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MAIN STREET, NOT JONES STREET

The real greed menacing North Carolina is government greed

¢ During policy discussions, much is made of the greed
of private individuals, but rarely is government greed mentioned. Govern-
ment greed is the lust for power that consumes policymakers — the desire to

do whatever it takes to stay in power and to give government more power.

¢ In the North Carolina legislature, government greed is alive and well. Ten
policy examples discussed in this report reasonably attest to this lust for

power. Some of the examples include:

— Preserving Eminent Domain Abuse. There was overwhelming bipartisan sup-
port for a constitutional amendment to protect North Carolinians against eminent
domain abuse. The House voted 104-15 in favor of an amendment. To appease

special interests, however, the Senate never let the amendment be heard.

— Creating the State Water Police. To address recent drought conditions, the
legislature automatically decided to blame North Carolinians for their water con-

sumption instead of looking inward to determine how government policies affected

water-supply issues. As a result, the state has new powers with no real oversight

that will allow it to dictate severe water restrictions.

— Silencing Political Critics. The legislature passed “McCain-Feingold on ste-
roids”; i.e., legislation that prohibits many mass mailings, faxes, and telephone
communications that mention candidates in state elections prior to primaries and

general elections.

— Restricting Third-Party Competition. North Carolina has some of the most
restrictive ballot-access laws in the country—a good way to keep out the competi-
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— Centrally Planning Private Energy Purchases. The legislature recently
passed a law based on the assumption that the government, in order to promote
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uring the financial bailout “debate,” much had been made about the greed of financial institutions (i.e. Wall

Street). The “greed” of private individuals and groups gets attention during many policy discussions, but

rarely is government greed mentioned. Government greed is a lust for power. On Jones Street, where the
North Carolina legislature resides, government greed is alive and well.

Legislators repeatedly take actions to protect their own power and do what they can to expand upon that power
and the power of government at all levels. Proving greedy intentions is virtually impossible. However, many policies
reasonably can be attributed to this lust for power.

This Spotlight report cites 10 different examples to demonstrate government greed in North Carolina. Granted,
there are many run-of-the-mill new regulations and taxes that could be attributed to this greed. Typical governmental
action is not what this report highlights. Instead, to make a more compelling case that greed is at the heart of the deci-

sions, the examples chosen here are extreme, but not uncommon.

The examples feature several common themes. Often they demonstrate a complete disrespect for North Carolin-
ians and even fellow legislators. They also feature blatant attempts to keep competition out of the political arena. They

all highlight a government greed for power at the expense of citizens.

1. Eminent Domain Reform

The United States Supreme Court, in Kelo v. City of New London,! held that the government could seize private
property and provide it to another private citizen so long as it would benefit the economic health of the community.
For example, if a farm would generate more tax revenue if it were turned into a strip mall, then the government could

take the farm and give it instead to a strip mall developer.2

This 2005 decision outraged the public and drew significant attention to eminent domain abuse. In North Caro-
lina, there was bipartisan recognition that the state constitution needed to be amended to protect against those kinds
of takings. On May 24, 2007, the North Carolina House overwhelmingly passed a constitutional amendment to protect
against eminent domain abuse.? The vote was an incredible 104-15.*

The amendment then went to the North Carolina Senate. The Senate leadership sent the bill to the Ways and
Means Committee, a committee that had not met since 2001.% It was a not-so-subtle way of killing the amendment. The
move ensured that no real protection from eminent domain abuse would exist in North Carolina. More importantly,
the move appeased the taxpayer-financed North Carolina League of Municipalities (NCLM), arguably the most pow-
erful special-interest group in Raleigh. Some legislators perceived that opposing such a group would be bad for their

political careers.

2. Annexation Reform

As with eminent domain reform, appeasing NCLM was behind the North Carolina Senate’s decision to kill a
widely supported measure to reform annexation. Forced annexation is a power given to municipalities to unilaterally
force people who had chosen to live in unincorporated areas to live within municipalities.

On July 2, 2008, the House overwhelmingly passed a moratorium on forced annexation.® The vote was 98-18.7 It
was not a vote on actual reform—it was simply a vote to freeze the annexation process so the issue could be properly
studied. The Senate, as was expected, put NCLM ahead of North Carolinians. The moratorium bill, despite significant
grassroots support, was never considered in the Senate.

3. Drought-Management Bill

The legislature passed a drought-management bill on July 18, 2008, in response to water shortages that existed



in the state.® Instead of trying to determine how state and local government policies led to water shortages and how
water supply could be improved, the legislature blamed North Carolinians first (a common theme) by focusing on re-
stricting water consumption.

The state expanded its power over the public by being able to dictate what kinds of water-conservation measures
must be implemented by local governments. Water emergencies will be determined by the governor and the secretary
of the Dept. of the Environment and Natural Resources without any real oversight. The poorly drafted drought-man-
agement bill creates massive regulation of water use, with its only mention of water supply being a provision that

states water supply issues shall be studied.’

4. Taxpayer Financing of Elections

In North Carolina, taxpayers are forced to subsidize the campaigns of judicial and some Council of State candi-
dates (including those they oppose).l° The judicial financing program was supposed to be financed by taxpayers who
voluntarily check a box on their state income-tax returns indicating that they want $3 of their taxes to be used for the

program.

Even though the check-off program was voluntary and would not cost individual taxpayers any additional taxes,
they didn’t support it.!! Faced with this lack of voluntary support for taxpayer financing, the legislature decided to
ignore the public’s will and instead take dollars from the General Fund (general taxpayer dollars) to support the pro-
gram.'2 The legislature continues to push taxpayer financing, ultimately to reach its desired goal of taxpayer financing
of all elections.

Taxpayer financing is an incumbency-protection scheme. Challengers have to overcome built-in advantages held
by incumbents. At the heart of taxpayer-financing programs are “matching funds.”*® If an unsubsidized candidate
(one that does not receive tax dollars) or an independent group spends beyond a threshold level, matching money is
provided to the opponent in order to penalize the unsubsidized candidate.!* The justification is to equalize funding
between the candidates.

The resulting effect, however, is to make it difficult for a challenger to overcome the incumbents’ advantages—per-

fect for maintaining incumbent power. As the United States Supreme Court explained in Buckley v. Valeo:'

Moreover, the equalization of permissible campaign expenditures might serve not to equalize
the opportunities of all candidates, but to handicap a candidate who lacked substantial name
recognition or exposure of his views before the start of the campaign.'¢

In 2008, the United States Supreme Court in Davis v. FEC'" held that a law that penalizes self-funded candidates
who spend beyond a certain threshold level was unconstitutional. The justification used for that law was to equalize
funds between candidates—a rationale the Court rejected.!® This opinion almost certainly means that North Caroli-

na’s taxpayer financing systems are unconstitutional.

5. Restrictions on Political Speech

A great way to protect power is to ensure that critics are silenced. On the federal level, the infamous Bipartisan
Campaign Reform Act (i.e., McCain-Feingold)!® prohibits corporations (including nonprofits) and labor unions from
using a wide range of political advertisements 30 days prior to a primary election and 60 days prior to a general elec-
tion.?° The prohibited advertisements (with some limited exceptions) include broadcast, cable, and satellite ads.?! The
law calls the prohibited advertisements “electioneering communications.”??

In North Carolina, the legislature developed “McCain-Feingold on steroids” for state elections.?? It was apparently



not good enough to define “electioneering communications” as including broadcast, cable, and satellite ads. The legis-
lature also chose to prohibit many mass mailings, faxes, and telephone bank communications prior to primaries and
general elections.

6. Ballot-Access Restrictions

North Carolina’s ballot-access laws are some of the most restrictive in the country. For a political party to get on
the North Carolina ballot through a petition, the party must, among other things, obtain signatures of registered and
qualified voters equal to 2 percent of the total number of voters who voted in the previous general election for gov-
ernor.? This 2 percent requirement also applies to independent or unaffiliated candidates.?s For 2008, the number of

signatures required was 69,734.%"

As a practical matter, the required number of signatures is far greater because unqualified people may sign a peti-
tion or there may be faulty information. For example, the Libertarian Party of North Carolina submitted more than
108,000 signatures to get on the 2008 ballot.?®

The petition requirement for a party is the second most restrictive in the country for statewide office, based on
total number of signatures required.? Taking account differences in the total number of voters in the 2004 presidential

election for each state, the petition requirement for a party is tied as the fifth most restrictive in the country.?®

7. Renewable Energy Mandate

North Carolina has a program called NC GreenPower that allows citizens voluntarily to pay extra for electricity in
order to subsidize the generation of more renewable energy (e.g., wind, solar, and biomass). The Utilities Commission’s
own consultant in a December 2006 report explained that the program had been able to generate only 0.011% of the

state’s electricity needs.?! To clarify, this is just over one-hundredth of one percent.

Since North Carolinians were not voluntarily supporting renewable energy, the legislature decided to force them
to support it. In 2007, the legislature passed Senate Bill 3,32 which requires utilities to generate 7.5 percent of their
electricity from renewable sources.?® Consumers of course are forced to pay for this requirement through higher elec-
tricity prices.* The overall bill was filled with provisions to appease special interests—the same interests that keep
the legislators in power.?

The bill was particularly important to utilities and environmental pressure groups—the impact on the public as
usual did not matter. The legislature was even unwilling to require utilities to inform North Carolinian consumers

that they were paying extra or how much they were paying to subsidize renewable energy.

Worse, SB 3 even permits utilities to meet about 40 percent of the renewable energy requirement by buying elec-
tricity from outside the state.?® That electricity never gets back into North Carolina. In other words, to appease utilities
and environmental pressure groups, North Carolinians actually have to pay a lot more for electricity so that out-of-

state individuals can get electricity.

8. Energy Behavior Modification

SB 3 also forces North Carolinians to pay more in their electricity bills to subsidize energy-efficiency programs.®”
These programs generally consist of such things as financial incentives to purchase energy-efficient appliances. Under
the programs, electricity consumers pay a hidden fee in their electricity bill (i.e., a tax), which the utility companies

then use to reward consumers who do the right thing and buy energy-efficient goods and services.

The whole concept is about power—centrally planning private individuals’ energy decisions, including what light

bulbs they choose. The legislature assumes that North Carolinians are ignorant and unable to make decisions on their



own, even though individuals have incentives through energy savings to purchase energy-efficient goods and services
that adequately suit their needs.

9. Cap on Charter Schools

The legislature’s insatiable appetite for power is at its most obvious level when it comes to charter schools. The
best interests of children and their parents are secondary to the interests of the public education establishment. To
stay in power, many legislators would never dare go against the interests of the North Carolina Association of Edu-
cators (NCAE) and other powerful groups, such as the North Carolina Department of Public Instruction (DPI), that
would fight any intrusion upon the government’s monopoly on education.

For over a decade, North Carolina has had charter schools.?® They are tuition-free public schools given more in-
structional and operational freedom than traditional public schools. By law, there is a cap on the number of charter
schools in North Carolina® — the cap, which already has been reached, is set at 100 charter schools.

The legislature refuses to lift the artificial cap even though parents are clamoring to have their children attend
charter schools. For example, at just one charter school, Frankin Academy in Wake Forest, 1,525 students applied for
the 101 open seats available in the 2007-08 school year.** Public opinion polls in North Carolina show overwhelming
support for lifting the cap.*! Despite the overwhelming popular appeal of charter schools, powerful public-education
interest groups are strongly opposed to lifting the cap, so the legislature has refused to take even the modest step of
increasing the cap, which would allow thousands of parents to do what they believe is best for their children.

10. Concentration of Power

Some readers may wonder how it is possible that such widely supported policy reforms as eminent domain reform
and annexation reform fail in the North Carolina Senate. The answer is simple, and it is arguably the single biggest
problem in North Carolina government: concentration of power.

A few legislators can control almost every aspect of the legislative process, from what bills will be heard on the
chamber floor to what bills will be shipped off to die. The legislative rules, as voted on by each legislature, dictate how
much control a select group of legislators can have over the House and Senate. Citizens generally have no means of
challenging the legislative process to ensure that it does not continue to function as an oligarchy. At the start of the
2009 session, the legislature should develop rules that give a voice to all legislators, and by implication, a voice to all
North Carolinians.

Conclusion

The recent election campaign featured constant talk about changing how business is done in Raleigh. In 2009,
the new legislature can show that the campaign statements were more than mere rhetoric by changing the climate of
government greed.

North Carolinians elect legislators to represent their best interests, not to serve their own self-interests. The ten
examples listed in this paper should be a source of embarrassment for past legislatures. There is no reason why the
new legislature has to share in this embarrassment—government greed can and should be replaced by a commitment
to unselfish service to constituents.

Daren Bakst, J.D., LL.M., is Legal and Regulatory Policy Analyst for the John Locke Foundation.
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