 
make sure they get necessary health 
care and support services. Case man-
agers are “experts in understanding 
the needs of this specific community 
and how to best help this community,” 
Adams said, noting that a lot of people 
with developmental disabilities often 
have difficulty figuring out the com-
plexities of their care on their own.

Adams said that approximately 
6,000 such patients could slip through 
the cracks.

While a handful of area men-
tal health organizations already have 
made the move to the new managed 
care model, most have not. However, 
state law requires all of them to shift to 
the new model by Jan. 1, 2013.

Patients and family members al-
ready are reporting problems they’ve 
encountered from the changeover in 
some parts of the state.

Jane Lindsey, whose 21-year-old 
child suffers from a number of disor-
ders, has encountered problems get-
ting a psychiatrist for her child.

Lindsey’s family took guard-
ianship of their child when she was 4 
months old.

“She was a shaken baby,” Lind-
sey said. The adult child sees about 
12 different specialists. “She has three 
immune disorders,” Lindsey said. “At 
times, she can have a list of 40-plus 
medications.”

Lindsey, who lives in Hender-
sonville, said that on Feb. 14, when her 
child was headed home from a doctor 
visit, she experienced a panic attack. 
Despite having numerous meetings 
with and calls to area officials, Lindsey 
has been unable to get a psychiatrist to 
see her child for clinical intervention.

Procedures stipulate that the 
managed care entity must authorize 
such services before they are delivered.

“According to her neurologist, if 
she continues to have these panic at-
tacks, she will die,” Lindsey said.

Targeted management had been 
provided by for-profit and nonprofit 
private organizations. Those busi-
nesses will close down, Adams said. 

She said 150 people within the Arc of 
North Carolina will no longer work for 
the private sector.

During the recently concluded 
short session of the General Assembly, 
the Arc and several lawmakers had 
pushed to modify the managed care 
plan to provide for independent case 
management services. However, no 
change was made.

Dollar said that the case manage-
ment function is being provided. “Case 
management is integral to the MCO 
model,” he said. “I really don’t see that 
changing. That’s what the MCOs are 
supposed to do, to manage the care 
and to make sure people are getting 
the appropriate care and appropriate 
levels of care.”

Richard said that in areas where 
the transition has already taken place, 
patients are falling through the cracks.

“Every day we have people call 
our office, where we were previously 
offering case management, and they’re 
looking for help on how to access the 
system,” Richard said.                  CJ

Members of the “No-Port Southport” group meet in May 2010 in one of the early ef-
fort to kill the port project. (CJ photo by Don Carrington)

Continued from Page 1

Opposition
to the proposal
formed shortly
after the state

bought the land

Continued from Page 14
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By CJ Staff
RALEIGH

Even capitalism’s biggest fans 
have to admit that industrializa-
tion has made our world dirtier. 

At least that seems to be conventional 
wisdom. Dr. Donald Boudreaux, pro-
fessor of economics at George Mason 
University, challenges that notion. 
Earlier this year, he spoke to the John 
Locke Foundation’s Shaftesbury Soci-
ety on the theme “Cleaned By Capital-
ism.” Boudreaux discussed the topic 
with Mitch Kokai for Carolina Journal 
Radio. (Head to http://www.carolina-
journal.com/cjradio/ to find a station 
near you or to learn about the weekly 
CJ Radio podcast.) 

Kokai: We have heard this for 
years and years. People have said, 
“Well, whether you like [capitalism] 
or not, it’s made our lives a lot dirtier. 
There’s a lot more pollution because 
of all of this stuff happening through 
capitalism.”

Boudreaux: Yes.

Kokai: You say, “That’s not the 
right way to look at this.”

Boudreaux: That’s exactly right. 
One of the great benefits of capitalism 
is that it has sanitized and cleaned our 
lives in ways that are so familiar to us 
that we take them for granted. You 
think of basic things — indoor plumb-
ing. And this is an obvious one. Our 
pre-industrial ancestors — unless they 
were kings and queens, and most of us 
are not descended from royalty — they 
did not have indoor plumbing. In fact, 
even kings and queens, of course, did 
not have indoor plumbing of the qual-
ity that ordinary America has today, in 
2012.  

We have indoor plumbing. We 
have automatic flushers. We have 
household disinfectants. We have in-
expensive soaps. We have hard roofs 
over our head and hard floors in our 
houses. We have automobiles that we 
travel in, so we no longer have to have 
animal dung on the streets where we 
live. We have screens for keeping in-
sects out of our houses. We have air 
conditioning to keep the interior of our 
houses, you know, free of insects and 
the temperature at a comfortable, safe 
level. We have all sorts of cleanliness 
and sanitation brought to us by capi-
talism — brought to us by the profit 
motive, in most cases.

And it’s true that the production 
of these things has its own emissions. 
You know, we do have more pollu-
tion of the sort that people today think 
of.  But my point is that those kinds 
of pollutants — I call them big, macro 
pollutants — you know, carbon di-
oxide emissions is, today, the big one 
— they’re real. Whatever is the appro-
priate approach to them — however 
much we want to worry about them, 

whatever is the appropriate policy you 
agree with in terms of addressing them 
— I don’t get into that. I’m just saying 
people have to realize that those pollu-
tions that we worry about today have 
to be offset against the benefits that the 
products that produce those pollutions 
generate, and those products them-
selves, by and large, keep us cleaner — 
far cleaner, far healthier — our lives far 
more pleasant than anyone who lived 
in a pre-industrial society.

Kokai: I can imagine some peo-
ple hearing this and saying, “Wait a 
minute. All of those things that you 
spelled out as advantages of capital-
ism, those are actually the benefits of 
regulation. Once people started getting 
into the mode of doing all these dirty 
and capitalistic things, government 
came in and regulated, and that’s why 
we’re cleaner — not because of capital-
ism.”

Boudreaux: There has been 
regulation. In my view, most regula-
tion comes pretty much after the fact. 
A government, particularly in a demo-
cratic society, is only going to impose 
and enforce regulation when it’s af-
fordable. But one of the greatest single 
cleaned-by-capitalism products that 
I like to talk about is underwear. We 
don’t think of underwear as an anti-
pollution device. But when the Indus-
trial Revolution first got going, in Brit-
ain, it was in textiles. And so, for the 
first time, ordinary human beings had 
access to tightly woven, inexpensive 
textiles.  

And you know what they did 
with that, the first thing? They used it 
as underwear. For the first time in hu-
man history, ordinary men and women 
were able to change the clothes that 
were next to their body and wash them 
vigorously, to disinfect them and clean 
them. That had nothing to do with 
regulation. This was ordinary people 

saying, “You know, I like the fact — 
I’m not rich enough yet to buy several 
changes of clothing that are worn on 
the outside, but I now do have enough 
money to buy underwear.” Because 
these textile mills made underwear 
affordable, and people bought under-
wear.

A nonideological economic histo-
rian at Harvard, David Landes, makes 
this case. I get this from his 1998 book 
called The Wealth and Poverty of Nations. 
So, you know, this is one of the unsung 
benefits of the Industrial Revolution, 
that it cleaned people of the bacterial 
pollution that we suffered for so many 
generations upon end. Clean under-
wear. No regulation involved there.

Kokai: Moving forward, if capi-
talism has led to all of these benefits 
for us in terms of making us cleaner — 
healthier, by implication — does that 
mean that we probably ought to look 
to capitalism for the best solutions for 
these other pollution … problems that 
we have now?

Boudreaux: Yeah, I think so. 
And even in terms of dealing with 
the big macro pollutants, I would pre-
fer more market-oriented approaches 
than more command-and-control ap-
proaches. But that’s not what my talk 
here is about. I just want to create in 
people a perspective, a realization, of 
the reality that the capitalism that’s too 
often criticized as being a source of in-
creasing pollution, in fact, is not. It has 
substituted some forms of pollution 
for other forms of pollution. One way 
to put it is: We are lucky today to be 
able to worry about the kinds of pollut-
ants we worry about.

Now, I’m not saying we shouldn’t 
worry about them. That’s a separate 
question, as is the question of how 
do we deal with them. But I think it’s 
pretty much unambiguous when you 
contemplate history. We are lucky to 

worry about species lost, global warm-
ing, and the other kinds of pollutions 
that concern us today, because we are 
now relieved from worry about the tu-
berculosis and the bacterial infections 
that caused diarrhea that killed our 
children, and the infestations of pests 
that wiped out crops — the fact that we 
didn’t have hard roofs over our heads, 
and the thatched roofs harbored ter-
rible amounts of insects, and they 
caught fire — the fact that we have 
clean clothes, indoor plumbing. 

These things we have to under-
stand [with] historical perspective. 
They are a great benefit of capitalism, 
and I think it’s appropriate to say that 
they are a source of anti-pollution. So 
whatever pollution capitalism is caus-
ing, it has to be weighed against the 
others. So it has given us the good 
fortune to worry about less important 
forms of pollutants because it has got-
ten rid of the most important ones.

Kokai: Do you think the key to 
this is that people have not put the is-
sue in proper perspective?

Boudreaux: I think that’s ex-
actly right. The world we live in is, it’s 
so common to us in the West — you 
know, the fact that the roof over your 
head is not thatched, but it’s hard; the 
fact that the floor that you walk on is 
not dirt but is some hard surface that 
you can vacuum; the fact that when 
you turn on the water, you get hot and 
cold running water in the bathtub; the 
fact that you use a toilet that flushes. 

These things are so common to 
us, we just — it’s like water to a fish: 
We just take it for granted. And when 
you take things for granted, you don’t 
reflect on them as much as you should. 
And the point of my talk here is to cre-
ate a reflection on these things that of-
ten go unreflected.                                      CJ

Boudreaux: People Take Capitalism’s Eco-Benefits for Granted
“We have screens for keeping insects 
out of our houses. We have air con-
ditioning to keep the interior of our 
houses, you know, free of insects and 
the temperature at a comfortable, 
safe level. We have all sorts of clean-
liness and sanitation brought to us 
by capitalism — brought to us by the 
profit motive, in most cases.”

Donald Boudreaux
Professor of Economics

George Mason University
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COMMENTARYCampus Diversity Offices
Take Few Recession Hits ‘Society’ Shouldn’t

Foot Higher Ed Bill

Education may have positive 
externalities. That is, your 
increased knowledge may 

prove beneficial to others in society. 
So, who should pay for it?

That question was the focus 
of dueling columns recently. First, 
University of Chicago professor Lu-
igi Zingales published a New York 
Times piece arguing that the U.S. 
should get out of government sub-
sidies for college and move toward 
a system whereby students pay the 
costs of higher education out of 
their future incomes.

Zingales argued that 
federal subsidies drive up 
the cost of higher educa-
tion and are leading to 
a bubble. His proposed 
solution is for private-sec-
tor investors to advance 
students the funds they 
need for college, recoup-
ing the money with 
profits generated from the 
increase in the student’s 
income that comes from 
college learning.

Soon after Zingales’ column 
ran there was a testy response from 
Richard Kahlenberg, a fellow at the 
Century Foundation. Writing for 
the Chronicle of Higher Education, 
Kahlenberg lamented that Zingales’ 
approach would turn students into 
“indentured servants.”

What especially raised 
Kahlenberg’s hackles was that Zin-
gales “conceptualizes higher educa-
tion as an almost purely private 
good.” Bad idea, Kahlenberg says, 
because “we are all ‘beneficiaries’ to 
some extent when other members 
of society are better-educated.”

Kahlenberg’s idea is one of 
those progressive shibboleths that 
sound so nice that they usually go 
unchallenged. We need to challenge 
it. Is it true that we all benefit when 
people become “better-educated,” 
and, if so, does it follow that 
government ought to fund higher 
education in whole or in part?

Much of higher education 
today is about career preparation, 
and students have a strong incen-
tive to find the optimal degree of 
training. If their training is good, 
they’ll exchange their skills and 
knowledge for money with compa-
nies or individuals.

The government does not 

need to intervene to tell a lawyer, 
for example, to become better-
trained. He will figure out the point 
at which the cost of additional 
study and training exceeds the ben-
efit from it. The same is true for all 
other professions and occupations. 

The benefits don’t go to the 
abstraction called “society,” but to 
particular workers and those who 
deal with them.

But what about education? 
Let’s say that education comprises 
all the nontraining aspects of col-

lege: learning to write 
a good essay; learning 
about history, our culture, 
science and the scientific 
method, mathematics, 
literature, and so on. Isn’t 
society better off if more 
people absorb more of all 
that?

The individuals 
who absorb that learn-
ing may be better off. A 
student, Pete, who takes 
a good college course on, 

say, British literature, very well 
may benefit. Perhaps he uses his 
knowledge to impress a girlfriend; 
perhaps to recommend fine books. 

It’s a prodigious stretch, how-
ever, to say that “society” benefits. 
Good for Pete that he chose to learn 
about literature, but there is no 
reason why citizens at large should 
be taxed to help him pay for it.

Moreover, subsidized educa-
tion often is valued little by the 
student. Much of it goes in one ear 
and right out the other. Human 
nature being what it is, we are far 
more interested in getting the most 
we can from goods that we have 
chosen to pay for than from goods 
given to us. In a 2004 paper, econo-
mist Aysegul Sahin showed that 
students put more effort in their 
coursework when they’re paying 
for it. Naturally.

And the book Academi-
cally Adrift recently demonstrated 
that large percentages of college 
students coast through without 
learning much at all. We ought to 
be leery of claims that we get more 
“education” just because govern-
ment subsidizes it.                           CJ

George Leef is director of research 
for the John W. Pope Center for Higher 
Education Policy.

GEORGE
LEEF

By DuKE ChESton
Contributor

RALEIGH

Recent years have seen some 
tough times for employees and 
students in the University of 

North Carolina system, with a number 
of layoffs, repeated tuition hikes, and 
few raises. But one group of employees 
has weathered the storm rather well: 
campus diversity administrators.

Diversity offices go by different 
names, but they have two functions: 
hosting events that attempt to increase 
appreciation of ethnic and racial diver-
sity, and serving as special academic 
counselors for minority group stu-
dents. These offices are controversial; 
while liberals tend to 
see diversity apprecia-
tion as a key to solving 
social inequality, con-
servatives tend to see 
such a focus on race 
as unhealthy. In some 
cases, conservatives 
argue, they further di-
vide races, and in any 
case they are wasteful, 
attempting to solve a 
problem they see as 
highly exaggerated.

Despite the controversy and the 
hundreds of millions of dollars in cuts 
to the UNC system’s budget over the 
last few years, a Pope Center survey 
revealed that some offices of diversity 
in the UNC system have grown, some 
have stayed the same, and a couple 
have been reduced. 

This survey, conducted using 
websites and email communication 
with the offices of diversity, did not in-
clude historically black UNC colleges, 
except for N.C. A& T State University, 
which has a Multicultural Student 
Center. Only administrative offices 
dedicated to promoting ethnic or racial 
diversity were included in the survey 
— offices dedicated solely to gender or 
sexual orientation issues were left out. 
The survey focused on changes in to-
tal numbers of employees at the offices 
over the last two years.

Three colleges increased diver-
sity staff:

• UNC-Wilmington added one 
employee, making 12 total. Chief Di-
versity Officer Jose Hernandez said the 
increase was a response to growth in 
student enrollment.

• While East Carolina Univer-
sity’s five-person Office for Equity and 
Diversity did not add any employees, 
the university’s Brody School of Medi-
cine added a new Office of Diversity 
Affairs with two full-time staff.

• UNC-Chapel Hill has been the 
most aggressive recently in adding di-

versity staff. Its Office of Diversity and 
Multicultural Affairs is in the process 
of recruiting four new employees. 

The office’s previous director, as-
sociate vice provost Archie Ervin, left 
the school in early 2011. His replace-
ment, Taffye Clayton, has a higher 
rank — vice provost rather than asso-
ciate vice provost. According to the of-
fice’s communications specialist, Miki 
Kersgard, this new rank shows diver-
sity has become a “higher priority” at 
UNC.

Four schools kept employment 
level:

 • N.C. State University, which 
has the largest diversity office in the 
UNC system with 31 full-time staff, 

did not add employ-
ees, although the office 
underwent reorgani-
zation. 

• U N C - P e m -
broke’s Office of Mul-
ticultural and Minor-
ity Affairs kept two 
people on staff.

• U N C - C h a r -
lotte’s Office of Mul-
ticultural Academic 
Services did not add 
or subtract to its four-

person staff.
• UNC-Greensboro has a five-

person Office of Multicultural Affairs 
that, despite the efforts of the univer-
sity’s leadership, has not increased 
in staff over the last two years. In the 
early months of 2011, the university 
sought to hire a new chief diversity 
officer. Following public outcry, chan-
cellor Linda Brady defended the new 
position as a cost-cutting measure, but 
in March of last year announced that 
the search was suspended.

A couple of campuses shrank 
their offices slightly. 

• At Appalachian State Univer-
sity, one of the four members of the Of-
fice of Multicultural Student Develop-
ment quit and was not replaced. 

• N.C. A&T fired the director of 
its Multicultural Student Center, leav-
ing only one employee.

Based on the Raleigh News & 
Observer’s database of UNC employee 
salaries, these diversity offices cost 
the state about $4 million per year in 
salaries alone. With the U.S. Supreme 
Court set to rule on affirmative ac-
tion again during this fall’s term in the 
Fisher v. Texas case — and little bud-
get relief for the universities in sight 
— the offices may be at the center of 
controversy once again.                     CJ

Duke Cheston is a writer/reporter for 
the John W. Pope Center for Higher Educa-
tion Policy.
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Campus Briefs Higher Ed Survives Budget Ordeal With Little Change
The University of North Car-

olina system is re-evaluating 
some of its degree programs 

to make them more cost-efficient. 
At the same time, it is adding pro-
grams.

The following proposals 
were submitted to the UNC Board 
of Governors for approval during 
the past six months. All appear to 
have been accepted, and give an 
idea of where higher education is 
going these days: 

North Carolina State Uni-
versity: Master’s Degree in Glob-
al Luxury Management. A one-
year degree “designed  especially 
for students aspiring to careers 
in the luxury management sector 
of today’s dynamic, global mar-
ketplace.” The first semester will 
take place in Raleigh; the second 
in France (probably Nice), or Su-
zhou, China.

University of North Caro-
lina at Charlotte: Bachelor of 
Science in Neurodiagnostics and 
Sleep Science. The proposal says 
the program is for practicing sleep 
technologists and electroneuro-
diagnostic technologists with an 
associate degree who want a bach-
elor’s degree “to expand their pro-
fessional knowledge and expand 
opportunities for career advance-
ment.”

East Carolina University: 
A proposal to change the name 
of the Department of Hospital-
ity Management to the College 
of Hospitality Management. This 
change would make it more com-
petitive with “nationally ranked 
programs” such as those of Penn-
sylvania State University and Pur-
due University.

Fayetteville State Univer-
sity:  Bachelor’s Degree in Profes-
sional Studies. This is an “inter-
disciplinary degree program that 
enables students to develop twen-
ty-first century skills.“ One of its 
goals is to help students who have 
“accumulated a significant num-
ber of credits from various institu-
tions without earning a degree.”

East Carolina University: 
Master of Science in Health Infor-
matics and Information Manage-
ment. This would replace the ex-
isting bachelor of science degree in 
health information management.

Elizabeth City State Uni-
versity: Bachelor of Science in 
Sport Management. This degree 
prepares graduates for jobs with 
“professional sports teams, athlet-
ic departments, sports communi-
cation, sports agencies, health and 
fitness facilities, and parks and 
recreation organizations.”        CJ

Compiled by Jane S. Shaw, pres-
ident of the John W. Pope Center for 
Higher Education Policy.

By Jay SChalin
Contributor

RALEIGH

The wild swings in North Caro-
lina’s higher education budget 
may have come to a halt. Last 

year, UNC absorbed roughly $400 mil-
lion in cuts — a few years before that, 
higher ed was getting annual increases 
of 5 percent and more.

 This year’s higher education 
budget essentially is unchanged from 
last year, with the UNC system receiv-
ing a slight 0.9 percent increase and 
the community 
college system 
getting an ad-
ditional 0.5 per-
cent. 

The main 
reason there 
was so little 
change in the 
higher educa-
tion budget was 
because the leg-
islature rejected 
its longstanding 
policy of raising 
taxes in order to 
increase spending. In the final tally, the 
total General Fund budget was $20.2 
billion, 1.2 percent higher than the 
$19.94 billion that had been anticipated 
for 2012-13. Additionally, when higher 
tax revenues than expected came in, 
whatever additional money could be 
found was used both to fill a huge hole 
in the K-12 budget due to a loss of tem-
porary federal funding and to patch a 
shortfall in Medicaid.

Both higher education systems 
expressed little disappointment or sur-
prise; all parties involved in the pro-
cess knew these facts coming in. There 
was some prelegislative session jock-
eying: The UNC system requested a 
$216 million raise in its state appropri-
ations — a healthy 8.5 percent. Instead, 
it only got $24.6 million more than last 
year’s $2.54 billion, but UNC system 
president Thomas Ross issued a state-
ment suggesting that he was largely 
satisfied.

The community college system 
got an additional $5 million. “We ap-
preciate the General Assembly’s lead-
ership in working closely with us to 
support our System’s priorities,” read 
a statement by the community college 
system. “They continue to recognize 
the value of North Carolina’s Commu-
nity Colleges.”

Two big requests by UNC that 
largely went unfulfilled were enroll-
ment funding and financial aid. The 
system’s original enrollment request 
was for $17.5 million, but it received 
only $1.4 million. This was because 
the legislature made its appropriation 
based on the projected net increase in 
enrollment, rather than just counting 
anticipated increases in enrollment 

and not the decreases. (Additions to 
the UNC enrollment appropriation are 
made according to next-year projec-
tions).

This is a far cry from previous 
years. Even during last year’s budget 
crunch, UNC received $46.8 million in 
anticipation of rising enrollment. Yet, 
overall system enrollment was down: 
By the most accepted measure, Full-
time Equivalent Students (in which the 
credits of part-time students are added 
together to equal the credits of one full-
time student), the system lost 761 stu-

dents in the fall 
of 2011 from the 
previous year. 
Despite these 
losses, none of 
that $46.8 mil-
lion was given 
back to the state. 

The com-
munity college 
system’s fund-
ing is based on 
actual atten-
dance figures; 
this year, it had 
$12.1 million 

taken away after enrollment fell con-
siderably for 2011-12.

The other big request by the UNC 
system was for an additional $88.6 mil-
lion for financial aid. The actual appro-
priations for next year will be $141 mil-
lion, $18.6 million more than originally 
budgeted. 

North Carolina’s private colleges 
got additional money for financial aid, 
$281,517 recurring and $4.5 million for 
next year only. Proponents of these 
measures claim they reduce overall 
state spending on higher education by 
encouraging students to attend private 
colleges; since private schools receive 

much less government funding than 
public schools do, the state’s overall 
burden is reduced. However, critics 
say that this “quick fix” to offset ris-
ing tuition costs interferes with private 
schools’ independence, which may not 
be best for higher education in the long 
run, and also could contribute to rising 
tuition.

UNC-TV had most of its annual 
$10.6 million in appropriations re-
stored, after having its funding threat-
ened. Last year, its state funding was 
made year–to-year instead of auto-
matic and placed under review. This 
year, $9.1 million again was made au-
tomatic. 

The UNC Health Care system 
dodged a bullet. The House eliminated 
the last of its $18 million annual ap-
propriation. Instead, its final cut was 
only $3 million to the UNC School of 
Medicine for medical education. UNC 
Health Care’s relationship to the state 
has been controversial, with private 
competitors claiming that its state 
agency status and subsidies give UNC 
an unfair advantage in the fight for 
customers.

The budget restores $9.2 million 
from last year’s UNC management 
flexibility reduction, which can be used 
however the university system sees fit. 
The legislature also provided roughly 
$11.4 million to enable UNC schools to 
operate newly constructed buildings, 
such as N.C. State University’s new li-
brary on its Centennial Campus.

The community colleges received 
a one-time $5 million appropriation to 
prepare long-term unemployed North 
Carolina residents with job training and 
training in “employability skills.”    CJ

Jay Schalin is director of state policy 
analysis for the John W. Pope Center for 
Higher Education Policy (popecenter.org).
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Opinion

On Higher Ed Policy, Don’t Wait for Romney to Rock the Boat
Issues

in
Higher Education

The presidential campaign of 
former Massachusetts Gov. Mitt 
Romney recently released a 

white paper setting out the Republi-
can candidate’s thoughts on improv-
ing both K-12 and higher education 
in America. I read through the higher 
education pages and found criticism 
of the status quo coupled with meek 
changes that won’t 
rock the boat.

The paper 
begins with the cli-
chés that American 
higher education 
is “the envy of the 
world” and is our 
economy’s “great-
est competitive 
strength.”

Yes, there 
are some towering 
peaks among our 
colleges and uni-
versities — tremendous educational 
programs that have trained some of 
the world’s best minds. For the most 
part, however, our system is one of 
highly expensive mediocrity. 

Nor is it true that higher educa-
tion is America’s “greatest competitive 
strength.” College education is some-
times useful, but many great innova-
tors have done their work without a 
college degree. 

Now let’s get into the substance 
of the paper.

Romney rightfully challenges the 
conventional belief that the economy 
requires more and more workers with 
a college education. The paper states, 
“the current emphasis on the standard 
four-year degree may be misplaced,” 

and notes that 
most jobs will call 
for two-year de-
grees, occupational 
certificates, or ap-
prenticeships.

That is an 
important point. 
Ever since the 
Johnson admin-
istration, federal 
higher education policy has centered 
on the premise that the more students 
who earn bachelor’s degrees, the bet-
ter. Romney acknowledges that much 
of the preparation for work is better 
done outside formal college programs.

The paper then notes that many 
students are left with large debts 
whether or not they complete their 
degrees. With default rates rising, tax-
payers will be “left on the hook” for a 
lot of unpaid college expense. 

What would follow from those 
observations is that federal policy 
should stop luring students into the 
quest for standard, expensive four-
year college degrees.

Unfortunately, the paper doesn’t 
call for serious changes in the status 
quo. Its summary merely says, “A 
Romney administration will address 
these challenges by improving access 
and affordability, promoting innova-
tion, and ensuring transparency about 
performance.” 

Access and affordability — 
those words trip off every politician’s 
tongue when the subject is higher 
education. The essence of our problem 
is that we have already overdone it 
with regard to access and affordability. 

Getting into the business of 

financing higher 
education was one 
of America’s worst 
decisions. Unfor-
tunately, Romney 
doesn’t show any 
interest in undoing 
it, even gradu-
ally. He proposes 
to “simplify” the 
federal student aid 

system, but the problem isn’t its com-
plexity but rather that it is easy for so 
many students, regardless of academic 
ability, to get so much money from it. 

That Romney wants only 
cosmetic changes was evidenced in 
April when he hastened to match 
President Obama in declaring that the 
interest rate on federal student loans 
shouldn’t be allowed to rise from the 
ridiculously low rate of 3.4 percent to 
6.8 percent.

The only substantive change 
is that Romney would “refocus Pell 
Grant dollars on the students that 
need them most.” It’s true that many 
Pell Grant recipients aren’t from 
needy families, but Romney’s paper 
does not advocate a more important 
change — not giving Pell Grants to 
students whose weak academic abili-
ties make it unlikely they’d derive 
much benefit from college. 

That would reduce costs much 
more and attack the main problem of 
weak students being lured into col-
lege.

Another change the Romney 
paper trumpets is giving students 
better information about the costs and 
benefits of college. We’re told that 
Romney would create “consumer-

friendly data on the success of specific 
institutions” so that students would 
know about graduation rates, future 
earnings, loan repayment rates, etc.

Here’s the trouble. At best, doing 
that might cause some students to 
choose a different college than oth-
erwise; it does nothing to reduce the 
overall number of students going to 
college who should be pursuing some 
other course after high school. 

Putting that information in front 
of students and their parents might 
lead some to make worse college 
choices than otherwise. Here’s why.

Let us say that a student is con-
sidering College A and University B. 
The federal government’s data show 
that College A has a 25 percent gradu-
ation rate and University B has a 33 
percent graduation rate. University B 
appears to be the better choice.

Not so fast. There are impon-
derables hidden in the data. What 
if University B achieves its “better” 
graduation rate by resorting to grade 
inflation and relaxed academic stan-
dards?  

Thus, further involving the fed-
eral government in higher education 
by providing information about col-
leges and universities is unnecessary; 
almost everyone already can find an 
abundance of such information.

Under the Constitution, the fed-
eral government has no role to play in 
education at all. Unfortunately, Rom-
ney doesn’t propose any discernible 
reduction in the large role it has come 
to play.                                                   CJ

George Leef is director of research 
for the John W. Pope Center for Higher 
Education Policy.

GEORGE
LEEF
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From the Liberty Library Book review

Tyrrell’s Liberalism Obit A Fun Read, Even If a Bit Hasty• The 2012 election will be 
one of the hardest-fought in U.S. 
history. It also may be one of the 
closest, highlighting serious con-
cerns about voter fraud and bu-
reaucratic incompetence in the 
conduct of elections. If we don’t 
take notice, we could see another 
debacle like the Bush-Gore Florida 
recount of 2000. 

In Who’s Counting?, John 
Fund and Hans von Spakovsky 
expose serious problems with 
our election system, from voter 
fraud to a slipshod system of vote 
counting. Voter fraud is a well-
documented reality in American 
elections. We will pay the conse-
quences in 2012 if a close election 
leads us into partisan battles and 
court fights that will dwarf the 
Bush-Gore recount wars. More 
information at www.encounter-
books.com.

• In her stunning new expo-
sé, Fast and Furious: Obama’s Bloodi-
est Scandal and Its Shameless Cover-
Up, Townhall editor Katie Pavlich 
blows the lid off a scandal that just 
might bring down the Obama ad-
ministration. While other scandals 
cost money, Fast and Furious cost 
lives, including those of Border 
Patrol agent Brian Terry and Immi-
gration and Customs Enforcement 
agent Jaime Zapata, who were 
gunned down with weapons that 
our federal government put in the 
hands of Mexico’s narco-terrorists. 

Pavlich explains exactly 
what the Fast and Furious opera-
tion entailed, who was involved, 
and how the White House will 
stop at nothing to advance its anti-
gun agenda. Learn more at www.
regnery.com.

• Popular culture has di-
vorced itself from the life of the 
mind. Who has time for great 
books or deep thought when there 
is “Jersey Shore” to watch, a txt 2 
respond 2, and World of Warcraft 
to play? 

At the same time, those who 
pursue the life of the mind have in-
sulated themselves from popular 
culture. It wasn’t always so. Blue 
Collar Intellectuals vividly captures 
a time in the 20th century when the 
everyman aspired to high culture 
and when intellectuals descended 
from the ivory tower to speak to 
the everyman. 

Author Daniel J. Flynn shows 
us how much everyone has suf-
fered from mass culture’s crowd-
ing out of higher things and the 
elite’s failure to engage the masses. 
More at www.isi.org/books.   CJ

• R. Emmett Tyrrell Jr., The Death of Liberalism, New York: 
Thomas Nelson, 2012, 168 pages, $19.99.

By DaviD n. BaSS
Contributor

RALEIGH

In September 2009, journalist Sam Tanenhaus published 
a book titled The Death of Conservatism. Conservatives 
proved his obituary embarrassingly wrong a year later 

by routing liberals at the state and federal level in the 2010 
midterm elections.

In the same vein, I fear that R. Emmett Tyrrell’s opus to 
liberalism’s death is greatly exaggerated — much as I want 
to believe it.

At a tidy 168 pages, The Death of Liberalism is a brief 
but rollicking criticism of contemporary progressives. (In 
the book, Tyrrell is careful to capitalize “Liberalism” to dis-
tinguish it from classical liberalism, but I use the standard 
lower case in this review.)

Tyrrell’s characteristic 
biting and witty style deliv-
ers plenty of chuckles, and his 
thesis is supported with good 
evidence. But like Tanenhaus’ 
tome, it might prove premature.

“Conservatives have 
grown in numbers, and liberals 
have stagnated,” Tyrrell writes. 
“I estimate that today there are 
more bird-watchers than liber-
als in America, and possibly 
more nudists. If trends continue, 
there will undoubtedly be more 
nude bird-watchers.”

More Americans do self-
identify as conservative than 
liberal, and have for quite some 
time. Alas, that doesn’t mean 
liberalism, as a political phi-
losophy, is deceased. To the 
contrary, although Americans 
increasingly trend toward the 
conservative position on issues 
such as taxes and abortion, in 
other areas liberalism has made 
significant strides (think entitle-
ments).

As I write this book re-
view, the Republican-appointed 
chief justice of the U.S. Supreme 
Court has just upheld the core 
of President Obama’s health 
care reform law. Liberalism 
dead? Hardly. But conservatives 
certainly have the upper hand, and there is reason for op-
timism. Tyrrell’s diagnosis shows that liberalism is dying, 
though not yet dead.

That issue aside, Tyrrell gives the reader a jolly good 
time in the rest of his book. Those familiar with The Ameri-
can Spectator, of which Tyrrell is founder and editor-in-chief, 
will recognize his cuttingly clever prose immediately. 

The most humorous chapter, “Liberalism’s Origins: A 
Capriccio of Nonsense,” discusses the intellectual origins 
of liberalism. Tyrrell singles out the Genevan philosopher 
Jean-Jacques Rousseau and communist theorist Karl Marx 
for stinging scorn.

“Rousseau was rude, antisocial, megalomaniacal, 
quarrelsome, occasionally given to bizarre dress, and men-
tally ill,” Tyrrell writes. Rousseau also “suffered a myste-
rious dysfunction that gave him the need to urinate with 
embarrassing urgency.”

On the other hand, Marx “had a bad diet,” drank too 

much strong ale, was “extremely dirty,” and secretly im-
pregnated his housekeeper. He also had “outbreaks of boils 
all over his body, and had them “on his bottom when he 
was writing Capital, which doubtless added to the tome’s 
irritable tone and disorderly structure.”

Playing off his critique of Rousseau and Marx, Tyrrell 
makes the point that conservatives have a rich ideological 
heritage, while liberals can’t legitimately make the same 
claim.

“The liberals really have no formidable ancestors to 
claim — certainly no [Edmund] Burkes, not even a couple 
of the Founding Fathers,” he writes. “Maybe Jean-Jacques 
Rousseau or more recently Saul Alinsky, but the first is lost 
in his dithyrambs and the second probably stole hubcaps or 
maybe whole cars.”

In other chapters, Tyrrell recounts two periods of “civ-
il war” within liberalism. The first, between 1946 and 1948, 
followed on the heels of President Franklin Roosevelt’s 
death. The battle pitted the more edgy liberal Henry Wal-

lace (FDR’s vice president until 
1944) and the less edgy liberal 
Harry Truman (who replaced 
Wallace as veep).

In the 1948 election, Wal-
lace ran on the third-party Pro-
gressive ticket on a platform of 
Soviet appeasement. Truman, 
running as a Democrat and tak-
ing a tough stance toward the 
evil empire, trounced him. Radi-
calism lost.

Not so during liberalism’s 
second civil war, according to 
Tyrrell. He puts it during the 
1972 election. Although George 
McGovern lost in a landslide to 
Richard Nixon, radicalism was 
now entrenched in the Demo-
cratic Party.

“With it came the arro-
gance, the moral superiority, the 
insularity of those privileged to 
partake of the most advanced 
thoughts,” Tyrrell writes, 
“thoughts that continued to 
evolve all these years: black 
equality, then black affirmative 
action; women’s equality, then 
women’s privileges; gay rights, 
then gay marriage.”

In the end, Tyrrell argues 
that President Obama is Amer-
ica’s first chief executive to be a 
“stealth fascist,” and that he has 

ushered liberalism to its grave.
“No, not until now has anyone made the case for call-

ing Obama a pallbearer, but from the preceding chapters it 
is clear: Obama is the pallbearer of American liberalism,” 
Tyrrell says. “Others rang up huge debts on the govern-
ment’s tab, but the great Republic could always manage. 
Not now — the outstanding debt to the Baby Boomers is 
overwhelming, and all that the zombies led by Obama can 
do is appropriate a trillion here and a trillion there.”

The 2010 midterm election indeed showed that conser-
vatism is alive and kicking. Liberalism took a major blow. 
But will 2012 be a repeat? Given the dynamics of the econ-
omy, political historians would expect Obama to be down 
by double digits in the polls. He’s not. Liberalism, though 
wounded, is still alive.

Even if its thesis could prove hasty, Tyrrell’s The 
Death of Liberalism is lots of fun.                                    CJ
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 More research at your fingertips
at the redesigned JohnLocke Foundation home page

You can now search for research by 
John Locke Foundation policy analysts 
much easier than before. Our new web 
page design allows you to search more 
efficiently by topic, author, issue, and 
keyword.

Pick an issue and give it a try. Or 
choose one of our policy analysts and 
browse through all of their research. Ei-
ther way, we think you’ll find the infor-
mation presented helpful and enlight-
ening. 

http://www.johnlocke.org

Ramsour’s Mill an Underappreciated Revolutionary War Victory

TROY
KICKLER

Among significant Revolution-
ary War battles, Ramsour’s 
Mill (June 20, 1780) shows up 

on few people’s lists. The engagement 
near modern-day Lincolnton, how-
ever, ensured that the invading Lord 
Cornwallis would 
be deprived of 
much Loyal-
ist assistance in 
North Carolina. 
During the rest 
of the Southern 
campaign, Corn-
wallis’ inability to 
generate Loyalist 
support, or profit 
from it, led to the 
British general’s 
ultimate surrender 
at Yorktown. 

The end of the British invasion 
started with Cornwallis’ overconfi-
dence and his assumptions regard-
ing overall Tory support during the 
war. Indeed, Tories (also known 
as Loyalists) fought for the British 
crown against Patriots (also known 
as Whigs). In February 1776, 1,100 
Patriots defeated 1,600 Loyalists — 
many of them Highland Scots from 
what is now the Fayetteville area —at 
Moore’s Creek Bridge approximately 

18 miles north of Wilmington. During 
the war, Randolph Countian David 
Fanning and his band of men had 
conducted raids throughout Piedmont 
North Carolina. A prime example was 
the heavy skirmish at House in the 
Horseshoe in Lee County. 

Cornwallis knew of these events. 
After South Carolina fell into British 
hands in May 1780, Cornwallis and 
his men were in no hurry to capture 
North Carolina in the stifling South-
ern humidity. Besides, Cornwallis 
thought, Loyalists would provide 
support once his troops entered North 
Carolina. 

To be fair, Cornwallis’ estima-
tion was justified. Once North Caro-
lina Loyalists learned about the fall 
of Charleston, S.C., they anticipated 
Cornwallis’ arrival and planned 
retribution against Whigs who had 
inflicted harm and indignities on them 
for being loyal to the crown. British 
sympathizers started gathering in 
Lincoln County; the plan was to dis-
perse the smaller Patriot population 
in the county and then descend on the 
Patriot force near Charlotte. 

Neither Cornwallis nor the re-
energized Tories anticipated the Battle 
of Ramsour’s Mill.

When large groups assemble, 

people notice. Gen. Griffith Ruth-
erford was alerted that 1,300 North 
Carolina Tories had assembled. Not 
wanting to abandon his strategic 
post at Waxhaw, he ordered Col. 
Francis Locke to gather local militia 
and engage the Loyalists. At least 
400 Patriots — some sources estimate 
the number between 500 and 600 — 
quickly answered the call. By any 
count, the Patriots were outnumbered 
at least 2-to-1. 

On June 19, Adam Reep, a well-
known scout from Lincoln County, 
assembled 30 of his neighbors and 
friends at midnight, with muskets in 
hand. Reep and his band scouted the 
area for Locke and later relayed infor-
mation to him concerning the Tories’ 
position and strength. 

Using the experienced scout’s re-
ports, Locke planned a three-pronged 
attack — a daring feat for a greatly 
outnumbered force. But the Patriots 
had superior intelligence, the element 
of surprise, and the cover of an early-
morning, heavy fog. All three flanks 
attacked simultaneously, and some of 
the bloodiest hand-to-hand fighting of 
the war ensued. 

Imagine, as the fog slowly lifted, 
neighbors and relatives shooting 
and clubbing each other. According 

to one report: “Dead men here and 
there, broken skulls, a few were seen 
with gun locks sunk into their heads; 
disabled men moving about seeking 
help, men with shattered shoulders, 
broken arms and legs, while others 
were breathing their last breath.” Ac-
cording to historian John W. Moore: 
“It was a struggle between neighbors 
and old friends and carried bitterness 
and sorrow to many North Carolina 
firesides.”

The Tories initially fled but 
rallied on a hill, temporarily check-
ing a pursuing Patriot cavalry. One 
mounted Tory commander, Nicholas 
Warlick, was overheard encourag-
ing his men: “Never let it be said ... 
we were whipped by a handful of 
Whigs.” A Patriot sharpshooter soon 
found its mark, and Warlick fell from 
his horse. Once Patriots arrived on 
foot, the Loyalists were routed, and 
Cornwallis would be denied their as-
sistance.

The overlooked Battle of 
Ramsour’s Mill occurred at an impor-
tant juncture and was a turning point 
in the Southern campaign.                  CJ

 
Dr. Troy Kickler is director of the 

North Carolina History Project (northcar-
olinahistory.org).
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Short Takes on Culture Book review

Brooks: Capitalism the Moral ChoiceAn Orthopedist’s Tale
• A Bonehead Speaks: What You Need 
to Know About Your Orthopaedic Sur-
geon and Your Orthopaedic Surgery;  
Kurt Ehlert, M. D., Miffin Street 
Publishing.

Because of an injury or the 
need for joint replacement, 
“Most people will need the 

services of an orthopedist sometime 
in their life,” writes orthopedist Dr. 
Kurt Ehlert, which is why he wrote 
the book A Bonehead Speaks. 

Dr. Ehlert was the orthopedic 
surgeon who repaired my badly 
broken ankle, so I was eager to read 
his book. 

The book is written for pa-
tients, not physicians, and provides 
practical advice on what to expect 
should you need orthopedic treat-
ment. Ehlert provides detailed in-
formation on and pictures of com-
mon injuries and joint replacement 
surgeries. From how the billing pro-
cess works to pain and pain man-
agement, the information in the 
book is invaluable.

Ehlert’ s book also is the story 
of his personal decision to leave 
private practice and work as an in-
dependent contractor in a hospital 
emergency room. 

As a patient, I never guessed 
that Ehlert struggled with the doc-
tor-patient relationship. He says he 
is an excellent orthopedic surgeon 
and provides competent care, but 
his tendency to be task-oriented 
interferes with providing what he 
terms “caring care.”

This new type of practice al-
lows him to focus on his skills as 
a surgeon. It also allows him time 
for his love of writing, and he has 
written a great handbook for any-
one needing or seeking orthopedic 
treatment. 

— MELISSA MITCHELL

• “The Sword of Peace”
By William Hardy
Snow Camp Outdoor Theatre

Nestled in the woods of a 
small village in southern Alamance 
County is an amphitheater that 
hosts a historical drama about the 
Quakers who settled in Snow Camp 
and their struggles during the Rev-
olutionary War era.

“The Sword of Peace” chroni-
cles the internal strife of the Quak-
ers, many of whom had a distaste 
for both the British crown and the 
colonial government, while also 
holding deep religious convictions 
against fighting.

Much of the William Hardy 
play, now in its 39th year, revolves 
around the family of Simon Dixon, 
a Quaker miller who moved from 

Pennsylvania to Snow Camp in 
1749. He is considered the patriarch 
of Snow Camp. The amphitheater 
and surrounding grounds are lo-
cated on land that was once Dixon’s 
farm.

Dixon took in a young boy 
named Thomas Hadley after Had-
ley’s father died. Hadley worked on 
the farm and was raised as a Quak-
er. When the American Revolution 
approached, Hadley decided to 
leave the Quaker meeting and join 
the forces of the Colonial army led 
by Gen. Nathanael Greene, himself 
a former Quaker.

The Snow Camp Historical 
Drama Society, which produces the 
play, also produces “Pathway to 
Freedom,” a play that recounts area 
Quakers’ role in the Underground 
Railroad in the decades leading up 
to the Civil War.

The two plays alternate and 
are performed Thursday through 
Saturday nights through Aug. 17.

— BARRY SMITH 

• “Magic Mike”
Directed by Steven Soderbergh
Warner Bros.

“Magic Mike” is sure to be a 
hit with most women, especially the 
female college demographic. While 
the trailer suggests that this movie 
is solely about male strippers and 
lacks a true plot, it is much more 
than that. This is no “Inception” — 
there are no twists and turns that 
will leave you trying to piece to-
gether everything that happened. 
But it is funny, has a decent story 
line, and to top it off, the actors are 
nice eye candy. 

In this sexy comedy, Magic 
Mike (Channing Tatum) shoves 
Adam (Alex Pettyfer) out on the 
stage of the strip club Xquisite when 
one of the regular strippers is un-
able to perform. This lands Adam 
a job, and as Mike and Adam be-
come better friends, Mike becomes 
attracted to Adam’s sister, Brooke. 
Brooke, however, is not impressed 
with Mike or his career choice. Mike 
sets out to convince her (and him-
self) that his true goal is to become 
an entrepreneur by saving enough 
to start his own custom-furniture 
business. The movie offers a subtle 
theme of entrepreneurship, and, in-
tentionally or not, shows that in a 
free-market economy you can suc-
ceed and work your way up from 
any background, through a mul-
titude of means, and eventually 
become an independent business 
owner. I recommend “Magic Mike” 
to any of my female friends — sin-
gle or married.                           

— SIGNÈ THOMAS    CJ

• Arthur C. Brooks, The Road to Free-
dom: How to Win the Fight for Free Enter-
prise, New York: Basic Books, 2012, 224 
pages, $25.99.

By ElizaBEth linCiComE
Contributor

RALEIGH

The future of America’s free-en-
terprise system is both a central 
theme in this year’s race for the 

White House and part of the larger na-
tional debate about how to revitalize 
an anemic economic recovery. In his 
latest book, The Road to Freedom, Amer-
ican Enterprise Institute President 
Arthur Brooks argues that the free-
enterprise system that 
defines our country is 
under attack from poli-
cymakers who support 
the explosion of big-
government policies. 
Only a moral defense 
rooted in the principles 
of equal opportunity, 
earned success, charity, 
and basic fairness will 
win this debate. 

In the opening, 
Brooks notes that 81 
percent of Americans 
are dissatisfied with 
the way the nation is 
being governed, but 
that when left with 
lousy alternatives to 
the status quo, most citizens are para-
lyzed into inaction. 

As Brooks writes: “Average 
Americans are thus too often left with 
two lousy choices in the current policy 
debates: the moral 
left versus the ma-
terialistic right. 
The public hears a 
heartfelt redistri-
butionist argument 
from the left that 
leads to the type of 
failed public poli-
cies all around us 
today. But some-
times it feels as 
if the alternative 
comes from mor-
ally bereft conservatives who were 
raised by wolves and don’t understand 
basic moral principles.” 

The Road to Freedom is an intel-
lectual yet compelling read. Brooks 
divides his book into two parts: first, 
making the moral case for free enter-
prise, and second, applying the moral 
case for free enterprise. He uses many 
personal experiences, often tying in 
humorous, endearing anecdotes about 
his wife and three children, to demon-
strate key points and keep the reader 
engaged. 

Brooks spends a lot of time talk-
ing about the link between happiness 

and entrepreneurship. According to 
years of polling by the Gallup organi-
zation, entrepreneurs rate themselves 
as being the happiest among all oth-
er professional groups. Their secret, 
Brooks says, is that they are allowed to 
earn their own success. 

“To earn your success is to define 
and pursue your happiness as you see 
fit,” he writes. “It’s the freedom to be 
an individual and to delineate your 
life’s ‘profit’ however you want. For 
some, this profit is measured in mon-
ey. But for many, profit is measured in 
making beautiful art, saving people’s 
souls, or pulling kids out of poverty. ... 
Free enterprise is therefore not an eco-

nomic imperative; it is 
a moral imperative.”  

Brooks highlights 
current public policy 
measures that have 
created huge barriers 
to entrepreneurship by 
creating uncertainty. 
He suggests clear-cut 
solutions to these prob-
lems, such as fixing 
the tax code, lowering 
regulatory barriers to 
business, and cutting 
and capping govern-
ment spending. “Re-
peal of Obamacare and 
Dodd-Frank [financial 
regulations] would 
help economic growth 

dramatically, as would extending the 
so-called ‘Bush tax cuts’ while starting 
real tax reform efforts.” 

What ails the country cannot be 
fixed by one individual policy or elec-

tion, Brooks says. 
But America faces 
many important 
choices this elec-
tion cycle, and by 
far the most im-
portant is a choice 
between two 
ideas of America. 
The first idea is an 
America in which 
the key to our 
success rests with 
the government 

and we need government programs 
to pursue happiness. The second is an 
America in which the key to our suc-
cess lies in free enterprise; this is an en-
trepreneurial idea that limits govern-
ment to its proper role. 

As The Road to Freedom illustrates, 
“free enterprise teaches us to earn suc-
cess, not learn helplessness. It rewards 
merit, which is the fair thing to do. And 
in the end, it is the only system that can 
improve the lives of literally billions of 
poor people — here and around the 
world.” In The Road to Freedom, Brooks 
makes a persuasive case that these are 
the reasons free enterprise is the only 
moral choice for our country.           CJ

Most think the 
country is on the 

wrong track, 
but are paralyzed

into inaction
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Free Choice for Workers:
A History of the Right to Work Movement

By George C. Leef
Vice President for Research at the
John William Pope Center for Higher 
Education Policy

“He writes like a buccaneer...
recording episodes of bravery, 
treachery, commitment and 
vacillation.”

Robert Huberty
Capital Research Center(Call Jameson Books, 1-800-426-1357, to order)

‘Most Trusted Man in America’ Didn’t Always Deserve That Mantle

Books authored By JLF staFFers

By John Hood
President of the 
John Locke Foundation

“[Selling the Dream] provides a 
fascinating look into the world 
of advertising and beyond ... 
Highly recommended.”

Choice
April 2006

Selling the Dream
Why Advertising is Good Business

www.praeger.com

Book review

 • Douglas Brinkley, Cronkite, New 
York: Harper, 2012, 819 pages, $34.99. 

 
By lloyD BillingSlEy
Contributor

RALEIGH 

In the 1976 movie “Network,” news 
broadcaster Howard Beale hears a 
voice telling him to oraculate like 

some mad prophet. Beale asks “why 
me?” and the voice says, “because 
you’re on television, dummy.”

    Walter Cronkite was one of 
the first to hear that line, in a private 
screening of “Network” with direc-
tor Sidney Lumet, who had worked 
with Cronkite on a TV show. Cronkite 
laughed at the movie, in which his 
daughter Kathy plays the Patty Hearst 
character, but he also considered the 
story prophetic. Douglas Brinkley says 
the film “hit close to home” and that 
“much about TV newsgathering was a 
sham.” Cronkite gets into that, and a lot 
more.

Readers familiar with the trusted 
sage will meet a “lackadaisical” student 
who missed classes, never learned a 
foreign language, and squandered his 
chance at a college education. Cronkite 
caught the news bug, hooked up with 
United Press, and got the call to cover 
World War II. As a news correspondent 
in Europe, he played by the rules. 

“Many of his dispatches from 
Eindhoven were propagandist,” Brin-
kley writes, “claiming that the U.S. 
paratroopers had routed the Germans 
when they hadn’t. Arnem stayed in 
German hands no matter how Cronkite 
spun it.” He would have other oppor-
tunities to spin the news on television, 
where he served as host of a quiz show 
and also became the first “anchor-

man,” a position with true star power.
“A theatergoer might see the 

magnetic Richard Burton once a year 
on Broadway or the charismatic Ed-
ward G. Robinson at the movies twice 
a year,” Brinkley writes, “but Cronkite 
was going to be on five nights a week.” 
The timing was right. 

A full 30 million people saw the 
televised hearings on organized crime 
that made a star of Sen. Estes Kefauver. 
Media types and politicians alike took 
notice. Political conventions were also 
an ideal forum for tele-
vision. Cronkite wound 
up coaching John F. Ken-
nedy about makeup, 
dress, and diction. “Get-
ting across” on televi-
sion, Cronkite told JFK, 
“was all in the eyes.” It 
might have been an act-
ing instructor teaching 
the Method. 

Cronkite believed 
that television itself had 
an X-ray quality to re-
veal insincerity. Brin-
kley, who has read cul-
tural critic Neil Postman, 
knows that “the power 
of truth itself belonged to 
cameramen as they chose their shots; it 
belonged to the network news produc-
ers; and at CBS, it belonged to Cronkite 
in his role as managing editor.” In that 
role he proved creative. 

Long before the Nixon adminis-
tration bugged the Democratic Nation-
al Committee office at the Watergate 
Hotel in 1972, Cronkite “orchestrated 
the secret tape recording of the Repub-
licans’ credentials committee meet-
ing.” Before he became the most trust-

ed man in America, Cronkite “had a 
CBS technician wire the committee 
room under the shady rationale that 
the covert act was good for democra-
cy.” Brinkley includes the view of CBS 
news boss Sig Michelson that “ethical 
considerations did not deeply disturb 
us.” That lapse was also evident in the 
treatment of Lyndon Johnson.

After an interview with LBJ, CBS 
reshot Cronkite making different facial 
expressions, a ruse intended to convey, 
and elicit, a different response. Media 

types called it “repre-
hensible,” and Brinkley 
says “it was a real black 
eye to Cronkite.” He 
was not fired and pre-
vailed as a symbol of 
trust despite occasional 
cases of foot-in-mouth.

“He’s got one of 
the best brains of any-
body I’ve known.” 
Cronkite said of Jimmy 
Carter, a president not 
known for profundity. 
The anchorman also 
told Playboy that “I think 
newsmen are inclined 
to side with humanity 
rather than with author-

ity and institutions. And this sort of 
pushes them to the left.” 

Brinkley could use more skepti-
cism toward the “smelly orthodoxies” 
(Orwell’s phrase) of his time. He gives 
Cronkite credit for opposing the Red 
Scare (upper case his) by proxy and for 
working with blacklisted writers such 
as Walter Bernstein and Abe Polonsky. 
But the author provides none of their 
Stalinist back story. 

Some viewed Cronkite as a Cold 

Warrior who changed his tune after re-
porting from Vietnam, the first conflict 
in American history, as David Halber-
stam put it, whose end had been an-
nounced by a commentator. After the 
Cold War ended, Cronkite was claim-
ing that the USSR “wasn’t ever a dan-
gerous threat” and that “fear of the 
Soviet Union taking over the world 
just seemed as likely to me as invaders 
from Mars.” The newsman sometimes 
forgot his ability to be “pontifical and 
wrong.”

   Brinkley bundles in the his-
tory from D-Day and the Nuremburg 
Trials through the Kennedy assassi-
nation, Vietnam, the Apollo Missions, 
the first Earth Day, the Iranian hos-
tage crisis, and more. Cronkite may 
prompt further study on these themes 
and also serves as a helpful TV Guide. 
Don Hewitt, Eric Sevareid, Dan Rath-
er, Mike Wallace, Andy Rooney, Con-
nie Chung, Roger Mudd, Christiane 
Amanpour, Morley Safer, Bill Moyers, 
and many others jostle in these pages. 
Their snits and quarrels offer some 
comic relief from the generally wor-
shipful tone. 

Walter Cronkite was the only 
wealthy television celebrity to gain 
“a respect that surpassed even that of 
some U.S. presidents.” Brinkley’s mas-
sive work confirms it while providing 
evidence that Cronkite, in the role the 
British call a “news reader,” did not 
deserve such respect. He may have 
wrapped his regular broadcast with 
“that’s the way it is,” but sometimes it 
wasn’t. As one wag put it, when you 
watched Walter Cronkite you not only 
saw CBS, you heard it too.               CJ
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EDITORIAL

Political
Investment Fund

COMMENTARY

The ‘High-Poverty’
School Ruse

Defenders of the public 
education status quo like to 
claim that kids from low-in-

come communities in North Caro-
lina get the short end of the funding 
stick when compared with kids who 
live in higher-income areas. They 
throw out the phrase “high-poverty 
schools” when discussing every-
thing from student assignment and 
teacher performance to class size 
and testing. 

Their funding accusation isn’t 
accurate — one visit to the Depart-
ment of Public Instruc-
tion’s website debunks 
the claim  — but it’s a 
convenient way to tar a 
policy opponent as uncar-
ing, while shifting atten-
tion away from lackluster 
student achievement and 
fending off innovations 
deemed a threat to the 
bureaucracy.

The notion that poor 
kids are treated unfairly 
by those who dole out the 
cash makes for startling 
headlines — as it should, if it were 
true. A look at the state’s K-12 fund-
ing model shows why it isn’t. 

In North Carolina, only about 
25 percent of each child’s public 
education check is derived from 
local governments’ property tax 
revenues. Nearly two-thirds come 
from North Carolina taxpayers. The 
remaining 10 percent or so is given 
to North Carolina from federal tax 
revenues. The ratio shifted slightly 
when federal “stimulus” dollars 
increased the federal portion. 

This funding ratio means 
combined state and federal dollars 
account for 75 percent or so of each 
child’s tuition check to a public 
school. That serves to limit the 
negative impact of a modest neigh-
borhood’s lower property values. 

But there’s another safeguard 
for less affluent areas. It comes in 
the form of additional funding from 
special pots of federal and state 
money. Because policymakers have 
decided that living in a low-income 
county presents a particular chal-
lenge, the district that teaches each 
affected child receives additional 
money for each one. 

The result is that some of 
North Carolina’s poorest and small-
est counties receive the biggest per-
pupil tuition check. 

DPI’s February 2012 budget 
highlights document lists the nu-
merous circumstances that trigger 

the appropriation of extra dollars 
above and beyond what other chil-
dren are allotted. DPI also lists the 
amount of the additional funding. 

It’s an eye opener. 
From state coffers, additional 

funds are handed out for students 
from a low-income family ($357.64); 
with special learning issues 
($3,649.02); from a small county 
($693.95); who are disadvantaged 
($240.55); from one of North Caroli-
na’s 69 counties deemed low-wealth 
($291.47); with limited English 

proficiency ($756.06); who 
are intellectually and aca-
demically gifted ($440.54); 
seeking career and techni-
cal vocation ($744.54); and 
who participate in Learn 
& Earn ($52.19). 

From federal coffers, 
additional funds go to 
each North Carolina stu-
dent from a low-income 
family ($1,180.56); with 
a special learning issue 
($1,691.69 or $2,437.87 
depending on grade); 

having limited English proficiency 
($3,443.14); and seeking career and 
technical education ($27.86).

The impact of these additional 
dollars is substantial, according to 
DPI. In the case of a K-3 academical-
ly gifted student from a low-income 
family living in a small, low-wealth 
county, DPI reports the district 
receives an additional $2,964.16, for 
a total of $8,406.88 to educate that 
child.

In the case of a disadvantaged 
K-3 child from a low-income family 
living in a small, low-wealth county 
and with limited English profi-
ciency and special learning issues, 
DPI reports the district receives an 
additional $13,050.26, for a total of 
$18,492.98 to educate that child. 

Those who push the “high-
poverty schools” line either know 
it’s not true or haven’t bothered to 
review DPI’s documents. 

By choosing to focus primarily 
on money, progressives and like-
minded bureaucrats divert time and 
brainpower away from private and 
public-sector innovations to ensure 
kids achieve. In North Carolina, 
these kids face many challenges, 
but being at a funding disadvan-
tage because they’re poor isn’t one
of them.                                   CJ

Donna Martinez is co-host of 
Carolina Journal Radio.

DONNA
MARTINEZ

If you’re a North Carolina taxpayer, 
public school teacher, government 
employee, or anyone with a vested 

interest in the state’s pension system, 
beware: State Treasurer Janet Cowell 
could be gambling with your money 
(and, potentially, your retirement) to 
satisfy a political agenda.

Cowell’s spokeswoman Julia Vail 
told Carolina Journal that the trea-
surer has sent letters to the boards of 
several companies that hold invest-
ments from the state’s pension funds 
— Nike, Devon Energy, and Hallibur-
ton — requesting that they “provide 
full disclosure of political spending, 
including contributions made to 527s 
[political committees] and trade as-
sociations, as well as develop a board 
oversight policy” regarding disclosure 
of political spending.

Her reasoning? “In light of 
the Supreme Court’s Citizens United 
decision, the treasurer believes that 
companies involved in political ac-
tivities should disclose their political 
spending and board oversight policies 
to make sure that these expenses are 
in the best interests of shareholders,” 
Vail wrote in an email.

This could be a violation of 
Cowell’s fiduciary responsibility to 
the 800,000 members of the $60 billion 
state pension plans. 

By state law, the treasurer is the 
sole fiduciary of pension investments. 
She decides where members’ contri-
butions reside.  The law also says the 
treasurer’s duty is to serve “solely in 
the interest of the participants and 
beneficiaries” of the pension plan, and 
“may consider benefits created by an 
investment in addition to investment 
return only if the treasurer determines 
that the investment providing these 
collateral benefits would be prudent 
even without collateral benefits” (em-
phasis added).

In other words, the law de-
mands that the treasurer put the fiscal 

health of the pension fund first. As a 
shareholder, Cowell has the right to 
ask whether the companies she has 
invested in are engaging in political 
activities that undermine the value of 
her portfolio.

But if that political activity has 
no effect on the company’s value in 
the marketplace — and she’s using 
that information to decide where to 
put the retirement system money — 
then she’s traveling a dangerous path 
indeed. 

 Cowell cites an outfit called 
the Center for Political Accountabil-
ity, which is prodding shareholder 
groups and large pension managers 
to demand more “transparency” from 
publicly held companies in their po-
litical spending. 

As The Wall Street Journal’s Kim 
Strassel reported in June, the center is 
using shareholder proxy requests to 
force corporations to publicize their 
spending on political causes, letting 
liberal activists target boycotts against 
the ones that support conservative or 
free-market policies.

Cowell’s responsibilities are to 
maintain the financial health of state 
pensions, not serve as judge and jury 
of companies’ political activities.

The General Assembly could 
relegate this political investing to 
the history books. Most states have 
independent, appointed investment 
boards. These boards control where 
pension funds are invested. And while 
they aren’t immune from political 
influence, they represent more than a 
single person’s instincts and biases. 

Next year’s legislature should 
consider forming such a board, for 
the betterment of the public employ-
ees who depend on a pension for 
their retirement, and for the taxpay-
ers of North Carolina, who’ll have to 
bail out the pension fund if the next 
treasurer picks the wrong horse, for 
whatever reason.                                  CJ
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UNC’s Bad Grade
North Carolina’s university system is inefficient

EDITORIALS

Politics Too Inexpensive
Too many seats are safe for incumbents

A Rewrite
To Restore Justice

For the activists who have spent 
years fighting to abolish North 
Carolina’s death penalty, the 

just-completed legislative short 
session was a crushing disappoint-
ment. Their chief accomplishment, 
the Racial Justice Act of 2009, was 
rewritten substantially. Both cham-
bers then voted to override Gov. 
Bev Perdue’s veto of the rewrite.

The Racial Justice Act was 
the latest in a series of 
initiatives used by death 
penalty foes to maintain 
a de facto moratorium on 
executions in North Caro-
lina, as nearly every death 
row inmate had filed RJA 
claims to convert their 
sentences to life in prison. 
The newly rewritten RJA, 
however, is no longer so 
easy to abuse. Rather than 
use old or irrelevant data 
to assert racial bias in 
sentencing, murderers on 
death row now must cite 
recent statistics from the counties or 
prosecutorial districts where their 
sentences were imposed, as well as 
other evidence directly related to 
the handling of their cases.

For many North Carolinians 
opposed to the death penalty, the 
RJA’s obvious flaws were beside 
the point. They 
believe capital 
punishment 
to be immoral, 
and are willing 
to try just about 
anything to sus-
pend or abolish 
executions. In 
the past, they 
tried to manip-
ulate medical 
licensing as a 
means to their 
end. In this case, they attempted to 
use sweeping claims of racial bias. 
They ended up stretching those 
claims beyond the breaking point.

No one doubts the continued 
presence of prejudice in the criminal 
justice system. Over the past several 
decades, racism among the public at 
large has diminished but not disap-
peared. As a social institution, the 
criminal justice system inevitably 
reflects society’s virtues and vices. 
If you look for perfection here, your 
search forever will be fruitless.

Still, by refusing to recognize 
either the limits or the implications 
of their own statistical evidence, 
death penalty foes set themselves 
up for failure. First, while the activ-
ists themselves know very well that 

there is no statistical support for 
the notion that North Carolina’s 
death penalty is biased against 
black criminals, they nevertheless 
allowed others to make the claim 
incessantly without clarification or 
rebuttal. This weakened the move-
ment’s credibility among state law-
makers who might have been open 
to persuasion.

More significantly, death 
penalty foes tried to make 
the statistical claim for 
which they do have some 
evidence — that prosecu-
tors and juries are more 
likely to seek executions 
of those who kill white 
people than of those who 
kill black people, regard-
less of the race of the 
killer — into a compelling 
argument against capital 
punishment. But it isn’t.

You see, the theory 
behind this claim is that 
prosecutors and juries 

put a greater value on the lives of 
white victims than on black ones. 
If a murder victim is white, states 
this theory, folks tend to be more 
outraged and to view the death 
penalty as a just punishment. But 
if the murder victim is nonwhite, 
there are fewer social, cultural, and 

political mo-
tives for prose-
cutors to pursue 
the ultimate 
punishment, 
and for jurors to 
approve it.

Assume 
for the sake of 
argument that 
this racial-bias 
claim is true. 
What is its 

implication? That the more North 
Carolinians value the lives of vic-
tims, the more they favor executing 
murderers.

This is a rhetorical problem 
for those seeking to abolish capital 
punishment. They are asking us to 
choose a lesser penalty, life in pris-
on, for those who commit the most 
egregious crimes in our society. 
Given their own assumptions about 
their racial-bias claim, their argu-
ment sounds like they are asking us 
to place a lower value on the lives 
of murder victims. That argument 
is unlikely to persuade many North 
Carolinians.                                      CJ

John Hood is president of the John 
Locke Foundation.

Over the past three decades, 
public universities have 
become bloated, outdated in-

stitutions that fail to deliver their core 
service — undergraduate education 
— in an efficient manner. Many North 
Carolina leaders long have thought 
of the UNC system as an outlier from 
the national trend. They were correct: 
UNC actually was worse than the 
average public university system in 
cost-effectiveness.

A recent report from the U.S. 
Chamber of Commerce graded every 
public university and community col-
lege system on six criteria: 1) student 
success (chiefly the graduation rate), 
2) efficiency and cost-effectiveness, 
3) meeting labor-market demand, 4) 
transparency and accountability, 5) 
policy environment, and 6) innova-
tion.

The UNC system received 
mediocre grades on the labor market, 
transparency, and policy environment 
criteria. It got a split decision on in-
novation. In student success, UNC’s 
six-year graduation rate is still below 
60 percent, but that’s actually a bit 
higher than the national average, so 
the system got a B.

In the area of efficiency, howev-
er, UNC flunked. Its grade of F stands 
in stark contrast to other university 
systems that also outperform the na-
tion in graduation rates. Virginia got 

an A for student success and an A for 
efficiency. Florida, California, Illinois, 
and New Jersey got As for student 
success and Bs for efficiency. Mary-
land got a B for student access and an 
A for efficiency. And South Carolina, 
Michigan, and Mississippi each got 
Bs for student success and Cs for ef-
ficiency.

Fiscal realities have forced the 
UNC system to adopt some of the 
more-efficient practices of its competi-
tors. Tenured professors at N.C. State 
are teaching 15 percent more credit 
hours than they did in 2008. Campus-
es are delaying costly new programs 
or projects to focus on their core mis-
sions. Administration has slimmed 
down a bit.

It took a budget crisis to begin 
this process because UNC is different 
from most other systems in another 
key respect: North Carolina taxpayers 
still pay the majority of the operating 
cost for undergraduate education. 

Our biggest productivity prob-
lems are found in services such as 
education and health care where 
consumers don’t shoulder or even 
know the price at point of sale. With-
out price competition, there are few 
incentives to pursue efficiency and 
productivity.

Now UNC has such an incen-
tive.                                                         CJ

American politicians, parties, 
and interest groups spend 
relatively little on their elec-

toral campaigns. The side that spends 
the most money doesn’t always win. 
And if we really want to improve our 
political system, we’ll know we’re 
succeeding if total spending on cam-
paigns goes way up.

Over the past seven federal 
campaign cycles, dating from 2000, 
the Center for Responsive Politics 
has found that spending on federal 
politics has increased, but it remains 
a small fraction of the economy and 
of total spending on advertising and 
marketing communication. American 
firms in 2010 spent about $131 billion 
on print, broadcast, billboard, and 
Internet ads. To that number, add bil-
lions for other marketing techniques. 

By comparison, the $3.6 billion 
spent on federal campaigns in 2010 is 
hardly a shocking number. We’re not 

talking about toothpaste or hamburg-
ers. We’re talking about who will 
acquire the power to tax, spend, and 
order us around. 

Looking at individual races, the 
candidate who raises the most tends 
to be the winner. But in a distressing 
number of cases, gerrymandering 
virtually assures that either the Demo-
cratic or Republican nominee in a par-
ticular district will win in November.

We long have favored a neutral, 
rules-based redistricting process that 
would increase significantly North 
Carolina’s number of swing seats for 
Congress and the legislature. If that 
happened, of course, the number of 
candidates raising big money to win 
big races would go up, as would total 
spending on politics.

Which would be fine with us. 
One reason politics costs so little is 
that it offers too few competitive races. 
Let’s create some more.                       CJ

Death penalty
opponents

weakened their
credibility among
state lawmakers



PAGE 26 AUGUST 2012 | CAROLINA JOURNALoPiNioN

Are Jobs Coming? And Where?

MICHAEL
WALDEN

Social Security
Disability

EDITORIAL BRIEFS

Over the past three years, the number 
of Americans receiving Social Security 
Disability Insurance payments has 

increased by more than 1 million. Few work-
ers ever return to the labor force after going on 
SSDI, writes Pamela Villarreal for the National 
Center for Policy Analysis.

Currently, 10.8 million people receive 
SSDI — roughly one of 18 working-age, non-
retired Americans.  Estimates suggest only 0.5 
percent to 2.8 percent of SSDI beneficiaries are 
expected to return to the labor force within 10 
years.

The low rate of individuals returning 
to work is due to disincentives in the system, 
writes Villarreal. Lax oversight often allows 
those whose condition improves to continue to 
receive disability payments.  Many recipients 
who could work part time choose not to do so 
for fear of losing benefits.  Being on disability 
also makes recipients eligible for other benefits, 
including Medicaid, food stamps, Section 8 
housing, and student loan forgiveness. 

The increasing number of workers on 
disability eventually will exhaust the program’s 
fund balance. SSDI expenditures increased by 
22 percent between 2008 and 2011. By 2011, the 
payroll tax that funds the program covered 
only 79 percent of benefit payments.

“The current Social Security disability sys-
tem is fraught with poor incentives, high costs, 
and an unsustainable future,” says Villarreal.

“Prefunded personal disability accounts, 
as an integral part of overall entitlement re-
form, would reduce costs and promote a more 
efficient system that encourages individuals to 
work to the extent they are able.”

The shrinking wage gap
The disparity in wages between men and 

women is likely to be a campaign issue this fall, 
with Democrats pushing something called the 
Paycheck Fairness Act to address the disparity. 
June O’Neill, former director of the Congres-
sional Budget Office, wrote for the National 
Center for Policy Analysis that the gap virtually 
disappears when proper adjustments are made.

It’s commonly stated that women earn 79 
cents for every dollar men make. That figure 
does not account for a number of critical fac-
tors. Women typically have less work experi-
ence then men. As child rearing and household 
management fall more heavily on women, they 
tend to seek professions and employers that of-
fer additional flexibility, even if that comes with 
somewhat lower pay.  Accounting for these fac-
tors, the wage gap shrinks to 3.3 cents.

Even that may overstate the difference. In 
2000, the average wage of a woman age 35 to 
43 who never had a child was 8 percent higher 
than her average male co-worker.

“This comparison implies that any wage 
gap is rooted more in social trends and tenden-
cies than malicious discrimination by employ-
ers,” says O’Neill.

“It undermines the justification for govern-
ment intervention to eliminate the wage gap.” CJ

Two recently-released reports focus on the No. 
1 issue in the economy today: jobs. Both give 
some much-needed perspective and direction 

to today’s challenging labor market. 
The first publication is the new 10-year 

employment forecast from the U.S. Department of 
Labor. It’s jam-packed with all kinds of numbers 
and projections about jobs over the next decade, 
and, though only a forecast, the numbers do repre-
sent the best thinking of many 
economists.

The Labor Department 
expects 20 million payroll jobs 
to be created during the next 
10 years. While this sounds like 
a lot, it boils down to 167,000 
per month, which is subpar in 
the eyes of most experts. So, if 
anything, the Labor Department 
appears to be cautious in its 
forecasts.

According to the report, 
the top five industries for job 
gains are expected to be health 
care, professional and business services, construc-
tion, retail trade, and state and local government — 
each adding more than 1.5 million positions. 

Perhaps the most important part of the gov-
ernment’s projections are the training and educa-
tional requirement of future jobs. Here, there may 
be — to some — a couple of surprises. 

Jobs requiring a high school degree or less will 
continue to constitute the majority of all jobs. How-
ever, jobs requiring a worker with a four-year col-
lege degree or more will expand faster — increasing 
about 25 percent faster than high school jobs.

But what really stood out to me in the report 
was what it predicted for jobs requiring a technical 
or vocational degree — that is, training beyond high 
school but needing less than a four-year college 
degree. The government economists projected jobs 
needing this kind of training would increase, and — 
indeed — would grow at a rate faster than the rate 
for all jobs.

The second report — from the consulting firm 
McKinsey — takes a more global approach to the 
future job market. The report first notes that most of 
the labor market trends observed in the U.S. econo-

my — like machines replacing workers in factories, 
increasing demand for college-educated workers, 
and rising income inequality — also are happening 
worldwide.

The firm makes three public policy recommen-
dations, each addressing one of the three levels of 
training: high school, technical/vocational schools, 
and four-year colleges and universities.

To meet the increased demand for college 
graduates, McKinsey argues for an increased use of 
information technology — such as online education, 
distance learning, and digital platforms — to reach 
more students more efficiently. The firm sees lower 
costs, wider access, and individualized learning as 
pluses for this approach.

The big challenge for technical and vocational 
colleges — according to McKinsey — is aligning 
programs, certificates, and degrees with rapidly 
changing business needs. Tech and vocational insti-
tutions will need to keep in constant contact with 
local firms to monitor how specific job outlooks are 
changing. 

At the same time, McKinsey thinks expand-
ing technical training options in high schools has 
two advantages. First, for students who know they 
want a technical career, it will get them trained and 
into the work force faster. Second, for high school 
students unsure of their vocational future, it will 
broaden their training options in high school and 
perhaps lead to heightened interest in school and 
reduced dropout rates.

Still, the reality is that millions of students — 
for a variety of reasons — won’t finish high school 
or acquire technical or academic skills. Therefore, 
McKinsey says, it’s important that the economy cre-
ates as many jobs as possible for these individuals. 
To do so, both federal and state regulations should 
be studied for statutes that inhibit job creation, 
especially for unskilled workers. Also, social “safety 
net” programs should be analyzed to make sure 
they preserve incentives for employment and self-
improvement.

Together, these two reports portend a chal-
lenging future for the job market. Still, they suggest 
some credible ideas for improvement.                      CJ

 Michael L. Walden is a Reynolds Distinguished 
Professor at North Carolina State University.
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The Sad Plight of the Father of the Bride

EU’s Woes Could Portend Problems for U.S.

ANDY
TAYLOR

It wasn’t supposed to be this way. 
When Jean Monnet and Paul-Henri 
Spaak conceived of the European 

Economic Community in the mid-
1950s, they may not have wanted a 
European superstate. But surely they 
would have approved of the 1992 
Maastricht Treaty that bound the 
continent tightly and established the 
euro. They would 
have liked the 1985 
Schengen Agree-
ment that allowed 
for the free flow of 
people within the 
European Union. 

Open trade, 
few internal bar-
riers to migra-
tion, a common 
and international 
reserve currency, 
cultural col-
laboration, and social harmony today 
characterize the European project they 
initiated. And until a few years ago, it 
was going swimmingly. Now many of 
the European Union’s 27 members are 
faced with crushing public debt and 
huge borrowing costs that make, for 
several of the 17 that use the mon-
etary system, exit from the euro very 
tempting. All are looking at years of 
economic stagnation, political turmoil, 
and a general lack of confidence in the 
future.

What went wrong? Quite a lot. 
First, the euro was predicated on 
faulty assumptions. Monetary union 

without fiscal discipline was bound 
to cause problems sooner or later. 
Growth in such a large and diverse 
system inevitably is uneven. Strug-
gling countries want lower interest 
rates and expansions in the money 
supply, while those doing well desire 
the opposite to avoid excessive infla-
tion. Cultural differences play a role, 
too. Southern Europeans are used to 
devaluing their way out of problems; 
the Germans were so scarred by the 
role the mark’s rapid decline played 
in Hitler’s rise to power they shudder 
at the thought of even small increases 
in prices.

Take away national central 
banks’ ability to manipulate monetary 
policy, and governments must rely on 
fiscal solutions. We know how good 
individual EU countries are at coming 
up with those. Huge debt burdens as 
a result of large welfare states mean 
most of them neither can cut taxes nor 
increase spending to stimulate expan-
sion. 

Second, most western European 
countries have tremendous “legacy” 
costs, financial liabilities in the form 
of future payments into public pen-
sion and health care programs. Some 
governments made generous promises 
to workers, particularly in the public 
sector. Demography is another con-
tributor. Most EU countries will have 
about two workers per retiree in 2040; 
the United States will have three. Re-
gardless, France and Germany report-
edly have committed future resources 

to government pension funds that 
exceed 450 percent of GDP.

Third, excessive regulation is 
crippling European industry. Compar-
ative national studies are not always 
reliable. But a good rule of thumb is 
that regulation costs European busi-
nesses about twice as much as it does 
their American counterparts.

Finally, Europe has a population 
crisis. Germany, its economic pow-
erhouse, is projected to lose about 10 
million people by 2050. The popula-
tions of countries like France and Italy 
essentially will stagnate. Compare this 
to the United States, which is pre-
dicted to grow by about one-third by 
the middle of the century, to approxi-
mately 425 million.

It’s not just the number of 
people. Europe’s population is gray-
ing rapidly, adding to its pension and 
health care challenges. Its immigra-
tion model also threatens economic 
health. The U.S. generally has done a 
good job recruiting talented and pro-
ductive people in the prime of their 
lives who accept liberal democratic 
values. At least until very recently 
— and as a product of their imperial 
histories, geography, and policies — 
many European countries admitted 
a disproportionately large number of 
migrants from Africa and the Middle 
East, men and women whose cultural 
and religious values are incompatible 
with and sometimes hostile to modern 
Western life. Many of these immi-
grants were unskilled and came with 

extended families — young children 
and elderly relatives who consumed 
social services and did not add much 
economic value.   

Could this happen to us? There 
are significant differences in the basic 
situations, of course. U.S. policymak-
ers have much greater control over 
economic outcomes. We are lucky 
the dollar is the world’s currency so 
we hardly pay conversion costs for 
international transactions, and, as 
bond yields reveal, the federal govern-
ment spends very little to borrow and 
service its debt. 

But there are warning signs. 
At just over 100 percent of GDP, U.S. 
public debt is greater than that of 
France, Germany, and Spain. Rather 
than investing in critical public goods 
like infrastructure and education, 
policymakers are plowing resources 
into welfare programs that incentiv-
ize behavior with little social value. 
Regulation, which sometimes is neces-
sary and can be beneficial if employed 
intelligently, has become a tool of 
political retribution. Debates about 
immigration rarely consider the host 
country’s interests.

Fortunately, warning signs are 
not self-fulfilling prophecies. Unless 
we change our ways, however, they 
might seem remarkably prescient. CJ

Andy Taylor is a professor of politi-
cal science in the School of International 
and Public Affairs at N.C. State Univer-
sity.

I’ve been going to a lot of wed-
dings this summer. I’ve learned 
that being the father of the bride 

is very much like being a taxpayer in 
North Carolina. You hear about big 
plans, and you’re told what you think 
is important, but it 
isn’t. Your job is to 
pay for everything.

It starts out 
with a set of events 
you have little 
control over. You 
may have been 
asked for your 
permission or not. 
It doesn’t matter. 
The event is mov-
ing forward. There 
may be a budget; 
but again, that 
doesn’t matter. Whatever it is, they 
will exceed it, and you will pay it. 

As plans get under way, you 
deal directly with the bride and her 
mother, but the stakeholders in the 
event quickly grow. Soon, there is 
your mother-in-law, your mother, the 
groom’s mother, a florist, a caterer, 
bridesmaids, and people you don’t 
even know. They will confer, make 

deals, and come up with a package 
that makes them happy. You will not 
be included in any of these decisions. 
But you will pay for all of them.

You know several other girls 
who are planning weddings. Georgia 
and Virginia think they can compete, 
so it’s important that you outdo them, 
you are told. Your bride has incom-
parable natural 
beauty, so the 
$5,000 wedding 
dress is worth 
every penny. An 
open bar and 
a live band are 
musts to enter-
tain the movers 
and shakers in 
your town.  The 
premier venue, 
valet parking, and imported flowers 
will impress the out-of-towners. In the 
long run, this extravagance will help 
you boost your business connections, 
you’re told. 

Following the ceremony, you 
can’t have anyone going away hungry, 
can you? Someone suggests a carving 
station. Perhaps ham. Or roast beef. 
You suggest meatballs — they’ll get 

the job done and make a more eco-
nomical choice for so many guests. 
They agree: Meatballs it is. AND the 
carving stations for ham and roast 
beef. Oh, yeah, the groom’s family 
is from Chapel Hill, so a couple of 
vegetarian selections are on the menu. 
And speaking of the groom’s family, 
they’ve added 50 guests to the list.

More deci-
sions are made; 
you write more 
checks. Your bank 
account is empty, 
your savings have 
been depleted, 
and you’ve taken 
out another loan. 
The big day is just 
weeks away. You 
think the worst is 

over.
Then the bride wants to go over 

the rules. Rules? There are rules, too? 
Well, you have to wear a tuxedo. 
You don’t want to wear a tuxedo. 
It’s uncomfortable, it’ll cost another 
couple hundred bucks, and you have 
a perfectly good suit. The bride says a 
study conducted across Southeastern 
states found that all summer wed-

dings require a tuxedo, and that’s that. 
You aren’t allowed to drink too much, 
have to dance with sweaty Aunt Ber-
nice, and give a speech declaring all of 
this has been a pleasure for you.

You’ve finally had enough. No, 
you say. The rules are stupid, and I’m 
not going to comply. The mother of 
the bride calmly informs you that you 
don’t have to do anything you don’t 
want to. But if you don’t comply with 
the rules, there are penalties you will 
pay. You have lived with this woman 
your entire adult life and, on occasion, 
have paid a penalty. It slowly sinks in 
that, like it or not, you will be comply-
ing with the rules.

Having spent all your money 
and obeyed all the rules, you realize 
you’re never going to get that fishing 
boat you’d been saving for but have 
high hopes for the newlyweds. You 
hope things don’t turn out like they 
did for that couple up the street who 
live in that weird house, the Solyn-
dras. Nasty divorce. 

And I hear her father spent a 
bundle on that wedding.                     CJ

Becki Gray is vice president for out-
reach at the John Locke Foundation.

BECKI
GRAY

It’s tough
trying to 

keep up with
the Solyndras
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Duke Energy Develops Novel Opt-In Fund Repayment Plan (a CJ Parody)

An Investment Plan For N.C.’s Economic Recovery
The ongoing debate in Washington and the upcoming national 

campaigns for president and Congress will offer plenty of opportuni-
ties for pro-growth politicians to craft, explain, and sell reforms of the 
federal budget, federal taxation, federal regulation, and federal agen-

cies and programs.
In the new book Our Best Foot Forward: An 

Investment Plan for North Carolina’s Economic Re-
covery, John Locke Foundation President John Hood 
tells North Carolina’s policymakers and citizens that 
economic policy is not the exclusive domain of presi-
dents, federal lawmakers, or the Federal Reserve. 
States and localities can play critical roles in econom-

ic policy — for good or for ill.
We invite you to read and share this plan for our state’s recovery 

with your family, friends, and co-workers. Go to http://johnlocke.org 
for more information. 

John Hood

The John Locke Foundation, 200 W. Morgan St. Suite 200, Raleigh, NC, 27601
919-828-3876 • JohnLocke.org • CarolinaJournal.com • info@johnlocke.org

By r.K. Watt
Enegry Correspondent

RALEIGH

Duke Energy chief executive Jim 
Rogers has devised a plan to 
allow customers to help pay 

for the company’s controversial $45 
million severance payment to former 
Progress Energy chief Bill Johnson and 
its $10 million loan guarantee for the 
Democratic National Convention. 

“I have stated several times we 
don’t expect customers to pay for these 
decisions, but I also have heard from 
shareholders, and they don’t want to 
pay for them, either,” Rogers said in 
a July 10 exclusive interview after his 
testimony to the North Carolina Utili-
ties Commission. 

Under the plan, beginning with 
their October electric service bills, cus-
tomers will have the option of contrib-
uting $5 per month to the Bill Johnson 
Golden Parachute Fund or the Demo-
cratic National Convention Shortfall 
Fund. 

“It is a done deal that Johnson is 
out, and this is a way for customers of 
the newly merged company to show 
how much they trust me,” Rogers said. 

Rogers also is a member of the 
DNC Host Committee and has pledged 
a $10 million Duke Energy loan guar-
antee toward the convention’s goal 
of raising $36 million for Charlotte to 
serve as host of the 2012 convention. 

“The DNC fundraising is way be-
hind,” he said. “I am predicting Duke 
Energy will have to cover a $10 million 
loss for this event.” 

The commission gave final ap-
proval July 2 to the merger between 
Charlotte-based Duke Energy and Ra-
leigh-based Progress Energy, creating 
the nation’s largest public utility. The 
merger plan specified that Johnson 
would become CEO of the new com-
pany. 

But within hours of the approved 
merger a newly configured Duke En-
ergy board of directors voted to fire 
Johnson and install Rogers as CEO of 

the merged companies. Rogers said 
that Johnson was a “control freak” and 
didn’t fit well into the culture of the 
Charlotte business community.

Caught off-guard and embar-
rassed by Rogers’ apparent overthrow 
of Johnson, the Utilities Commission 
held special hearings in July, question-
ing Rogers, Johnson, and some board 
members.

“We know we were scammed, 
and our investigation is mostly for 
show, but we now have one big power 
company unifying North Carolina,” 
commission member Susan Rabon told 
CJ.

Rogers said that cash-strapped 
electric service customers who want to 
support either the Johnson buyout or 
the DNC loss can participate through a 
new peak load restriction program. 

“It’s similar to that little box you 
can check on your state and federal 
taxes if you’re dumb enough to want 
to pay for someone’s political cam-
paign,” Rabon explained.

For those electing this option, 
Duke Energy will install a remote-con-
trol device on the customer’s electric 
meter allowing the company to cut off 
electric service to the customer for 30 
minutes between the hours of 6 p.m. 
and 7 p.m. two nights a week selected 
at random by Duke officials. 

Customers would receive a $1 
credit for each cutoff event, Rabon 
said. The credits will not reduce the 
customer’s bill, but they will be con-
verted to cash through a Peak Energy 
Mitigation Bank operated by the util-
ity. The cash would be applied to the 
customer’s chosen payoff program. 

The new “smart meters” that will 
be used can tell Duke Energy officials 
what television programs a customer 
happens to be watching, but officials 
said this information would never be 
consulted.

Rogers told CJ the Utilities Com-
mission approved the mitigation pro-
gram last year, but acknowledged “the 
concept is a bit complicated.”      CJ

This opt-in form soon will begin appearing on bills for Duke Energy customers. (CJ 
spoof graphic)

Yes, I want to help!

 Please enroll me as a monthly donor to the Bill Johnson 
Golden Parachute Fund.

 Please enroll me as a monthly donor to the Democratic 
National Convention Shortfall Fund.

 I do not wish to donate to either one of these funds. By 
declining, I understand that periodic power outages do occur, 
many of them during key games of the ACC basketball season. 
I understand that these are acts of God and that I should not 
hold Duke Energy responsible.


