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Cooper Libel Suit Moves to Trial

State’s Health Plan Easing Risks to Taxpayers

Belk’s law license
suspended 
for three years

By Don Carrington
Executive Editor

RALEIGH

A defamation lawsuit filed by 
four Raleigh attorneys against 
Attorney General Roy Cooper 

and his 2000 campaign committee fi-
nally may go to 
trial in December. 
The plaintiffs al-
lege that Cooper 
and his committee 
ran a political ad 
that was defama-
tory and constitut-
ed an unfair and 
deceptive trade 
practice, and that 
they participated 
in a conspiracy to 

violate a North Carolina law prohib-
iting false ads during election cam-
paigns.

The 13-year old lawsuit is sched-
uled to go to trial at about the same 

time that Cooper, a Democrat, seems 
poised to launch a bid in the 2016 race 
for governor. 

In 2000, Cooper was the Demo-
cratic Party’s nominee for attorney 
general. His main opponent was Re-
publican Dan Boyce. Cooper won that 
election by nearly 136,000 votes out of 
2.85 million ballots cast — a margin 
of 51-46 percent. He was re-elected in 

2004, 2008, and 2012.
One week before the 2000 elec-

tion, Cooper’s campaign started run-
ning a television ad that read: “I’m Roy 
Cooper, candidate for attorney gener-
al, and I sponsored this ad. Dan Boyce: 
His law firm sued the state, charging 
$28,000 an hour in lawyer fees to the 

13-year-old case
centers on a 2000
AG campaign ad

At his home office, Raleigh attorney Gene Boyce reviews some of the material he 
has put together for his lawsuit against Roy Cooper and Cooper’s year 2000 political 
committee. (CJ photo by Don Carrington)

Continued as “Libel,” Page 14

Attorney General
Roy Cooper

By Don Carrington
Executive Editor

RALEIGH 

A three-member panel of the 
state’s Disciplinary Hearing 
Commission decided at an 

Oct. 21 hearing to suspend former 
Mecklenburg County Judge Bill 
Belk’s law license for three years for 
violating a rule of conduct. 

Belk, who insists the violation is 
nothing more than a misunderstand-
ing he “tried to correct and that had no 
bearing on my role as a judge,” could 
have been disbarred for life.

The panel also said that Belk 
could apply for a stay of that order 
after one year. He was ordered to 
cover the cost of the hearings in his 
case and administrative fees. Those 
costs were not available at press 
time.

After the hearing, Belk told 
Carolina Journal that he was disap-
pointed with the punishment. Even 
though he does not practice law at 
this time, he said he will seek to have 
his license restored.

Continued as “Disciplinary,” Page 15

By Dan Way

Associate Editor
RALEIGH

North Carolina is among a 
number of state governments 
plagued by massive unfunded 

liabilities for state retirees’ health in-
surance benefits, and, like many of its 
counterparts, it is placing greater re-
sponsibility for costs on members in a 
movement known as medical consum-
erism.

For now, anyway, North Carolina 
— which has racked up $23 billion of 
unfunded liabilities in its State Health 
Plan for government employees and 
retirees — has not gone as far as some 

states that have adopted defined-con-
tribution plans.

The State Health Plan uses a 
defined-benefit model. In that model, 
employers typically work with one 
or two insurance providers that offer 
a narrow menu of coverage options. 
If medical costs exceed the amount of 
money that was set aside to pay the in-
surance provider, the employer (in this 
instance, taxpayers) have to pick up 
the balance.

By contrast, a defined-contribu-
tion model lets employers give a set 
amount of money to insured partici-
pants each year. The insured members 
select health policies from a variety of 
plans they can customize. In a state 

No plans to follow
other states with
defined contributions

Continued as “State’s,” Page 15
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By Dan Way
Associate Editor

RALEIGH

For the second time this fall, a federal judge has issued 
a ruling favorable to plaintiffs seeking to block the IRS 
from collecting tax penalties from employers in states 

such as North Carolina that do not have a state health insur-
ance exchange under Obamacare. If any of the several law-
suits arguing against the IRS rule prevails, it would cripple 
implementation of the national health reform. 

Judge Paul Friedman of the District of Columbia U.S. 
District Court denied the government’s motion to dismiss 
the suit, “which means the case is a still-alive case and goes 
forward” on an expedited schedule for final resolution, said 
Sam Kazman, general counsel of the Washington, D.C.-
based Competitive Enterprise Institute, which is coordinat-
ing the case.

CEI in early May filed the lawsuit now known as Hal-
big et al. v. Sebelius et al. The plaintiffs are individuals from 
Tennessee, Texas, Virginia, and West Virginia, a medical 
practice in Missouri, 
a restaurant group in 
Texas, and a community 
bank in Kansas. 

None of those states 
has a state-run health in-
surance exchange. 

The suit says Con-
gress wrote the Patient 
Protection and Afford-
able Care Act, as Obam-
acare is formally known, 
with carrots for states 
that run their own ex-
changes — startup grants 
and premium-assistance 
subsidies in the form of 
tax credit refunds to re-
duce insurance purchase 
costs for low- and moderate-income individuals.

Congress intended those carrots to be matched with 
sticks — no startup grants, no subsidies, and a federally op-
erated exchange — for those states that did not set up their 
own exchanges, according to the plaintiffs’ suit. 

“Notwithstanding express statutory language limiting 
premium-assistance subsidies to exchanges established by 
states, the Internal Revenue Service (IRS) has promulgated 
a regulation … purporting to authorize subsidies even in 
states with only federally established exchanges,” the suit 
states. 

That “squarely contravenes the express text of the 
ACA, ignoring the clear limitations that Congress imposed 
on the availability of the federal subsidies,” the suit states.

The IRS regulation at issue, handed down in May 2012, 
stated that taxes can be collected for policies purchased on 
the federal exchanges. Critics of the lawsuits have suggest-
ed the apparent discrepancy between the law and the IRS 
rule was little more than a “drafting error,” and the clear 
intent of the law was to allow subsidies through state and 
federal exchanges.

The federal government had not filed a response to the 
Halbig lawsuit as this issue went to press, but with Friedman 
planning to issue a ruling by Feb. 15, the government will 
have to respond quickly, Kazman said. 

“Our individual plaintiffs [argue] they should not be 
subject to the enrollment process at all, because if the deci-
sion of the states in which they live was respected by the 
IRS, they shouldn’t have to be doing this,” Kazman said. 
Plaintiffs also argue the requirement to purchase insurance 
harms them financially.

“Congress had drawn this distinction between states 
that [create their own exchanges] and [34] states that don’t. 
We call the latter affectionately the refusenik states” where 
federal exchanges are in place, he said. 

 Unlike the lawsuits several states have filed against 
the health care law, Halbig does not base its argument on 
federalism or states’ rights. Kazman said the plaintiffs in the 
D.C. case are “talking strictly in terms of what the statute 
says versus what the IRS rule says.”

Friedman “is setting a very fast schedule for the filing 
of what’s called a summary judgment,” Kazman said. Sum-
mary judgment occurs if no facts in a case are disputed. A 
court hearing and witnesses are not required because every-
thing can be laid out on paper. “[E]verything should be filed 
soon. The court might have an oral hearing,” he said.

 “Win or lose, of course, it will be appealed,” he said. 

Other lawsuits
“[W]e’ve got a similar case [that was] argued [Oct. 31] 

in federal court in Richmond, Va. Different plaintiffs, but the 
same issues as in our D.C. case,” Kazman said.

“Oklahoma also has a court case pending. Back in 
August, [it] survived a motion by the government to dis-

miss. And I think they’re 
proceeding on some 
schedule for summary 
judgment as well,” he 
said. “The state of Indi-
ana more recently filed a 
similar court case, and I 
think both of those state 
cases raise some consti-
tutional issues that our 
case does not,” Kazman 
said.

A number of other 
lawsuits against Obam-
acare are at various stag-
es in the court process 
around the country.

Christine Sandefur, 
a staff attorney at the Ar-

izona-based Goldwater Institute’s Scharf-Norton Center for 
Constitutional Litigation, said Obamacare’s Independent 
Payment Advisory Board is of particular concern to her or-
ganization. 

“The Goldwater Institute has been for three years in-
volved in a legal battle against the Independent Payment 
Advisory Board,” she said. “This is the death panel in Obam-
acare. This is 15 unelected, unaccountable bureaucrats who 
have virtually unlimited power to set Medicare costs.”

If legislation repealing the board’s authority does not 
become law, “Congress completely loses its power to ever 
supersede anything that IPAB does,” Sandefur said. “We see 
this as one of the worst violations of the separation of pow-
ers in this country’s history.”

The case is now before the U.S. Circuit Court of Ap-
peals for the 9th Circuit.

Tim Sandefur, her husband, is staff attorney at the Pa-
cific Legal Foundation, which also is suing to derail Obam-
acare on constitutional grounds.

That suit argues that the language of the Constitution 
states that all tax bills must originate in the House of Rep-
resentatives, but Obamacare was initiated as Senate legisla-
tion, and its employer mandate penalties have been ruled a 
tax by the Supreme Court.

 “Senators took a bill that had passed in the House and 
had absolutely nothing to do with health care, or health in-
surance, or individual mandates, and gutted it completely 
through what they call the strike-and-amend procedure,” 
he said.

 They “replaced it with what became the Patient Pro-
tection and Affordable Care Act, and then called that a Sen-
ate amendment to a House-initiated bill. We say that’s un-
constitutional,” Sandefur said.

Opening briefs in that suit should be filed soon in 
the U.S. Court of Appeals for the D.C. Circuit.            CJ
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N.C. Chamber Private Exchange Could Expand Health Care Options
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By Dan Way 
Associate Editor

CHAPEL HILL

Following a national trend, the 
North Carolina Chamber in Janu-
ary will begin offering businesses 

an opportunity to reduce the cost of 
employee health benefits through a 
private exchange.

The private exchange will allow 
employers to work around the cover-
age mandates of the federal Afford-
able Care Act, aka Obamacare, by let-
ting employees select the coverage 
they wish to purchase. Rather than 
providing traditional, one-size-fits-all 
defined-benefit insurance plans, em-
ployers would give employees a fixed 
amount of money (a defined contribu-
tion) to purchase the coverage they 
choose through the exchange. 

Chamber portal
“We expect around the first week 

of November of this year folks can ac-
tually go online and get quotes,” said 
Jim Simpson, the Chamber’s chief 
operating officer. The portal is not re-
stricted to Chamber members.

Businesses of any size, along 
with individuals, can participate in 
the Chamber’s program, which will be 
administered by Minneapolis, Minn.-
based CieloStar, a human resources 
and business services firm with 25 
years’ experience in health care mar-
ketplaces. 

“Think of it as more of an on-
line tool that actually facilitates the 
purchase of insurance between the 
insurance carriers and the consum-
ers,” Simpson said. “CieloStar has that 
tool built, and has had it since the late 
1980s, and that’s why we chose them 
as the strategic partner.” 

Planning the project and negoti-

ating with vendors began about a year 
ago. North Carolina Chamber Servic-
es, which is the Chamber’s for-profit 
subsidiary, will market the CieloStar 
platform through the Chamber’s name 
and receive “a small revenue share” 
from commissions, Simpson said.

While Simpson said some Cham-
ber members have shown an interest 
in exploring the private exchange, “at 
this point almost all the major medi-
cal carriers in this state are still waiting 
for the Department of Insurance to ap-
prove some of the plans that they pre-
sented to be starting in 2014.” Once ap-
proved, those rate plans will be loaded 
into the system.

The Chamber will focus on in-
surers with “the biggest footprint in 
North Carolina,” Simpson said, “but 
I can’t imagine a reason to turn down 
any of them if they said they want to be 
on this exchange.” 

During an Oct. 17 health care 
conference the Chamber hosted at the 
Chapel Hill Sheraton, John Reynolds, 

CieloStar CEO, said “private exchang-
es are one of the areas that are expected 
to be growing at a much accelerated 
pace” as the health care market trans-
forms.

‘Level of choice’
The public debate around pri-

vate and public health exchanges “is 
changing behaviors, and it is increas-
ing expectations for individuals about 
the level of choice that they’re going 
to have relative to benefits going for-
ward,” Reynolds said.

The state and federal public ex-
changes set up to sell insurance plans 
that comply with Obamacare offer 
only major medical plans. 

The CieloStar private exchange 
“is going to offer all benefit types — 
major medical, vision, dental, life, dis-
ability, etc. — so it’s a single place to 
come for all aspects of benefits,” Reyn-
olds said.

The vast majority of employer-
provided health insurance follows a 
defined-benefit model, with employ-
ees paying premiums for a group poli-
cy that provides the same coverage for 
everyone in the group (typically every 
worker in the company who signs up 
for health insurance).

Defined contributions
Reynolds said nearly 70 percent 

of employers are considering a shift to 
the defined-contribution model.

“The movement toward private 
exchanges … is a way to facilitate to 
defined contribution in an easy way,” 
Reynolds said. “The economics are 
very compelling as a means of control-
ling exposure to the ongoing health 
care inflation.”

“I’m very bullish on private ex-
changes,” said Chris Condeluci, an 
employee benefits and tax policy attor-
ney with Venable LLP in Washington, 
D.C.

“The shift is occurring and, I 
think, will continue to occur for both 
the large guys as well as the small to 
mid-size guys,” Condeluci said.

Condeluci, a tax counsel for the 
Senate Finance Committee from 2007-
10 who helped draft the legislation 
that eventually became Obamacare, 
believes there are good, bad, and ugly 
components of the law and the health 
care exchanges.

“This marketplace idea has been 
around for 40 years. It’s not really a 
new concept,” he said. 

The Clinton administration and 
the Heritage Foundation embraced 
the concept, as did the policy experts 
who drafted the Affordable Care Act, 
believing it would stimulate competi-
tion, reduce insurance costs, and cut 
administrative expenses.

Private exchanges
“We actually looked at private 

exchanges to serve as the model for the 
exchanges under this law,” Condeluci 
said. But once the “debate went parti-
san,” and staffers for the late Sen. Ted 
Kennedy, D-Mass., took the lead in the 
design of the Obamacare exchange, it 
became “much more regulatory than 
what in my opinion a private exchange 
would ever be,” Condeluci said.

“We’re already seeing the prob-
lems of the manner in which the ACA 
exchange was developed. Instead of 
building off of private business and 
not recreating the wheel, this admin-
istration did recreate the wheel, and 
arguably we’re seeing symptoms of 
people not talking to each other. We’re 
seeing functionality problems, etc.,” 
Condeluci said.

North Carolina Chamber mem-
bers voiced grave concerns about the 
confusion inherent in Obamacare, en-
ergizing the private exchange plan. 

Simpson said there are advan-
tages to an employer using the private 
exchange. With the defined-contribu-
tion model, employers will be able “for 
the first time in perhaps many, many 
years” to control the unpredictable 
costs that occur under defined-benefit 
plans.

Under defined-benefit plans, em-
ployers “simply wait for their agent to 
come back with a series of quotes to 
figure out how much more [coverage] 
is going to cost” each year, Simpson 
said. 

“There are certain rules tied to 
the Affordable Care Act about mini-
mum thresholds of coverage and per-
centages that [employers must] pro-
vide in terms of coverage of care [for 
policies on a private exchange] to be 
ACA-compliant,” Simpson said.

Once those standards are met, he 
said, year-over-year increases in em-
ployers’ health-insurance costs should 
be much lower than they have been in 
the small-group market.

Simpson said access to private 
exchanges may bring some of the ben-
efits and cost savings now available 
only to large companies to their mid-
size and smaller counterparts.        CJ
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Report: CCNC a Mixed Bag for N.C. Medicaid State Briefs

McCrory, NCGA attorneys
Gov. Pat McCrory’s chief le-

gal counsel said that the governor, 
a Republican, decided to hire an 
outside lawyer to defend a lawsuit 
over the state’s new voter identifi-
cation and election law because of 
public statements about the law 
from Democratic state Attorney 
General Roy Cooper. 

Cooper had urged McCrory 
to veto the far-reaching elections 
bill that not only will require voters 
to show a state-approved photo ID 
at the polls, but also would shorten 
the early voting period, do away 
with same-day registration, and 
disallow provisional ballots cast by 
voters who live in another precinct.

Cooper is considered a poten-
tial candidate for governor in 2016.

U.S. Attorney General Eric 
Holder is seeking a declaration that 
the state’s new law violates the fed-
eral Voting Rights Act and is uncon-
stitutional.

Stephens said that the outside 
attorney, Butch Bowers of South 
Carolina, is “very talented,” has 
worked on election law litigation 
and “knows the lawyers [at the U.S. 
Department of Justice who] signed 
this complaint. …” Stephens added 
that the General Assembly had re-
tained another private attorney, 
Tom Farr, to help represent the leg-
islative branch in election law liti-
gation. 

Cooper’s office questioned 
the need to bring in outside coun-
sel. 

Ag finance audit
A state audit questions the ef-

ficiency of the N.C. Agricultural Fi-
nance Authority and suggests that 
the General Assembly and N.C. 
Department of Agriculture might 
want to restructure the authority’s 
operations.

The audit, performed by State 
Auditor Beth Wood’s office, ques-
tions if the economic conditions 
that the authority was created to 
address still exist. The authority 
was established 25 years ago by 
the General Assembly to alleviate 
a shortage of available and afford-
able loans for agriculture and agri-
cultural exports.

The head of the authority re-
sponded that it operates efficiently 
and provides benefits to the state.

The audit points out that the 
authority provided only four new 
loans during the 2011-12 fiscal 
year. “Only one additional loan for 
$590,000 has been made as of Feb. 
28, 2013,” the report says.

The report also suggests that 
the authority is overstaffed, with 
seven full-time employees and one 
part-time employee.                    CJ

By CJ Staff
RALEIGH

Medicaid spending has grown dramatically, while 
patient health outcomes have declined, as North 
Carolina has relied on Community Care of North 

Carolina to serve most Medicaid patients. A new Policy Re-
port from the John Locke Foundation and Florida-based 
Foundation for Government Accountability highlights five 
“design flaws” in the CCNC model.

“CCNC has failed to keep its promises of improved 
patient health care and lower costs,” said report author Jon-
athan Ingram, FGA director of research. “More than half of 
53 commonly used Medicaid health performance measures 
have worsened in North 
Carolina since 2010. Mean-
while, the state’s Medicaid 
budget has seen annual bud-
get overruns averaging 11 
percent during the past four 
years.” 

The report offers more 
support for a Medicaid re-
form approach like the one 
touted by Gov. Pat Mc-
Crory’s administration, said 
Katherine Restrepo, JLF 
health and human services 
policy analyst. 

“States like Florida, 
Kansas, and Louisiana al-
ready have seen benefits of 
adopting the type of reforms 
proposed in the governor’s 
Partnership for a Healthy 
North Carolina,” Restrepo 
said. “New details about 
CCNC’s design flaws should 
help encourage policymak-
ers to follow these states’ 
lead in pursuing a Medicaid 
system that works better for 
patients, providers, and tax-
payers.”

The nonprofit CCNC is 
a collection of regional net-
works. They provide some 
care coordination services 
to Medicaid patients. About 
86 percent of North Caro-
lina’s Medicaid program runs through CCNC or its sister 
program, Carolina ACCESS. A key feature involves linking 
patients with a primary care physician dubbed a “medical 
home,” Ingram reports.

Despite hopes of better management and lower costs, 
the first CCNC design flaw involves patients’ lack of choice, 
Ingram said.

“Although patients can generally choose their own 
primary care physician, all benefits are structured in the 
same one-size-fits-all ‘Old Medicaid’ model,” he said. “Pa-
tients with diabetes, autism, chronic kidney disease, and Al-
zheimer’s are all treated the same and forced into the same, 
nonpersonalized Medicaid plan.”

McCrory’s Partnership model, in contrast, relies on 
multiple public or private groups called “comprehensive 
care entities” that offer competing plans, Ingram said. 

“Patients are able to select plans based on cost, qual-
ity, and access to care, and the state pays the CCE a fixed 
monthly rate for each patient — with rates based on each 
patient’s health status,” he said. “This framework shifts the 
risk of waste, fraud, and abuse from the state and the tax-
payer to the CCE.”

The second design flaw in the Community Care model 
is linked to its lack of competition and accountability, In-

gram said. “There is no incentive for primary care physi-
cians, medical homes, or CCNC networks to improve pa-
tient health or satisfaction,” he said. “Florida, which has 
more Medicaid competition and accountability, reports bet-
ter performance on most health measures and higher pa-
tient satisfaction.”

CCNC claims to have saved the state billions of dol-
lars. Ingram’s report questions those claims. His third de-
sign flaw focuses on “wildly varying assessments” of cost 
savings from three separate state-hired consultants.

“While estimated CCNC savings vary by up to hun-
dreds of million of dollars in a given year, the Partnership 
for a Healthy North Carolina model would produce sav-

ings that are reliably pre-
dictable,” Ingram said. “The 
savings are built into state 
contracts with the compre-
hensive care entities. For 
example, a similar program 
in Louisiana built in 3.5 per-
cent savings per member 
per month for all Medicaid 
patients enrolled.”

The N.C. Department 
of Health and Human Ser-
vices has estimated that the 
Partnership reform model 
would save the state up to 8 
percent of its Medicaid costs 
each year. “This represents 
annual savings of more than 
$1 billion,” Ingram said.

Design flaw No. 4 ad-
dresses the continued in-
crease in health care costs 
and utilization in North 
Carolina Medicaid. “It’s 
expected that Medicaid pa-
tients would use more pri-
mary care services and pre-
scription drugs under the 
CCNC model,” Ingram said. 
“These are supposed to be 
offset by reduced hospital 
costs. But emergency room 
visits actually increased for 
the most expensive patients 
under CCNC. This begs the 
question of where the sup-

posed savings, amounting to hundreds of millions of dol-
lars each year, came from.”

Ingram’s final design flaw focuses on the fact that 
North Carolina’s current Medicaid “funding scheme makes 
it impossible to know if it actually saves taxpayer dollars.”

“If CCNC actually is producing the massive savings 
it has claimed, why is North Carolina’s Medicaid spend-
ing so much higher than its neighbors’?” Ingram asked. 
“North Carolina’s state auditor must have questions about 
previous savings estimates. She has recommended a ‘sci-
entifically valid study based on actual data’ to determine 
whether CCNC is really saving money and improving pa-
tient health.”

With multiple design flaws, CCNC has failed to 
achieve its goals, Ingram said. “Medicaid patients and tax-
payers in North Carolina are caught in the perfect storm 
of unsustainable cost increases and deteriorating patient 
health outcomes, while policymakers lack honest and ac-
curate information needed to develop the state’s Medicaid 
budget. The program is in urgent need of reform.”

Restrepo agrees. “Replacing CCNC’s failures with 
pro-patient, pro-taxpayer reforms can transform North 
Carolina’s Medicaid system into the health care safety 
net it was meant to be all along.”                            CJ
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RALEIGH

A new Commerce Department 
program designed to consoli-
date information collected by 

the state on job openings and career 
development is expected to reduce tax-
payer spending by roughly $800,000 a 
year compared with outlays on exist-
ing programs. But several lawmak-
ers question whether the state should 
be providing these services in direct 
competition with private-sector por-
tals such as Monster.com, and if state 
government should spend more than 
$1 million a year on a website that’s 
largely invisible to residents who seek 
its services.

The General Assembly’s Joint 
Legislative Program Evaluation Over-
sight Committee received a report in 
late September on NCWorks Online, a 
Web-based program that launched in 
early August to provide information to 
jobseekers, employers, and the general 
public about job openings, labor mar-
ket data, and training resources. 

Roger Shackleford, assistant 
commerce secretary for workforce so-
lutions, told the committee that the de-
partment began considering a way to 
consolidate this information in 2012, 
when a report from the committee rec-
ommended integrating the technology 
from eight existing systems in state 
government.

The result is NCWorks Online, 
which Shackleford described as “not 
just a job-matching system; it’s an inte-
grated work force evaluation system.” 
The department looked at various sys-
tems around the country and found 
one vendor that had designed technol-
ogy adopted by “20 to 25 states,” he 
said. “The vendor customized existing 

technology for our purposes.”
Catherine Moga Bryant, direc-

tor of governance and strategic plan-
ning in the department’s Division of 
Workforce Solutions, called NCWorks 
a “one-stop shop for connecting tal-
ent to jobs and jobs to talent.” The site 
includes separate portals: tools for 
job seekers; tools for employers; labor 
market information; and other resourc-
es and services.

NCWorks allows job seekers to 
register, post as many as 10 résumés, 
and look for jobs statewide. Employ-
ers also can register to post jobs and 
review information submitted by job 
seekers. The site also includes labor 
market information, including job 
openings by type and location, salary 
ranges, experience requirements, and 
training opportunities.

Shackleford said that since the 
site went live in early August, more 
than 1,400 businesses had posted jobs 
or inquired about posting on the site 
and 10,700 job openings had been 
posted. Meantime, more than 13,000 
job seekers have registered, and more 
than 14,000 résumés have been added 

to the site.
Bryant said the system uses “spi-

der” technology to pull jobs into the 
system. The vendor reviews informa-
tion on postings daily to prevent du-
plicate postings or postings that might 
include “discriminatory language or 
wording.”

She added that the listings cover 
jobs offering a wide range of salaries, 
noting one posting for a banking ex-
ecutive that would pay $200,000 annu-
ally.

Committee members queried 
Bryant on the variety of job postings 
on the site. Rep. Edgar Starnes, R-
Caldwell, asked if teacher openings 
were listed. Rep. Jean Farmer-Butter-
field, D-Wilson, asked about openings 
in state government. Bryant answered 
yes to both.

But Rep. Tim Moffitt, R-Bun-
combe, vice chairman of the House 
Commerce and Job Development 
Committee, questioned why the state 
was operating the site. “The private 
sector is doing this, from CareerBuild-
er to Monster to Ladders,” citing three 
well-known websites for job seekers. 

“I would presume that for labor-inten-
sive positions that pay under $30,000 
a year this would make sense, but I 
don’t think the state should be compet-
ing with private industry, especially 
for jobs that pay over that amount, be-
cause there’s a vibrant private industry 
already doing this, and this puts the 
state in competition with them. I have 
some concerns about it,” he said.

Moffitt also asked how much 
NCWorks cost to set up and maintain. 
Bryant said it cost $300,000 to develop 
and is expected to cost $1.2 million a 
year to maintain. (Using Shackleford’s 
estimate of $800,000 annual savings, 
the state presumably had been spend-
ing about $2 million a year to operate 
the eight “legacy” systems.) 

Rep. David Lewis, R-Harnett, 
asked how aggressively the state has 
marketed the site. Bryant said Com-
merce has conducted “outreach to 
businesses,” the community college 
system, and the Department of Public 
Instruction.

Lewis said, “I haven’t seen the 
site before today.” During the hearing, 
he said he conducted three separate 
online searches using terms such as, 
“looking for a job in North Carolina,” 
and NCWorks did not appear near the 
top of any of the searches. “We need to 
do something to make folks aware of 
it,” he said.

Sen. Fletcher Hartsell, R-Cabar-
rus, the committee’s co-chairman, 
closed that segment of the meeting by 
saying that NCWorks was “pulled to-
gether to do [diversified functions in 
state government] more efficiently.” 
He also noted that, before taking her 
position at Commerce, Bryant was a 
staff member of the committee who 
had led the evaluation concluding 
that the consolidation was needed.   CJ

Some lawmakers question the state spending $1 million a year for a website that 
competes with private jobs websites and which is nearly invisible on the Internet.
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State Asks Court to Dismiss Two Lawsuits Against Voter ID Law

By Barry SmitH
Associate Editor

RALEIGH

The state is asking a federal court 
to dismiss two lawsuits — one 
filed by the North Carolina 

NAACP and one filed by the League of 
Women Voters of N.C. — challenging 
the new law requiring voters to pres-
ent government-issued identification 
when voting and changing other elec-
tion regulations.

The response by the state to the 
lawsuits was filed Oct. 21 in the U.S. 
Middle District Court. Responses to 
other lawsuits, including one filed by 
the U.S. Department of Justice, are ex-
pected later this year.

The state denied many of the al-
legations appearing in the plaintiffs’ 
lawsuits. In addition to asking that the 
lawsuits be dismissed and that a judg-
ment be entered for the state, the state 
asked to be awarded attorneys’ fees 
and further relief that the court may 
deem just and proper.

“What we passed was a reason-
able bill with reasonable time limits in 
it to make sure that people who don’t 
have an ID have the ability to get one,” 
said Rep. David Lewis, R-Harnett, af-
ter the state’s response was filed. Lewis 
is one of the chief architects of House 
Bill 589, the voter ID law.

Rev. William Barber, president 
of the N.C. NAACP, said the lawsuit 
should go on and that the plaintiffs 
should get a fair hearing. “This is a 

monster voter suppression bill,” Bar-
ber said during a telephone conference 
call. He called the bill a “revival of Jim 
Crow in the 21st century” and said it 
was an attack on democracy.

“We must have this attack exam-
ined within the purview of the court,” 
Barber said.

Lewis said the voter ID and elec-
tion law changes put North Carolina 
largely in line with most other states. 
“We believe that every citizen that’s 
entitled to vote does and should have 
the opportunity and availability and 
access to the ballot, and be able to vote 
their conscience,” Lewis said. “Those 
votes cumulatively determine who 
wins.”

Barber said the system the state 
has been operating under isn’t broken. 
“What makes this so extreme is that 
they are trying to repeal voting pro-

visions that are already in existence,” 
Barber said. “They are trying to go 
backward when the state has moved 
forward.”

Hans von Spakovsky, senior fel-
low at the Heritage Foundation and 
a former member of the Federal Elec-
tions Commission, saw Barber’s ret-
rogression claim as an outdated legal 
tool.

To prove retrogression, plaintiffs 
must show that a change in the law 
put a minority group in worse position 
than it would have been in had the law 
not changed. 

Von Spakovsky said that legal av-
enue was voided earlier this year when 
the U.S. Supreme Court invalidated 
Section 5 of the federal Voting Rights 
Act. The court ruled that Section 5 re-
lied on an antiquated formula from the 
1960s to determine whether the voting 

laws in Southern states violated the 
rights of minorities.

“That’s the standard under Sec-
tion 5 of the Voting Rights Act, not 
the standard under Section 2,” under 
which the current lawsuit was filed, 
von Spakovsky said. 

Von Spakovsky said he ex-
pects the NAACP to lose the lawsuit. 
“They filed almost the identical law-
suit against Georgia’s [voter ID] law 
in 2005,” he said. “They lost that case 
spectacularly.” He said plaintiffs in 
Georgia couldn’t come up with any-
one who’d be unable to vote because 
of that state’s voter ID law.

Von Spakovsky also cited a recent 
article he wrote showing that people 
who filed affidavits in 2005 challenging 
the Georgia law, claiming they would 
have difficulty obtaining a photo ID to 
vote, have voted repeatedly since then.

Penda Hair, co-director of the 
Advancement Project, joined Barber 
in his telephone conference. She said 
North Carolina’s voter ID law was 
stricter than many other states’ laws, 
pointing out that university students 
wouldn’t be able to use their state-is-
sued student IDs to vote. She said the 
law would harm African-Americans 
disproportionately.

“The arguments in favor of photo 
ID are falling by the wayside,” Hair 
said.

Republican Gov. Pat McCrory’s 
chief legal counsel, Bob Stephens, said 
in a statement, “The governor has no 
intention of distancing himself from a 
common-sense law that is supported 
by the people of this state and protects 
the integrity of the voting process. The 
allegations made by the plaintiffs are 
simply wrong as a matter of law and 
fact. The governor remains confident 
that the law will be upheld.”                             CJ

Briefs say new law
does not diminish
minority voting rights

FIRST IN FREEDOM
In First in Freedom the John Locke Foundation’s 

president and research staff apply the timeless ideas of 
20th-century conservative thinkers to such 21st-century 
challenges as economic stagnation, tax and regulatory 
burdens, and educational mediocrity. 

First in Freedom contains practical suggestions and 
advice for North Carolina’s new governor and General As-
sembly. 

To get your copy, go to JohnLockeStore.com.
The John Locke Foundation, 200 W. Morgan St. Suite 200, Raleigh, NC, 27601

919-828-3876 • JohnLocke.org • CarolinaJournal.com • info@johnlocke.org

Transforming Ideas into Consequences for North Carolina

Protesters gathered on “Moral Mondays” this past summer to protest new state voter 
ID laws. (CJ file photo by Don Carrington)
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Officials: Obamacare to Have Little Effect on State Health Plan
By Dan Way
Associate Editor

RALEIGH

The General Fund cost of operat-
ing the State Health Plan is ex-
pected to rise about $90 million 

from fiscal years 2013-14 to 2015-16, 
but that is a slower growth trend than 
in past years, and Obamacare has little 
effect on it, officials say.

General Fund costs will ratchet 
up from about $1.9 billion in fiscal year 
2013-14 to $1.95 billion in 2014-15, and 
$1.99 billion by 2015-16, David Vander-
weide in the General Assembly’s Fiscal 
Research Division told Carolina Journal. 

And even though members of 
the State Health Plan have expressed 
frustrations as they’ve tried to sign up 
for coverage in 2014 that are not un-
like those from people who’ve tried to 
enroll in Obamacare, a spokesman for 
state Treasurer Janet Cowell says the 
two circumstances are unrelated.

Premiums from employees and 
retirees are not included in the cost 
estimates. Nor is revenue from other 
sources that fund some government 
positions, including money from 
the Highway Fund, receipts, federal 
funds, or local funds. Including those, 
total state health plan expenses are ex-
pected to be $2.7 billion in 2013-14, $2.9 
billion in 2014-15, and about $3 billion 
in 2015-16.

The pending General Fund in-
creases reflect roughly 2 percent higher 
costs per year. “That is below the typi-
cal increase” of about 5 percent annu-
ally, Vanderweide said.

“In total the amount of the Af-
fordable Care Act [adjustments] has 
a minimal impact on the State Health 
Plan” in terms of costs, he said. “You 
would expect to have a minimal impact 

on a group that already had [health in-
surance] coverage.”

Two State Health Plan policies 
will include expanded services that are 
Obamacare-compliant, even though 
the state did not have to broaden its 
offerings; the State Health Plan was 
grandfathered in under the national 
health reform law and allowed to offer 
the same coverage it provided in 2013. 

Determining the scope and cost 
effects of some Obamacare-related 
changes, such as dependent care cover-
age, is difficult to gauge precisely and 
will be monitored by state officials. 

Despite that mostly good news 
for taxpayers, the state has been be-
sieged with calls the past several weeks 
from frustrated State Health Plan 
members, complaining they could not 
process their health plan selections for 
the coming year.

“Online enrollment is available, 
up and running, as it has been since 
Oct. 1,” treasurer’s office spokesman 
Schorr Johnson said in response to the 
outcry. 

Even though the open enroll-
ment period was supposed to end Oct. 
31, about half of the State Health Plan 

members had not made a selection as 
of Oct. 25. “The plan’s eligibility and 
enrollment vendor is experiencing a 
high volume of calls, which is lead-
ing to longer wait times than desired. 
The vendor is working to address this 
issue,” and extended open enrollment 
through Nov. 15, Johnson said.

Some members probably are sat-
isfied with the basic 70/30 plan and 
will take no action, Johnson said.

The treasurer’s office has been 
administering the State Health Plan 
for some 650,000 state workers, retir-
ees, and dependents since the General 
Assembly gave it that responsibility in 
2011.

“Folks are running the gamut 
with their frustrations,” said Toni Da-
vis, communications director for the 
State Employees Association of North 
Carolina, which represents state work-
ers and state retirees.

Complaints include not being 
able to enroll online, difficulty getting a 
representative on the phone to provide 
enrollment services, vendor represen-
tatives hanging up on callers, and lack 
of either a confirmation number when 
members enroll or an email confirma-
tion of the enrollment, Davis said. 

Some dissatisfied retirees have 
drawn comparisons between the prob-
lems in the state system and the melt-
down of the enrollment process in the 
federal health care exchanges under 
Obamacare, Davis said.

“No, they are very different situ-
ations,” Johnson said. “Every member 
of the state health plan already has 
health insurance — and taking no ac-
tion will still result in members being 
enrolled in comprehensive health cov-
erage,” Johnson said.

The State Health Plan has been 
beset with problems for years. It has 
more than $23 billion in unfunded li-
abilities — benefits promised to state 
retirees with no money set aside to pay 
for them. The legislature imposed pre-
mium costs on state health plan mem-
bers two years ago at the same time it 
shifted administration of the plan to 
the treasurer.

 Obamacare first began impacting 
the State Health Plan with an $87 mil-
lion cash subsidy from the federal gov-

ernment for early retiree reinsurance 
from 2010-12, according to a Novem-
ber 2012 actuarial report presented to 
the State Health Plan’s board of trust-
ees by The Segal Company, a benefits 
and human-resources consulting firm. 

The Early Retiree Reinsurance 
Program let government retirees who 
were not covered by an employer’s 
health policy and too young to quali-
fy for Medicare get cut-rate coverage 
from the State Health Plan. The pro-
gram has since ended.

State officials will be challenged 
to determine ongoing dependent care 
costs due to Obamacare. The manage-
ment-consulting firm Aon Hewitt re-
ported in May 2012 to the State Health 
Plan that dependents paid premiums 
totaling $419 million but incurred costs 
of $526 million. It is expected the short-
fall will remain about $100 million a 
year.

Obamacare mandates that indi-
vidual insurers no longer can differen-
tiate by health status and gender when 
setting insurance premiums. More-
over, a 64-year-old can be charged no 
more than three times the premium of 
a 21-year-old for the same coverage. 

Since private insurers could 
charge much higher rates or deny cov-
erage altogether to less-healthy depen-
dents, dependents with health issues 
have been more likely to enroll in State 
Health Plan, because its premiums 
tended to be lower than those in the 
private market.

Conversely, healthy dependents 
typically have found lower-cost cover-
age from private insurers. 

Under Obamacare, the State 
Health Plan may become a better deal 
for healthy people (thus reducing the 
short-term costs to state taxpayers), 
and private insurance may offer lower 
premiums for those with health prob-
lems.

Increasing the age of dependent 
coverage to 26 is projected to cost the 
state $16.9 million in fiscal year 2013-
14, $18.5 million in 2014-15, and $20.2 
million in 2015-16, according to an 
April 2011 Aon Hewitt actuarial report.

The state also anticipates savings 
by offering new Medicare Advantage 
plans in which employees would pick 
up co-pays and deductibles. At pres-
ent, Medicare is the primary payer of 
benefits for doctor and hospital visits 
by Medicare-eligible retirees. The State 
Health Plan then pays its share, and 
the individual pays any remaining bal-
ance.

The impact of the Affordable 
Care Act on those benefits is compli-
cated, and it is difficult to determine 
how much the expected savings might 
be and how much of the savings could 
be attributed to Obamacare, a legisla-
tive aide said.                              CJ
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JLF: Ending Certificate-of-Need Law Could Stem Health Costs
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By CJ Staff
RALEIGH

North Carolina can help pre-
vent unnecessary increases in 
health care costs by repealing 

a 35-year-old law that has failed to ad-
dress that goal. A recent John Locke 
Foundation Spotlight report delivers 
that verdict.

“State policymakers should give 
health care consumers — including 
the poor, the elderly, and people with 
emergencies — what they really need: 
more choices, closer access to care, and 
lower costs,” said 
report author Jon 
Sanders, JLF direc-
tor of regulatory 
studies. “Repeal of 
the certificate-of-
need, or CON, law 
would accomplish 
all three goals.”

Sanders’ re-
view of CON is 
the latest install-
ment in his “Caro-
lina Cronyism” 
research series. (To 
see the entire se-
ries, visit http://
bit.ly/18utp6b.)

The CON 
law’s “funda-
mental prem-
ise is hopelessly 
wrong,” Sanders said. It assumes gov-
ernment restrictions on medical ser-
vices, equipment, and hospital beds 
can lead to lower costs. The new report 
highlights data and research that tell 
another story.

“As four decades of research 
have demonstrated conclusively, CON 
makes higher health care costs more 
likely, not less,” Sanders said. “CON’s 

fundamental premise has the relation-
ship between competition and prices 
completely backwards. Competition, 
not central planning, is what would 
prevent artificial price increases.”

North Carolina joined many 
other states by enacting certificate-
of-need requirements in 1978, largely 
to comply with a federal government 
mandate. Since Congress repealed its 
mandate in 1987, 14 states have ended 
their CON rules.

Meanwhile, this state maintains 
one of the most restrictive CON pro-

grams in the coun-
try, Sanders said. 

“North Caro-
lina’s CON law 
regulates 25 dif-
ferent health care 
services,” he said. 
“The state Divi-
sion of Health Ser-
vice Regulation 
says the law pro-
hibits health care 
providers from 
acquiring, replac-
ing, or adding to 
their facilities and 
equipment, ex-
cept in specified 
c i rc u m s t a n c e s , 
without prior ap-
proval from state 
government. Prior 

approval is also required for the initia-
tion of certain medical services.”

Only half of the 25 services regu-
lated in North Carolina also face regu-
lation in a majority of the other states 
with CON laws, Sanders said. “Five 
services regulated in North Carolina 
— including burn care, CT scanners, 
and assisted-living facilities — are 
regulated in no more than one-third of 

the other states with certificate-of-need 
requirements.”

While North Carolina’s CON re-
strictions remain in place, 17 counties 
have no hospital, and just 23 of the 
state’s 100 counties have more than 
one hospital. 

“Small towns and rural areas are 
dealing with more than just artificially 
higher prices linked to the CON law,” 
Sanders said. “The elderly, the poor, 
people under time constraints, and es-
pecially people with emergency medi-
cal needs would be served better by 
having medical services nearby.”

State restrictions do benefit one 
group, Sanders said. “Existing hos-
pitals and medical service providers 
reap the benefit of CON laws, which 
insulate them from competition,” he 
said. “The effect of limiting the sup-
ply of beds, equipment, and facilities is 
higher hospital profits.”

In a free market, higher profits 
would entice new providers to offer 
their services and compete with exist-

ing providers. The CON law discour-
ages that competition, Sanders said.

“The CON process itself discour-
ages smaller potential providers from 
attempting to do business in North 
Carolina,” he said. “From preparation 
consulting fees to application fees, 
public hearing consulting fees, expe-
dited review, and appeals, the process 
can last up to two years or more and 
cost millions of dollars.”

“What emerges is essentially a 
government-blessed cartel — an OPEC 
of sorts for health care services,” Sand-
ers added.

Many state legislators have rec-
ognized the need for a change, Sanders 
said. “A select committee in the N.C. 
House offered several major recom-
mendations to improve the CON pro-
cess, and the House voted 112-2 this 
year to make some helpful changes,” 
he said. “That House bill now sits in 
the state Senate. Senators could consid-
er the issue when they return to work 
next spring.”

This a good time for North Caro-
lina to rethink its costly CON rules, 
Sanders said. “Especially amid the un-
certain environment and inflationary 
forces fostered by the federal health 
care law, keeping health care costs 
down is a worthy and important goal 
for state policymakers,” he said. “CON 
is an area especially open for reform in 
North Carolina, since it is one of the 
most restrictive — and therefore most 
inflationary — in the country.”

“Now is not the time to pro-
mote a cartel,” Sanders added. “State 
leaders could honor the intent be-
hind CON — preventing unneces-
sary increases in health care costs — 
by repealing CON.”                   CJ

North Carolina
maintains
one of the

most
restrictive

certificate-of-need
programs

in the
United States
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COMMENTARY

How Media Multitasking
Undermines Learning

Stoops: New Student Data
Website Has Glitches, Too

KRISTEN
BLAIR

Attention is the coin of the 
realm in learning. The abili-
ty to “attend” to a task — to 

concentrate completely — has pro-
foundly positive effects on learning 
and retention. Yet students today 
inhabit a staccato-paced world of 
interruption and distraction. Are 
they honing this still-critical skill?

Not exactly. New research 
from psychologist Larry Rosen, 
published this May in the jour-
nal Computers in Human Behavior, 
shows that most students can-
not resist the siren song of social 
media and other digital 
distractions for more 
than a few minutes, even 
during dedicated home-
work time. Rosen and 
his colleagues evaluated 
263 middle, high school, 
and college students for 
15-minute intervals of 
home study involving 
“important” schoolwork, 
finding that students 
averaged less than six 
minutes before succumb-
ing to texting and media 
multitasking. Only 65 percent of 
students’ study time, on average, 
was devoted to schoolwork.

Even Rosen, a veteran media 
researcher, was alarmed, calling the 
results “startling” in his Psychology 
Today blog. 

What sorts of implications 
do these findings have for learning 
today? Plenty. Distracted learning 
is not good learning. Research on 
cognition has shown that “multi-
tasking” impedes efficiency and ac-
curacy, especially for complicated 
tasks. A home or school learning 
environment pulsing with distrac-
tions isn’t a particularly effective 
one. 

What can parents do to 
mitigate distractedness? Separat-
ing teens from mobile phones 
during homework time is a good 
place to start, and removes the 
pre-eminent study-buster (texting 
took top honors as a distraction in 
Rosen’s study). Not surprisingly, 
students with gadget-rich study 
spaces multitasked the most. Thus, 
Rosen advocates brief “technology 
breaks,” in which students engage 
with devices following longer 
periods of concentrated work. It’s a 
new twist on an old mantra: Work 
now, play later.

Discouraging frequent media 
multitasking requires ingenuity 
when homework is done primarily 
on computers. Parents can insist 

such work be completed in open 
spaces, not bedrooms, so they can 
monitor the pace of progress peri-
odically, as well as the number of 
open windows on the computer (as 
Rosen’s researchers did). If neces-
sary, parents can use software to 
block websites that become chronic 
time-wasters, or to enforce time 
limits on Internet use. 

Finally, parents should know 
that Facebook and the textbook 
don’t mix: Checking Facebook just 
once during Rosen’s 15-minute 
interval was linked to a lower GPA. 

Research on media 
multitasking has class-
room ramifications, too. 
Many educators today 
exhibit a lemming-like 
approach toward technol-
ogy immersion. Forget 
due diligence. Everyone 
is doing it, the thinking 
goes, so let’s saturate 
classrooms and hope for 
the best. School districts 
in North Carolina and 
nationwide have raced 
to embrace one-to-one 

computing environments — or 
even “bring your own device” 
programs, in which students use 
personal tablets or smart phones in 
class to complete work. 

Yet, as I’ve noted before, 
there is little compelling, consistent 
research showing that informa-
tion technology saturation boosts 
achievement. We know even less 
about the effects of technology 
immersion on student attention. 
What we are learning should serve 
as a flashing yellow light, calling 
for a more discerning, balanced ap-
proach to technology integration. 

Certainly, technology can and 
should be leveraged to promote 
deep, individualized learning. But 
research from Syracuse Universi-
ty’s Jing Lei and others affirms that 
we should think in terms of quality, 
not quantity, when we employ 
technology as a learning tool. 

More fundamentally, as 
adults we must teach (and model 
for kids) the importance of stay-
ing the course, tuning out distrac-
tions, and postponing pleasure 
when it’s time to work. Educators 
obsess over 21st-century skills, but 
guess what? Knowing how to push 
through boredom, to sustain atten-
tion, and to delay gratification — 
these are among the most essential 
skills of all.                                       CJ

Kristen Blair is a North Carolina 
Education Alliance fellow.

By CJ Staff
RALEIGH

A website that collects data on all 
public school students in North 
Carolina has experienced im-

plementation problems somewhat 
similar to the “glitches” reported in 
the early weeks of enrollment for the 
federal Affordable Care Act, says Terry 
Stoops, director of research and educa-
tion studies at the John Locke Founda-
tion.

Problems with PowerSchool, a 
Web-based product that began col-
lecting informa-
tion last fall for 
the N.C. Depart-
ment of Public 
Instruction, have 
affected every-
thing from high 
school football 
scheduling to col-
lege admissions. 
A report from the 
Charlotte television station WBTV said 
one principal in Charlotte Mecklen-
burg Schools was so frustrated that she 
registered students at her school using 
pen and paper rather than the website.

“I find it curious that Power-
School, purportedly an established 
and widely used program, cannot per-
form basic data collection and report-
ing functions for North Carolina teach-
ers and administrators,” Stoops said.

DPI contracted with the tech-
nology company Pearson Inc., which 
licenses PowerSchool, as part of the 
department’s Home Base Initiative. 
Home Base is a portal letting students, 
parents, teachers, and administrators 
gain access to student records, grades, 
attendance, and other information. 

A Pearson release calls Power-
School the “most widely used Web-
based student information system, 
supporting 12 million students in all 
50 states and over 65 countries.”

PowerSchool replaced NC WISE, 
a system the state had used since 1998 
for gathering student information. It 
also was riddled with implementa-
tion problems. Eight years after its in-
troduction, the NC WISE was unable 
to perform all of the functions it was 
intended to handle. An information 
technology official at DPI told Carolina 
Journal in 2006 that the department ex-
pected NC WISE to be the state’s stu-
dent information system “for at least 
20 years.”

Instead, DPI contracted with 
Pearson for a PowerSchool application 
to serve as the state’s student informa-
tion system.

Problems with PowerSchool have 
had a ripple effect, Stoops said. 

The uncertain release of official 
student enrollment numbers stored in 
PowerSchool may delay the seeding 
process for the high school football 
playoffs in North Carolina, accord-
ing to a report from HighSchoolOT, a 
sports news service operated by Capi-
tol Broadcasting Co. Enrollment figures 
were not available as of Oct. 28, less 
than two weeks before the final regu-
lar season games. According to High-
SchoolOT, “the largest 32 schools that 
qualify for the playoffs from the 4-A 
class will go the 4-AA state playoffs, 

while the small-
est 32 qualifiers 
will be put into 
the 4-A playoffs.” 
The N.C. High 
School Athletic 
Association will 
need enrollment 
numbers by Nov. 
9, the date pair-
ings for the state 

playoffs are scheduled to be released.
In addition, PowerSchool mal-

functions have complicated the college 
admissions process for many students. 
“Complaints include students not be-
ing able to log on and teachers not be-
ing able to upload recommendation 
letters,” The News & Observer reports. 
“Some families’ credit cards have been 
charged more than once after they hit 
the ‘submit’ button several times in 
frustration.” Plenty of parents and col-
lege applicants have been concerned 
about the status of their applications 
and the accuracy of the information 
delivered to their college or university 
of choice.

As the school year opened, state 
Superintendent of Public Instruction 
June Atkinson responded to some of 
the criticism. “The old student infor-
mation system was not up to date or 
sensitive to contemporary needs of 
teachers, parents, and students,” At-
kinson said in an Aug. 20 press release. 
“We do not need to waste resources in 
patching a system that would no lon-
ger meet our needs. As with any new 
system, we expect there will be learn-
ing curves, but the Home Base system 
will be very positive for parents and 
others.”

“Minor glitches are to be ex-
pected in the initial months of imple-
menting a computer system of this 
size and scope,” Stoops said. “But if 
PowerSchool’s functionality does not 
improve, whom do we hold account-
able? If there was one thing I learned 
by watching the congressional hear-
ings on the disastrous Obamacare 
website, it was that nobody wants to 
accept responsibility for their mistakes 
and failures.”                            CJ
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Charter ‘Accelerator’ Program Helps New Schools Open Doors
By Barry SmitH
Associate Editor

RALEIGH

Of the 26 public charter schools 
given preliminary approval 
to open in fall 2014, two were 

spearheaded by the Accelerator Pro-
gram operated by Parents for Educa-
tional Freedom in North Carolina.

Accelerator-led schools will be 
the first charter schools in two eastern 
North Carolina counties — Bertie and 
Halifax.

Heritage Collegiate Leadership 
Academy will open in Bertie County, 
and KIPP (which stands for Knowl-
edge Is Power Program) Halifax Col-
lege Preparatory will operate in Hali-
fax County.

“We’re real excited,” said Dar-
rell Allison, president of PEFNC, a 
nonprofit advocacy group that sup-
ports public charter schools and other 
school choice initiatives. The two char-
ter schools are “in their planning year 
now.”

Charter schools are public schools 
that receive tax funding based on the 
number of students enrolled. Each 
school is governed by its own board 
of directors. Charter schools generally 
have more flexibility and fewer regula-
tions than traditional public schools.

Kwan Graham, who co-directs 
the Accelerator Program with Cam-
esha Jones, said the program works 
to help potential charter schools be 
prepared financially, including assis-
tance with business plans. It provides 
facilitators to help the schools’ boards 
discuss board governance and curricu-
lum.

“People come in and talk about 
best practices,” Graham said.

Graham said quality is the focus 
of the Accelerator Program.

“If you have a community that’s 
struggling, you need the best of the 
best to go in,” Graham said. “It is all 
centered around making sure that we 
have the best educators, the best edu-
cational plan, sound finances — every 
part that makes a school run that is 
top quality. The focus of an Accelera-
tor is to have a quality charter school 
… that’s going to help kids [who] are 
being challenged.”

Graham said KIPP Halifax Col-
lege Preparatory will be modeled after 
a “very successful” KIPP Gaston Col-
lege Preparatory 
in Northampton 
County.

“They’re go-
ing to open up 
with fifth grade,” 
Graham said of 
the Halifax cam-
pus. “It’s going to 
[have] 90 students 
the first year,” 
with plans over 
time to expand to 
include kindergarten through eighth 
grade and enroll 810 students.

A part of the planning for any 
charter school is finding a facility to 
house it, which can be challenging for 
schools that start out small but expand.

“For many schools, they may 
choose an existing building,” said 
Kashi Nelson, founding director of 
Heritage Collegiate. “Modular units 
are an option for many charter schools” 
as they grow.

Nelson said she is returning to 
Bertie County to help Heritage get off 
the ground. “I started my teaching ca-
reer in Bertie County,” Nelson said, 
noting that the county’s schools have 
struggled in recent years.

“Our test scores, on average, have 

been among the lowest in the state, es-
pecially in reading,” Nelson said.

She said Heritage will implement 
strategies to improve reading profi-
ciency, including the use of a reading 
achievement program from the Hill 
Center, along with infusing Latin in all 
the English and language arts classes.

The Hill Center, based in Dur-
ham and Raleigh, developed a tutoring 
model for students experiencing read-
ing difficulty. According to the organi-
zation’s website, it uses small group 
sessions that focus on drills, phonics, 

sight words, flu-
ency, vocabulary, 
and reading com-
prehension to help 
students improve 
their reading 
skills.

“There will 
definitely be a fo-
cus on literacy 
at Heritage Col-
legiate,” Nelson 
said.

The school initially will offer kin-
dergarten through third grade, and 
plans to expand by one grade a year 
until it offers the eighth grade.

Initially, the school will have 
about 240 students and eventually 
plans to enroll as many as 500 stu-
dents, she said.

Nelson said the Bertie charter 
school has been in the works for seven 
years, and has steadily gained support 
within the community.

“We were stopped by the cap,” 
Nelson said, noting that until the 2011 
legislative session, the number of char-
ter schools in the state was capped by 
law at 100.

“We’ve been bombarded with 
résumés,” Nelson said, for both the 

principal and teaching positions. “We 
don’t officially begin recruiting until 
January.”

Bill Cobey, chairman of the State 
Board of Education, said he likes the 
work PEFNC is doing to bring charter 
schools to rural counties.

“It’s easier to establish a public 
charter school in the inner city than it 
is in a rural county where they don’t 
have the human resources,” Cobey 
said.

Cobey notes that Parents for Ed-
ucational Freedom was started around 
the idea of providing opportunity 
scholarships, tax credits, or vouchers 
to help students attend private schools. 
Public charter school advocates then 
reached out to Allison, and the organi-
zation’s board and asked them to pro-
vide some leadership in charter school 
advocacy, Cobey said.

“It’s been a stellar organization,” 
Cobey said, praising Allison’s leader-
ship.

PEFNC’s Accelerator Program 
will target six areas for new charter 
schools for approval next year — four 
in rural areas, two in urban areas. The 
intention is to place two new charter 
schools in Pitt County, and one each in 
Warren County, Edgecombe County, 
southeast Raleigh, and Durham, Gra-
ham said.

“Southeast Raleigh has a lot of 
challenges,” Allison said. And the 
targeted charter school for Durham 
would be a KIPP school, which Allison 
said has a strong national brand.

Cobey said it’s important for par-
ents to have choices for their children’s 
education. “I had choices for my kids, 
and I used both the public and pri-
vate schools for my kids,” he said. “If 
I’m in a rural county, I [may not] have 
that choice.”                              CJ

Share your CJ
Finished reading all 

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

Thanks.

Program helps
potential

charter schools
prepare for

opening

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
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Town and CountyHP Mayor Refuses Council Call to Resign Guilford tax audits
Guilford County is changing 

how it handles audits of compa-
nies to make sure they are paying 
property taxes in full, reports the 
Greensboro News & Record.

Companies are required to 
pay property tax each year on 
business personal property such 
as computers, machines, and more 
mundane items including office 
furniture. The value of these items 
came to $3.9 billion of the county’s 
$45 billion tax base last year.

For many years the county 
didn’t check to see if companies 
were paying tax on all of their busi-
ness personal property items. That 
changed last year, when the coun-
ty hired Tax Management Associ-
ates to review county tax records, 
offering the firm a 40 percent com-
mission on all taxes collected from 
those reviews.

The General Assembly 
banned such commission-based 
tax collections this past session, in 
response to complaints that the es-
timates of business personal prop-
erty often were excessive.

In response, Guilford County 
will now pay Tax Management As-
sociates to perform 150 audits of 
local companies to make sure they 
are listing all their personal prop-
erty. The company will get up to 
$695 per audit.

Durham living wage 
Durham County has repealed 

its ordinance requiring companies 
working on county contracts to 
pay employees hourly wages that 
would be considered sufficient 
to “support a family.” The move 
comes after the General Assembly 
passed a law earlier this year pro-
hibiting local governments from 
enforcing any such “living wage” 
regulation, reports the Durham 
Herald-Sun.

The county adopted its living 
wage ordinance in 2004, requiring 
contractors to pay the living wage 
on county contracts and submit 
documentation to establish their 
compliance. The county’s most re-
cent living wage rate was $12.17 
per hour.

In practice, the living wage 
rate applied only to a small per-
centage of the work the county 
contracted, as state law generally 
requires localities to award con-
tracts to the lowest bidder. The 
county also exempted nonprofits 
from the requirement. 

In a related move, Dur-
ham County commissioners also 
voted to pay at least the living 
wage rate to all county workers, 
including part-time, seasonal 
workers and those in job-place-
ment programs.                     CJ

By Sam a. HieB
Contributor

HIGH POINT

By a 6-3 vote divided along ra-
cial lines, the High Point City 
Council approved a resolution 

requesting the resignation of Mayor 
Bernita Sims due to reported personal 
financial problems.

As it stands now, however, it ap-
pears the resolution will have little ef-
fect.

“It is not my intention to step 
down from this seat. It’s not going 
to happen,” Sims said during an im-
promptu public hearing following the 
council vote. “For those council mem-
bers who said they wanted this on the 
record, I hope the record shows there 
was a room full of people saying that’s 
not their desire.”

Indeed, that was the case. Every 
speaker from the floor — most of them 
African-Americans — stated their sup-
port for Sims, High Point’s first black 
mayor. Some chastised council mem-
bers who voted for the resolution.

“If you’re going to address May-
or Sims’ performance, then you have to 
address your performance, too,” said 
High Point resident Charity Belton. 

Voting for the resolution were 

council members Becky Smothers, 
Judy Mendenhall, Jason Ewing, Jay 
Wagner, Jim Davis, and Britt Moore.

Joining Sims in voting against 
the motion were council members Jeff 
Golden and Foster Douglas.

“I do not believe any 
public officials’ private 
lives are any business of 
their colleagues,” Douglas 
said. “To me, this resolu-
tion is not worth the paper 
it’s written on.” 

Douglas’ defense 
may have done little to 
sway his colleagues, con-
sidering his own finan-
cial issues with the city. 
The High Point Enterprise 
reported in August that 
Douglas owes High Point 
$31,000 as a result of a 
2003 judgment the city 
won against him in federal court after 
Douglas and his brother filed a lawsuit 
claiming civil rights violations.

Sims has a variety of personal 
financial issues. She recently paid the 
city more than $500 in past-due util-
ity bills, and her mayor’s salary is be-
ing garnished for unpaid state income 
taxes.

But the biggest concern is a State 
Bureau of Investigation probe into 
Sims’ handling of her deceased sis-
ter’s estate. The probe stems from al-
legations reported by the Enterprise in 
May that Sims wrote her other sister a 

worthless $7,000 check as 
part of the settlement of 
the estate. 

The surviving sister 
reported the worthless 
check to the High Point 
Police Department, which 
asked the SBI to step in.

Sims steadfastly has 
refused to comment on 
the investigation. That 
was the case after the res-
olution calling for her res-
ignation passed, despite 
repeated questions from 
members of the media.

“If I am convicted of 
a crime, then I should resign,” was her 
only comment.

That may be the only way Sims 
will leave office, at least until she faces 
re-election in 2014. It does not appear 
as though the council will take legal 
steps to remove her from office. 

“This was nothing but a public 
statement. Now we’re finished with 
it,” said Smothers, herself a former 
High Point mayor. “We have taken a 
stand. Now it’s her call.”

If this indeed is the “end of it,” 
as Smothers said, it will be the end of 
a very public debate played out in the 
media. The Enterprise published a letter 
from four council members — Smoth-
ers, Mendenhall, Ewing, and Davis — 
calling for Sims’ resignation. Sims fired 
back with her own letter, reaffirming 
her stance.

Sims is not the only Triad mayor 
with financial difficulties. Greensboro 
Mayor Robbie Perkins also faces myri-
ad personal and financial problems. 

Perkins declared bankruptcy in 
April, saying his property develop-
ment business took a hit during the 
financial downturn. His downtown 
high-rise condominium went into 
foreclosure, and he has made repeated 
Guilford County District Court appear-
ances after his ex-wife filed a contempt 
motion claiming he has not made sup-
port payments.

Like Sims, Perkins steadfastly has 
refused to resign and has run a strong 
re-election campaign heading into the 
Nov. 5 municipal election, in which he 
will square off against City Council 
member Nancy Vaughan. The election 
will take place after this edition goes to 
press.

Perkins’ problems recently re-
surfaced in a very personal way. 
The Greensboro News & Record re-
ported recently that Perkins’ ex-wife 
made a $100 campaign contribution 
— to his opponent.                    CJ

E.A. MORRIS
FELLOWSHIP FOR EMERGING LEADERS

The E.A. Morris Fellowship is seeking principled,
energetic applicants for the 2014 Fellowship class.

Applications available online or at the John Locke Foundation.
Application deadline is December 6, 2013

www.EAMorrisFellows.org
info@eamorrisfellows.org

200 W. Morgan St., Ste 200 Raleigh, NC 27601 1-866-553-4636

High Point Mayor 
Bernita Sims

Eligibility
        • Must be between the ages of 25 and 40, must be a 
resident of North Carolina and a U.S. citizen • Must be 
willing to complete a special project requiring leadership 
and innovative thinking on a local level • Must be willing to 
attend all program events associated with the fellowship • 
Must not be the spouse of a current or past Fellow.



PAGE 12 NOVEMBER 2013 | CAROLINA JOURNALloCal GovErNmENt

COMMENTARY

East Charlotte
Studio Plan a Flop

MICHAEL
LOWREY

Appeals Court Rejects CMS’
Speedway Incentives Attempt

Cherokee

Currituck

to

Movies long have been rec-
ognized as a realm of make 
believe. But even by Hol-

lywood standards, it’s asking a lot 
to buy into the story line of a major 
economic development scheme that 
the city of Charlotte is consider-
ing, which involves rejuvenating a 
flagging part of town by building a 
movie studio at the site of a failed 
mall. 

Four decades ago, Charlotte’s 
east side was full of upper middle 
class neighborhoods. Retail follows 
income, so it’s no surprise 
that in 1975 Eastland Mall, 
an upscale 1-million-
square-foot shopping 
center, opened in the 
area and became a com-
munity symbol. The mall 
prospered for many years. 
But as the demographics 
of the surrounding area be-
came more working-class 
and immigrant, Eastland 
entered a period of slow 
decline before finally clos-
ing in 2010.

As the decline of 
Eastland — and the east side of 
Charlotte — became obvious, the 
city grew concerned. Charlotte 
bought the closed mall from its 
various owners, claiming that the 
site would be easier to redevelop 
if a single entity controlled the 
entire property. And the preferred 
redevelopment option is something 
called Studio 
Charlotte, a 
proposed $250 
million movie 
studio complex 
that eventually 
would include 
retail and office 
space, a ho-
tel, and a film 
school.

Renting 
soundstages is not projected to be 
Studio Charlotte’s biggest source of 
income, though. No, The Charlotte 
Observer reports, in its proposal to 
the city, Studio Charlotte plans to 
clear $5.4 million in the first year 
by conducting tours of the facility. 
The goal is to attract at least 350,000 
people to take a $30, two-hour 
tour. The proposal also shows tour 
income increasing over time, to an 
estimated $8.4 million in the stu-
dio’s fifth year of operation. 

Studio Charlotte estimates  
revenue from soundstage rental to 
remain flat at about $4.3 million a 
year during the venture’s first five 
years in business.

By contrast, the NASCAR 
Hall of Fame in Charlotte attracted 
270,000 visitors in its first year of 
operation, and attendance has fallen 
over time. An adult ticket to the hall 
of fame costs $19.95.

Movies often ask us to sus-
pend disbelief, to accept as plau-
sible that which clearly can’t exist 
in the real world. Even applying 
that standard, though, there are too 
many plot holes to take this pro-
duction seriously. Expecting 1,000 
people a day to plop down $30 

each for a tour of a re-
cently opened studio just 
doesn’t pass the giggle 
test. Even if by some 
bizarre quirk all those 
people consistently came, 
the resulting tour-guide 
and wait-staff jobs would 
do little to raise the aver-
age income level of the 
surrounding neighbor-
hoods.

Basing a redevelop-
ment strategy around a 
movie studio is question-
able at best. It’s hard to 

bring stability to an area based on 
an industry as fickle as the movies 
and television, for which many pro-
ductions are one-time deals. When 
combined with state incentives, this 
project amounts to renting jobs.

Nor would this studio revi-
talize the area. The east side’s real 
issue is its outdated housing stock. 
Eastland ultimately closed because 

the surround-
ing neighbor-
hoods, which 
sprang up 30 
to 60 years 
ago, no longer 
contain the 
sorts of housing 
that growing 
middle-class 
families seek 

these days. As average new home 
sizes have climbed over time, the 
area around Eastland has become 
a haven for starter homes. And no 
special-effects technician, no matter 
how skilled, can transform many 
square miles of small, old houses 
into large, new ones.

Charlotte’s leaders seem in-
clined to believe that the studio con-
cept is the economic development 
equivalent of a summer blockbuster. 
More likely, though, if pursued, it 
will amount to something worthy of 
a Razzy.                                              CJ

Michael Lowrey is an associate 
editor of Carolina Journal.

Studio complex
not a certified

summer
blockbuster

By miCHael loWrey
Associate Editor

RALEIGH

The N.C. Court of Appeals has 
rejected an attempt by Charlotte 
Motor Speedway to collect tens 

of millions of dollars in incentives from 
Cabarrus County. The court found that 
a valid contract never existed between 
the county and the track.

Despite the speedway’s name, 
the facility is actually located in Con-
cord, in Cabarrus County. In August 
2007, Bruton 
Smith, Charlotte 
Motor Speed-
way’s CEO, an-
nounced plans 
to build a drag 
strip beside the 
existing speed-
way. Two months 
later, Concord 
amended its zon-
ing ordinance, 
preventing construction of the drag 
strip. Smith then threatened to aban-
don CMS in its entirety and replace 
it with a new racetrack in the greater 
Charlotte region. To keep this from 
happening, Smith demanded that the 
zoning restrictions prohibiting con-
struction of the drag strip be dropped 
and that Concord and Cabarrus Coun-
ty provide the speedway with a signifi-
cant amount of incentive money.

In November 2007, the city and 
county offered $80 million, and Smith 
accepted in incentives. After work on 
the drag strip was completed in August 
2008, the governments notified Smith 
that the incentives would be paid over 
a lengthy period of time, perhaps as 
much as 40 years. The speedway then 
sued the city and county.

The appeals court found there 
was no binding contract between the 
county and the speedway, as too many 
key details — including the time peri-
od incentives would be paid and what 
the speedway had to do — remained 
unresolved. Because those issues were 
not spelled out in a contract, the Court 
of Appeals agreed with a District Court 
decision to void the incentives.

Cabarrus incentives 
The Charlotte Observer reports that 

the decision by the Cabarrus County 
commission to reject a proposal to 
grant incentives to an automotive test-
ing firm has resulted in a backlash by 
some community business leaders. 
They fear that the move would signal 
to companies that the county is “closed 
for business.”

In August, three of five county 
commissioners voted against $105,000 
in incentives for Windshear, which was 
planning a $5 million expansion in the 

county. The company claims that the 
expansion would create seven high-
paid new jobs and that the county ulti-
mately would take in more additional 
tax revenue than it would pay out in 
incentives.

“I do not believe it’s fair for a 
governing body … to get to pick and 
choose which companies get these tax 
incentives,” said board vice chairman 
Chris Measmer.

In response, local business lead-
ers have set up a political action com-

mittee called 
Cabarrus Jobs 
Now to back 
candidates who 
want to offer 
more incentives. 
The group hopes 
to raise $150,000 
to spend against 
the commission-
ers who voted 
against incen-

tives.
“Our competition is going to go 

after the business, and they’re doing 
it aggressively,” said Doug Stafford, a 
hotel company owner and one of the 
founders of Cabarrus Jobs Now.

“If we don’t have that [incen-
tives] weapon in our arsenal, there’s 
no way we’re going to win.”

Mecklenburg recycling
Mecklenburg County may adopt 

an ordinance prohibiting people from 
placing recyclables in their regular gar-
bage. But it could be several months 
before the regulation is adopted, re-
ports The Charlotte Observer.

Under the plan, residents would 
be fined if items like plastic bottles, 
newspapers, cans and glass bottles 
are found repeatedly in their regular 
trash. The proposal also would require 
the approval of the city of Charlotte 
and Mecklenburg County’s six smaller 
towns.

The county has held four pub-
lic hearings on the proposal to date, 
which generated little public interest.

“The state already bans these 
items from being disposed in landfills, 
and yet the trucks bring them in every 
day,” said county Solid Waste Manage-
ment Director Bruce Gledhill. 

“So we’re telling the community 
that we’re considering an ordinance 
that would simply ban placing recycla-
ble items into garbage roll outs,” Glen-
hill said. “We have a system already to 
put them in green carts and take those 
carts to the curb. For items like acid 
batteries and motor vehicle filters, we 
have full recycling centers.”

Gledhill noted that increas-
ing recycling is the key to reduc-
ing the amount of trash that goes 
into landfills.                            CJ
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High Court Limits Deceptive Business Practices Claims

Subscribe to JLF’s Research Department Newsletters

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

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

Director of Research and 
Education Studies Terry 
Stoops’ weekly newslet-
ter, Education Update, 
focuses on the latest local, 
state, national, and inter-
national trends in pre-K-12 
education politics, policy, 
and practice.

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

Director of Fiscal Policy 
Studies Sarah Curry’s 
weekly newsletter, Fis-
cal Update, discusses 
issues concerning North 
Carolina government’s 
revenues, budgets, 
taxes, and fiscal pro-
jections.

Health Policy Analyst 
Katherine Restrepo’s 
weekly newslet ter, 
Health Care Update, 
focuses on state and na-
tional issues concerning 
health and human ser-
vices, health care policy, 
and reform towards a 
consumer-driven health 
care market.

By miCHael loWrey
Associate Edior

RALEIGH

In an August ruling, by a 5-2 vote 
the state’s highest court made it 
more difficult for consumers to 

prove claims that they had been vic-
timized by companies using unfair or 
improper business practices. The rul-
ing stated that plaintiffs must show 
that they relied on false statements 
when they decided to complete a com-
mercial transaction.

One of the two dissenting justices 
said a “buyer beware” admonition 
does not protect consumers sufficient-
ly, and that the majority would allow 
businesses to charge excessive fees that 
have nothing to do with the “fair cost” 
of the goods or services provided. 

In 1999, Travis Bumpers and Troy 
Elliott each obtained second mort-
gage loans from Community Bank of 
Northern Virginia. Both responded to 
advertisements they received in the 
mail. Bumpers borrowed $28,450.00 
at an interest rate of 16.99 percent and 
paid $4,827.88 in fees. Elliott borrowed 
$35,000 at an interest rate of 12.99 per-
cent. He paid $5,650 in fees.

In 2001, Bumpers and Elliott filed 
a lawsuit jointly against Community 
Bank, alleging that it had engaged in 
unfair and deceptive practices. Specifi-
cally, they claimed that they paid fees 
to obtain discounted mortgages, but 
did not receive discounted rates. They 
also alleged that the fees they paid 
were unnecessary and unreasonable. 

The case wended its way through 
North Carolina and federal courts for 
years before coming to trial. Finally, in 
2008, a Superior Court judge ruled in 
favor of Bumpers and Elliott. The Court 

of Appeals sided with the consumers 
on the question of the discounted rates 
but did not agree that the title fees they 
paid were excessive.

All about reliance
When the appeal reached the 

N.C. Supreme Court, however, five 
of the court’s seven justices held that 
the lower courts 
were largely in 
error. Before the 
high court, Com-
munity Bank ar-
gued that Bum-
pers’ and Elliott’s 
claim about loan 
discount fees was 
irrelevant, since 
the plaintiffs had 
agreed to take the 
second mortgages 
based on the over-
all package of in-
terest rate and fees, 
rather than merely 
the purported rate 
discount.

“We agree 
with Community 
Bank that a claim 
… stemming from 
an alleged misrep-
resentation does 
indeed require a 
plaintiff to demon-
strate reliance on 
the misrepresen-
tation in order to 
show the necessary proximate cause,” 
wrote Justice Paul Newby for the court.

As Newby defined it, showing 
“reliance” required the plaintiffs to 
prove that the bank intentionally mis-

represented the cost of the mortgages, 
and “if it were not for the misrepresen-
tation, the plaintiff would likely have 
avoided the injury altogether,” Newby 
wrote.

He also noted that reliance must 
be “reasonable”: “Reliance is not rea-
sonable where the plaintiff could have 
discovered the truth of the matter 

through reason-
able diligence, but 
failed to investi-
gate.”

Because the 
Court of Appeals 
did not consider 
whether Bumpers 
and Elliott had 
made their deci-
sion to accept the 
mortgages based 
on the bank’s al-
leged misrep-
resentation, the 
Supreme Court 
returned the case 
to the lower court 
for further consid-
eration.

The Supreme 
Court also flatly 
rejected Bumpers’ 
and Elliott’s claim 
that they were 
charged excessive 
closing-cost fees.

“In most cas-
es, there is nothing 
unfair or decep-

tive about freely entering a transaction 
on the open market,” wrote Newby, 
noting that Bumpers and Elliott could 
have opted to use a different, cheaper 
settlement agent than the one recom-

mended by Community Bank.

Two dissents
Justices Robin Hudson and Cheri 

Beasley dissented from the majority for 
different reasons. 

Hudson said the actual fees could 
“constitute an unfair or deceptive 
trade practice,” and that the “plaintiffs’ 
claims for excessive pricing should be 
allowed to proceed.”

Beasley’s dissent, meanwhile, 
broadly rejected the majority’s ap-
proach in analyzing the case. “The 
Court of Appeals correctly concluded 
that plaintiffs‘ unfair and deceptive 
practice claim was based on overcharg-
ing and that plaintiffs need not prove 
actual reliance,” she wrote.

Beasley also warned that the Su-
preme Court’s logic of requiring re-
liance “opens the door to an array of 
new fees intended to pad a company‘s 
bottom line rather than to reflect the 
fair cost of a good or service provided 
to the consumer.” She offered up a hy-
pothetical example of a bank charging 
a “paper statement fee” to a customer 
who gets his statements electronically.

“As long as the customer had 
some other reason that he might have 
chosen to do business with the bank, 
such as being an existing account hold-
er, he can never show that, but for the 
misrepresentation, he would not have 
conducted business with the bank,” 
she contended.

The case is Bumpers v. Community 
Bank of Northern Virginia, (269PA09-2).   CJ

Michael Lowrey is an associate edi-
tor of Carolina Journal.

The North Carolina Courts

The case 
centered on

customers who
were charged for

discounted
mortgage rates

but never
received them
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Libel Suit Against Attorney General Roy Cooper Coming to Trial
taxpayers. The judge said it shocks 
the conscience. Dan Boyce’s law firm 
wanted more than a police officer’s sal-
ary for each hour’s work. Dan Boyce 
— wrong for Attorney General.”

The ad contained statements 
that were not true. When the adver-
tisement was running, Dan Boyce, his 
father Gene, Philip Isley, and Laura Is-
ley were partners at the Boyce & Isley 
law firm in Raleigh. Dan Boyce did not 
work on the Smith case, the lawsuit the 
ad referenced. The Boyce & Isley law 
firm had not been created. Gene Boyce 
and attorneys from the Womble Car-
lyle Sandridge & Rice law firm filed 
the Smith lawsuit.

Gene Boyce was not the candi-
date, and he did not charge $28,000 an 
hour to the taxpayers in the Smith case. 
Legal fees in class-action lawsuits are 
set by the judge, and the final payment 
to the attorneys was much lower than 
the amount alleged in the ad.

Ads continued
Cooper continued running ads 

making those statements after Boyce 
& Isley formally requested that they 
be pulled and retracted, Boyce’s law-
suit says. On the second day the ad 
ran, Boyce & Isley notified the Cooper 
Committee in writing about the state-
ments in the ad and requested that 
he retract them immediately. Cooper 
ignored the request and continued to 
run the ads. Gene Boyce said that Coo-
per’s ad ran at least three times a day 
for seven days on more than 20 televi-
sion stations.

The four attorneys filed their 
lawsuit the day before the election, 
naming Cooper, the Cooper (political) 
Committee, and campaign aide Julia 
White as defendants. In three court fil-
ings in 2003 and 2008, Cooper stated, 
“The political advertisement is true.”  
Neither Cooper nor his attorney, Jim 
Phillips, responded to requests for 
comment from Carolina Journal.

Gene Boyce has assumed the 
lead role in the lawsuit against Coo-
per. “That ad was false and the Cooper 
team knew it,” Boyce told CJ. “They 
implied we were crooks. I want my 
name cleared. I did not cheat my cli-
ents. The public record has shown the 
statements in the ad to be libelous. My 
main purpose in pursuing this is to get 
a decision that the ad is false. I want 
the record to be clear.”

Boyce said that he believes the 
Cooper team has no further issues to 
appeal. N.C. Supreme Court Chief 
Justice Sarah Parker has designated 
Superior Court Judge Osmond Smith 
of Yanceyville to preside. Boyce has 
asked for a jury trial to begin Dec. 2 in 
Wake County.

Six days before the 2000 election, 
Dan Boyce filed a complaint about the 
ad with the State Board of Elections, 

since the dispute involved a state elec-
tion law.

Dan Boyce’s complaint alleged 
that the ad violated section 163-274(8) 
of the North Carolina General Statutes, 
which states that it is unlawful “For 
any person to publish or cause to be 
circulated derogatory reports with ref-
erence to any candidate in any primary 
or election, knowing such report to be 
false or in reckless disregard of its truth 
or falsity, when such report is calculat-
ed or intended to affect the chances of 
such candidate for nomination or elec-
tion.”

Elections Board dismissal
The Elections Board dismissed 

the complaint in December 2000. Gene 
Boyce told CJ he later discovered that 
board chairman Larry Leake, a Demo-
crat, failed to reveal that he had donat-
ed $4,000 to the Cooper political com-
mittee for that election cycle, including 
$1,200 on Oct. 21, 2000 — days before 
the ads ran. Leake also sponsored and 
paid for a fundraising event for Coo-
per, and did not recuse himself from 
the board’s review of the complaint.

Gene Boyce asked the other four 
elections board members if Leake had 
disclosed his financial support for 
Cooper. Each said Leake had not.

The Boyce lawsuit claims that 

Cooper deliberately made false state-
ments in the ad that were defama-
tory in that they tended to “disparage 
Boyce & Isley, PLLC and its member 
attorneys’ professional reputation and 
honesty in billing clients, and states 
that they engage in unethical conduct.”

Through depositions and docu-
ment requests, the Boyce team obtained 
records from Cooper’s 2000 campaign 
organization. Some of those items were 
included in the various court filings 
and became part of the public record.

Cooper’s handwriting
Among those documents was a 

typed script of the ad in question. In 
handwriting, someone had modified 
parts of the script, including the addi-
tion of the “$28,000 per hour” phrase. 
Gene Boyce said depositions revealed 
that the handwriting is Cooper’s.

A Wake County judge dismissed 
the initial complaint in April 2001 for 
“failure to state a claim upon which 
relief can be granted.” Gene Boyce did 
not give up. 

In September 2002, the North 
Carolina Court of Appeals issued a 
ruling on Boyce’s appeal of the initial 
hearing. The court concluded that the 
“plaintiff’s complaint presented a suf-
ficient claim upon which relief could 
be granted for defamation and unfair 

and deceptive trade practices,” and 
“that the trial court erred in dismissing 
plaintiffs’ complaint.” 

The case has been before state and 
federal appellate courts on eight occa-
sions. In May 2012, the U.S. Supreme 
Court — for a second time — denied 
Cooper’s request to review the matter 
and end the case in his favor. Each ap-
pellate court decision has moved the 
plaintiffs toward their goal of a jury 
trial.

Gene Boyce has been practicing 
law since 1956. He served as assistant 
chief counsel to the Senate Watergate 
Committee, working with U.S. Sen. 
Sam Ervin, D-N.C., on the investiga-
tion of President Nixon’s 1972 presi-
dential campaign. 

The Smith case 
Cooper’s ad referenced the settle-

ment in a class-action lawsuit known 
as the Smith case, and Gene Boyce — 
working in conjunction with attorneys 
from Womble Carlyle Sandridge & 
Rice — represented plaintiffs in that 
case. The Smith lawsuit challenged 
a North Carolina tax law that taxed 
shares of stock held in North Carolina 
companies at a lower rate than shares 
of stock in out-of-state companies. 

The Smith case depended on the 
outcome of a related case called Fulton. 
In February 1996, the U.S. Supreme 
Court ruled in Fulton that North Caro-
lina’s disparity in tax rates was uncon-
stitutional, and it ordered the N.C. Su-
preme Court to devise a remedy that 
may include a refund.

The Fulton decision led the way 
for Gene Boyce and the other attorneys 
to prevail in the Smith case. The North 
Carolina Department of Revenue was 
ordered to issue refunds totaling $120 
million in principal plus $26 million in 
interest to 172,000 taxpayers. In June 
1997, the attorneys requested a fee of 
16 percent of the total settlement that 
would have amounted to $23.3 million. 
A percentage fee is often customary in 
class-action cases.

In justification of the fee the attor-
neys noted that they were “willing to 
take the risk and obligate themselves 
to take the time, incur the expense, and 
assume the responsibility and personal 
exposure of multiple and complex liti-
gation against the State of North Caro-
lina.” 

In reaction to the fee request, trial 
court Judge Howard Manning said in 
court that, “Class Counsel’s request for 
$23.3 million is so excessive and unrea-
sonable that it shocks the conscience of 
the court.” Manning calculated that fee 
would have amounted to $28,000 per 
hour and stated such in his order on 
the fee.

Manning ultimately devised a 
fee structure that awarded the attor-
neys $1.8 million. Dan Boyce was not 
one of those attorneys.                     CJ

Continued from Page 1

This typed ad script shows suggested changes that depositions revealed were in 
the handwriting of Attorney General Roy Cooper. 



PAGE 15NOVEMBER 2013 | CAROLINA JOURNAL From PaGE 1

Disciplinary Panel Suspends Belk’s Law License For Three Years
On Aug. 23 the same panel ruled 

Belk, 64, violated the Rules of Profes-
sional Conduct for attorneys because 
he was untruthful when interviewed 
four years ago about his outside activi-
ties while he was a District Court judge 
in Mecklenburg County. 

It was the third time in four years 
that Belk has received discipline from 
a state agency monitoring members of 
the legal profession, even though none 
of the complaints involved actions he 
took as a judge or an attorney. 

 Belk’s troubles stemmed from a 
complaint by the North Carolina State 
Bar, the state agency that regulates at-
torneys. At the hearing, Belk and State 
Bar attorney Margaret Cloutier called 
witnesses who informed the panel of 
the factors it should consider before is-
suing any formal punishment. Cloutier 
called two attorneys who said it was 
important to maintain integrity within 
the legal profession. Belk’s witnesses 
testified that he was an honest man, 
had done a lot for his community, and 
played a key role in several charitable 
causes and organizations.

In 2010, Belk received a lifetime 
ban from serving as a judge by the 
N.C. Supreme Court as a result of a 
complaint by the Judicial Standards 
Commission, the state agency that 
considers allegations of misconduct 
against judges.

The issue central to the bar com-
plaint (and his lifetime ban from the 
judiciary) is his continued service on 
the board of directors of Sonic Auto-
motive Inc. while he was a judge. The 
bar complaint alleged that Belk was 
being untruthful and misleading when 
he answered questions about health 

insurance coverage during a February 
2009 interview with a Judicial Stan-
dards Commission investigator. 

Belk told CJ he has been singled 
out unfairly and that the disciplin-
ary systems for judges and lawyers in 
North Carolina need to be reformed. 
He blames his troubles on a broken 
system and specifically on Paul Ross, 
executive director of the state’s Judicial 
Standards Commission, who initiated 
the initial complaint against Belk in 
2009.   

In August 2012, the state bar’s 
Grievance Committee issued a repri-
mand to Belk based on an August 2010 
judgment resulting from a civil action 
filed by his former wife. A Superior 
Court judge ruled that Belk had mis-
managed some of the funds in a cus-
todial account that he set up for their 
daughter.    

Sonic is one of the nation’s larg-
est auto retailers, and Belk had been on 
the board since 1998. The N.C. Code of 
Judicial Conduct contains a provision 

that states a judge “should not serve as 
an officer, director, or manager of any 
business.” Belk maintains that the pro-
vision does not prevent judges from 
having such corporate ties; otherwise, 
the language would be “shall,” rather 
than “should.” He also noted that 
South Carolina allows judges to serve 
on boards so long as that participation 
does not conflict with the judge’s judi-
cial duties or create the appearance of 
a conflict.

The State Bar complaint alleges 
that in December 2008, Belk told Ross 
that Sonic was a source of Belk’s health 
insurance and he wanted to remain on 
the Sonic board because he had medi-
cal issues. The complaint also alleges 
he told the same information to a com-
mission investigator during an inter-
view in February 2009.

“Defendant engaged in conduct 
involving dishonesty, fraud, deceit, or 
misrepresentation in violation of Rule 
8.4(c) and engaged in conduct preju-
dicial to the administration of justice 

in violation of Rule 8.4(d),” stated the 
complaint.

Belk told CJ he did not lie to Ross 
or the investigator. In responses to com-
mission and bar complaints, he said he 
wanted to remain on the board because 
he would be likely to get health insur-
ance from Sonic if he served no more 
than one four-year term on the court. 
“While [I was] a judge I was receiving 
health insurance from the state, and 
they should have known that,” he said.

The Disciplinary Hearing Com-
mission is an independent tribunal that 
considers all contested disciplinary 
cases against attorneys. The commis-
sion is composed of lawyers appointed 
by the state bar and nonlawyers ap-
pointed by the governor and the Gen-
eral Assembly. Each hearing panel has 
two lawyers and one nonlawyer.

The Charlotte Observer reported 
that Sonic, founded by NASCAR pro-
moter Bruton Smith, did not offer 
medical insurance to board members, 
but Belk told CJ he believed there was 
a possibility he could pursue health 
insurance through Sonic if he had no 
other health coverage. He had made a 
similar arrangement when he served 
on the board of directors of Monroe 
Hardware. Besides, Belk said, the State 
Bar was more interested in forcing him 
to resign from the Sonic board rather 
than settling any uncertainty over 
what he had said about any medical 
benefits associated with Sonic.

Belk’s panel comprised Fay-
etteville attorney Renny Deese, 
New Bern attorney Joshua Willey 
Jr., and Karen Ray, a former legisla-
tor from Mooresville appointed to 
the commission by House Speaker 
Thom Tillis, R-Mecklenburg.         CJ

Continued from Page 1

State’s ‘Medical Consumerism’ Easing Risks to Taxpayers
plan, taxpayers would be responsible 
only for the money that is provided up 
front to employees.

“I haven’t heard a commitment 
to [defined contribution], but I know 
it’s an option to be considered,” said 
Sen. Jeff Tarte, R-Mecklenburg, who 
is vice chairman of the Senate Health 
Care Committee.

Carol Durrell, director of product 
development for the State Health Plan, 
gave a report in March 2012 to the 
plan’s board of trustees that included 
a presentation on defined-contribution 
Medicare exchanges as a plan option.

“To the best of my recall, there 
were no further discussions of the 
topic,” said David Rubin, professor 
emeritus at UNC-Chapel Hill’s Kenan-
Flagler Business School, and a member 
of the State Health Plan’s board.  

“Instead, the decision was made 
to pursue Medicare Advantage plans 

for Medicare-primary retirees,” Rubin 
said. “I don’t recall any discussion of 
defined-contribution plans for active 
employees.”

Nor have legislators chosen to 
study the matter. The State Health Plan 
was not among the issues approved 
Oct. 29 for joint legislative review com-
mittees to examine.

But the state is offering a new 
Consumer Driven Health Plan. That 
policy includes a high deductible, no 
regular premium, and an annual state 
allocation to a Health Reserve Account 
that ranges from $500 for an employee 
to $1,500 for an employee and family. 

The HRA is used toward meeting 
deductible expenses and carries over 
year to year. Unlike Health Savings 
Accounts, unused HRA contributions 
stay with the state if a plan member 
leaves.

“In general, states have gradually 
offered more consumer-driven options 

such as high-deductible health plans 
plus a health savings account, but 
usually as an option, not a mandatory 
choice,” said Richard Cauchi, health 
policy expert at the National Confer-
ence of State Legislatures.  

“We do not have an exact count 
of defined-contribution required par-
ticipation” among the states, Cauchi 
said. 

But the survey does show that 
consumer-directed health plans, high-
deductible plans, and Health Savings 
Accounts are the lowest-cost offerings 
in states such as Arizona, Indiana, Lou-
isiana, Nebraska, Nevada, and Wash-
ington.

Money invested in HSAs and 
spending from HSAs on qualified med-
ical expenses are exempt from federal 
income taxes, said Chris Condeluci, an 
employee benefits and tax policy attor-
ney with Venable LLP in Washington, 
D.C. The employee owns the accounts, 
which are designed to encourage sav-

ing for future medical needs to drive 
down health costs.

“I think it’s consistent with where 
everybody in the health care indus-
try is going. Many of them are seeing 
some data from the early adopters of 
consumer-driven health, and some of 
the data is actually showing positive 
results,” Condeluci said.

Chuck Stone, lobbyist for the 
State Employees Association of North 
Carolina, opposes consumer-driven 
reform and, at a recent SEANC meet-
ing at East Carolina University’s Brody 
School of Medicine, condemned it as 
“State Health Plan snake oil.”

“The State Health Plan said, 
‘For every 4 percent of suckers [State 
Health Plan members] we can get to 
enroll in this consumer-driven health 
plan, we’re going to save $40 million.’ 
… Folks, that’s what this is about. It’s 
about costs shifting to you and I so the 
state can walk away from its obliga-
tion,” Stone said.                         CJ

Continued from Page 1

Former Mecklenburg County Judge Bill Belk testifies Oct. 21 to (from left) Fayette-
ville attorney Renny Deese and New Bern attorney Joshua Willey Jr. (CJ photo by 
Don Carrington)
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By CJ Staff
RALEIGH 

As Americans continue to strug-
gle with a sluggish economy, 
policymakers could learn use-

ful lessons from a president who served 
in office more than 80 years ago. That’s 
the view of Amity Shlaes, director of 
the Four Percent Growth Project at the 
George W. Bush Center, nationally syn-
dicated columnist, and author of three 
New York Times best-sellers, including a 
biography of the 30th American presi-
dent, Calvin Coolidge. 

Shlaes outlined Coolidge’s suc-
cessful record for a recent John Locke 
Foundation Headliner event. She also 
discussed Coolidge during an inter-
view with Mitch Kokai for Carolina 
Journal Radio. (Head to http://www.
carolinajournal.com/cjradio/ to find a 
station near you or to learn about the 
weekly CJ Radio podcast.) 

Kokai: Calvin Coolidge. Why 
devote an entire book to this president 
who a lot of people don’t even remem-
ber?

Shlaes: Well, today we wonder 
— we’re a little worried about the debt 
today, right? And today we wonder if 
a president could ever cut debt really, 
could cut the budget really — espe-
cially in peacetime. That seems incom-
patible with our politicians. It’s almost 
inconceivable. 

And here was a U.S. president 
who cut the budget during peacetime 
and prosperity. The astounding fact, 
Mitch, about Coolidge was he came 
into office in 1923.  He left in March ’29, 
and when he left the White House, the 
federal budget was lower than when 
he came in. Actually lower, not just 
mess[ing] around with inflation — re-
ally, truly lower. Even as the economy 
expanded throughout the period, even 
as the population expanded, he man-
aged to shrink the government. So 
how did he do that? That’s the subject 
of this book.  

Kokai: I imagine some people 
will hear that and say, “Oh, but those 
were different times. It was so long 
ago. It must have been easy to cut the 
federal government back then.” Your 
book details that even in the 1920s, it 
was hard to make these cuts. These 
weren’t simple, easy decisions.  

Shlaes: Well, yes. We always 
ask, “What direction is the country 
going in?” And if you ask President 
Obama what direction he was going in, 
it wouldn’t be that much different, on 
paper, than where a Republican might 
be going. In that period, they had the 
Progressive Party. It wasn’t shy about 
expansion of government. It wanted 
to nationalize the two most important 
industries at that time: the railroad and 
electric power. It wanted to nationalize 
the industries of the future. The Inter-
net equivalent was utilities. It didn’t 

mind the idea of a bunch of reforms 
at the federal level, some of which we 
wouldn’t agree with, such as full na-
tional health like England. And this 
was the coming party. If you [asked], 
“What is the future of the U.S.?” you’d 
say, “It was the Progressive Party.”

And, indeed, in 1924, in the elec-
tion in which Coolidge, as president, 
did compete, the Progressives got 17 
percent. So they were saying the Re-
publican Party is dying, the Progres-
sives are going to take over, and Amer-
ica is going to shift left. 

So imagine as executive you’re 
competing with that. And instead of 
saying, “Yeah, I’ll do a little national 
health. Yeah, I’ll do a little for the vet-
erans.” (The great entitlement group 
at that time was the veterans, the ones 
seeking entitlements. One-third were 
disabled from World War I. They were 
angry, and they had no pension.) In-
stead of saying, “Yeah, I’ll concede 
there,” Coolidge just said, “No.” So to 
sketch it as a job without challenges 
or without pressure from the left is to 
misrepresent history.

Kokai: The Progressives were 
a separate party eventually, but there 
were a lot of Progressives within the 
Republican Party, and Calvin Coolidge, 
we learn from your book, really had to 
come to grips with what he thought 
about that element of his own party 
and whether he would stand with Pro-
gressive Republicans or with another 
group that was more for limited gov-
ernment. How did he end up coming 
to the stance that he did?

Shlaes: One of the interesting 
things about the period is the Repub-
lican Party thinks it’s in crisis today; 
it was really in crisis then. There were 
many new immigrants. They weren’t 
necessarily going to vote for Republi-
cans. They were in traditional Repub-
lican territory. The Progressive move-
ment was growing. 

Coolidge was a professional poli-

tician. He spent his entire career in 
politics in a very interesting way, mov-
ing up the ladder from little mayor of 
Northampton or even the city solici-
tor, all the way to governor of Massa-
chusetts and then to Washington, vice 
president, president. He had to figure 
out where he fit in this. And as a young 
man, a young Republican coming out 
of college in 1895, who is the star of his 
party in the first 10 years of his adult-
hood? Theodore Roosevelt, the great 
Progressive.  

And there’s an amusing section 
in the book. Coolidge’s honeymoon, he 
goes to Canada. And even in the Cana-
dian papers, Theodore Roosevelt is it. 
Coolidge as a young man believed in 
Progressivism and passed Progressive 
laws, endorsed them, sponsored them 
as a lawmaker in the state of Massa-
chusetts and Boston. He even had an 
antitrust law he wanted for theaters. 
So these Progressive concepts — help 
for workers, minimum wage, things 
like that — Coolidge, if you go look at 
the roster of the things he endorsed as 
a state politician, it’s there. He was a 
Progressive.  

But two things happened. Gradu-
ally, he began to see that maybe Pro-
gressive ideas weren’t good for the 
economy. And especially with the pan-
ic in 1907, the Progressives wanted this 
and that with the railroad, basically 
to rip it apart, and then they wanted 
the railroad to rescue the economy af-
ter they had trashed the railroads and 
caused the crash. 

And Coolidge saw the hypocrisy 
in this. There was a lack of functional-
ity. And he began to say, “Well, maybe 
I’m not so progressive.” And he was 
horrified at the disloyalty of Theodore 
Roosevelt, who ran off and founded his 
own party, the Bull Moose Party, and 
therefore gave the opposition power. 
Woodrow Wilson wouldn’t have won 
if the Republicans hadn’t split.  

So a third factor, though, is feder-
alism. Coolidge believed in states. He 
was a state Progressive. But the idea 

that Washington, which he called the 
national government, should promul-
gate Progressive policy, well, he wasn’t 
so sure about that. So it’s both a shift 
in temperament — through experience 
and philosophy, as a man ages and 
comes to maturity — and also a shift in 
level of government.  

If Coolidge had always stayed 
Massachusetts’ governor, we could do 
a hypothetical and say he might have 
been for some Progressive laws for 
Massachusetts, even as an old man. 
But he didn’t. He went to Washington, 
to where he thought neither Progres-
sive laws were a good idea nor, certain-
ly, was it suitable for Washington to be 
promulgating them upon the states 
from Washington.  

Kokai: What should today’s poli-
ticians learn from Calvin Coolidge?

Shlaes: We think today that if a 
candidate is for cutting government, 
he’s going to lose. We also think, by the 
way, that cutting government doesn’t 
work. “Austerity,” the dreaded red 
letter A, right? No politician can be 
for it, whatever party. What Coolidge 
showed is that you could be for aus-
terity and have a good result with the 
economy. They had 4 percent growth, 
like the name of my project at the Bush 
Center. Something to which we today 
can only aspire: 4 percent growth. They 
had very low unemployment with a 
policy of austerity.  

And the second thing is that 
austerity can win. People wondered 
whether Coolidge, when he did run 
for president in 1924 — he had come 
[into office in 1923] after the death of 
a president — would he win? Would 
he make it? And the outstanding fact 
of the ’24 election is that Coolidge, 
as a Republican, even with a third 
party taking 17 percent, prevailed. 
He had an absolute majority, not 
just a plurality, beating Democrats 
and Progressives combined.            CJ

Shlaes: Coolidge Showed a President Really Can Cut Spending
“What Coolidge showed is that you 
could be for austerity and have a good 
result with the economy. They had 4 
percent growth, like the name of my 
project at the Bush Center. Some-
thing to which we today can only as-
pire: 4 percent growth. They had very 
low unemployment with a policy of 
austerity.”

Amity Shlaes
Director

Four Percent Growth Project
George W. Bush Center
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COMMENTARYUNC-CH Athletics Panel
Urges Academic Rigor A Lesson From China

For Higher Education
Shortly before he died this 

year at the age of 102, Ronald 
Coase and a colleague, Ning 

Wang, published a book about 
capitalism in China. It offers a 
striking lesson for higher education 
reform.

First, a little background 
about Ronald Coase. He won a 
Nobel Prize in economics primar-
ily for just two articles, written 
23 years apart. Those two articles 
transformed economists’ under-
standing of why firms exist and 
how property rights underlie the 
workings of an economy. 
He didn’t waste time 
with small matters.

This book on China 
isn’t a small matter, 
either. How China Became 
Capitalist concludes that 
China is, indeed, a capi-
talist country (not a “state 
capitalist” or “socialist 
market” country). More 
important, he and Wang 
argue that the Chinese 
economic miracle did 
not come about through 
the action of the state. In 
part, it came about through inac-
tion. 

After Mao Zedong died 
in 1976, with the country still in 
chaos from the Cultural Revolu-
tion, some very basic, broad-based 
reforms were made. For example, 
enterprises (all state-owned at first, 
but not later) were allowed to pay 
workers differentially (although 
workers couldn’t move easily from 
one enterprise to another). Trade 
in basic commodities was restored 
(although most prices were still set 
centrally). 

When Deng Xiao Ping took 
over, he recognized that state-
owned enterprises, the major 
source of goods and services, were 
abysmally unproductive. He tried 
to change the incentives of the 
enterprise managers.

But the greater autonomy 
given to state-owned enterprises 
didn’t have much effect and ulti-
mately most of those enterprises 
were privatized or just closed.

Farming families and vil-
lage factories were the ones that 
broke loose and fueled the engine 
of growth for the next 30 years. 
Thanks to the modest but general 
reforms, they grew in the face of 
the national government’s outright 
hostility — and in the case of pri-
vate farming, even prohibition. 

Now, what is the implication 
for higher education? We all know 

that reform is needed. Students are 
graduating without the intellectual 
foundation for jobs that require a 
college degree — if they graduate 
at all. Astute analysts recommend 
big changes like revamping accred-
itation, modifying federal grant 
and loan policies, and pressuring 
universities to focus on learning 
outcomes.

The Pope Center endorses 
many, if not all, of those reforms.

It’s possible, however, that 
government-oriented reform ef-
forts, especially on a national scale, 

will not go very far. It 
may take too much politi-
cal maneuvering to force 
universities to measure 
student learning or set 
higher standards.

The Chinese lesson 
is that reforms that open 
up competition may be 
better than incentive-
focused efforts. In China, 
state-owned enterprises 
became more autono-
mous and were allowed 
to keep profits, but they 
still did not face market 

competition for resources. In fact, 
heads of enterprises could negoti-
ate with central planners about 
how much they would have to 
produce, how much credit they 
would get, etc.

Coase and Wang write that, 
“it was equivalent to a firm being 
allowed to set its own prices for 
inputs and choose its rate of taxa-
tion.” 

But the lavish support given 
to state-owned enterprises in China 
had an unusual benefit. It dis-
tracted the politicians from the real 
change going on under their noses 
— the local initiatives of villages 
and families.

Such change — decentralized 
and private — is going on in U.S. 
higher education.

We are seeing a move toward 
unbundling of college credits, 
expansion of early college, inno-
vations by small schools, and the 
growth of online universities such 
as Western Governors University.

Ironic though it may seem, if 
the government, the universities, 
and even reformers concentrate on 
“big” problems, they may inadver-
tently allow alternatives to today’s 
education to emerge outside their 
focus of attention.                           CJ

Jane Shaw is president of the 
John W. Pope Center for Higher Edu-
cation Policy.

JANE
SHAW

By JeSSe Saffron
Contributor

CHAPEL HILL

An assortment of academic 
scandals revolving around the 
athletics department at UNC-

Chapel Hill has spurred a series of dis-
cussions about reforms. 

The discussions took a more con-
crete form when a five-member panel 
of higher education and intercollegiate 
athletics — convened at the behest of 
the university’s faculty executive com-
mittee — issued a report in early Sep-
tember offering 28 suggestions for im-
provements at the Chapel Hill campus 
and other U.S. universities.

Advocates for 
reform of college ath-
letics typically con-
centrate on three ap-
proaches. The first 
involves tweaking, or 
modestly attempting 
to improve upon, the 
existing status quo. 
The second is tough-
er: It urges a hard-line 
return to amateurism. 
The third and most 
extreme calls for the enterprise of col-
lege athletics to be operated like a pro-
fessional league, in which athletes can 
earn salaries, advertising contracts, etc.

The panel, chaired by Hunter 
Rawlings, president of the Association 
of American Universities, acknowl-
edged that the recent scandals had tar-
nished UNC-Chapel Hill’s reputation. 
However, the “Rawlings Panel Report 
on Intercollegiate Athletics,” released 
Sept. 3, emphasized the first two ap-
proaches to reform. 

The report says it offers “princi-
ples of good governance and manage-
ment of intercollegiate athletics both at 
UNC-CH and at universities across the 
country.” Some of its suggestions are 
aimed at re-emphasizing academics, 
others at delineating administrative 
roles to increase accountability, and 
still others at scaling back the creep-
ing professionalism of big-time college 
sports.

One of the panel’s proposals calls 
for a “year of readiness” for freshman 
student-athletes with mediocre aca-
demic backgrounds. These struggling 
students would devote their time to 
academic work and would not be able 
to participate in varsity competition 
during their first year. 

The panel also promotes what it 
calls a “qualitative” approach to ad-
missions. Admissions officers would 
consider whether an individual really 
wants to be in college and has a desire 
to learn, or whether he or she will view 
college as a nuisance.

Other ideas include placing caps 
on team expenses in order to bring 

“greater alignment between athletic 
and academic expenditures,” as well 
as publicizing all athletics department 
budgets. The panel also suggests pro-
viding a formal training and educa-
tion program for coaches focusing on 
ethics, athletes’ safety, and the uni-
versity’s academic offerings. Several 
suggestions are aimed at streamlining 
various managerial/administrative 
job duties to ensure accountability and 
to remove opportunities for corruption 
and malfeasance.

One Rawlings Panel recommen-
dation calls for UNC-Chapel Hill, in 
concert with other institutions at the 
conference/national level, to shorten 

the time allotted for 
practice and athletic 
training. This ap-
proach was tried in 
1991, when the NCAA 
adopted a similar rule 
to no avail. Per the 
1991 rule change, ath-
letes were supposed to 
devote no more than 
20 hours per week to 
sports activities. But 
athletic departments 

developed workarounds with “vol-
untary” practices and other unofficial 
activities. In 2010, a survey of Divi-
sion I football and basketball athletes 
revealed that most spent roughly 40 
hours a week practicing and training.

Some observers have been skep-
tical, if not cynical, about the likeli-
hood that the report will produce real 
changes. Even the Rawlings Panel re-
port points out that, while a “few of the 
[1989 committee’s] recommendations 
for national reform have been partial-
ly implemented over the ensuing 23 
years, most have not been adopted at 
all, and in some cases universities and 
the NCAA have moved in the opposite 
direction.”

This kind of skepticism about 
the effectiveness of athletics reform 
has not prevented higher education 
officials from claiming that the Rawl-
ings report will incite a broad push 
for meaningful change. “The balance 
between athletics and academics is 
now perilously close to going over to 
a tipping point where I think the trend 
is just not sustainable,”  Rawlings said 
during a September media teleconfer-
ence. “Everyone is now cognizant that 
something needs to be done in order to 
restore some more balance.”

Whether the Rawlings Panel re-
port will enhance academic standards, 
curtail monetary influence, and reduce 
the widespread perception of “corrup-
tion” remains to be seen.                 CJ

Jesse Saffron is a writer at the John 
W. Pope Center for Higher Education Pol-
icy.
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Campus Briefs N.C. College Transfer Process to Undergo Revisions
Some good news came out of 

two North Carolina colleges 
in October — UNC-Chapel 

Hill and Duke University received 
two massive grants from the Na-
tional Institutes of Health. 

The larger of the two grants 
— called Clinical and Translational 
Science Awards — is $54.6 million 
over five years and will be shared 
by UNC-Chapel Hill with RTI In-
ternational (formerly the Research 
Triangle Institute), and North Car-
olina Agricultural and Technical 
State University in Greensboro.

Duke’s Translational Medi-
cine Institute had a five-year, $47 
million grant renewed. Trans-
lational medicine is a growing 
branch of biomedical research that 
brings together various disciplines 
to aid in the discovery of new di-
agnostic tools and treatments.

The Triangle’s research uni-
versities must be acknowledged 
for their ability to attract research 
money to the region and to help 
establish the area as a leader in 
cutting-edge health care. Without 
a doubt, the region benefits from 
their presence.

But enthusiasm for the 
schools’ ability to attract federal 
dollars must not exceed their real 
contributions. For one thing, the 
ability of a few top-notch scientific, 
medical, or technical researchers to 
bring in grants and push the enve-
lope of knowledge does not justify 
indiscriminate spending increases 
on institutions of higher educa-
tion. 

Many other parts of the uni-
versity system are drags on the 
economy that have nothing to do 
with research grants, jobs, or eco-
nomic development. 

And just about all of the ex-
tremely gifted students who even-
tually participate in such high-
level research have been able to 
attend college for many years. In 
many science fields, there is a cur-
rent shortage of entry-level jobs, 
notwithstanding repeated claims 
that more young people should go 
to college to pursue careers in sci-
ence.

Furthermore, let’s not forget 
that the money for research grants 
is not free. It came from the pockets 
of taxpayers nationwide, including 
those in North Carolina. And mon-
ey from North Carolina residents is 
taken from them and given to uni-
versities in other states.                    CJ

Jay Schalin is director of re-
search for the John W. Pope Center for 
Higher Education Policy.

By JeSSe Saffron
Contributor

RALEIGH

Community college students 
pursuing bachelor’s degrees 
can face particularly distressful 

hurdles. North Carolina’s 16-year old 
Comprehensive Articulation Agree-
ment — aka transfer student guide-
lines — was designed to remove such 
hurdles. 

But after years of listening to stu-
dents’ horror stories and disheartening 
anecdotes about the transfer process, 
community college academic officers, 
UNC system officials, and other poli-
cymakers are proposing revisions that 
would amend the CAA substantially. 

Currently, any student complet-
ing a 44-hour general education core 
should have no worries about getting 
credit for those courses after transfer-
ring, and instead can focus on com-
pleting courses related to her degree 
and any remaining electives. If a stu-
dent completes an associate’s degree, 
she transfers with junior status to the 
receiving UNC institution (the school 
accepting the transfer student). 

However, a majority of students 
transfer before either getting an asso-
ciate’s degree or even completing the 
general education core. Those students 
can be subjected to a course-by-course 
transcript evaluation. That is, the re-
ceiving institution can decide whether 
to count a particular course as an elec-
tive, a general education course, or a 
prerequisite for a major. 

In some instances, students have 
had to take classes twice, postponing 
their graduation date as a result. In 
other cases, students have lacked the 
necessary prerequisites for their major, 
especially if they changed their major, 
or were denied admission to their pre-
ferred university after spending time 
and resources satisfying that particular 
school’s requirements. 

In March 2012, the N.C. General 
Assembly’s higher education over-
sight committee tasked Sharon Mor-
rissey, the senior vice president and 
chief academic officer for the North 
Carolina Community College System, 
and Suzanne Ortega, the UNC sys-
tem’s senior vice president for aca-
demic affairs, to create a report on the 
current articulation agreement and 
develop revisions to streamline trans-
fer procedures. Morrissey and Ortega 
appointed a special steering committee 
— comprising community college aca-
demic officers and university provosts 
— to create a workable alternative to 
the current system. 

The revisions that have been 
hashed out so far would substitute 
the current 44-hour block with a 30-
hour (two full-time semesters) uni-
versal general education core featur-
ing courses in English composition, 
humanities and fine arts, natural sci-

ences and mathematics, and social and 
behavioral sciences. The committee 
also wants to implement a pre-major 
course “pathways” system to clarify 
the specific courses required for specif-
ic majors, develop “mapping tools” for 
students to make course selection at 
the community college 
level less harrowing, 
and improve the advis-
ing system with more 
counseling sessions, 
something that recently 
was mandated in a bill 
passed by the General 
Assembly. 

Part of the revi-
sion requires UNC sys-
tem officials to “iden-
tify community college 
course equivalencies 
and publicize an equiv-
alency course crosswalk 
to ensure transfer of 
credit uniformity and 
transparency.” The “crosswalk” details 
the courses required for baccalaureate 
completion, although achieving equiv-
alency between community college 
and UNC courses could be a challenge. 
The semester-hour credit requirements 
of associate-level degrees will be short-
ened to 60, down from 64. Academic 
standards will remain the same: Stu-
dents must have a “C” or better in all 
articulation coursework to be eligible 
for transfer.

While the revision process is 
moving along, some doubt that it will 
improve the transfer system. Stephen 
Prescott, a business law instructor at 
Wake Technical Community College 
who has been involved with the ne-
gotiations, said in an interview with 
the Pope Center, “I’m not entirely con-
vinced the revised CAA will succeed. 

In my view, it is probably the wrong 
approach. It will encourage UNC sys-
tem schools to take people as sopho-
mores.”

UNC system schools are making 
a concerted effort to accept more trans-

fer students. Transfers 
can boost graduation 
rates and provide an ad-
ditional revenue stream 
at a time of economic 
stagnation. They also 
provide an added ben-
efit to four-year schools 
wishing to increase 
diversity (community 
colleges tend to have 
a more heterogeneous 
student body). And 
from the four-year in-
stitution’s perspective, 
accepting students who 
already have proven 
that they can complete 

college coursework is a win-win situ-
ation. 

Despite some of these divergent 
interests, the revised CAA draft now 
has been sent to the various campus-
es for further review and input. In 
December, after the institutions have 
provided feedback, the chief academ-
ic officers, the CAA review steering 
committee, and the transfer advisory 
committee (which is drafting all the 
various proposals and recommenda-
tions) will review it and send it to the 
UNC board of governors and the state 
board of the N.C. community colleges. 
Votes by those two bodies are expected 
in February 2014.                          CJ

Jesse Saffron is a writer with the 
John W. Pope Center for Higher Education 
Policy.
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Opinion

Five ‘Myths’ About College Costs Have More Than Grain of Truth
Issues

in
Higher Education

JENNA
ASHLEY

ROBINSON

The September issue of Money 
featured an article titled “Bust-
ing the 5 Myths of College 

Costs” by Penelope Wang. It claimed 
that many of the assumptions parents 
hold about the costs of college are 
outdated or wrong. Wang promised 
to give the “facts you need to make 
smart college choices.”

But a closer look at the five 
myths reveals 
that each one 
has more than a 
grain of truth.

“Myth” 
#1: Saving 
for college 
will hurt your 
chances of 
getting finan-
cial aid. Money 
points out that 
saving for col-
lege will have 
little effect on 
a student’s 
chances of get-
ting federal financial aid because the 
federal-aid formula doesn’t count all 
of a family’s savings.

That much is true, but federal 
aid is only part of the financial-aid 
picture. Your savings will have an 
effect on institutional aid — the 
discounts or scholarships that col-
leges give to desirable students. And 
because your family’s savings are 
listed on federal student aid forms, 
colleges have information that may 
work against you.

In a study on price discrimina-
tion in college tuition, Robert Lawson 
and Ann Zerkle found that high ACT 

scores and high 
school GPA are 
good predictors of 
whether schools 
will offer students 
institutional aid, 
but cautioned that 
the ability to pay 
tuition can offset 
those attractions.

“Myth” #2: 
You can’t afford a private college. 
The average price of attending a pri-
vate university is $42,224. Tuition and 
fees alone are $28,500. While many 
students get discounts on tuition, the 
majority of students do not. And fees, 
room and board, books, transporta-
tion, and supplies are covered only 
by generous (but also rare) full-ride 
scholarships.

Thus, while Money properly 
brings up the possibility that a private 
college is affordable, for many that 
possibility means resorting to costly 
borrowing. Federal loans, capped at 
$12,500 per year for undergraduates, 
aren’t enough to cover the cost at 
most private universities. And private 
loans, with their high interest rates, 
make college costlier in the long run.

“Myth” #3: A liberal arts degree 
won’t pay the bills. In defense of 
liberal arts majors, Money makes the 
rather tepid statement that “many 
liberal arts majors do as well or better 
[than STEM majors].” Maybe so, but 
most do not.

A 2011 study by Andrew Sum of 
Northeastern University found that 
25.2 percent of 2009 humanities grad-
uates were unemployed. Another 29.4 
percent were working in jobs that did 

not require a col-
lege degree, earn-
ing just $14,051 per 
year. Humanities 
graduates who 
were employed 
in jobs requiring 
a college degree 
earned $20,953.

Recently, the 
Center for College 

Affordability and Productivity found 
that  “48 percent of employed U.S. 
college graduates are in jobs that the 
Bureau of Labor Statistics suggests 
require less than a four-year college 
education [while] 37 percent are in 
occupations requiring no more than 
a high-school diploma.” It is unlikely 
that most of those underemployed 
graduates have STEM degrees.

“Myth” #4: Student loans will 
cripple your child financially. Money 
explains that only 2 percent of bor-
rowers owe more than $50,000. But 
with today’s bleak job prospects (see 
above), even small loans are poten-
tially problematic.

According to American Student 
Assistance, 66 percent of 2007-08 
bachelor’s degree recipients gradu-
ated with some debt, while 10 percent 
had borrowed $40,000 or more. The 
average amount of student loan debt 
for the class of 2011 was $26,600, a 5 
percent increase from approximately 
$25,350 in 2010.

Payback trends show that stu-
dent loans can be a serious financial 
burden.

Of the 37 million borrowers 
who have outstanding student loan 
balances, 14 percent have at least one 

past-due account. Between 2004 and 
2009, only 37 percent of all student 
borrowers managed to make pay-
ments without postponing payments 
or becoming delinquent.

“Myth” #5: Starting at com-
munity college, then transferring, is 
a great way to cut the cost of a B.A. 
Money points out that many commu-
nity college students who intend to 
transfer to a four-year school never do 
so. From that fact, the author con-
cludes that starting at a community 
college is a bad strategy.

But she overlooks that communi-
ty colleges have an open-door policy, 
accepting students with mediocre or 
poor academic track records. Many 
of those students, whether they start 
at community colleges or four-year 
schools, are unlikely to graduate 
because they lack academic skills, 
discipline, or both.

Students who are better pre-
pared generally succeed regardless of 
what kind of university they attend. 

Thus, the five “myths” that 
Money attempts to debunk aren’t 
mythical at all. Despite offering an 
overly rosy depiction of how to pay 
for college, Money does dispense some 
good advice: Save in a tax-free 529 
plan, look for scholarships, get an 
internship, avoid private loans, and 
do your homework before choosing a 
college.

And that homework includes sort-
ing out the truths from the myths.         CJ

Jenna Ashley Robinson is director 
of outreach at the John W. Pope Center for 
Higher Education Policy.
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From the Liberty Library Book review

Fate of The States a Powerful, Must-Read Warning• The Smart Society offers 
a detailed blueprint for how the 
United States can recast its human 
capital policies to make all Ameri-
cans — not just a privileged elite 
— smarter and more successful 
than ever before, at the same time 
stemming the size and cost of its 
welfare state. The spectacular, cen-
turies-long success of the United 
States is based on its having de-
termined, early on, to be a smart 
country, single-mindedly develop-
ing institutions and practices that 
encouraged and enabled its native-
born citizens to maximize their 
economic and social potential, and 
welcoming opportunity-seeking 
foreigners to join them. Over the 
last four decades, however, the 
vaunted United States human 
capital machine has been break-
ing down, dimming the economic 
and social prospects of millions of 
Americans, crowding the nation’s 
welfare rolls and prisons, and 
sharply inflating the size and cost 
of the nation’s “safety net.” If The 
Smart Society blueprint is followed, 
Peter Salins says these trends can 
be reversed and the nation and 
its people can quickly regain their 
preeminence in the hyper-compet-
itive and globalized world of the 
21st century. For more, visit www.
encounterbooks.com.

• James Delingpole hilari-
ously demolishes the green move-
ment’s most precious claims in 
The Little Green Book of Eco-Fascism. 
Written in an A-to-Z format and 
printed on unrecycled paper made 
from the pulp of a thousand rare 
hardwood trees using nothing but 
the purest cruel-harvested baby 
squid ink, The Little Green Book of 
Eco-Fascism is your pocket guide 
to everything that’s wrong, funny, 
and downright crazy about the 
green movement. There’s a wide 
and fertile field of material avail-
able, including entries for: fracking 
(and why we should love it); the 
Solyndra scam; Al Gore; Matt Da-
mon; and many more. Learn more 
at www.regnery.com.

• Can Europe survive after 
abandoning the national loyalties 
— and religious traditions — that 
provided meaning? And what will 
happen to the United States as it 
goes down a similar path? In De-
mocracy Without Nations? The Fate of 
Self-Government in Europe, the emi-
nent French political philosopher 
Pierre Manent addresses these 
questions in his brilliant medita-
tion on Europe’s experiment in 
maximizing individual and so-
cial rights. More information at 
www.isibooks.org.                   CJ

• Meredith Whitney, Fate of the States: The New Geography 
of American Prosperity, Portfolio/Penguin, 2013, 260 pages, 
$27.50.

By meliSSa mitCHell
Contributor

RALEIGH

In describing Meredith Whitney, the jacket of her book, 
Fate of the States: The New Geography of American Prosper-
ity, states, “she is one of the most respected voices on 

Wall Street.” Whitney, a Wall Street analyst who recently 
started her own investment firm, arrived at this prominence 
because of her 2007 warning of the looming financial crisis. 
The housing crisis and the fate of the states that were and 
were not impacted led Whitney to write this book. 

In Fate of the States, Whitney starts by presenting one of 
the most detailed but understandable explanations of what 
led to the housing boom and bust, providing details about 
how the government, banks, and 
even homeowners contributed to 
the crash. She then chronicles why 
some states still are suffering the 
aftereffects of the crisis, while oth-
ers have seen little or no lasting 
impact. 

She said investors and other 
consumers banked too much on 
the continued expansion of the 
homebuilding industry and all the 
other businesses tied to it. “Very 
little related to home buying or 
ownership can be outsourced to 
India or China,” said Whitney. 
States and local communities ben-
efit from increased construction 
jobs, real estate jobs, purchases of 
household items, and increased 
tax revenues. The mistake, as 
Whitney points out, was the as-
sumption that this housing boom 
would never end. 

Whitney’s critics have said 
she cherry-picked the states that 
she cites in the book, but there is 
no evidence that she has done this. 
Her most relentless critic may be 
Bloomberg News finance editor 
Joe Mysak, who in a recent col-
umn called her 2010 prediction 
of a widespread collapse of municipal bond markets “sort 
of a punctuation mark to almost two years of hysterical 
headlines, misguided commentary, and know-nothing blog 
posts about the municipal market.”

In his review of the book, Mysak scoffed at Whitney 
and other “demographic determinists” who argue that a 
state’s tax and business climate affect where people tend 
to live or move. Then again, Mysak continues to view the 
deteriorating state of U.S. cities and counties with a bit of 
bewilderment. Two days after Detroit declared bankruptcy, 
Mysak wrote that any analysis of why this happened was 
“worthless” and “meaningless.” So consider the source.

In fact, it appears that had Whitney’s choices were 
easy because the numerical evidence is clear. She separates 
the chosen states into two categories: the coastal states and 
the central corridor states. 

What she calls the coastal and Sun Belt states are 
California, Nevada, Florida, Arizona, Illinois, Texas, and 
yes, North Carolina is on that list. These are the states that 
suffered most during the housing bust and many are still 
suffering because they assumed the tax revenue from this 
boom would never end and spent projected tax revenue on 
pet projects and borrowed billions of dollars. Based on un-

reasonable estimates of future tax revenues, states awarded 
huge union contracts loaded with unfunded pension and 
health care benefits. The overdependence of these states and 
localities on real estate revenue has left them with massive 
amounts of debt. 

Homeowners in coastal states also assumed that their 
homes would increase in value indefinitely. Because banks 
— pushed by federal regulators — eliminated salary and 
employment verification requirements, buyers bought 
homes they could not afford. They took out interest-only 
loans and backloaded adjustable-rate mortgages. 

“People literally starting using their homes like ATM 
machines,” Whitney said. When their homes would in-
crease in value, they took out home-equity loans, figuring 
they could sell the home if they could not pay the loan. 
When the housing market crashed, these homeowners were 
left underwater with massive amounts of accumulated debt 
they could not repay and homes they could not sell. 

“In contrast to the debt-rid-
den coasts and Sun Belt, things 
look very different in the center 
of the county — where credit was 
more scarce during the boom, and 
therefore debt loads are more be-
nign now,” states Whitney. Many 
of these states also have a large 
agricultural component in their 
economies and are accustomed to 
boom-and-bust cycles. They tend 
to be more conservative in their 
budgeting and have not accumu-
lated large amounts of unfunded 
debt. 

Many of the coastal states are 
now in a downward spiral. Just 
when they need revenue, states 
like California are raising taxes, 
and cutting police and fire protec-
tion and education, causing them 
to lose population to the flyover 
states that have lower taxes, are 
business-friendly, are right-to-
work states and, unlike California, 
are not burdened with excessive 
regulation. 

“Almost all states are re-
quired to have balanced budgets. 
Almost all have caps on how much 
municipal bond debt they can is-

sue. Yet over the past few decades, elected officials have 
figured out ways around these well-intended restrictions,” 
Whitney said. Much of this hidden debt is in the form of 
unfunded pension obligations, which she called “the debt 
bomb nobody’s talking about.”

Whitney also noted the propensity of elected officials 
to postpone any kind of actions to reduce long-term debt 
obligations because they will be gone, as she put it, “when 
the sand hits the fan.”

After reading Fate of The States, I wondered if North 
Carolina and Wake County could be hiding debt. When 
asked to vote on a recent school bond, like many taxpayers, 
I had no idea if Wake County has unfunded pension debt or 
other municipal bond debt. 

Meanwhile, it will be interesting to see if the reforms 
in taxation, budgeting, and regulations adopted by this 
year’s Republican General Assembly can help North Caro-
lina avoid some of the catastrophic predictions Whitney has 
made for other coastal states.

Whitney has written a powerful, must-read book, 
containing a multitude of warnings and information about 
potential crises in state and local governments that will 
benefit every taxpayer.                                               CJ
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 More research at your fingertips
at the redesigned John Locke Foundation home page

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

Pick an issue and give it a try. Or 
choose one of our policy analysts 
and browse through all of their re-
search. Either way, we think you’ll 
find the information presented help-
ful and enlightening. 

http://www.johnlocke.org

Advertising Over the Years Shows People Largely Stay the Same

TROY
KICKLER

Advertisements offer insights 
into culture and can help re-
searchers learn about the past 

— often more than they may have 
imagined. 

With that in mind, I recently 
selected at ran-
dom three 1790 
editions (Oct. 25, 
Nov. 1, and Nov. 
8) from The North 
Carolina Chronicle/
Fayetteville Gazette. 
The paper, with a 
seemingly conflict-
ing name, lasted 
only a short time 
(1790-91).

The first U.S. 
census was taken 
in 1790. Approximately 4 million peo-
ple lived in the United States. Nearly 
one-fifth of the population was black 
Americans, and of them, 90 percent 
lived below the Mason-Dixon line. 

Half of all white Americans were 
16 or younger. Most people lived in 
rural areas, and only 24 towns and cit-
ies had a population exceeding 2,500. 
Most of the nation’s 92 papers were 
printed in these two dozen towns. 

Above the advertising section 
of the Chronicle/Gazette was this poem 

reminding me that early Americans 
shunned titles of nobility: 

Prince, Duke and Marquis, 
Count and Abbe

Are titles lately grown so 
shabby

The people will no more 
respect ’em

E’en nobleman themselves 
reject ‘em.

… Hail deep humility of spirit
That forms a common flock of 

merit
Assigns the same exalted 

station
To him who saves or sinks a 

nation.

People also used the paper to sell 
land and homes. A 500-acre planta-
tion west of Lake Waccamaw was for 
sale, but if it remained unsold by Dec. 
1, the owner planned to rent it on a 
yearly basis. Another ad announced to 
Fayetteville readers a public auction 
near Wilmington. 

The ad section contained job 
postings. A jeweler’s “Help Wanted” 
ad, for example, announced positions 
for two “smart, active lads … for work 
in the jewelry and watchmaking busi-
ness.” 

The jeweler also notified readers 
he paid cash for old or cut silver. 

John Johnston & Co. in Wilm-
ington provided shoppers with what 
might resemble a modern-day Costco 
or Sam’s Club experience. 

The store stocked German steel, 
8’x10’ window glasses, and refined 
iron and nails. Various European teas 
were available, and so were alcoholic 
beverages “by the hogshead” — a 
large barrel containing between 63 
and 140 gallons. 

For home decorators, the store 
proudly listed a general inventory 
including “Manchester linen, and 
woolen drapery.” The store sold items 
at wholesale and retail prices. 

If a shopper was unable to 
pay in cash — a common problem 
in 1790s North Carolina — the store 
also accepted “country produce” as 
payment. This ad surely encouraged 
subscribers that the long travel would 
be worth it.

The paper’s printer also sold 
books. His catalog included mainly 
histories and political philosophies, 
such as Robertson’s History of Scotland 
and Montesquieu’s Spirit of the Laws. 
Ancient classics such as Homer’s Iliad 
were for sale, too. He accepted paper 
and hard money, but he discounted 
goods purchased with hard money.

S. Staiert’s announced his shop’s 
new location. Despite the move, he 
continued to operate his reputable 
“HAIR-DRESSING and Shaving” 
business and sold “Hair-Powder, 
Shaving Soap, and Tooth powder in 
boxes.” 

Horse thievery was a problem. 
James Crow of Chatham County of-
fered a 5-pound reward for someone 
to secure his stolen sorrel (chestnut-
colored) horse. 

Richard West, also of Chatham, 
offered 6 pounds for the same service 
for his sorrel mare; a reward of 20 
pounds was listed for a “strayed or 
stolen” horse from Fayetteville. 

For those without stolen horses, 
William Cook, located a half-mile out-
side Fayetteville, charged 2 shillings 
and 6 pence per day — a “moderate 
price” — to provide the “best care” on 
his 100-acre farm. 

Specifics may change through 
time, but people in many ways remain 
the same. Read some old ads — it 
doesn’t matter if they’re from the 
1790s or 1970s — and determine for 
yourself.                                                 CJ

Dr. Troy Kickler is director of the 
North Carolina History Project (northcar-
olinahistory.org).
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Book review

Ravitch Switches From Reformer to Educrat Status Quo Apologist

Books authored By JLF staFFers

By Roy Cordato
Vice President for Research 
John Locke Foundation

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

Israel Kirzner
Cato Journal

Efficiency and Externalities
in an Open-Ended Universe  

www.mises.org

• Diane Ravitch, Reign of Error: The 
Hoax of the Privatization Movement and 
the Danger to America’s Public Schools, 
Knopf, 2013, 396 pages, $27.95.

By lloyD BillingSley
Contributor

RALEIGH

At first glance, Reign of Error sug-
gests at least some criticism of 
the American education estab-

lishment, especially from an author 
who once styled herself a reformer. But 
Diane Ravitch explains that in her 2010 
The Death and Life of the Great American 
School System she “recanted my earlier 
support for what is now known as the 
‘reform’ agenda.” She now completes 
the recantation in stunning fashion.

In her view, “public education is 
not broken,” as the 1983 A Nation at Risk 
charged. For Ravitch that study simply 
“shifted blame for shortsighted corpo-
rate leadership to the public schools.” 
What now passes for “reform,” which 
she puts in dismissive quotes, is “a 
deliberate effort to replace public edu-
cation with a privately managed, free-
market system of schooling.” 

Likewise, the “reformer” move-
ment is really a “corporate reform” 
movement “to transform public educa-
tion into an entrepreneurial sector of 
the economy.” And these reformers are 
not challenging a corrupt status quo. 
As Ravitch sees it, “the ‘reformers’ are 
the status quo.” For those familiar with 
the battles between genuine reformers 
and the education establishment, such 
an assertion may 
be hard to top, but 
she manages to 
pull it off. 

She calls the 
agenda a project of 
“partisans on the 
far right,” and in 
this account, there 
is no far left. The 
author proclaims 
that “advocating 
the privatization 
of public educa-
tion is deeply reac-
tionary.” Further, 
“the public is not 
ready to relin-
quish its public 
schools to speculators, entrepreneurs, 
ideologues, snake-oil salesmen, profit-
making business and Wall Street hedge 
fund managers.” The government ed-
ucation monopoly, on the other hand, 
can do no wrong.

Ravitch would have us believe 
that the current system, in which 
taxpayer dollars must trickle down 
through multiple layers of bureau-
cratic sediment, is precisely what the 
American founders had in mind. Even 
though the founders delegated educa-

tion to the states, Ravitch has no prob-
lem with the dictates handed down by 
the U.S. Department of Education — a 
gift to the National Education Asso-
ciation for supporting Jimmy Carter 
— which now wields a budget of $77 
billion. 

As Rich-
ard Mitchell 
and many oth-
ers have noted, 
the government 
education mo-
nopoly is a col-
lective farm of 
ignorance and 
mediocrity. In 
Ravitch’s mind, 
to be less than 
worshipful of 
this system is 
to oppose de-
mocracy itself. 
Defending and 
preserving the 
system, she 
writes, “is the 
civil rights issue 
of our time.”

The gov-
ernment educa-
tion monopoly 
functions like a 
domestic East 
Berlin, walling 
in its subjects. Educrats, not parents, 
determine where children go to school. 
Ravitch has no problem with that vio-
lation of civil rights and shows utter 

contempt for par-
ents. “The theory 
of parent empow-
erment makes no 
sense,” she writes. 
In fact, “the very 
idea of the parent 
trigger is an in-
sult to the educa-
tion profession.” 
In effect, she tells 
African-American 
children in failed 
and dangerous 
schools, such as 
those in Comp-
ton, Calif., that the 
masters in public 
education know 

best, the implicit subtitle of this book.
Ravitch, who served as assistant 

secretary of education in the admin-
istration of George H.W. Bush, op-
poses the linking of student test scores 
to teacher evaluations. She marshals 
charts and data, but her case remains 
unconvincing. At the outset, for ex-
ample, she concedes “schools are not 
fine just as they are.” She also hurts her 
case by remaining utterly uncritical of 
teacher unions — the real reactionaries 
— who wield enormous money and 

power. 
Ravitch backs to the hilt every 

teacher union cause, from tenure to 
seniority to practical immunity from 
dismissal, and shares the unions’ an-
tipathy to charter schools and online 
education. “Disabling or eliminat-

ing teachers’ 
unions,” she 
writes, “re-
moves the 
strongest voice 
in each state to 
advocate for 
public educa-
tion and to fight 
crippling bud-
get cuts.” 

Nowhere 
in Reign of Er-
ror does Ravitch 
consider that a 
19th-century in-
dustrial model 
might not be 
suitable for the 
education of to-
day’s children. 
She includes 
nothing about 
the number of 
union teachers 
who send their 
own children to 
private schools 

— a figure approaching 40 percent in 
Chicago, whose striking union teach-
ers Ravitch defends, along with their 
$75,000 average salaries. In Philadel-
phia the figure is 44 percent, and it’s 
33 percent in New York City and New 
Jersey suburbs.

Likewise, readers will find noth-
ing in Reign of Error about Milwaukee 

school-choice advocate Polly Williams, 
who famously said that Bill and Hillary 
Clinton should not be the only people 
who live in public housing and get to 
send their children to private schools. 

Ravitch also avoids the issue of 
“social promotion,” in which educrats 
advance students to the next grade 
regardless of academic achievement. 
Thanks to social promotion, more than 
50 percent of freshmen at some Cali-
fornia state universities need remedial 
math and English. And these students 
are supposed to be the highest achiev-
ers. 

The author recalls that in 2008, 
Barack Obama’s education specialist 
was Linda Darling-Hamilton of Stan-
ford — an academic who generally op-
poses accountability measures — and 
laments that Obama chose his pal Arne 
Duncan for secretary of education. In 
Reign of Error, Ravitch may be lobbying 
to become federal education boss in a 
Hillary Clinton administration. 

The author’s solutions include 
more early education and bundling 
medical and social services with 
schools, all things that Hillary wants. 
Like Hillary, Ravitch opposes the “vast 
right-wing conspiracy,” and the teach-
er cartel has become her cheering sec-
tion.

In The Language Police (2004),  
Ravitch showed herself a keen critical 
thinker, unafraid to challenge the on-
slaught of political correctness. Reign 
of Error is a confession that the critical 
thinker has disappeared, replaced by 
a windy and craven apologist for gov-
ernment monopoly education. 

Like Winston Smith in 1984,  
Ravitch has won the victory over her-
self. She loves Big Brother.             CJ

Ravitch backs
to the hilt

every teacher
union cause,
from tenure

to seniority to
practical immunity

from dismissal
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Vargas Llosa Sketches an Optimistic Argument for Immigration

Books authored By JLF staFFers

By John Hood
President of the 
John Locke Foundation

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

Choice
April 2006

Selling the Dream
Why Advertising is Good Business

www.praeger.com

Book review

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

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

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

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

Director of Research at the John W. 
Pope Center for Higher Education 
Policy

• Alvaro Vargas Llosa, Global Crossings: 
Immigration, Civilization, and America, 
Independent Institute, 2013, 353 pages, 
$26.95.

By george leef
Contributor

RALEIGH

Public opinion polls indicate that 
many Americans think we have 
a serious immigration problem. 

Immigrants, especially illegal ones, are 
thought to be stealing our jobs, degrad-
ing our culture, adding to our tax bur-
dens, and refusing to assimilate. What 
we should do to solve that problem 
usually entails further regulating the 
flow of people into the country and 
above all restricting immigration to 
those who have high-level skills. Se-
cure the border, and keep the undesir-
able, low-skilled masses out.

Those notions encapsulate the 
conventional wisdom about immigra-
tion, but Global Crossings by Alvaro 
Vargas Llosa argues that they are mis-
taken. The author, a journalist who 
was born in Peru and who has worked 
on three continents, makes a compel-
ling case that immigration is a natural 
economic phenomenon toward which 
laissez-faire is the best policy. 

The book’s key insight is that 
the movement of people across po-
litical boundaries is no different from 
the movement of natural resources or 
finished products. When the demand 
for labor is stronger in another coun-
try, some people will weigh the costs 
against the expected benefits and mi-
grate from their native land if doing so 
seems likely to improve their standard 
of living. 

Those making that calculation 
rarely are driven to leave by desperate 
poverty, but instead by a “get ahead” 

outlook. And if the advantages of 
working in the foreign country decline, 
those people often migrate back. In re-
cent years, the strong flow of migrants 
from Mexico and Central America that 
prevailed for much of the last two de-
cades has slowed to a trickle as the U.S. 
economy has gone stagnant. 

To dissipate the idea that there 
is anything unique about 
America’s current squab-
bles over immigration, the 
first part of the book fo-
cuses on the history of im-
migration. “Migration has 
been happening,” Vargas 
Llosa writes, “in varying 
forms, for millennia, but it 
still elicits primal fear and 
distrust, and not just on 
the part of the ‘receiving’ 
country; communities from 
which people migrate often 
disapprove … and consider 
it treacherous.” 

Immigrants, he shows, almost 
always have enriched the nation to 
which they move, both through work 
and cultural infusions. 

Knowing that most of his readers 
will be Americans, Vargas Llosa de-
votes much of his effort at responding 
to the arguments that immigration op-
ponents are making here.  According to 
their narrative, in the 19th century our 
immigrants were hard-working people 
who strove to assimilate into society. 
Today’s immigrants, however, are 
more interested in collecting govern-
ment benefits than working (but when 
they do work, they have the temerity 
to take “our” jobs) and are not much 
interested in assimilating. 

Vargas Llosa counters that to-
day’s immigrants in fact are little dif-
ferent from those of a century or more 

ago, and that the change we should 
make in our immigration policy is to-
ward greater freedom.

With respect to work and welfare, 
he shows that very few immigrants 
do not work and that they are only 
slightly more of a welfare- and public-
services burden than “real” Americans 
are. True, immigrants are more apt to 

require emergency-room 
medical care, and Congress 
does appropriate around 
$250 million annually for 
the states to cover the cost 
of such treatment. Also, 
children of immigrants con-
tribute substantially to pub-
lic education costs, at least 
in some areas. 

Hearing about those 
and other costs associ-
ated with immigration, the 
more vocal restrictionists 
demand that we secure the 

border and deport the illegals.
That’s superficial thinking, Var-

gas Llosa contends, giving three rea-
sons. First, immigrants on the whole 
contribute more than they consume; 
second, they save more than natives 
(“a habit sorely lacking in the coun-
try,” he writes); and third, immigrants 
usually arrive in their most productive 
working years, a benefit for a country 
with an aging population and great 
numbers of people on the verge of re-
tirement.

Moreover, immigrants have been 
and remain a tremendous source of 
entrepreneurship. They begin and of-
ten expand businesses that provide 
employment for many thousands of 
workers, most of whom are not immi-
grants. While many young Americans 
grow up with an entitlement mentality 
that makes the difficult work of start-

ing a business from scratch almost un-
thinkable, that mind-set is absent in 
immigrants. Thus, immigration helps 
to energize America with fresh injec-
tions of people who are creative and 
ambitious. We need that.

In sum, the case against immi-
gration is based on a fixation with its 
short-run costs while overlooking both 
the immediate and long-run benefits.
What about assimilation, however? 
Data show that immigrants today learn 
English and intermarry at about the 
same rates as in the past.

To the extent that present-day im-
migrants may be slower to assimilate, 
Vargas Llosa argues that our political 
obsession with multiculturalism is to 
blame. Among other statutes and regu-
lations at fault, he particularly criticiz-
es the Bilingual Education Act of 1967, 
which, he writes, “gave rise to policies 
that in time would lead many Ameri-
cans to resent immigrants and view 
minorities as invasive.” If the restric-
tionists want to complain, they should 
complain about our panoply of multi-
cultural policies rather than about im-
migration.

In the book’s closing chapters, 
Vargas Llosa sketches an optimistic 
argument that the ancient tribal fears 
that many people still harbor today 
against those who are “different” will 
give way to open minds, open borders, 
and a more harmonious world. 

Global Crossings is, in my view, 
one of the best books available on 
immigration.                           CJ

George Leef is director of research at 
the John W. Pope Center for Higher Educa-
tion Policy.
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EDITORIAL

A Ticket
To Ride

COMMENTARY

Ignore Calls
To Expand Medicaid

BECKI
GRAY A recent legislative debate over 

the types of ticketed enter-
tainment that deserve to be 

exempted from the state’s sales tax 
inadvertently offered a free advertise-
ment for the John Locke Foundation’s 
proposed Unlimited Savings Allow-
ance, or USA, Consumption Tax.

The tax reform law consolidated 
three different types of taxation on en-
tertainment tickets. Instead of charg-
ing a 3 percent gross-receipts tax on 
live entertainment, a 1 percent gross-
receipts tax on movies, and no tax for 
admissions to cultural attractions, all 
of these types of “entertainment activ-
ity” will face state and local sales taxes 
starting Jan. 1.

With some exceptions. The 
exemption that consumed much of 
a 45-minute discussion during an 
Oct. 8 meeting of the Revenue Laws 
Study Committee was one protecting 
“state attractions” from the sales tax. 
Lawmakers haggled over the rules 
detailing which groups, programs, 
or locations ought to be dubbed state 
attractions.

Rep. Becky Carney, D-Meck-
lenburg, wondered why the sales 
tax exemption should not apply to 
groups like Charlotte-area community 
theaters, the Blue Ridge Orchestra, or 
the Asheville Choral Society, which 
“operate with volunteers and maybe 
a staff of one or two,” Carney told her 
colleagues. 

A chief architect of state tax 
reform, Sen. Bob Rucho, R-Mecklen-
burg, didn’t buy the notion of hard-
ships. “You think about it,” he said. “If 
one of the groups has a performance, 
and they collect $1,000, it’s not hard: 
$1,000 times 6.75 [percent], and that is 
what is submitted to the state.”

The discussion did not break 
down along partisan lines. Sen. Floyd 
McKissick, D-Durham, told colleagues 
that his “thoughts are actually some-
what similar to Sen. Rucho’s.”

“I think the more we can keep 
this kind of level playing field, the 
better in terms of simplification in 
application to all types of entities,” 
McKissick added.

The discussion made clear the 
inherent difficulty of leaving decisions 
about the sales tax to the political 
process. If you’re inclined to grant an 
exemption for any publicly owned 
attraction or community performing 
group, you’re still granting them a 
preference over private-sector movie 
theaters and music venues.

State legislators ought to be com-
mended for recognizing that it makes 
more sense for North Carolina to tax 
consumption rather than income. 
Taxing income means taxing income-
generating activity, one of the key 
drivers for economic growth and new 
jobs in the state.

The ideal consumption tax 
would work like this: If a person de-
cides to spend a dollar, that dollar will 
be taxed — whether it’s for a theater 
ticket, bowling outing, jar of peanut 
butter, or new car. Exemptions should 
ensure that people are not taxed on 
the amount of income needed to cover 
basic necessities. Beyond that provi-
sion, there would be no exemptions 
for consumers spending their money 
with particular businesses, nonprofit 
groups, or cultural attractions. The tax 
kicks in only when the dollar is spent.

If that sounds much simpler and 
less open to political influence than 
the state’s current tax system, then 
you might want to give the USA Con-
sumption Tax another look.                CJ

Gov. Pat McCrory made the 
right call in late October 
when he refused to call a 

special session of the General As-
sembly to expand Medicaid. While 
the federal government will con-
tinue to pressure states to expand 
the Medicaid population in order to 
make Obamacare work, the correct 
response to expanding Medicaid 
remains no.

North Carolina’s Medicaid 
costs are the highest in the South-
east and among the highest in the 
United States.

For the past four 
fiscal years, Medicaid 
spending has exceeded 
its budget by 11 percent. 
Total Medicaid costs have 
gone up 90 percent in the 
last 10 years. Medicaid 
costs crowd out spending 
on other public programs, 
including education, sal-
ary increases for teachers 
and other public employ-
ees, and transportation.

The proposed Medicaid ex-
pansion would cost North Carolina 
taxpayers an extra $3.1 billion over 
a 10-year period. By 2020, the state 
would incur net costs of nearly $100 
million, jumping to $119 million one 
year later. Even though the federal 
government says it will pay 100 per-
cent of the cost of new enrollees for 
the first three years and 90 percent 
by the 10th year of expansion, the 
expansion would not be free. The 
money would come from federal 
taxes; North Carolinians would pay 
for the additional coverage. 

Moreover, the federal gov-
ernment does not always abide 
by its promises. In 1982, the feds 
promised to cover 40 percent of the 
program costs for the Individuals 
with Disabilities Education Act. 
Today, Washington provides only 17 
percent of the funding.

In addition, experts predict 
that states expanding Medicaid 
under Obamacare will have less 
flexibility and control over their 
Medicaid programs.

Without the expansion, North 
Carolina’s Medicaid population will 
increase by 174,000 people by 2022 
because of normal growth. With 
the expansion, by 2022 that number 
would reach 586,000 new enrollees.

Thirty-one percent of physi-
cians refuse to treat new Medicaid 
patients. With fewer doctors, there 
will be pressure for options to treat 

patients and additional costs to 
deliver health care.

Medicaid’s “one-size-fits-all” 
health care results in poorer health 
outcomes. An Oregon study of un-
insured people who were enrolled 
in Medicaid shows utilization of 
services increased and Medicaid 
recipients spent 35 percent more 
than those not on Medicaid. But 
of 53 performance measures most 
widely tracked for North Carolina 
Medicaid patients, 55 percent of 
them were worse in 2011 than in 

2010. This was not a one-
year occurrence: Health 
outcomes among Med-
icaid patients have been 
declining for years.

Obamacare and a 
larger Medicaid program 
represent just another 
move toward a national 
health care system mak-
ing more Americans 
dependent on the gov-
ernment for their health 
insurance.

Instead of increasing depen-
dency on government, we should 
be moving toward a competitive 
market where people, regardless 
of their income, are free to make 
choices that best fit their needs. 

Six of 10 people now on Med-
icaid once paid for private health 
insurance. Instead of shifting more 
people into a broken system, North 
Carolina should reform Medicaid 
for those who truly need it and cre-
ate a real marketplace for private 
health insurance.

Deregulate the exchanges and 
allow the development of varying 
plans and options, rather than offer-
ing one-size-fits-all policies. Offer 
tax credits or sliding-scale subsidies 
so individuals can purchase and 
own their plans. Encourage con-
sumer-driven health plans, personal 
responsibility, and savvy health care 
consumers.

Our current Medicaid system 
is a bad deal — for taxpayers, pa-
tients, and the state. Pushing more 
North Carolinians onto Medicaid 
is not the answer. Reforming the 
system — containing costs, improv-
ing health outcomes, and allowing 
more North Carolinians to enjoy 
freedom to make their own health 
care decisions — is the best alterna-
tive.                                                     CJ

Becki Gray is vice president for 
outreach at the John Locke Foundation.
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COMMENTARY
EDITORIALS

JOHN
HOOD

After Obamacare
A chance for market reforms

EDITORIALS

Political Lawsuit
USDOJ’s suit is partisan theater

Preening Is
Not a Rebuttal

After the 2010 elections put 
North Carolina’s legislature 
in the hands of Republicans 

for the first time in more than a cen-
tury, state policy began a turn to the 
Right — that much is indisputable.

In 2011, the General Assembly 
rejected then-Gov. Bev Perdue’s call 
to extend a sales-tax increase cost-
ing taxpayers more than $800 mil-
lion a year, with a disproportionate-
ly heavy burden on lower-income 
families. Instead, conser-
vative lawmakers allowed 
the sales tax rate to fall, 
balanced the budget with 
spending reductions and 
government reorganiza-
tion, and began reforming 
the state’s tort system and 
regulatory process.

After Gov. Pat Mc-
Crory’s election in 2012, 
a strengthened conserva-
tive majority replaced the 
state’s anti-competitive 
income tax with a flat 
tax, enacted further regulatory 
reforms, phased out teacher tenure, 
strengthened school accountability 
and vocational education, expanded 
parental choice and competition 
in education, reformed the state’s 
unemployment-insurance system, 
and reshaped the Department of 
Transportation.

North Carolina’s new conser-
vative leaders enacted these policies 
with the expectation that they will 
promote job creation and economic 
growth. In each case, there is sound 
empirical support for the choices 
they made.

Of course, that doesn’t mean 
that each policy is destined to de-
liver the desired results. If problems 
were easy to solve, they’d have 
been solved a long time ago. At the 
very least, however, lawmakers act-
ing in good faith ought to have been 
challenged on the merits of their 
proposals, not attacked as idiots or 
accused of trying to destroy North 
Carolina’s governmental institu-
tions and middle class.

Unfortunately, such behav-
ior was too much to ask from a 
panicked, embittered Left. While 
some liberal lawmakers, activists, 
and commentators did engage in 
substantive debate, many others 
resorted to character assassination 
and ludicrous conspiracy theories. 
They peddled misinformation to in-
experienced or credulous reporters. 
They compared their opponents to 
segregationists and neo-Nazis. The 
result was the circus atmosphere of 
a university sit-in, not a conversa-
tion among grown-ups.

Perhaps it was just too chal-
lenging to construct substantive 
responses to empirical evidence. 
For example, liberal critics said that 
lawmakers should have increased 
state spending on education, in-
frastructure, Medicaid, and other 
programs, even if higher taxes were 
needed.

What does the empirical 
evidence say? Of the hundreds of 
peer-reviewed studies published on 

these subjects since 1992, 
nearly two-thirds show 
a positive link between 
lower taxes and economic 
growth. But only 38 per-
cent show positive eco-
nomic effects from higher 
spending on education, 
and only 44 percent show 
positive effects from high-
er infrastructure spend-
ing. There is virtually no 
evidence for such effects 
from higher spending on 
Medicaid or other public-

assistance programs.
A new study from economists 

at the New York Fed used an in-
novative technique for testing the 
effects of unemployment-insurance 
benefits on the labor market. They 
examined counties on the borders 
of states with differing UI policies. 
Because the economies of adjoining 
counties are otherwise similar, such 
a model has a good chance of isolat-
ing the effects of state policy from 
other causal factors.

The Fed researchers found that 
extending unemployment-insur-
ance benefits results in higher levels 
of unemployment. While extended 
benefits tend to discourage recipi-
ents from accepting available jobs, 
the much-bigger problem is that 
extended benefits discourage the 
creation of new jobs — by holding 
wages above the market-clearing 
rate, for example, or signaling to po-
tential employers that payroll taxes 
must rise in the future.

A reasonable interpretation 
of this and related econometric 
research is that by reducing the 
average duration of UI benefits, 
the North Carolina legislature has 
increased the incentive for employ-
ers to create jobs and for workers to 
fill them.

Personal attacks and adoles-
cent preening won’t rebut these 
insights. If they want to be taken 
seriously, liberals need to do their 
homework and come up with better 
arguments.                                        CJ

John Hood is president of the John 
Locke Foundation.

Obamacare is going to collapse. 
North Carolina officials and 
citizens need to start thinking 

about what comes next.
While technical glitches on the 

health insurance exchanges are getting 
a lot of attention, that’s not the real 
problem. The so-called Affordable 
Care Act is flawed fundamentally. 
Even if it “works,” in the sense that 
people navigate their way to signing 
up, it won’t work as originally intend-
ed: to expand access to health care 
services without sacrificing quality or 
affordability.

Obamacare’s defenders are plan-
ning to pin the blame for premium 
hikes on insurance companies. They 
need to blame themselves because 
they can’t do what they want (increase 
the federal tax penalty for noncompli-
ance with the individual mandate), 
and they won’t do what conservatives 
want (lift federal mandates on both in-
dividuals and exchange-plan benefits 
to attract willing, low-risk customers 
with low-cost health plans).

There is a profound lack of real-
ism on both sides. Obamacare defend-
ers think Americans are about to fall 
in love with the program. Obamacare 
opponents think Americans are about 
to rise up to demand its immediate 
repeal. In reality, most people get their 
health insurance from self-insured 
plans, large-group plans, or govern-

ment plans such as Medicare and 
Medicaid. They don’t yet see a direct 
link between Obamacare’s flaws and 
their own financial and medical cir-
cumstances.

Here’s the most realistic path 
forward after the flaws of Obamacare 
become undeniable and inescapable 
— and after more sensible people are 
elected to federal office in Washing-
ton.

First, deregulate the exchanges 
to make them compete with private 
insurance exchanges now in the mar-
ket. Second, preserve federal tax cred-
its for individual purchase of health 
plans or services, but make them sim-
pler and universal. Third, create viable 
high-risk pools to subsidize those with 
expensive pre-existing conditions in 
the most rational way. Fourth, remove 
all remaining tax and regulatory barri-
ers to the growth of consumer-driven 
health plans, which really do reduce 
the cost of health care. Finally, use a 
premium support model to reform 
Medicare and transfer able-bodied 
Medicaid recipients into truly private 
exchange plans.

The process will occur gradu-
ally, assuming that Washington and 
the states accommodate it. The Left 
won’t get its preferred outcome — the 
collapse of private insurance and the 
adoption of Medicare/Medicaid for 
all. But for everyone else, it’ll do.      CJ

The decision by U.S. Attorney 
General Eric Holder to file a 
lawsuit alleging that North 

Carolina’s new election law violates 
the federal constitution and Voting 
Rights Act is little more than a ploy 
to increase Democratic turnout in the 
2014 election.

Holder and his team know that 
the chances of getting federal courts 
to strike down the state’s election law 
are remote. The U.S. Supreme Court 
recently has upheld voter ID. The 
prevailing understanding of federal 
law is that such requirements are not 
the equivalent of poll taxes and do not 
infringe on the right to vote.

Holder’s other claims that our 
changes in election law amount to 
voter suppression are ridiculous. 
There’s no federal constitutional right 
to vote early or register to vote on 
Election Day, for instance.

Most likely, the goal is electoral, 

not legal.
Because President Obama is not 

on the 2014 ballot, the electorate may 
look more like 2010 than like 2008 and 
2012. Republicans could well pick 
up congressional seats and, in North 
Carolina, protect most of their recent 
gains in legislative and local races. 

The Obama administration’s 
election law challenge tries to bestow 
two political gifts. First, the lawsuit 
furthers the false narrative that Re-
publicans are turning the clock back 
on civil rights, a narrative designed to 
boost turnout among the Democratic 
base in 2014. Second, if that gambit 
fails and the GOP does well in 2014, 
Democrats will campaign in 2016 on 
the claim that Republicans succeeded 
in suppressing the vote! 

Either way, Holder’s actions are 
best interpreted as political theater, 
not as a serious attempt to protect 
rights that never were imperiled in the 
first place.                                              CJ
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Markets and Weightlifting

MICHAEL
WALDEN

Transit
Policy

EDITORIAL BRIEFS

To transit advocates, Southern California 
is seen as a sort of paradise lost, a region 
that once had numerous streetcars but will 

require billions of dollars of public money to 
restore extensive rail transit service. This view 
is misguided, writes Joel Kotkin in the Orange 
County Register.

Transit works best in metropolitan areas 
like New York City or Washington, D.C., with 
a high percentage of jobs in a central business 
district. That isn’t the case with Southern Cali-
fornia, as only 3 percent of area residents work 
in downtown Los Angeles. Engaging in social 
engineering to compel people and businesses to 
locate into high-density developments is not as 
simple as advocates make it seem. Coercively 
increasing density can make home prices unaf-
fordable for many families, pushing economic 
growth to competing regions.

Costs matter, says Kotkin, and rail lines are 
an expensive transportation option that takes re-
sources from other transit alternatives, especially 
the bus lines that the poor rely on.

“As we attempt to figure out ways to 
improve both the environment and people’s 
economic prospects, innovative 21st-century 
solutions — from telecommuting to car-sharing 
— may prove more effective than relying on the 
19th-century technology of rail,” says Kotkin.

“We should not blindly follow transit ideol-
ogy but focus on how to improve people’s mobil-
ity in ways other than the overpriced, inefficient, 
and often far-less-equitable solutions being 
bandied about today.”

Contracting park operations
In 2010, Arizona closed its money-losing 

Red Rock State Park. An adjacent U.S. Forest 
Service park continues operating and actually 
generates income for the federal government. 
The difference is that the Forest Service contracts 
with private companies to run its parks, writes 
Warren Meyer in a case study for the Property 
and Environment Research Center.

Labor costs typically represent more than 
80 percent of the operating costs of public parks. 
Park agencies like to hire full-time staff, par-
ticularly outdoor education and environmental 
science majors. That’s a poor fit for the work that 
needs to be done at parks, which is seasonal and 
often involves activities like bathroom cleaning 
and landscaping.

When the Forest Service contracts with pri-
vate operating companies, the service gets a slice 
of the revenues generated by the park and retains 
control of its character, facilities, and services. 
Private concessionaires must meet the Forest 
Service’s standards, but they typically do so at a 
lower cost than the government agency and still 
earn profits. 

Lower costs also mean that private op-
erators can charge less than state-run parks. In 
California, state parks charge $30 a night for a 
no-hook-up campsite while the private contrac-
tors running Forest Service lands typically charge 
between $16 and $22 a night for a similar camp-
site, Meyer says.                                                       CJ

For more than 40 years, I’ve enjoyed weightlift-
ing as a break from economics and as a form 
of exercise. I’ve even participated in some 

contests. Age has forced me to slow down a bit, 
although I can still “deadlift” — lifting the weight 
off the floor to a standing position — close to 600 
pounds.

If you hang around weight rooms like I do, 
you’ll notice a common shape to much of the equip-
ment. Take a dumbbell, for 
instance. It has an equal amount 
of weight on both sides, con-
nected by a narrow handle used 
for gripping. Or, when I do a 
deadlift off the gym floor, I hold 
and lift a relatively light bar that 
has much heavier weights (in 
the form of plates) on both sides.

I’m telling you this because 
our current job market looks a 
lot like a dumbbell or the bar 
and plates I pull for a deadlift. 
What we’re seeing in the job market is job growth at 
the two ends of the market — the high-pay end and 
the low-pay end — with very little job growth in the 
middle.

A recent study confirmed this description of 
the national economy. Since early 2010 — when the 
job market started to improve — through 2012, the 
occupations adding the most jobs were food prepar-
ers and personal care workers at the low end of the 
pay scale, and management, computer, finance, and 
advanced health care practitioners at the high end 
of the pay scale. 

We’ve seen the same pattern in North Caro-
lina. From 2010 to 2012, the largest job gains have 
been food prep and personal care workers paying 
relatively low wages, and finance and advanced 
health care workers receiving relatively high wages. 

Why is this pattern occurring? A big part of the 
answer is technology. Computers and other infor-
mation technology devices have taken the place of 
people for many routine-oriented jobs — that is, 
jobs that a machine can be programmed to do. Fac-
tory jobs are a good example. Many say the factory 

of the future will have robots doing all the work, 
with only a few people behind the controls.

In contrast, it’s more difficult to use technolo-
gy to replace workers where direct personal contact 
is needed — as with food prep and personal care 
jobs — or where decisions are very complex — such 
as finance, management, and medical diagnoses. 

There are other possible reasons for the pat-
tern. Traditionally, construction and construction-
related jobs have been mainstays of middle-paying 
positions. Yet these occupations were devastated 
with the crash of the residential housing market, 
and they have yet to come back.

Most economists think there eventually will be 
a rebound in construction jobs, and if they’re right, 
that will be good news for shoring up the middle 
of the pay ladder. In the late 1990s and early 2000s, 
losses in manufacturing jobs were absorbed by 
gains in construction jobs.

Perhaps the most interesting explanation for 
the lack of growth in middle-paying jobs has to do 
with supply, and not demand. That is, it’s not that 
companies don’t want to hire people for jobs in 
the midrange of the pay distribution; there simply 
aren’t a sufficient number of people trained for 
these jobs.

One forecast suggests that by 2020, the na-
tion could face a shortage of close to 900,000 skilled 
manufacturing and technical workers, such as ma-
chinists, welders, and machinery operators. Perhaps 
more could be done in schools — especially high 
schools — to offer training in these fields. 

The “dumbbell” shape of today’s job market 
has impacts beyond just where people work. Our 
country long has been known as a middle-class 
nation; indeed, most people identify themselves as 
“middle class.” But the growth in jobs at both ends 
of the pay scale (low and high) reduces the size of 
the middle class, leaving profound implications 
for social cohesion, income inequality, and income 
mobility.

This is heavy-duty stuff — just like in the 
weight room!                                                                 CJ

Michael Walden is a William Neal Reynolds Dis-
tinguished Professor at N.C. State University.
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Better Roads, Better Jobs, Better Schools

Governor Should Value Competence Over Loyalty

ANDY
TAYLOR

When Pat McCrory cam-
paigned for governor in 
2012, he emphasized his 

abilities as a manager. He talked about 
his experience running the state’s 
largest city for a decade and a half 
and pointed to the many occasions he 
brought the expertise and energy of 
large and diverse groups of talented 
people to bear on 
significant prob-
lems facing Char-
lotte. He argued 
that spending on 
state government 
functions would 
need to be con-
trolled but any 
cuts would not 
be punitive and 
compensated for 
by more efficient 
use of public re-
sources. McCrory also contrasted the 
wholesome governance of his tenure 
as mayor with the corruption Demo-
crats had brought to Raleigh over the 
preceding decade. It was an appealing 
message that did much to explain his 
12-point victory. 

 Because ethics and compe-
tence were such an important part 
of McCrory’s campaign, the recent 
controversy surrounding the Depart-
ment of Health and Human Services 
is particularly harmful to the political 
strength of his administration and his 
re-election prospects. North Carolina 
is now a polarized purple state, and 
the governor is never likely to win 

over liberals, no matter what he does. 
But given any Republican candidate 
running statewide needs the support 
of a significant proportion of inde-
pendents and possibly a reasonable 
number of Democrats, he hardly can 
afford to alienate those who support 
his policy positions. 

 Two matters at DHHS have 
been particularly damaging. The first 
is the high pay given to young staff 
members and the generous severance 
to a former and now current lobbyist 
who served in the agency for just one 
month. In August, two 24-year-old 
former McCrory campaign staffers 
were given raises exceeding $20,000 
for their work at DHHS, making 
them, at about $85,000 annually, paid 
approximately 190 percent of the 
average state employee’s salary. As 
“exempt” workers who serve at the 
pleasure of the governor, their posi-
tions did not have to be advertised, 
but their salary increases never have 
been justified to the satisfaction of the 
public. DHHS Secretary Aldona Wos’ 
first chief of staff, Thomas Adams, 
effectively was paid more than $50,000 
for 32 days’ work when given $37,000 
in severance soon after he was ap-
pointed to the position. 

 This is consistent with the sort 
of cronyism and disregard for stan-
dard procedures that McCrory railed 
against in his campaign. It also is a 
symptom of the staffing challenges 
he faced upon taking office. With no 
Republican governor in North Caro-
lina since 1992, the party could not 

cultivate a reserve of talent to com-
mand the vast machinery of state 
government. Its traditional supporters 
in business find the public sector less 
appealing than Democrats who popu-
late law and academia. 

Moreover, before taking office 
McCrory had little connection to the 
General Assembly and state party 
leadership. His search for human 
capital led him naturally to his own 
political allies, those he knew through 
his campaigns and who had assisted 
his advancement. McCrory’s ties to 
his staff, therefore, tend to be informal 
and crafted from personal relation-
ships. As a result, the governor is 
surrounded by friends he considers 
equals — Wos, for example, was a 
principal fundraiser for McCrory and 
is doing her job for $1 a year. When 
scandals occur, the tendency is not to 
sacrifice people for the broader politi-
cal interests of the enterprise. It is to 
back them up.  

 Second, DHHS has been 
roiled by a number of problems with 
the distribution of health care and 
welfare benefits, the timely and ac-
curate payment of vendors, and the 
administration and evaluation of 
Medicaid, a program that already has 
lost its director. 

In an era of polarization, advo-
cacy groups, and cable news and talk 
radio shows, we tend to view politics 
as battles of ideas and policy posi-
tions. What many people want from 
their governor, however, is strong, 
capable leadership that produces good 

results. If the state is running well and 
its economy is strong, these individu-
als will support a chief executive of 
any political stripe. In light of this and 
McCrory’s advertised strengths, the 
story of George W. Bush’s presidency 
provides a useful lesson. Bush’s public 
approval ratings began a steep decline 
in the late summer and early fall of 
2005, as Americans judged his ad-
ministration’s response to Hurricane 
Katrina and the deteriorating situa-
tion in Iraq. Many people who did not 
particularly agree with Bush on policy 
had respected his leadership over the 
previous four years or so. Goodwill 
evaporated very quickly when his 
competence was called into question. 
The events at DHHS threaten to dam-
age McCrory’s reputation as a man-
ager in a similar way. 

 Liberals in the media are 
happy to report on these events. The 
First Amendment gives them every 
right to do so. McCrory should not 
take solace in an argument that this is 
an ideological crusade, however. From 
survey data and personal conversa-
tions, I get the sense there has been a 
visceral reaction to these events and 
that even many conservatives are 
upset. The governor needs to address 
episodes like these quickly if he is to 
maintain an advantage on matters of 
competence and ethics.                        CJ

Andy Taylor is a professor of politi-
cal science in the School of International 
and Public Affairs at N.C. State Univer-
sity.

Much has transpired since the 
General Assembly adjourned 
this summer.

As I read the newspaper re-
ports and observed the session from 
a distance, I think 
it’s fair to say 
there was some 
disagreement and 
tension between 
Republicans in 
the House and 
the Senate, and 
between General 
Assembly Repub-
licans and the 
McCrory adminis-
tration.

To some 
degree, this is pre-
dictable, as Repub-
licans now are completely in charge 
of state government for the first time, 
I think, since Moses walked the Earth. 
There may be a little literary license 
taken there, but you get the point.

It may be a shock to some, but 
different factions of the Republican 
Party differ on policy prescriptions 

for the state, and, frankly, disagree on 
how best to govern.

But I would encourage my Re-
publican and conservative brethren to 
view their accomplishments over this 
short period of time.

I see what transpired as historic 
in scope and speed.

Let’s examine key areas where 
conservatives and Republicans made 
a difference.

I have stated for quite some 
time that if the public sees progress 
on three key issues, Republicans will 
maintain control of state government, 
not only in 2014 but in 2016 as well.

To buttress my point, it is 
instructive to look back at the 1984 
campaign of former Gov. Jim Martin.

His main theme was simple, yet 
effective: “Better roads, better jobs, 
better schools.”

So, let’s talk about these issues.
After decades of Govs. Jim Hunt, 

Mike Easley, and Bev Perdue using 
transportation tax revenues to finance 
pork-barrel projects, Republicans 
changed the deal.

Instead of kowtowing to fat-cat 

contributors, Gov. Pat McCrory and 
the General Assembly rewrote the 
spending formulas, with the goal of 
making our roads more driver-friend-
ly and less congested. The Republi-
can/conservative team set priorities 
based on transportation needs rather 
than political considerations.

And let’s be clear — setting pri-
orities and eliminating pork will help 
create jobs and lower North Carolina’s 
unemployment rate.

Fixing potholes and improving 
our highway infrastructure are good 
policies and great politics.

The tax reform package that 
became law this year greatly enhanced 
North Carolina’s national ranking by 
the esteemed Tax Foundation in Wash-
ington, D.C.  

“With one stroke, North Caro-
lina’s business tax climate improved 
from No. 44 in the nation to No. 17,” 
noted John Locke Foundation vice 
president for research and resident 
scholar Roy Cordato. 

“Beyond the improved rank-
ing, the decision to lower and flatten 
rates unquestionably meets the goal 

of a pro-growth tax reform,” Cordato 
added

To an old Reagan/Kemp supply-
sider, this is music to my ears.

This tax reform will leave 
businesses more dollars to invest in 
equipment and more dollars to hire 
employees. And make no mistake: 
Families will have more money in 
their pockets.

Finally, to my last key, education: 
Replacing teacher tenure with multi- 
year contracts, introducing merit pay, 
and assigning schools performance-
based letter grades are all major 
reforms. As are strengthening charter 
schools and offering private-school 
scholarships to as many as 13,000 stu-
dents with below-average household 
incomes or special learning needs.

Is there more to do? Yes. But 
this Republican governor and this 
Republican General Assembly are off 
to a great start. In the process, they 
will provide North Carolinians with 
“better roads, better jobs, and better 
schools.”                                             CJ

Marc Rotterman is a senior fellow 
at the John Locke Foundation.

MARC
ROTTERMAN
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Obamacare ‘Navigators’ to Get Real Navigators (a CJ parody)

E.A. MORRIS
FELLOWSHIP FOR EMERGING LEADERS

The E.A. Morris Fellowship is seeking principled, energetic applicants for the 2014 Fellowship class.
Applications available online or at the John Locke Foundation. Application deadline is December 6, 2013. 

Please visit the E.A. Morris Fellowship Web site (www.EAMorrisFellows.org) for more information,
 including eligibility, program overview and application materials.

www.EAMorrisFellows.org
Contact Karen Palasek | kpalasek@johnlocke.org

200 W. Morgan St., Ste 200 Raleigh, NC 27601 | 919-828-3876 | 1-866-553-4636

March 21-23, 2014: Retreat 1 — Pinhurst, NC 
June 13-15, 2014: Retreat 2 — Blowing Rock, NC
October 17-19, 2014: Retreat 3 — Coastal NC
February 7-8, 2015 Fellowship ends/Hello Goodbye Gala

Eligibility
        • Must be between the ages of 25 and 40, must be a resident of North Carolina and a U.S. 
citizen • Must be willing to complete a special project requiring leadership and innovative 
thinking on a local level • Must be willing to attend all program events associated with the fel-
lowship • Must not be the spouse of a current or past Fellow.

September 15, 2013: Application period opens 
December 6, 2013: Applications due 
January 3, 2014: Finalist notifiction & invitations to Selection Weekend
February 1-2, 2014: Hello/Goodbye Gala & Selections Weekend

Timeline

By freD noonan
Navigation Correspondent

RALEIGH

After several weeks of system-
atic failures from the federal 
government’s Internet portal 

that allows Americans to sign up for 
health insurance under Obamacare, 
North Carolina will be the site of a pi-
lot program through which the Obama 
administration will provide sport-util-
ity vehicles for the health program’s 
“navigators” so that they can contact 
uninsured citizens at their homes. 

“Navigators” are individuals 
hired with federal tax dollars who field 
telephone calls and handle questions 
from individuals who are trying to 
sign up for medical insurance on the 
health care website. 

“The navigators for Healthcare.
gov are going to get real Lincoln Navi-
gators,” said Health and Human Ser-
vices Secretary Kathleen Sebelius at a 
press conference at East West Lincoln 
in Hyattsville, Md., the only Lincoln 
dealership inside the Capital Beltway. 

Widespread problems with the 
website — including multiple reports 
of consumers spending hours trying 
but failing to purchase coverage — led 
the Obama administration in late Oc-
tober to extend the penalty-free enroll-
ment period by six weeks, to March 
31, 2014. The most optimistic estimates 
suggest problems with the website 
may not be resolved before early De-
cember.

“Since our navigators can’t get 
online either — they have to use the 
same crappy website as the rest of us 

— the secretary decided we needed 
to give them something to do,” said 
an HHS official who wished not to be 
named. “Why not let them make house 
calls?”

North Carolina is one of 34 states 
that chose to use the federal govern-
ment’s portal, or “exchange,” to sign 
up residents, rather than creating its 
own exchange. Sebelius said the fact 
that U.S. Sen. Kay Hagan, a Democrat, 
was running for re-election in 2014, 
had nothing to do with North Caro-
lina’s selection.

Under the proposal, navigators 
would drive the vehicles to the homes 
of people who had accessed Health-
care.gov but been unable to enroll in a 
policy. 

Sebelius said President Obama at 
first objected to buying vehicles from 
Lincoln, since it is a division of Ford 
Motor Company, which did not receive 
a taxpayer bailout from his administra-

tion. But Sebelius said it was necessary 
to purchase Navigators to keep the 
Obamacare message consistent. “If a 
Navigator driving an Escalade came 
up to your door, it might be confus-
ing,” she said.

She added that Obama wanted 
the vehicles to be green — all-electric 
rather than gasoline-fueled or even 
gas/electric hybrids. Sebelius said she 
had to convince the president that elec-
tric Navigators would be a mistake. 

“You can drive them only a few 
dozen miles before the charge runs 
out,” she said. “And some of them 
catch on fire.” In addition, she said, 
there are few charging stations near 
the rural communities where large 
numbers of uninsured North Carolin-
ians live. “Could you imagine the op-
tics: Dozens of abandoned Navigators, 
littering the back roads of North Caro-
lina, some of which caught on fire? We 
don’t need any more train wrecks.”

All the Navigators will be 2014 
models, either black or white. Sebelius 
said this decision was made to protect 
consumers from fraud.

“If anyone shows up at your 
house driving a blue Navigator or a 
red one, then you know it’s a scam,” 
she said. “Don’t give them any of your 
personal medical or financial informa-
tion.”

Sebelius also urged consumers to 
be on the lookout for Navigators that 
were repainted black or white in an at-
tempt to fool people. 

“If you’re suspicious, you could 
ask the person to let you look under 
the Navigator’s hood and look for 
paint overspray,” she said.

But she added that consumers 
should not turn in anyone who repaint-
ed a Navigator to the police. “Have 
them call me at our hotline: 800-318-
2596,” she said. “Anybody with that 
kind of initiative may be smart enough 
to fix our website.”                            CJ

Carolina Journal found this fleet of Obamacare Navigators at a location that used to be ACORN headquarters. (CJ spoof photo)


