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Southport Port Proposal Spurs Opposition

Salt War Could Victimize Country Hams

By Sara BurrowS
Associate Editor

RALEIGH 

If the food police get their way, 
North Carolinians can kiss their 
country hams, bacon, and fresh 

Bright Leaf hot dogs goodbye. These 
Southern specialties might not disap-
pear altogether, but, if the health agen-
cy’s crusade against salt is successful, 
they never would taste the same again. 

The Washington Post reports that 
the Food and Drug Administration 
plans an unprecedented effort to re-
duce gradually Americans’ salt con-
sumption. 

In April, the Institute of Medicine 
advised the FDA to lower the recom-
mended daily intake of sodium for 
individuals from 2,300 milligrams to 

1,500 mg. It also recommended set-
ting maximum legal limits on salt in all 
packaged and restaurant foods. 

The plan is “to slowly ratchet 
down the sodium level, so people 
won’t notice the change,” said Christi-
na DeWitt, a food scientist on the IOM 
advisory panel. 

Still, critics of the proposal argue 
that, in isolation, limiting salt in the 
diet may not improve public health. 
Jacob Sullum, senior editor at Reason 
magazine, says there’s little evidence 
linking low-salt diets to a reduced inci-
dence of high blood pressure or cardio-
vascular disease.

Sullum cites a February 2009 New 
York Times op-ed column by Michael 

Reducing salt content
threatens signature
North Carolina foods

By Don Carrington
Executive Editor

SOUTHPORT

Nearly five years have passed 
since the North Carolina State 
Ports Authority bought 600 

acres near Southport to build a $3 bil-
lion project it calls 
“America’s next 
great port.” 

Project boost-
ers are confident 
the port will be 
built even though 
at least five more 
years of study will 
pass before con-
struction might 
begin. The next 
study phase is on 
hold pending a 
commitment from the administration 
of Gov. Bev Perdue.

The authority claims the project 

will support over 400,000 jobs, generate 
additional state and local tax revenues, 
and “offer convenience to millions of 
U. S. consumers and businesses.”  

The project has attracted signifi-
cant opposition from NoPort South-
port, a nonprofit established to oppose 
it actively. A study commissioned by 
NoPort Southport questions the ability 

of a new port to handle enough traffic 
to make it viable commercially when 
the nearby Wilmington port, also 
owned by the state, is being expanded.  

Moreover, the proximity of the 
proposed port to Progress Energy’s 
Brunswick Nuclear Plant has raised 
concerns about both the plant’s secu-
rity and potential emergency access to 

the facility if freight trains servicing 
the port were to stall or derail.

Perdue is aware of the opposi-
tion. “While she 
supports the con-
cept of a port that 
could bring thou-
sands of jobs to 
North Carolinians 
and have a sig-
nificant economic 
impact, she also 
insists that signifi-
cant public input 
is crucial before 
moving forward 
with building the 
port. This is a di-

visive issue, and both sides deserve to 
be heard,” Perdue Communications 
Director Chrissy Pearson told Carolina 
Journal.

Officially named the North Caro-
lina International Terminal (NCIT), the 
idea was launched in 2005 when the 
Ports Authority learned that an un-
developed 600-acre site on the Cape 
Fear River was for sale. It acquired the 
property in early 2006 for $30 million, 
even though it had no study justifying 

Commercial viability,
adjacent nuclear plant
cited as concerns

Tom Eagar, CEO 
of the N.C. Ports 
Authority, says 
project too big 
to fail

Mike Rice did an 
assessment of the 
project for the No-
Port group

The NoPort Southport steering committee meets recently in Southport to plan strat-
egy in their opposition to the proposed port project. (CJ photos by Don Carrington)

Continued as “Proposal,“ Page 14

Continued as “Salt,“ Page 15
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N.C. Seeks to Operate High-Risk Insurance Pool
By Karen MCMahan
Contributor

RALEIGH

Even though federal officials predict that funding could 
run out as early as 2011, North Carolina is one of 29 
states announcing plans to operate a federal high-risk 

insurance pool. 
The federal health care law passed this year appropri-

ated $5 billion to set up temporary high-risk pools by July 1. 
These pools will cover individuals with pre-existing medi-
cal conditions who otherwise would have to wait until 2014 
to be covered by the health insurance exchanges created by 
the law.

In April, U.S. Health and Human Services Secretary 
Kathleen Sebelius told state governments they had until the 
end of that month to decide whether to create a federal high-
risk pool, operate a fed-
eral pool in conjunction 
with an existing state 
pool, or opt out entirely. 
North Carolina stands 
to collect $145 million of 
the $5 billion in federal 
funds allocated for the 
pools.

Governors from 
18 states opted out. The 
governors cited as rea-
sons not to participate 
their concerns that the 
program represents an-
other unfunded federal 
mandate that would 
strain state budgets fur-
ther and leave taxpay-
ers liable to repay any 
resulting deficit, along 
with the complexity of 
establishing the pools 
and the lack of clear 
guidelines from HHS on how to operate them.

Among the states opting out were nearby South Caro-
lina, Tennessee, Georgia, and Virginia.

Critics of the state’s decision wonder why North Caro-
lina would choose to operate a federal pool and gamble on 
widening its existing budget gap when the state already has 
its own high-risk pool. Moreover, HHS has told governors 
the department will guarantee coverage in any state that 
opts out.

Since Jan. 1, the North Carolina Health Insurance Risk 
Pool has been providing individual health insurance cover-
age to those who lack access to an employer health plan or 
who face higher premiums because of a pre-existing medi-
cal condition. Individuals also qualify if they have exhaust-
ed their COBRA continuation coverage, are eligible for the 
Health Coverage Tax Credit under the Trade Adjustment 
Assistance Program, or are at least 55 years old and receive 
benefits from the Pension Benefit Guaranty Corporation.

In a phone interview, Michael Keough, executive di-
rector of Inclusive Health, the nonprofit organization that 
administers the state’s high-risk pool, was asked about the 
decision to operate a federal high-risk pool alongside the 
state pool in the current fiscal climate.

“Actually, the state hasn’t decided to participate yet,” 
Keough said, but instead has sent a “letter of intent” to enter 
discussions with federal officials. In May, the state received 
guidelines and a Request for Proposal from HHS, asking of-
ficials to address how they plan to meet the federal require-
ments. Perdue has asked Keough’s organization to lead the 
state’s response.

Under the current state plan, Keough said, risk pool 
premiums range from 150 percent to 200 percent of the stan-
dard rates that individuals who do not have a pre-existing 
condition now pay. Enrollees pay an average monthly pre-
mium of $600. As of Jan. 1, 2010, enrollees in the state pool 
face a one-year waiting period for a pre-existing condition, 

Keogh said, but 80 percent of individuals aren’t affected by 
that requirement because they had creditable coverage prior 
to enrolling in the pool.

To qualify for the federal pool, individuals must have 
been uninsured for at least 6 months and have a pre-existing 
medical condition, but they would pay almost the same rate 
as the standard one paid by individuals without a pre-ex-
isting condition. So enrollees in the federal pool would pay 
as much as 50 percent less than those in the state pool, and 
an individual’s out-of-pocket expenses would be capped at 
$5,950.

How would the state resolve these differences? “We 
don’t know yet,” Keough said, “but state enrollees may sim-
ply not be able to participate in the federal plan until the 
insurance exchanges are created in 2014.”

In a May 12 Forbes article, health care industry analyst 
Thomas Tobin projected 
the state high-risk pools 
would require roughly 
$40 billion, rather than 
the $5 billion set aside 
by Washington. Joe Co-
letti, director of health 
and fiscal policy stud-
ies at the John Locke 
Foundation, said Tar 
Heel taxpayers would 
foot the bill should the 
expected shortfall occur.

Responding to 
critics’ concerns about 
a possible shortfall, Ke-
ough replied, “I don’t 
see that as an issue. 
We’ve instituted mecha-
nisms to manage costs, 
for example, like reim-
bursing providers at 
Medicare rates and lim-

iting coverage of specialty drugs to $100,000 a year.”
NCHIRP receives revenues from four main sources, 

Keough explained. The largest source is premiums paid by 
enrollees. Another 30 percent comes from a portion of the 
annual increase in insurance premium taxes paid by pro-
viders, and $750,000 annually comes from the state health 
fund. The final source is a one-time, nonrecurring $5 million 
grant provided by the tobacco settlement funds to set up a 
reserve fund.

Keough admitted that the ongoing recession has re-
duced tax collections from insurers. But he reiterated his 
assertion that a revenue gap would be unlikely. Should a 
shortfall occur, Keough said the pool would have to freeze 
enrollment, raise premiums, or require higher cost-sharing.

What would this mean to the groups in North Caro-
lina who both lobbied for the state to establish its own high-
risk pool and pushed for the federal health care law?

“Our concern all along has been to advocate for greater 
access for the disabled,” said Abby Carter Emanuelson, di-
rector of public policy for the Eastern North Carolina Chap-
ter of the National Multiple Sclerosis Society. “The North 
Carolina plan will provide a single portal, and clients can 
make a choice between the two plans based on what is best 
for their situation.”

As of Jan. 1, 2010, Inclusive Health began offering a 
referral fee to insurance agents/brokers who provide infor-
mation to individuals about the state’s high-risk pool. The 
fee, ranging from $150 to $200 per policy, is paid only if the 
applicant is approved for and maintains an active policy 
with Inclusive Health.

While agents would have to wait up to a year before col-
lecting the referral fee, Coletti said he was concerned it could 
serve as an incentive for agents to push people from a private 
plan toward a government one, even though North Carolina 
law prohibits unfair referrals to the high-risk pool.                   CJ

HHS Secretary Kathleen Sebelius, left, President Obama, center, and 
House Speaker Nancy Pelosi embrace after the health care reform bill 
was passed in December. (White House photo)
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Iffy Investments, Excessive Spending Drain State’s Escheat Fund

Visit the new-look 
Carolina Journal Online
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By Sarah oKeSon
Contributor

RALEIGH

In 2005, then-state Treasurer Rich-
ard Moore persuaded the General 
Assembly to let him invest up to 

20 percent of a $600 million  fund that 
underwrites need-based college schol-
arships into riskier-than-usual invest-
ments, including stock, real estate, and 
alternative funds.

The investments by the Escheat 
Fund have gone sour, and as legisla-
tors continue to raid the principal of 
the fund for scholarships, current Trea-
surer Janet Cowell has warned that the  
fund could go broke by 2012 unless 
the General Assembly turns down the 
spigot.

What’s the Escheat Fund?
The Escheat Fund collects un-

claimed property from residents such 
as bank accounts, utility deposits, 
and stocks and bonds that have been 
turned over to the state. The state gets 
about $100.5 million in unclaimed 
property a year and pays out about $39 
million to people reclaiming the mon-
ey that’s due to them. North Carolina 
has no limit on how long people have 
to reclaim their property. The fund in-
creased to $686 million in 2007, but is 
projected to drop to about $405 mil-
lion this fiscal year as legislators have 
drained the principal of the fund to off-
set rising college costs. 

Moreover, the selection of invest-
ments Moore made with Escheat Fund 
money has drawn scrutiny.  The for-
mer treasurer, who had full authority 
to invest the money, said he was try-
ing to spur economic development and 
create jobs. Yet he invested it largely in 
funds connected to people who had 

donated about $160,000 to his cam-
paign from 2004 to 2008. 

Those firms included Franklin 
Street Partners, which got $30 million, 
and whose employees and other peo-
ple connected to the firm had contrib-
uted at least $65,500 to Moore’s cam-
paigns. 

NC Idea, an organization devot-
ed to fostering economic development 
in North Carolina and run by the son 
of Franklin Street Partners Chairman 
Emeritus Paul Rizzo, got more than 
$2.4 million. The chairman of NC Idea, 
David Rizzo, donated $750 to Moore’s 
campaigns.

Moore won a second term as trea-
surer in 2004. In 2008, he ran for the 
Democratic nomination for governor 
and was defeated in the primary by 
then-Lt. Gov. Bev Perdue.

When the 2005 legislation passed, 
the General Assembly’s fiscal research 
division estimated that the change in 
investments could boost annual in-
vestment income by about 10 percent. 
But most of Moore’s investments in 
this fund have not done well. Franklin 
Street’s investment is down about 1.8 
percent since it was started. The invest-
ment in NC Idea has dropped by about 
22 percent. In comparison, the Escheat 
Fund’s long-term investments, which 
were in bonds, have gone up by about 
5.8 percent over the past five years.

In all, about $93.5 million was in-
vested in real estate, equity, and alter-
native investments as of June 30, 2009 
— and at that time, those investments 
were valued at $67.9 million.

Political calculation?
“Richard was only interested in 

making friends for his campaign for 
governor,” said Charles Heatherly, a 
former deputy state treasurer. “What 
happened after that, he didn’t care.”

Moore has not returned repeated 
phone calls from Carolina Journal.

Bill Thompson, president of 
Franklin Street Partners, referred ques-
tions about the Escheat Fund to the 
state treasurer’s office. David Rizzo 
did not return calls from CJ.

State Sen. David Hoyle, who co-
chairs the Senate Finance Committee, 
said the Escheat Fund has been an im-
portant source of money for financial 
aid.

“There’s no reason in tough finan-
cial times to leave a half-billion dollars 
sitting around unused,” he said.

Cowell, however, has warned 
that the fund may soon go broke. In 
2009, she told legislators that, to be 
sustainable, there should be at least 
$200 million in the Escheat Fund. Leg-
islators could maintain that level by 

cutting annual need-based financial 
aid for the University of North Caro-
lina system in half — from about $125 
million to $60 million. Even with those 
reductions, the Escheat Fund would 
still decline to a projected $203 million 
in 2015. 

Lawmakers and Perdue seem 
disinclined to heed Cowell’s warning.

Shirley Ort, UNC-Chapel Hill as-
sociate provost and director of the Of-
fice for Scholarships and Student Aid, 
said the governor’s proposed budget 
would increase need-based financial 
aid.

“I don’t have anything that proj-
ects a reduction because we don’t know 
what they’re going to do yet,” Ort said. 
“There is a very high level of support 
in this state for need-based aid, so we 
remain optimistic.”

Loan to Global TransPark
The Escheat Fund also loaned 

more than $20 million to the troubled 
Global TransPark project. The princi-
pal and interest on the loan now ex-
ceed $37 million — and the TransPark 
has no realistic chance of repaying 
any of the money any time soon. (See 
“TransPark Broke With No Way To Re-
tire Debt,” March CJ.)

The General Assembly passed 
legislation last year extending the due 
date to Oct. 1, 2011. The bill also re-
quired the GTP Authority to prepare a  
proposed schedule of repayment to the 
House and Senate appropriations sub-
committees on transportation by May 
15. At press time that report had not 
been made.

Rep. Mickey Michaux, senior 
chairman of the House Appropriations 
Committee, said the state will not rely 
as much on the Escheat Fund in the fu-
ture.  

“We’re not going to go through it 
[the Escheat Fund] as much as we have 
in the past,” Michaux said.

The state is looking for new sourc-
es of money for scholarships. About 
$26 million in excess lottery revenue 
would go toward college scholarships 
under the proposed Senate budget 
plan. Over the last three years, lottery 
revenue has provided more than $107 
million in scholarships for students.

Undergraduate and graduate stu-
dents at public and private colleges in 
North Carolina received $464 million 
in grants and scholarships from the 
state for the 2008-09 school year. When 
final numbers for the  2009-10 school 
year are available, grants and scholar-
ships are expected to be $493 million.

“[The Escheat Fund] is a finite 
fund, and I think legislators are very 
aware that at the rate they’ve used it 
the last few years, they can’t sustain 
that,” said Steven Brooks, the execu-
tive director of the State Education 
Assistance Authority.                     CJ
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N.C. Briefs Perdue, Lawmakers Tangle Over Bridges
By Sarah oKeSon
Contributor

RALEIGH

Nearly 30 percent of North Carolina’s bridges show 
significant deterioration or don’t meet current de-
sign standards, reports a recent study by a Wash-

ington, D.C.-based nonprofit group.
A March study by The Road Information Program 

(TRIP), a nonprofit that researches transportation issues, 
says the state’s bridges are likely to worsen at current fund-
ing levels. The state Department of Transportation estimates 
it needs to replace 400 bridges a year to reduce the number 
of structurally deficient bridges. NCDOT can replace only 
about 100 bridges a year with its current funding.

Brad Wilson, chairman of the N.C. 21st Century Trans-
portation Committee, created by the General Assembly in 
2007 to study transportation matters, said the amount of 
money funding 
road and bridge 
improvements is 
decreasing even 
as more motorists 
are on the road and 
people drive more. 
Roughly 80 percent 
of bridge and road 
improvements are 
funded by fuel 
taxes and vehicle 
registration and 
title fees. As vehi-
cles become more 
fuel-efficient, that 
source of funding 
is dropping.

“Until we as 
a state recognize 
that the revenue 
model we have is 
insufficient, we 
are just going to 
fall further and 
further behind,” 
said Wilson, who 
is the CEO of Blue 
Cross Blue Shield 
of North Carolina.

Gov. Bev Per-
due has asked the 
General Assem-
bly to create a N.C. Mobility Fund to help pay for some of 
the road and bridge improvements. Funding would come 
from a $7 increase in car registration fees and a 25 percent 
increase in the fees insurance companies pay for copies of 
driver’s license records.

But David Hartgen, an emeritus professor of transpor-
tation studies at the University of North Carolina at Char-
lotte, said the numbers in the TRIP report about the number 
of bridges the state needs to replace each year are wrong 
and that there isn’t a need for the Mobility Fund.

“She’s wrong,” Hartgen said of Perdue. “[State Trans-
portation Secretary] Gene Conti knows this. Gene Conti 
knows the numbers are wrong.”

Hartgen, who analyzed a slightly different database 
than the one used by TRIP, said the percentage of deficient 
bridg es in North Carolina has improved — from almost 42 
percent in 1990 to about 30 percent in 2008.

“It’s simply a myth to say that the infrastructure is fall-
ing apart,” Hartgen said. “These are basically what I would 
call screamers. The whole purpose of the report is to push 
money into the highway system.”

The state Senate apparently is dubious of Perdue’s 
proposed Mobility Fund. The 2010-11 budget passed by the 

Senate does not include provisions for the Mobility Fund. 
The House could restore the fund when it approves the 
budget, which was pending at press time.

Frank Moretti, the director of policy and research at 
TRIP, said he got the estimates for how many bridges North 
Carolina needs to replace each year from NCDOT officials.

“We sent them a survey, and they provided the infor-
mation,” Moretti said. “Our reports reflect the best data we 
can find.”

Lacy Love, the director of asset management for the 
department, said the percentage of deficient bridges may 
have fallen because the state has built new ones, increasing 
the total number of bridges statewide.

“We are going to have a lot more bridges due to be 
replaced than we are doing now,” Love said.

The TRIP report listed 22 bridge projects totaling $889 
million that need an increase in state or federal funding .

They included 
the four-lane Inter-
state 85 bridge over 
the Yadkin River’ 
which was built in 
1955 and is used 
by 60,000 vehicles 
a day, and the Bon-
ner Bridge, which 
provides the only 
highway access to 
Hatteras Island and 
is rated a 4 on a scale 
of 1 to 100, with 100 
being safest.

Perdue told 
U.S. Secretary of 
Transportation Ray 
LaHood in February 
that she was disap-
pointed that North 
Carolina received 
only $10 million 
in federal dollars 
for the $330 mil-
lion Yadkin River 
project. That project 
is scheduled to be 
completed in 2013.

“I have heard 
that she let her opin-
ions be known,” 
said Greer Beaty, an 

NCDOT spokeswoman. “It was our No. 1 project.”
Olivia Alair, a spokeswoman for the U.S. Department 

of Transportation, said the agency had more than 1,400 ap-
plications for the 51 projects, including the Yadkin River 
bridge, that received funding.

“Anyone who got funding was among the best proj-
ects we saw,” Alair said.

NCDOT had to break the Yadkin River bridge proj-
ect into two pieces because of the arcane formula the state 
uses to fund road improvements. It received $10 million in 
federal funding and $31 million in state funds, with the re-
mainder being borrowed against future federal funds. The 
agency doesn’t know when it will do the second half of the 
project, widening I-85.

The American Recovery and Reinvestment Act pro-
vided about $735 million in stimulus funds for road and 
bridge improvements in North Carolina. About $52.8 mil-
lion of that will go toward 46 bridge projects.

Beaty said stimulus money went to projects consid-
ered shovel-ready or ready to be started soon.

 “They had to be ready to go, and they had 
to be finished in a certain amount of time,” Beaty 
said. “It takes a lot to design a bridge.”                  CJ

The Yadkin River bridge near Spencer is among a number of bridges in North 
Carolina that are in need of upgrading. 

Foxx, Burr score high
A Washington-based group 

advocating limited government has 
ranked North Carolina Rep. Virginia 
Foxx and Sen. Richard Burr, both 
Republicans, in its top tier of fiscally 
conservative lawmakers in 2009.

The Club for Growth’s latest 
congressional scorecard gave per-
fect marks to nine representatives 
and six senators on issues such as 
tax reform, free trade, and deregu-
lation. Foxx garnered 100 percent 
on the report and Burr 96 percent.

Foxx, who hails from the 
strongly Republican 5th Con-
gressional District, has earned a 
perfect ranking from the group 
two years in a row. Burr’s counter-
part, Democratic Sen. Kay Hagan, 
earned 6 percent on the scorecard.

Reps. Mike McIntyre, D-7th 
(35 percent); Larry Kissell, D-8th (31 
percent); and Heath Shuler, D-11th 
(27 percent) were the highest rank-
ing Democrats. All three lawmakers 
voted against the Obama adminis-
tration’s health care reform pack-
age passed by Congress in March.
 
 
NCGA weighs ‘Hunt-helds’

Senate lawmakers gave final 
approval May 20 to a $19 billion 
budget that includes a $15 million 
appropriation that likely would  
benefit an out-of-state company 
with ties to former Gov. Jim Hunt.

Hunt, a Democrat who served 
a record four terms as governor, is 
chairman of the board of advisers 
for Wireless Generation, an educa-
tion hardware-software company 
headquartered in Brooklyn, N.Y.

The Department of Public 
Instruction contracted with Wire-
less Generation in December 2009 
to provide support for schools 
participating in a pilot program 
created by the state that encourages 
teachers to use handheld diagnostic 
technology to help students learn.

The Senate budget proposal 
devotes another $15 million to the 
pilot program. On the Senate floor, 
Republicans tried to pass an amend-
ment that would have diverted $12 
million of the fund to school buses 
rather than the pilot program. It 
failed on a party-line, 20-29 vote.

“It doesn’t smell exactly 
right to me,” said Sen. Jerry Till-
man, R-Randolph, who offered 
the school bus amendment.

If the legislature gives final 
approval to the new funding, DPI 
would open the contract for com-
petitive bids from other companies, 
according to the General Assembly’s 
Fiscal Research Division.             CJ
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For Second Year, State Conducts Tax Reviews of Large Families
By DaviD n. BaSS
Associate Editor

RALEIGH 

For the second time in as many 
years, the North Carolina De-
partment of Revenue is forcing 

large families to cough up copies of 
their children’s birth certificates and 
Social Security cards or else forfeit 
their tax refunds.

There’s one difference: tax audi-
tors have doubled the number of fami-
lies up for review this year, reigniting 
anger from parents concerned that it’s 
just a money grab in tough budget 
times.

“I was really frustrated by the 
whole experience. It seems to just be 
a stall tactic,” said Jeanette Wilson, a 
homeschool mother of six. “The most 
frustrating part for me is that it seems 
the burden of proof is on me.”

Families of seven or more
The reviews, intended to ensure 

that taxpayers aren’t gaming the sys-
tem, kick in for families who claimed 
seven or more exemptions on their re-
turns. Carolina Journal first reported the 
new move in May 2009.

“The department has identified 
noncompliance trends among indi-
vidual income tax returns that claim 
higher numbers of exemptions and er-
roneous filing status,” said department 
spokesman Thomas Beam.

In addition to copies of Social 
Security cards and birth certificates, 
auditors have asked for copies of tax-
payers’ federal returns and statements 
indicating their relationship to, and the 
physical address of, all claimed depen-
dents.

Taxpayers who file as head of 

household also are required to provide 
a divorce decree or custody agreement 
and document “proper support” for 
dependents not living under their roof.

Families are required to submit 
the information within 30 days, or else 
their refund won’t be processed.

New families targeted
The Revenue Department tagged 

7,125 returns for review in 2009. Audi-
tors have upped the number to 14,356 
returns this year. By mid-May, the re-
view had saved $2.7 million in fraud-
ulent refunds from going out, Beam 
said.

“The number of exemptions 
claimed on the tax return is only one 
of the criteria used to determine if ad-
ditional information is necessary,” he 
said.

But that hasn’t stopped parents 
from claiming that the review is a way 
for a cash-strapped state to hang onto 
revenue as long as possible.

“The governor is using every le-
gal means at her disposal to delay tax 

refunds from going out,” said home-
schooling father John Walker.

Walker said his family has re-
ceived the tax review request two 
years in a row, but auditors canceled 
the second request after learning that 
his information was verified and on 
file.

Others question the usefulness 
of the approach. Jeff Tracy, a father of 
five, called the reviews a “capricious 
witch hunt.” 

“This is an extremely poor ap-
proach to catching fraudulent activity, 
since those committing fraud would 
have to be particularly bold or idiotic 
to fake so many exemptions that they 
couldn’t help but attract attention,” he 
said.

Lynn Young, a mother of 10 who 
is owed over $3,000 in state refunds, 
said the review is discriminatory be-
cause it targets taxpayers based on the 
number of kids they have.

“I can’t speak for them, but all 
evidence and all statements go to show 
that it’s just a delaying tactic,” she said.

Wilson said it should be irksome 

even for families that didn’t get a letter. 
“A large family is working even harder 
to make ends meet, and yet the state 
government can’t seem to manage 
money. It doesn’t seem just,” she said.

Tardy tax refunds
Similar to last year, the state has 

delayed tax refunds to help keep the 
budget scenario solvent. In an inter-
view with CJ last year, Revenue De-
partment Secretary Kenneth Lay said 
the review of high-exemption taxpay-
ers has nothing to do with the late re-
funds.

“They are two separate issues,” 
said Lay, a former Bank of America ex-
ecutive. “They are somewhat related, 
because it has to do with tax collection 
and refunds, but they are not directly 
related to each other.”

Last year’s tax season was the 
first time the state required filers to 
document their exemptions. The de-
partment plans to keep information 
obtained through the review on file, 
just as it does with traditional audits.

Review gets noticed
At least one state has expressed 

interest in mirroring North Carolina’s 
policy. In e-mail correspondence last 
year, a supervisor with the Kentucky 
Department of Revenue requested 
more information on the state’s review 
method, particularly which documents 
auditors requested to prove a taxpay-
ers’ dependents were legitimate.

Contacted by phone, depart-
ment spokesman Jerry McCarthy said 
he doubted Kentucky would pursue a 
similar review.

“We have a good compliance 
program, so I doubt anything will hap-
pen going forward,” he said.          CJ

The contents of the letter from the North Carolina Department of Revenue to families 
with five or more children.
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Administration Advances Plan to Take Over Private Pensions
By Karen MCMahan
Contributor

RALEIGH

In February, the U.S. Treasury and Labor depart-
ments jointly announced they were seeking 
public comment on proposed design changes to 

employer-sponsored 401(k) plans and individual re-
tirement accounts that would centralize the private 
pension system under structures created and admin-
istered by the government. 

Supporters say these changes are needed to en-
sure Americans save more for their retirement and 
have lifetime income options that prevent them from 
outliving their retirement fund, protecting them 
from market risk.

At stake for the millions of Americans with 
private retirement plans: Would they be able to con-
tinue making their own investment decisions?  Or 
would Congress mandate both investment options 
and distribution methods? Government Retirement 
Accounts also would prevent workers from owning 
their retirement savings fully, as they could bequeath 
only half of their remaining account balances to their 
heirs.

Take place of Social Security?
Government officials, labor unions, and some 

industry groups favor GRAs and mandatory annui-
tization. Under the proposal being discussed, work-
ers and companies alike would contribute a mini-
mum of 2.5 percent of pay, up to the Social Security 
earnings cap, to their GRA. In return, workers would 
be guaranteed a 3 percent return on their investment. 
This system would not replace Social Security, forc-
ing workers to contribute to both systems.

According to the Department of Labor, 61 per-
cent of all private-sector workers and 71 percent of 
all full-time private-sector workers had access to an 
employer-provided retirement plan in 2008, and an-
other 47 million households currently participate in 
IRAs. Proponents of a government takeover of the 
private pension system say the housing and financial 
crises have jeopardized retirement security and left 
Americans less trusting of the financial system.

However, a survey conducted in fall 2008, even 
as the financial crisis was unfolding, found strong 
support for the current system. The Investment 
Company Institute, a national association of U.S. in-
vestment companies that manage about 50 percent of 
the nation’s 401(k), 403(b), and IRA assets, surveyed 
3,000 households and reported nearly nine of 10 
rejected the idea that government, not individuals, 
should make retirement investment decisions. Even 
households without a 401(k) or IRA did not see a 
need for drastic changes to the private system.

Effect on private wealth
Government officials vociferously deny any 

intent to eliminate 401(k) or IRA investments in fa-
vor of a government-run system. Joseph Dewolk, a 
spokesperson for the U.S. Department of Labor, told 
CJ it’s inaccurate to say they’re looking to convert 
IRAs or 401(k)s to a government-run plan. “I would 
refer you to the ‘Request for Information’ because it’s 
just that, a series of questions to gather input from 
the public and others about our proposed rules. It’s 
about making sure Americans can make their sav-
ings last.”

The “Request for Information Regarding Life-
time Income Options for Participants and Benefi-
ciaries in Retirement Plans,” posted to the Federal 

Register in February, was open for public comments 
until May 3. So how do Americans find out when an 
issue is up for public comment?

When questioned about the transparency of the 
public comment system, Dewolk said, “Well, a lot of 
people did know, and they commented on the web-
site.” Sandra Salstrom, a spokeswoman for the De-
partment of Treasury, told CJ that “it’s [the Request 
for Information] on the Federal Register so anyone 
can read it and comment. Apparently, 700 people 
cared enough to make a comment.”

As CJ first reported in November 2008, the 
House Committee on Education and Labor has held 
several hearings since early 2008 on strengthening 
pensions. Teresa Ghilarducci, professor of economic 
policy analysis at the New School of Social Research 
in New York, is among those advocating Congress 
to remove favorable tax treatment for 401(k)s, which 
opponents say essentially would eliminate any rea-
son for companies to offer these plans, and instead 
offer GRAs.

Federal Retirement Board
In a statement to the committee on Feb. 24, 

2009, John Bogle, founder and former CEO of The 
Vanguard Group, pushed for a new defined contri-
bution plan in the private sector overseen by a new 
independent Federal Retirement Board. “If we want 
to encourage and maximize the retirement savings 
of our citizens, we must drive the money changers 
— or at least most of them — out of the temples of 
finance.” 

But others, including Paul Stevens, president 
and CEO of Investment Company Institute, said the 
government should “not favor one solution over oth-
ers, but should nurture a robust and transparent mar-
ket where innovative products can be developed and 
understood by retirees.” (For details of testimony, 
see http://edlabor.house.gov/hearings/2009/02/
strengthening-worker-retiremen.shtml.) 

Two reports referenced in recent committee 
hearings and the U.S. Labor and Treasury depart-

ments’ joint RFI discussed government-run options. 
The Annual Report of the White House Task Force 
on the Middle Class, released in February, strongly 
favors automatic IRAs, annuitization, and GRAs. A 
July 2009 Government Accountability Office report 
on private pensions prepared for the House commit-
tee details the advantages and trade-offs of alterna-
tive retirement options currently under consider-
ation.

One option would be the Universal 401(k) 
Plan giving every worker, including part-time em-
ployees and recent hires not yet eligible for an em-
ployer-sponsored plan, access to a government-ad-
ministered defined contribution retirement savings 
account. Workers would be enrolled automatically 
unless they opted out.

The Guaranteed Retirement Accounts plan pro-
poses a mandatory system with both defined benefit 
and defined contribution features. The report makes 
it clear in footnote 79 that this system would work 
only if everyone has to participate: “A mandatory re-
tirement system cannot ensure 100 percent coverage 
if certain groups, such as very low-income workers, 
are exempt from the mandate.”

Some warnings
The report also warns that requiring workers 

and employers to contribute to any type of pension 
plan would increase the costs and divert funds from 
other uses, such as employers’ business expenses 
and workers’ basic necessities. Under such a scenar-
io, employers might have to reduce compensation 
to employees, disproportionately affecting lower-
income workers and small businesses.

An annuity is the investment vehicle most fa-
vored by many government officials. However, the 
GAO report says that forced annuitization is prob-
lematic because annuitants who die early in their re-
tirement would not realize much benefit, would no 
longer have access to their assets in the event of an 
emergency, and generally could not leave a bequest 
to their heirs.

Finally, the report concludes that any central-
ization or nationalization of the private pension sys-
tem, especially one that guaranteed a rate of return, 
“may be a costly and complex effort that requires 
new regulatory and oversight efforts. These costs 
could be passed on to workers, employers, and tax-
payers in general.”

Strong opposition
In a letter sent to the Department of Labor and 

Department of the Treasury, Republicans expressed 
strong opposition to any attempt to eliminate or fed-
eralize private-sector IRAs or 401(k)s. Alexa Mar-
rero, spokeswoman for Republican members of the 
House Education and Labor Committee, told CJ that, 
while she’s unaware of any specific timeline, the 
administration’s lack of transparency on previous 
issues makes it possible it could act at any time with-
out providing much notice.

Public comments to the RFI from those who 
were not connected to labor advocacy groups or the 
investment community largely were negative (see 
http://www.dol.gov/ebsa/regs/cmt-1210-AB33.
html). While some said improvements could be 
made to the current system, many expressed dis-
trust of the government’s ability to manage retire-
ment systems and said individuals should make 
their own decisions.                                             CJ

This report released in February by the White House 
advocates several government-run pension options.
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State Laws Hamper Charters 
In Diversity Quest, Says JLF

COMMENTARY

Bev Perdue:
Virtual Governor

Over the years, North Caro-
lina governors have intro-
duced a number of sweep-

ing, expensive, and somewhat 
ineffectual educational reforms. 
Jim Hunt championed National 
Board Certification for public school 
teachers. Mike Easley was a propo-
nent of the Learn and Earn/Early 
College high school initiative. Both 
promoted multimillion-dollar pre-
kindergarten education programs.

Following in the footsteps of 
her Democratic predecessors, Gov. 
Bev Perdue has her own vision for 
statewide educational reform. She 
is leading an effort to stock public 
school classrooms with 
the latest whiz-bang 
gadgetry, also known as 
instructional technology.

Perdue’s 2010-11 
budget set approximately 
$40 million for “hand-
held diagnostic devices,” 
personal digital assistant 
devices with special read-
ing software. She claims 
that the handheld devices 
will give elementary read-
ing teachers “immediate 
student-specific feedback 
regarding student skills mastery” 
and allow teachers to “immediately 
address areas of need for individual 
students.”

North Carolina’s billion-dollar 
budget deficit notwithstanding, 
Perdue implored the State Board of 
Education to join what she called a 
“dog and pony show.” This is an ef-
fort to convince skeptical legislators 
and other lukewarm supporters that 
North Carolina teachers desperately 
need handheld devices. Bill Har-
rison, chairman of the state board, 
is a key partner in Perdue’s “dog 
and pony show.” Perdue appointed 
Harrison to the post because he 
shares her blind faith in technology 
and remains one of her strongest 
supporters.

Democratic budget writers 
do not share fully Perdue’s and 
Harrison’s enthusiasm for in-
structional technology. The Senate 
budget slashed much of the funding 
from Perdue’s proposal. It recom-
mended a $15 million appropriation 
designed to add one year to the 
existing diagnostic pilot program 
and expand it beyond the 40 pilot 
schools currently participating. It 
remains to be seen whether the line 
item will survive in the General 
Assembly’s final budget. Yet, it ap-
pears that at least some influential 
lawmakers are on the bandwagon.

Throughout this debate, Per-
due and her supporters have failed 
to ask some critical questions about 
the use of technology in the class-
room. Will spending millions of 
dollars on instructional technology 
increase student achievement? Both 
the state and the nation have made 
massive investments of tax dollars 
in instructional technology. A recent 
study by the National Center for 
Education Statistics revealed that 
nearly every public school student 
in America has an Internet-connect-
ed computer in her classroom. The 
national average is one computer 
for every 5.3 students.

According to state 
data, North Carolina 
boasts an average of one 
computer for every 2.72 
students and one Internet-
connected computer for 
every 2.74 students. North 
Carolina’s public schools 
spent over $150 million on 
instructional technology 
and technology support 
services last year.

Evidence suggests 
that the costs outweigh 
the benefits. Former 

Stanford University professor Larry 
Cuban, author of Oversold and Un-
derused: Computers in the Classroom, 
agrees. Cuban concluded that the 
introduction of computer technol-
ogy has not transformed teaching 
and learning or resulted in any sub-
stantial productivity gains. North 
Carolina’s elected officials and 
education leaders have ignored the 
fact that enormous expenditures in 
technology have failed to improve 
test scores or raise the graduation 
rate in any significant way.

Moreover, do teachers even 
want or need handheld devices? Ac-
cording to the 2010 Teacher Work-
ing Conditions survey, 80 percent of 
respondents agreed that they have 
sufficient access to instructional 
technology. 

As a starting point, we should 
ask teachers what kinds of technol-
ogy, if any, would be most useful 
to them. Once we take care of those 
basic needs, then we can move on 
to more sophisticated computer sys-
tems and devices. But they should 
be careful what they wish for. As 
technology continues to advance, 
perhaps we will eliminate the need 
for teachers altogether.                    CJ

Terry Stoops is director of educa-
tion studies at the John Locke Founda-
tion.

TERRY
STOOPS

By CJ Staff
RALEIGH

It’s impossible for North Carolina’s 
public charter schools to pursue ra-
cial and ethnic enrollment targets, 

thanks to conflicting sections of state 
law. That’s the key finding in a recent 
John Locke Foundation Spotlight re-
port.

“Critics who crow about ‘racial 
isolation’ and ‘hypersegregated learn-
ing’ in North Carolina’s public char-
ter schools ignore a key fact: charter 
school operators have little impact on 
the racial and ethnic makeup in their 
classrooms,” said 
report author 
Terry Stoops, JLF 
director of educa-
tion studies. “State 
law requires those 
charter school op-
erators to fill open 
slots by a color-
blind lottery any 
time the demand 
for space exceeds 
the supply.”

Stoops blames a “contradiction 
between two sections of the same stat-
ute” for confusion about student di-
versity in public charter schools. His 
report offers recommendations to ad-
dress the contradiction.

“First, education officials and leg-
islators should recognize the fairness 
of maintaining a colorblind method of 
enrollment in public charter schools,” 
Stoops said. “A lottery system embed-
ded in the state charter school statute 
already ensures that colorblind meth-
od.”

A preference for colorblind en-
rollment leads to several action recom-
mendations, Stoops said. 

“First, the State Board of Educa-
tion’s legal adviser should direct the 
board to delete a 1998 policy on char-
ter schools’ racial and ethnic balance, 
which does not add any substantive 
policy guidance to the existing charter 
school statute,” he said. “If the State 
Board of Education is unwilling to act, 
the General Assembly should invali-
date that 1998 policy and strike the af-
firmative action clause in the charter 
school statute.”

Stoops also urges top education 
officials to admit their mistakes. “Se-
nior officials with the Department of 
Public Instruction and State Board of 
Education should issue a joint apol-
ogy to all charter schools in the state 
for their refusal to ask the General As-
sembly to correct contradictions in the 
existing charter statute.”

Stoops’ research details the con-
tradiction in existing state law. While 
one piece of the charter law mandates 

the enrollment lottery, another requires 
charter school enrollment to “reflect 
the racial and ethnic composition” of 
the county population or local school 
district, he said.

“It is impossible for charter 
schools to use the random lottery 
mechanism and a nonrandom affir-
mative action policy simultaneously,” 
he said. “That’s a contradiction in the 
original charter law. The 1998 affirma-
tive action guidelines did nothing to 
fix the contradiction.”

The state’s own lawyers say char-
ter schools have no leeway to ignore 

the lottery man-
date, Stoops said. 
“The North Caro-
lina Attorney Gen-
eral’s office has 
determined that 
charter schools 
are not permitted 
to set aside seats 
for minority stu-
dents.”

Stoops also 
tackles myths 

about charter school diversity. “While 
the affirmative action mandate was 
designed to protect minority families, 
research indicates that an overwhelm-
ing number of minority parents are 
not concerned about the supposed 
lack of diversity in charter schools 
their children attend,” he said. “A 
study connected with a 2007 doctoral 
dissertation showed four out of five 
African-American parents called the 
lack of racial diversity insignificant as 
long as their children were successful 
academically.”

Most charter schools in North 
Carolina already fall within or near the 
range of minority enrollment main-
tained by traditional district schools 
in the same school jurisdiction, Stoops 
said. 

“It’s important to note that dis-
trictwide averages obscure wide varia-
tions in minority enrollment within 
school districts,” he said. “By compar-
ing charter school enrollment to school 
district averages, critics perpetuate the 
mistaken belief that school districts do 
not have traditional schools dominat-
ed by minority or white students. State 
statistics confirm that 57 traditional 
public schools across North Carolina 
have minority enrollment of 90 percent 
or higher.”

Previous efforts to address the 
contradictory state charter school law 
have gone nowhere, Stoops said. “The 
State Board of Education did not dis-
cuss its charter school affirmative ac-
tion policy at all from 2003 to 2010,” 
he said.                                          CJ

State law requires
charter schools
use a colorblind

lottery to fill
vacancies
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Charter Increase Bill Raises Red Flags for Supporters
Provisions could stall future growth

By JiM Stegall
Contributor

RALEIGH

Fifteen years after granting North 
Carolina’s citizens the right to 
create charter schools, state leg-

islative and policy leaders finally may 
be ready to allow some growth in the 
number of these innovative schools 
of choice. But the charter school com-
munity is far from satisfied with the 
growth plans lawmakers have come 
up with so far. 

A bill to raise the cap of 100 
charter schools by six passed the state 
House of Representatives last summer 
and is now eligible for consideration 
by the Senate. While raising or elimi-
nating the cap long has been a goal 
of charter school advocates, some of 
those same supporters say there are 
devils in the details of the bill. 

State Sen. Eddie Goodall, R-
Union, president of the North Carolina 
Alliance for Public Charter Schools, 
is happy to see some consideration of 
raising the cap. In an interview with 
Carolina Journal, he said, “The alliance 
doesn’t believe there should be a cap 
on any successful schools.” 

But Goodall warns that the bill 
now under consideration has a provi-
sion that would make it nearly impos-
sible to start new charter schools in ar-
eas that need them most. The provision 
writes into law a controversial policy 
adopted by the State Board of Educa-
tion last December that would man-
date the closing of any charter school 
which has fewer than 60 percent of its 
students scoring “at grade level” on 
state-administered standardized tests, 
and also fails to meet its state-assigned 
growth targets for two out of any three 
school years. 

The provision has led some 
charter school supporters to urge the 
bill’s defeat. Others have offered only 
guarded support. Goodall says the al-
liance is neutral on the bill.

 “The original charter law said 
that charters should target at-risk 
students, and this new policy makes 
that almost impossible,” said Good-
all. Charter startups typically demand 
enormous commitments of time, mon-
ey, and effort on the part of citizens 
who attempt them, and all this would 
go for naught if the school were not 
able to meet the standard in two of its 
first three years. 

If the law mirrors the state board’s 
policy, it would make sense to found 
new charters only in areas where most 
students were already on grade level. 
Goodall says the policy “doesn’t make 
any sense.” 

Supporters argue that regular, 
noncharter public schools are sup-
posed to meet the same goals, and that 
it’s only fair to hold charter schools to 
the same standard. Charter advocates 

counter that while the standard may 
be the same, charters face tougher  con-
sequences should they fail.

When a charter school closes, 
staff members lose 
their jobs, and stu-
dents are returned 
to their regular 
district schools, 
even if the district 
schools are worse 
than the charters 
that closed. Dis-
trict schools that 
fail continue to 
operate and typi-
cally are given ex-
tra help from the 
state, though in extreme cases teachers 
and administrators could be removed.

This was illustrated graphically 
in March when the board voted not to 
renew the charter of The Academy of 
Moore County. The academy had suf-
fered through several years of declin-
ing test scores earlier this decade, but 
was clearly improving and had met its 
federally mandated “adequate yearly 
progress” goal for the previous school 
year. Barring a legal challenge, the vote 
effectively closes the school as of June 
30, despite the recommendation of the 
Office of Charter Schools that its char-
ter be renewed. (See “Officials Baffled 
by State Decision to Close Charter,” 
May CJ.)

While senators ponder the fate 
of that bill, State Board of Education 
Chairman Bill Harrison has come up 
with another idea for expanding the 
number of charter schools in the state. 
The plan, which went before the short 
session a S.704, would allow each 
school district the option of converting 
one of its lowest-performing schools 
into a charter school. 

In an interview, Harrison ex-
panded on the idea. “We’re trying 
to provide an alternative for some 

schools that haven’t done well,” he 
said. “One intent of the charter school 
legislation was to give schools the op-
portunity not to be restricted by state 

board policies and 
legislation.” His 
proposal, which is 
still being drafted, 
could allow these 
“district charters” 
greater flexibility 
in terms of staff-
ing, programs, 
and operations. 

The newly 
converted charters 
still would fall un-
der the control of 

their local school boards, unlike tradi-
tional charters which have their own 

independent boards. In the district 
charters, the selection of the principal, 
setting of the budget, and other major 
decisions would be made by the local 
school board, but these schools would 
be freed from some district rules, in-
cluding hiring and firing of staff and 
compensation. 

The standards for student 
achievement, however, would be the 
same as for other charter schools, and 
any district charter that failed to meet 
those standards would lose its charter 
and revert to being a regular district 
school. “With freedom comes respon-
sibility,” Harrison said.

At press time, S.704 had passed 
the House and was pending in the Sen-
ate.

As with the bill to raise the cap, 
some charter school advocates are 
wary of this proposal, too. Charter 
school alliance board member Michelle 
Godard Terrell is not convinced that lo-
cal boards can run charter schools ef-
fectively.

“National research shows that 
district authorizers tend to support 
lower academic standards than non-
district authorizers,” she wrote in an e-
mail. She wrote that unless the district 
made significant changes to the school 
and staff, she would be “concerned 
that this new proposal … would fail to 
lead to student achievement gains.” 

Godard Terrell added: “Histori-
cally, the greatest opposition to growth 
of charters in North Carolina has come 
from school boards, some parent-
teacher associations, and teacher asso-
ciations — the very folks that would be 
involved with these new semi-charter 
schools.”                                    CJ

The North Carolina Alliance for Public Charter Schools (website above) feels there 
should be no cap on charter schools.

Proposed policy
would make it 

difficult for 
charters to target 
at-risk students
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Firm That Hired Moore Makes More in Fees Than 25 Other Firms
By Sarah oKeSon
Contributor 

RALEIGH

The San Diego firm that received 
$500 million in state pension 
investments from former state 

Treasurer Richard Moore — and that 
later hired Moore — collected a high-
er share of management fees last year 
than the other 25 companies that make 
stock investments for the pension.

North Carolina paid Relational 
Investors about $6.6 million last year 
— or 1.26 percent of the $525.7 million 
that the Teachers’ and State Employ-
ees’ Retirement System has invested 
with the company. That’s about five 
times the percentage that the average 
company got for managing stock in-
vestments from North Carolina’s pen-
sion fund.

Moore, the state treasurer for 
eight years, invested pension funds in 
Relational Investors in August 2008, 
about three months after he lost the 
Democratic gubernatorial primary to 
Bev Perdue. In April 2009, Moore went 
to work for Relational as a managing 
director.

Moore has not returned repeat-
ed calls from Carolina Journal seeking 
comment. Moore previously has said 
that, before going to work at Relation-
al, he got an informal advisory opinion 
from the executive director of the state 
Ethics Commission. The current state 
treasurer, Janet Cowell, has established 
new rules requiring some former trea-
surer’s office employees to wait at least 
two years after they leave Cowell’s em-
ployment before they can do business 
with the state.

Ralph Whitworth, the found-
ing director of Relational, said he met 

Moore after employees from the trea-
surer’s office performed due diligence 
on the state’s investment with Rela-
tional.

“It wasn’t like I had a relation-
ship with him,” Whitworth said.

Relational Investors’ fund is a 
large cap fund, meaning that it invests 
in large com-
panies listed 
on the major 
stock market 
indexes. 

R e l a -
tional charg-
es higher fees 
because it is 
an activist 
firm, Whit-
worth said. 
It tries to get 
value from its 
investments 
by pushing 
for change in 
the compa-
nies it invests 
in. He and 
another di-
rector at Re-
lational have 
served on the 
boards of 21 
c o m p a n i e s . 
W h i t w o r t h 
was the chair-
man of Waste Management when the 
company cleaned up an accounting 
scandal. He also helped oust CEO Bob 
Nardelli at Home Depot.

“It’s not like someone sitting at 
Fidelity picking stocks,” Whitworth 
said. “That’s a much cheaper business 
model, as you can imagine.”

Edward Siedle, a former attorney 
with the U.S. Securities and Exchange 
Commission, said Relational’s fee is 
exceptionally high for large cap man-
agement.

Siedle, the president of Bench-
mark Financial Services in Ocean 
Ridge, Fla., said a 2003 survey by his 

firm of 100 
p e n s i o n 
funds found 
that the me-
dian fee 
charged for 
large cap in-
v e s t m e n t s 
the size of 
North Caro-
lina’s invest-
ment with 
R e l a t i o n a l 
was well un-
der 20 basis 
points. A ba-
sis point is 
0.01 percent. 
Siedle said 
an appropri-
ate fee for 
a large cap 
investment 
would be 10 
to 20 basis 
points, or up 
to 0.2 percent 
of the invest-

ment. 
Fees in that range would have 

saved North Carolina’s pension fund 
more than $5.5 million last year in its 
investment with Relational.

“In order to justify paying hedge 
fund-type fees for large cap, the man-
ager should substantially outperform 
the passive or index managers,” Siedle 
said. 

T.J. Carlson, a principal at En-
nis, Knupp & Associates of Chicago, 
said Relational’s fees were justified. In 
a memo that was dated after Carolina 
Journal had asked the treasurer’s office 
about the fees, Carlson said Relation-
al’s fee schedule is “meaningfully and 
justifiably above those charged by the 
plan’s other traditional equity manag-
ers.” Relational charges a 1.5 percent 
management fee and an incentive fee 
of 20 percent for outperforming the 
S&P 500 Index.

North Carolina is one of Rela-
tional’s largest clients. Whitworth 
said Relational charges the same fee to 
North Carolina as it does to its other 
clients. He said Relational’s fees are in 
the midrange for activist managers.

“This is the same fee that we 
have charged all our clients,” Whit-
worth said. “It’s not a special fee for 
North Carolina.”

Ardis Watkins, the legislative af-

fairs director for the State Employees 
Association of North Carolina, said the 
fee is unacceptable. 

“This type of thing keeps coming 
up, and the legacy of Richard Moore 
seems to be making money off of the 
retirees and the pension fund,” Wat-
kins said.

Moore doesn’t have an owner-
ship interest in Relational, but he may 
in the future, Whitworth said.

SEANC sued Moore in 2008, 
claiming he had failed to comply ful-
ly with open-records requests. A trial 
court dismissed the lawsuit and the 
N.C. Court of Appeals upheld the dis-
missal.

North Carolina’s investment in 
Relational increased in value by about 
26 percent last year.

Other funds the pension plan 
invests in posted similar returns and 
were paid much less in fees. Bank of 
America’s Large Cap Passive fund in-
creased in value by about 26 percent 
but received $361,904 in fees, or 0.02 
percent of the state’s investment in the 
fund. 

The Evergreen Large Cap Passive 
fund increased by about 26 percent 
and received a similar percentage in 
fees — $479,350.

Fees traditionally are lower at 
passive funds that mimic the perfor-
mance of a benchmark fund. Such 
funds also traditionally do better than 
actively managed funds such as Re-
lational during volatile periods in the 
stock market.

A recent study of the North Caro-
lina treasurer’s office by Ennis, Knupp 
found that it uses passive funds less 
often than its peers.

The study found that about 12 
percent, or $6.8 billion, of the North 
Carolina Teachers and State Employ-
ees’ Retirement System funds are in-
vested passively. The average public 
pension fund that is larger than $20 
billion invests about 22 percent of its 
portfolio passively.

The report recommended that 
North Carolina look at how much it 
allocates to passively managed funds.

Siedle observed that public pen-
sions avoid high large cap manage-
ment fees since it’s unlikely that a large 
cap manager with a high fee would 
outperform the index.

Whitworth said Relational’s per-
formance over the last 15 years is 9 per-
cent above the S&P 500.

Relational claims on its website 
that its large cap fund has “materi-
ally outperformed” the S&P 500 Total 
Return Index on a cumulative basis 
from 1996 to March 2010, but the fund 
wasn’t invested primarily in large cap 
companies until July 2008.               CJ

Ralph Whitworth and Relational Investors has 
received considerable publicity, like this Financial 
Times story, for an ‘activist’ approach to investing.
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Woods: We’ve Been Told a ‘Comic-Book Version’ of Meltdown
“That’s what F.A. Hayek meant when he said, 
‘The interest rate is like a brake on the economy, 
a stop.’ But instead of getting these red lights, 
stop, we had an institution that could push inter-
est rates back down again so all the lights were 
green.”

Thomas Woods
Senior Fellow

Ludwig von Mises Institute

RALEIGH — People of all politi-
cal persuasions have been asking why 
the American economy sank to such 
depths in 2008 and 2009. Some blame 
the deregulation of the Bush years. 
Thomas Woods, senior fellow at the 
Ludwig von Mises Institute, offers a 
different perspective. The author of 
the book Meltdown: A Free-Market Look 
at Why the Stock Market Collapsed, the 
Economy Tanked, and Government Bail-
outs Will Make Things Worse discussed 
the economy with Mitch Kokai for 
Carolina Journal Radio. (Go to http://
www.carolinajournal.com/cjradio/ 
to find a station near you or to learn 
about the weekly CJ Radio podcast.) 

Kokai: What’s the one thing 
about the economic collapse that peo-
ple should know but don’t know?

Woods: Well, the main thing they 
should know is that conventional wis-
dom they’ve been told about is just all 
wrong. It’s really a comic-book version 
of events in which greedy people with 
white mustaches carrying sacks of 
money with dollar signs on them just 
took all our money. It’s almost laugh-
able what people are being told, that 
all of a sudden everybody got greedy 
spontaneously and for no institutional 
reason. And so in writing Meltdown, 
my aim was to suggest to people there 
is an alternative way to look at this that 
suggests that — to the contrary — what 
happened was that the government it-
self plus the Federal Reserve System 
created incentives in the system for 
people to behave in perverse ways.  

But also, they in effect acted in 
ways that misled people into doing 
things that they wouldn’t have done 
otherwise if they hadn’t been misled. 
So that is to say, for example, when the 
Federal Reserve System pushes interest 
rates extremely low, that makes certain 
types of consumption decisions and 
investment decisions seem profitable 
that wouldn’t otherwise be profitable. 
And the reason it wouldn’t otherwise 
be profitable is that the free market 
would be trying to tell you, “Hey, don’t 
do this.” And so what we’ve had for 
years, ever since Alan Greenspan at the 
Fed around 2001 started attacking the 
recession of 2000-01 by just lowering 
interest rates super low, is that people 
have been under the impression that 
housing can never go down. House 
prices never fall. The best investment 
you can make is a house.  

And this is because when Greens-
pan did this, he did this in a time when 
there was a mild recession going on. 
He thought the way to get out of it was 
to keep interest rates super low. But 
what that did was it encouraged peo-
ple to just keep on doing what they’ve 
been doing. So here we had the only 
recession we’ve ever had where hous-
ing starts went up. Housing prices are 

going up, and so people think, “Wow, 
even in a recession, housing is the best 
thing you can do.” So now when the 
bust comes it’s all the worse because 
now everybody’s invested in housing. 
So by trying to ease the pain years ago, 
he just made the pain much worse to-
day. 

Kokai: What you’re saying 
sounds completely opposite from 
those who blame deregulation.

Woods: Oh, yeah. It is complete-
ly opposite. If you ask those people, 
“Name me a repealed regulation that 
would have prevented this crisis,” 
they cannot do it. The brighter ones 
will try to reach for the partial repeal 
of the Glass-Steagall Act, but even that, 
when you actually look at what was 
repealed, it’s so trivial that there’s no 
conceivable way this could be the ex-
planation for what happened. What 
happened was that banks wound up 
making loans they shouldn’t have 
made. So in other words, banks were 
engaged in traditional banking activi-
ties and just made a lot of losses on 
those activities. They had always been 
allowed to buy, as assets to hold, mort-
gage-backed securities. That had al-
ways been allowed to banks. The secu-
ritization process whereby you bundle 
a bunch of mortgages, chop them up, 
and sell them as investment vehicles, 
there was no repealed regulation that 
allowed that. That had always been al-
lowed. So deregulation is a complete 
red herring.  

Kokai: Do people listen now to 
what you’re saying?

Woods: Some do. Some don’t. 
But more people seem to understand 
it than I think we had reason to expect 
a couple years ago. The conventional 
wisdom certainly has wrought a ter-
rible toll because the natural conse-
quence of believing in the conventional 
wisdom is: we need bailouts; we need 
massive changes. We do need changes, 
but all in the [other] direction from the 
ones that are being proposed.  

But thanks to the Internet, frank-
ly, and to programs like this one, peo-

ple are able to get access to unconven-
tional ways of thinking that turn out 
to be correct. Just because you happen 
to be the conventional way of thinking 
doesn’t make you right. To the con-
trary, it made almost everybody spec-
tacularly wrong for years. But now 
people have access to points of view 
that are usually excluded from debate. 
Now people are much more critical 
about the Federal Reserve. They’re 
much more critical about the govern-
ment. And they’re starting to ask the 
right questions. Instead of just saying 
“Gee, we’re in a bust, what do we do 
now?” they want to know “How did 
we get here?” And they don’t just want 
some gobbledygook about deregula-
tion. They want specifics. …

If we hadn’t had all this govern-
ment ginning of the free market on 
mortgages and artificially encouraging 
lending and lending at particularly low 
standards and all that, and if we hadn’t 
had a Federal Reserve pumping all this 
money in, forcing interest rates down, 
what would have happened to us? 
What would have happened if every-
body, let’s say, just suddenly decided 
we all wanted to buy houses? The way 
the free market would deal with that is 
that instead of a housing bubble being 
created, house prices would shoot up 
because we’re all buying houses.  

Well, that’s what happened in 
our case, but the difference would be 
if we hadn’t had the Federal Reserve 
pumping all this money in, is that in-
terest rates would also have shot up. 
The banks would have started to run 
low on funds to lend, and the signals 
of that would have been high inter-
est rates. And the high interest rates 
would have been the economy’s way 
of saying, “Whoa, whoa, whoa. Hey, 
everybody, stop. Stop what you’re 
doing. You’re getting out of control.” 
That’s what F.A. Hayek meant when he 
said, “The interest rate is like a brake 
on the economy, a stop.” But instead of 
getting these red lights, stop, we had 
an institution that could push interest 
rates back down again so all the lights 
were green. “Go, go, go.” These are the 
sorts of questions that were not being 
asked in the early ’90s. They were not 
being asked in the ’80s. They haven’t 

been asked. By and large, we get the 
same explanation that, you know, 
when we leave you people to your 
own devices, you screw everything up. 
So it’s time for you to give more power 
to your overlords. There’s a lot more 
skeptical eye being cast on that sort of 
explanation than I think we’ve seen in 
any recession prior to this one.  

Kokai: Are the current economic 
woes going to teach us any lessons?

Woods: People always say we 
ought to learn from history, and yet 
a lot of these people learn exactly the 
wrong lessons from history. I’ve fo-
cused a lot on the Depression of 1920-
21 that most people have never heard 
of. The reason they’ve never heard of it 
is because the government didn’t try to 
fix it. One of my friends says that a de-
pression is a recession the government 
tried to fix. So in 1920-21, you had 
double-digit unemployment, all the 
economic factors looking downward. 
And what did the government do? 

Well, instead of a fiscal stimulus 
in the form of increased government 
spending, they cut the government 
budget roughly in half from ’20 to ’22. 
The Federal Reserve System didn’t re-
ally do anything in terms of increasing 
the monetary base until 1922. But the 
National Bureau of Economic Research 
tells us the depression was over in ’21. 
So we got through this thing with no 
emergency loans, no bailouts, no fiscal 
stimulus, at least in the form of govern-
ment spending, no monetary stimulus. 

All the stuff that we’re told that 
without it the Earth would break 
free of its axis and go spinning to-
ward the sun, none of that was done, 
and the economy returns to a robust 
performance. We have tremendous 
economic performance after that. I 
would say follow that model. In fact, 
pretty much whatever you hear com-
ing out of the White House, whatever 
they’re recommending, a very good 
rule of thumb is do the exact opposite.

Instead of the fiscal stimulus, 
cut the spending. Instead of creat-
ing all this additional money, no, that 
was what got us in this situation in 
the first place.                            CJ
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Pushing Legislation Too Quickly
Prevents Real Debate of Issues

COMMENTARY

Fertile Ground
For Budget Cuts

JENNA
ASHLEY

ROBINSON

Everyone says that North 
Carolina is facing a budget 
crisis, but the General Assem-

bly is spending $45 million a year 
on a program that has strayed from 
its original mission, is involved in 
political advocacy, and devotes mil-
lions of dollars to feel-good activi-
ties that duplicate programs of the 
federal government and the private 
sector.

That program is North Caro-
lina Cooperative Extension, head-
quartered at N.C. State 
University, which partners 
with North Carolina A&T 
State University, the U.S. 
Department of Agricul-
ture, and state and county 
governments. 

At one time, the 
extension programs of 
the land-grant universi-
ties (such as N.C. State 
and A&T) focused on 
best practices in farming. 
Indeed, the late manage-
ment guru Peter Drucker 
considered the “farm 
agent” a major social innovation. 
Invented by the founder of Sears, 
Roebuck & Co., the concept was 
adopted by the Department of Agri-
culture in the form of the extension 
agent, who “put the new agricul-
tural knowledge within farmers’ 
reach.” 

The number of farms in North 
Carolina has dropped from 301,000 
in 1950 to fewer than 60,000 today. 
Even so, NCCE received $44.5 mil-
lion from the North Carolina Gen-
eral Assembly’s general fund and 
$14.9 million in federal land-grant 
appropriations. It also received 
$609,586 from fees and services, for 
a total budget exceeding $60 mil-
lion.

Some of Cooperative Exten-
sion’s goals look more like advo-
cacy than agriculture. NCCE wants 
citizens to be “civically engaged 
within their communities” — which 
usually means influencing voting 
behavior in a particular direction. 
In one case, NCCE worked with the 
League of Women Voters — whose 
policy priorities include climate 
change and “equitable” health care 
reform — to teach children about 
civic engagement. Other programs 
promote the mandatory “volun-
tarism” through in-school “service-
learning” projects.

NCCE supports the “genera-
tion, conservation, and use of clean, 

sustainable, efficient, and reliable 
energy” and protecting, conserving, 
enhancing, and “optimizing” eco-
systems. To what extent are these 
agricultural goals? 

One of NCCE’s “green” proj-
ects is the “The Low Impact Liv-
ing” series. The series holds events 
teaching North Carolinians how “to 
lessen your footprint on the envi-
ronment [and] conserve our natural 
resources … through Low Impact 
Living.” The series encourages at-

tendees to buy local and 
“reduce, reuse, recycle.” 
These goals are more po-
litically correct than ben-
eficial to citizens, as most 
economists doubt the 
value of the local foods or 
the “locavore” movement. 
And such programs are 
related to agriculture only 
tangentially. 

Many of NCCE’s 
programs are, at best, 
glorified home econom-
ics. At worst, they’re 
extensions of the growing 

nanny state — one that wants to 
determine how we eat, how we act, 
and how we live. SNAP-Ed teaches 
third-graders who are on food 
stamps about the Food and Drug 
Administration’s “current Dietary 
Guidelines for Americans and 
MyPyramid.” Cooperative Exten-
sion’s “Successful Family” website 
gives users tips to “Control Clutter 
and Gain Quality Family Time” 
and “Dress for Comfort and Move-
ment.” There’s even an “Eat Smart 
Move More Weigh Less” program 
that looks a lot like Weight Watch-
ers.

In fairness, the mission creep 
and program drift of the extension 
service go back decades. NCCE 
introduced home economics and so-
cial programs in the 1950s. In 1964, 
4-H programs began expanding into 
cities. Later, extension’s focus began 
to include pollution, home garden-
ing, nutrition, and child care. 

The extension service still does 
some agriculture, but from politi-
cal advocacy to nanny-state family 
programs, cooperative extension no 
longer serves its main purpose: to 
improve agriculture in North Caro-
lina.                                                    CJ

Jenna Ashley Robinson is the 
campus outreach coordinator for the 
John W. Pope Center for Higher Educa-
tion Policy (popecenter.org).

By Jay SChalin
Contributor

RALEIGH

At the opening of this year’s leg-
islative short session, the North 
Carolina Senate managed to 

introduce and pass its version of the 
2010-11 budget in less than 72 hours. 

This included amendments, dis-
cussion, and votes in all the minor 
subcommittees, the 
Appropriations Com-
mittee, and the Finance 
Committee, and two full Senate votes, 
the first on Wednesday, May 19, and 
the second on Thursday, May 20. 

But the Senate is a legislative 
body, and passing a $19 billion budget 
in such rapid time raises some ques-
tions about why such haste was neces-
sary. Democracy may work best when 
proposed legislation is given a good 
public airing before the vote — time 
for the media and other interested ob-
servers to uncover all the details and 
implications.

The state’s 
higher education 
system was one of 
the beneficiaries of 
this hurried pro-
cess. While overall 
spending for 2010-
11 drops in the 
Senate bill (from 
the amount ad-
opted by the 2009 
General Assem-
bly) by 2.9 percent 
to $18.99 billion, 
the University of 
North Carolina 
system’s proposed 
a p p r o p r i a t i o n s 
would increase by 0.4 percent, and the 
community colleges’ would rise by 5 
percent. 

Enrollment growth was a big rea-
son the community colleges would get 
more. The Senate is proposing an $85 
million increase in funding to pay for 
an increase in enrollment of roughly 
31,000 full-time-equivalent students. 

The bill’s higher education por-
tion has one major theme that received 
a lot of attention from the legislature 
(and dollars as well) — financial aid.

The community college system 
is making a fundamental change to its 
financial aid system by mandating that 
all schools participate in the new fed-
eral loan program. 

Many community colleges have 
shied away from the federal loan pro-
gram for fear of losing other federal 
benefits. This is because a high default 
rate on these loans of 25 percent, for 
three successive years, can jeopardize 
all other federal aid benefits. 

Participation in the loan program 

likely would force schools to add per-
sonnel to process and administer the 
loans. To help the community colleges 
handle the onslaught of financial aid 
applications and other demands for 
student services made likely by the 
ruling, the Senate’s proposed budget 
also shifts $50 million from academic, 
remedial, and vocational “instruction” 
to student services. 

Another major change in the pro-
posed Senate budget for financial aid 
is a reduction from $32.9 million to $20 
million for free education for prisoners. 
However, $17.6 million of the remain-
ing appropriation now would be allo-
cated automatically each year, without 
any vote required as it has been in the 
past. 

In the university system, the Sen-
ate bill shuffled some funding around 
that would permit a UNC tuition hike 
to be used primarily for need-based 
scholarships. In the 2009 legislative 
session, the legislature increased tu-

ition by 8 percent 
on average for 
the 2010-11 year, 
raising $34.8 mil-
lion for general 
purposes, and 
reduced state ap-
propriations for 
that year by an 
equal amount. 
This Senate bill 
eliminates this 8 
percent hike and 
restores the $34.8 
appropriation to 
the universities 
from the general 
fund. 

A d d i t i o n -
ally, the UNC system already has de-
clared its intention to impose an av-
erage 5.2 percent tuition increase on 
students, 51 percent of which would be 
used for need-based scholarships.  

The Senate bill also allocates  
$307,000 to the Institute for Emerging 
Issues for UNC system faculty and stu-
dents to study economic development. 

Before the Senate convened for 
the Wednesday vote, Minority Lead-
er Phil Berger, R-Rockingham, said 
that the bill was not only rushed 
through after it was introduced, but 
that it appeared so suddenly right 
before its introduction as if “beamed 
up by the Starship Enterprise.” 

He added that the haste em-
ployed from introduction to final 
vote made it essentially impossible 
to effect meaningful and necessary 
changes.                                 CJ

Jay Schalin is senior writer at the 
John W. Pope Center for Higher Education 
Policy (popecenter.org).

Passing a 
$19 million

budget in such
rapid time

raises some
questions about 
why such haste
was necessary.

ANALYSIS
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UNCW Reading Instruction Method Makes WavesCampus Briefs

Harvey Mansfield, profes-
sor of government at Har-
vard, spoke about gender 

roles in modern society in April 
at UNC-Chapel Hill. His talk, co-
sponsored by the Carolina Review 
and Young America’s Foundation, 
was based on his 2007 book Manli-
ness.

In the book, Mansfield evalu-
ates the concept of manliness as it 
has been expressed over the course 
of Western civilization and consid-
ers its virtues. 

Mansfield began his speech 
by enumerating the qualities that 
characterize manliness: com-
mand, confidence, independence, 
resourcefulness, responsibil-
ity, aloofness, and action. But he 
warned that men must have “the 
right amount” of manliness. Men 
with too little become helpless. 
Men with too much are boastful 
and belligerent. Men with the right 
amount, Mansfield contended, are 
“gentlemen.”

Mansfield argued that mod-
ern Americans are rejecting man-
liness. Instead, they are in the 
process of “constructing a gen-
der-neutral society where old sex 
roles no longer exist.” He believes 
that we have replaced the “manly 
man” with new stereotypes: the 
sexless “professional,” the “art-
ist” who fulfills the duties that 
once belonged to the husband, the 
“meritocrat” who receives honors 
via the system instead of the self, 
the “representative” who allows 
men to avoid fighting their own 
battles, and the “commercial man” 
who accepts money instead of vic-
tory.

Mansfield’s solution is to re-
tain manliness in the private sphere 
while embracing gender neutral-
ity in the public sphere. Laws, he 
said, should be gender-neutral, 
but roles at home shouldn’t be. 
In private life, he said, we should 
have “different roles and embrace 
the characteristics of our own gen-
ders.”

He concluded: “A free soci-
ety cannot survive if we are so free 
that nothing is expected of us.”

Mansfield has been on Har-
vard’s faculty since 1962. He was 
chairman of the government 
department and has held Gug-
genheim and NEH fellowships. 
He won the Joseph R. Levenson 
award for teaching, received the 
Sidney Hook Memorial Award 
from the National Association of 
Scholars, and in 2004 accepted a 
National Humanities Medal from 
the president.                               CJ

Compiled by Jenna Ashley Rob-
inson, campus outreach coordinator 
for the John W. Pope Center for High-
er Education Policy (popecenter.org).

By Jay SChalin
Contributor

RALEIGH

When University of North Car-
olina system President Ers-
kine Bowles commissioned 

some of his top researchers to conduct 
a study comparing education schools 
and their impact on the learning of 
K-12 students, his primary goal was 
to uncover the teaching methods that 
produce the best results.

The study might have done ex-
actly that, by uncovering a clear-cut 
choice between two reading methods. 
Elementary reading education has 
been presumed to be a trouble spot 
since the publication of Why Johnny 
Can’t Read in 1955, and today literacy 
levels are dropping in low-income 
communities, and increasing numbers 
of college students now require reme-
dial courses before tackling actual col-
lege-level material.

The study, conducted by UNC-
Chapel Hill public policy professor 
Gary Henry and East Carolina Uni-
versity education professor Charles 
Thompson, examined North Carolina 
students’ incremental performances 
on standardized tests to see how much 
knowledge they gained in a specific 
year. They then matched the students 
with their teachers to determine the 
teachers’ effect. Statistical techniques 
were used to remove the effect of such 
extraneous influences as students’ 
prior achievement levels, their family 
incomes, teachers’ pre-college prepara-
tion, and so on.

Because the study could deter-
mine the aggregate performance of 
graduates from specific education 
schools (or of teachers who took spe-
cific alternative paths of entry into the 
profession), the researchers were able 
to derive important conclusions about 
the performance of the schools (and 
alternative paths). The discovery that 
elementary teachers from UNC-Wilm-
ington outperformed all others (except 
for those from East Carolina Univer-
sity) in both reading and mathematics 
might prove to be the most important 
of all.

This is because one education 
professor claims that it is not the read-
ing methods favored by the school’s 
elementary education and literacy de-
partment that are producing such stel-
lar results, but another method that 
he has introduced to Wilmington’s 
education school and area elementary 
schools in a variety of ways.

The professor is Martin Kozloff, 
who teaches in the Educational Lead-
ership Department at UNC-Wilming-
ton’s education school. In an e-mail 
exchange, Kozloff said that his teach-
ing and consulting, and similar ef-
forts by some like-minded colleagues, 
likely have skewed the study’s results, 
making UNC-Wilmington’s literacy 
program appear to outperform other 
UNC and private elementary educa-

tion schools. 
That is because UNC-Wilming-

ton’s graduates tend to teach in the lo-
cal area in large numbers — and many 
of them have been trained in Kozloff’s 
methods. His techniques differ from 
those espoused by the Watson School 
of Education at UNC-Wilmington.

Kozloff and his colleagues — 
UNC-Wilmington education professor 
John Rice and former New Hanover 
County director of instruction Frances 
Bessellieu — are ardent proponents of 
a system of teaching known as Direct 
Instruction, an approach developed in 
the 1960s. 

In contrast, Bradford Walker, the 
chair of UNC-Wilmington’s Depart-
ment of Elementary, Middle-level, and 
Literacy Education, said that his de-
partment favors a “whole language” 
approach to reading instruction.

Terry Stoops, director of educa-
tion studies at the John Locke Foun-
dation, says DI and whole language 
approach reading instruction in very 
different ways. DI’s emphasis is on 
phonics — which teaches students to 

relate letters, the most fundamental 
building blocks of language, to their 
sounds. Whole-language instruction, 
on the other hand, teaches students to 
identify entire words and concentrates 
on their meaning.

Walker said in a phone conver-
sation, however, that “it is wrong to 
think that there is no phonics in whole-
language instruction.” He said it is 
merely one part of the literacy puzzle. 
“We think our students need to under-
stand the whole process of reading, not 
just isolated processes,” he explained.

So, while the actual reading in-
struction courses at UNC-Wilming-
ton’s Watson School of Education are 
based on whole language, Kozloff and 
his like-minded colleagues have intro-
duced DI into UNC-Wilmington’s edu-
cation school and into the surrounding 
K-12 curriculum in several ways. Kozl-
off has taught over 1,000 education stu-
dents in EDN 301, “Instructional De-
sign”, spending roughly two months 
teaching DI methods.

Kozloff said that he and Rice 
teach Direct Instruction to between 15 
and 20 students per year who are get-
ting their master’s degree in school ad-
ministration, many of whom become 
administrators in the local area. He 
added that that he, Rice, and Bessellieu 
have conducted in-house DI training 
to teachers and administrators in many 
elementary schools in the three-county 
region surrounding Wilmington. 

Bowles already has expressed 
some interest in getting his researchers 
to analyze this situation more deeply. 
Perhaps, with his support, the original 
study actually will reveal a solution to 
a dire problem.                            CJ

Jay Schalin is senior writer at the 
John W. Pope Center for Higher Education 
Policy (popecenter.org).
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Opinion

One UNC-CH Student’s Quest for a Diversity Advocacy Certificate
Issues

in
Higher Education

When strolling through the 
campus of UNC-Chapel 
Hill, one frequently hears 

the hackneyed buzzwords that typify 
a large, left-leaning public university. 
Do-good student activists promote 
“awareness”; others seek to foster 
“dialogue.” And 
nearly everyone 
— students and 
faculty mem-
bers alike — has 
a demographic 
group it wishes to 
“empower” over 
others.

One word, 
however, is used 
so often that it 
almost has lost its 
original meaning 
— “diversity.” Despite the existence of 
student groups and centers that cater 
to the needs of minority students on 
campus, UNC still believes it neces-
sary to have an office of Diversity and 
Multicultural Affairs. 

Among other things, the office 
affords students, faculty, and staff 
the opportunity to earn a Diversity 
Advocacy Certificate.  To obtain it, 
applicants must attend Diversity 101 
Training and “four other diversity 
events on campus.”

I gathered a few conservative 
friends and bravely enrolled in one 
of the two-hour sessions. I wondered, 
what more could be said about “diver-
sity” at a campus already awash in it? 

M. Cookie Newsom, Director for 
Diversity Education and Assessment 

in the Office for Di-
versity and Multi-
cultural Affairs, led 
the session.  Fifteen 
people attended: 
Four were UNC 
students, and the 
others were admin-
istrators, academic 
advisers, or other 
university employees.  

At the outset, Newsom said, 
“This is not an exercise in groupthink. 
It’s not an attempt to make sure every-
one comes out of here exactly on the 
same page  . . .  and intellectual diver-
sity is a part of diversity. You have an 
absolute right to think whatever you 
want.”  

I appreciated hearing that. But 
after spending a full two hours listen-
ing to Newsom lead a discussion 
about promoting racial and gender di-
versity with nothing about encourag-
ing intellectual diversity on campus, I 
cannot help but question the sincerity 
of her remark.

The first major topic was the 
question of diversity among the UNC 
faculty.  According to a handout 
provided in the class, there are three 
times as many male full-time profes-
sors at UNC as there are female. This 
ratio will eventually reverse itself, 
reported Newsom, because women 
are earning degrees at a greater rate 
than men.

One fear that Newsom expressed 
was that the teaching profession 
might somehow become “less valued” 
as it becomes more female-dominated. 

I thought that to be 
a feeble specula-
tion since students 
know there are 
some superb 
women on the 
faculty and some 
mediocre men.

Newsom 
went on to say 

that the growing power of women 
in academia inevitably will lead to 
changes in the ways that courses are 
taught. An attendee claimed that he 
did not understand how more female 
instructors would change the way the 
Keynesian multiplier, for example, 
would be presented. Newsom re-
plied by saying that “if you go into a 
classroom and a man and a woman 
are teaching exactly the same thing, 
you’re going to see a difference in 
the presentation, in the way it’s ap-
proached, and in the way it’s broken 
down.”

But if you go into any classroom 
with two different professors — re-
gardless of their gender, race, or other 
traits — the course will be taught 
slightly differently. All professors are 
slightly different from one another 
along countless dimensions, not just 
race or gender.

Discussion included whether 
race consciousness should be en-
couraged or deemphasized to avoid 
divisiveness. Newsom argued that it 
is impossible to ignore racial differ-
ences. She suggested that it would be 
comparable to going to a grocery store 
and, seeing someone standing 4-foot-

11 trying to reach a box of cornflakes 
on a high shelf, but not helping that 
person because you claim you are not 
a “heightist,” or someone who does 
not see height.

I found that to be a preposter-
ous analogy because it implies that 
minorities are inherently inferior to 
whites. Being a minority isn’t at all 
the same as being too short to reach 
something.

Lastly, Newsom raised an inter-
esting point. She said that the No. 1 
issue brought to her office is the fear 
expressed by black students that oth-
ers will think that they were admitted 
to UNC because of their skin color 
rather than their aptitude.

It’s hard not to blame the preva-
lence of affirmative action programs, 
championed by diversity advocates, 
for the existence of such sentiments. 
Seemingly every student today can 
recall an example from his or her high 
school years in which two prospective 
college students with identical creden-
tials applied to the same school, with 
the minority candidate getting in and 
the white student being rejected.  

Given the university’s obses-
sion with all things diverse, I found 
Diversity 101 training to be a useless 
exercise. The class did nothing except 
perpetuate a culture of victimhood 
all too common on college campuses 
today.                                                     CJ

John Eick will be a senior this fall 
at UNC-Chapel Hill. He was an intern 
for the Pope Center for Higher Education 
Policy during the 2009-10 academic year.

JOHN
EICK
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Proposal for State Port in Southport Spurs Opposition
the development of a new port or any 
feasibility study for that specific site. 
The U. S. Army Corps of Engineers, a 
key partner in the project, has complet-
ed a preliminary study, and the Ports 
Authority has completed two separate 
studies.

The beginning
In the early 1970s, the pharma-

ceutical company Pfizer began buying 
land to construct a citric acid produc-
tion facility. The facility was construct-
ed in 1973, but it did not occupy all the 
land that Pfizer had acquired. By the 
early 1980s, Pfizer offered for sale some 
of the land, including the site eventu-
ally purchased by the Ports Authority. 

In 1990, Pfizer sold its citric acid 
plant to Archer Daniels Midland, but it 
retained ownership of several undevel-
oped adjacent properties. In early 2005, 
Pfizer enlisted the Staubach Company, 
an international real estate firm, to sell 
the property. 

In October 2005, Staubach no-
tified North Carolina’s Southeast, a 
state-funded regional economic devel-
opment organization, about the 600-
acre tract. 

N. C. Southeast and the N.C. De-
partment of Commerce maintain in-
formation on industrial property for 
sale. Paul Butler, the Southeast direc-
tor at that time, told CJ he contacted 
the Ports Authority about the land and 
Ports Authority CEO Tom Eagar im-
mediately initiated actions to acquire 
it.

In December 2005, the Ports Au-
thority Board of Directors approved 
the purchase of the Pfizer site for $30 
million, or $50,000 per acre. The trans-
action needed the approval of Gov. 
Mike Easley and his Council of State. 

The Council of State — made up 
of the governor and the nine other sep-
arately elected state officials, including 
the lieutenant governor, attorney gen-
eral, and state auditor — must approve 
most state real estate transactions. In 
February 2006, the council approved 
the Ports Authority request to pur-
chase the property. 

In July 2006, the Ports Authority 
hired international engineering and 
consulting firm CH2M Hill to design 
and manage development of the port. 
The Authority expanded the scope 
of work in August 2006 to include ”a 
business plan and financial strategy to 
take the project to construction,” ac-
cording to a Ports Authority newslet-
ter. The business plan was completed 
in March 2008.

The Ports Authority commis-
sioned a separate feasibility study for 
use in a revenue bond offering. That 
study by Moffatt & Nichol, completed 
in February, concluded the project was 
feasible.

NoPort Southport
NoPort Southport hired Mike 

Rice, a retired transportation planning 
consultant with homes in Connecticut 
and Southport, to review the NCIT’s 
business plan and the Army Corps’ 
initial study. Rice is an active member 
of NoPort and attends most Ports Au-
thority meetings. 

NoPort has shared Rice’s review 
with legislators and several media or-
ganizations. Rice told CJ that the Ports 
Authority tentatively has agreed to 
hear NoPort’s opposition arguments at 
the next Ports Authority meeting.

Among Rice’s conclusions were 
that the site presented numerous diffi-
culties for a deepwater port, “the most 
formidable of which is that the water is 
not deep.” 

He also pointed out that the Port 
Authority’s business plan is based on 
capturing six times the share of South-
eastern U.S. container traffic currently 
going through the Port of Wilmington. 
“Because of access and geographic fac-
tors, any such capture at all is unlike-
ly,” stated the review.

His review also concluded that 
North Carolina’s needs for import and 
export facilities would be met best 
through the Port of Wilmington expan-
sion plans that already have begun.

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.” And, “the location of the 
proposed NCIT raises significant op-
erational and security issues for our 
company,” he wrote. 

Yates said that a major construc-
tion project and ongoing shipping 
and operation directly adjacent to the 
nuclear plant would challenge plant 
security. Another major concern is that 
the NCIT 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-

The property purchased for a proposed Southport port sits adjacent to Progress Energy’s Brunswick Nuclear Plant. Opponents 
of the port express concerns about transportation in and out of the property and possible interference with the nuclear plant’s 
cooling water canal. (CJ photo by Don Carrington)

Transportation access to the port property is an issue due to the limited road and 
rail access to the property adjacent to the Brunswick Nuclear Plant. (CJ photo by 
Don Carrington)

Continued from Page 1

Continued as “Proposal,” Page 15
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Salt Wars Could Victimize Beloved N.C. Meat Products

Proposal for N.C.’s Third State Port Spurs Opposition in Southport

Alderman, a professor of epidemiol-
ogy at the Albert Einstein College of 
medicine:

“[O]ver the past generation, 
while sodium intake in the United 
States appears to be increasing, deaths 
from heart attacks and strokes have 
declined by half,” Alderman wrote. 
“It is also possible that a change in this 
single dietary element might disturb 
unknown nutritional interactions and 
thus generate other as yet unrecog-
nized effects, good or bad.”

Just how much salt the FDA 
might cut has not yet been determined, 
but DeWitt said allowances might be 
made for inherently salty foods like 
brine cheeses, pickles, olives, and 
country ham.

Country ham
“There are products where salt is 

part of their makeup, it’s part of their 
character,” DeWitt said. “It was not the 
intent of the committee to get rid of 
these products altogether.”

Candace Cansler, director of the 

National Country Ham Association, 
said U.S. Department of Agriculture 
regulations require country hams to 
have at least 4 percent salt content. 
Any less and the meat is subject to mi-
crobial contamination. 

DeWitt said the FDA probably 
wouldn’t write a rule contradicting the 
USDA’s 4 percent minimum rule, but it 
might set a salt content maximum at 6 

or 7 percent. 
Cansler said the salt content of 

the average country ham is between 5 
percent and 8 percent. She said setting 
a maximum of 6 percent or 7 percent 
would not be impossible, but it would 
impose costs and complications on 
producers. 

“Different hams absorb salt at 
different rates,” Cansler said. “If the 

USDA changes the salt charts, they’ll 
have to change the aging chart as well.” 

The longer a country ham ages, 
the saltier it gets, she explained. It 
would not be difficult to apply an up-
per salt limit to hams produced and 
sold locally, but a ceiling could compli-
cate the production of hams targeted 
for export or import. 

And an upper limit would re-
strict certain producers that use ag-
ing as a way to distinguish their hams 
from their competitors. 

Cansler also said that country 
ham should not be considered a di-
etary staple. It’s “something you eat in 
moderation,” she said. “It’s a flavorful 
treat, like bacon.”

DeWitt agreed: “Nobody’s mak-
ing a meal out of pickles or olives. 
They’re consumed as a side, not a main 
meal. To me country ham falls in that 
same category.”

But there’s no guarantee that the 
FDA would categorize country ham as 
a delicacy. “That’s something FDA will 
have to decide for itself,” DeWitt said.

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 access to the nuclear plant 
during an emergency posed a signifi-
cant safety concern. Williams aban-
doned interest in the site after Progress 
signaled it would not cooperate.

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

‘Cannot allow this to fail’
“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. Eagar joined the Ports Au-
thority 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 mis-
sion 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.

NoPort Southport believes that 
all aspects of the project — including 
the feasibility study — should be put 

on hold. Among its concerns is the 
belief that the business case for the 
NCIT “rests on very questionable as-
sumptions” about the magnitude of 
container business the NCIT would be 
able to capture, and that funding for 
the project may be difficult to secure. 
NoPort also cites environmental con-
cerns, safety issues with the adjoining 
nuclear plant, and infrastructure prob-
lems that should be resolved before a 
feasibility study is started.

The Ports Authority, an agency 
of the N. C. Department of Commerce, 
currently operates state ports in Wilm-
ington and Morehead City, plus inland 
terminals in Charlotte and Greensboro. 
It is governed by an 11-member board 
of directors. The governor appoints 
seven members and designates the 
chairman and vice chairman. The Gen-
eral Assembly appoints four members. 

Former Gov. Mike Easley ap-
pointed current Chairman Carl Stew-
art Jr. of Gastonia, a former speaker 
of the N.C. House of Representatives. 
Stewart’s term ends July 1, but Perdue 
has reappointed him to another 6-year 
term. 

The project
The property is three miles from 

downtown Southport and 20 miles 
down river from The Port of Wilming-
ton. Developing the site will require 
extensive dredging and the destruction 
of natural areas along the river. Major 
highway and railway improvements 
will be necessary to access the site.

The project has two main com-
ponents. The first is the dredging of 
the river and sea channels to a depth 
of 50 feet. Those tasks would be the 

responsibility of the Army Corps. The 
state would be responsible for the sec-
ond component — development of the 
shore facilities, including the construc-
tion of adequate roads and rail lines.

The Army Corps needs a specific 
local partner before it can proceed with 
a feasibility study. 

While the local partner could 
have been another agency, state and 
Army Corps officials decided the best 
local partner would be the N.C. De-
partment of Environment and Natural 
Resources. Secretary Dee Freeman, an 
appointee of Perdue, said DENR has 
partnered with the Army Corps on 
several other projects, and due to nu-
merous environmental issues he want-
ed his agency to be involved early in 
the feasibility study phase.

Freeman told CJ that after consul-
tation with Perdue, he would decide 
sometime this summer whether to sign 
a letter of intent to partner with the 
Army Corps and pay half of the cost of 
a feasibility study expected to run $10 
million. 

Before the feasibility study can 
proceed, it also must receive specific 
funding approval from the both Con-
gress and the General Assembly.

Freeman is open-minded on 
the conclusions of a feasibility study. 
He said it might conclude that a 
new port is not a good idea, or that 
it is a good idea, but the South-
port site is not a good location. 

Freeman, Eagar, and Army 
Corps officials have told CJ that a 
feasibility study may take up to five 
years.                                      CJ

State officials say the Wilmington port, above, and the port in Morehead City are not 
adequate to meet the state’s needs. (CJ photo by Don Carrington)

Salted hams hang in temperature- and humidity-controlled rooms at Johnston County 
Hams in Smithfield to complete the curing process. (photo by Don Carrington)

Continued from Page 1
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African Hair Braiders Say New Regulations Threaten Craft
By Sara BurrowS
Associate Editor

RALEIGH

African hair braiders in North Carolina will 
soon need a license to practice their craft. 

As of July 1, North Carolina will be-
come the 18th state to require women to carry a li-
cense to braid hair. 

Braiders have a year — until July 1, 2011 — to 
take a written and practical exam administered by 
the North Carolina Board of Cosmetic Art Examin-
ers. Those who fail must spend 300 hours and thou-
sands of dollars at a cosmetology school to relearn a 
skill most braiders mastered as young children. 

Anyone trying to enter the field after July 2011 
will have to take the 300 class hours, without the op-
portunity to test out. 

One problem: the vast majority of hair braid-
ers emigrated from West Africa, and most can’t read 
or write English. Moreover, traditional African hair 
braiders do not use chemicals, so they say there’s no 
need to provide instruction on hygiene and other 
safety concerns that do not apply to their skills.

Complaints not from customers
The national trade group representing African 

braiders says North Carolina’s law is little different 
from barriers placed on practitioners in states across 
the country; the primary complaints have not origi-
nated from customers but from licensed cosmetolo-
gists who see the braiders as unwelcome competi-
tion.

Requiring hair braiders to take formal exams 
smacks of a literacy test. “Back home, a lot of fami-
lies don’t let their girls go to school,” said Mariama 
Diakhate, the owner of two African hair-braiding sa-
lons in Raleigh. 

Diakhate, who is originally from Senegal, re-
ceived a formal education because her dad served in 
the military, but six of her eight employees are illiter-
ate. The two who can read and write do so in French. 

Lynda Elliott, director of the state cosmetol-
ogy board, confirmed the test would not be offered 
in French and that accommodations would not be 
made for those who can’t read. 

“If you don’t know how to read or write, you 
don’t take classes,” Diakhate said. “You just pack 
your stuff and move out of North Carolina.”

Diakhate said she, her sister, and her cousin 
will get licensed and do their best to keep the busi-
ness running, but losing eight employees may force 
her to close her doors and move out of state as well. 

Even if the braiders had the language skills nec-
essary to pass the written exam (which Elliott said in-
cludes questions about hygiene, health, and braiding 
techniques), Diakhate says the practical exam and 
any classes on braiding are pointless.

“There is no school back home that teaches you 
how to braid,” she said. “Either you know how to do 
it, or you don’t know.”

“It’s in our blood,” she added. “It’s our cul-
ture.”

Diakhate began “braiding her dolls” when she 
was 7 or 8. “I did my sisters’ hair,” she said. “They 
did mine.”

Taalib-Din Uqdah, who has been referred to as 
the “Johnny Appleseed of hair braiding,” confirms 
this is the case. 

Uqdah and his wife Pamela Ferrell own a pres-
tigious hair-braiding salon in Washington, D.C., 
called Cornrows & Co. Ferrell, who is Diana Ross’ 

hair stylist, is considered the foremost authority on 
natural hair care, which includes braiding, twisting, 
and locking of hair. 

The couple has trained dozens of women 
who’ve gone on to open their own salons. 

In the 1980s the District of Columbia tried to 
shut them down, threatening them with fines and jail 
time for operating without a cosmetology license. Af-
ter 10 years of battle, with help from the libertarian 
law firm Institute for Justice, the couple was able to 
exempt braiders from the local licensing law. 

After his success, Uqdah formed the Ameri-
can Hairbraiders and Natural Haircare Association 
to help braiders nationwide fight regulations that 
threaten their livelihoods. 

Uqdah advises braiders in North Carolina to 
“openly defy” the law. He says he and the Institute 
for Justice can help them fight and win. 

Ulterior motives
Rep. Earline Parmon, a black Democrat from 

Forsyth County, said she introduced the licensing 
legislation for health and public safety reasons.

“Several of my cosmetologist constituents in 
Winston-Salem were seeing a lot of customers who 
had been to hair-braiding shops and were having all 
kinds of problems with hair breakage or chemicals 
that had been placed in their hair inappropriately,” 
Parmon said. 

Uqdah says traditional braiders do not use 
chemicals of any kind. He said they use nothing 
more than “shampoo, a comb, and a little oil now 
and then.”

Licensing laws rarely are created for the pub-
lic good, said Uqdah. Rather, they are created to ap-
pease private interests who don’t like competition. 

“Cosmetologists look at braiders as if they are 
taking money out of their pockets,” he said. 

West African braiders are now learning to add 
extensions to white women’s hair, he said. White 
cosmetologists wanted to offer the service but didn’t 
know how to braid. So they created other methods — 
gluing and singeing.

Represents 25 percent of calls
Uqdah said up to 25 percent of calls coming 

into salons are women asking for extensions, braid-
ing, twisting, or locking services.

“If braiders weren’t making money, the cosme-
tology industry wouldn’t be concerned about them,” 
he said.

Parmon said no cosmetology association lob-
bied her before she introduced the legislation. She 
said the bill was prompted instead by individual 
complaints. 

Diakhate and dozens of other salon owners 
have formed an association and plan to meet with 
Parmon and Rep. Larry Womble, another black Dem-
ocrat from Winston-Salem who co-sponsored the bill.  

Parmon said she wished the braiders had con-
tacted her with their concerns before the legislation 
was passed. 

Diakhate said a group of five women carpool 
from Virginia (where licensing is currently required) 
to have their hair braided in her shop. If she has to 
move, she believes her customers will follow her 
wherever she goes, “because that’s what they need.”

“I don’t see a requirement for licenses putting 
[anybody] out of business,” Parmon said. “I would 
never do anything to cause people to lose their jobs 
or put people out of business, unless they’re so bad 
they need to be out of business.”                           CJ

Mariama Diakhate (center) and two employees, Linda and Carine, braid customer Gloria Jones’ hair at the African 
Braids by Miriam salon in Raleigh. Linda and Carine will likely lose their jobs after a new law requiring braiders 
to be licensed goes into effect in July. (CJ photo by Sara Burrows)
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COMMENTARY

MICHAEL
LOWREY

Courts: Man-Made Ditch
Is a Navigable Waterway Horsey Set Enjoys

Tax-Funded Galloping
The world is not going to the 

dogs. In fact, it is going to the 
horses. Or at least that’s what 

you might conclude from news 
coverage across the state in April, 
with three of the state’s leading 
newspapers all running lengthy 
stories about the importance of the 
horse industry.

In Robeson County, there 
was a ceremonial groundbreaking 
on a new 54,000-square-foot arena 
that will be used for horse shows 
and other attractions. And as Greg 
Cummings, Robeson County’s eco-
nomic development director, put 
it to the Fayetteville Observer, “It’s 
going to be huge for us.”

The big topic in 
Rockingham County is 
a proposed $22 million 
equestrian center. While 
the idea has been floating 
around for a few years, it 
also keeps increasing in 
scope, with local officials 
wanting to firm up fund-
ing so that other parts 
of the state don’t build a 
similar facility first.

Asheville Citizen-
Times columnist John Boyle, mean-
while, wrote a column describing 
the horse industry’s economic 
impact in North Carolina in gen-
eral and Western North Carolina in 
particular. 

Equestrian centers seem to 
be the latest fad in “build-it-and-
they-will-come” tourism-centered 
economic development schemes. 
Think of them as the rural ver-
sions of convention centers. Or 
aquatic centers, such as the one 
Greensboro is building, in that both 
horse arenas and big swimming 
pool complexes claim to be able to 
boost employment and raise local 
incomes by attracting passionate 
niche audiences. 

As always, “build it and they 
will come” raises questions. 

If the horse industry truly is 
as large as the economic develop-
ment types in government claim it 
is, then why should government 
be in the business of hosting horse 
shows? After all, private entre-
preneurs should respond to the 
“huge crowds of horse enthusi-
asts” — as the Fayetteville Observer 
describes the potential audience for 
the Southeastern North Carolina 
Agricultural Center and Farmers 
Market in Lumberton — and build 

private equestrian centers.
The answer, of course, is that 

there are numerous private and 
nonprofit equestrian centers in the 
state. The market for horse exhibi-
tions is limited, and government-
run shows compete with existing 
private facilities. 

The Robeson County facility, 
which is expected to cost $5 million 
and seat 900 for horse and livestock 
shows, will be paid for with money 
appropriated by the General As-
sembly two years ago and funds 
from Golden LEAF. Which is to 
say, it’s pork. And it’s pork with a 
particular purpose, to help draw 

crowds to an underper-
forming local farmers 
market.

“The arena will 
bring people to the area, 
and those people are 
going to see the farmers 
market where it is,” said 
Robeson County Man-
ager Ken Windley. “You 
can’t miss it.”

And what hap-
pens if enough people 
don’t come? Kind of like 

the crowds that were supposed to 
flock to a certain farmers market in 
Lumberton that never have quite 
materialized? 

That’s the specific concern 
of some residents in Rockingham 
County, which is considering a 
much more ambitious project, and 
one requiring substantial funding 
from yet-to-be-identified sources. 
The fear is that low attendance 
would force the county to raise 
property taxes to make up any 
deficits. 

There’s certainly precedent 
for that. The Randy Parton Theatre 
was supposed to transform Roa-
noke Rapids. It didn’t, and now 
Roanoke Rapids taxpayers are on 
the hook for millions of dollars.

Nor do all equestrian centers 
do well. The Virginia Horse Center 
in Lexington, for example, is strug-
gling, and many local residents say 
its losses have driven up taxes.

It’s best to say “nay” to horse-
based government economic de-
velopment schemes. If there truly 
is a need for such facilities, they 
will appear without government’s 
involvement.                                    CJ

Michael Lowrey is an associate 
editor of Carolina Journal.

By MiChael lowrey
Associate Editor

RALEIGH

Is a man-made ditch considered 
navigable under state law, and thus 
public property, if fishing boats use 

it? The state’s second-highest court 
ruled May 18 that it is — and such 
man-made waters are subject to the 
state’s public trust doctrine.

Patrice C. Clarke and Fish House 
Inc. operate restaurants on adjoin-
ing properties in Engelhard in Hyde 
County. On the border of the proper-
ties lies a canal called the Old Sam 
Spencer Ditch that 30-foot-long fishing 
vessels use to get 
to the fish houses. 
In October 2007, 
Fish House sued 
Clarke for tres-
pass, and sought 
an injunction to 
keep her from us-
ing the canal. In 
response, Clarke 
argued among 
other things that 
the Old Sam Spen-
cer Ditch was navigable water.

Superior Court Judge Quentin 
T. Sumner ruled that the waters of the 
canal are indeed navigable and dis-
missed the trespass claim. 

Fish House then brought the mat-
ter before the N.C. Court of Appeals. 
On appeal, it argued that based on fed-
eral law, even if the Old Sam Spencer 
Ditch was indeed 
“navigable,” Fish 
House still could 
keep Clarke from 
using it.

The appeals 
court, however, 
was not persuad-
ed. 

“We agree 
with the trial court 
and defendant 
that the canal, 
although man-
made, is a navigable waterway held 
by the state in trust for all citizens of 
North Carolina,” wrote Judge Cheri 
Beasley for the Court of Appeals.

The state’s appellate courts have 
held that the lands under navigable 
waters are held in trust by the state 
such that “the benefit and enjoyment 
of North Carolina’s submerged lands 
is available to all its citizens, subject to 
reasonable legislative regulation, for 
navigation, fishing, and commerce.” 
This is called the public trust doctrine.

There’s a simple test to determine 
whether a body of water is navigable. 
As the N.C. Supreme Court stated in 
a 1995 case called Gwathmey v. State of 
North Carolina, “if a body of water in its 

natural condition can be navigated by 
watercraft, it is navigable in fact and, 
therefore, navigable in law, even if it 
has not been used for such purpose.”

Old Sam Spencer Ditch is not a 
naturally occurring body of water; it is 
man-made. Does public trust doctrine 
extend to it? 

For guidance, the N.C. Court of 
Appeals looked to South Carolina case 
law. The law in both states is similar, 
and in a 1990 case called Hughes v. 
Nelson, the S.C. Court of Appeals was 
faced with the question of “whether 
the waters of the canal are navigable 
waters, making the canal a public high-

way, or whether, 
on the other hand, 
the canal is pri-
vate property, like 
a privately owned 
road. … When a 
canal is construct-
ed to connect with 
a navigable river, 
the canal may be 
regarded as a part 
of the river.”

The Court of 
Appeals also noted that the N.C. De-
partment of Environment and Natural 
Resources’ Division of Coastal Man-
agement handbook for development 
regards man-made water bodies as 
subject to the public trust doctrine un-
der certain circumstances.

“[T]he controlling law of naviga-
bility concerning the body of water ‘in 

its natural condi-
tion’ reflects only 
upon the manner 
in which the wa-
ter flows with-
out diminution 
or obstruction,” 
wrote the court. 
“Therefore, any 
waterway, wheth-
er man-made or 
artificial, which is 
capable of naviga-
tion by watercraft 

constitutes ‘navigable water’ under 
the public trust doctrine of this state.”

As the canal was being used for 
commercial purposes and navigated 
by 30-foot-long boats, the appeals 
court held that it was navigable and 
the public trust doctrine applied. State 
courts previously have held that pri-
vate individuals lack the standing to 
sue for damage to public lands. Thus, 
Fish House couldn’t sue for trespass.

Because the ruling by the three-
judge panel of the appeals court was 
unanimous, the high court is not re-
quired to hear the case should Fish 
House appeal.

The case is Fish House Inc. v. 
Clarke, (09-1047) .                               CJ

Courts: private
individuals lack
standing to sue

for damages
to public lands
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Raleigh Water Users Conserve, Get Rewarded With Rate Hikes
By MiChael lowrey
Associate Editor

RALEIGH

Raleigh residents are facing the prospect of 
another water rate increase, the third in two 
years. If approved, Raleigh residents would 

pay about 25 percent more per gallon than they did 
two years ago. The repeated rate hikes are prompting 
some to question the city’s focus on water conserva-
tion, reports the Raleigh News & Observer.

In April, Raleigh’s water department requested 
the latest rate hike — 9 percent — to help close a $22 
million budget gap. If approved, the average month-
ly water and sewer bill would increase from $36.52 
to $39.79.

The proposed rate hike comes in response to 
lower usage by Raleigh water customers. The aver-
age Raleigh residence uses 25 percent less water to-
day than five years ago. While the recession also is 
a factor, the city’s water conservation efforts figure 
prominently in the usage decrease. 

The city and the surrounding towns it sup-
plies water to have permanent mandatory watering 
restrictions in place; even-numbered houses can wa-
ter on Wednesday, Friday, and Sunday, while odd-
numbered houses can do so on Tuesday, Thursday, 
and Saturday. Irrigation systems can be used only 
between midnight and 10 a.m. Residents are allowed 
to use sprinklers only between 6 and 10 a.m. and be-
tween 6 and 10 p.m. 

Charlotte social networking
Local governments increasingly are turning 

to social media outlets such as Facebook and Twit-
ter to reach citizens. Charlotte is just starting to 

make use of social networking, and is doing so in a 
manner that has some questioning whether it is us-
ing the medium effectively, reports The Charlotte Ob-
server.

Charlotte is now on Facebook. But unlike 
Mecklenburg County and the cities of Raleigh, Win-
ston-Salem, Greensboro, and Asheville, Charlotte 
isn’t allowing Facebook users to comment directly 
on the material on its page. The city uses a Facebook 
setting that makes user comments accessible only to 
city staff. 

“It’s essentially an anti-social policy,” said Bran-
don Uttley, a social media specialist with the Char-
lotte marketing firm of Wray Ward. “Social media is 
all about engaging with your audience and actually 
encouraging feedback. If you explicitly prohibit com-
ments, it shuts off the dialogue. And another word 
for that is censorship.”

City officials defend their current policy, which 
they say avoids the potential of a lawsuit should 
they feel the need to remove a public comment that 
is deemed to be offensive.

“They can send e-mail,” said Bob Hagemann, a 
lawyer who works for the city. “They can send mail. 
They can make phone calls. We’re not restricting an 

individual’s right to communicate with their govern-
ment.”

Triangle commuter rail?
The state-owned N.C. Railroad wants to use 50 

miles of its tracks to provide passenger rail service 
between Durham and Wilson’s Mills in northern 
Johnston County. Whether the funding can be found 
for the route remains to be seen, reports the Raleigh 
News & Observer. 

Commuter rail service involves a diesel loco-
motive pulling passenger cars over track that typi-
cally is used also by freight trains. The N.C. Railroad 
looked at potential consumer interest in commuter 
rail along a 140-mile stretch of track it owns from 
Goldsboro to Greensboro.

“It doesn’t make sense to run commuter rail all 
the way from Goldsboro to Greensboro,” said Mas-
roor Hasan, a consultant who worked on the study. 
“If you want to start with one section, I think that 
section should be Durham to Wilson’s Mills.”

The railroad projects the 50-mile route, which 
would feature 11 stops, would attract 8,258 riders 
each workday by 2022. Funding for the line may 
come from a proposed Triangle-area 0.5-cent sales 
tax.     

The Durham to Wilson’s Mills line is the sec-
ond commuter rail line proposed in the state. The 
Charlotte Area Transit System hopes to build a com-
muter line from downtown Charlotte to the towns 
of Huntersville, Cornelius, and Davidson in north-
ern Mecklenburg County. The proposal is on hold 
pending a funding source; low ridership projections 
make it unlikely that the federal government would 
help cover construction costs.                            CJ

Salt Wars Could Victimize Beloved North Carolina Meat Products
Bacon

It’s also unclear how the FDA 
would treat bacon, another pork prod-
uct heavily reliant on salt. 

A story on salt regulation in The 
Philadelphia Inquirer suggested that 
the “FDA might mandate maximum 
amounts of sodium per serving in food 
categories — say, bacon — in 2015, 
then slightly less in 2018, and finally 
reaching the goal in 2024.”

That would pose problems for 
bacon producers. “Bacon’s not bacon 
unless you use salt to cure it,” Cansler 
said. 

Bright Leaf hot dogs
Without question, hot dogs will 

be regulated, along with other pro-
cessed packaged foods. Although no 
target sodium level has been set, there 
has been talk of reducing salt content 
in all packaged foods by 25 percent 
over the next five years and even more 
in the next 10. 

Johnny Hayes, plant manager 
at Smithfield-based Carolina Packers, 
said their signature Bright Leaf hot 
dogs now have a salt content of 2.5 per-
cent. A 25 percent cut would take that 
down to 1.9 percent. 

“They can’t get much lower than 
2 percent, or they’re going to deal with 
a lot more problems than salt,” he said. 

Those problems include E. coli, 
salmonella, staphylococcus, and liste-
ria. 

“I’ve been in this business 22 
years,” Hayes said. “I’ve been through 
the reduced sodium thing with anoth-
er company. There’s really no preser-
vative like salt when it comes to curing 
or preserving meat. It’s been used for 
thousands of years.”

Carolina Packers general man-
ager Kent Denning said cutting back 
on salt would reduce the already brief 
shelf life of the hot dogs, forcing the 
company to switch to vacuum pack-
aging or make grocery store deliveries 
more often. 

What sets the Bright Leaf brand 
apart from the competition, Denning 
said, is that they’re sold in a bag, let-
ting customers know the hot dogs 
are fresh. Vacuum-packaged hot dogs 
have an 85- to 90-day shelf life, while 
Bright Leaf hot dogs are supposed to 
be sold within 18 days of the date they 
are packaged. 

Denning has tried to switch to 
vacuum packs in the past, and his 
customers were furious. He said that 
his company serves a niche market 

and that he would lose customers by 
adopting vacuum packaging.

The alternative would be making 
deliveries to markets four or five days 
a week, instead of the one or two Caro-
lina Packers now makes.  

“That’s a cost you’ll have to pass 
on to the consumer,” Denning said. 

In addition to reducing shelf 
life, cutting back on salt would re-
duce flavor, Denning said. “I’ve been 
here 20 years, and our recipe has never 
changed because that’s what our cus-
tomers want, and we try to give them 
what they want,” he said. 

Bland gourmet?
Paul Stone, president of the North 

Carolina Restaurant and Lodging As-
sociation, expressed similar sentiments 
about mandatory salt reduction. 

“Whether it’s salt or cheese or 
pepper or parsley, it’s everything in 
moderation,” Stone said. “The idea 
that any one ingredient would be 
moderated doesn’t make any sense. 
Anything in excess with food, or with 
a lot of things in life, won’t be good for 
you.” 

Stone said it was “hard to fath-
om” what would happen to restau-
rants if the government began enforc-
ing reduced-salt menus. 

“The whole idea of eating out is 
you have somebody there to prepare a 
good meal for you,” Stone said. 

If chefs are not allowed to use the 
same amount of salt in their time-hon-
ored recipes, customers may not enjoy 
their favorite menu items anymore, 
and might start eating at home. 

“I think it’s really, really ap-
proaching a nanny state when they 
start even thinking about stuff like 
this,” Stone said. 

NCRLA’s website states the as-
sociation “will oppose any proposed 
state legislation requiring the removal 
or reduction of any specific ingredients 
used to prepare food.”

Reason’s Sullum, author of For 
Your Own Good: The Anti-Smoking Cru-
sade and the Tyranny of Public Health, 
also says low-salt mandates intrude on 
individual rights and personal respon-
sibility. “[E]ven if it were proven that 
consuming a certain amount of salt 
was bad for you,” Sullum said, “the 
government doesn’t have any business 
telling you what you may eat and what 
you may not eat.”

Cansler of the National Coun-
try Ham Association agrees: “We 
can’t decide for ourselves whether 
we want to eat salt or not — our 
government has to tell us?” CJ

Continued from Page 15
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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

Reid’s Bill Would Overturn N.C’s Ban on Collective Bargaining 

Visit our Western regional page
http://western.johnlocke.org

The John Locke Foundation
has five regional Web sites span-
ning the state from the mountains 
to the sea.

The Western regional page in-
cludes news, policy reports and 
research of interest to people in 
the N.C. mountains.

It also features the blog The 
Wild West, featuring com-
mentary on issues confronting 
Western N.C. residents.

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

By Donna Martinez
Contributor

RALEIGH

Nearly 32,000 North Carolina state and local 
public safety employees could begin negoti-
ating contracts with unions if recently intro-

duced federal legislation becomes law. 
The Public Safety Employer-Employee Coop-

eration Act of 2009, S. 3194, introduced April 12 by 
Senate Majority Leader Harry Reid, D-Nev., would 
override North Carolina law, forcing the state, mu-
nicipalities, and counties to recognize and bargain 
collectively with unions representing police, fire-
fighters, emergency medical responders, and others. 

Union officials refused to speak to Carolina Jour-
nal about the pending legislation. Representatives 
from the SEIU-affiliated State Employees Associa-
tion of North Carolina, the North Carolina Fraternal 
Order of Police, and the International Association of 
Firefighters did not respond to repeated requests for 
comment. 

The bill could become law quickly and without 
substantive debate. Reid introduced S. 3194 under a 
rule that allows it to bypass committee review and 
proceed to the floor in as little as 48 hours. 

No action had occurred as of press time.
S. 3194 would override North Carolina General 

Statute 95-98, which for 51 years has prohibited pub-
lic-sector collective bargaining. Once in place, S. 3194 
would let public safety employees elect to be repre-
sented by a union and have their hours, wages, and 
terms and conditions of employment determined 
by collective bargaining. Supervisors and managers 
would be exempt. 

The North Carolina League of Municipalities 
estimates 28,000 municipal and county law enforce-
ment workers and paid firefighters would fall under 
the bill. The State Office of Personnel puts the num-
ber of public safety positions in state government at 
nearly 3,800, including members of the Highway Pa-
trol, employees of the State Bureau of Investigation, 
and others.

“From my experience, it would be costly to lo-

cal governments,” said Wayne Bowers, city manager 
of Greenville and former city manager of Gainesville, 
Fla., where collective bargaining is law. “We had one 
full-time labor relations person, we had a staff assis-
tant to that labor relations director, we had one city 
attorney who spent just about full time on labor rela-
tions issues, and we occasionally had to hire outside 
attorneys.” Cost to Gainesville: roughly $250,000.

 Mint Hill Police Chief Tim Ledford, presi-
dent of the North Carolina Association of Chiefs of 
Police, believes collective bargaining will bring tax 
increases and layoffs. The association opposes the 
bill. Ledford, once a union official in a different in-
dustry, says he understands rank-and-file officers see 
collective bargaining as a path to higher compensa-
tion. 

However, his experience showed him union 
contracts hurt good workers by protecting slackers: 
“With unions, everybody gets the same across the 
board.”

Compensation costs will rise with a union-
ized public sector work force, according to Chris 
Edwards, director of tax policy studies for the Cato 
Institute. In the Cato report “Public-Sector Unions,” 
Edwards writes that after adjusting for state-to-state 

differences in the labor market, “public-sector unions 
increase average pay levels by roughly 10 percent.”

Rebecca Troutman of the North Carolina As-
sociation of County Commissioners says local law 
enforcement officers receive a competitive salary, a 5 
percent 401(k) contribution by their employers every 
year, a robust pension plan, and a separation allow-
ance. 

S. 3194 is an expensive, unfunded mandate, 
says Ellis Hankins of the League of Municipalities. 
“It’s going to result in the same services being de-
livered at a much higher cost,” Hankins said.  Like 
the county commissioners’ group, the league says 
collective bargaining would create an adversarial re-
lationship between employee and employer and lead 
to collective bargaining with other public employees.

The North Carolina Association of Fire Chiefs 
hasn’t taken a position on the bill, but President Frank 
Burns thinks North Carolina’s small towns could be-
come all-volunteer forces if S. 3194 passes. Burns, fire 
chief of Kings Mountain, questions whether small 
towns could afford collective bargaining rules on 
hours worked, pay rates, benefits, and duty require-
ments. He doesn’t think an all-volunteer force would 
impact service adversely. Burns says volunteers com-
prise 80 percent of North Carolina’s 50,000-strong 
firefighting force, while 20 percent are paid. 

Among the North Carolina Senate delegation, 
Republican Richard Burr opposes S. 3194. On May 
7, he told WPTF  radio he doesn’t see the bill coming 
up during the regular session of Congress but did 
suggest it could be passed in a lame-duck session of 
Congress after November’s election.

Democratic U.S. Sen. Kay Hagan’s office didn’t 
respond to CJ’s request for her position. In Septem-
ber 2008, then-candidate Hagan told Greensboro 
News & Record reporter Mark Binker: “Once I’m 
elected to the U.S. Senate, I want you to know that 
I will never support a bill at the federal level that 
mandates states allow collective bargaining of state 
government employees. I truly believe that’s a state 
rights issue. That’s my strong belief and that’s how 
I’ll vote.”                                                                  CJ
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From the Liberty Library Book Review

Mattera Looks at Youth’s Infatuation With Obama• Since the beginning of the 
New Deal, American liberals have 
insisted that the government must 
do more — much more — to help 
the poor, increase economic security, 
promote social justice and solidarity,  
reduce inequality, and mitigate the 
harshness of capitalism.

Nonetheless, liberals never 
have answered, or even acknowl-
edged, the corresponding question: 
What would be the size and nature 
of a welfare state that was not 
contemptibly austere, that did not 
urgently need new programs, bigger 
budgets, and a broader mandate?

Never Enough by William 
Voegeli explores the roots and con-
sequences of liberals’ aphasia about 
the welfare state’s ultimate size. It 
assesses what liberalism’s lack of 
a limiting principle says about the 
long-running argument between 
liberals and conservatives, and 
about the policy choices confronting 
America in a new century. Learn 
more at www.encounterbooks.com.

•“America is facing a mortal 
threat. … If we don’t act now, our 
great nation will no longer exist.” So 
argues Newt Gingrich in his block-
buster new book To Save America: 
Stopping Obama’s Secular-Socialist 
Machine.

What is putting America as we 
know it in such peril? The Secular-
Socialist Machine — a corrupt bu-
reaucracy that uses manipulation, 
bribery, and dishonesty to steamroll 
the will of the people and destroy 
America’s core values.

The result? An America of de-
pendency, low growth, and govern-
ment control. An America that is on 
par with Europe and lagging behind 
countries like China and India. An 
America that is forced to follow — 
not lead. More at www.regnery.com.

• One of the grim comedies 
of the 20th century was the fate of 
victims of communist regimes who 
climbed walls, swam rivers, dodged 
bullets, and found other desperate 
ways to achieve liberty in the West 
while intellectuals in the West senti-
mentally proclaimed that these very 
regimes were the wave of the future.

In The Servile Mind: How Democ-
racy Erodes the Moral Life, Kenneth 
Minogue explores the intelligentsia’s 
love affair with social perfection and 
reveals how that idealistic dream is 
destroying exactly what has made the 
inventive Western world irresistible 
to the peoples of foreign lands. More 
at www.encounterbooks.com.      CJ

• Jason Mattera, Obama Zombies: How the Liberal Machine 
Brainwashed My Generation, New York: Threshold Editions, 
2010, 260 pages, $25.

By SaM a. hieB
Contributor

GREENSBORO

Allow me to describe the way I felt as I picked up Jason 
Mattera’s book Obama Zombies. It’s like approaching 
a bad accident along the highway. You don’t want to 

look, but you can’t help it. After viewing the carnage, you 
realize it’s worse than you thought.

I’m not talking about the book itself. I’m talking about 
the information inside the book. It certainly was no surprise 
that young people turned out en masse for Barack Obama 
in the 2008 election. It certainly was no secret that the main-
stream media were in the tank for Obama. It certainly was 
no secret that Hollywood celebrities used their status and 
their money to help elect Obama. I knew all that as I started 
reading. But like that car wreck on the side of the highway, it 
was even worse than I thought. 

Reading Obama Zombies, you 
shudder at the thought of this coun-
try electing a president — the leader 
of the free world, mind you — based 
on such crass and superficial appeals 
to proverbial young skulls full of 
mush. But it worked — nationwide, 
68 percent of people ages 18-29 voted 
for Obama; in North Carolina, it was 
74 percent.

Young people are the major 
consumers of mass media, and the 
2008 campaign was the first in his-
tory, as Mattera writes, “to pack a 
full punch of online mass media and 
Obama — to his credit — took full 
advantage of it.”

It sure didn’t hurt that the 
mainstream media was in the tank 
for Obama. Some media members 
cashed in for a bigger paycheck — 
Mattera lists the number of former 
political reporters now working for 
the Obama administration.

But Obama took 21st-century 
mass media one step further. His 
campaign “digitally dominated” 
the McCain campaign in every aspect, from the number of 
YouTube videos to the number of Google references to the 
number of Facebook friends — no surprise since Facebook 
co-founder Chris Hughes worked for the Obama campaign

“The data are jaw-dropping,” Mattera writes. “Old 
man McCain got destroyed in the online medium.”

It’s also no secret that celebrity culture mostly is made 
up of liberals, and young people — voracious consumers of 
celebrity culture in today’s world of reality television — are 
more vulnerable to celebrity endorsements than ever before. 

It makes for a dangerous, if inane, combination. The 
list of stars stumping for Obama is long — Bruce Springs-
teen, Dave Matthews, Ashton Kutcher, Demi Moore, Cam-
eron Diaz, Drew Barrymore. 

Springsteen and Matthews donated their time in the 
form of free concerts, volunteer efforts worth thousands of 
dollars that preached the Messiah’s message to thousands 
of young fans all too eager to receive it — especially since 
they got to see the Boss rock on for nothing.

But it’s also somewhat shocking to read about the 
crass appeals these so-called intelligent, talented celebrities 
made to young people, many focusing on bodily functions. 

As Mattera points out, liberals have a strange fascina-
tion with “poop.” That fascination reveals itself in Red Hot 
Chili Peppers lead singer Anthony Kiedis voicing his sup-

port for Obama and the environment by pledging to “flush 
(the toilet) only after a deuce, never a single.” 

Of course the ultimate media-celebrity combination is 
Comedy Central’s “dynamic duo” of Jon Stewart and Ste-
phen Colbert, unfortunately the most trusted sources for 
news among young people.

Mattera describes Stewart and Colbert as “two men 
angry at life, masking their anger and sorrows in comedy; 
they are unpaid volunteers for liberalism and cronies for 
Barack Obama.”

It’s particularly disturbing, Mattera contends, that 
young people trust Colbert to provide them with crucial in-
formation about the world around them, given his “dark 
personal life.” It cannot be emphasized enough, Mattera 
writes, that Colbert is not a professional journalist, but “a 
wandering actor, a wannabe poet, and a standup comic” 
who has “devoted his life to playing someone else.”

Stewart and Colbert have a unique shtick going on. 
When carrying water for liberals or asking hard questions 
about conservative policies, they’re journalists; yet when 

they attack Sarah Palin unfairly, 
they’re just comedians having a little 
fun with humorless Republicans.

“Wisely, Stewart deflects his 
leftist credentials through self-
deprecation,” Mattera writes. “It’s 
a win-win. You score points while 
claiming that your disgruntled op-
ponent can’t take a joke. Double 
points.”

Yet there’s not a lot funny 
behind Stewart’s attacks on con-
servatives, most notably Stewart’s 
obscenity-laced speech at North-
eastern University, where he relent-
lessly attacked and mocked Palin. 
Yet Stewart’s highly partisan routine 
drew howls of laughter from the 
5,000-plus crowd.

Mattera also offers up some 
reality on Obama’s policies, tack-
ling hot-button issues such as global 
warming, the economy, and health 
care reform. It’s stuff conservatives 
have heard before, but some rein-
forcement never hurts, especially 
when you’re trying to shake “Obama 
zombies” out of their stupor.

Fortunately, Mattera serves up a six-point list for 
“deprogramming Obama zombies.” It’s pretty basic, but 
the most important of which is to utilize the zombies’ own 
weapons — YouTube, Twitter, text messaging, iPhone appli-
cations. Conservatives should spread the conservative mes-
sage using the very communication tools embraced by the 
18-29 demographic. 

After finishing Obama Zombies, you cannot help but 
note some irony. First, Obama’s “digital domination” didn’t 
come cheap. There was a specific reason he opted out of 
public campaign financing. But liberals supposedly deplore 
the role of money in politics, don’t they?

The second irony is that the tools of communication 
Obama employed to spread his message, led by television, 
personal computers, and cell phones, are the tools of free-
dom — communication is freedom — in critical demand by 
oppressed people across the world. It’s incredible to think 
about Obama using those tools to implement a socialist 
agenda that serves only to restrict freedom.

Perhaps comparing the Obama campaign to a 
car wreck wasn’t quite accurate. The campaign was 
a well-oiled machine, running at peak efficiency. 
But the Obama presidency is bound to crash soon-
er or later, and we’ll all be forced to watch.             CJ
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www.JohnLocke.org
YOUR HOME ON THE WEB FOR  

NORTH CAROLINA PUBLIC POLICY

Creating your own personal Key Account at  
www.JohnLocke.org is a great starting place for tracking  
the critical public policy issues facing North Carolina.

Each day, your Key Account searches a comprehensive 
database of JLF reports, briefing papers, news articles, 
press releases, and events notices to display timely 
information about the issues of your choice. It’s an 
excellent tool for those drafting legislation, researching 
policy issues, preparing news stories, planning political 
or lobbying campaigns, or seeking information with 
which to be an informed 
voter and citizen.

Visit www.JohnLocke.org 
and create your personalized 
Key Account today!

Stay in the know with the JLF blogs
Visit our family of weblogs for immediate analysis and commentary on issues great and small

The Locker Room is the blog on the main JLF Web site. All JLF employees and many friends of the 
foundation post on this site every day: http://www.johnlocke.org/lockerroom/

The Meck Deck is the JLF’s blog in Charlotte. Jeff Taylor blogs on this site and has made it a must-read 
for anyone interested in issues in the Queen City: http://charlotte.johnlocke.org/blog/

Squall Lines is the JLF’s blog in Wilmington. A group of JLF staffers and coastal friends keep folks on 
the coast updated on issues facing that region of the state: http://wilmington.johnlocke.org/blog/

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

Piedmont Publius is the JLF’s blog in the Triad. Greensboro blogger and writer Sam A. Hieb mans the 
controls to keeps citizens updated on issues in the Triad: http://triad.johnlocke.org/blog/

The Wild West is the JLF’s blog in Western North Carolina. Asheville’s Leslee Kulba blogs in this site, 
designed to keep track of issues in the mountains of N.C.: http://western.johnlocke.org/blog/

Free Markets Don’t Just Benefit Entrepreneurs Who Get Rich

TROY
KICKLER

Do free markets increase pover-
ty among the lower classes and 
assist only the rich in getting 

richer? Do free markets drag down the 
poor and keep them from climbing the 
social ladder while ensuring that the 
rich remain atop 
society? 

During the 
late 1800s, “rags-
to-riches” stories 
written by Horatio 
Alger described 
how poor people 
improved their 
standard of living 
and accumu-
lated middle-class 
comfort or great 
wealth. The stories 
were about young men born into 
poverty, and who by hard work and 
diligence became stable financially, 
or even successful. The stories were 
entertainment, to be sure, but they 
reminded Americans what could be 
accomplished with hard work, savvy, 
determination, and a little luck. 

Fiction, many times, reflects the 
times in which an author lives, and 
so did Horatio Alger’s work. Andrew 
Carnegie, John D. Rockefeller, and 

Meyer Guggenheim, to name three 
examples, started with nothing or 
with only modest means, yet earned 
massive fortunes. Carnegie worked as 
a child in a cotton mill, Rockefeller as 
a clerk, and Guggenheim as a peddler. 
All three became some of America’s 
richest men. 

A modern example is Sam 
Walton. Before he earned a fortune at 
the helm of Wal-Mart, Walton worked 
on the family farm, milked cows, and 
then sold milk that he had bottled. 
Undoubtedly, a silver spoon was not 
in the rooms in which these boys were 
born. 

These four entrepreneurs are the 
usual examples cited when telling the 
story of how free markets can help the 
poor become rich. Their stories need 
to be told, but a more convincing ar-
gument showing the widespread posi-
tive influence of free markets should 
include other success stories. 

The Old North State’s history 
includes many success stories. Free 
markets have helped poor Tar Heels 
earn wealth. Here are three notable il-
lustrations: Malcolm McLean, William 
Henry Belk, and James W. Cannon. 
(Next month’s Carolina Journal col-
umn will describe how free markets 

enabled the successful to be charitable 
toward family, neighbors, and their 
fellow man.)

A farm boy from Maxton, 
McLean (1913-2001) transformed a 
one-truck operation into one of the 
largest trucking companies in the 
nation and the largest in the South-
east. The Robeson County native 
later became known as “The Father 
of Containerization;” with his idea 
for container shipping during the 
1950s and 1960s, he revolutionized the 
shipping industry. “Container ship-
ping,” according to Anthony J. Mayo 
and Nitin Nohria in In Their Time: The 
Greatest Business Leaders of the Twenti-
eth Century, “was transporting ap-
proximately 90 percent of the world’s 
trade cargo.”

Another farmer’s son, William 
Henry Belk (1862-1952), was orphaned 
at an early age when Union soldiers, 
after the Civil War, murdered his 
father while looking for a nonexistent 
gold mine. Refusing to accept credit 
and relying on savings, Belk opened 
a store in 1888. His brother, John, 
became a business partner in 1891 and 
Belk Brothers Company was born. To-
day, approximately 200 stores operate 
across the Southeast.

James W. Cannon (1852-1921) 
produced the largest towel manufac-
turer in the world (Cannon Mills) and, 
according to one historical account, 
“the largest unincorporated town in 
the world.” Although he believed the 
South acted as a colony for North-
ern interests, Cannon still borrowed 
money from Northern bankers to start 
Cannon Cotton Manufacturing and 
worked to make the South more self-
reliant. 

In the late 1800s, only the 
wealthy purchased towels, but Can-
non started providing a product to 
people that almost all Americans now 
take for granted. By 1906, the com-
pany produced 300,000 towels and 
opened plants and created jobs across 
the Southeast. 

These are only three Tar Heel 
examples, though there are countless 
others, some of whom I’ll mention in 
future columns. Their stories serve as 
a reminder that free markets helped 
more than a handful. They’ve had a 
widespread positive influence.          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

Book Navigates Wall Street MazeCheck out ‘Save the Teens’
• Save the Teens: Preventing Suicide, 
Depression, and Addiction
By Carolyn Zahnow
Brand New Day Publishing

Why do some teens seem to 
fly through their adolescent 
years, while others struggle 

every step of the way? In her recently 
published book, Save the Teens: Pre-
venting Suicide, Depression, and Ad-
diction, Carolyn Zahnow turned the 
personal tragedy of her son’s suicide 
into a mission to help teens who are 
struggling. She also has started a sup-
port group for individuals who have 
lost loved ones to suicide.

As Zahnow tells about her son 
Cameron’s struggle, she uses a unique 
format to present vital information 
about teen depression and substance 
abuse. This format allows her to tell 
her personal story, while presenting 
information about the signs of de-
pression and substance abuse. It also 
provides information on where to get 
help for these problems.

Carolyn’s story is a tragic one. 
It is the story of a parent who did 
everything to help her child. She tells 
of the trauma of finding her son’s 
body and the pain of loss after his 
death. Cameron was an accomplished 
graphic artist and photographer. His 
journal entries show that he had the 
potential to become a writer. It is a 
story of a young man who had ev-
erything to live for.

Save the Teens is an inspirational 
book about how Carolyn has turned 
her heartbreak into action. Carolyn’s 
story is gut-wrenching, but well worth 
reading.

         — MELISSA MITCHELL

 
• I’ll Mature When I’m Dead
By Dave Barry
G.P. Putnam’s Sons

Former newspaper columnist 
Dave Barry, who has chronicled 
everything from owl vomit to fake 
lobster that glows in the dark, tackles 
the maturity of men in his latest book.

In what probably would be re-
garded as male bashing if it weren’t 
written by a man, Barry weighs in 
on the differences between male and 
female DNA, comparing the male to 
a dandelion that profligately flings 
seeds all over the place and the female 
to an elephant.

“You so rarely see a meaning-
ful, long-term, mutually fulfilling 
relationship between an elephant and 
a dandelion,” Barry writes.

Barry takes a satirical look at the 
Twilight vampire novels and their self-

obsessed heroine, sharks and crime in 
Miami, and the troubled newspaper 
industry. He reveals that he was able 
to get the Miami Herald to pay for, 
among other things, a four-day rental 
of a monkey costume.

“Newspapers were raking in 
money, and they spent it freely,” he 
writes. “It was a golden age for us 
English majors.”

Barry also details the care and 
comfort of a man who has recently 
undergone a vasectomy. His solution: 
frozen vegetables.

“In the end I went with the 
Birds Eye Spring Garden Peas,” Barry 
writes. “I recommend them.”

— SARAH OKESON

 
• “Avatar”
Directed by James Cameron
20th Century Fox DVD

To enter the world of “Ava-
tar,” “Just relax and let your mind 
go blank,” as the good Dr. Whats-
her-name told Our Hero and, 
emblematically, the audience.

A mind gone blank wouldn’t 
revolt at flying mountains, angelic 
tree seeds bestowing divine favor, 
and blue-hued, cat-eyed natives liv-
ing communally in a gigantic hard-
wood, communicating with animals 
by plugging their mystical hair into 
the beasts like some natural USB 
port, and flying on dragons. Nor 
would it scoff at the narrative’s 
laughably blatant stereotypes.

It would merely coo and 
gurgle at all the pretty colors.

Only the blankest of minds, 
however, could pass the climactic 
scenes without guffaw. The Smurfs 
— er, the Na’vi — lay Dr. Whats-
her-name’s dying body at the … 
Tree of Souls, then gyrate in perfect 
rhythmic harmony to the Great 
Earth Mother, Gaia — er, Ewok … 
no, Eywa.

Anyway, the scientist’s 
spirit becomes one with the planet-
specific deity, and just when this 
Pristine Planet and Na’tive People 
near complete destruction (the evil 
Col. Miles Standish — er, Quar-
itch — sips coffee while shooting 
down their Hometree!), Our Hero 
plugs his hair into the Tree of Souls’ 
USB port and begs the Great Ewok 
to search Dr. Whats-her-name’s 
memories and … “See the world we 
come from: there’s no green there. 
They’ve killed their mother, and 
they’re going to do the same thing 
here.”

“Avatar” is a feast for the eyes 
and a fast for the mind.

            — JON SANDERS      CJ

• Roger Lowenstein, The End of Wall 
Street. New York: Penguin Press, 2010, 
298 pages, $27.95.

By MeliSSa MitChell
Contributor 

RALEIGH

For months now, the news has 
been filled with the crash of the 
stock market and corporate bail-

outs by the federal government. Blame 
has run rampant. But what happened, 
and who was at fault? The bits and 
pieces in the news failed to satisfy my 
curiosity, so I began hunting for more 
information, and I happened to stum-
ble on economic journalist Roger Low-
enstein’s book, The 
End of Wall Street. 

As I started 
the book, I was 
more than a little 
intimidated by 
Lowenstein’s list 
of 104 individu-
als in his Cast of 
Characters. How-
ever, the list does 
come in handy, 
and I referred to it 
many times. One 
advantage of this 
approach is that 
it allows Lowen-
stein to present 
background infor-
mation about the 
major actors in the 
saga of the Wall 
Street collapse, 
putting a face on 
the players and breaking up a very 
complicated story. 

Few of Lowenstein’s players are 
presented in a favorable light, includ-
ing the two Federal Reserve chairmen. 
The Wall Street CEOs are often arro-
gant and ignore reality. Unfortunately, 
the few who sounded the alarm about 
the looming financial crisis were ig-
nored or fired.

Another hurdle is the maze of 
acronyms. From A to Z, every letter of 
the alphabet seems to be represented. I 
made a list to keep them straight.

The book is about greed, and it 
is also about the change in borrow-
ing habits of Americans. Lowenstein 
notes that after World War II, “families 
kept their borrowings to about a fifth 
of their disposable income.” Even by 
1970, Lowenstein states, “households’ 
debts were significantly less than their 
earnings. Now, though, the average 
family owes one-third more than they 
earn.” 

From the historic change in 
Americans’ attitude toward debt, Low-
enstein chronicles the 1980s, 1990s, and 
the first decade of the 21st century, fea-
turing the personalities and the finan-

cial dealings that led to the Wall Street 
crash in 2008. His is a story of an en-
tire society — including individuals, 
banks, Wall Street, and government — 
showing a total disregard for indebt-
edness, spending, and investment. At 
one point, Lowenstein says, “they” — 
meaning everyone — “ignored com-
mon sense.” 

Local lenders ignored common 
sense when they granted subprime 
mortgages to people who had credit 
scores lower than 600; under normal 
circumstances, those scores would 
have disqualified anyone from receiv-
ing a regular mortgage. 

Lenders also issued mortgages to 
people who had no 
down payment and 
never verified their 
stated incomes. 
When the housing 
bubble burst, mort-
gagees who owed 
more than their 
homes were worth 
often walked away 
from these homes, 
at times destroying 
them and stripping 
them of appliances 
and light fixtures.

Wall Street 
was no better. De-
nying the fact that 
a housing bubble 
existed, financial 
firms bought mil-
lions of dollars of 
subprime loans 

without verifying their viability. Inves-
tors ignored the signs that the bubble 
was bursting and continued to buy 
subprime loans. 

Lowenstein says the government 
caused the housing bubble and the 
crash by perpetuating the notion that 
everyone should own a home. 

In 2007, when Treasury Secretary 
Henry Paulson tried to rein in two of 
the major players in the mortgage 
meltdown, Fannie Mae and Freddie 
Mac, congressional Democrats, who 
controlled the responsible committees 
— Rep. Barney Frank and Sens. Chuck 
Schumer and Chris Dodd — refused to 
let Paulson act. 

Dodd refused even to meet with 
Paulson. Lowenstein also recounts the 
failures of the Securities and Exchange 
Commission and the Federal Reserve. 
All the government regulation tasked 
to oversee Wall Street and the economy 
failed to prevent the meltdown. 

Lowenstein’s book is not an easy 
read, but it provides in-depth informa-
tion allowing the reader to understand 
the events and the cast of characters 
that led to the Wall Street collapse of 
2008.                                        CJ
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Why Some Companies Slide into Oblivion and Others Succeed

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

• Kevin Maney, Trade-Off: Why Some 
Things Catch On and Others Don’t, New 
York: Broadway Books, 2009, 217 pag-
es, $23.

By hal young
Contributor

RALEIGH

The former head of AOL once 
told Kevin Maney, “A successful 
business must be either loved or 

needed.” That in a nutshell is the basis 
of Maney’s Trade-Off: Why Some Things 
Catch On and Others Don’t, a consid-
eration of apparent paradoxes in con-
sumer behavior and why companies 
that misunderstand them slide into 
oblivion, even if they have great ideas 
and plenty of money. 

The key, he says, is understand-
ing the “fidelity swap” that drives the 
public’s purchasing decisions, and the 
humble recognition that your compa-
ny really can’t embrace both things at 
once.

The two axes of Maney’s model 
are labeled “convenience” and “fidel-
ity.” The latter takes some explanation. 
Fidelity typically means conformity to 
an ideal, and in this equation, it refers 
to the total experience of a product. 
It’s about actual and perceived quality. 
NFL coverage on TV, for instance, is a 
social opportunity and often a better 
way to see the game than sitting in the 
stands. 

That makes it “high fidelity,” and 
points out an interesting twist: while 
“convenience” encompasses cost — 
think Wal-Mart — high quality of ex-
perience often doesn’t require high 
cost.

Products and companies that are 
neither tend to get squeezed out. One 
example Maney considers is popular 
music. Fans will pay $150 for the ex-

perience of a live 
concert, but hesitate 
to spend $15 for the 
band’s CD; they pre-
fer to buy 99-cent 
songs a la carte on 
iTunes, or pirate 
them from each 
other for free. MP3s 
played through 
earbuds are a low-
quality substitute 
for vinyl LPs and the 
room-shaking woof-
ers we set up in our 
dorm rooms, but the 
convenience factor 
has carried the field 
at that end. 

Maney offers 
predictions on recent bright ideas. The 
overhyped Segway was marginalized 
before “Paul Blart: Mall Cop” made it 
the loser’s ride; it couldn’t replace a car 
for coolness or functionality, and even 
as an improvement on walking it takes 
away the ability to carry an umbrella 
or shopping bag — or even use the 
sidewalk in many places. 

More surprisingly, Maney has 
doubts about Amazon’s Kindle e-book 
reader. Jeff Bezos’ team thought long 
and hard about why the book format 
has five centuries of popularity, even 
analyzing the smell of the experience 
(answer: it’s mostly glue, with a little 
bit of mold), and tried to make the de-
vice as simple and unobtrusive as the 
printed volume. 

But the high entry price is a bar-
rier for capitalizing on the convenience 
of instant downloads, low-cost new re-
leases, and the ability to slip a library 
into a coat pocket. Kindle can’t make a 
statement like the books displayed on 
your desk, and no one in the waiting 

room can tell wheth-
er you’re reading 
the local sports page 
or Solzhenitsyn. 
Maney’s prescrip-
tion: massive price 
cut, to push the 
Kindle solidly to the 
convenience pole.

It’s a simple 
concept, but the 
applications are 
broad. Maney, who 
covered the tech-
nology business 
for USA Today, says 
his articles explor-
ing the idea have 
prompted more 
reader response 

than anything else he’d written. He 
has watched many entrepreneurial 
startups, meltdowns, and stillbirths 
through the 1990s and beyond, and the 
book is full of conversations (and post 
mortems) with the founders and lead-
ers of companies like Amazon.com, Fe-
dEx, Starbucks, Apple Computer, and 
Sun Microsystems. He goes out of Sili-
con Valley and the Pacific Northwest, 
though, and looks at institutions and 
agencies like higher education and the 
automotive industry.

He even opens the uncomfortable 
idea of people as “products.” “Chapter 
Twelve Point Five” offers his take on 
personal career development, suggest-
ing that a talented guitar player might 
find more gigs (and higher pay) as 
an equally talented mandolin player, 
swimming in a much smaller pool of 
competition. 

More troubling is the experi-
ence of the social services department 
in Washington, N.C. Local employers 
were hesitant to hire trained workers 

with disabilities, preferring the “fidel-
ity” option of the perfect employee. 
However, reality dictated hiring work-
ers who were acceptable and avail-
able. Social services found its place-
ment rates climbed rapidly when it 
abandoned the “charity” approach to 
marketing clients, in favor of offering 
them as immediately available, good-
enough workers — the “convenient” 
option.

Maney identifies a trap he calls 
“the fidelity mirage.” The mirage is the 
notion that a company can offer both 
a high-fidelity, high-cachet experience 
and universal, mass market necessity. 
It doesn’t happen, he said. 

Apple was the embodiment of 
cool until the iPod became a daily 
habit; the brand was rescued by the 
iPhone, but Apple has to remain a little 
exclusive, even a bit cult-like, to pro-
tect its identity. 

The one application Maney 
doesn’t approach is national. Among 
the nations of the world, where would 
the United States fit on the matrix? Are 
we the “fidelity” nation, offering an ex-
perience craved by everyone, our free-
doms and opportunities the products 
desired by anyone who can gain entry, 
a nation founded on distinct and care-
fully guarded principles? Or are we 
the ultimate convenience, offering easy 
access to loans, foreign aid, and wel-
fare, with porous borders and a limp 
philosophy of tolerance for all comers 
and truth as you like it? 

If we are driving toward the lat-
ter, as it appears, and “America” be-
comes a commodity-level experience 
no better than a dozen other mildly 
socialist democracies, will we find our 
position of “market leadership” taken 
by another nation unafraid to be truly 
exceptional — for good or ill?        CJ
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EDITORIAL

Charter-Like
Nonsense

COMMENTARY

Stopping
The Barbarians

Unless the Obama administra-
tion grades on a very generous 
curve, North Carolina will not 

win a share of the $4.3 billion in fed-
eral Race to the Top education grants. 
The initiative, spearheaded by the U.S. 
Department of Education, will reward 
states that raise academic standards, 
boost teacher quality, and expand 
charter schools. 

North Carolina was a finalist 
in the first round of awards but got 
no dough, in large part, because the 
state law caps charter schools at 100 
statewide. Federal reviewers cited that 
ridiculously low limit as a reason to 
deny funding, giving state officials a 
clear incentive to lift that cap.

In isolation, Race to the Top is 
not a big deal. A one-time infusion of 
$400 million from Washington might 
be real money. But the funding would 
constitute a mere 3 percent of the $12 
billion-plus Tar Heel State taxpayers 
will spend on K-12 education in the 
next school year. 

Even so, the state’s education 
establishment — led by Gov. Bev Per-
due, state school board chief William 
Harrison, and Democratic leaders in 
the General Assembly — is desper-
ate for the cash. Leaders had to offer 
something tangible to Washington by 
June 1, the deadline for the second 
round of Race to the Top applications. 
They chose S.B. 704, a bill rushing 
to approval as we go to press, as 
evidence that North Carolina takes 
education reform seriously.

The bill would give each school 
district in the state the option of con-
verting its worst-performing school 
to something “charter-like.” This 
so-called “restart” model still would 

leave the failing school in place, the 
district in charge, and its staff under 
control of the local administrative unit 
(aka union). 

In other words, a “restarted” 
school would not be a charter school 
at all.

To call S.B. 704 window dressing 
is an insult to interior designers. Some 
charter operators have said privately 
the bill is such a transparent grovel for 
cash that it’s as likely to insult Obama 
as it is to impress him.

Long after any temporary lar-
gess from Washington is spent, the 
establishment’s indifference to the 
welfare of kids in failing schools will 
linger. Perdue and her allies expend a 
lot of energy bemoaning potential cuts 
in teacher pay while showing minimal 
interest in holding teachers account-
able for the instruction they provide.

Rather than jamming through a 
phony-baloney law allowing “charter-
like” schools, the state should remove 
the cap — if not immediately, then 
gradually, perhaps increasing the 
number of available charters by five 
or 10 each year.

In addition, the state could use 
that “restart” idea and convert those 
failing district schools to genuine 
charters, with real autonomy from 
district micromanagement. It also 
could allow successful charter schools 
to franchise their model in new loca-
tions.

Charter schools are no panacea 
for the failures in public education. 
But giving them a fighting chance 
would provide North Carolina stu-
dents and parents with long-overdue 
assurance that its education leaders 
view learning as Job One.                   CJ

JON
HAM

Every now and then in life 
you see a news report or read 
something in a newspaper or 

online that crystallizes an issue in 
an inescapable way. 

That happened to me recently 
when I read that a Wal-Mart em-
ployee in Kansas had been fired 
for attempting to stop a shoplifter 
running out of the store with a 
computer.

Heather Ravenstein, a single 
parent (and who isn’t these days, 
seemingly) saw a guy hurrying sus-
piciously up the main aisle toward 
the exit carrying a $600 computer.

He went past the detectors at 
the door, and the alarms 
went off, so Ravenstein 
confronted him and asked 
for a receipt, whereupon 
the miscreant kicked her 
and punched her in the 
shoulder, then dropped 
the computer and ran.

You’d think Raven-
stein would receive some 
kind of commendation 
for her effort. After all, it 
saved Wal-Mart $600. But, 
no. 

The next day, she 
was called in to the as-
sistant manager’s office and was 
reminded of the policy that only a 
manager of someone in Wal-Mart’s 
asset protection arm (that’s shop-
lifting cops in real language) are 
allowed to confront shoplifters. 

In the immortal words of Don-
ald Trump, the assistant manager, 
who was no doubt pleased with his 
enforcement of this inane rule, told 
her, “You’re fired!”

Ravenstein told The Wichita 
Eagle that she had on several oc-
casions prevented customers from 
cashing forged payroll checks, not-
ing wryly that she never got fired 
for that kind of “asset protection.”

What bothers me about this re-
port, and others similar to it, is what 
it means for our society. Ravenstein 
is one of millions of Americans who 
know something is terribly wrong 
in America. Things are broken that 
never were before, values we have 
long held dear are being trampled 
every day, honesty and integrity 
have become as quaint and rare as 
high-button shoes.

She and many others like her 
just react when they see a wrong. 
Instead of saying “It’s not my job” 
when a lowlife decided he didn’t 
need to pay for a computer like 
normal folks, she took action. And 
for this she is punished by a craven 
bureaucratic system that rewards 

apathy and punishes a passion for 
doing what’s right.

I’ve long been a Wal-Mart 
supporter. While many complain 
about how it’s killing downtowns 
(I don’t recall similar complaints 
when malls killed downtown, by 
the way), I see that it is providing 
the kind of low prices that allow 
struggling people to make it in 
tough times.

While others get upset when a 
new Wal-Mart is built in their com-
munity, I see the hundreds of jobs 
it creates for people like Heather 
Ravenstein.

But she doesn’t have that job 
anymore. 

I e-mailed Wal-
Mart’s corporate office 
about her firing, offer-
ing that this was a major 
public-relations gaffe on 
their part. Here’s what 
they wrote back:

Thank you for your 
inquiry.  We take the safety 
and security of our customers 
and associates very seriously.  
There are specific instruc-
tions as to what an associate 
can and can’t do during a 
shoplifting incident. Those 

rules are in place to protect our associ-
ates and our customers. Thank you for 
taking the time to contact us with your 
feedback.

There has been an outpour-
ing of support for Ravenstein since 
she was fired, and lots of heat for 
Wal-Mart. Her landlord gave her a 
month’s free rent, and she’s had of-
fers of a grocery and gas card from 
anywhere but Wal-Mart or Sam’s 
Club. She’s also had several offers 
of job interviews.

Whether this will make Wal-
Mart reassess its policy, which 
encourages people of honor NOT 
to do the right  — and instinctive — 
thing, is yet to be seen. But I’ll bet 
there are some high-level meetings 
going on in Arkansas right now to 
discuss it.

Everywhere you turn these 
days people are surrendering to 
deviancy, going along to get along. 
Institutions like Wal-Mart are 
encouraging this acquiescence to 
lowered standards with rules that 
discourage action and outrage.  

But, like  Ravenstein, we can 
fight barbarism when we see it, and 
maybe others will wake up before 
it’s too late.                                        CJ

Jon Ham is vice president of the 
John Locke Foundation and publisher of 
Carolina Journal.
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The Urge to Merge
There’s a chance to make some headway

EDITORIALS

Incentives Don’t Matter
They’re expensive and bring little benefit

Some Cuts
Are Just Cuts

I’m as fond of proverbs and folk 
wisdom as the next person. But I 
don’t think that “an apple a day 

keeps the doctor away” suffices as 
an agenda for health care reform, or 
that “penny wise, pound foolish” 
is a sufficient guide for managing 
one’s investment portfolio.

Unfortunately, more than a 
few politicians and political activ-
ists seem to think that the 
familiar saying “an ounce 
of prevention is worth a 
pound of cure” constitutes 
not just a vague endorse-
ment of prudence but 
also a statistically valid 
prediction. Thus they’ve 
convinced themselves that 
it would save taxpayers 
money in the long run 
for government to spend 
more money in the short 
run — be it on crime pre-
vention, early childhood 
education, or preventive health care.

It all sounds reasonable in 
theory. In the real world, though, 
the savings usually don’t material-
ize. North Carolina’s recent, painful 
experience with “preventive” home-
health services serves as a case in 
point.

In the Senate’s new budget 
plan for the 2010-11 fiscal year, 
lawmakers propose to cut tens of 
millions of dollars from Medicaid 
expenditures on in-home “personal 
care services.” Right now, vendors 
currently assist some 40,000 Medic-
aid patients with such daily needs 
as dressing, eating, or going to the 
bathroom. If something like the Sen-
ate budget becomes law, only about 
5,000 North Carolinians will receive 
this level of in-home care.

Patients are upset. Private 
vendors are very upset. And the 
usual apologists for government 
giveaways are issuing the usual pre-
dictions about how taxpayers won’t 
end up saving money in the long 
run because the recipients previous-
ly receiving in-home services will 
end up in far-costlier institutions.

Experience and common sense 
tell us, however, that such cases will 
be rare. Most of the Medicaid pa-
tients who will no longer be eligible 
for in-home services were never at 
significant risk of institutionaliza-
tion in the first place.

The problem stems from two 
related phenomena. The Prevention 

Myth is the previously mentioned 
idea that spending money on the 
front end always or usually saves 
much more money on the back 
end. The Woodwork Effect is the 
tendency for reforms, whatever 
their immediate efficiency gains, to 
make services so much more attrac-
tive to potential beneficiaries that 
increased enrollment and utilization 

trump any savings.
The evidence is 

convincing that personal-
care services have been 
overutilized. Only a tiny 
percentage of current 
recipients are so severely 
disabled and lacking in 
family support that they 
truly can’t function with-
out daily in-home care. 
It was reasonable for the 
Perdue administration to 
tighten eligibility for these 
services last year, and 

for the Senate to propose replacing 
them this year with a more targeted 
program.

Back in the 1980s, there were 
several large-scale studies of pro-
grams promising to manage the 
care of Medicaid patients and divert 
them to lower-cost alternatives. One 
of the official evaluations found the 
typical program “benefited clients 
and the families and friends who 
cared for them in several ways,” 
but “contrary to its original intent, 
[it] increased costs. The costs of the 
additional case management and 
community services were not offset 
by reductions in the cost of nursing 
home use.”

Since then, there have been 
other state and local reforms intend-
ed to achieve better results. Some 
have, but the savings remain small. 

The Prevention Myth and the 
Woodwork Effect aren’t always 
present. Some government inter-
ventions — typically low-cost, well-
targeted programs — indeed pay 
for themselves in foregone future 
expenses. But not many.

The program the Senate now 
wants to end isn’t one of them. 
Sometimes a budget cut is just a 
budget cut — a necessary action 
that saves money, regardless of how 
loudly the affected parties object.  CJ

John Hood is president of the John 
Locke Foundation.

Gov. Beverly Perdue is pitching 
an idea that deserves universal 
approval: rewriting the organi-

zational chart of North Carolina state 
government to eliminate some of the 
dozens of separate agencies, boards, 
and commissions.

In addition to the fiscal savings, 
reorganization would improve the 
operation of state government in other 
ways. For high-priority state func-
tions such as education, public safety, 
and fiscal management, consolidating 
redundant and overlapping agencies 
would improve performance by mak-
ing someone clearly accountable for 
results. 

As for low-priority state func-
tions such as regulating occupational 
licensure, it’s well past time for North 
Carolina to focus its efforts on a few 
professions that truly deal with signif-
icant health or safety risks or receive 
significant taxpayer funds, rather than 
retaining licensing boards for the likes 
of cosmetologists and auctioneers. 
Most of those boards exist to protect 
existing businesses from competition, 
not to protect consumers from harm. 

Before making specific recom-
mendations to the General Assembly, 
Perdue should take a close look at 
the model for state-agency consoli-
dation that the John Locke Founda-
tion developed several years ago. By 

studying the operations of other state 
governments and the history of North 
Carolina’s organizational chart, JLF 
experts came up with an outline for 
reform with two key elements:

• Consolidate functions and 
reduce the number of major admin-
istrative departments to 13 from 26. 
These and other agency reorganiza-
tions could save taxpayers as much as 
$54 million a year.

• Amend the state constitution 
to eliminate all elected state executives 
except the governor, lieutenant gover-
nor, and state auditor, and downsize 
and streamline accountability for ap-
pointed state boards.

The problem is that some of the 
most logical consolidations involve 
both appointive and elective offices. 
For example, five major departments 
or offices oversee state finances: the 
Department of Revenue, State Trea-
surer, State Controller, State Auditor, 
and the Office of State Budget, Plan-
ning, and Management. Most of these 
separate units could be merged into a 
Department of Finance, headed by an 
appointed secretary. 

There’s a reason our state 
government has resisted reform for 
so long. But Perdue and legislative 
leaders have both a compelling reason 
and an excellent chance to make some 
headway on the issue this year.          CJ

North Carolina and other states 
continue to play the corpo-
rate-welfare game with subsi-

dies and tax credits aimed at fostering 
job creation. There is little empirical 
evidence to support such incentive 
policies, which inevitably benefit big 
companies over small ones, politically 
connected companies over apolitical 
entrepreneurs, and politically favored 
industries over those without any 
trendy political slogans or extravagant 
claims of social benefit.

Triangle Business Journal reporter 
Lee Weisbecker offers a telling, if 
depressing, example of the problem. 
A couple of years ago, a legislative 
committee asked researchers at the 
UNC-Chapel Hill Center for Competi-
tive Economies to conduct a rigorous 
examination of the economic effects of 
North Carolina’s incentive policies. 

Based on records from 150 com-
panies receiving targeted tax credits 
and 465 companies that didn’t, the 
study concluded that there wasn’t 
much evidence of economic benefit:

• Only a little more than half of 
the recipient companies had more em-
ployees in 2006 than they did in 1996.

• By the end of the period stud-
ied, “companies receiving statutory 
tax credits no longer outperformed 
— or even matched — the state’s 
economy.”

• Nearly two-thirds of business 
executives said they were not even 
aware that their firms had received 
credits.

Karl Smith, an economic-devel-
opment specialist at the UNC School 
of Government, told Weisbecker, “It’s 
a general pattern that when credits 
are tracked over a long period of time, 
it looks like you’re not getting that 
much benefit from them.”

No kidding. It would be far wiser 
for policymakers to focus on making 
general improvements in the state’s 
business climate — by reducing gov-
ernment-imposed costs, improving 
core government services, or both — 
rather than meddling in specific busi-
ness decisions.                          CJ
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Recession Is Over, But ...

MICHAEL
WALDEN

EDITORIAL BRIEFS

Crony
Capitalism

Have you heard the good news? Many econo-
mists think the recession actually is over. 
Indeed, these economists say the economy 

has been “recession-free” since last summer. If true, 
this means we’ve been in an “economic recovery” 
for almost a year!

Yet when we look around and see unemploy-
ment at double-digit rates, many families still strug-
gling to pay bills, and governments having to cut 
services to make budgets bal-
ance, how can any knowledge-
able economist say the recession 
is over?

Here, I have to stick up for 
my colleagues, because based on 
the technical economic defini-
tion of a recession, it could very 
well be a thing of the past. The 
problem is there’s a difference 
between how an economist 
defines a recession and how a 
recession is considered among 
the general public.

To an economist, being in a recession doesn’t 
mean everything is bad, financially speaking, and 
being out of a recession doesn’t mean everything is 
good. Instead, a recession is part of the “business 
cycle” we observe most economies going through. 

There are two parts to the business cycle. Dur-
ing the “expansion,” the economy is growing, sales 
are increasing, jobs are being added, and optimism 
about the future is improving. During the “reces-
sion,” the opposite happens: the economy is shrink-
ing (“receding”), sales are declining, jobs are being 
cut, and pessimism about the future takes hold. 

One complete business cycle includes an 
expansion and its corresponding recession. So the 
process over time is an expansion followed by a 
recession, then followed by another expansion, then 
followed by another recession, and so on. We are 
now in the 11th of these business cycles since World 
War II.

Fortunately, the average recession is not as 
severe as its matching expansion, so the economy 
does make progress over time. For example, in 
the 10 business cycles since the 1940s, the average 
expansionary period lasted almost five years, while 

the average recession spanned only 10 months.
Now, here’s the clincher — here’s what dis-

tinguishes an economist’s view of a recession from 
a noneconomist’s. An economist says a recession 
is over once the economy has “bottomed out” and 
begins to move higher — that is, begins to expand 
again. As long as the economic indicators are mov-
ing higher, that’s all it takes for a recession to end. 
A recession technically may be over even though it 
may take months, or even years, for the economy to 
return to prerecessionary levels.

An analogy may be helpful. Think of the 
economy as a car being driven up a hill. As long as 
the car moves upward, the economy is expanding. 
However, let’s say the car stalls and moves back 
down the hill a thousand feet. Now we would say 
the economy is in a recession. But once the car stops 
and the driver is able to resume climbing the hill, 
we would say the recession is over.

The difference between an economist and a 
noneconomist is the economist says the recession is 
over even though it may take several minutes for 
the driver to make up the lost 1,000 feet. A nonecon-
omist’s view is the recession is over only when the 
1,000 feet have been reclaimed.

What’s the evidence the economy is moving 
forward? The broadest measure of economic activ-
ity, Gross Domestic Product, has been increasing 
since last June. Likewise, factory output, orders at 
service firms, retail sales, and household wealth all 
have been improving since last year. Even one mea-
sure of jobs has been increasing since last fall. We’ve 
seen similar trends in North Carolina.

But how long will it take for the nonecono-
mist’s definition of a recession — that it’s not over 
until prerecessionary levels of economic measures 
are reached — to occur? GDP actually may recover 
completely by late this year. However, current fore-
casts suggest it will be three to four years before the 
jobs lost during the recession are recovered. 

So is the recession over ? Yes. Is everything 
fine, economically speaking? No!                              CJ

Michael Walden is William Neal Reynolds Distin-
guished Professor at North Carolina State University.

Gerald O’Driscoll, a senior fellow at 
the Cato Institute, argues in The Wall 
Street Journal that the U.S. economy has 

become “an economy of liars.” Free markets 
depend on investors receiving accurate infor-
mation on prices, interest rates, and accounting 
reports. That’s no longer the case in the United 
States because of what O’Driscoll calls crony 
capitalism.

In recent years, the U.S. government 
has failed to enforce rules against fraud. The 
Securities and Exchange Commission ignored 
evidence of Bernie Madoff’s scams. Lehman 
Brothers used an accounting rule to hide from 
investors exactly how much money it had bor-
rowed. 

The typical response to such misdeeds is 
more regulation.

“The idea that multiplying rules and 
statutes can protect consumers and investors 
is surely one of the great intellectual failures of 
the 20th century,” says O’Driscoll.

Public choice theory shows that regula-
tors tend to be captured by the industries they 
regulate. Government staffers often think like 
those in the industry they oversee. There’s a 
revolving door in employment between gov-
ernment and regulated industries. Congressio-
nal committees, meanwhile, are influenced by 
campaign donations from industry groups.

“We call that system not the free mar-
ket, but crony capitalism. It owes more to 
Benito Mussolini than to Adam Smith,” writes 
O’Driscoll.

O’Driscoll favors a return to the common 
law principle that companies have an affirma-
tive duty to represent accurately a firm’s true 
condition and that financial institutions have a 
duty of care to their customers.

Food fraud
“Food fraud,” the practice of misrepre-

senting a product, dates from Roman times. It’s 
a significant problem in contemporary America, 
and trade groups contend the government isn’t 
doing enough to combat it, The Washington Post 
reports.

Examples of food fraud include the 
“sheep’s milk” found in a Manhattan market 
that actually came from a cow, and the bottles 
of French “pinot noir” filled with wine from 
cheaper merlot and syrah grapes.

The problem is particularly acute with 
fish. The National Seafood Inspection Labora-
tory found that 34 percent of randomly selected 
samples it obtained between 1988 and 1997 
were misidentified. A 2004 UNC-Chapel Hill 
study found that about 75 percent of what was 
being sold as “red snapper” actually was some 
other species.

The Food and Drug Administration is the 
federal agency generally responsible for ensur-
ing accuracy in food labeling. The Post says the 
agency’s priorities lie elsewhere.

“If it’s not going to hurt or kill someone, 
FDA’s resources are limited enough that they 
can’t take time to address it,” said Bob Bauer, a 
spokesman for the National Honey Packers & 
Dealers Association.                                             CJ
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The New Silent Majority

Winner of May 4 Primary: Republicans

MARC
ROTTERMAN

ANDY
TAYLOR

We normally don’t think par-
ties win primaries. These 
contests, conceived by Pro-

gressives in the early 20th century as 
a way to weaken the grip Democrats 
and Republicans had on politics and 
government, turn partisans against 
one another in a 
very public airing 
of their own and 
their organiza-
tions’ foibles. But 
on May 4 there 
was a clear winner 
in North Carolina. 
It was the GOP.

For starters, 
the Democratic 
U.S. Senate prima-
ry clearly helped 
the Republicans 
and their candidate, Sen. Richard Burr. 
With no one able to secure 40 percent 
of the vote, the Democrats face a June 
22 runoff between Secretary of State 
Elaine Marshall and former state Sen. 
Cal Cunningham. This has dragged 
out the uncertainty for another six 
weeks and will consume considerable 
amounts of both candidates’ already 
paltry campaign reserves. As of mid-
April, Cunningham’s cash on hand 
was the equivalent of about 7 percent 
of Burr’s nearly $5 million. Marshall 
had about half as much cash as Cun-
ningham. 

Moreover, the winner will have 
to stand even further down the line of 
Democratic Senate candidates asking 
for handouts from the national party 
and the big Washington fundraisers. 
Among those sure to be at the front of 
the queue are Majority Leader Harry 
Reid of Nevada, Sens. Barbara Boxer 
of California and Blanche Lincoln of 
Arkansas, and the party’s nominees 
in Illinois, Indiana, Pennsylvania, and 
North Dakota.

It is true that Marshall is run-
ning nearly even in the polls with 
Burr. Cunningham is not far behind. 
Marshall’s performance exceeds that 
of Kay Hagan at this time in 2008, and 
Hagan went on to beat sitting Repub-
lican Sen. Elizabeth Dole. But imme-
diately after the runoff, Burr finally 
can fix his sights on the Democrat and 
put into motion his well-resourced 
campaign. The Democratic nominee is 
likely to be exhausted.

The turnout in the Senate pri-
mary should concern Democrats. In 
2008, their Senate nomination contest 
attracted about 1.3 million North 
Carolinians. Admittedly, many voted 
because they were interested in the 
competitive presidential primary 
between Barack Obama and Hillary 
Clinton. But even in 2002, when Ers-
kine Bowles won his first U.S. Senate 
nomination and there was no such 
pull to the polls, 640,000 people voted 

in the Democratic primary. This year 
only 425,000 showed up.

This indicates a clear lack of en-
thusiasm among Democrats. In a year 
in which they had a closely watched 
and fervently disputed U.S. Senate 
primary, the turnout constituted about 
15.7 percent of all registered Demo-
cratic voters. This contrasts miserably 
with Republicans, who essentially 
gathered to anoint Burr. Turnout in 
the GOP Senate primary this year was 
the equivalent of about 19.4 percent 
of the state’s 1.9 million registered 
Republicans.

The fact that many more Re-
publican primaries were contested 
furnishes another indicator of height-
ened energy in the GOP and increas-
ing despondency among Democrats. 
Thirty-one Republicans filed in the 
eight U.S. House seats currently held 
by Democrats in the state. Three of the 
Democrats’ four U.S. House primaries 
were in seats they held. 

To be sure, Republican Reps. 
Howard Coble, Virginia Foxx, Walter 
Jones, and Patrick McHenry faced 
challengers, too. But Democratic Reps. 
Larry Kissell and Heath Shuler were 
forced to fend off concerted chal-
lenges from their left as they faced the 
ire of liberals — largely as a result of 
their votes against President Obama’s 
health care legislation. 

The pattern was repeated in state 

legislative primaries. Of the 20 Senate 
seats held by Republicans, only two 
saw Democratic primaries. Of the 30 
Democratic districts, however, half 
saw Republican primaries. In all, 46 
Republicans and only 17 Democrats 
ran in state Senate primaries. Sixty-
two Republicans entered contests for 
state House seats, compared to 46 
Democrats.

Many Democrats feel the eco-
nomic recovery, such as it is, will help 
right the ship before November. There 
may be some truth to that. 

Still, at least one critical part of 
the 2010 election is over: candidate 
recruitment. With the exception of the 
very few runoffs, neither party can 
change the personnel they will go into 
battle with this fall. 

Republicans feel they have a 
tested and highly qualified group ca-
pable of winning a sizable number of 
Democrat-held seats — perhaps even 
picking up a chamber in the General 
Assembly. What’s more, Republican 
voters seem more energized than 
Democrats and more motivated to 
vote in November. Based upon what 
happened May 4, it’s easy to believe 
Republican ebullience is warranted. CJ

Andy Taylor is Professor and Chair 
of Political Science in the School of Public 
and International Affairs at N.C. State 
University.

Seems to me that every time I turn 
on a talk show I hear Chris Mat-
thews or one of his ilk trashing 

the Tea Parties.
Some are calling them racist or 

comparing the Tea Party folks to radi-
cal militias, or worse — violent, home-
grown extremists 
in the mold of 
Timothy McVeigh.

You think I 
would  be wiser 
and ignore MSN-
BC, a network that 
often appears to 
be targeted at the 
Woodstock genera-
tion, but alas, I am 
apolitical junkie 
who just has a 
need to know 
what the other side 
is thinking.

What is clear is that from the 
White House through the Democratic 
Party and its allies in the media and 
on the left, the other side is obsessed 
with demonizing and ultimately de-
stroying the Tea Party movement.

Recently I attended the National 
Rifle Association’s annual convention 
in Charlotte. Speakers included Sarah 

Palin, Mississippi Gov. Haley Barbour, 
former speaker of the House Newt 
Gingrich, and Glenn Beck, among 
others.

There were 85,000 people from 
every corner of the country who 
attended the three-day convention. 
Most were regular, middle-class folks. 
Many of them were self-described Tea 
Party activists.

I checked and double-checked — 
yet I was unable to find anyone with 
horns or extremist tendencies. What 
I did find was a well-informed group 
with better-than-average intelligence 
who were concerned gravely about 
the direction of their country.

Obviously, they were concerned 
about Second Amendment rights. But 
they were just as concerned about 
their First Amendment rights of free 
speech, the right to assemble, and 
freedom of the press.

They also were alarmed deeply 
about the Washington elite politicians 
who refused to listen to their concerns 
about the $12.9 trillion debt, gross 
overspending, the rapid expansion of 
the federal government, and illegal 
immigration. The rule of law and sov-
ereign borders mattered a great deal 
to people Keith Olbermann would 

probably refer to as “rednecks.”
These are folks who rejected the 

bailouts of Wall Street banks, the no 
down payment/ no documentation 
loans to people who overreached and 
had no business receiving mortgages 
— and in the past never would have 
qualified to get them in the first place.

They — the new silent majority 
— have declared open season on poli-
ticians of all stripes who don’t listen 
and ignore the will of the people.

This new streak of populism was 
around even before the 2008 elections 
and was ignored by many Republi-
cans.

These folks don’t mind paying 
their fair share but don’t want govern-
ment in their pockets paying for the ir-
responsible actions of others. Basically, 
they just want be left alone and not 
have their lives dictated by the federal 
government.

It started with the public’s over-
whelming rejection of the McCain/
Kennedy “comprehensive immigra-
tion reform.” Populism manifested 
itself again with the average Joe’s 
rejecting the federal takeover of the 
health care system. There is a “throw 
the bums out” attitude out there that 
is becoming a political tsunami.

Insiders and the political elite are 
out, outsiders are in. 

The wave is mostly focused at 
the Democrats who are in charge of 
Washington. However, the Republican 
elite should be wary as well.

In November 1969, President 
Nixon made a now-famous speech 
where he referred to the  “great silent 
majority of Americans.” He was 
speaking about those who did not 
participate in the large demonstra-
tions against the Vietnam War and 
who did not join the counterculture. 
Many of those who passed on joining 
the demonstrations and the counter-
culture are now Baby Boomers.

I think they are the new silent 
majority: the Tea Party. But they 
learned valuable lessons from the ’60s.

And this time, they are going to 
stand up and speak out.                      CJ

Marc Rotterman worked for the 
national campaign of Reagan for Presi-
dent in 1980, served on the presidential 
transition team in 1980, worked in the 
Reagan administration from 1981-84, is 
a senior fellow at the John Locke Founda-
tion, and is a former member of the board 
of the American Conservative Union.
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Benefit Concert Planned to Save Global TransPark (a CJ parody)

Announcing Retreats of the
Appalachian Institution, August, 2010

August 1-5 
Christianity and 

the West

Retreats are held at Lake Logan Center on a beautiful mountain lake in the cool Balsam 
Mountains, 35 miles west of Asheville. Add to the morning lectures a wide variety of 
afternoon sporting and learning activities, evening entertainment, all meals and lodging 
and the company of amiable companions and you’ve got a summer vacation with a work-
out for your mind and a lift for your life! Join us!

August 16-20 
Financial Crisis

2007-Present

For more information, go to http://www.appalachianinstitution.org
or call 919-604-4624.

August 9-13 
The Rise and Fall 

of the Western ‘isms’

August 23-27 
Origin and Crisis of the 

Idea of Individual Liberty

The Appalachian Institution is a non-profit 501c(3) educational corporation

The educational focus of the Appalachian Institution is to understand and 
appreciate the heritge of western civilization, and the challenges and oppor-

tunities confronting it in our own time.

Featuring lectures by outstanding scholars, with unique insights into western society today:

By heDDa hopheaD
Entertainment Editor

KINSTON

North Carolina Global TransPark officials are 
hoping Willie Nelson, Clay Aiken, and Ran-
dy Parton will participate in a July 4 music 

festival to raise money and retire the TransPark’s $38 
million debt. 

The GTP, a two-decade-old industrial park cre-
ated by the General Assembly to handle air cargo, 
is struggling to attract tenants and still cannot repay 
more than $20 million it has borrowed from the state 
treasurer. The unpaid principal and accrued interest 
now exceed $38 million.

“We have to take care of this debt. The concert 
plan was the brainchild of GTP Chairman Gene Con-
ti,” GTP Executive Director Darlene Waddell told 
Carolina Journal. “With these three top-notch per-
formers and our excellent venue, we are expecting a 
humongous crowd,” she said.

Conti, chairman of the TransPark’s governing 
board, is also secretary of the North Carolina De-
partment of Transportation, the parent agency of the 
GTP. NCDOT will manage the event, including mar-
keting and ticket sales. 

Conti told CJ the math on this event is simple. 
“We are going to solicit donations from highway 
contractors to cover all operating costs. We are going 
to set the ticket price at $190 and sell 200,000 tickets. 
That equals $38 million,” he said. 

Conti added that NCDOT employees have 
been “strongly urged” to donate their time to staff 

the event. “All volunteers will receive a really cool 
orange Event Staff T-shirt,” he said.

The event will take place outdoors at the air-
field. In the event of rain, it will be moved inside the 
nearly complete 500,000-square-foot Spirit AeroSys-
tems manufacturing building. Conti said Spirit has 
agreed to cooperate because the company is “still 
very thankful” for the $200 million public subsidy 
the company received to attract it to the GTP.

Conti said he wants to create a “Woodstock-like 
atmosphere” even though the headline performers 
are not known for their Woodstock-like rock music.

Conti said he is confident that he will have firm 
contracts with Nelson, Aiken, and Parton by mid-
June. Conti explained how he selected the three per-
formers. 

“I have always been a fan of Aiken, but his ca-
reer is at a standstill. He has done a lot for North Car-
olina, and this event will give him the opportunity to 
really shine again,” he said.

“Randy Parton got a raw deal when the Roa-
noke Rapids City Council kicked him out of his own 
theater in 2007,” Conti added. “I like his music, and 
North Carolina owes him another chance. Besides, if 
we get Randy Parton, we may get his sister Dolly to 
make a surprise appearance.”

Nelson was chosen in part because of his asso-
ciation with the Farm Aid concerts to benefit strug-
gling farmers. “Farm Aid says it has raised nearly $35 
million over the 25 years it’s been operating, so we 
have every reason to believe our Save the TransPark 
Festival can raise $38 million in one day,” Conti said.

In January, just before a planned concert in 
Kenansville, six members of Nelson’s band were 
charged with misdemeanor possession of marijuana 
and moonshine after N. C. Alcohol Law Enforcement 
agents searched the band’s tour bus. Nelson was not 
on the bus at the time and was not charged. 

Conti said Nelson’s appearance likely is as-
sured because of a community service sentence ar-
rangement agreed to by the band members. 

“The plea agreement includes a requirement 
that Willie and his band perform a charity concert 
somewhere in the GTP Development Zone,” Conti 
said. “Who would have guessed that busting those 
boys will save the GTP?” 

To purchase tickets, contact Con-
ti at 919-733-2520.                             CJ

Sign promoting the Global TransPark benefit concert 
on July 4. (CJ spoof photo)


