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CSX to get $700k subsidy for every job created

Charter advisory board ‘frustrated’ with process
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By Don Carrington
Executive Editor

ROCKY MOUNT

The Carolina Connector, a $272 
million Edgecombe County 
transit hub for CSX railroad, 

would receive taxpayer subsidies from 
the state of North Carolina of at least 
$700,000 for each of the 149 jobs the rail 
project is projected to create — for jobs 
that are expected to pay an average of 
$64,000 per year.

That’s one of several anomalies 
associated with the CSX project, which 
was announced July 19 by Gov. Pat 
McCrory and a host of other state lead-
ers at North Carolina Wesleyan Col-
lege, roughly one-quarter mile from 
the project. The Carolina Connector 
initially was slated for a location in 
Johnston County near Selma, but sig-
nificant opposition from local land-
owners left state officials scrambling to 
find a new site.

Among the other unusual aspects 
of the Carolina Connector project are:

• A $4.3 million subsidy from 
JDIG, the state’s Job Development and 
Investment Grant incentives program, 
was added on July 19, the date the 
Rocky Mount location was unveiled. It 
was not part of the $100 million subsi-
dy that CSX requested in 2014 when it 
approached the state about the project. 
(A story in The News & Observer of Ra-
leigh said CSX would get $22.1 million 
in additional subsidies.)

• CSX facilities similar to the 
Carolina Connector recently built in 

Chambersburg, Pa., and North Balti-
more, Ohio, were completed without 
major taxpayer assistance from their 
states, company officials have con-
firmed to Carolina Journal. The com-
pany consistently has maintained that 
the Carolina Connector would not be 
viable without $100 million or more in 
subsidies from N.C. state government.

• Even though job projections 
produced by CSX say “over time” the 
transit hub would create 1,500 jobs 
statewide, the project also could elimi-

nate a significant number of jobs from 
truck drivers who would be displaced 
by shifting cargo to rail. This conver-
sion would “enable the new terminal 
to eliminate more than 16 million truck 
miles annually from heavily traveled 
North Carolina highways, the equiva-
lent of eliminating 270,000 truck trips 
from the roads each year,” a CSX state-
ment said. Some if not many of those 
trips would involve North Carolina-
based truck drivers who would lose 
those routes. Neither CSX, the N.C. De-
partment of Transportation, nor con-
sultants hired by NCDOT developed 
estimates of job losses in the trucking 
industry.

• The project’s success depends 
on delivering cargo slower and cheap-
er than is accomplished by using only 
trucks. “While the cost of truck/rail 
intermodal moves are [sic] generally 
lower than that of trucking for ship-
ments over 500 miles, transit times are 
often worse. In most cases, intermodal 
rail poses [a] trade-off whereby inter-
modal rail is less expensive but slower 
and less convenient when compared 
to trucking,” according to a study pre-
pared for NCDOT.

CSX will spend at least $150 mil-

Rail hub also would
displace N.C.-based
truck drivers

Continued as “CSX,” Page 12

The southwest corner of the CSX transit hub property is near this spot, where the 
railroad crosses College Road in Rocky Mount, near Highway 301 and N.C. Wesleyan 
Collge, whose campus can be seen in the distance. (CJ photo by Don Carrington)

By Kari travis
Associate Editor

RALEIGH

The State Board of Education’s 
Aug. 4 decision to reject five of 
the 13 charter school applica-

tions that were earlier this year ap-
proved by the N.C. Charter School 
Advisory Board led to a resolution of 
protest from the advisory board. 

The resolution, posted Aug. 9, re-
sulted from the advisory board’s feel-
ing of frustration that the time it spent 
reviewing 28 charter school applica-
tions was taken for granted and largely 
ignored by the state board, said CSAB 
vice chairman Steven Walker, who also 
is the general counsel and policy direc-
tor for Lt. Gov. Dan Forest. 

Advisory board members — who 

are responsible for narrowing the field 
of applicants to those schools that are 
fit for operation — feel that the state 
board’s rejections undermined the 
work of the advisory board, Walker 
said.

“There was a lot of effort and a lot 
of time that was put into [the review 

process], and I think that was kind of 
frustrating to see,” Walker said, stating 
that all members of the advisory board 
are charter school experts with strong 
resumes. “We spent … about 30 hours 
in a room talking about these things 
and interviewing people.” 

CSAB members sifted through 
more than 6,600 pages of applications 
and traveled across the state to meet 
with applicants, Walker added. There 
was “all the time we spent reviewing 
the applications beforehand,” he said, 
noting that the state board spent much 
less time studying the charter propos-
als. 

But the state board’s decision to 

Continued as “Charter,” Page 13
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Council of State divided over outside employment
By Dan Way
Associate Editor

RALEIGH

A recommendation that the state might impose ethics-
related restrictions on secondary employment and 
corporate board memberships for the state treasurer 

— and possibly other Council of State officers — drew a 
mixed response from those officials.

At a July 28 meeting of the Investment Advisory Com-
mittee, Blake Thomas, interim general counsel for the De-
partment of the Treasurer, said his goal is to “put together 
a set of concrete pro-
posals” for the IAC 
to consider regarding 
secondary employment 
and corporate board 
memberships. The IAC 
helps state Treasurer 
Janet Cowell develop 
investment strategy for 
North Carolina’s nearly 
$90 billion in retirement 
funds.

“That proposal 
could be a new policy, a 
new state law, or both,” 
Thomas said. “Frankly, 
for it to be truly bind-
ing on a constitutional 
officer like the state 
treasurer, it probably has to be a law, but you [could] set up 
a policy that would be a guidance.”

The ethics issue emerged earlier this year after Cowell 
accepted seats on two corporate boards for compensation. 
The state Ethics Commission approved the action, but Cow-
ell did not advise the retirement board, and some members 
decided the issue was ripe for review.

“The question is whether that law should change,” 
Thomas said of the Ethics Commission approval procedure. 
But in a June meeting with IAC members John Aneralla and 
Michael Mebane, Cowell insisted that “all similarly situated 
personnel across state government” should fall under any 
new guidelines.

At the July 28 meeting, Cowell said IAC members must 
decide what they find objectionable, whether it involves ser-
vice on outside corporate boards or secondary employment. 
“Is it time? Is it money?” she asked, and “what conflicts” 
demand action.

“Under existing law, elected officials and members of 
the governor’s Cabinet may serve on the boards of for-prof-
it corporations and nonprofit corporations, and they may 
have secondary businesses or other employment along with 
their state positions,” Thomas said.

Several members of Gov. Pat McCrory’s Cabinet and 
other Council of State members have held outside jobs or 
served on for-profit corporate boards while in office, he said.

“I don’t know that any voluntary policy can bind a 
state constitutional officer,” Thomas said. “I think many at-
torneys … would say you need to have a constitutional pro-
vision or a law,” and limits imposed on the treasurer also are 
likely to apply to any Cabinet or Council of State member.

“The best way to avoid conflicts of interest is to have 
great transparency, including the news media calling people 
out,” said Secretary of State Elaine Marshall. “Otherwise, 
we have a system housed at the State Ethics Commission. If 
they feel the current system is inadequate, then I think they 
should take the lead in such a discussion.”

Marshall does not have any secondary employment or 
private business ventures, and her only nongovernmental 
board membership is as a volunteer on the North Carolina 
4-H Development Fund Inc. Board of Directors.

State Superintendent of Public Instruction June At-
kinson “does not have any secondary employment,” said 

spokeswoman Vanessa Jeter. “[Atkinson] said she would be 
in favor of restrictions on secondary employment.”

State Secretary of Labor Cherie Berry “does not have a 
secondary business or secondary job that pays her compen-
sation,” said spokeswoman Dolores Quesenberry.

Berry “believes that when you are elected statewide 
by the people, your focus should be on carrying out the du-
ties of the elected office,” Quesenberry said. “There are al-
ready restrictions in place that prohibit secondary employ-
ment that creates a conflict of interest.”

State Auditor Beth Wood said she has “the utmost re-
spect for Janet, and I be-
lieve her to be a person 
of integrity,” but would 
favor restrictions on 
constitutional officers’ 
outside employment.

“The public sees 
what we do as a full-
time-plus job, and I 
just happen to agree,” 
Wood said.

“We hold our po-
sitions every hour of 
every day, so we are 
always on state time. 
Given that it would be 
hard to keep the sec-
ondary employment 
and the Council of 

State job separate.  It would be extremely difficult to moni-
tor whether the taxpayers are getting what they expect,” she 
said.

In addition, many Council of State officers are in-
volved with national and state professional organizations, 
must attend job-related events, and tend to their families, 
along with political and campaign obligations.

“I cannot imagine that any Council of State officer 
could run their agency properly while also sitting on a cor-
porate board or working a second job,” Wood said.

Brian Long, spokesman for state Agriculture Commis-
sioner Steve Troxler, said Troxler has a farm and agricultural 
tourism operation, which are listed on his annual Statement 
of Economic Interest.

“The agritourism operation is small now, but the com-
missioner hopes to eventually grow it into a retirement 
business for his wife. His current involvement is mostly on 
weekends,” Long said.

Troxler “doesn’t think it would be a good idea to re-
strict constitutional officers’ involvement in entrepreneurial 
interests,” Long said.

“He can understand concern about an officer’s in-
volvement with boards or entities that have a connection 
to the office itself, but a blanket restriction on outside em-
ployment may be an overreach,” Long said. “And in the 
commissioner’s case, state law requires the commissioner 
of agriculture to be a practicing farmer.”

Lt. Gov. Dan Forest, an architect, defers his compen-
sation while he is in office, said spokesman Jamey Falken-
bury. He has a financial interest in two real estate firms but 
doesn’t serve on any for-profit corporate boards.

“As for restrictions, our office usually petitions [the 
Ethics Commission] for a ruling before we proceed with 
anything that might be deemed controversial. We would 
honor their ruling on matters,” Falkenbury said.

Noelle Talley, a spokeswoman for Attorney General 
Roy Cooper, said he “does not have a secondary job.”

When asked whether Forest or Cooper would support 
a law or constitutional amendment restricting outside em-
ployment and corporate board service, neither Falkenbury 
nor Talley offered a response.

McCrory and Insurance Commissioner Wayne Good-
win did not offer comment for this story.                          CJ

State Treasurer Janet Cowell, pictured at right during the July 28 meeting 
of the Investment Advisory Committee, has attracted criticism for ac-
cepting paid positions on two corporate boards. (CJ Photo by Dan Way)
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Nonprofit restaurant seeks to help homeless women
By Kari travis
Associate Editor

RALEIGH

Raleigh will add yet another hip 
downtown café this Septem-
ber at the corner of Martin and 

Wilmington streets. But unlike most 
foodie hot spots in the middle of the 
capital’s downtown, this is one that — 
no matter how popular it becomes — 
never will turn a profit.

And that’s exactly the point, say 
founders Jim Freeze and Vicky Ismail, 
two philanthropic entrepreneurs who 
aim to help homeless, struggling wom-
en get back on their feet through work 
and professional training.

Carroll’s Kitchen, a grab-and-go 
deli that will offer artisan soups, sand-
wiches, breads, and pastries to busy 
downtowners, is a nonprofit providing 
jobs and housing to single women who 
are living in shelters, recovering after 
spending time in prison, or looking 
for a way up from similar hardships, 
Ismail said.

Ismail, a long-time restaurateur 
and the current owner of Highgrove 
Estate in Fuquay-Varina, said the idea 
sprouted two years ago when she read 
a magazine article about King’s Kitch-
en, a Charlotte nonprofit with a com-
parable business model.

“It was really exciting to me 

knowing that there was another ac-
complished restaurant that was able 
to pull this off along with some other 
businesses, so it was kind of a dream 
that would be a cool thing to do,” Is-
mail said.

Ismail said her experiences vol-
unteering at Vintage Church and 
working with Raleigh’s homeless pop-
ulation helped her realize the existence 

of a gap in services for single women 
in need of professional training. When 
she pitched the idea of a nonprofit 
startup to Jim Freeze, Vintage Church’s 
former full-time building manager and 
coordinator of ministries with the Ra-
leigh Rescue Mission, he was thrilled.

“At the time I thought, ‘There’s 
got to be more that this church can do 
to help a vulnerable population than 
just give them a safe place,’” Freeze 
said. “And then Vicky came up with 
this idea of, ‘Oh, we can start a res-
taurant. We can employ them.’ And I 
[said], ‘Yes, this is what I’ve been wait-
ing for.’”

The two teamed up to launch 
their nonprofit, founding it in a build-
ing named after the now-deceased Ra-
leigh businessman and philanthropist 
Ernest Carroll. When it became clear 
that CK’s would need a full-time ex-
ecutive director to get business off the 
ground, Freeze quit his job to take on 
the new role. That was one year ago.

Today, as Freeze, Ismail, and a 
handful of other team members work 
to finish painting and refurbishing 
their new rental space on 19 East Mar-
tin Street, they’re now more convinced 
than ever that this restaurant has the 
potential to offer better solutions to 
serve Raleigh’s homeless, Freeze said.

Community support has been 
overwhelming, with local restaurants 
holding fundraisers, and other pro-
fessionals offering their time and ser-
vices to help get the restaurant off the 
ground, Freeze continued.

“When this was still just a con-
cept, people were coming to us and 
saying, ‘This is a really cool idea,’” 
Freeze said. “So if that many people 
just showed up on an idea, I’m really 
excited to see what’s going to happen 
once we actually get the doors open.”

CK’s will cater specifically to 
single women who are looking for a 
way out of homeless shelters, Freeze 
added, citing that group as one of the 
fastest-growing and most underserved 
in Raleigh.

In addition to guaranteeing em-
ployment, the nonprofit will provide 
housing for its employees in partner-
ship with Families Together, a chari-
table housing organization also based 
in Raleigh, Freeze said.

Other nonprofits that will assist 
CK with staffing and training needs 
include Step-Up Ministries, the Wake 
County Salvation Army, and the Ra-
leigh Rescue Mission.

This combination of employment 
and shelter is what makes CK a unique 
and necessary experiment, said Sandy 
Stewart, director of women’s minis-
tries at the Raleigh Rescue Mission. 
Stewart, who so far has helped to place 
one woman in employment with CK, 
said she hopes the restaurant’s model 
of charitable entrepreneurship will 
continue to catch on across the city.

“The program itself is very open 
to [women] eventually finding or may-
be starting their own restaurant, or be-
ing employed with another restaurant, 
being open [to helping] someone else 
come along behind them and beside 
them,” Stewart said. “It is a different 
employment that is probably not what 
they’re accustomed to, because Jim’s 
team is very invested in supporting the 
individual and encouraging them.”

Much of that encouragement 
will come from Nina Sigarto and Liz 
Reedy, CK’s general manager and chef, 
respectively, who will help the restau-
rant’s employees to become skilled, in-
dependent workers.

Reedy, who loves bringing joy to 
others through her cooking, says that 
her goal is to craft delicious, locally 
sourced foods that keep customers 
coming back — while also helping em-
ployees gain chops in the kitchen.

“I love it,” Reedy said. “I have a 
passion for food, and I have a passion 
for teaching. So this is kind of the per-
fect combination of those two things.”

The goal is not just to provide 
jobs, but to help these ladies move on 
with their lives and find new purpose, 
Sigarto added.

“I just hope to be compassion-
ate and patient, and show them how 
things should get done and how we’d 
like them to get done, but also a little 
bit of … understanding that they might 
need a little extra love and attention,” 
Sigarto said. “Whether it be their own 
place, or whether they go to work for 
someone else, this is about making 
sure that they have a good, solid foun-
dation and someone who shows them 
how to do it the right way.”

CK’s commitment to empower 
women over the long term could in-
spire a taste for more projects with 
similar goals, Stewart said.

“The need is great, and I believe 
that investing in people’s lives is very 
rewarding, but it is also helping individ-
uals become self-sufficient and to move 
forward in life,” she concluded.  CJ

www.JohnLocke.org
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NORTH CAROLINA PUBLIC POLICY
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www.JohnLocke.org is a great starting place for tracking  
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which to be an informed 
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Visit www.JohnLocke.
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Carroll’s Kitchen head chef Liz Reedy prepares lemon butter cookies during a test 
run of the restaurant’s menu. (CJ photo by Kari Travis)
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Critics: State retirement fund underfunded and losing money
By Dan Way
Associate Editor

RALEIGH

North Carolina’s public em-
ployee retirement system is 
underfunded, bled more than 

$2 billion in red ink in the most recent 
12-month period reported, and is out-
performed by most other states, data 
show.

Republican state treasurer can-
didate Dale Folwell, a certified public 
accountant, said that if he is elected in 
November’s general election, he im-
mediately would conduct a compre-
hensive assessment of asset allocations 
and the fees paid to investment man-
agers.

“As a CPA, we tend to look at 
not what’s required to be reported, but 
we’re trying to look at cash flow. And 
the cash flow of the state pension plan 
was a negative $2 billion in the last 12 
months,” Folwell said.

“More importantly, it confirms 
that the state pension plan has not 
achieved its stated rate of return the 
last 15 years, and I think it has a low 
probability to achieve that in the next 
20 years,” Folwell said.

“The first 30 days that I’m there 
I’m going to commit to finding out 
where this money is, who’s managing 
it, how good they are at managing it, 
and how much they get paid to man-
age it,” Folwell said.

Democratic treasurer nominee 
Dan Blue III disputed Folwell’s assess-
ment and methodologies, saying, “The 
pension is not funded on a pay-as-you-
go basis.”

If elected, Blue said, he would be 
“committed to finding ways to reduce 
costs without increasing the risk in 
our investments or losing sight of our 
long-term perspective. That includes 
bringing certain functions inside and 
using the size of our pension to negoti-
ate better deals when those functions 
are delegated outside of the treasurer’s 
office. In both cases, I believe, it is im-
portant to make the process and the 
investments more transparent to the 
public.”

Blue said a change in administra-
tion “is always a good opportunity to 
re-evaluate our investments and how 
we fund the pension to fulfill our ob-
ligations.”  

Brad Young, spokesman for State 
Treasurer Janet Cowell, said, “We un-
derstand that there are concerns about 
pension funding nationally. It is Trea-
surer Cowell and the department’s 
priority to protect and grow the retire-
ment funds for the benefit of the public 
servants who have worked hard and 
earned their benefits.”

He said Cowell “has worked to 
shore up the retirement funds in the 
aftermath of the financial crisis,” kept 
fees low at about 0.5 percent of the 
fund, and reformed the funds’ over-
sight by increasing ethics and trans-
parency.

The state treasurer worked with 

Buck Consulting and the Investment 
Advisory Committee, which assists 
Cowell in developing investment strat-
egy, to review the retirement funds’ as-
set allocation over the past year, Young 
said.

The state pension plan assumes 
an annual 7.25 percent rate of return on 
investment. But information distrib-
uted at a recent meeting of the Invest-
ment Advisory Committee showed the 
Teachers and State Employees Retire-
ment System had 0.8 percent growth.

The situation is no better with 
other retirement plans managed by 
the treasurer’s office that also carry a 
7.25 percent anticipated rate of return. 
The Local Government Employees Re-
tirement System showed 1.7 percent 
growth. The judicial retirement growth 
was negative 1.3 percent.

Folwell said there is no acknowl-
edgement of problems caused by main-
taining an unrealistic rate of return.

“I’m going to recommend to the 
oversight boards that deal with these 
issues that the assumed rate of return 
be lowered because it is the truth,” he 
said.

“The retirement Board of Trust-
ees and the IAC took up the question of 
whether to lower the assumed invest-
ment rate of return earlier this year, but 
the Board of Trustees approved main-
taining the 7.25 percent long-term an-
nual return assumption,” Young said.

Information released at the In-

vestment Advisory Committee meet-
ing showed the TSERS plan has $65 
billion in assets, but $68.7 billion in li-
abilities, meaning it is funded at only 
94.64 percent. The LGERS account was 
98.09 percent funded, and the judicial 
plan was 92.41 percent funded.

In the 12-month period reported, 
the TSERS plan had contributions of 
$2,057,963,297, but paid out benefits 
totaling $4,098,385,865, for a net cash 
outflow of $2,040,422,568. The LGERS 
fund had a negative cash flow of $376.4 
million, and the judicial plan paid out 
$8.9 million more than it took in.

But Young said North Carolina’s 
actuaries recently estimated the TSERS 
plan is actually 95.6 percent funded, 
according to more recent data, giving it 
the third-highest funding ratio among 
public pension funds in the country.

During the IAC’s public meet-
ings “it was recognized that the low-
interest-rate environment will likely 
continue to keep investment returns 
relatively low for a period of time,” 
Young said.

But the General Assembly’s con-
servative funding policy, and the de-
partment’s “long-term and low-cost 
diversified investment strategy should 
keep the retirement funds among the 
most solid pensions in the nation,” 
Young said.

“[O]ur plan is not performing 
well, and it doesn’t ring an alarm for 
us. This is not news for us. It’s been a 

three-alarm fire for a long time as far as 
we’re concerned,” said Ardis Watkins, 
spokeswoman for the 55,000-member 
State Employees Association of North 
Carolina.

Watkins faults what she calls 
Cowell’s high-risk investment strategy, 
which receives the General Assembly’s 
blessings.

“I don’t know why this issue is 
not catching hold because economists 
from Duke [University], from N.C. 
State [University], from all over the 
country, have said that the fees asso-
ciated with these high-risk, high-fee 
alternative investments … eat up so 
much of your plan that they’re a prob-
lem,” Watkins said.

But the public is kept in the dark 
by the treasurer’s office about who 
those investment managers are and 
how much they are paid by North Car-
olina taxpayers, she said.

“Most of the information about 
the investment managers for our al-
ternative investments is redacted,” 
Watkins said, “and the answer you get 
to why it’s redacted is it’s all trade se-
crets. So I can’t tell you who they are.”

Watkins contends that, during her 
seven years as treasurer, if Cowell sim-
ply had put the retirement investments 
in an indexed mutual fund with a port-
folio mix similar to the investments of 
former state Treasurer Harlan Boyles, 
the fund would have performed 2.7 
percent better.                                 CJ

Data compiled by Ron Elmer, a certified public accountant who lost to Dan Blue III in the Democratic primary for treasurer, shows 
that North Carolina ranked No. 40 among 44 states for which data were available for annualized investment returns over the past 
five years. Elmer, who has called state retirement investments into question, says the state pension fund has underperformed 
by 1.2 percent annually compared to the average public pension fund.  (Graph provided by Ron Elmer)
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Surgeon: CON laws cost state plan $250 million annually

Books authored By JLF staFFers

By John Hood
President of the 
John Locke Foundation
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of advertising and beyond ... 
Highly recommended.”

Choice
April 2006

Selling the Dream
Why Advertising is Good Business

www.praeger.com

Chairman of the
John Locke Foundation

By Dan Way
Associate Editor

RALEIGH

A Durham orthopedic surgeon 
argues that the State Health 
Plan for public employees 

wastes a quarter-billion dollars an-
nually because North Carolina’s cer-
tificate-of-need laws force patients to 
use hospital-based facilities instead of 
physician-operated outpatient surgery 
clinics.

Dr. Richard Bruch, who is on the 
North Carolina Orthopaedic Associa-
tion executive committee, issued that 
assessment in an invited commentary 
titled “A Sea Change in Medicine: Cur-
rent Shifts in the Delivery and Payment 
of Medical Care” in the current issue of 
the North Carolina Medical Journal.

Bruch, a consultant for Triangle 
Orthopaedic Associates who also 
serves as board chairman of the North 
Carolina Specialty Hospital, wrote that 
the state’s CON law, which requires a 
state bureaucracy to approve the addi-
tion or expansion of new medical fa-
cilities, reduces the number of surgical 
procedures performed in outpatient 
clinics and shifts them to more expen-
sive, hospital-based centers. According 
to the medical journal article, to reach 
the national average, 126,000 more pa-
tients would need to use ambulatory 
surgery centers rather than hospital-
based operating rooms.

Since the North Carolina State 
Health Plan pays on average $2,000 
more for each surgery performed in a 
hospital outpatient department than 
it pays for surgery in an ambulatory 
surgery center, Bruch wrote, “this re-
sults in more than $250 million wasted 
annually on ambulatory surgery in 
North Carolina” that the State Health 
Plan could save if the state was at the 
national average for procedures in sur-

gery centers.
“I don’t know that at face value 

I would disagree with that number,” 
state Sen. Ralph Hise, R-Mitchell, said 
of Bruch’s $250 million savings esti-
mate. Hise is co-chairman of the Senate 
Appropriations on 
Health and Human 
Services subcommit-
tee, and co-chairman 
of the Senate Health 
Care Committee.

Bruch’s com-
mentary reinforces a 
point he made earlier 
this year in an inter-
view with Carolina 
Journal and at a legis-
lative hearing, when 
he said most surgical procedures are 
done in an outpatient setting. “More 
than 70 percent of North Carolina sur-
geries each year are ambulatory,” he 
said at the time.

Bruch said that in 2015 the feder-
al Centers for Medicare and Medicaid 
Services “paid 40 percent less for the 
same surgery when performed in an 
ASC compared to a hospital setting.” 
He said the CON law, which limits 
the expansion of ambulatory surgery 
centers, is a “restraint of trade,” a com-
plaint he repeated in his current com-
mentary.

North Carolina certificate-of-
need laws have been “subverted to 
protect incumbent CON certificate 
holders’ profits, not to serve the public 
with low-cost surgery,” Bruch told CJ. 
The present system ensures profits for 
incumbent certificate holders, which 
are mostly hospitals, “at the expense of 
North Carolina patients, and employ-
ers, and government” in higher costs.

“Most analysts I know agree 
CON laws function to protect legacy 
hospitals and should be repealed,” 

said Devon Herrick, senior fellow at 
the Dallas-based National Center for 
Policy Analysis.

North Carolina orthopedists have 
proposed modifying CON laws with-
out limiting ownership of new ambu-
latory surgery centers, Bruch told CJ 
in his earlier interview. “They could be 
owned by hospitals, by physicians, by 
corporations, or by any combination.”

Legislation authorizing that 
change failed to pass in this year’s leg-
islative session. But some lawmakers 
said they will renew the push for CON 
reform in 2017.

“We’re talking about it,” said 
state Rep. Marilyn Avila, R-Wake, 
House chairwoman of the Appropria-
tions on Health and Human Services 
subcommittee, and vice chairwoman 
of the House Health Committee. “The 
whole system is going to have to be re-
jiggered.”

Avila was one of the primary 
sponsors in the last session of House 
Bill 200, a measure seeking what she 
called “common-sense, incremental 
steps” in exempting some of the 25 
medical services and devices regulated 
by CON laws. The bill included ambu-
latory surgery facilities and diagnostic 
centers but did not pass.

“I’m not going to be very ambi-
tious” in projecting major CON chang-
es in the next session absent “a sweep-
ing epiphany” occurring among some 
people, Avila said. “But I think we can 
make progress.”

Avila said she doesn’t want “to 
take a machete to a Gordian knot,” 
noting that most people don’t fully un-
derstand how interwoven all the CON 
components are, from physical struc-
tures to funding.

“That’s one of the reasons I’ve 
been so cautious in making changes” 
such as those proposed in Senate Bill 

702, sponsored by Sen. Tom Apodaca, 
R-Henderson, Avila said. That bill 
called for complete repeal of the CON 
system.

In such a wholesale approach 
“you can do a lot of damage real quick” 
that can’t be fixed or repaired quickly if 
it doesn’t work out, Avila said.

But Hise, who co-sponsored S.B. 
702 with Apodaca, said, “I fully intend 
to sponsor a bill again for the complete 
elimination of certificate of need.” Hise 
also authored, with Apodaca’s help, 
total CON repeal language that was 
inserted in a House-passed bill after 
the original House language naming 
the bobcat as the state cat was stripped 
out. That bill also failed to pass.

Hise envisions legislation includ-
ing a deadline, probably 2021, after 
which all CON requirements would 
end. That would give hospitals a few 
years to adjust to some parts of CON 
repeal while imposing immediate 
eradication of others.

“I think long-term if even health 
care providers themselves are honest, 
and facilities are honest, that they rec-
ognize that CON is not going to be the 
future environment of health care,” 
Hise said.

“The determination of what type 
of facilities you have, what type of 
technology and equipment you have, 
is not going to continue to be able to be 
a state-based formulated system that 
literally takes years to change, or [fails 
to] adapt to technologies, or changes in 
prices, and environments, or popula-
tions,” Hise said.

He said he is “very confident” 
a complete CON repeal would pass 
in the Senate and could pass in the 
House as well if committee chairmen 
allow it to go to the floor for a vote.  CJ

Dr. Richard
Bruch

Finished reading 
all the great articles in 
this month’s Carolina 
Journal? Don’t just 
throw it in the recy-
cling bin, pass it along 
to a friend or neigh-
bor, and ask them to 
do the same.

Thanks.

Share your copy
of Carolina Journal
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North Carolina moves up four spots in Cato’s freedom index
By Dan Way
Associate Editor 

RALEIGH

North Carolina ranks No. 19 
overall and is rising among 
all states in a survey weighing 

policies related to economic and per-
sonal freedoms, according to a major 
national report released that used more 
than 230 variables to set the rankings.

“It definitely sticks out as one of 
the biggest improvers since 2011,” said 
Jason Sorens, a lecturer in the Depart-
ment of Government at Dartmouth 
College, who co-authored the report 
“Freedom in the 50 States” with Wil-
liam Ruger, a research fellow in foreign 
policy studies at the Cato Institute, a 
libertarian think tank that published 
the report.

But North Carolina’s overall av-
erage was dragged down with a rank-
ing of No. 26 in regulatory burdens, the 
report found. The state fared better in 
fiscal policy at No. 17. Those two cat-
egories comprise the economic rank-
ing, in which North Carolina was No. 
24. The state was No. 13 in personal 
freedom, which was added to the eco-
nomic freedom score to get the overall 
state rankings.

The state’s ranking improved 
from No. 23 in the most recent edition 
of the survey published. (The three 
previous editions of the report were 
published by the Mercatus Center at 
George Mason University.)

North Carolina ranked dead last 
in miscellaneous regulatory freedom, 
including such factors as certificate-of 
need requirements before new medical 
facilities can be built and health care 
equipment purchased, and auto and 
homeowners insurance rate-filing re-
quirements.

One indicator of a state’s freedom 
for its citizens is net migration.

“We do find strong evidence that 
Americans are moving from less free to 
freer states. We find especially strong 
evidence that good regulatory policies 
are important for economic growth,” 
Sorens said. North Carolina has “one 
of the highest figures in the country,” 
Sorens said, adding the equivalent of 
10 percent of its 2000 population by 
2014.

“And its economic growth has 
been pretty strong, too,” Sorens said. 
“We show over the 2013 period [an] 
annual growth rate of real personal in-
come [of] about 1.9 percent, which is a 
little above average. That includes the 
period of the Great Recession.”

North Carolina ranked No. 6 
nationally in educational freedom, 
which incorporates measures such as 
school choice, tax credits and deduc-
tions for private scholarship funds or 
educational expenses, publicly funded 
voucher laws, and mandatory state li-
censure of private school teachers.

But the state is below average in a 
number of regulatory policy areas.

The freedom to set auto and 
homeowners insurance rates is an area 

where North Carolina “is definitely 
a little below average” compared to 
more free-market states, Sorens said.

When it comes to regulation of in-
surance rates, “pretty much any econo-
mist would say there’s no rationale for 
that,” he said. “Let the market control 
prices. Don’t let legislators control it.”

The index on freedom from cro-
nyism is new to this year’s report. It 
includes subsidies, and price and entry 
regulations including occupational li-
censing. North Carolina ranks No. 34 
and “is definitely below average on 
that,” Sorens said.

States with policies encouraging 
cronyism “tend to have more corrup-
tion, and they also tend to have more 
lobbyists per legislator,” he said. Those 
states have “greater political control 
over the market and presumably more 
interest-group influence.”

The goal of the freedom index 
study is to determine how a policy 
“affects the welfare of people whose 
freedoms are either given to them or 
taken away from them by that policy,” 
Sorens said. Each of the more than 230 
variables correlates to a dollar value 
used in assessing scores.

Fiscal policy
North Carolina’s 2014 state tax 

burden improved three spots to No. 
25 compared to 2012, largely resulting 
from a reduction in the individual in-
come tax rate. The state was No. 15 in 
local tax burden.

In government employment, 
North Carolina ranked among the 
worst states at No. 40. Government em-
ployment can crowd out private-sector 
jobs, and government-run enterprises 
are less efficient than private ones, so 
“government employment costs the lo-
cal economy,” the report said.

“Taxes paid for subsidies to busi-
ness are a loss of freedom for all tax-
payers, because virtually no taxpay-
ers would want to transfer their own 
wealth to managers and owners of 
large corporations,” the report said. 
Subsidies “generally reduce the in-

comes of local taxpayers.” North Caro-
lina ranked No. 26 in that category.

North Carolina’s relatively low 
government debt led to a ranking of 
No. 7.

Regulatory policy
States that rank highest in regu-

latory policy “are mostly conservative, 
but they tilt toward Midwestern more 
than Southern,” the report said.

North Carolina ranked No. 21 in 
land-use freedom and environmental 
policy, which includes eminent domain 
policies and renewable energy port-
folios that force utilities to purchase 
higher-cost renewable energy, and No. 
34 in health insurance freedom.

The state was No. 5 in labor mar-
ket freedom, which captures right-to-
work laws, but No. 37 in occupational 
freedom, which includes occupational 
licensing along with the regulations on 
medical scope of practice for groups 

such as nurse practitioners.
North Carolina was No. 39 in 

lawsuit freedom, in which civil liabil-
ity and tort claims cost businesses in 
liability insurance premium expenses, 
and hurt consumers in pass-through 
costs.

North Carolina tied at No. 1 with 
22 other states for cable and telecom 
freedom.

Personal freedom
In personal freedom categories, 

North Carolina ranked No. 18 in in-
carceration and arrest for victimless 
crimes, tied at No. 1 with 14 other 
states for marriage freedom, was No. 
33 in gun rights, No. 35 in alcohol free-
dom from state monopoly control, No. 
25 in marijuana freedoms, and No. 32 
in gambling freedom, involving things 
such as Internet gambling.

The state ranked No. 12 in civil 
asset forfeiture, largely because it has 
no such laws, but the report said North 
Carolina does an end run on that by 
participating in the U.S. Department of 
Justice’s equitable sharing program.

North Carolina ranks No. 26 in 
campaign finance and No. 13 in tobac-
co freedom, but No. 49 in travel free-
dom, which includes denying driver’s 
licenses to undocumented immigrants 
and the establishment of random so-
briety checkpoints.

North Carolina was No. 42 in 
“mala prohibita,” a grab bag of policies 
on such things as prohibiting the sale of 
raw milk, banning prostitution, taking 
DNA samples from criminal suspects 
without a probable cause hearing, dis-
allowing physician-assisted suicide, 
and implementing religious freedom 
restoration acts.                                   CJ

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)
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N&O attorney: Suit may be attempt to protect DOJ politically

http://www.facebook.com/jlf.carolina.journal

By Dan Way
Associate Editor

RALEIGH

A lawyer defending The News & 
Observer of Raleigh against a li-
bel suit filed by a State Bureau 

of Investigation special agent suggest-
ed in court on Aug. 10 that the case ac-
tually might be an attempt by the state 
to protect the image of the Department 
of Justice and State Crime Lab that 
were under the supervision of Attor-
ney General Roy Cooper.

“This lawsuit is really being 
driven not about a recovery for dam-
ages” by plaintiff Beth Desmond, who 
claims the newspaper libeled her with 
false reporting about her testimony at 
two trials related to a 2005 Pitt County 
murder, “but by a need for political 
damage control,” John Bussian told 
Wake County Superior Court Judge 
Graham Shirley.

Desmond was a firearms examin-
er in the State Crime Lab, whose vari-
ous divisions were beset with slipshod 
work. The N&O ran a four-part inves-
tigative series in August 2010 chroni-
cling the problems, growing questions 
about the accuracy of forensic sciences, 
and the implications for the adminis-
tration of justice.

Bussian suggested to Shirley that  
officials wanted to cover for the state 
Department of Justice and the crime 
lab, “right down to concealing” the ex-
istence of an inspection report by the 
American Society of Crime Laboratory 
Directors/Laboratory Accreditation 
Board, a national accreditation agen-
cy that found major problems in the 
North Carolina crime lab.

Among those findings were ques-
tions about Desmond’s lab work on 
bullets from the Pitt County case and 
her testimony with “absolute certain-

ty” at trial that they were fired from the 
same type of gun even though her lab 
report said they could have been shot 
from other models of guns.

Bussian and fellow defense at-
torney Mark Prak contend Desmond’s 
absolute certainty claim deprived the 
Pitt County murder suspect of his de-
fense that a second shooter fired the 
fatal shot.

“To say ‘I’m absolutely certain’ 
is something no reasonable, reputable 
firearms examiner could or should 
do,” Prak said. “They’re putting their 
finger on the scales of justice.”

Bussian’s oral argument echoed a 
motion he filed on July 29 to reconsider 
admitting an ASCLD/LAB report into 
evidence; that evidence, the motion 
said, would bolster the defense’s ar-
gument that, according to legal prec-

edent, truth can be used to exonerate a 
defendant in a defamation lawsuit.

“The report is an important ele-
ment of defendants’ proof that Agent 
Desmond’s lawsuit is, in fact, motivat-
ed by a desire to deter the press — if 
not silence it altogether — from report-
ing accusations of serious misconduct” 
by the crime lab, the motion stated.

The report’s findings would 
show Desmond’s analysis and testi-
mony in the Pitt County cases “cre-
ated the impetus” for DOJ and SBI 
to conceal the report from the public 
and press, and with Desmond wage a 
concerted effort at 
political damage 
control through 
the lawsuit, Bus-
sian wrote.

DOJ issued 
“a lengthy series 
of press releases 
that touted the 
supposedly posi-
tive results of vari-
ous internal and 
external ‘reviews’ 
of the Crime Lab” 
while avoiding mention of unfavor-
able evaluations, including the AS-
CLD/LAB inspection and report, Bus-
sian wrote.

At the same time, the court filing 
said, crime lab, SBI, and DOJ personnel 
“encouraged the pursuit of a lawsuit” 
ostensibly to clear Desmond’s name, 
but actually designed to exonerate 
the lab and SBI from the criticisms in 
the N&O series. Jerry Richardson, the 
crime lab assistant director at the time, 
paid $100 to a Web page financially 
supporting Desmond’s lawsuit.

“I think it would be difficult for 
anyone to deny the problems that ex-
isted” in the crime lab, Shirley said. 
“But to argue that this is damage con-

trol for that” might be a tough sell to 
a jury.

Shirley did not rule on the mat-
ter and said he likely would not rule 
before the trial starts the week of Sept. 
26. Instead, rulings on the admissibil-
ity of disputed evidence and witnesses 
might occur “as things are known” at 
trial, Shirley said.

He told lawyers for both sides 
he was “going to do my best to keep 
that door closed” to a long stream of 
trial witnesses, in his words “to protect 
the jury from hearing a lot of irrelevant 
stuff.”

N&O series
The N&O’s series about the crime 

lab’s history called into question con-
flicting testimony Desmond gave in 
two trials involving a 2005 Pitt County 
murder case. A 10-year-old boy was 
shot dead, and an Ayden man was con-
victed of the slaying. 

Desmond’s attorney claimed re-
porter Mandy Locke falsely wrote 12 
statements in her Aug. 14, 2010, story, 
and four more in a subsequent Dec. 31, 
2010, story. The trial court rejected the 
newspaper’s request for a summary 
judgment to dismiss the case.

The N.C. Court of Appeals in 
May 2015 ruling agreed with the 
N&O’s attorneys to dismiss 10 of the 
disputed statements because they ei-
ther were cloaked in the fair report-
ing privilege of judicial proceedings, 
were factually accurate, or were not 
libelous. Six statements were re-
turned to the trial court for further 
proceedings.

D e s m o n d 
contends in her 
court complaint 
she was defamed 
because Locke 
wrote “false, mis-
leading, and scur-
rilous statements” 
about her work 
as an SBI firearms 
examiner, and en-
gaged in “bitter, 
underhanded, and 

dishonest journalism” in the pursuit 
of a national writing award for which 
Locke and co-author Joseph Neff won 
$25,000.

Desmond claims the writers pub-
lished the articles knowing they were 
false or with reckless disregard as to 
whether they were false. That lan-
guage is crucial to the “actual malice” 
standard needed to prove that a gov-
ernment official was libeled.

 Among other issues, Desmond 
claims severe emotional distress, men-
tal anguish, injury to moral character 
and reputation, and medical expenses. 
She said she was transferred out of the 
crime lab’s firearms section as a result 
of the news articles. She is seeking com-
pensatory and punitive damages.      CJ

Defense attorney John Bussian, at left, representing The News & Observer, hands 
documents to Wake County Superior Court Judge Graham Shirley during a pretrial 
hearing Aug. 10 in a libel case involving the newspaper. (CJ photo by Dan Way) 

Bussian:
Suit was driven
by a need for

political
damage control
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Hed here

High Point boosters want stadium but have no team
By Barry smith
Associate Editor

RALEIGH

Some of High Point’s leaders are 
advancing a plan that would 
place a multipurpose stadium 

somewhere downtown. One oddity 
about this project: The city has no pro-
fessional sports team to inhabit it.

Baseball could be played at the 
new complex, along with soccer and 
lacrosse, said Doyle Early, a High 
Point attorney and chairman of For-
ward High Point Inc., a redevelopment 
group seeking to transform the city’s 
downtown “into an extraordinary 
and vibrant destination to live, work, 
study, and play.”

In addition to being a sports ven-
ue, the downtown stadium also would 
be available to host concerts and other 
events, Early said.

“We believe that the downtown 
stadium would be that catalyst project 
for the redevelopment of downtown,” 
Early said. “We’re looking for office, 
residential, lodging, restaurants, retail, 
the whole deal. We want to put togeth-
er a package that has all of that.”

Boosters of the project are confi-
dent that a downtown stadium would 
boost an area that has suffered from the 
demise of the city’s furniture industry.

“We believe it’s doable and that it 
will be a great catalyst for downtown 
development,” Early said.

One member of the High Point 
City Council, Cynthia Davis, fears that 
taxpayers will be stuck with the bill.

“They’re trying to keep the infor-
mation away from the citizenry so they 
don’t know what’s going on any more 
than the city council,” said Davis, who 
is an at-large member of the council. 
“This is a ‘good ol’ boy’ deal, at least 
that’s the feeling.”

Davis said price tags as high as 
$25 million have been mentioned. 

“The way we’re approaching it is 
a large amount of it is going to come 
from private funding,” Early said. 
“The city may play a part.”

Davis said she’s concerned that 
even if the stadium complex is funded 
with private dollars, the city’s taxpay-
ers will be asked to underwrite the cost 
of infrastructure for the complex and 
related development, along with other 
operating expenses. She said there are 
higher priorities for city taxes.

Both Davis and Early said tax-in-
crement financing has been mentioned 
as one of the options of financing the 
stadium complex.

Unlike other government bor-
rowing, such as general-obligation 
bonds or certificates of participation, 
TIF bonds are supposed to be repaid 
from extra tax revenues generated 
from the projected higher property val-
ues that are supposed to develop in the 

project area.
The funding method was ap-

proved in 2004 when North Carolina 
voters ratified a constitutional amend-
ment allowing a government to issue 
TIF without holding a referendum.

It’s been used sparingly in the Tar 
Heel State. Most infamously, TIF  were 
used to finance the Randy Parton The-
atre in Roanoke Rapids. The city used 
TIF to finance a $21.5 million debt for 
the failed theater. 

Roanoke Rapids officials an-
nounced last month the city still owes 
about $17 million on the facility and 
was putting the 48,000-square-foot 
building and its fixtures and sound 
equipment up for auction, with bids 
starting at $1.1 million. Net proceeds 
from the auction will retire some of the 
debt.

Alan Millsap, a research fellow at 
the Mercatus Center at George Mason 
University in Virginia, said often times 
TIF doesn’t work out. “If it doesn’t, 

now you’re on the hook for paying 
these bills or defaulting on the bond,” 
Millsap said.

“[TIF financing] kind of lets pub-
lic officials be venture capitalists with 
others’ money,” Millsap added.

Millsap said that elected officials 
often find TIF as attractive alternatives 
when it comes to financing big-ticket 
projects.

“It’s an easy sell to the voters,” 
Millsap said. “They sell no tax in-
crease. General obligation bonds have 
to go to a voter referendum, and TIF 
don’t,” Millsap added.

Millsap also said that research 
shows it’s unclear if TIF spending 
leads to economic development.

“Usually the promised jobs and 
the promised economic development, 
to the extent that it does occur, it usu-
ally looks like it would have occurred 
anyway,” Millsap said.

Government-backed TIF can put 
other private businesses at a disadvan-
tage, Millsap said.

“The competition is when people 
spend their money at a stadium, they 
don’t spend it in other places,” Millsap 
said. “So it’s competing with movie 
theaters, for example, or whatever oth-
er things there are in High Point that 
people like to do for recreation.”

A lot of things remain uncertain 
about the proposed stadium complex, 
including the site.

“We are going to build it in down-
town High Point,” Early said. “We’ve 
got probably three or four sites we’ve 
looked at. … We’re going to have to ac-
quire some property.”

Early said proponents are work-
ing on a package that would put to-
gether office, residential, lodging, res-
taurants, and retail establishments.   CJ

Subscribe to JLF’s Research Department Newsletters

Vice President for Re-
search and Resident 
Scholar Roy Cordato’s 
weekly newsletter, Eco-
nomics & Environment 
Update,  focuses on 
environmental issues, 
and highlights relevant 
analysis done by the John 
Locke Foundation and 
other think tanks, as well 
as items in the news.

Go to http://www.johnlocke.org 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 newsletter, Rights 
& Regulation Update, 
discusses current issues 
concerning regulations, 
rights, and freedom in 
North Carolina.

Legal Policy Analyst Jon 
Guze’s weekly newsletter, 
Legal Update, focuses  
on legal, constitutional, 
and public safety policy 
issues affecting North 
Carolinians.

Health Policy Analyst 
Katherine Restrepo’s 
weekly newsletter, Health 
Care Update, focuses on 
state and national issues 
concerning health and hu-
man services, health care 
policy, and reform toward 
a consumer-driven health 
care market.

Tax-increment financing has been used rarely in North Carolina, with the ill-fated 
Randy Parton Theatre in Roanoke Rapids being the most notorious example. That 
city borrowed $21.5 million using TIF financing in 2007 and still owes $17 million for 
a project that never panned out. (CJ file photo)
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6th Circuit upholds N.C. law limiting city-run broadband

info@popecenter.org

By Barry smith
Associate Editor

RALEIGH

The 6th U.S. Circuit Court of Ap-
peals handed the states of North 
Carolina and Tennessee a vic-

tory on Aug. 10 when it struck down a 
Federal Communications Commission 
rule that pre-empted the states’ regu-
lation of municipal broadband service 
within their borders.

The three-judge panel said that 
the FCC overstepped its authority. The 
ruling noted that municipalities are sub-
divisions of states and that a state has 
“absolute discretion” to entrust powers 
to cities and towns. The matter was be-
fore the 6th Circuit rather than the 4th 
Circuit — which usually has jurisdic-
tion over federal appeals cases filed in 
North Carolina — because the parties 
agreed to combine separate lawsuits.

“Any attempt by the federal gov-
ernment to interpose itself into this 
state-subdivision relationship there-
fore must come about by a clear direc-
tive from Congress, and the FCC can 
only pick the decision maker here if 
there exists a clear statement to do so 
[in] federal law,” the ruling says.

Federal law “does not contain a 
clear statement authorizing pre-emp-
tion of Tennessee’s and North Caroli-
na’s statutes that govern the decisions 
of their municipal subdivisions,” the 
ruling says.

The N.C. General Assembly 
passed a law in 2011 placing regula-

tions on municipalities that wanted to 
engage in broadband service. Those 
regulations included requirements that 
cities make payments in lieu of taxes 
that would be 
equal to the 
amount a pri-
vate broad-
band provider 
would have 
had to pay. It 
required a ref-
erendum on 
the issue before 
the municipali-
ty could launch 
a broadband 
service.

The law 
also said cit-
ies “[s]hall not 
subsidize the 
provision of 
c o m m u n i c a -
tions service 
with funds from any other noncom-
munications service, operation or oth-
er revenue source, including any funds 
or revenue generated from electric, 
gas, water, sewer, or garbage services.”

Last summer, Will Aycock, gen-
eral manager of Wilson’s Greenlight 
broadband operation, told Carolina 
Journal that the city petitioned the FCC 
to pre-empt North Carolina law so it 
could provide broadband service out-
side Wilson’s city limits.

“Our primary goal with the peti-
tion was being able to expand out to all 
of our electric customers that wanted 
access to the network,” Aycock said. 
Roughly 5,000 of the city’s electricity 
customers live outside the corporate 
limits, some in adjacent counties, he 
said.

Tennessee enacted a statute in 

1999 allowing some municipalities 
to provide broadband service within 
their service areas.

At the request of Wilson and 
Chattanooga, 
Tenn., which 
also operates a 
broadband ser-
vice, in 2015 the 
FCC issued its 
rule pre-empt-
ing state laws.

L a w y e r s 
for the FCC ar-
gued that the 
agency has a 
mandate to 
promote the 
expansion of 
broadband ser-
vices, so it can 
overrule the 
state laws in 
North Carolina 
and Tennessee. 

Attorneys for the states responded that 
a federal agency can’t overrule a state 
law unless it has the explicit authority 
of Congress to do so, and in this in-
stance the FCC doesn’t have it.

Berin Szoka, president of Tech 
Freedom, a free-market think tank, 
said the decision came as no surprise 
to him.

“It should have been obvious 
that the FCC was going to lose before 
[it] started down this path,” Szoka 
said. “And if it wasn’t obvious then, 
it should have been crystal clear after 
oral arguments because the decision is 
exactly what the arguments laid out, 
what the judges said.”

Szoka said the decision is a win 
for federalism.

“It reaffirms that federal agen-
cies can only pre-empt state authority 

when they have a clear statement from 
Congress that Congress is asserting the 
ultimate supremacy of the federal gov-
ernment, and absent that, they can’t 
regulate or pre-empt,” Szoka said.

In response to the court’s deci-
sion, Common Cause said state laws 
limiting local broadband exist only 
because lawmakers have received 
campaign contributions from big cable 
interests.

“This decision does not ben-
efit our broadband nation,” Common 
Cause’s Michael Copps said.

“Nor is it a good reading of the 
law. But if the FCC cannot set aside 
these bad laws, then the people must. 
We will redouble our state-by-state ef-
forts to repeal these odious policies.”

In contrast, FCC Commissioner 
Ajit Pai, who opposed last year’s FCC 
intervention, praised the ruling.

“In my statement last year dis-
senting from the commission’s deci-
sion, I warned that the FCC lacked 
the power to pre-empt these Tennes-
see and North Carolina laws and that 
doing so would usurp fundamental 
aspects of state sovereignty,” Pai said. 
“I am pleased that the 6th Circuit vin-
dicated these concerns. The court’s 
decision is a big victory for the rule of 
law and federalism — a constitutional 
principle that lies at the heart of our 
system of government.”

Pai continued: “Today’s deci-
sion also represents an opportunity 
for the FCC to turn the page. Rather 
than wasting its time on illegal efforts 
to intrude on the prerogatives of state 
governments, the FCC should focus on 
implementing a broadband deploy-
ment agenda to eliminate regulatory 
barriers that discourage those in the 
private sector from deploying and up-
grading next-generation networks.”CJ

Three-judge panel
said the FCC
overstepped authority
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Wake County will use 2011 maps for 2016 local elections

Subscribe to the

http://youtube.com/johnlockefoundation1

channel on

        

Locke, Jefferson and the Justices:
Foundations and Failures of the U.S. Government 

By George M. Stephens

    Preface by Newt Gingrich

“This book is about American 
politics and law; it is also about 
the roots of the Contract with 
America. A logical place to find 
the intent of the Founders is in 
Locke, [and] Stephens makes 
a contribution to highlighting 
this.”

Newt Gingrich
Former Speaker

U.S. House
of Representatives

Algora Publishing, New York (www.algora.com)

By Barry smith
Associate Editor

RALEIGH

The Wake County Board of Elec-
tions will revert to using the 
maps that were in place in 2011 

for this year’s school board and coun-
ty commissioner elections, a federal 
judge has ruled.

All nine members of the school 
board will be up for re-election this 
year. They’ll run in single districts. 
Candidates will be elected by plural-
ity vote. No runoff elections will be 
held this year, under an order entered 
on Oct. 9 by Chief U.S. District Court 
Judge James Dever.

County commission candidates 
will run in residential Districts 4, 5, 
and 6, and be elected countywide, the 
order says.

The terms for candidates elected 
in both the school board and county 
commissioner races will be two years, 
according to the order. Dever’s order 
allows the General Assembly to extend 
the school board terms if it desires 
when lawmakers return in 2017. It also 
anticipates lawmakers taking up the 
redistricting issue next year.

“In light of the sequential dead-
lines that must be met, they are the 
only viable plans that the court has,” 
Dever wrote in his order. Plans sub-
mitted by House Speaker Tim Moore, 
R-Cleveland, and Senate leader Phil 
Berger, R-Rockingham, along with a 

plan submitted by Rep. Rosa Gill, D-
Wake, did not have proper technical 
coding attached to them and were not 
feasible in time to have an election this 
year, Dever wrote.

Dever’s order responded to a rul-
ing in July by the 4th U.S. Circuit Court 
of Appeals that declared school board 
districts adopted by the General As-
sembly in 2013 and identical county 
commissioner districts adopted in 2015 
unconstitutional. A three-judge panel 
of the 4th Circuit said the districts vio-
lated the one-person, one-vote princi-
ple in the U.S. Constitution.

The Wake County Board of Elec-
tions asked for an “en banc” review 
of the panel’s decision by the full 4th 
Circuit, but their motion to hold a new 
hearing in the case was denied. 

The effect of the 4th Circuit’s rul-
ing cancels the results of the county 
commissioner primary election held in 

March, Dever’s order notes.
Dever had ruled earlier that the 

2013 and 2015 maps passed constitu-
tional muster. He noted that the Gener-
al Assembly had moved school board 
elections from odd-numbered to even-
numbered years, and if new maps were 
not approved in time to hold the Nov. 
8 election as scheduled, Wake County 
voters would be denied an opportu-
nity to elect a new school board.

After the 4th Circuit rejected De-
ver’s decision, Dever asked the parties 
in the case to come to his courtroom 
on Aug. 4 and suggest how to proceed 
with the elections for those county of-
fices.

Tom Farr, an attorney for the 
legislative leaders, told Dever that he 
could have maps available for his con-
sideration the next day. On Aug. 5, 
attorneys for legislative leaders filed 
new maps and urged Dever to approve 

them. The maps divided Wake County 
into seven districts and two “super” 
districts. None of the districts varied in 
population by more than one person.

Anita Earls, an attorney for the 
plaintiffs in the lawsuit, objected to al-
lowing the new maps to be filed. She 
wanted Dever to order that the pre-
existing districts — the ones in place 
before the General Assembly redrew 
the districts in 2013 and 2015 — should 
be used.

Timing was a major consider-
ation, since the Nov. 8 general election 
was about three months away and the 
Wake County Board of Elections need-
ed time to open filing, prepare ballots, 
and send out absentee ballots.

“Beginning Aug. 10, 2016, count-
less sequential deadlines must be met 
in order to have orderly elections in 
Wake County,” Dever wrote in his or-
der. “The court promptly will review 
the record and the submissions, deter-
mine the appropriate remedy, and is-
sue injunctive relief in accordance with 
the mandate and governing law.”

Earls said that the maps that were 
in place prior to the ones struck down 
by the Appeals Court should be used 
for this year’s elections. Her motion 
also said that the 2013 and 2015 maps 
enacted by the General Assembly did 
not contain a severability clause. Sev-
erability clauses are common in legis-
lation covering broad topics; if parts of 
the legislation are struck down by the 
courts, the remaining portions can re-
main in place.

During an exchange with Earls, 
Dever expressed concern that the move 
from odd-year elections to even-year 
elections for the Wake County school 
board would not occur if the court re-
verted back to the previous maps.   CJ

4th Circuit says maps
drawn in 2013, 2015
violate Constitution
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Court: Promise of ‘step’ raises
not the same thing as tenure

The North Carolina Courts

COMMENTARY

Streetcar line
a political project

MICHAEL
LOWREY

The city of Charlotte really 
wants to build a streetcar 
line. Queen City taxpay-

ers probably will have to dig a bit 
deeper to pay for it, though, as con-
struction bids have come in over 
30 percent above projections. Such 
overages should come as no sur-
prise, given the history of transit 
projects in general and the specifics 
of this project in particular.

Mecklenburg County has a 
dedicated sales tax to pay for the 
Charlotte Area Transit System’s 
capital needs and to 
cover the operating 
losses of its rail and bus 
network. Though CATS 
will build and operate 
the streetcar, no transit 
tax money is going to it. 
Instead, the city of Char-
lotte is responsible for 
financing the project and 
covering its operating 
losses. That’s a particular 
concern for the city as 
the federal government 
is paying $75 million 
toward the streetcar line’s second 
phase, and all costs beyond that 
fall entirely on the city. 

Bids have come in over 
budget. As The Charlotte Observer 
reports, the city had estimated the 
cost of the line plus some city-
funded related improvements at 
$93.2 million. It received two bids 
for the work, one at $123.3 million, 
the other at $128.5 million, both 
more than 30 percent above the 
city’s estimate.

Such cost overruns are par for 
the course. Over the past decade 
and a half, a series of academic 
journal articles has demonstrated 
that costs routinely are underes-
timated and benefits overstated to 
get transportation projects ap-
proved.

For example, in a seminal 
2002 article in the Journal of the 
American Planning Association, Bent 
Flyvbjerg, Mette Skamris Holm, 
and Søren Buhl of Aalborg Uni-
versity described the results of a 
large-scale statistical analysis of 
transporta-tion project cost over-
runs. Their article was titled “Un-
derestimating Cost in Public Works 
Projects: Error or Lie.”

The researchers compared 
the estimated cost of projects at 
the time the decision was made to 
proceed to their final actual cost. 
Flyvbjerg and company’s dataset 

included 258 projects costing $90 
billion over 70 years.

 The authors found that costs 
were underestimated in 86 percent 
of projects, with the average over-
run varying by project type. Rail 
projects came in on average 44.7 
percent over their estimated costs, 
larger than the cost overruns in 
fixed-link (tunnel and bridge), at 
33.8 percent, or road projects (20.4 
percent).

Significantly, projects in the 
1990s were just as likely as proj-

ects in the 1920s to come 
in over budget. As the 
authors note, “underes-
timation today is in the 
same order of magnitude 
as it was 10, 30, and 70 
years ago.” It is as if 
project administrators 
had learned nothing from 
earlier projection errors. 
Based upon their analy-
sis, the authors concluded 
that these original cost 
estimates were off not be-
cause of methodological 
errors, but rather because 

the project proponents were engag-
ing in deception — lying — to get 
projects approved. 

“Legislators, administrators, 
bankers, media representatives, 
and members of the public who 
value honest numbers should not 
trust the cost estimates presented 
by infrastructure promoters and 
forecasters,” they wrote.

Indeed, we’ve even seen it 
before in Charlotte. The Queen 
City’s first light rail line, running 
roughly from Pineville to Uptown 
was projected in 1998 to cost $227 
million. The actual cost came in at 
over twice that amount.

Charlotte’s streetcar Gold 
Line is a strange project. The Gold 
Line really isn’t a transportation 
solution. The streetcars run on rails 
set in the car traffic lanes of ma-
jor streets and stop for red lights, 
making them no faster than buses, 
while also being less flexible and 
more expensive to operate. 

In actuality, the Gold Line is 
a politically motivated economic 
development scheme.  Asking hard 
questions about its costs wouldn’t 
improve its chances of winning 
community support, and for that 
city taxpayers are likely to suffer.  CJ

Michael Lowrey is a contributor 
to Carolina Journal.

By miChael loWrey
Contributor

RALEIGH

At times, state law has granted 
pay raises to some classes of 
employees after they’ve been in 

a job for a certain amount of time. Can 
the General Assembly abolish such au-
tomatic raises proactively? The answer, 
according to the state’s second-highest 
court, is “yes.”

Magistrates’ pay is defined by 
statute. Under the compensation 
scheme created by the General As-
sembly, there’s a beginning pay grade. 
Beyond that are six higher pay levels 
— known as “steps” — which magis-
trates reach when 
they have spent 
a set amount of 
time at the pre-
vious level (see 
chart). In 2009, 
during the depths 
of the Great Reces-
sion, the General 
Assembly sus-
pended step pay 
promotions; they 
were restarted as 
of July 1, 2014. Just 
before the step pay increases resumed, 
a group of magistrates filled a class-ac-
tion lawsuit against the state. The mag-
istrates claimed that the pay increase 
schedule in the statute amounted to a 
vested contractual right and that the 
state had breached this contract when 
it suspended the step pay increases.

A Superior Court held that the 
statute did not create any such contrac-
tual rights and dismissed the lawsuit. 
The magistrates then brought their 
claim to the Court of Appeals.

Like the lower court, the Appeals 
Court was not persuaded that magis-
trates had a right to automatic step pay 
increases.

“In the present case, we hold that 
plaintiffs failed to meet their burden of 
showing that the Salary Statute creates 
a binding contract right for magistrates 
to receive a certain salary in the future 
for work performed in the future,” wrote 
Judge Chris Dillon for the court. (Em-
phasis in decision.)

“Rather, the General Assembly 
is free to amend the Salary Statute so 
long as, in doing so, the General As-
sembly does not reduce a magistrate’s 
salary for work already performed.”

Before the Appeals Court, a 
key precedent was the N.C. Supreme 
Court’s recent holding in N.C. Ass’n. 
of Educators, the teacher tenure case. In 
that case, the high court held that:

Construing a statute to create 
contractual rights in the absence of 
an expression of unequivocal intent 
would be at best ill-advised, bind-
ing the hands of future sessions of 
the legislature and obstructing or 

preventing subsequent revisions and 
repeals. We are deeply reluctant to 
limit drastically the essential pow-
ers of a legislative body by finding a 
contract created by statute without 
compelling supporting evidence.

The N.C. Supreme Court rejected 
the legislature’s attempt to remove 
enhanced job protections from teach-
ers who already had obtained career 
status. The high court concluded that 
those teachers had entered into con-
tracts with local school districts includ-
ing the promise of tenure, not because 
the wording of the state statute created 
an enforceable future contract.

The Su-
preme Court left 
undisturbed the 
Court of Appeals’ 
d e t e r m i n a t i o n 
that the General 
Assembly could 
eliminate the 
prospect of ten-
ure for teachers 
who hadn’t spent 
enough time on 
the job to achieve 
career status.

“The magistrates here are much 
like the teachers in N.C. Ass’n. of Edu-
cators who had not yet worked the req-
uisite number of years to have a con-
tractual right to career status,” wrote 
Dillon.

“Here, a magistrate could not 
have a contractual right to receive a 
higher salary in a future year simply 
until the magistrate completed work 
in that future year. The actions of the 
General Assembly in suspending step 
increases for future work did not take 
away any benefit already earned by 
plaintiffs, whereas in N.C. Ass’n of 
Educators, the successful plaintiffs had 
already worked the requisite years to 
earn career status.”

The case is Adams v. State of NC  
(15-1275).

Salaries of full-time employees
Initial appointment shall be at the entry 
rate. A magistrate’s salary shall increase 
to the next step every two years on the 
anniversary of the date the magistrate 
was originally appointed for increases 
to Steps 1 through 3, and every four 
years on the anniversary of the date the 
magistrate was originally appointed for 
increases to Steps 4 through 6.

Step level
Entry rate
Step 1
Step 2
Step 3
Step 4
Step 5
Step 6

Salary
$35,275
$37,950
$40,835
$43,890
$47,550
$51,960
$56,900

Source: N.C. General Statutes
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CSX to get $700k subsidy for every job created
lion on the project, which will encom-
pass approximately 500 acres east of 
and adjacent to the existing CSX tracks 
that run parallel to Highway 301 near 
the N.C. Wesleyan campus in Rocky 
Mount. CSX says construction will be-
gin in 2018, with operations beginning 
in 2020. 

The primary purpose of the 
project is to have shipping containers 
spend more time on rail cars and less 
time on trucks. “Transporting goods by 
rail offers numerous benefits, includ-
ing reduced truck traffic and wear and 
tear on highways, improved air qual-
ity and highway safety, and more envi-
ronmentally friendly and cost-effective 
movement of freight. One intermodal 
train can carry the load of 280 trucks,” 
stated a press release from McCrory. 

CSX says the benefits to the Rocky 
Mount area and the state of North Car-
olina will be substantial. The project 
“will create jobs, reduce transportation 
costs, and stimulate economic activity. 
With this new transportation hub, ex-
isting businesses and state ports will 
have greater access to global markets 
at lower logistical costs.” 

Even so, the project involves sig-
nificant taxpayer spending to benefit a 
company that operates in a competi-
tive marketplace and is attempting to 
maximize profits. CSX competes with 
Norfolk Southern railway and truck-
ing companies for cargo shipments. In 
2015, CSX had net earnings of $2 bil-
lion from $11.8 billion in revenue.

History
CSX quietly approached NC-

DOT’s Rail Division in 2014 with a 
plan to build the rail hub on approxi-
mately 500 acres outside Selma, con-
tingent on getting a taxpayer subsidy 
of at least $100 million. CSX presented 
the Rail Division with a study touting 
the benefits the project would bring to 
the state. Before moving forward with 
the project, the Rail Division commis-
sioned its own study, “Project Scor-
pion: Evaluation of a Proposed Inter-
modal Terminal,” prepared by WSP/
Parsons Brinckerhoff, an international 
engineering services firm with an of-
fice in Raleigh.

A draft study was completed in 
October 2015, and a revised report was 
completed in January 2016. NCDOT 
had kept the potential project quiet be-
cause there were no media reports until 
Jan. 16, when McCrory announced that 
CSX planned to build a major ship-
ping hub in Johnston County and that 
it would likely receive $100 million in 
state funding through the state’s Stra-
tegic Transportation Investments law 
that helps fund new infrastructure. The 
project had the support of the Johnston 
County Commission. 

Immediately after McCrory’s an-
nouncement, news reports revealed 
that CSX had not notified many of the 
affected landowners and some said 

they would refuse to sell their land 
to CSX. CSX said it was prepared to 
use its power of eminent domain that 
allows it to take land from property 
owners, with compensation set by the 
courts.

On Jan. 26, McCrory reversed his 
position, saying the Selma plan “does 
not appear to be a viable option.”

CSX continued to pursue the 
project and said it would consider 
other locations in North Carolina and 
other states. An alternative site near 
the Johnston County town of Four 
Oaks was pushed by Four Oaks Mayor 
Linwood Parker. That site also met sig-
nificant local opposition.

Opponents told CJ that when 
they contacted the governor’s office to 
express their objections, they were told 
that the Department of Commerce was 
handling the project. Even so, NCDOT 
gave initial authorization to the sub-
sidy in April, nearly three months after 
McCrory announced it.

After the Selma project fell apart, 
Norris Tolson, head of the Carolinas 
Gateway Partnership, decided to look 
for a site in his region. His organiza-
tion, based in Rocky Mount, is lead 
economic development agency for 
Nash and Edgecombe Counties. Tol-
son was a former state secretary of the 
departments of Commerce, Transpor-
tation, and Revenue. He was also a 
state legislator and head of the North 
Carolina Biotechnology Center. 

When Tolson found a site near 
N.C. Wesleyan, he cleared the idea with 

the college president. “If it was going 
to be a problem for the college, then we 
weren’t going to move forward,” he 
told the Rocky Mount Telegram in July. 
The newspaper reported that once Tol-
son’s organization acquired the neces-
sary options, he approached CSX and 
made his sales pitch. Tolson told CJ 
those options soon will be transferred 
to CSX.

The existing CSX rail lines and 
future hub are located approximately 

1,500 feet from the main entrance to 
the N.C. Wesleyan campus on U.S.  
301. Attending the announcement 
to show their support for the project 
were Democratic Attorney General 
Roy Cooper, former Republican Lt. 
Gov. Jim Gardner, and former Demo-
cratic Gov. Mike Easley, all Nash 
County natives. Former Democratic 
Gov. Jim Hunt of nearby Wilson also 
was there.                                 CJ

Continued from Page 1

Finished reading 
all the great articles in 
this month’s Carolina 
Journal? Don’t just 
throw it in the recy-
cling bin, pass it along 
to a friend or neigh-
bor, and ask them to 
do the same.

Thanks.

Share your copy
of Carolina Journal

CJ graphic
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Charter school advisory board ‘frustrated’ with process
turn down some of the applications 
was based on concerns about budget 
and education plans — issues that 
had been questioned by the advisory 
board, said state board member Becky 
Taylor, who also acts as a nonvoting 
member of the CSAB. 

“My concerns were about dia-
logue that indicated one way of going 
with the vote, and then when it came 
to the vote, it was like everybody for-
got what they said,” Taylor said of the 
CSAB’s applications review. “And so I 
wasn’t sure what that was all about. I 
do trust the [advisory board] because 
we do have experts there, and we do 
rely on the experts, but I just did not 
hear their discussion matching up with 
their votes.” 

The state board takes budget and 
planning concerns seriously, given the 
risks of approving charter school plans 
that are potentially unstable, said Bill 
Cobey, who chairs the State Board of 
Education. 

“If a school fails, we’re the ones 
who have to deal with that failure, 
which involves expensive work on the 
part of staff and ultimately ends up 
in court action,” Cobey said. “I don’t 

think that anybody on our board wants 
to be party to any proposed charter 
school that is likely to fail. And I think 
that’s the bottom line.” 

“I’m a solid supporter of char-
ter schools, and I think it damages the 

charter school movement when charter 
schools fail,” Cobey continued. “We’ve 
had some significant failures. Not to 
mention the cost to the state in terms 
of millions of dollars, and of course the 
cost to the young children who have 
gone to those schools and not received 
a proper education.”

But Walker said fresh ideas are 
essential to improving education for 
all students, and public charter schools 
have a record of accomplishment that 
should not be dismissed. 

“Growing by eight schools a 
year is not enough, not when charters 
are outperforming public schools by 
a margin of about 9 percent,” Walker 
said. “We need schools that provide 
competition. … If you’re a traditional 
public school, and you might lose stu-

dents to a charter school, you’re going 
to up your game. Competition helps.”

The charter schools rejected by 
the state board were approved by the 
advisory board by significant margins: 
Addie C. Morris Children’s School, 
by an 8-3 vote; Bonnie Cone Classical 
Academy, 6-3; Emereau: Halifax, 6-4; 
Kaleidoscope Charter High School, 
7-3; and Ridgeview Charter School, 
7-2. 

All proposals were reviewed 
thoroughly by the CSAB, and those 
members who voted against the appli-
cations were comfortable backing the 
advisory board’s final recommenda-
tions, Walker said. 

Six of the eight applications that 
the state board approved received 
unanimous support from the CSAB, 
while the two others received majority 
votes, Cobey said. 

Cobey insisted that the state 
board does not expect the CSAB to 
recommend only those applications 
that receive unanimous support. Ad-
ditionally, he said, if the state board 
rejects a charter’s application one time, 
it does not prevent that charter opera-
tor from seeking and gaining approval 
in another year, saying every review is 
treated separately.  

Walker disagreed, saying that the 
state board’s actions may affect how 
charters are approved in the future. 

“I’d like them to reconsider the 
schools [they denied],” he said. “But 
that’s their prerogative. The way that 
the process works, the way that the 
statute works, [the state board mem-
bers] approve the charters. But that 
was the point of the [CSAB] resolution. 
That [the state board] should be com-
fortable with what we recommend. 
Because we’ve got [experts who] know 
this stuff better than anyone else.”   CJ

Continued from Page 1

Members of the Charter School Advisory Board say they are frustrated that the State 
Board of Education is undermining their responsibility to make recommendations 
regarding charter schools in North Carolina. (Image from the DPI website)

http://www.facebook.com/jlf.carolina.journal

E.A. MORRIS
FELLOWSHIP FOR EMERGING LEADERS

The E.A. Morris Fellowship is seeking principled,
energetic applicants for the 2017 Fellowship class.

The application period opens Sept. 19, 2016, 
and the deadline for applications is Dec. 10, 2016.

www.EAMorrisFellows.org
info@eamorrisfellows.org

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

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.
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Vedder: Higher-ed salaries inflated by national ‘arms race’ 

By Kari travis
Associate Editor

RALEIGH

Pay increases that were awarded 
in late July to seven UNC sys-
tem chancellors reflect a national 

trend that tends to inflate salaries for 
public higher-education administra-
tors, an expert on college affordability 
said.

The UNC Board of Governors on 
July 29 voted to raise chancellor pay for 
the second time within nine months, a 
decision that system President Marga-
ret Spellings said will move university 
leaders into pay ranges comparable to 
those of peer institutions.

But such “market” assessments 
for university pay makes “competitive 
pay rates” excessive, Richard Vedder, 
director of the Center for College Af-
fordability and Productivity, told Caro-
lina Journal.

Vedder, who from 2005-06 served 
on the Commission on the Future of 
Higher Education — which Spellings 
headed during her time as U.S. sec-
retary of education in the George W. 
Bush administration — said universi-
ties’ habit of bolstering salaries in or-
der to compete with other schools has 
evolved into a type of arms race among 
institutions across the country.

“What [universities] think ‘com-
petitive salaries’ of peer institutions 
are is sometimes an arbitrary number 
that they pick to justify the actions that 
they want to take,” Vedder said. “And 
in general … although there’s been talk 
of austerity in higher education … the 
salaries of high-level university ad-
ministrators have been rising.”

Vedder also pointed to pad-
ded employment contracts as another 
problem in most university systems, 
since many include additional perks 
and payouts for university chancellors 
and presidents, such as housing and 
car allowances or buyouts if the official 
is terminated.

“I think it erodes confidence in 
public universities,” Vedder said. “It 
makes people wonder why we give 
special privileges to universities, why 
we subsidize universities rather than 
tax them. They are supposed to be tax-
exempt organizations — like charities 
and so forth, where the people [in lead-
ership] are supposed to live reasonably 
comfortable lives, but not get extreme-
ly wealthy doing that.”

The recent increases from the 
BOG range from 1.5 percent to 16.1 
percent, with nine of the university’s 
chancellors receiving an across-the-
board state employee pay raise of 1.5 

percent — a provision included in this 
year’s state budget — and the remain-
ing seven collecting additional pay 
boosts starting at less than 1 percent 
and reaching as much as 14.63 percent.

“This board has for a couple of 
years now been working to get com-
petitive salary ranges for each of the 
chancellors, and this was the next step 
in that journey — and we are nearly 
there,” Spellings told reporters follow-
ing the board meeting.

UNC-Charlotte Chancellor Phil-
ip Dubois will see the largest overall 
pay increase with a raise of $56,688, 
bumping his current annual salary to 
$450,000. N.C. State University Chan-
cellor Randy Woodson will see $18,526 
added to his salary, bringing him to a 
total of $617,376 annually, and UNC-
Chapel Hill Chancellor Carol Folt will 
receive the third-largest pay hike of 
$17,898, raising her annual salary from 
$578,550 to $596,448.

East Carolina University Chan-
cellor Cecil Staton, who was appointed 
by the board in late April, is the only 
UNC chancellor who will see no pay 
increase. Staton’s annual salary is set at 
$450,000, the lower end of his market 
range, according to a pay chart provid-
ed by the board.

All salary increases will kick in 
this year, Spellings said.

“Moving forward, we’re going to 
be looking at performance increases,” 
said board Chairman Lou Bissette. “But 
for now, you get everybody at least to 
the bottom part of the pay scale.”

Performance-based raises would 
be a good alternative to market-based 
pay, but putting such a system in place 
is easier said than done, Vedder said.

UNC board member Marty Kotis, 
who voted in support of the increases, 
said that job accountability and level 

of skill must still be scrutinized as the 
university moves forward.

“You want to make sure you 
have people in those positions that are 
worth that money,” Kotis told CJ.

Vedder agreed, saying UNC-
Charlotte, UNC-Greensboro, and East 
Carolina offer some of the most bloated 
chancellor salaries in the UNC system.

“We’re making payments beyond 
the amount needed to keep a person 
on the job,” he said, referencing the 
board’s decision to increase pay twice 
within a 12-month period.

But discussions about chancel-
lor pay can be complicated, said Rep. 
John Fraley, R-Iredell, who chairs the 
state House Committee on Education-

Universities.
“You can’t discount what market 

pricing is in order to hire and keep the 
quality of people that we would like in 
those jobs,” Fraley said. “So I do think 
that you have to take that into consid-
eration.”

“I happen to think that it’s impor-
tant to have very capable and qualified 
people in these positions that are run-
ning large institutions, and that are 
responsible for a lot of students,” he 
added. “It’s just not an easy job. And 
so there’s a price to pay for people that 
are talented and capable of doing that.”

Spellings is developing a strategy 
for the future of the university that ul-
timately will see a plan for merit-based 
pay fall into place, but UNC is far from 
reaching that point, he said.

Fraley also noted that, while 
questions about university pay remain 
complicated, the BOG has — unlike 
past actions to increase chancellor sala-
ries — taken care to keep the public in-
formed throughout the process.

Board members voted during a 
closed-session meeting last October to 
raise chancellor salaries substantially, 
inciting questions about a lack of trans-
parency. Those issues have now been 
dealt with and resolved, Bissette said.

The BOG debated the July pay 
increase for one hour in closed session 
before returning to open session for its 
vote, he added.

“We learned a lot of lessons last 
year, and I think that this board now is 
moving toward more transparency in 
just about everything we do,” Bissette 
said, referencing the body’s decision 
to hold public comment sessions and 
to broadcast its meetings live via web-
cast. “We determined that we didn’t do 
it correctly last year, but we think we 
did this year.”                                 CJ

UNC system President Margaret Spellings says she is working with university ad-
ministrators and board members on a strategy for incorporating performance pay 
into top chancellor salaries, but the raises handed out in July do not reflect that ap-
proach. (CJ photo by Kari Travis)

‘Competitive’ salaries
just an ‘arbitrary
number,’ says expert
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Black charter school operators worry about new state regs
By Barry smith
Associate Editor

RALEIGH

Some North Carolina charter 
school operators feel that state 
officials are “nitpicking” and pil-

ing on regulations, actions that not 
only hamper their ability to operate 
their schools but also counter many of 
the purposes of charter schools.

“We’re supposed to be innova-
tive and creative in order to make 
things happen,” said Eugene Slocum, 
administrator at Alpha Academy in 
Fayetteville and a founding member of 
Black-Led Schools of Choice, a group 
seeking to address the differing chal-
lenges facing public charter schools 
run by African-Americans. 

“It’s very difficult to do those 
things when you’re under the same 
exact guidelines and additional guide-
lines,” Slocum said. “We’re being tied 
and constricted a little bit further, more 
than the traditional schools and still 
not getting those resources. … Stop 
with the constant restrictions and nit-
picking on the things that we do.”

Charter schools are public schools 
that generally operate with fewer regu-
lations than traditional public schools. 
Each has its own board of directors, 
and operates independently of local 

school boards. The schools get operat-
ing expense money from state and local 
governments. But unlike district-run 
public schools, charter schools don’t 
get local capital funding to construct 
or renovate schools. Charters have to 
pay for facilities out of their operating 
allocations or from outside sources.

Slocum and other members of 
BLSC are hoping for better communi-
cations with the State Board of Educa-
tion and the Charter School Advisory 

Board. They say they often aren’t aware 
of new regulations before they’re dis-
cussed or even put in place.

One regulation cited by BLSC re-
quires charter schools to report student 
suspensions or expulsions to the school 
system that the student would have at-
tended if he or she weren’t going to a 
charter school. The charter agreement 
with the state board allows the board 
to terminate the school’s charter for 
failure to meet the reporting require-
ment.

Simon Johnson, administrator 
at the Quality Education Academy in 
Winston-Salem, said “that specific item 
really reflects overkill and the punish-
ment not fitting the crime. … The real 
issue is this constant encroachment 
of the freedom of charter schools,” he 
added. “What has happened over the 
years is regulation after regulation has 
been passed unilaterally without any 
input from the charter members.”

The master charter agreement 
with the State Board of Education 
states that a charter may be terminated 
for a “material violation of any of the 
conditions, standards, or procedures 
set forth in the charter.”

Regulations, he said, are steer-
ing charter schools to behave more 
like traditional public schools, even 
though their purpose “was to do some-
thing different than traditional public 
schools. If you’re going to burden char-
ter schools with the very same thing 
that the traditional public schools are 
burdened with, then you need not ex-
pect anything any different.”

Cynthia McQueen, administra-
tor at Torchlight Academy in Raleigh, 
said getting loans to pay for buildings 
can be difficult, especially for schools 
that service at-risk children. The state 
renews charters for different periods 
of time, which can hamper charter 
schools serving an at-risk pop-ulation, 
she said.

“We, for subjective reasons, got a 
two-year renewal one time,” McQueen 
said. “We unfortu-nately were not able 
to get the funds to build a building for 

needy children. … But then, by the 
grace of God and hard work, we re-
ceived a 10-year renewal and as a re-
sult got a bank loan and are building 
a brand new building for our at-risk 
population.”

Other leaders said that omissions, 
such as leaving a director’s email ad-
dress or phone number off a report, 
have prompted letters to the charter 
schools demanding compliance.

Susan Slocum, also of Fayette-
ville’s Alpha Academy, said that the 
omission of an address update on an 
application “ends up being a finan-
cial warning” by the Office of Charter 
Schools. “One small thing could be 
something that could keep you from 
getting a loan,” she said. 

Terry Stoops, director of research 
and education studies at the John Locke 
Foundation, said the State Board of 
Education has pretty broad authority 
to terminate a charter contract, though 
he doubts the state board would close 
a charter school simply for a reporting 
omission. 

“In most cases the Office of Char-
ter Schools will work with the indi-
vidual schools to ensure that they meet 
all reporting requirements, financial 
reporting requirements, and any other 
sort of data points that the State Board 
of Education or the General Assembly 
deem necessary for individual schools 
to report,” Stoops said. “Only if there 
is a continual failure to meet the re-
quirements that are set forth by state 
and federal law and the State Board of 
Education would a charter school ever 
encounter the possibility of having 
their charter revoked.”

Usually, the State Board of Edu-
cation uses reporting requirements to 
ensure schools comply with applicable 
state and federal laws, Stoops said.

Marcus Brandon, a former Dem-
ocratic state representative from Guil-
ford County, thinks the charter leaders 
have a beef.

“That is a huge problem,” said 
Brandon, executive director of Caro-
linaCAN, an education reform advo-
cacy group. He said the problem dis-
proportionately affects smaller charter 
schools.

“The Office of Charter Schools of-
ten acts like an ‘I got you’ thing instead 
of ‘I’ll help you’ thing,” Brandon said. 
“That’s a big problem for all of the 
charters, but especially for the small 
charters.”

Brandon said a lot of the black-
led schools get students who are not 
academically proficient at their grade 
level when they enroll. Often, as a re-
sult, overall test scores are low. 

“The state actually says this [ac-
cepting below-grade-level students] is 
punishable,” Brandon said.

The BLCS leaders say they don’t 
intend to point fingers, but instead 
are hoping that the Office of Charter 
Schools and State Board of Education 
will seek their input when considering 
new regulations.                     CJ

Follow us on social media

http://youtube.com/johnlockefoundation1

http://www.facebook.com/jlf.carolina.journal

Marcus Brandon, director of the educational advocacy group CarolinaCAN, speaking 
Aug. 22 at the John Locke Foundation. Brandon, a former Democratic state represen-
tative from Guilford County, says the concerns expressed by the leaders of black-run 
charter schools are legitimate. (CJ photo by Don Carrington)
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How higher education in America became a false promise
Issues

in
Higher Education

The Department of Education re-
cently proposed new regulations 
to punish colleges that attract 

stu-dents with misleading claims. But 
what if the whole system of higher 
education in America is guilty of that?

In his latest book, Charles Sykes, 
a senior fellow at the Wisconsin Policy 
Research Institute, makes the case that 
it is. Fail U: The False Promise of Higher 
Education gives the reader a sweeping 
view of our collegiate landscape, and 
the scenery is not 
at all attractive.

Fail U. is not 
just an updating of 
Sykes’ first foray 
into criticizing 
higher education 
— Profscam was 
published in 1988 
— but a major ex-
tension of his case 
that higher educa-
tion was losing its 
focus on teach-
ing students and 
instead becoming a game of extracting 
the greatest amount of mon-ey from 
parents and taxpayers. All of the bad 
trends he observed 28 years ago have 
continued and worsened; in addition, 
a host of new troubles have arisen.

Such as?
One is the proliferation of college 

graduates who can find only jobs that 
don’t require a college degree. As the 
number of Americans holding col-
lege credentials has skyrocketed at 
the same time the economy was going 
stagnant, many graduates now wind 
up working in low-skill jobs like cus-
tomer service representative, theater 
usher, and taxi driver. “In 1970,” Sykes 

notes, “less than 
1 percent of taxi 
drivers had col-
lege degrees. Four 
decades later, more 
than 15 percent 
do.”

Another 
recent problem that 
has metastasized 
like an aggressive 
cancer is that of 
intolerance. Sykes devotes a chapter 
to that, calling it “Grievance U.” Back 
in 1988, you could have found a few 
faculty members who pushed their 
“progressive” ideas. 
Students then easily 
could avoid the intoler-
ance; on most campus-
es, the fever swamps 
where only politically 
correct thoughts were 
allowed were small and 
confined.

Today, however, 
not only are there more 
faculty members who 
brazenly use their 
courses for proselytiz-
ing, but also students 
who have been steeped 
in the leftist world-
view use the power 
that cringing adminis-
trators have given them 
to threaten anyone who 
dares to disagree with them.

Sykes argues that the constant 
drumbeat on campus for protecting 
the feelings of students “is consistent 
with the deeply ingrained educational 
philosophy that insists on bubble-
wrapping children, protecting them 

from all of the 
bumps, bruises, 
and setbacks of life, 
in the belief that 
by shielding them 
from adversity and 
offensive ideas, 
they will somehow 
be empowered to 
face the world.”

That’s a 
devastating point. 

Higher education, no matter what the 
student chooses to major in, ought 
to be about maturing and learning to 
cope with the world. Today, American 

higher education 
often sends just the 
opposite message to 
students — that they 
are doing the right 
thing when they try 
to silence and in-
timidate anyone who 
disagrees with them. 
Our colleges and uni-
versities are charg-
ing huge amounts of 
money in exchange 
for teaching some 
bad, illiberal ideas.

And thus we 
come to Sykes’ views 
about the college 
bubble. He is con-
vinced that we are 
in one, similar to the 

Dutch tulip mania in the 18th century 
and the housing madness that gripped 
America a decade ago.

The cost of college continues 
rising at the same time that the edu-
cational value delivered generally is 
falling. Many schools have gone so 

far into debt that they’re finding it 
increasingly hard to cover their debt 
service costs, and many families are 
questioning whether they can afford 
or should even try to send the kids to 
college. The higher education market 
is simply unsustainable.

Sykes puts it this way: “The edu-
cation bubble bursts when puffery is 
confronted by reality. Increasingly, the 
economic model of higher education 
no longer works for many students, 
who realize belatedly that they have 
placed themselves in a financial stran-
glehold for unmarketable degrees.”

He’s correct. We’ve had a vast 
amount of puffery telling us what a 
superb “investment” a college educa-
tion is, but in reality, for a great many 
students getting the degree is a waste 
of time and money. That understand-
ing will have the same impact as tulip 
bulb buyers realizing that the price of 
a bulb far exceeded its value.

Undoubtedly, Fail U. will be 
blasted by defenders of the academic 
status quo, just as Profscam was. They 
will say that Sykes exaggerates and 
sensationalizes the problems of higher 
education. I don’t think he does, but 
what would they prefer? Silence, or 
criticism so couched in appropriately 
fuzzy academic language that no one 
would pay any attention? Probably so.

The best thing about this book is 
that it will convince large numbers of 
average Americans that they should 
think long and hard before commit-
ting loads of money to college.        CJ

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

GEORGE
LEEF
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Professors restoring
free speech on campus

COMMENTARY

Sanity check for
college admissions

The school year is fresh and 
new. But high school seniors 
with college ambitions began 

their academic slog weeks ago, on 
Aug. 1, when the Common Appli-
cation went live. Carefully curat-
ing application content, they’re 
pushing hard toward deadlines at 
colleges statewide and across the 
country.

Already, the admissions 
process has taxed these seniors 
more than most. Juggling the ACT 
with old and new versions of the 
SAT, these students, as juniors, 
stared down an unusu-
ally daunting lineup of 
admissions exams. They 
did so knowing they face 
long odds at top schools. 
Many selective colleges 
reported record numbers 
of applicants last year. 

Fueling fears 
further: The number of 
international students 
attending American 
colleges and universi-
ties continues to grow. 
According to 2016 U.S. 
Immigration and Customs Enforce-
ment data, international enrollment 
at U.S. schools, led by students 
from China and India, rose 6 per-
cent last year. Global competition 
won’t wait for the workplace.

Online message boards bear 
witness to students’ angst. They 
share accolades, begging strangers 
to “chance” their admission odds; 
they discuss double-digit applica-
tions ― hoping, just hoping, the 
blitz approach works. Offline, 
parents strategize about admis-
sions-proofing transcripts, built 
to withstand scrutiny and inspire 
awe. The mother of high school 
and college students, I know how 
fraught the undergraduate admis-
sions process has become. For 
some, it’s a punishing obsession.  

Colleges are pushing a health-
ier message. Through “Turning 
the Tide,” a report and two-year 
initiative launched in early 2016 
by Harvard’s Graduate School of 
Education, they hope to “re-shape” 
college admissions. The initiative 
is endorsed by admissions deans at 
more than 100 institutions, includ-
ing the Ivies, UNC-Chapel Hill, 
and Wake Forest University. 

Referencing adolescent 
anxiety and depression, its stance 
is strong and sensible: “In the face 
of deeply troubling trends that only 
seem to be worsening, it is time to 
say ‘Enough,’” write report authors. 
Comprehensive and holistic, the ini-

tiative seeks to promote meaningful 
service, reduce academic pressure, 
and equalize opportunities for dis-
advantaged students. 

Academic recommendations, 
however, are vague. Students 
shouldn’t overload on AP classes, 
notes the report, but some can 
manage intensive schedules. This 
is true, of course ― but where to 
draw the line? Fortunately, guide-
lines for extracurricular involve-
ment and service are specific and 
reward genuine engagement. Two 
to three outside activities is plenty. 

Quality beats quantity.
In response, some 

schools have rewritten 
application questions. 
UNC-Chapel Hill en-
dorsed the initiative, 
says Stephen Farmer, 
vice provost for enroll-
ment and undergraduate 
admissions, “not least 
because the approach to 
admissions that ‘Turning 
the Tide’ calls for is pretty 
consistent with the way 
we’ve tried to do things 

here for a long time.” Still, UNC’s 
application has been revised, says 
Farmer, to “reflect more clearly 
some of the themes that ‘Turning 
the Tide’ is trying to champion.” 
Instructions ask applicants to share 
activities that have been “espe-
cially worthwhile”; applicants are 
assured that caring for a family 
member, for example, is just as 
valuable as founding a club.  

Such changes make sense. 
What else helps? While high 
schools and parents can’t control 
competition, they can alleviate 
pressure. A good place to start: 
rejecting the determinism that says 
the future depends on where a stu-
dent attends college. It isn’t true. 
And it turns high school into an 
intolerable performance treadmill.  

Context is helpful, too. As 
troubling as these problems are, 
they’re confined largely to high 
achievers. Many other students, as 
assessments show, aren’t ready for 
college work. Others don’t believe 
it’s within their grasp. 

So some students need their 
sights raised. Others need a gentle 
reality check. They all need free-
dom ― from parents and others ― 
to own their ambitions, successes, 
and failures. On that, their future 
does depend.                               CJ

Kristen Blair is a Chapel Hill-
based education writer.

KRISTEN
BLAIR

STEPHANIE
KEAVENEY

Four classically liberal profes-
sors and an economist named 
Adam Smith walk into a 

room. No, this isn’t the beginning 
of a bad joke; it was the first event 
of the Classical Liberals in the 
Carolinas conference held Aug. 11 
at Johnson and Wales University in 
Charlotte.

The annual conference, now 
in its third year, was conceived by 
Adam Smith, an assistant pro-
fessor of economics and director of 
the Center for Free Market Studies 
at Johnson and Wales. It 
offers opportunities for 
libertarian and right-of-
center scholars to discuss 
important regional issues 
while building a stronger 
state-based network.

This year, Smith 
assembled a group of 
professors to address 
a hot button topic: free 
speech on campus. How 
did we arrive at this 
era of trigger warnings, 
microaggressions, and 
ideological conformity on cam-
pus? And what can professors and 
university officials do to establish 
respect for open expression and the 
marketplace of ideas?

The panel, sponsored by the 
Institute for Humane Studies, was 
led by University of Wisconsin-
Madison professor Donald Downs, 
who was joined by Bradley 
Thompson of Clemson University, 
Zagros Madjd-Sadjadi of Winston-
Salem State University, and James 
Otteson of Wake Forest University.

Thompson, a political science 
professor and the executive direc-
tor of the Clemson Institute for 
the Study of Capitalism, said that 
indoctrination is a major reason 
there seems to be so much hostil-
ity to principles of free speech on 
campus.

Particularly troublesome, he 
said, is the re-emergence of 1960s-
style “struggle sessions” in which 
people are made to confess their 
“sins” publicly. Thompson cited a 
recent case from Guilford College 
in which students demanded that 
each week, one white professor be 
required publicly to denounce his 
or her “white privilege.”

The panelists had plenty of 
advice for fellow faculty members 
on how to approach the issues of 
indoctrination, censorship, lack of 

viewpoint diversity, and student-
led illiberalism.

For example, Otteson read 
from a personal blog post in which 
he imagined what would be Page 1 
of an enlightened college’s hand-
book. The opening page would 
include the following pledge:

We will continually and 
robustly exercise the freedom to 
investigate and examine new 
ideas, to review our prejudices 
and settled beliefs critically 
and regularly, and to confront, 

in good faith, lines of 
thought with which we 
are unfamiliar or even 
uncomfortable.

Otteson, an active 
advocate for free speech 
at Wake Forest, has called 
for the private university 
to adopt the Chicago 
Principles, which mirror 
the language of the above 
pledge. So far, he’s seen 
at least some success; 
the university’s provost 
is considering creating a 

faculty task force on free speech, 
and the president addressed the 
issue in a letter to alumni. 

Winston-Salem State also ap-
pears to be making ground. Thanks 
to the efforts of professor Madjd-
Sadjadi, the school became both 
the first university in the South and 
the first historically black college to 
adopt the Chicago Principles. 

Madjd-Sadjadi also urged 
faculty to get involved in cam-
pus committees, specifically ones 
which are likely to consider speech 
policies. He said the commit-
tees that pass problematic speech 
policies often have only one or two 
faculty members, but that the ad-
ministration treats those members 
as representative of the viewpoint 
of the entire faculty.

Thompson closed the panel 
session with a challenge to faculty 
members: “There is no freedom 
of speech without freedom of 
thought. A university without 
freedom of thought is not a uni-
versity, it’s something else. If we 
can’t defend freedom of speech 
on America’s campuses … then I 
think we need to find new lines of 
work.”                                               CJ

Stephanie Keaveney is a policy 
associate for the John W. Pope Center 
for Higher Education Policy.
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Gold mining big part of early N.C. economic development

TROY
KICKLER

BOOKS BY JOHN LOCKE FOUNDATION AUTHORS
If you don’t know about Edenton, North Carolina, your 

knowledge of U.S. history is incomplete and your knowl-
edge of North Carolina insufficient. Organized women’s 
political activity in America was born in Edenton. The 
concept of judicial review—that courts can declare leg-
islative acts unconstitutional—was championed here. 
Ideas for a national navy and defense were imple-
mented here. Many passages of the N.C. Constitu-
tion (1776) and the U.S. Constitution originated here. 
Leading proponents of the U.S. Constitution (a.k.a. 
Federalists) lived in this small place, and so did 
nationally known jurists and politicians.

Dr. Troy Kickler, founding director of the 
North Carolina History Project, brings Edenton, 
its people, and its actions into proper and full 
focus in his book, The King’s Trouble Makers. 

Go to northcarolinahistory.org for more 
information.

A reporter for the Western Carolin-
ian of Salisbury in 1825 wrote, 
“The mining interest of the state 

is now only second to the farming in-
terest.” 

But according 
to historians Rich-
ard Knapp and 
Brent Glass in Gold 
Mining in North 
Carolina, the aver-
age Tar Heel did 
not fall victim to 
gold fever. Never-
theless, there was 
enough demand 
by 1830 that a Min-
ers’ and Farmers’ 
Journal began pub-
lication in Charlotte. 

Like many events with long-last-
ing results, the discovery of gold was 
unplanned. In 1799, John Reed’s son, 
Conrad, found a massive gold nug-
get in a creek bed. For three years, the 
Reeds did not know the rock’s worth. 
It was used as a doorstop. After learn-
ing its value, John Reed panned nearby 
Little Meadow Creek for more nug-
gets. And he found them.  

Until the mid-1830s, farmers 
panned for gold when the agricultural 
season ended. Prospectors swirled the 

gold in pans and rockers full of water; 
a rocker was a wooden box or set of 
connected boxes that, when rocked, 
separated gold from gravel. Because 
gold is heavier, it rested at the bottom 
of the shaken pan or rocker.

By the late 
1820s, in many plac-
es part-time pros-
pecting in creeks was 
turning into full-time 
mining operations. 
Although some gold 
mining companies 
employed hundreds, 
mining operations 
typically were small. 
The smaller opera-
tions provided a corporate blueprint 
for later pursuits in the furniture, tex-
tile, and tobacco industries.

Because of gold mining, Char-
lotte evolved from little more than a 
village during the antebellum era into 
a regional financial center. American 
and foreign investors heard and read 
of gold discoveries in Mecklenburg 
County. Many moved to the Carolina 
Piedmont to start mines or work in 
them. Although gold prospecting and 
mining occurred as far west as present-
day Cherokee County and as far east 
as present-day Nash and Halifax coun-

ties, most gold was found in 10 Pied-
mont counties: Guilford, Randolph, 
Davidson, Rowan, Montgomery, Stan-
ly, Cabarrus, Mecklenburg, Gaston, 
and Union.

Less than 30 years after Reed’s 
discovery, in 1827 
North Carolina 
granted the first char-
ter to a gold mining 
company. Corporate 
charters ranged from 
$100,000 to $300,000. 
(Investments of at 
least $100,000 were 
needed to start a 
deep-mining op-
eration.) For many 

years, North Carolina provided the 
only native gold for the United States 
mint. Once the gold was shipped to 
Philadelphia to be minted, however, 
little came back to circulate in the Tar 
Heel State. As a result, North Carolin-
ians wanted a government mint. Inter-
estingly, the United States opened the 
Charlotte mint in 1837, after gold min-
ers’ deposits had started to decline.

While Congress delayed its deci-
sion to establish the mint, Christopher 
Bechtler, with homemade equipment, 
opened a private mint. He coined gold, 
including the first minted-gold dollar. 

Historians report that Bechtler coined 
$109,000 in his first four years of busi-
ness (1831-35). Always trusted, the 
Bechtler mint lasted until 1857, a de-
cade and half after its founder’s death. 

In the 1840s gold mining revived, 
and miners, many of them immigrants, 
established new operations. Although 
the California Gold Rush lured many 
potential entrepreneurs westward, the 
vast majority of North Carolinians re-
mained and participated in the state’s 
mining renewal. 

Eventually, technology that was 
used in the California Gold Rush, 
such as hydraulic mining, was used in 
North Carolina. During the 1850s, min-
ing activity waned because digging 
deeper and deeper for less and less 
gold yielded little profit. By the advent 
of the Civil War gold mining in North 
Carolina became so unprofitable that 
the activity stopped.

Even so, gold mining had influ-
enced the Old North State’s unique 
economic development. According 
to Knapp and Glass, it contributed to 
North Carolina becoming a “leading 
manufacturing state [while being] one 
of the most rural states in the nation.” CJ

Dr. Troy Kickler was founding direc-
tor of the North Carolina History Project 
(northcarolinahistory.org).
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The unexpected death of Associate 
Justice Antonin Scalia overshad-
owed all other news emerging 

from the U.S. Supreme Court during 
the past year. Pundits and legal theo-
rists will be assessing Scalia’s long-
term significance for years to come. 
In the meantime, Ilya Shapiro, editor-
in-chief of the Cato Supreme Court Re-
view, is focusing on the short-term im-
pact. Scalia recently reviewed the high 
court’s 2015-16 term for the Federalist 
Society in Raleigh. He shared high-
lights from that presentation during an 
interview with Mitch Kokai for Caro-
lina Journal Radio. (Head to http://
www.carolinajournal.com/radio/ to 
find recent CJ Radio episodes.) 

Kokai: Just how significant was it 
for the court’s term that Justice Scalia 
passed away, leaving them with just 
eight justices rather than nine?

Shapiro: Well, it was significant, 
of course, but in ways different than 
most people think, in the sense that, 
obviously, his passing cast a pall, put a 
black ribbon, metaphorically speaking, 
on the term. Most terms, journalists 
[and] pundits strain to concoct some 
sort of theme about the court’s turn to 
the left, or the right, or some other sort 
of way to combine disparate cases into 
a narrative.  

Here there actually was a theme. 
And that is that the shock, and then the 
effect, and the court dealing with the 
change. But in practical terms, regard-
ing the cases that were on the court’s 
docket this term, his vote wouldn’t re-
ally have made a difference in almost 
anything. The one major one, where it 
would have, is a case called Friedrichs 
v. California Teachers Association, which 
involved worker’s rights who are non-
members of unions in the public sector 
— whether they can be forced to pay 
nevertheless a portion of the union 
dues that go toward collective bargain-
ing.  

But apart from that one case … 
big surprise in the affirmative action 
case: [Justice Anthony] Kennedy, for 
the first time, upheld a use of racial 
preferences. He’s never done that. He’s 
never closed the door, but he’s never 
actually found a program that he likes, 
until this one. But that ruling was 4-3. 
If Scalia had been there, it would have 
been 4-4. The lower court still would 
have been affirmed. The program still 
would have been in place. We wouldn’t 
have had an opinion, but the opinion is 
less significant than the actual result. 

The abortion case, Whole Woman’s 
Health, that ruling was 5-3, again Ken-
nedy joining with the liberals. If Scalia 
had been there, it would have been 
5-4, same result. The immigration case 
ended up 4-4. President Obama’s ex-
ecutive actions on immigration, I was 
pretty involved in that, filing briefs all 
the way through, generally on behalf 

of people who support immigration 
reform, but who believe that it takes a 
law to change a law. … The court split 
4-4, leaving in place the block — the in-
junction — the lower courts had put in. 
With Scalia there, it would have been 
5-4, with an opinion leaving in place 
the injunctions. 

So again, for practical purposes, 
all of these big cases that you can look 
at, Scalia’s vote really didn’t make di-
rectly that much impact. It would have 
had an impact in terms of his writing in 
certain ways. It certainly would have 
changed the media coverage and the 
so-called narrative that people would 
have been describing.  

But as I said, other than that one 
worker-rights case — come to think 
of it, there were only four 4-4 splits 
— those narrow splits, the exact split 
where the court does not issue an opin-
ion. And there were only four 5-3 or 4-3 
cases where his vote might have had 
some effect, but not necessarily.  

So going forward, obviously, his 
vote and his pen make a significant 
impact. And already we’re seeing the 
types and the numbers of cases that the 
court is putting on its docket for next 
term. That’s slowed down, and they’re 
not really taking controversial cases. 
But directly for this term, his passing, 
as I said, has not had as much of an im-
pact as a lot of people might think. 

Kokai: Exploding, to some extent, 
this narrative we always hear about 
the 4-4 [split] with Kennedy as a swing 
vote. As you were just saying, only in 
one case might you have seen that sort 
of reaction. Otherwise, the cases came 
out differently than what the pundits 
and prognosticators would often say.

Shapiro: Yeah. This is just an-
other one of those typical terms where 
Kennedy is king, and wherever he goes 
is where the court ends up. So we had 
a few years where people were saying 
that [Chief Justice] John Roberts had 

recaptured the court for himself with 
the Obamacare cases, for example, … 
and certain other things. But in this 
term, Kennedy really was the only one. 
There were only four of those tightly 
split [cases]. With Scalia [they] would 
have been 5-4 cases, and [Kennedy] 
was the only one in the majority in all 
four of those.  

So again, for the future and for 
kind of the huge loss of Scalia’s passing 
due to his importance in terms of juris-
prudence, and legal theory, and all the 
rest of it, when you really look down at 
the nitty-gritty, you know, there were 
some cases the conservatives won, 
some cases the liberals won, some very 
technical ones. And it’s much more of 
a conventional term if you are able to 
look past the incredible shroud, really, 
of Scalia’s absence.

Kokai: One of the big issues that 
is beyond actually the cases that came 
out this time, though — but it deals 
with the issue that we’ve just been 
talking about, that is that empty seat 
on the court — is who sits there next. 
We know that President Obama has 
made a nomination. The Senate has not 
taken any action and, fairly early on, 
said it wasn’t planning to. What kind 
of impact do we have on a court if the 
justices remain sort of in eight-justice 
mode for the foreseeable future?

Shapiro: First, we have to under-
stand that even if the Senate had acted 
in due course on Merrick Garland’s 
nomination, Judge Garland would not 
have joined the Supreme Court in time 
to consider any cases this term. So this 
is all about how quickly a ninth seat is 
filled for next term.  

And at this point, even if he’s, 
say, confirmed either in the lame-duck 
session or around the election time, it 
would still be halfway through next 
term where he, or whoever the next 
justice is, would be joining the court.

This isn’t that anomalous, histori-

cally speaking. If you look at the mod-
ern era, say after World War II, … there 
have been plenty of periods where the 
court has had eight members or even 
seven. And every year, there are cases 
where justices recuse for financial rea-
sons or for some other reason that they 
don’t participate. It’s not that the court 
is hamstrung. Sometimes the court 
holds over cases. They wait until there 
is a full complement to make that deci-
sion.

A lot of people, myself included, 
thought that’s what would happen 
with the contraceptive mandate case 
this term, Zubik v. Burwell, because 
there was a split in the lower courts, so 
the court couldn’t simply release a 4-4 
opinion because that would result in 
a Schrodinger’s mandate, which was 
legal in part of the country and not in 
the other. Instead, John Roberts kind 
of fudged it and forced a facilitation in 
the lower courts, kind of punting that 
issue.

But overall, you know, this is a 
unique situation. It’s really unprec-
edented. We’ve had vacancies in presi-
dential election years. But, for example, 
the last time that a vacancy that arose 
in a presidential election year was also 
filled before the election was 1932. The 
last time it was confirmed by a Sen-
ate of the opposite party to the White 
House was 1888 —you know, the time 
of top hats and big bushy sideburns. So 
a very different time than today. The 
court played a very different role than 
it does.  

And to be clear, it’s a political ar-
gument that we’re having about what 
the Senate should or should not be 
doing. It’s surprising, I suppose, that 
Senate Republicans found some steel 
in their spines. That’s not a frequent 
occurrence, but that’s the position they 
took. And since they weathered the 
first few weeks of the public relations 
assault, this is where we are and where 
we’re going to be at least until the elec-
tion.                                                   CJ

Shapiro: Death of Scalia had surprisingly little effect on Court term
“For practical purposes, all of 
these big cases that you can look 
at, Scalia’s vote really didn’t make 
directly that much impact. It would 
have had an impact in terms of his 
writing in certain ways. It certainly 
would have changed the media 
coverage, and the so-called narra-
tive that people would have been 
describing.”

Ilya Shapiro
Editor-in-Chief

Cato Supreme Court Review  
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Freedom rises
in North Carolina

COMMENTARY

Debates about funding
miss the point

The mainstream media and 
pundits on both sides of the 
aisle focus an extraordinary 

amount of time and energy examin-
ing public school funding.

That is not surprising. Sur-
veys suggest that most Americans 
believe that public schools should 
receive more taxpayer money. Ac-
cording to the left-leaning PDK/
Gallup Poll, “Lack of financial 
support for schools has been at the 
top of Americans’ list of the biggest 
problems facing their local schools 
for 10 years — and by a 
wide margin.”

Likewise, when 
asked if “government 
funding for public schools 
in your district should 
increase, decrease, or stay 
about the same,” 57 per-
cent of respondents to the 
right-leaning Education 
Next poll said that expen-
ditures should increase 
and another 35 percent 
said that they should stay 
about the same.

Even when provided 
the actual per-pupil expenditures 
for their respective school dis-
tricts, 42 percent still believed that 
additional taxpayer money was 
needed. A plurality answered that 
the government should hold them 
harmless.

Naturally, the beliefs of the av-
erage American voter inform media 
narratives and political discourse. 
Throwing money at public schools 
is a handy political talking point. 
Not throwing “enough” money 
their way can be a political liability.

Unfortunately, the media, as 
well as those in the punditry or ad-
vocacy business, often decide how 
much is “enough” based on who is 
in charge. Regardless of the actual 
change in the state budget, educa-
tion budget increases by Democrats 
are called “sound investments,” 
while Republican efforts to boost 
the education budget are tagged 
“insufficient” or, more recently, an 
“election-year ploy.”

The truth is that the endless 
debate over “appropriate” funding 
increases is bootless. (I am trying to 
revive the word “bootless,” which 
means “ineffectual” or “useless.” 
Try it out on a friend today!)

Don’t get me wrong. Assess-
ments of available resources are 
necessary. But education researchers 
generally have found that the rela-
tionship between spending and per-
formance is weak. Most agree that 
how the money is spent is far more 

important than how much money is 
available to be spent, that is, a focus 
on educational productivity.

Whether you call it “educa-
tional productivity,” “return on in-
vestment,” or “bang for the buck,” 
an assessment of the relationship 
between educational inputs (mon-
ey) and outputs (performance met-
rics) is an essential starting point for 
good K-12 education policy. Educa-
tional productivity researchers use 
quantitative methods to measure 
the relative return on investment for 

schools and school dis-
tricts. These methods take 
into account differences in 
cost of living, household 
income, English language 
proficiency, and special 
education services across 
districts and states.

All things being 
equal, there are tremen-
dous variations in produc-
tivity within North Caroli-
na’s public school system. 
A 2014 study published 
by the liberal Center for 
American Progress found 

that Union County, Davie County, 
Mooresville City, and Surry County 
school districts had the highest 
return on investment in the state. In 
general, these districts had below-
average per-pupil expenditures but 
above-average test scores. Schools 
in Hertford, Anson, Washington, 
and Halifax counties had the lowest 
return on investment. Per-pupil 
expenditures were relatively high, 
but their test scores were disap-
pointingly low.

Productivity research cannot 
identify specific causes of unpro-
ductive schooling, complicating the 
turnaround process. School districts 
are complex organizations embed-
ded in messy social, cultural, and 
political institutions. What works 
well in Union County may not work 
at all in Hertford County. On the 
other hand, productive school dis-
tricts may have policies or practices 
that could benefit their struggling 
counterparts.

The most valuable contri-
bution of productivity research, 
however, is that it offers a way of 
thinking that helps us escape our 
preoccupation with public school 
funding, so we can focus instead on 
the goal of ensuring that no child 
is forced to attend a substandard 
public school.                                CJ

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

TERRY
STOOPS The latest report card about free-

dom is out — and North Caro-
lina shows progress in several 

areas. But some grades remain intoler-
ably low.

The “Freedom in the 50 States” 
report, now published by the Cato 
Institute, uses hundreds of datasets to 
rank states by fiscal, regulatory, and 
personal freedom. In the latest edition, 
which uses statistics from 2014, North 
Carolina ranks 19th in overall freedom, 
up from 23rd in 2012 and 26th in 2010.

In that earliest year, Republicans 
won majorities in both houses of the 
state legislature for the first time since 
Reconstruction. While much of the 
subsequent attention has been direct-
ed at the tax and budget decisions by 
GOP lawmakers and, later, Gov. Pat 
McCrory, North Carolina’s freedom 
ranking has not changed much in this 
category. Most of the tax cuts in ques-
tion went into effect after the 2013-14 
fiscal year. Future editions of “Free-
dom in the 50 States” likely will show 
North Carolina improving its fiscal 
policy ranking substantially.

The key rise is in educational 
freedom, which measures the degree 
to which families can make their own 
decisions about how best to educate 
their children. Our state now ranks 
sixth in the nation, up from 22nd in 
2012. The expansion of public school 
choice (by delimiting charter school 
growth) and private school choice (by 
creating opportunity scholarships for 
low- to moderate-income families) 
explains most of the jump.

Other areas showing improve-
ment include campaign finance (we 
no longer force North Carolinians to 
fund politicians they don’t support), 
criminal justice (we now employ more 
alternatives to prison for nonviolent 
offenders), and the labor market 

(thanks to reforms of workers’ com-
pensation).

Unfortunately, North Carolina 
still fares poorly in several measures, 
especially business regulation. We 
rank 37th in occupational freedom. 
Much more than in most states, North 
Carolina requires those seeking to 
enter new professions or create new 
businesses of their own to get permis-
sion from state regulatory boards. 
Much of the time, these regulations 
are impediments created by existing 
providers who don’t want competi-
tion from new ones.

Our markets for health, auto, 
and other insurance are also more reg-
ulated than in the average state. North 
Carolina’s freedom ranking also suf-
fers because we require “certificates of 
need,” which limit competition in the 
delivery of medical services, and lack 
good protections against the abuse 
of government’s power of “eminent 
domain.”

Even if policymakers made no 
further changes, North Carolina’s 
ranking in overall freedom should rise 
into the mid-to-low teens by the next 
edition of the Cato Institute report. 
Tax cuts, regulatory reforms, and 
other policies enacted in 2014, 2015, 
and 2016 would yield such a result.

But why settle for a ranking in 
the teens? We need to be in the top 10. 
We need to reach a common under-
standing of what freedom entails. As 
much as possible, individuals should 
be free to make their own decisions, 
on their own property, with their own 
resources, to accomplish the goals 
they choose for themselves. 

The flip side of freedom is 
responsibility. We all make good and 
bad decisions. We should strive to 
replicate the former and learn from 
the latter.                                     CJ
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The Left’s blame game
McCrory not responsible for Dems’ policies

EDITORIALS

Hometown Debates
will inform voters

JOHN
HOOD

Testing teacher pay
Performance pilots offer promise

North Carolina is urbanizing 
— that much is certain. You 
can chart it in the economic 

data about population, income, and 
job creation. You can see it in the 
cranes that rise into the skylines of 
our largest cities. You can hear it 
as you travel the state and talk to 
people. Fewer have the distinctive 
accents of small-town and rural 
North Carolina.

 But to say our state is “ur-
banizing” is not to say that it is 
“urban,” or anything remotely 
approaching it. Most of us still 
live in suburbs, small 
communities, and rural 
areas. If North Carolina 
candidates fail to under-
stand that as they plan 
their campaigns, they will 
likely fail by Election Day.

Our two most-pop-
ulous counties, Mecklen-
burg and Wake, account-
ed for about one-fifth of 
all the ballots cast in the 
2012 election. If we are 
generous with the defini-
tion of “urban” to include 
counties with population densities 
of at least 750 per square mile, that 
would add four more to the list: 
New Hanover, Durham, Forsyth, 
and Guilford. All six counties col-
lectively cast 36 percent of the votes 
in 2012.

 You can raise that percent-
age up slightly above 50 percent 
by adding in counties with at least 
250 people per square mile. But 
few people would consider coun-
ties such as Alamance, Davidson, 
Gaston, and Catawba to be “urban” 
in any meaningful sense. Their po-
litical debates and voting behavior 
certainly don’t comport with what 
most people think of when they see 
terms like “urban issues” or “urban 
values.”

North Carolina politicians 
running for statewide office would 
be wise to plan accordingly.

You’ve probably heard a lot 
from incumbent Republican Gov. 
Pat McCrory and his challenger, 
Attorney General Roy Cooper, 
along with GOP U.S. Sen. Richard 
Burr and his Democratic opponent, 
Deborah Ross, so far this election 
cycle. But there are other races on 
the statewide ballot that deserve 
your attention.

For example, incumbent Lt. 
Gov. Dan Forest, a Republican, faces 
a rematch with his Democratic op-

ponent from 2012, former legislator 
Linda Coleman. Furthermore, two 
key offices have no incumbents. For 
attorney general, Republican Buck 
Newton faces Democrat Josh Stein. 
They previously served together in 
the state Senate. For state treasurer, 
former state legislator and Division 
of Employment Security head Dale 
Folwell, a certified public accoun-
tant, faces former Wake County 
Democratic Party chairman Dan 
Blue III, an attorney.

To help voters learn more 
about these important electoral 

contests, the North Caro-
lina Institute of Political 
Leadership is partnering 
with local chambers of 
commerce, newspapers, 
and broadcasters to host 
candidate forums in 
September. The “Home-
town Debates” series will 
be held in three cities. On 
Sept. 13, the lieutenant 
governor candidates will 
debate in Wilson. On Sept. 
20, the attorney general 
candidates will debate in 

Asheboro. And on Sept. 27, the state 
treasurer candidates will debate in 
Statesville.

 All three debates will be 
broadcast on television by UNC-
TV’s North Carolina Channel and 
on the radio by the North Carolina 
News Network. They also will 
feature questions from local news-
paper editors. Thanks to the series 
sponsors — the North Carolina 
Association of Defense Attorneys, 
North Carolina Advocates for Jus-
tice, State Employees Association of 
North Carolina, John William Pope 
Foundation, and North Carolina’s 
Electric Cooperatives — these 
events will give state residents a 
great opportunity to cast informed 
votes for lieutenant governor, at-
torney general, and state treasurer 
this year.

As you can see, IOPL and its 
partners in the Hometown Debates 
recognize that North Carolina 
politics is not simply about what 
happens in a few large cities. Most 
of the electorate lives elsewhere. To 
win their votes, candidates need to 
understand where they are coming 
from — both literally and figura-
tively.                                               CJ

John Hood is chairman of the 
John Locke Foundation.

Democrats and liberal com-
mentators have attacked 
Donald Trump and his aides  

loudly and gleefully for getting their 
chronologies wrong — for blaming 
the president for the onset of the war 
in Afghanistan in 2001, for example, 
despite the fact that Barack Obama 
was serving in the Illinois state senate 
at the time.

 Here in North Carolina, how-
ever, Democrats and liberal commen-
tators seem unwilling to admit the 
nature of the time-space continuum. 
In their efforts to deny Gov. Pat Mc-
Crory a chance at re-election, they’ve 
questioned his claims of a “Carolina 
Comeback” by citing trends that por-
tray the state’s economy in an unfa-
vorable light.

 Their problem is that most of 
the actual economic trends since Mc-
Crory took office in 2013 are positive. 
So liberals have resorted to shifting 
the starting point of their analysis to 
2007. They say the state’s economy 
has not yet recovered all the ground it 
lost during the Great Recession.

That’s true, at least by some 
measures. In 2007, 8.5 percent of 
working-age North Carolinians either 
were unemployed or underemployed. 
During the recession, that number 
soared into the high teens. Even after 
one of the largest improvements in the 
country since McCrory’s inaugura-

tion, North Carolina’s combined rate 
of unemployment and underemploy-
ment is currently 10.2 percent.

But if Trump and national 
Republicans tried to blame President 
Obama for the onset and immedi-
ate aftermath of the Great Recession, 
which occurred during the last two 
years of the Bush administration, 
they’d be pilloried and ridiculed.

The more-relevant question is 
how the American economy has fared 
since Obama took office. The even-
more-relevant question is how the 
American economy has fared since 
Obama’s key fiscal and regulatory 
policies were enacted in 2009 and 
early 2010. The answer is that our na-
tion’s economy has improved by most 
standard measures since that 2009-10 
period — but at the slowest pace since 
World War II.

McCrory cannot be responsible 
for the policy choices and economic 
performance that occurred during the 
administrations of Democratic gov-
ernors Mike Easley (2001-09) and Bev 
Perdue (2009-13).

Within the context of a weak 
national recovery, North Carolina’s 
economy is doing better than aver-
age. That’s what McCrory means by 
a “Carolina Comeback.” Blaming him 
for what happened under Easley and 
Perdue is not a rebuttal.        CJ

During its 2016 legislative ses-
sion, the General Assembly 
created several pilot programs 

to test the effectiveness of perfor-
mance pay in public schools. One $10 
million program will provide bonuses 
to the top-performing 25 percent of 
third-grade reading teachers statewide 
as well as the top-performing 25 per-
cent of third-grade reading teachers 
within each school district.

 Teachers won’t be evaluated 
simply on the basis of how high their 
students score on tests. That would 
tell you more about the characteristics 
of the kids being tested than about 
the instructional value added by their 
teachers. Instead, the system will use 
the average student growth — how 
well the third-graders do on their 
reading tests compared with how well 
they did the previous year.

  One possible use of perfor-
mance pay is to encourage teachers 
to improve their effectiveness, either 

by working harder or worker smarter. 
Perhaps the promise of financial re-
wards will lead to greater effort or to 
teachers acquiring new skills. Another 
way performance pay might be useful, 
however, is simply to identify the best 
teachers, retain them in the profes-
sion for longer periods of time, and 
perhaps give them additional com-
pensation to take on more duties or 
more challenging assignments (such 
as teaching disadvantaged children).

 These two mechanisms are 
quite different, although they could, 
of course, coexist within the same 
schools or districts. 

If by using value-added test 
scores and passage rates we reliably 
can identify the most skillful and in-
novative teachers in North Carolina, 
and then use higher pay and other 
means of keeping and deploying them 
effectively, the benefits to students, 
families, and North Carolina as a 
whole could be quite large.        CJ
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The investment boxing match

Beware of
parachute journalism

MEDIA MANGLE

MICHAEL
WALDEN

Have you ever seen a news story reported 
in a major media outlet about your 
hometown, or a place you know well, 

that portrays the area in such a light that you 
just can’t recognize it?

The premise of the article may be plausible, 
but because the writer is unfamiliar with the 
region, and may be pushing an agenda, a story 
that appears to be thorough can be one-sided or 
incomplete.

This practice is known as “parachute 
journalism.” A reporter visits for a few days, col-
lects information to tell a slanted story, and then 
leaves without spending enough time or effort 
to gather other material that may temper or even 
contradict his premise.

A recent case in point was a lengthy feature 
in The Wall Street Journal that tried to explain the 
rise of Donald Trump with a local twist, using 
the collapse of the furniture industry in Hickory, 
N.C., as the backdrop.

The story highlighted 
Hickory’s economic de-
cline and how competition, 
especially from China, has 
affected the political land-
scape. “Disillusionment with 
globalization has fed one 
of the most unconventional 
political seasons in modern 
history, with Bernie Sanders 
and especially Donald Trump 
tapping into potent anti-
free-trade sentiment,” wrote 
reporters Bob Davis and John 
Hilsenrath.

Yes, Hickory has taken a series of body shots 
over the past couple of decades, as several of 
North Carolina’s key manufacturing industries — 
furniture-making and textiles, primarily — have 
contracted. But others have taken their place. 

The Lenovo computer plant in Research 
Triangle Park, Cree LED facility in Durham, and  
HondaJet campus near Greensboro are examples 
of forward-looking industries that can thrive in a 
global marketplace.

A response to the WSJ story at the Federal-
ist.com website offered a fuller perspective. The 
article, by Hickory native Eric Cunningham, 
agrees that Hickory no longer may be the hub of 
the world’s furniture industry, but the city has 
adapted by embracing new industries — nota-
bly, telecommunications.

By 2000, 40 percent of the world’s fiber-
optic cable — the pipeline that brings broad-
band services to homes and businesses — was 
manufactured in Hickory. A former textile mill 
has been repurposed as a major logistics hub. 
And while the unemployment rate in Catawba 
County reached 16 percent at the height of the 
Great Recession, it’s now 4.6 percent, lower than 
the national average.

Moreover, a 2015 study from Ball State Uni-
versity found that while U.S. industrial output 
has grown dramatically in the 21st century, 90 
percent of the nation’s manufacturing job losses 
from 2000-10 can be attributed to improvements 
in productivity rather than competition from 
foreign trade.

So beware parachute journalism — es-
pecially when the story’s profiling a place you 
know better than the out-of-town reporter who’s 
writing about it.                                                       CJ

Rick Henderson is editor-in-chief of Carolina 
Journal.

RICK
HENDERSON

Like many, I mourned the recent loss of Mu-
hammad Ali. I watched Ali rise through the 
ranks of boxing’s heavyweight division and 

admired his skill and tenacity. I was also sad to see 
him in pain in the latter years of his life.

There’s been the equivalent of a heavyweight 
boxing match going on for decades in the invest-
ment world. It’s the battle about the best approach 
to investing. In one corner is the strategy called “ac-
tive management.” In the other corner is the oppo-
nent, “passive management.” The two approaches 
have been engaged in a match for at least 50 years, 
and both sides have always answered the 
bell for another round.

Active management is based on the 
notion that trends can be perceived in both 
the economy and investment markets that 
allow buying and selling of specific invest-
ments paying superior investment earn-
ings. Expanding on an old Kenny Rogers 
song, active managers “know when to buy 
them, know when to hold them, and know 
when to fold (sell) them.”

People adhering to the passive 
management approach believe just the op-
posite. Passive managers think the econ-
omy is too complex for anyone to know 
consistently where it’s going and what businesses 
and investments will benefit. Furthermore, passive 
managers say trends and forecasts that are known 
generally automatically will be incorporated into 
the current prices of investments. 

So, to be a successful active manager, you 
have to see things others don’t in the economy and 
investment world. Obviously, supporters of active 
management say this is possible; advocates of pas-
sive management say it isn’t!

The boxing match between active and pas-
sive management approaches translates into some 
distinct differences in the way investing is under-
taken. As the name implies, buying investments 
that are thought to provide superior returns and 
selling those that have had their run are the essen-
tial ingredients of active management. This means 
frequent trading of investments and two kinds of 
costs — fees for the manager directing the buying 
and selling and potential fees for each transaction.

In contrast, passive investment management is 
implemented with a diversified buy-and-hold strat-

egy. This suggests buying a collection of each of the 
major kinds of investments — such as stocks, bonds, 
precious metals, real estate, and money market 
funds — and holding them throughout the ups and 
downs of the economy. Only two adjustments are 
made. First is periodically moving money among 
the investments to maintain the desired percentage 
in each category. Second is adjusting the percent-
ages at different stages of an investor’s life (young, 
middle age, old), usually to increase safety with age.

As you might expect, the academic journals 
are filled with studies evaluating which investment 

approach — active or passive manage-
ment — is best. I even contributed to this 
debate last year. The essential question 
becomes: Do the higher fees paid to active 
managers pay for themselves with better 
investment earnings?

To answer this question a number 
of factors must be considered. In measur-
ing fees, all fees related to the investment 
should be included. Some fees are paid 
initially when money is placed in the 
investment, others are paid annually, and 
some are paid when the investment is 
sold. Then, once total fees are calculated, 
investments should be compared by their 

“after-fee” rate of return. 
It’s also important in evaluating alternative 

investment approaches to look at consistency. For 
instance, an active investment manager might brag 
about his investment success over the past five years. 
But what about the last 10 years, which would in-
clude the Great Recession? Also, how did the manag-
er perform over a much longer time span including 
several recessionary periods and growth periods?

Finally, when looking at specific investments, 
make sure you understand how the investment 
works. Investments can be explained — even to 
people with no investment background. Be careful if 
someone says: “Trust me, I know what I’m doing.” 
You also should know what the manager is doing.

The investment boxing match is good for all 
individuals to judge — including our candidates for 
state treasurer.                                                               CJ 

Michael Walden is a Reynolds Distinguished 
Professor at N.C. State University. He does not speak for 
the university.
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The self-righteous Left and the war on science

2017 policies should focus on growth

ANDY
TAYLOR

BECKI
GRAY

The 2016 N.C. legislative session 
was short, but full of significant 
action: limiting the growth of 

government, cutting taxes, paying 
down debt, building savings, raising 
teacher pay by almost 5 percent, pro-
tecting property rights, and continu-
ing the momentum 
toward economic 
growth that began 
in 2011.

What’s 
ahead? More of 
the same, I hope. 
As we look toward 
a new legislature 
convening in 2017, 
there are opportu-
nities to continue 
on the same path 
of reform that has 
led to a vibrant, revitalized North 
Carolina with one of the strongest 
economies in the country.

A longtime debate continues 
between economic development and 
economic growth. Progressives tout 
economic development, a system 
letting government decide which busi-

nesses get resources at the expense of 
the vast majority of taxpayers, picking 
winners and losers through subsidies, 
tax breaks, and carve-outs for a select 
business or industry.

On the other hand, economic 
growth, favored by free-market advo-
cates, is based on policies that maxi-
mize growth for all businesses: low 
and fair taxes and reasonable regula-
tions, providing a well-skilled work 
force, consistent and fair treatment, 
and a fertile environment for entrepre-
neurs and investors.

For those committed to the long 
term, growth policies result in a strong 
economy. We’ve seen this in North 
Carolina with 300,000 net new jobs 
created since 2013 and unemploy-
ment down in all 100 counties. Gross 
domestic product, job creation, and 
per-capita income growth all beat 
national and regional averages. We 
have the ninth-strongest economy in 
the country.

But the battle against economic 
development incentives is never-end-
ing. This session we saw the intro-
duction of a new markets tax credit. 

Expect to see this idea revived again, 
along with proposals to reinstate solar 
tax credits, expand film credits, and 
revive a research-and-development 
grant program.

Expect to hear noise about small-
town main-street revitalization and 
historic preservation, regional com-
munity and low-income community 
development strategic planning, land-
use credits and grants, and training on 
“economic development” programs.

Those incentives redirect hun-
dreds of millions of dollars that could 
be better spent on tax reduction, 
training well-skilled workers, infra-
structure investments, or returning tax 
dollars to those who earned them.

Economic growth depends on 
innovation and investments of entre-
preneurs. How do you get capital into 
the economy? If you are an economic 
developer, you push things like a new 
market tax credit or taxpayer-funded 
cash giveaways. If you are committed 
to economic growth, you look at re-
pealing North Carolina’s capital gains 
tax. Complete repeal would pump 
$500 million back into the state’s 

economy to be re-invested by proven 
job creators, North Carolina’s small-
business community.

The right investments can fuel 
economic growth as long as those 
investments are broad and benefit 
everyone. Hundreds of millions of 
dollars have been invested in roads, 
bridges, and highways determined 
by formulas based on safety, conges-
tion, and economic need. Economic 
developers look to investments in bike 
lanes, transit, and light-rail trains that 
come with huge short-term and long-
term costs to the benefit of a very few.

As we look forward, we should 
focus on further economic growth, 
fueled by entrepreneurs, job creators, 
and people investing money and 
resources in a market-driven economy. 
We still have a lot of work to do, but it 
is unquestionable that North Carolina 
is moving forward, stronger than ever, 
even stronger tomorrow.        CJ

Becki Gray is vice president for out-
reach at the John Locke Foundation.

The recent resignations of two 
prominent experts from state 
government advisory panels on 

environmental matters and the Repub-
lican-led Congress’ refusal before it 
left for summer recess to appropriate 
additional funds to manage the Zika 
threat reprised a familiar theme of 
Democrats’ charac-
terizations of their 
political oppo-
nents. Conserva-
tives, they say, are 
anti-science. Heck, 
it’s as if they’ve 
never heard of the 
Enlightenment.  

The argu-
ment has two 
important exten-
sions that those on 
the Left frequently 
lean on, both of 
which are constructed on faulty logic 
and a poor grasp of the facts. The first 
is that liberals and Democrats view 
the world objectively, building solid 
theory, deriving logical hypotheses 
from it, and then gathering informa-
tion using rigorous empiricism to test 
their assumptions. Conservatives, on 
the other hand, seem to be directed by 
mysticism and prejudgment, forms of 
inquiry that produce inconsistent and 
downright incorrect conclusions about 
the way the natural world works. 

Yet, survey research reveals very 
mixed results on this. Conservatives, 
for example, correctly view nuclear 
power as safe and the cheapest and 

most environmentally sensitive of 
nonfossil energy sources. The science 
also shows their judicious approach 
to be right on the effects of pesticides 
and genetically modified organisms. 
As with nuclear power, many liberals 
grossly exaggerate the scientifically 
established risks of pesticides and 
GMOs and, what’s more, ignore their 
capacity to feed the developing world 
— something no local organic farm 
could ever do. And while many on 
the Left think it’s all right to experi-
ment on human embryos, they have 
a conniption if you start introduc-
ing laboratory-produced strains of 
drought-resistant wheat to a field in 
Pakistan.     

 In fact, the self-righteous way 
many liberals think they form their 
view of the natural world has imbued 
them with a kind of fanaticism in 
other fields. I can take an intellectual 
beating from a physicist or botanist 
with good humor. But as a professor 
who studies politics, I do resent the 
absolutism of many left-wing academ-
ics who, because they think they are 
correct on the science, are cocksure 
the same must be true for their social 
science. The result is zealotry and 
attempts — through the media, on 
college campuses, using economic 
boycotts — to silence conservatives 
on public policy, a matter generally 
thought to be subject to open debate 
and democratic deliberation.   

The second extension is itself an 
extension, here in the form of a syl-
logism: Scientists are smart, scientists 

are Democrats, and therefore Demo-
crats are smart (or at least smarter 
than dumb Republicans). It’s hard to 
disagree with the first proposition, 
and a 2009 Pew Research poll found 
that only 6 percent of scientists con-
sidered themselves Republicans. But 
it’s not the case that the conclusion 
necessarily follows. Although Demo-
crats have been making headway with 
Americans who have postgraduate 
degrees, they still win a significant 
majority of those who never attended 
college. The median Republican voter 
is materially better-educated — does 
that mean she’s more intelligent? — 
than her Democratic counterpart.

 The scientific community’s 
allegiance to the Democrats probably 
is explained by distributive politics, 
not intellect. Most scientists’ research 
is financed publicly and the result of 
government spending — a practice 
that Democrats embrace particularly 
tightly when the costs are diffused 
throughout the massive federal 
budget. Just imagine what Congress 
would be like if it were full of scien-
tists. The collective IQ would jump 
dramatically, but we’d be throwing 
billions, possibly trillions of dollars to 
inhabit Mars, eradicate every disease, 
and construct particle colliders with 
little consideration of the odds of suc-
cess and total expense. The other criti-
cal functions of government would 
be neglected — technocrats often 
are incapable of understanding the 
tremendous breadth and integrated 
nature of public policy.

Even if conservative skeptics 
are sometimes wrong on the science, 
they play a critical role tempering this 
evangelism, ensuring deliberative and 
measured decision making; in fact, 
subjecting the process of making sci-
ence policy to the same kind of rigor 
generally practiced when making 
science itself.

Nowhere is this Madisonian 
checking and balancing more criti-
cal than on climate change. In their 
zeal to silence critics and make new 
policies, many on the Left effectively 
want to shut down the global econo-
my and strangle domestic business. 
Estimates range all over the map, but 
the costs of global warming accord-
ing to the Natural Resources Defense 
Council are about 3.6 percent of U.S. 
gross domestic product by 2100. Such 
figures ignore the massive economic 
and social costs of the policies those 
who calculated them pursue — the 
practical effects of which on trade and 
international freedom of movement 
would be positively Trumpian. 

By all means, enthusiastically 
assert a climate-change skeptic is 
shaky on the science, but make sure 
you thank her for the commitment to 
protect the rich fruits of modern com-
merce.                                                   CJ

Andy Taylor is a professor of politi-
cal science in the School of International 
and Public Affairs at N.C. State Univer-
sity. He does not speak for the university.
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ABC trucks to address N.C. ‘alcoholic beverage deserts’ (a CJ parody)
By evan Williams
Potent Potable Correspondent

RALEIGH

The Legislative Research Commis-
sion’s Committee on Alcoholic 
Beverage Desert Zones recently 

concluded that nearly 15 percent of 
North Carolinians lack adequate ac-
cess to hard liquor.

To remedy this, the legislative 
commission has recommended that 
a state-run fleet of trucks traveling 
through alcohol-deprived areas selling 
bottles of state-controlled hooch may 
be the best way to alleviate the pres-
ence of “booze deserts.”

The committee issued its final re-
port in August. To test the concept, the 
state Alcoholic Beverage Control Com-
mission will launch a pilot project in 
December that will operate in several 
counties in the northeastern region of 
the state.

The Alcoholic Beverage Desert 
Committee was created by a recom-
mendation of the Committee on Food 
Desert Zones that ended its work in 
2014. Food deserts are defined by the 
U.S. Department of Agriculture as “ur-
ban neighborhoods and rural towns 
without ready access to fresh, healthy, 
and affordable food.’’ 

An area is considered a food des-
ert if it meets certain low-income and 
low-access thresholds. To qualify as a 
food desert, a census tract must have 

a poverty rate of at least 20 percent or 
a median family income at or below 
80 percent of the area median fam-
ily income. It also must have at least 
500 residents; 33 percent of the census 
tract’s population must live at least 
one mile from a supermarket or large 
grocery store in urban areas or at least 
10 miles from a supermarket or large 
grocery store in rural areas. Accord-
ing to the USDA, more than 1.5 million 
North Carolinians live in 350 food des-
erts across 80 North Carolina counties.

The USDA has not established in-
come and access thresholds for booze 
deserts, but former state representa-
tive and food desert committee chair-
man Edgar Starnes told Carolina Jour-
nal that the food desert criteria may 

apply. Starnes said during the process 
of interviewing hundreds of food des-
ert “victims,” committee members 
learned that better access to alcohol 
was considered a greater public need 
than access to food.

“I promised those people we 
would address their concerns,” Starnes 
said. He was instrumental in estab-
lishing the Alcoholic Beverage Desert 
Committee before resigning from the 
General Assembly in January 2015 to 
take a job with the state treasurer.

The ABC Commission provides 
uniform control over the sale, pur-
chase, and consumption of alcoholic 
beverages. ABC Chairman Jim Gard-
ner told CJ he was not excited about 
the booze truck idea, but will follow 

the General Assembly’s direction and 
implement the pilot project.

Gardner said the project will 
cover a six-county region that includes 
Pasquotank, Perquimans, Gates, 
Chowan, Camden, and Currituck 
counties. The region covers approxi-
mately 1,500 square miles but has just 
eight ABC stores. 

At the center of the six-county 
area is the Amazon Wind Project, for-
merly known as the Desert Wind en-
ergy project. The project, currently un-
der construction, is North Carolina’s 
first commercial wind energy project. 
It consists of more than 100 492-foot-
tall turbines. 

Gardner said he selected that 
area for the pilot project because the 
name Desert Wind was reminiscent of 
booze desert and food desert. “If there 
really are food deserts and booze des-
erts, this would be it. Perhaps better 
access to booze can help compensate 
these residents for the visual pollution 
the wind turbines will cause,” he said. 

The ABC Commission will con-
vert a retired food truck into the first 
“Boozemobile.” It will be equipped with 
a sophisticated communication system 
to remind customers by phone call, text 
message, and email when and where it 
will be. It will carry a two-person crew  
and operate six days a week. Tax reve-
nue from the sales will go to the county 
where the purchase was made.      CJ

The N.C. ABC Commission recently unveiled its design for a state-run fleet of “Booze-
mobiles” that will serve areas of the state not near an ABC store, areas that ABC 
officials have designated as alcoholic beverage deserts. (CJ spoof photo)


