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Popular Government
James Madison and other leaders in the

American Revolution employed the term

"popular government" to signilH' the ideal of a

democratic, or "popular," government—

a

government, as Abraham Lincoln later put it,

of the people, by the people, and for the

people. In that spirit Popul^ir Government
offers research and analysis on state and local

government in North Carolina and other issues

of public concern. For, as Madison said, "A
people who mean to be their own governors

must arm themselves with the power which
knowledge gives."
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ON THE COVER: Defenders of indigent people work
in a fist-paced, high-pressure setting where an error may
have devastating consequences for the client. North

Carolina is pioneering a university-state collaboration

to train these defenders. Illustration by Michael Brady.
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Issues, events, and developments of current interest to state and local government

Local Government Service Corps to Help Rural Communities in Need

The Master of Public Administra-

tion (MPA) programs at the UNC
at Chape! Hill School of Govern-

ment and Appalachian State University

(ASU) have come together to create the

North Carolina Local Government

Service Corps, a three-year initiative to

assist economically distressed commu-
nities in the state. The pilot phase of the

corps will deploy four MPA graduates

into the service of up to twelve North

Carolina rural communities through

full-time positions shared by two or

three communities.

Funding and other support for the

corps is being provided by the Golden

LEAF Foundation, the North Carolina

Rural Economic Development Center,

and the North Carolina League of

Municipalities.

The corps members will provide hands-

on economic development and capacity-

building assistance. To be selected from

the current class of second-year MPA
students at both universities, they will

begin r\vo-year service terms in July

2009. Both the corps members and the

communities will be supported by UNC
at Chapel Hill and ASLl before and

during the terms of service. The corps

members will receive advanced training

in economic development, local gov-

ernment management, and proposal

writing and grant administration. Public

officials in the host communities will

receive scholarships to attend Essentials

of Economic Development workshops

offered by the School of Government in

partnership with ASLl and other uni-

versities as regionally appropriate.

Training for public officials and two

years of service from a corps member
are expected to demonstrate a sustain-

able impact in the rural communities

served by the corps. To learn more,

contact the program director for the

corps. Will Lambe, at 919.966.4247 or

whlanibe(§ sog.unc.edu.

I

Assistance Available in Meeting New Federal Funding Rules

Related to Sexual Assault Prevention and Intervention

Sexual assault and domestic vio-

lence programs face heightened

challenges for cooperation among
law enforcement officials, health care

providers, and other stakeholders in the

face of new federal funding regulations.

The School of Government's Public In-

tersection Project (PIP) is a resource to

help communities adjust to the changes.

Effective January 2009, local pro-

grams to stop sexual assault and domes-

tic violence in North Carolina must

meet t\vo requirements on reporting

and investigating offenses in order to

sustain the approximately $2.9 million

in federal monies flowing to the states.

First, according to the U.S. Depart-

ment of Justice, Office on Violence

Against Women, states may not require

that "a victim of sexual assault . . .

participate in the criminal justice sys-

tem or cooperate with law enforcement

in order to be provided with a forensic

medical exam, reimbursement for

charges incurred on account of such

an exam, or both." This rule implies a

need for anonymous reporting systems

for victims of sexual violence.
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Local Elected Leaders Academy Announces

Winter 2008 Offerings

The Local Elected Leaders Acad-

emy will offer both focused,

in-depth courses and an orienta-

tion course in winter 2008-9 for North

Carolina's municipal and county elec-

ted officials:

Focused, In-Depth Courses

December 12, 2008

Planning Strategically for the Future

(School of Government, Chapel Hill)

December 13, 2008

Capital Budgeting for Local Governing

Boards (School of Government,

Chapel Hill)

Jamiary 14, 2009

Leading Your County Governing

Board—for newly appointed county

board chairs (Greenville)

Orientation Course: Essentials of

County Government

The Essentials course is offered in al-

ternate years to municipal and county

elected officials, depending on the

election cycle.

December 9-11, 2008

Lake Junaluska, Haywood Count)'

Jamiary 20-22, 2009

New Bern, Craven Countv

February 10-12,2009

Winston-Salem, Forsyth County

February 24-26, 2009

Raleigh, Wake Counr\-

Created by the School of Govern-

ment in partnership with the North

Carolina Association of County

Commissioners and the North

Carolina League of Municipalities,

the academy helps experienced and

newly elected local leaders lead and

govern their communities in the

twenty-first century. Through the

academy, elected officials learn how
to lead in this monumental time of

change; respond in new and inno-

vative ways to economic, political,

and demographic transformations;

and think creatively and act collabor-

atively when making decisions that

will shape North Carolina's future.

The academy's programs provide

timely and relevant information

about major issues affecting local

government, as well as tools and best

practices that elected officials can use

in their communities.

To learn more about these courses

and to register, visit v^'^vw.lela.unc.edu,

or contact Donna Warner at 919.

962.1575 or warner@sog.unc.edu.

School Sponsors Informa-

tion Sharing on Workforce

and Succession Planning

In
August 2008, human resource

professionals from sixteen jurisdic-

tions in North Carolina gathered at

the School of Government to share

information on workforce and succes-

sion planning. Participants represented

governments that were engaged in

workforce and succession planning in

varying degrees.

The exodus of baby boomers, the

challenge of retaining workers, and

organizations' needs for new skills

continue to provide the impetus for

governments to engage in workforce

planning. The forum allowed partici-

pants to share challenges that they are

facing, and to identify tentative lessons

from their workforce- and succession-

planning efforts.

School faculty member Willow

Jacobson coordinated the exchange.

She coedited the Winter 2007 special

issue of Popular Govermnent on

workforce planning. It is available free

of charge at the online archive of the

magazine, www.sog.unc.edu/popgov/.

For notification about future ses-

sions on information exchange, contact

Gail Wilkins at 919.962.9754 or

wilkins@soe.unc.edu.

Second, neither law enforcement offi-

cials nor other governmental personnel

may ask or require any victim of an al-

leged sexual offense to submit to a poly-

graph examination or another truth-

telling device as a condition of pro-

ceeding with the investigation of the

offense. A victim's choosing not to be

polygraphed should not affect the in-

vestigation, charging, or prosecution of

the offense.

Margaret Henderson and Lydian

Altman, associate directors of PIP, have

facilitated community planning meet-

ings and provided individual consulta-

tions for se.xual assault and domestic

violence advocates and professionals

in Caldwell, Catawba, Hoke, Meck-

lenburg, Moore, Orange, Pitt, Robe-

son, and Union counties. Their ser-

vices remain available at no charge

through December 31, 2008, because

of financial support from the North

Carolina Governor's Crime Commis-

sion. Beginning in January 2009,

Altman and Henderson will be

available to work with communities

on a contract basis.

PIP's training and consulting re-

sults were reported in the winter

2008 edition oi Popular Govermnent,

available at www.sog.unc.edu/popgov.
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Judicial College Inaugurates Advanced

Criminal Evidence Course for North Carolina Judges

In
May 2008 the Ncirth Cirolina Ju-

dicial College inaugurated an inten-

sive, four-day, skill-based course on

criminal evidence for superior court judges.

Twenty-three judges enhanced their

knowledge of topics such as character and

prior had acts evidence, opinion testi-

mon\', the Confrontation C^lause, evidence

issues in cases invoking child \ictinis and

sexual assault, and hearsay. Participants

benefited from role-playing, video dem-

( lustrations, case problems, work groups,

and panel discussions in developing

skills to deal with tough evidentiary

issues that arise in criminal cases.

The course, taught by School of Gov-

ernment facult}' members, law profes-

sors, and judges from the superior court

The best judicial course

I have attended at the

SOG. Should be a required

course for all trial judges,

superior ar^d district.

bench, the North Carolina Court of Ap-

peals, and the North Carolina Supreme

Court, is illustrative of the Judicial Col-

lege's approach to judicial education. Its

courses have small classes, usually focused

on a single topic, and are always highly

participatory. Before the course, judge

faculty members attended a one-day

faculty development seminar that

focused on designing effective teaching

sessions.

Several participants reported that it

was the best judicial training they had

attended and that it was on a par with

offerings from national judicial-training

organizations.

The Judicial College was established

in 2006. School faculty work with the

Administrative Office of the Courts, the

Chief Justice of the North Carolina

Supreme Court, and judicial officials to

develop, oversee, and evaluate a compre-

hensive educational program for judicial

officials and their support staff. Ten

courses have been designed to date, and

more are in the planning stages. To obtain

additional information and to learn

about upcoming programs, visit www.
sog.unc.edu/programs/judicialcollege/.

This is the best seminar

I have attended in my
21 years on the bench.

You guys did a great job!

Wayne County Moves to

Four-Day Workweek

In
August 2008, Wayne County be-

came the first North Carolina local

government to shift a large portion of

its employees to a four-day workweek.

County officials project a savings of

$300,000 in utility costs by assigning

about half of their 1,032 employees to

work four 10-hour days. Other North

Carolina local governments are investi-

gating similar arrangements for their

workforces.

Wayne County offices covered under

the four-day workweek are closed on

Fridays. To achieve the optimal savings

in utilities—adjusting thermostats for

three days in a row—offices must be

closed on Mondays or Fridays. The one

office closed on Wednesdays is the Solid

Waste Department, because that day

was the least disruptive for customers'

needs. Departments exempted from the

four-day workweek, such as the Sheriff's

Office and paramedic services, provide

services twent\-four hours a day, seven

days a week.

Recently the Utah state government

and the Birmingham, Alabama, munici-

pal government implemented four-day

workweeks. In Birmingham, city offices

remain open five days a week, with

School Graduates First Class of National Certified

Government Chief Information Officers

In
June 2008 the first class of National

Certified Government Chief Informa-

tion Officers (NCGCIO) graduated

from the School of Government's Center

for Public Technology (CPT). Currently

the only provider of NCGCIO certifica-

tion, CPT has established a strong part-

nership with GMIS (formerly Govern-

ment Management Information Sciences,

now using only the abbreviation), the

international association of public-

sector information technology (IT) pro-

fessionals, to ensure that the program is

available to students across the United

States. Among the twenty-one graduates

were three from Mecklenburg County

and one from Guilford County.

The purpose of the ten-month

NCGCIO program is to prepare IT pro-

fessionals to improve their organizational

technology assets by learning about IT

governance, project management, stra-

tegic FT planning, leadership, and change

management, among other topics.

The NCGCIO program builds on CPT's

mission to improve public services and

strengthen communities through stra-

tegic investment in IT. CPT focuses on

three ma)or areas: education and train-

ing, advice and technical assistance, and

research and publications.

A state-level program run by the

School, certifying chief information offi-

cers of state agencies, graduated twenty-
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employees scheduled tor four 10-hour

days per week.

Still to be addressed are Wayne Coun-

t>' employees whose offices are m
buildings shared with state government

offices. For details on implementation of

the new hours, go to www.wa\'negov.

com and click on "4-da\- work week."

School Receives Grant to Document Hunger

in Nortli Carolina

In
May 2008 the School of Govern-

ment received a seed funding grant

of $10,400 to document and evalu-

ate the prevalence of food insecurity'

and hunger in North Carolina. The

UNC at Chapel Hill Center on Poverty,

Work and Opportunitv' provided the

grant. School faculr\' member Maureen

Berner is the principal investigator.

In 2005 the U.S. Department of Agri-

culture reported that North Carolina

ranked higher than the national average

in rates of both prevalence of food inse-

curity (13.8 percent) and prevalence of

hunger (4.9 percent). Those rates had in-

creased significantly from previous re-

ports. "Food insecurit)'" means uncer-

tainty about having enough food because

of insufficient mone\' or other resources.

"I am particularly interested in how
local governments and nonprofits are

taking on more of the burden of provid-

ing a social safety net for our citizens,"

said Berner. "Fiow food pantries ad-

dress hunger in our country is a prime

example."

Berner, Sharon Paynter, a Public

Policy Fellow of the Taubman Center at

Brown University, and Emily Anderson,

a student in UNC at Chapel Fiiil's Mas-

ter of Public Administration Program,

will work with the Food Bank of Cen-

tral and Eastern North Carolina to

gather information at up to fort)' food

pantries across the state. Additional

funding will be sought to extend the

work beyond the pilot phase.

three students from a variety of North

Carolina agencies in December 2007.

This program also is the first in the nation

of its kind, focusing on the unique issues

faced by state agency IT personnel.

The second cohort of the state agency

CGCIO program began in February

2008 and will finish in December.

The original CGCIO program, target-

ing local government IT professionals

—

primarily in North Carolina—has grad-

uated more than 100 students since 2005.

Its fourth cohort, consisting of thirty-

four students, began classes in January

2008 and will graduate in November.

For more information about the

national, state, and local CGCIO
programs, visit wwfw.sog.unc.edu/c4pt/

cio.htm, or contact Stacey Everett at

919.962.4248. The first cohort to graduate from the state agency CGCIO program.
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POPULAR GOVERNMENT

Delivering on Gideon's Promise: Nortii Carolina's

Efforts to Eniiance Legai Representation for tlie Poor

AlysoH Grine

In
To Kill a Mockingbird, the State

of Alabama appointed Atticus Finch

to represent Tom Robinson because

Robmson was too poor to hire an attor-

ney. An African-American man falsely

accused of raping a white woman in

the Jim Crow South, Robinson sorely

needed counsel. Finch was all that stood

between him and an angr\' lynch mob.
Finch held fast, puttmg himself and his

children in harm's way to defend

Robmson. He believed in the presump-

tion of innocence, zealous advocacy,

and a fair hearing. He rejected the

notion that race and economic status

should play a role in determining guilt

or mnocence. For these reasons, Finch

has been embraced as a moral hero for

nearly fifty years. Ironically, when
Harper Lee penned the Pulitzer Prize-

winning novel in 1960, states were not

required to provide attorneys to poor

people such as the fictional Robinson.

Real people faced incarceration without

the benefit of counsel.

Although it has always been clear that

the Sixth ,\mendment to the U.S. Con-
stitution guarantees the right to appointed

counsel to people accused in federal

court of committing a crime, until 1963,

people accused in state court were not

guaranteed this right. In 1963, in the

landmark case of Gideon v. Wainuright,

the U.S. Supreme Court held that the

states must provide an attorney to every

indigent person accused in state court of

committing a felony.' The right to coun-

sel has since been extended to manv

The author plans, administers, and teaches

in continuing legal education programs
for North Carolina public defenders and
appointed attorneys in her role as defender

educator at the School of Government.
Contact her at agrine@sog.itnc.edu.
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misdemeanor offenses and to all critical

stages of criminal proceedings.

This article reviews the cases leading

up to Gideon, Gideon itself, and sub-

sequent cases related to the quality of

representation. It then provides an over-

view of the various systems in place

across the states for representation of

indigent defendants, and it describes

North Carolina's system in that context.

Next, it discusses the need for training

of defenders, and it identifies guidelines

and standards that have been promul-

gated in support of quality training. The

article concludes with a description of a

unique collaboration in North Carolina

to provide training for defenders.

The Right to Counsel

The Sixth Amendment to the U.S. Con-

stitution provides, "In all criminal pro-

secutions, the accused shall enjoy the

right ... to have the Assistance of Coun-

sel for his defence." The U.S. Supreme

Court initially interpreted this language

to mean that in federal courts, counsel

had to be provided for people accused

of crimes who could not afford to hire

an attorney.- In 1942, in Betts v. Brady,

the Court considered whether the guar-

antee of counsel for indigent defendants

applied to defendants in state courts un-

der the Due Process Clause of the Four-

teenth Amendment. The Court concluded

that "appointment of counsel is not a

fundamental right, essential to a fair

trial."-' Therefore the Fourteenth Amend-

ment did not require appointment of

counsel in state court in the way that

the Sixth Amendment required appoint-

ment in federal court."" Under Betts an in-

digent defendant in a state criminal matter

was entitled to counsel only in special

circumstances, such as in capital cases
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(those in which the state was seeking the

death penalty l in which the accused was

ilhtetate ot mentally challenged.

Twenn--one years later, a handwritten

letter to the U.S. Supreme Court from a

prisoner \\'as the catalyst for toppling

the holding in Betts. In 1963 the Court

accepted a petition written in pencil on

prison stationery by a man who was too

poof to pay the court filing fee.

Clarence Earl Gideon was serving time

in a Florida penitentiary for breaking

into a pool hall and taking coins from

\ending machines. At trial he asked that

counsel be appointed to represent him

because he could not afford to hire an

attorney, and his request was denied.

The COURT: Mr. Gideon. I am sorry,

but I cannot appoint Counsel to

represent you in this case. L'nder the

laws of the State of Florida, the only

time the Court can appoint Counsel

to represent a Defendant is when

that person is charged with a capital

offense. I am sorry, but I will have

to deny your request to appoint

Counsel to defend you in this case.

The DEFEXD.WT: The United States

Supreme Court says I am entitled to

be represented by Counsel.-''

Forced to represent himself, Gideon, a

semiliterate drifter, was quickly con\icted

and sentenced to prison for five years.

Reversing Betts, the U.S. Supreme

Court unanimously ruled in Gideon v.

Waifticright that every person charged

with a serious criminal offense is en-

titled to counsel and that the state must

provide an attorney to any person who
cannot afford to hire one. Justice Flugo

Black wrote for the majorit}':

That goverftment hires lawyers to

prosecute and defendattts who have

the money hire lawyers to defend

are the strongest indications of the

widespread belief that laivyers in

criminal courts are necessities, not

luxuries. The right of one charged

with crime to counsel may not be

deemed fundamental and essential

to fair trials in sonie countries, but

it is in ours. From the very begin-

ning, our state and national consti-

tutions and laws have laid great

emphasis on procedural and sub-

stantive safeguards designed to

assure fair trials before impartial

tribunals in which every defendant

stands equal before the law. This

noble ideal cannot be realized if the

poor man charged with crime has to

face his accusers without a lawyer

to assist him.''

The Court \acated Gideon's convic-

tion and sent the case back to state court.

Gideon was retried with the benefit of

appointed counsel, and acquitted.

The impact of Gideon was far-

reaching. In its wake, the U.S. Supreme

Court has extended the right to counsel

to direct appeals, initial appearance,

custodial police interrogation, critical

stages of preliminary proceedings, mis-

demeanors in which imprisonment is

imposed, and misdemeanors in which a

suspended sentence of imprisonment is

imposed." In the 197^ case of Massiah v.

United States, the Court held that the

Sixth and Fourteenth amendments

require counsel at all critical stages of a

criminal prosecution.* Further, the

Court has held that due process requires

appointment of counsel in noncriminal

proceedings that involve loss of hbert\-

or significant deprivations of rights,

such as juvenile proceedings and, in

some mstances, proceedings for termi-

nation of parental rights.''

North Carolina statutes also provide

a right to counsel for parents in abuse,

neglect, or dependency proceedings;

proceedings on termi- '

nation of parental

rights; and certain

other proceedings."'

Additionally, the North

Carolina Supreme

Court has recognized

a due process right to

counsel in civil con-

tempt proceedings for

failure to pay child support when the

respondent is facing incarceration.'

'

In today's climate, the right to coun-

sel is accepted as integral to the Ameri-

can system of justice and is rarely called

into question despite the multimillion-

dollar cost to taxpayers each year.

Robert F. Kennedy summarized the

impact of Gideon as follows:

If an obscure Florida convict 7ianied

Clarence Earl Gideon had not sat

The Sfr/'cWond test of defense

counsel's ineffectiveness:

(1) demonstration of deficient

performance and (2) resulting

prejudice of the outcome.

down in his prison cell . . . to ivrite

a letter to the Supreme Court, . . .

the vast machinery of American law

would have gone on functioning

undisturbed.

But Gideofi did ivrite that letter, the

Court did look into his casef,] . . .

and the whole course of American

legal history has been changed.'^-

The Constitutional Minimum
for Quality Representation

Although Gideon triggered a monumen-
tal change in the law, it did not instan-

taneously create sound systems across

the country for providing representation

for indigent defendants. 2vledia accounts

of breakdowns since 1963 have at times

shocked the collective conscience: the

man who languished in a Nlississippi

jail for eight months before counsel was

appointed to represent him, the Texas

lawyer who slept throughout his client's

capital murder case, the Alabama lawyer

who was so impaired during a capital

trial that the trial had to be delayed for

a day while he recovered in jail.'-' ''Gideon

is of immense symbolic importance,"

according to Abe Krash, one of the at-

torneys who worked on the case, "but

in practice there's a great gap between

the promise and how it's been real-

ized."''' Krash noted that the Court's

decision did not address critical issues

such as what quality

of legal representation

is required to protect

the constitutional

rights of indigent

defendants, what level

of funding is necessary

to ensure adequate

legal defense, what

system of defense is

best suited to ensuring quality represen-

tation, and how such a system should

be managed.'-"

Although Gideon inspired hope that

every person would receive capable

representation regardless of economic

status, ensuring quality representation

continues to be a challenge. In 1984 the

U.S. Supreme Court handed down its

decision in Strickland v. Washi>igton,

a case establishing the minimum con-

stitutional requirements for attorney
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performance.''^ In setting out a test for

whether a conviction or a sentence

should be set aside on the basis of inef-

fective assistance of counsel, Strickland

set the bar low, presuming that the

attorney acted reasonably under the

circumstances.

In Strickland, the defendant, David

Washington, pled guilty to three capital

murder charges. The judge told Wash-

ington that he respected people who
were willing to admit responsibility, but

he made no promise about the sentence

that he would impose. Washington's

lawyer presented no evidence durmg the

sentencing hearing, merely asserting

that Washington's life should be spared

because he had shown remorse, had no

criminal history, and had committed the

crimes under duress. The )udge found

numerous aggravating circumstances

and sentenced Washington to death on

all three counts of murder.

On appeal, Washington submitted

that his attorney had been ineffective in

that the attorney did not ( 1 ) request add-

itional time to prepare for the sentencing

hearing, (2) request a psychiatric evalua-

tion of Washington, (3) investigate and

present character witnesses, (4) seek a

presentence investigation report, (5) pre-

sent meaningful arguments to the sen-

tencing judge, and (6) investigate the

medical examiner's report and cross-

examine the State's medical experts.'"

The Supreme Court announced a

two-part test for determining whether

counsel was ineffective. First, to have a

conviction or a death sentence set aside,

the defendant had to demonstrate that

counsel's performance was deficient,

falling below "an objective standard of

reasonableness."'" Counsel must be

given wide latitude to make tactical

decisions, the Court cautioned, and the

defendant must overcome the presump-

tion that counsel was employing sound

trial strategy under the circumstances.'''

Second, the defendant had to show

that counsel's ineffectiveness substan-

tially prejudiced the outcome of the

case, by demonstrating "a reasonable

probability that, but for counsel's un-

professional errors, the result of the pro-

ceeding would have been different."-'^

In other words, the defendant had to es-

tablish a reasonable probability that he

or she would not have been convicted or,

in this case, sentenced to death, but for

counsel's errors. Ultimately the Strick-

land Court decided that Washington's

claim failed both prongs of the test in

that his lawyer's actions were not un-

reasonable and he did not show preju-

dice that would require setting aside

Washington's death sentences.

Between 1984 and 2000, the Strick-

land standard for ineffectiveness was

applied strictly to capital cases as well

as noncapital cases. James Messer was

executed in Georgia in 1988 after his

trial attorney made no opening state-

ment, presented no evidence, made no

objections to the State's admission of

fifty-three items of physical evidence,

cross-examined only nine of the State's

twenty-three witnesses, and presented

only Messer's mother at the sentencing

phase.-' Keith Messiah was sentenced

to death in Louisiana in 1988 following

a one-day trial and a twenty-minute

sentencing hearing." Jesus Romero was

executed in Texas in 1992 after his trial

attorney failed to present any evidence

at the sentencing phase and made a sin-

gle closing argument to the jury: "You've

got that man's life in your hands. You
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can rake ir or not."-'

Larn.' Heath was exe-

cuted in 1992 after his

appellate attorney wrote

a one-page brief to the

Alabama Supreme

Court, citing one case

and raising one claim,

the qualir\' of which

was "unreasonably

deficient," according to the federal court

that reviewed the matter on appeal.-^ In

each of these cases, the courts found

that counsel's conduct did not violate

the standard estabhshed bv Strickland.

Nationally, the system of

providing representation to

Indigent defendants is a

patchwork. Even In the best

statewide systems, funding

may not be adequate.

In 2000, however,

the U.S. Supreme Court

began to examme attor-

ney performance in a

slightly different light.

In Williams v. Taylor, at-

torney conduct was sim-

ilar to that in Strickland:

counsel failed to investi-

gate the client's back-

ground and prepare for the penalt)- phasu

of a capital case.-' The Court found in

Williams that had counsel done adequate

invesngarion, he would have uncovered

voluminous circumstances that would

have mitigated the defendant's conduct,

such as evidence of physical abuse as a

child and borderline mental retardation.

Williams was notable in that it

looked to the ABA Standards for Crim-

inal Justice as a means of evaluating

counsel's performance. Although the

Strickland Court had acknowledged the

standards, it had admonished that they

did not have sufficient authorin.- to

override the presumption that counsel

acted reasonably:

Prevailing norms of practice as re-

flected m American Bar Association
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standards and the like, e.g., ABA
Standards for Criminal justice

4-1.1 to 4-8.6 (Ided 1980) ("The

Defense Function "), are guides to

determining what is reasonable, but

they are only guides. No particular

set of detailed rules for counsel's con-

duct can satisfactorily take account

of the variety of circumstances faced

by defense counsel or the range of

legitimate decisions regarding how
best to represent a criminal defendant.-''

The Williams Court, in contrast, used

no such quahiying language in relying

on the ABA standard regarding coun-

sel's obligation to conduct a thorough

investigation of the defendant's back-

ground.-' Had counsel adhered to such a

standard, the Court concluded, the de-

fendant might not have been sentenced

to die.

In 2003 the U.S. Supreme Court

echoed its holding in Williams, finding

in two capital cases that attorneys had

been ineffective in failing to investigate

their clients' history. In both Wiggins v.

Smith and Ronipilla v. Beard, the Court

once again cited the ABA standards as a

measure of attorney performance.-" In

Wiggins, the Court cited the ABA stan-

dards for the proposition that counsel

must discover all reasonably available

mitigating evidence, inform the prose-

cutor of any mitigating circumstances,

and argue them before the court at

sentencing.-'' Quoting Strickland, the

Wiggins Court characterized the ABA
standards as "guides to determining

what is reasonable," but omitted the

Strickland language regarding the limi-

tations of such standards.^"

In Rompilla, three justices dissented

from the majority's conclusion that

counsel was ineffective, complaining

that the majority had departed from

precedent by giving the ABA standards

too much weight:

For this reason, while we have

referred to the ABA Standards for

Criminal justice as a useful point of

reference, we have been careful to

say these standards "are only guides
"

and do not establish the constitu-

tional baseline for effective assistance

of counsel. The tnafority, by parsing

the guidelines as if they ivere binding

statutory text, ignores this admoni-

tion. The majority's analysis con-

tains barely a mention o/^ Strickland

and makes little effort to square

today's holding with our traditional

reluctance to impose rigid require-

ments on defense counsel.^'

Despite the complaints of the

dissenting justices, the Supreme Court

had begun to use national standards as

an objective measure of effectiveness.

The standards provided a means of

rebutting the Strickland presumption

that counsel had acted reasonably. As a

result, counsel was subjected to greater

scrutiny, and the defendants who were

prejudiced by counsel's deficiencies in

Williams, Wiggins, and Rompilla

obtained relief.

The cases following 2000 might be

read as implicitly recognizing that the

promise of Gideon is not realized by the

mere appointment of counsel. Zealous

representation is essential when a per-

son of meager resources is pitted against

the resources of the government and

when the stakes include conviction, loss

of liberty, and sometimes death.

Ultimately, however, the challenge

falls to the states to deliver representa-

tion beyond what is minimally tolerable

under the Constitution. Although relief

for ineffective assistance of counsel may
be more available under recent U.S. Su-

preme Court cases than it was under

Strickland, relief on a case-by-case basis

does not ensure that all defendants are

receiving adequate representation. In-

stead, the states bear the responsibility

Public Defenders and
Appointed Attorneys in

North Carolina

• Public defenders: salaried

employees of a public defender

office who represent indigent

clients exclusively. The head of

the office is referred to as the

"chief public defender," and the

staff attorneys are referred to

as "assistant public defenders."

• Appointed attorneys, also called

"private assigned counsel" or

"PACs": lawyers in private prac-

tice who accept the cases of

indigent defendants and are

typically paid an hourly fee of

$75 in exchange for their ser-

vices. In districts where there is

a public defender office, ap-

pointed attorneys handle the

cases that the public defender

cannot accept because of a

conflict of interest. In districts

without a public defender office,

appointed attorneys handle the

entire caseload of indigent

defendants.
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of establishing sound systems of de-

livering, overseeing, and enhancing

representation of indigent defendants.

The Importance of

Systems and Oversight

The nation currently is made up of a

patchwork of systems for providing

representation to indigent defendants.

Nineteen states have statewide public

defender systems, in which represen-

tation is provided at state expense

by salaried staff attorneys throughout

the state.'- Of these, twelve also have

an independent commission with

authority' over representation state-

wide.^' Duties of the commission may
include determining the method or

methods of delivering services for the

state, establishing appropriate com-

pensation rates for appointed counsel,

Goals of the North

Carolina Commission

on Indigent Defense

Services

The goals of the North Carolina

Commission on Indigent Defense

Services are as follows:

• "[T]o recruit the best and

brightest North Carolina at-

torneys to represent indigent

defendants;

• [T]o ensure that every attorney

representing indigent defen-

dants has the qualifications,

training, support, resources,

and consultation services [he

or she] need[s] to be [an]

effective advocate[];

• [T]o create a system that will

eliminate the many recog-

nized problems and conflicts

caused by judges appointing

and compensating defense

attorneys: and

• [T]o manage the state's

indigent defense fund in a

more efficient and equitable

manner."

Source: North Carolina Court System,

Office of Indigent Defense Services,

www.ncids.org.

and developing standards for perfor-

mance. Six states do not have statewide

public defender services, but do have

commissions.'"" All six have some public

defender offices, but the offices either

do not serve the greater part of the state

or accept limited r\'pes of cases, such as

felonies.'' In other states, either the

counr\' is responsible for funding and

delivering ser\'ices, or the responsibilir\-

is divided between local and state

governments.'*'
I

Within the states

that do not have

comprehensne public

defender services, the

system of providing

representation varies

from one locale to

another. One judicial

district may have a

public defender office

with staff attorneys on

salan,-, whereas a neighboring district

may appoint private attorneys to repre-

sent indigent defendants (for a compar-

ison of public defenders and appointed

attorneys, see the sidebar on page 11).

Private attorneys typically are appointed

on a case-by-case basis and paid an

hourly rate or a flat fee. Other districts

within a given state may use a contract

system under which private attorneys or

firms assume the responsibility- for rep-

resenting indigent defendants over a

longer time span.-'"

Private appointed attorneys are an

important component of the system, even

within a public defender district. They

handle "conflict cases," those that arise

when multiple people are charged with

committing a given crime. For example,

if three men are charged with robbing a

store, the public defender can represent

only one of them because they may
have incompatible defenses. That is, each

may assert that the other d.vo partici-

pants forced him to participate in the

crime. xA.ppointed attorneys also help by

shouldering a portion of the caseload

when the pubhc defender office is over-

whelmed. In districts without public

defender offices, some private attorneys

handle appointed cases exclusively,

devoting themselves to representing

indigent defendants just as public de-

fenders do, but without the supportive

office setting.

Defenders of indigent clients

need timely, compreliensive,

continuing education of high

quality. The ABA recommends

that government fund such

training to protect the right

to counsel.

The states with commissions have an

advantage in that a body is in place to

evaluate the big picture and set the bar

for attorney performance by adopting

guidelines or standards and employing

various oversight mechanisms. Public

defender systems also provide a level of

oversight in that within the public

defender office, a supervisor, or chief

public defender, screens attorneys who
apply to work in the office and super-

vises attorneys on

staff. Public defender

offices have the addi-

tional advantage of

specialization in a few

areas of law, r\'pically

criminal and juvenile

delinquency. For

reasons such as these,

there is a clear trend

across the countn,-

toward creating

statewide commissions and expanding

public defender offices. '-

The states that have succeeded in

creating statewide public defender ser-

vices or commissions still face problems,

particularly if those systems are not

adequately funded.'" Without adequate

funding, systems can become overbur-

dened. In public defender offices, attor-

neys may earn.- daunting caseloads,

representing hundreds of clients simul-

taneously. In this climate, attorneys are

hard-pressed to provide effective repre-

sentation in the form of conducting a

thorough pretrial investigation, filing

and litigating motions, retaining expert

witnesses, and regularly taking cases to

trial. Instead, many public defenders

encounter pressure from judges, prose-

cutors, and sometimes their own offices

to dispose of cases quickly. Before long,

attorneys working in such an environ-

ment may experience burnout, leading

to high turnover rates. Often, recent law

school graduates step into the shoes of

departing public defenders, and the

office loses the benefit of the departing

attorneys' accumulated knowledge and

experience.

Public defenders and private ap-

pointed attorneys also may not be com-

pensated adequately. The inadequate

compensation makes recruiting and

retaining quality' professionals to ser\'e

indis:ent defendants a continuing
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Figure 1. North Carolina Public Defender Offices by District, 2008
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challenge. Appointed attorneys in

North Carolina provide representation

at a deeply discounted rate compared

with the market rate for private legal

services. Currently, an attorney who is

appointed to a noncapital case is paid

$75 per hour, less than half the average

hourly rate that a private defense attor-

ney would charge in most parts of the

state.'"' For example, a private lawyer

would t}fpically charge between $1,000

and $3,000 to represent a client charged

with driving while impaired. In contrast,

appointed lawyers are paid an average

of $280 for handling such a case. When
the cost of operating a law practice is

factored in, attorneys who are ap-

pointed to noncapital cases in North

Carolina net $22 per hour, on average,

for their professional services.'*^

The Organization of

North Carolina's System

for Representing Indigent

Defendants

North Carolina's size, diversity, and

rapid growth are strengths in many
respects, but present challenges in pro-

viding representation for indigent de-

fendants. The Tar Heel State stretches

five hundred miles from west to east, or

"from Murphy to Manteo," as the

popular saying goes. It is made up of

one hundred counties and divided into

fort\--one judicial districts."*- With more

than 8.5 million people. North Carolina

is the eleventh-most-populous state in

the nation. The state has experienced

rapid population growth in recent years,

as well as a proliferation of cases in the

criminal justice system, and the number

of dispositions of cases involving indi-

gent defendants has grown more than

50 percent in the past five years."*^

North Carolina has a mixed system

for representation of indigent defendants,

consisting of public defender offices,

appointed counsel, and a small number

of contracts with private attorneys.''''

Sixteen of the fort\'-one judicial districts

in North Carolina have public defender

offices. Some of the public defender

districts encompass multiple counties,

with the result that twenty-six counties

are covered by public defender offices

(see Figure l)."*'

In districts without public defenders,

private attorneys are appointed on a case-

by-case basis, or, in limited instances,

they enter into contracts with the state's

Office of Indigent Defence Services

(IDS) to handle cases in their district on

an ongoing basis. Overall, the number

Performance Guidelines

In 2004 the North Carolina Commission on Indigent Defense Services

(IDS Commission) adopted Performance Guidelines for indigent Defense

Representation in Non-Capitai Criminal Cases at the Trial Level. The

guidelines identify issues that may arise at each stage of a noncapital

criminal proceeding, and recommend effective approaches to resolving

those issues. They are designed to be a resource for defense counsel as

well as a training tool. Following is an excerpt from the guidelines:

Guideline 1.2 Role of Defense Counsel
(a) The paramount obligations of criminal defense counsel are to

provide zealous and quality representation to their clients at all stages

of the criminal process, and to preserve, protect, and promote their

clients ' rights and interests throughout the criminal proceedings. Attor-

neys also have an obligation to conduct themselves professionally,

abide by the Revised Rules of Professional Conduct of the North

Carolina State Bar and other ethical norms, and act in accordance

with all rules of court.

Source: North Carolina Commission on Indigent Defense Services, Performance

Guidelines for Indigent Defense Representation in Non-Capital Criminal Cases at the Trial

leve/ (Raleigh: North Carolina Commission on Indigent Defense Services, November

2004), 1, wvvw.ncids.org/ (click on IDS Rules and Procedures).
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Selected Training Programs for

Defenders ofIndigent People

Training programs offered through the School of Government and funded by

the Office of Indigent Defense Services include the following;

New Misdemeanor Defender Program
This annual introductory program provides training in substantive law and

procedure in criminal district court, where misdemeanor cases are primarily

heard. Participants develop client-counseling, negotiating, and bench-trial

skills through role-play and small-group work, and they engage in a discus-

sion with prison inmates about the role of counsel and attorney-client

relationships.

New Felony Defender Program
This annual program is an introduction to representing clients charged with

felonies in superior court. It covers topics such as discovery, motions

practice, and preservation of the record for appeal. Clients work in small

groups to prepare a mock case for trial.

North Carolina Defender Trial School
This annual five-day program is designed to help defenders hone their crimi-

nal thai skills. Participants practice opening statements, closing arguments,

examination of witnesses, and other trial skills based on their own cases.

Juvenile Defender Training Programs
• The New Juvenile Defender Program is an introductory program that

covers topics such as communicating with child and adolescent clients

and crafting appropriate dispositions for juveniles adjudicated delinquent.

The program includes role-play and small-group work as well as a visit to

a juvenile detention center.

• The Annual Juvenile Defender Conference covers topics of current

interest, such as school-related offenses and the constitutional rights

afforded to juveniles.

Parent-Attorney Conference
This annual conference provides training for attorneys representing parents

in cases of abuse, neglect, and dependency and termination of parental

rights. The inaugural conference in 2007 was a nuts-and-bolts training

event on representing parents. Future programs will address current topics

of interest, such as representing chemically dependent parents.

Civil Commitment and Guardianship Training

Civil commitment and guardianship programs alternate each year and focus

on issues specific to those kinds of cases, such as determining capacity.

A full calendar of events is available at www.indigentdefense.unc.edu.

of attorneys working in public defender

offices is 213, and the number of

private attorneys appointed to represent

indigent defendants is about 2,800.

Each district is a unique culture.

Caneret Counr\', on the east coast, has a

small public defender office, consisting

of V.VO attorneys and one support staff.

Criminal offenses there often relate to

the counr\"'s status as a tourist locale:

impaired driving abounds in the

warmer months, and breaking and

entering is frequent in the winter, when

vacation houses are left empr\'.

In contrast, the Mecklenburg County

office, in the western part of the state,

employs more than 50 attorneys, 7 in-

vestigators, and numerous support staff.

Mecklenburg Count)- includes the Queen

Cir.- of North Carolina, Charlotte, and

thus encounters more criminal offenses

that arise from urban problems such as

gangs and firearms.

The District 1 public defender office

covers seven counties in the northeast

part of the state. PubHc defenders there

travel over bridges and waterways to

appear in three counhouses.

In contrast, the District 14 office

serves only one count)-, Durham. The

office IS located in the same high-rise

building as the coun.

All the public defender offices handle

both felony and misdemeanor cases at

the trial level. About half of them accept

juvenile delinquency cases, and a few

represent parents in abuse, neglect,

and dependency proceedings. Pubhc

defenders do not handle their cases

on appeal to the North Carolina Court

of Appeals or Supreme Court. This

function is housed m North Carolina's

Office of the Appellate Defender.

Each public defender office is super-

vised by a chief public defender Selection

of the chief is a local matter The senior

resident superior coun judge appoints

the chief after receiving recommenda-

tions from the local bar association.

Overseeing this vast, complex system

is the IDS (for the goals of IDS, see the

sidebar on page 12). Created by the

North Carolina General Assembly in

2000, IDS is charged with overseeing

the provision of legal representation to

people entitled to counsel at state ex-

pense, and with managing the indigent

defense fund, which now totals S108.5

million per year."''' IDS carries out its

statuton- mandate with a central staff of

8 full-time employees, 3 pan-time em-

ployees, and a small financial sendees

division. IDS is governed by the Com-

mission on Indigent Defense Services,

made up of thirteen members selected by

^arious appointing authorities, includ-

ing the governor, the chief justice of the

North Carolina Supreme Court, the

speaker of the Nonh CaroUna House,

the president pro tem of the North

Carolma Senate, and various bar groups

in North Carolina.
*'
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Since it began operating in July

2001, IDS has implemented a series of

reforms. For example, it has developed

statewide attorney rosters—lists of at-

torneys who are qualified for appoint-

ment in various practice areas such as

capital trials and cases on appeal. It has

raised the rate of compensation to $95

per hour in cases that may result in

capital punishment, and to $75 per hour

in noncapital cases. Also,
i

it has created perfor-

mance guidelines for rep-

resenting clients at each

stage of the proceedings

for criminal cases; juve-

nile delinquency cases;

abuse, neglect, and depen-

dency cases; and cases

involving termination of parental rights

(for an excerpt from the performance

guidelines, see the sidebar on page 13).

Further, IDS has created public

defender offices to serve five additional

districts and is conducting an ongoing

evaluation to determine whether more

public defender offices would be cost-

effective or are necessary because of a

shortage of private attorneys available

to handle appointed cases. ''^

National Attention to Education

of Defenders

Training for defenders of indigent peo-

ple is recognized as a critical part of en-

suring high-quality legal representation.

Law school alone cannot sufficiently

prepare a new attorney for the rigors of

a defender's job because it must provide

a general, substantive education in a wide

array of civil and

criminal subjects in

only three academic

years. A recent law

school graduate may
have taken only a

few courses germane

to his or her practice

area. Criminal de-

fense is a specialized area that requires

in-depth knowledge of crimes and

sentencing guidelines as a starting point.

Beyond that, practitioners must be well

versed in constitutional law to know
whether their clients' rights have been

violated, perhaps by an unlawful search

or a coercive police interrogation. They

must have a firm grasp of the evidentiary

rules that govern what is admissible at

trial so that they can prevent unlawful

The collaboration between IDS

and the School of Government

places the training of defenders

in a university. This is unique In

the nation.

evidence from being introduced, and

they must have honed trial-advocacy

skills to screen prospective jurors, ex-

amine witnesses, and deliver persuasive

arguments. Criminal attorneys also must

be aware of collateral consequences,

such as whether a conviction may result

in eviction from public housing or de-

portation from the country. Defenders

of indigent people in particular work in

a fast-paced, high-pressure setting

where an error may have devastating

consequences for the client.

National standards and guidelines

have emphasized the importance of

timely, comprehensive, ongoing, quality

education. In its 1992 Standards, sub-

titled Providing Defense Services, the ABA
declared that defenders must receive

should fund such training to protect the

right to counsel for indigent people. The

relevant standard, 5-1.5, states.

The legal representation plan should

provide for the effective training,

professional development and con-

tinning education of all counsel and

staff involved in providing defense

services. Continuing education

programs should be available, and
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public funds should be provided

to enable all counsel and staff to

attend such programs.^'^

In 2002 the ABA went further in its Ten

Principles ofa Public Defense Delivery

System, a practical guide for creating,

funding, and improving public defense

delivery systems.'" The ten principles rep-

resent "the fundamental criteria necessary

to design a system that provides effective,

efficient, high qualirv', ethical, conflict-

free legal representation for defendants

who are unable to afford an attorney."-''

Included among them is Principle 9,

which mandates all-inclusive training on

a par with that offered to prosecutors:

Defense counsel is provided with

and required to attend continuing

legal education. Counsel and staff

providing defense services should

have systematic and comprehensive

training appropriate to their areas

of practice and at least equal to that

received by prosecutorsJ-

The National Legal Aid and Defen-

der Association, an organization of

lawyers dedicated specifically to repre-

senting indigent defendants, promul-

gated the Defender Trainiitg and Devel-

opment Statidards as "another attempt

to promote and improve quality and

competence in the delivery of criminal

defense services to the poor."" Standard

1.1, titled "Training is Essential," states,

"The defender organization must pro-

vide training opportunities that insure

the delivery of zealous and qualit)-

representation to clients. "'' Standard

1.3, "Adequate Financial Resources,"

states, "Defender organizations must

have adequate governmental funding

for the resources to provide high quality

training opportunities consistent with

these standards."''

Although the necessity of trammg is

recognized, the means of providing edu-

cation in representation of indigent de-

fenders in different states is as varied as

the defense systems in place there. Some

states boast a sophisticated, statewide

training system, whereas others have no

organized, state-supported training func-

tion. The states with statewide public

defender systems and/or commissions in

place are more likely than those without

such structures to have developed com-

prehensive, effective training for the state.

Indigent Defense Manual Series

The North Carolina Indigent Defense Manual Series, produced by the School

of Government and funded by the Office of Indigent Defense Services, cur-

rently includes the following titles, in order of publication:

North Carolina Defender Manual (Criminal Law)
This loose-leaf manual is a reference for public defenders and others who
work in the criminal courts. Volume 1, Pretnal, covers such topics as capacity

to proceed, obtaining of experts, motions practice, and the right to counsel.

Volume 2, Trial, is partially complete and includes chapters on guilty pleas,

the right to a jury trial, and jury selection.

North Carolina Civil Commitment Manual
Designed to assist the attorney representing an adult or a minor in civil

commitment proceedings, this manual reviews North Carolina mental

health and substance abuse laws pertaining to inpatient and outpatient

commitments and admissions.

North Carolina Guardianship Manual
This manual discusses the role and the responsibilities of attorneys who
are appointed to represent allegedly incapacitated adults in adult guardian-

ship proceedings. It summarizes and analyzes relevant provisions of North

Carolina's guardianship law and discusses the legal standards for determi-

nation of incapacity, appointment of guardians, and other significant

aspects of guardianship proceedings.

Immigration Consequences of a Criminal Conviction

in North Carolina
Using a step-by-step approach to the immigration consequences of a

criminal conviction, this guide explains the different types of immigration

status and the various criminal convictions that trigger removal of a person

from the country (deportation) in light of his or her immigration status.

Included is a detailed chart of Immigration consequences of various North

Carolina offenses.

North Carolina Juvenile Defender Manual
Relevant law and practice pointers are provided for attorneys representing

juveniles in delinquency proceedings. Topics include initiation of proceed-

ings, custody hearings, probable cause and transfer hearings, discovery,

motions to suppress, plea negotiations, adjudicatory hearings, dispositional

hearings, probation, commitment, appeals, and expunction of records.

All the manuals are available for personal use, at no charge, on the School's

indigent defense education website, www.indigentdefense.unc.edu. They

also are available for purchase at a nominal price on the School's Publica-

tions website, http://shopping.netsulte.eom/s.nl/c.433425/sc.7/

category.-107/.f.

North Carolina's Response

to the Need for Education

of Defenders

Recognizing the importance of educa-

tion to providing quality representation,

the North Carolina General Assembly

included among IDS's statutorilv enu-

merated duties the following proviso:

"Conduct training programs for attor-

neys and others involved in the legal

representation of persons subject to this

Article."'" To fulfill that responsibility,

IDS has partnered with the School of

Government at the Universit)' of North

Carolina at Chapel Hill to provide ed-
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ucation for public defenders and other

attorneys representing indigent defend-

ants in North CaroHna. This collabo-

ration is unique in the nation. In no

other state is the training function for

representation of indigent defendants

centered in a universit)'.

Established in 1931 as the Institute

of Government, the School has a long

tradition of serving public officials and

the court system by providing advice,

research, and education. More than

12,000 public officials attend training

programs at the School each year. Housed

within the School is a "courts group" of

scholars that promotes justice in North

Carolina by providing education to

judges, magistrates, prosecutors, clerks

of court, and other participants in the

court system. The School is dedicated to

practical scholarship and public service.

Supporting IDS in its efforts to provide

quality legal representation for the poor

is a natural outgrowth of the School's

mission.

By availing itself of the resources of

North Carolina's largest research or-

ganization, IDS is able to improve the

state's overall system of providing in-

digent representation by offering a high

standard of training in an efficient, cost-

effective way. The current cost to IDS of

training defenders of indigent people

through the School is approximately

$300,000 per year, which represents less

than one-third of one percent of IDS's

overall budget of $108.5 million. IDS

fully funds training for public defenders

out of its budget. Private appointed

attorneys who attend programs at the

School are charged only for the cost of

providing the training; neither IDS nor

the School profits from registration fees.

The School meets the need for educa-

tion of defenders in several ways. It pro-

vides formal educational opportunities,

such as training programs, reference man-

uals, and online educational materials,

and it assists IDS in developing internal

training and identif>'ing training opportu-

nities that other organizations provide."

The School sponsors about twelve

training programs per year, with IDS

funding the development and the ad-

ministration of the events. Many of the

programs are geared toward trial at-

torneys defending clients accused of

crimes. Introductory programs for de-

fenders who are new to a given practice

area are followed by programs targeting

experienced defenders. For example, a

new attorney may attend the New
Misdemeanor Defender Program in his

or her first year to develop bench-trial

skills for district court, and graduate to

the New Felony Defender Program once

he or she begins to handle proceedings

in superior court. Experienced trial

attorneys typically return to the School

for the Defender Trial School to hone

their advocacy skills for all stages of trial.

The School also has developed pro-

grams in noncriminal practice areas

for which there is a right to counsel,

including appellate practice; juvenile

delinquency; abuse, neglect, and depen-

dency; and civil commitment. As with

criminal trial practice, a two-tier system

is used in these specialized practice areas.

An attorney who has started practicing

in delinquency court will attend the

New Juvenile Defender Program and

then the annual special-topic seminar

for more experienced juvenile defenders.

Management training is offered an-

nually to leadership in the IDS office and

public defender districts to develop skills

such as giving feedback to employees.

Program structures vary from one-

day seminars to a five-day workshop.
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and favor interactive methods of teach-

ing to increase skill development. Al-

though some programs are open only to

public defenders m order to control

class size and maximize learning, many

are open to private appointed counsel as

well. Following each program, traming

materials are posted on the IDS website,

indexed by subject matter and program.

(For examples of training programs, see

the sidebar on page 14.)

With fundmg from IDS, the School

has produced the North Carolina

Indigent Defense Manual Series, a

collection of reference-qualit}- manuals

on law and practice in representation

of indigent defendants in North Caro-

lina, including cnmuial trials, civil

commitment, guardianship, and juvenile

delinquency. (For more details about

the manual series, see the sidebar on

page 16.) All the manuals are available

online at no cost. In this way, appointed

attorneys across the state, numbering

about 2,800, have on hand a synthesis

of complex legal issues, even if they are

unable to attend the training programs.

To meet the needs of such a large,

diverse group, the School has begun

developing online training in collabora-

tion with organizations like the North

Carolina Administrative Office of the

Courts and the North Carolina Bar As-

sociation. Further, IDS has forged con-

nections with other organizations that

provide training and reference materials.

Currently, all public defenders are

entitled to the benefits of membership in

the North Carolina Academy of Trial

Lawyers and may attend one of that

organization's seminars free of charge

each year. On request and when funds

are available, IDS sponsors defenders of

indigent persons to attend continuing

legal education programs offered by the

North Carolina Bar Association and

other organizations in the Southeast.

Conclusion

North Carolina has a more structured

system of providing and overseeing rep-

resentation of indigent defendants than

many states do. Such a system has dis-

tinct advantages. Among other things, it

has led to collaboration between the

School and IDS. This collaboration has

helped to fulfill the promise of counsel

articulated in Gideon by supporting and

enhancing qualit)' legal representation

through education, which is essential to

ensuring justice for all people regardless

of socioeconomic status.
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Evaluating New Revenue Sources for Counties

Karl W. Smith
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As part of landmark legislation,

Xonh Carolina counties now
have conditional access to one

of two new sources of revenue: a one-

quarter-cent increase in the sales tax or

a 0.4 percent land transfer tax.

During its 200" session, the General

Assembly approved a comprehensive

relief package that will eliminate the en-

tire count)' share of Medicaid funding

for ser\-ices by 2010. Medicaid is a health

services program similar to Medicare.

Whereas Medicare is a federal program

The author is a School faculn." member
specializing in public finance. Contact him

at karl@sog.tinc.edu.

that covers eligible

Americans over the

age of sixty-five,

Medicaid is a shared

federal and state

program that covers people who are poor

or disabled. About 1.25 million of

North Carolina's residents are eligible

for Medicaid.'

At the time the legislation passed,

Nonh Carolina was the only state re-

quiring its counties to contribute a fixed

percentage to Medicaid. At one time,

most states required counties to cover

some part of Medicaid funding, but by

2005 all other states had assumed re-

sponsibilit}' for the countv' portion.

County revenue choices:

a one-quarter-cent sales tax or

a 0.4 percent land transfer tax.

North Carolina

counties still will be

responsible for the

administrative costs

of Medicaid, but after

a multiyear campaign by the counties,

the state has agreed to assume all fund-

ing for services. To support this transfer

of handing habilities, the state is shifting

one-half cent of the counn.- sales tax to

the state. By fiscal year 2009-10, the

baseline countv' sales tax rate will be

reduced to two cents.

The state, however, has offered the

counties the option of adopting one of

the two new revenue sources. Counties

do not have to adopt either one, but they
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may not adopt both. The county com-

missioners make the decision to adopt

one of the new revenue sources after the

voters approve an advisory referendum.

The referendum may include both tax

options. However, if both pass, the

county commissioners must choose one.

Although the commissioners may not

enact either revenue option unless the

voters approve it, the county is not re-

quired to adopt the new ta.x if the refer-

endum is successful.

Because the county can adopt only

one of the taxes, a careful analysis of

the costs and the benefits of each option

is prudent. Some features of the sales

tax are familiar to all counties, but most

county officials have little if any experi-

ence with a land transfer tax.

This article examines what the eco-

nomic implications of the two taxes are

and how they compare with each other

along six dimensions: short-term revenue

projections, long-term revenue projec-

tions, revenue stability, tax incidence,

the effect on local economic growth,

and tax fairness.

Short-Term Revenue Projections

One way to evaluate the two revenue

sources is on the total revenue each will

yield in the first year. The most data are

available on this criterion, and it affects

county budgets most immediately.

Yet even first-year estimates of reve-

nues from a land transfer tax are diffi-

cult to obtain because the U.S. housing

market is in transition from a period of

unprecedented growth to what is likely

to be a period of significant decline.^ As

discussed later, revenues from a land

transfer tax are much more sensitive to

the state of the housing market than rev-

enues from a property tax or a sales tax.

Table 1 shows the estimated revenues

from an additional one-quarter-cent

sales tax and from a 0.4 percent land

transfer tax in fiscal years 2005-6 and

2006-7. Clearly, for some counties, the

0.4 percent land transfer tax would

have yielded more revenue, whereas for

other counties, the one-quarter-cent

sales tax would have yielded more reve-

nue. However, even over the last two

years, estimates for revenues from a

land transfer tax have been highly vola-

tile. In Jones County, for example, esti-

Table 1. Estimated Revenue from Tax Options

County

2006-7

i/4<;

Sales Tax

2005-6
0.4% Land

Transfer Tax

2006-7
0.4% Land

Land Transfer Tax

Change In Estimated

Land Transfer Tax Revenue

from 2005-6 to 2006-7

Alamance $ 3.841,857 $3,251,750 $ 2,729,468 - 16%

Alexander 467,394 451,304 399,216

466,432

- 12%

Alleghany 204,203 434.558 7%

Anson 313,232 267,848 238,096 - 11%

Ashe 549,707 1,126,440 1.134,040 1%

Avery 543,762 1,332,874 1,109,368 - 17%

Beaufort 1,186,875 1,113,084

213,012

313,386

1,034.928 r7%'

Bertie 205,275 345,012 62%

Bladen 458,603 302,900 -3%

Brunswick 3,112,319 14,041,348 8,745,684 - 38%

Buncombe 8,436,602 9,894,652 10,256,468 4%

Burke 1,590,672 1,054,402 1,170,936 11%

Cabarrus 5,267,593 6,860,952 6,779,188 -1%

Caldwell 1,476,042 1,217,068 1,507,160 24%

Camden 158,392 276,154 230,260 - 17%

Carteret 2,552,628 6,262,066 3,846,744 - 39%

Caswell 168,401 189,664 199,808 5%

Catawba 4,836,544 3,386,124 3,090,216 -9%

Chatham 994,185 2,671,990 2,875,192 8%

Cherokee 845,047 1,691,628 992,280 -41%

Chowan 304,496 388,200 267,000 - 31%

Clay 212,267 942,798 564,044 -40%

Cleveland 1,906,886 1,159,962 1,281,344 10%

Columbus 934,330 443,968 577,284 30%

Craven 2,400,049 3,030,396 2,540,752 - 16%

Cumberland 8,141,461 5,911,688 6,072,256 3%

Currituck 929,877 1,966,616 1,304,236 - 34%

Dare 3,153,888 4,318,868 2,874,928 - 33%

Davidson 2,748,945 2,432,254 2,538,416 4%

Davie 658,486 1,016,194 1,040,204 2%

Duplin 822,800 666,810 446,212 - 33%

Durham 9,206,212 10,281,965 9,764,416 -5%

Edgecombe 782,520 537,170 411,564 - 23%

Forsyth

Franklin

11,418,327

785,570

8,295,714

1,336,866

3,718,896

8,283,944

1,485,908

0%

11%

Gaston 4,445,691 4,477,704

179,716

20%

Gates 98,974 128,564 40%

continued on page 22

mates surged nearly three times in value,

while in Perquimans County, they de-

clined by almost a half, and in Watauga

County, there was no statically mean-

ingful change.

Counties that choose the land trans-

fer tax must be prepared for revenue

surprises even in the short term. Ne.xt

year's revenue from the sales tax is much
easier to predict.

Long-Term Revenue

Projections

Forecasting revenue far into the future

is even more difficult than forecasting
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one year in advance. However, some

trends can be explored. Sales tax revenue

is driven largely by personal income.

Although year-to-year spending fluctu-

ates, over time, people spend and save

predictable portions of their salary. Eco-

nomists can project sales tax revenue by

using estimates of the growth in personal

income. On that basis, they expect the

strongest growth to occur in the urban

and suburban counties.

Both the population gap and the

income gap between urban and rural

counties have been growing over time.

However, rural counties that border a

major urban center—such as Union

County, which borders Mecklenburg

Count)', and Chatham Count\-, which

borders Durham and Wake counties

—

should see strong growth in commercial

shopping as well as residents.

As time goes on, however, the sales

tax will likely not keep up with income

growth in the county or with the cost of

school construction. The sales tax in

North Carolina is levied mostly on manu-

factured goods that can be purchased in

a store. High-growth industries like

health care and retirement planning are

not covered by the sales tax. As the

economy continues to move from man-

ufacturing toward services, growth m
sales tax revenue will slow.

For example, lawnmowers and weed

eaters are taxed under the sales tax, but

lawn care services are not. As more resi-

dents contract for their lawn care needs,

the sales tax will begin to cover a smaller

and smaller portion of the lawn-care

sector of the economy.

Over a longer horizon, a count)' can

expect current operating and capital ex-

penditures and general salary expendi-

tures for public schools to slowly outpace

the re\'enue that it receives from a sales

tax increase. Unless a county has limited

construction needs, a one-time increase

in the sales tax is not likely to be a long-

term solution. The time horizon is quite

long, perhaps 15-20 years in some cases,

but the trends in construction costs and

sales tax revenues are steady.

Like growth in revenue from the

sales tax, growth in revenue from the

land transfer tax depends on population

and income. Yet growth in revenue from

the land transfer tax also depends on

local amenities. That is, revenue from

Table 1. Estimated Revenue from Tax Options (continued from page 21)

2006-7 2005-6 2006-7 Change in Estimated

1/4C 0.4% Land 0.4% Land Land Transfer Tax Revenue

County Sales Tax Transfer Tax Land Transfer Tax from 2005-6 to 2006-7

Graham $ 151,697 $ 253,202 $ 195,056 - 23%

Granville 842,627 1,052,944 1,218,236 16%

Greene 173,320 119,616 140,004 17%

Guilford 15.673,853 13,596,148 13,072,804 -4%

Halifax 1,135,918 612,078 981.728 60%

Harnett 1,505,336 1,877,684 2,063,884 10%

Haywood 1.613,812 2,246,888 2,062,508 -8%

Henderson 2,553,967 4,214,018 3,896,004 -8%

Hertford 528,074 196.466 296,236 51%

Hoke 341,644 828,736 924,304 12%

Hyde 133,649 231.896 169,548 - 27%

Iredell 4,908,336 6,855,846 6,963,820 2%

Jackson 1.035,437 3,616.940 3.404,268 -6%

Johnston 3,428,087 4,496,488 4,450,992 - 1%

Jones 88.575 91,770 256,762 180%

Lee 1,517,896 958,334 1,135,724 19%

Lenoir 1,307.049 388,390 477,860 23%

Lincoln 1,489,937 2,310,316 2.293,000 -1%

Macon 1,230,402 2,269,592 1,863,892 - 18%

Madison 227,647 830,008 722,228 - 13%

Martin 496,596 166,492 187,052 12%

McDowell 815,667 812,310 1,022,900 26%

Mecklenburg 33,040,341 44.781,832 49,416,096 10%

Mitchell 368,970 485,242 365,628 - 25%

Montgomery 428,562 712,956 591,920 - 17%

Moore 2,473,222 3,366,042 3,101,740 -8%

Nash 2,834,317 1,559,404 1.485,548 -5%

New Hanover 8,719,284 13,997,492 9,032,612 - 35%

Northampton 187,597 304.188 324,256 7%

Onslow 3,934,310 4,525,258 4,776,580 6%

Orange 3,031,453 4,192.222 4.113,088 -2%

Pamlico 194,740 737,856 672,680 - 9%

Pasquotank 1,167,495 1.150.724 926,312 - 20%

Pender 826,380 3,037,918 2,497,692 - 18%

Perquimans 151,188 478.268 273,372 - 43%

Person 745,479 625,808 617,448 - 1%

Pitt 4,584,613 3,697,888 3,389,016 - 8%

Polk 274,500 1,030,936 1,006,812 - 2%

Randolph 2,442,154 1,961.362 2,002,704 2%

Richmond 877,791 428,512 457,428 7%

Robeson 2.239,943 725,152 755.240 4%

Rockingham 1,673,750 1,075,322 1,125,472 5%

Rowan 2,597.696 1.982 686 2.280,928 15%

Rutherford 1,296,835 1,954,906 1,976,552 1%

continued on page 23
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Table 1. Estimated Revenue from Tax Options (continued from page 22)

County

2006-7
1/4C

Sales Tax

2005-6
0.4% Land

Transfer Tax

2006-7
0.4% Land

Land Transfer Tax

Change in Estimated

Land Transfer Tax Revenue

from 2005-6 to 2006-7

Sampson $ 1,080.272 $ 456.708 $ 432,860 -5%

Scotlanci 761,301 322,756 263,336 - 18%

Stanly 1,344.973 830,872 864,872

539,356

4%

Stokes 518,731 503,532 7%

Surry 1,931,278 897,684 770,284 - 14%

Swain 244,696 608,306 371,996 - 39%

Transylvania 848,348 1,730,626 1,539,320 - 11%

Tyrrell 51,858 101,494 83,724 - 18%

Union 3,672,624

1,037,014

10,326,782 10,569,080 2%

Vance 426,722 397,952 -7%

Wake 27.963,291 42,829,792 44,786,400 5%

Warren 192,708 555,526 639,020 15%

Washington 202,305 131,606 120,428 -8%

Watauga 1,844,185 3,063,760 3,060,852 0%

Wayne 2,570,523 1,486,384 1,290,244 - 13%

Wilkes 1,397,974 962,820 974,644

1,154,880

1%

Wilson 2,016,771 1,186,820 -3%

Yadkin 541,171 278,618 351,351 26%

Yancey 329,720 830,748 853,496 3%

Total $250,000,000 $310,996,925 $299,615,353 -4%

Source: North Carolina Association of County Commissioners. "Estimated Aciditional County

Revenue Authonty." www.ncacc.org/clocuments/revenueauthority_073107, pdf. Sales taxes were

estimated using revenues from the point-of-delivery portion of the Article 44 sales tax. Before the

current legislation, four existing provisions in the North Carolina General Statutes authorized

sales taxes for all one hundred counties. Those provisions are known as Article 39. Article 42,

Article 43. and Article 44. They have slightly different characteristics. The sales tax option now

available to counties is most similar to a portion of Article 44. Article 44 authorizes a sales tax to

be collected in all counties. One-half of the proceeds is to be distributed on the basis of county

population; this is known as the "per capita portion." The other half of the proceeds is to be

distributed to the county in which the item was purchased: this is known as the "point-of-delivery

portion." Land transfer taxes were estimated using measures of deed stamp revenue. The county

land transfer tax is designed to yield twice the revenue of the existing deed stamp tax. The deed

stamp tax also is known as the "excise stamp tax on conveyances."

the land transfer tax is influencecJ hy

how desirable a county is as a vacation,

retirement, or commuter community.

Rural counties, such as Dare County,

which have many outside visitors, have

experienced large increases in revenue

from the land transfer tax over the past

five years.

Rapidly growing counties will likely

see rates of growth in revenues from the

land transfer tax that exceed the rates of

growth in their population. As a count)'

becomes denser, property values in the

central core tend to grow faster than

they do on the periphery. This growth

causes revenues from the land transfer

tax to grow ever faster.

Rural counties without a retirement or

vacation base can expect slow growth in

revenue from land transfer taxes over

the long term. In the short term, they

may experience some of the same un-

expected surges and declines that urban

counties will, but the growth will be

slower, on average.

Although each count)' 's experience

will be different under a land transfer

tax, projected statewide revenues from a

land transfer tax are growing faster than

construction costs and can be expected

at least to keep pace with construction

costs over the next twenty-five years.

(For actual and projected revenues from

both taxes statewide, see Figure 1.)

Revenue Stability

Many county leaders consider the sales

tax to be a volatile revenue source, corn-

Figure 1. Statewide Revenue from the One-Quarter-Cent Sales Tax and the 0.4 Percent Land Transfer Tax,

Actual and Projected, 1992-2020
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Source: North Carolina Department of Revenue. "Part III: State Tax Collections." www.dor.state.nc.us/publications/abstract/2007/part3.html.

Land transfer taxes were estimated using a measure of deed stamp revenue.
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Revenue from the sales tax

is less predictable than that

from the property tax. But

revenue from the sales tax is

more responsive to the

economy's performance.

pared with the propem- tax. The sales

tax truly is less predictable than the

properD." tax. Propern,' values rarely tall

and there is little reason to think that

North Carolina will experience falling

propert)' values anytime soon. In addi-

tion, propert)' is re-

valued ever)' four to

eight years. Therefore

a government can

have a ver\' accurate

estimate of its tax

base between reval-

uations.

The sales tax, on

the other hand, re-

sponds to the perfor-

mance of the overall

economy (see Figure 2). '^Tien North

Carolina's economy goes into recession,

growth in sales tax revenue slows down,

and sales tax revenue may even decrease.

During a recession, sales tax revenue

does not decline as fast as the overall

economy or the state go\'emmenr's total

budget because even when times are

tough, consumers and businesses spend

money on necessities. They may spend

down savings or borrow to cover costs

if their incomes fall.

Revenue from land transfer taxes,

however, is highly sensitive to the per-

formance of the economy. Almost all

U.S. recessions begin in the housing

market.-' Slowdowns in housing sales

drag the entire economy down. Rather

than being linked just to home prices, as

the property' tax is, the land transfer tax

is Unked to prices and the number of sales.

Although prices are slow to fall, sales of

homes can plummet. Few homeowners

will sell their homes for a loss, and build-

ers have no incentive to start homes that

the\" do not think they can sell. So when

the housing market be-

comes weak, prices re-

main stable, but the num-

ber of homes that are

sold each month declines

drastically, and homes

stay on the market for

much longer periods.

Therefore a county

that depends on the land

transfer tax to meet

spending needs could

find itself facing a budget crisis going

into a recession (see Figure 3).

North Carolina's Economic

Outlook for 2008 and 2009
If both revenue sources are sensitive to

economic conditions, what kind of

economy can the state expect over the

ne.xt few years? Economic forecasting

has always been more art than science,

but a few developments are predictable.

The downturn in the national

housing market probably will continue

at least through 2008 and into 2009.

Increases in home prices nationally have

followed a pattern similar to that in the

late 1980s in Los Angeles County. Los

Angeles County experienced what at the

time was an unprecedented boom in

housing prices. They peaked in 1990.

Figure 2. Collections and the Trend in Revenue from the

One-Cent Sales Tax, 1992-2006
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Source: North Carolina Department of Revenue. "Part III: State Tax Collections.

wvAv.dor.state.nc.us/publications/abstract/2007/part3.html.

From 1990 to 1996, they feU roughly 27

percent, according to data compiled by

Standard and Poor's."*

The national increase in home prices

from 2002 to 2006 was similar in size

and shape to the Los Angeles bubble.

Nationally, housing prices fell a record

8.9 percent in 2007 from their peak in

2006. They would have to fall an addi-

tional 19.9 percent in 2008 to match

the 27 percent total decline seen in the

aftermath of the Los Angeles boom.-'

Home prices must therefore fall signifi-

cantly faster than the record decline set

in 2007 if the likely bottom in the hous-

ing market is to be reached by the end

of 2008. This makes it quite probable

that the housing bust will continue at

least into early 2009.

To compound matters, the govern-

ment has limited resources for combat-

ing the decline in housing prices. Typi-

cally, booms and busts in the housing

market are driven in part by changes in

mortgage interest rates. Mortgage in-

terest rates are in turn driven by inter-

bank lending rates, set by the Federal

Reserve Board.

This housing boom has been different,

though. The Federal Reserve Board be-

gan raising rates in 2004, in part to stop

the housing bubble while it was still

small.* The bubble, however, accelerated

throughout 2004, 2005, and the begin-

ning of 2006 because of a change in

how mortgages were financed on Wall

Street. These changes made it easier for

borrowers with poor credit histories to

obtain loans and borrowers with good

credit histories to obtain much larger

loans than in the past. More borrowers

meant more buyers and an increasing

demand for homes.

Unfortunately, those borrowers

began to default on their loans in

much larger numbers than ever before.

Throughout the second half of 2007

and into 2008, banks and other insti-

tutions began undoing the changes that

made loans easy to obtain and, indeed,

instituted new guidelines that made

some loans even more difficult to obtain

than before 2004.

These higher loan standards are

shrinkmg the pool of borrowers and

causing the demand for housing to fall.

Just as the Federal Reserve Board was

unable to stop the rise in housing prices
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associated with looser lending standards,

it seems unable to stop the fall in hous-

ing prices associated with more strin-

gent lending standards.

This situation offers further reason to

think that the decline in housing prices

will continue for some time. It also sug-

gests that states such as North Carolina,

which experienced little in the way of a

housing bubble, may not be completely

spared from the housing bust. Home
prices in North Carolina did not rise

Figure 3. Collections and the Trend in Revenue from the

Land Transfer Tax, 1992-2006
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Source: North Carolina Department of Revenue, "Part III: State Tax Collections,"

www.dor.state.nc.us/publications/abstract/2007/part3.html. Land transfer taxes were
estimated using a measure of deed stamp revenue.

dramatically, in part because a steady

supply of new home building absorbed

increases in demand. As those buyers

disappear, however, there may be a glut

of housing in the state, which will drive

down prices.

Yet North Carolina has a growing

population. Therefore, any excess in-

ventory in new homes is likely to sell off

faster in North Carolina than in the rest

of the country. Relative to the nation as

a whole, the oudook for housing in North

Carolina is better than average, but

there still will be significant challenges

in 2008 and 2009.

As a result, revenue from a land

transfer tax may grow more slowly,

on average, for the next couple of

years and be much less predictable.

After the storm passes, the state should

return to steadier growth in potential

receipts from the land transfer tax,

but that revenue source will always

be sensitive.

Regarding the sales tax, recessions

usually begin in housing and then spread
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to the rest of the economy. Only twice

in the nation's history has a housing

downturn not led to a national recession:

once at the heginning of the Korean

War and again at the beginning of the

X'ietnam War. At this time, signs point

toward a recession.'

Recessions are r\pically associated

with slower growth in sales tax revenue

and, in some cases, an outright decline.

The decline is not as severe as that asso-

ciated with the land transfer ta.x. How-
ever, counties should be aware that sales

tax growth may be lower than projected

in 2008 and 2009.

Tax Incidence

Determinmg who bears the burden of a

tax can be complex. For example, even

though gasoline distributors have the

statutory responsibilin- to pay an excise

tax per gallon of gasoline, they simply

raise the price of gasoline to recoup the

tax. Gasoline consumers end up paying

most of the tax.

On the other hand, sales taxes are

charged directlv to consumers. Yet con-

sumers have a limited budget. The more

in sales tax they pay, the smaller their

budget for goods and services. There-

fore an increase in the sales tax will r\'-

pically lower the total amount that con-

sumers purchase. So an increase in the

sales tax will mean less revenue for

some businesses.

For example, if a family spends

$100 a week on groceries plus 2 per-

cent in a sales tax, its total expenditure is

$102. If the sales tax is raised to 5 per-

cent, that same family must pay $105 a

week for the same groceries. Therefore

it has $3 less for some other purchase.

In this way, the sales tax affects not only

consumers but also businesses.

Changing prices or shopping be-

havior in response to taxes is called

"shifting the burden." Stores shift the

burden of excise taxes onto consumers

by raising prices. Consumers shift the

burden of sales taxes onto stores by re-

ducing the amount of their purchases.

So who will end up paying for the

new sales or land transfer taxes?

The degree to which sales tax burdens

are shifted depends on whether the goods

being taxed are necessities or discretion-

ar\- purchases. Sales taxes on necessities

are generally borne by consumers. When
faced with higher taxes on necessities,

consumers have little choice but to pay

them. In addition, retailers such as Wal-

Mart tend to operate on thin margins to

begin with and have little room to lower

prices further when their shoppers face

higher taxes.

NX'hen the sales tax falls on discre-

tionary items, however, consumers will

reduce their overall purchases. They

ma}' reduce the number of times per

month that they eat at restaurants or go

to the movies. So restaurants, movie

theaters, and other discretionar\' retailers

may see a decrease in revenues after an

increase in the sales tax.

The land transfer tax tends to be

more straightforward. It is charged to

the seller of the property, and in most

cases, the seller actually bears the cost.

Sellers of land cannot shift the burden

as easily to buyers because sellers are

accepting the highest bid. If the buyer

already is paying more than the next-

highest bidder, why should he or she

pay any more?

The seller's only alternative is to

threaten to take the properr\' off the

market unless the buyer pays a higher

price to include the land transfer tax.

Most sellers do not have the option of

taking their properties off the market.

A few sellers, however, are likely to

have that kind of negotiating power.

Sellers of commercial real estate and

homebuilders can choose not to develop

land if doing so is not profitable. In this

case, they may hold back propert)' from

the market unless buyers are willing to

incur a portion of the land transfer tax.

Like the sales tax, the land transfer tax

IS relatively small, and the burden, rela-

tively light. However, the land transfer

tax falls on a smaller group of taxpayers

and therefore is a somewhat heavier

burden per taxpayer than the sales tax.

As a general principle, each additional

dollar of tax burden is harder on a tax-

payer. Thus, taxes will be less onerous if

they are spread across as wide a group

as possible. If a count)' already has high

propert}' taxes, it might make taxes less

burdensome by increasing sales taxes

than b}' initiating a land transfer tax,

which also falls on propert)- owners
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when they sell their property. On the

other hand, counties with low property

tax burdens may find it less onerous to

increase the land transfer tax than to

add a quarter of a cent to the combined

state and local sales tax rate.

The Effect on Local

Economic Growth

Concerns have long been raised that high

tax rates slow economic growth. Indeed,

some international evidence suggests

that nations with high taxes grow more

slowly than nations with low taxes.** In

the United States, however, the evidence

has been mixed. The longest sustained

period of growth in modern U.S. history

was during the 1990s, which coincided

with relatively high national tax rates.

Nonetheless, a community may be

rightfully concerned that relatively

higher taxes will put it at a disadvantage

in attracting businesses and residents.

On this issue, there are two points to

keep in mind.

First, the proposed tax increases are

both rather small, and any effect on

A common concern is

that higher taxes will hurt

economic growth.

growth is likely to be relatively small

as well. The studies that indicate the

largest increase in growth rates from a

decrease in taxes suggest that an in-

crease of 10 percent in the total tax

burden could result in

a total decrease in

growth of 4.8 per-

centage points over a

fifty-year horizon, or

less than 0. 1 percent-

age point of growth

per year. The proposed tax increases

would represent an increase in the total

tax burden for the average North Caro-

linian of 1.2 percent. The resulting de-

crease in growth would then be approxi-

mately 0.6 percentage point over fifty

years, or roughly 0.01 percent per year.^

Therefore, even the largest estimate

produces a rather small effect on growth.

Second, and more important, the ef-

fect of taxes on growth depends on how
the revenue is used. If it is used for pro-

jects that do little to enhance a commu-
nity's desirability as a place to live and

work, then the tax is more likely to have

a negative impact on growth. If the

revenue is spent on critical construction

needs or other high-value projects, how-

ever, then a tax increase may lead to

more rapid growth.

Concerns about growth are typically

most acute in relation

to the land transfer

tax. The land transfer

tax by itself does make

it less profitable for

developers to build

new housing. The pro-

posed tax would reduce a developer's

revenue by 0.4 percent. However, this

disincentive to develop could potentially

be offset if the increase in tax revenue is

used to fund projects that increase de-

mand for housing in the county.

New school construction, for example,

could raise the quality of education in a

county and increase the demand for

housing there. This increase in demand

might outweigh the negative effects of

the tax on growth.

Suppose that a developer is consider-

ing building a house that costs $95,000

to construct and will sell for $100,000.

The builder will make a profit of $5,000.
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Table 2. Results of 2007 Referendums

County Revenue Option Result

Brunswick

Catawba

Chatham

Columbus

Cumberland

Davie

Davie

Gates

Graham

Graham

Greene

Harnett

Harnett

Henderson

Hertford

Hoke

Johnston

Johnston

Lenoir

Macon

Martin

Moore

Pender

Pitt

Robeson

Rutherford

Rutherford

Sampson

Surry

Swain

Union

Washington

0.4% land transfer tax

1/4$ sales tax

0.4% land transfer tax

1/4$ sales tax

1/4$ sales tax

0.4% land transfer tax

1/4$ sales tax

0.4% land transfer tax

0.4% land transfer tax

1/4$ sales tax

1/4$ sales tax

0.4% land transfer tax

1/4$ sales tax

0.4% land transfer tax

1/4$ sales tax

0.4% land transfer tax

0.4% land transfer tax

1/4$ sales tax

1/4$ sales tax

0.4% land transfer tax

1/4$ sales tax

0.4% land transfer tax

0.4% land transfer tax

1/4? sales tax

1/4$ sales tax

0.4% land transfer tax

1/4$ sales tax

1/4$ sales tax

1/4$ sales tax

0.4% land transfer tax

0.4% land transfer tax

1% land transfer tax

Failed

Passed

Failed

Failed

Failed

Failed

Failed

Failed

Failed

Failed

Failed

Failed

Failed

Failed

Failed

Failed

Failed

Failed

Failed

Failed

Passed

Failed

Failed

Passed

Failed

Failed

Failed

Passed

Passed

Failed

Failed

Failed

Source: North Carolina Association of County Commissioners, "Six Counties to Pursue Sales Tax

in November," www.ncacc.org/2008revenueoptions, html.

If the county' introduces a land transfer

tax of 0,4 percent, the builder will pay

an extra $400 to build and sell the

home, reducing the profit to $4,600.

However, if the county uses the tax

revenue to construct a new school, the

sale price of houses in the community

may rise to $101,000 or more. The

builder then would have costs of

$95,000 plus $404 in a land transfer tax,

but the home would sell for $101,000.

Thus the builder would make a profit of

$101,000 minus $95,404, or $5,596—

more than the original $5,000. By using

the revenue from the land transfer tax

to enhance the community's value, the

county has contributed to an increase

in builders' profits and encouraged

faster growth. Therefore the key ques-

tion is whether or not the tax revenue

can be put to use in a way that increases

the quality of life of the community

and the demand of potential residents

to live there.

Tax Fairness

The evaluation of tax fairness, or tax

equity, depends as much on personal

values as it does on data. However,

economists use three metrics to measure

the fairness of a tax code: horizontal

equity, vertical equity, and ability to pay.

"Horizontal equity" means that the

tax code treats similar taxpayers in the

same way. A tax code has more hori-

zontal equity if it does not contain spe-

cialized exemptions or deductions that

only a select group of taxpayers can

claim. To qualify as horizontally equi-

table, a tax code must base its existing

exemptions or deductions on material

circumstances rather than political clout.

The sales tax has been criticized as

horizontally inequitable because it ap-

pUes to the sellers of tangible goods but

not the sellers of services. For example,

a company that rents landscaping

equipment has to charge its customers a

sales tax, whereas a company that per-

forms landscaping services does not.

The companies are similar in terms of

the market they serve, but one faces a

higher tax burden.

At first glance, the land transfer tax

seems to fall on homeowners, but not

renters. However, this is not exactly the

case. Real estate developers are one of

the few groups that are able to pass

some of the land transfer tax on to con-

sumers. Developers who build apart-

ment complexes may be able to pass the

tax on to apartment management

companies, which may then pass it on

to renters. The e.xtent to which they can

pass it on depends on the particulars of

the market, but renters may bear some

of the burden of the land transfer tax.

Vertical equity measures the progres-

sivity of a tax code. A tax code has more

vertical equity if wealthier taxpayers

pay a larger share of their income than

poorer taxpayers pay of their income.

The desirability of vertical equity is

hotly debated. However, the economic

intuition is that it is more difficult for

poorer residents to afford taxes. There-

fore the overall burden of taxation is

reduced if the wealthy pay a larger share.

Because economists cannot know for

sure how hard it is for any family or

individual to meet a tax bill, they can-

not know how much progressivity, if

any, is best. They can, however, analyze
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which taxes are more

progressive and which

are less.

Sales taxes are

among the least pro-

gressive taxes. They

apply only to the por-

tion of a person's income that he or she

uses to purchase tangible goods. Lower-

income residents use a larger fraction of

their income for purchasing than for

saving or investing, and their purchases

tend to be weighted heavily toward

goods rather than services. Therefore a

lower-income family often pays a larger

fraction of its income in sales tax than a

wealthy family does, resulting in low

vertical equity for the sales tax.

The land transfer tax, on the other

hand, is one of the most progressive

taxes. As income rises, households spend

an ever-greater fraction of it on property

(whether as a home or for an investment).

Wealthier families may own many times

the value of property that low- and

middle-income families own.

Ability to pay is similar to progres-

sivity, but there is a subtle difference.

Spreading taxes across as

wide a group as possible

malces tliem less burdensome

on the individual taxpayer.

A tax conforms to the

ability-to-pay standard

if everyone who is

required to pay taxes

has sufficient income to

do so. The sales tax, for

example, is low in

progressivity, but meets the ability-to-

pay standard because a person pays the

sales tax only if he or she is purchasing

a product. If the person does not have

the necessary funds to pay the sales tax,

then he or she will not buy the product.

Property taxes, on the other hand, do

not meet the abiliry-to-pay standard. A
resident's property tax bill may exceed

his or her entire income. Therefore the

resident may face a tax that he or she

does not have the ability to pay.

The land transfer tax is charged only

when a property changes ownership in

exchange for money, not when it is

transferred through gifts or inheritance.

As a result, the land transfer tax almost

always meets the ability-to-pay standard.

In a few cases, a landowner may be

forced to sell a property for less than he

or she owes on the mortgage, and the

mortgage holder will attempt to collect

the difference. Such cases are rare be-

cause mortgage holders typically do not

attempt to collect the difference. When
these cases arise, however, the proposed

land transfer tax would add to the

amount that the mortgage holder

attempts to collect.

Results of Referendums on

Sales and Land Transfer Taxes

In 2007, fifteen counties held a referen-

dum on the 0.4 percent land transfer

tax, and one held a referendum on a

previously authorized 1.0 percent land

transfer tax. In all sixteen counties, the

referendum failed. Sixteen counties also

held a referendum on the one-quarter-

cent sales tax. In five counties, the

referendum passed. (For the type of tax

involved in the referendums and the

results by county, see Table 2.)

As of June 2008, twenty-one more

counties had held a referendum on the

one-quarter-cent sales tax. In three

counties, the referendum passed. Also,

four more counties had held a refer-
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Table 3. Referendums Scheduled for 2008 and Results to Date

County Revenue Option Date Outcome

Alexander 1/4(|: sales tax January 8 Passed

Ashe 0.4% land transfer tax May 6 Failed

Burke 1/4(1: sales tax November 4 —
Columbus 1/41); sales tax November 4 —
Cumberland 1/4$ sales tax May 6 Passed

Duplin 1/4(1: sales tax May 6 Failed

Edgecombe l/4(t sales tax May 6 Failed

Gaston l/4(f sales tax May 6 Failed

Gates 0.4% land transfer tax May 6 Failed

Greene 1/4(1: sales tax May 6 Failed

Guilford 1/4(1: sales tax May 6 Failed

Haywood 1/4(1: sales tax May 6 Passed

Henderson 1/4(1: sales tax May 6 Failed

Hertford 1/4(1: sales tax May 6 Failed

Lee 1/4(1: sales tax May 6 Failed

Lincoln 1/4(1: sales tax May 6 Failed

Moore 1/4(1: sales tax May 6 Failed

Nash 1/4(1: sales tax May 6 Failed

Onslow l/M sales tax May 6 Failed

Orange 0.4% land transfer tax May 6 Failed

Polk 0.4% land transfer tax November 4 —
Randolph 1/4(1: sales tax May 6 Failed

Rockingham 1/4(1: sales tax May 6 Failed

Stanly 1/4(1; sales tax May 6 Failed

Tyrrell 0.4% land transfer tax May 6 Failed

Wayne 1/4(1: sales tax May 6 Failed

Wilkes 1/4(1: sales tax May 6 Failed

Wilson 1/4(1: sales tax May 6 Failed

Source: North Carolina Association of County Commissioners, "Six Counties to Pursue Sales Tax

in November," www.ncacc.org/2008revenueoptions.html.

endum on the land transfer ta.x, and in

all tour, the referendum failed. Three

additional counties plan a referendum

in 2008, two on the sales ta.x and one

on the land transfer tax. (For the type of

tax involved in the referendums and the

results by count\', see Table 3.)

Conclusion

Counties may choose berween two new

revenue options, a one-quarter-cent in-

crease in the sales ta.x and a 0.4 percent

land transfer tax. Statewide, the sales tax

would \-ield more re\'enue, >'et some coun-

ties would receive greater revenue m the

first year from the land transfer tax. In

general, revenue from the land transfer

ta.x will grow faster than re\'enue from the

sales ta.x, and the land transfer tax is more

likely to keep pace with rising construc-

tion costs. However, the land transfer tax

is less stable than the sales ta.x because it

is tied to the real estate market, which is

likely to be turbulent over the next few-

years. The tax tends to fall on wealthier

residents more heavily. However, the

poor are not e.xempt, for the ta.x is

sometimes shifted into rental costs.

The sales tax is both steadier and

more familiar, yet on a statewide basis,

it is projected to grow more slowly than

the economy as a whole. Also, it tends

to be regressive and can hit the poor

particularly hard.

In analyzing tax options, economists

deal with mathematical models and

statistical evidence. Most policy makers

find these tools helpful. Major policy

decisions, however, depend crucially on

values that no statistical analysis can

answer. For a given county, one of the

taxes may raise more money now, raise

more money in the future, and have

growth and economic-sensitivity proper-

ties that match that counts' 's needs. Yet

if that tax increases the burden on a

group that the county's leaders feel is

already overburdened, then choosing

another revenue source is perfectly ap-

propriate for the counD.'.
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POPULAR GOVERNMENT

A Balanced Approach to Implementing the Balanced Scorecard

William C. Rivenbark and Eric J. PetersoTt

Robert S. Kaplan and David P.

Norton introduced the balanced

scorecard to the private sector in

1992 as a methodology for measuring

an organization's performance beyond

profit margins and dividend yields.' They

realized that executives rely on more

than financial indicators when making

decisions, and they concluded that a

wider range of performance measures

was needed to capture the financial and

operational performance of an organi-

zation. They also observed that perfor-

mance measurement systems often are

designed to measure specific employee

tasks with workload indicators, which

Hillsborough seeks to preserve its unique

heritage and small-town character.

can create an environment of behavior

control rather than creative thinking.

The balanced scorecard, which measures

four dimensions of an organization

—

financial, internal business, innovation

and learning, and customer—is designed

to promote a culture that emphasizes

strategy development for maximizing

the efficiency and the effectiveness of

service delivery.

Although originally designed for

the private sector, the balanced score-

card soon found its way into local govern-

ment. By 1998 at least twenty-three

municipal governments had adopted the

balanced scorecard because performance

in the public sector always has been a

multidimensional concept.- However,

organizational barriers to this manage-

ment tool have tended to make it an

option only for large local governments.

These barriers include inadequate man-

agement sponsorship, organizational

resistance to change, lack of employee

skills, and difficulty in measuring ser-

vice effectiveness.^

In response, this article presents a

case study of how a smaller local gov-

ernment in North Carolina adopted the

balanced scorecard. The town of Hills-

borough, with a population of 6,240,

Rivenbark is a School of Government fac-

ulty member specializing in local govern-

ment administration. Peterson has been

the manager of Hillsborough since 1997.

Contact them at rn'enbark@sog.iiuc.edtt

and eric.peterson@hillsboroiigh.org.
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had advanced its performance measure-

ment system for some time, but needed

an approach that hnked departmental

performance and organizational goals.

After describing how Charlotte, North

Carolina, modified the balance scorecard

to make this connection, the article dis-

cusses the process that Hillsborough used

in adopting the management tool. It then

presents Hillsborough's balanced score-

card, including how the town's vision,

mission, and strategic priorities (goals)

are supported with town objectives from

a balanced scorecard perspective, and

how specific departmental balanced

scorecards are designed to support these

objectives with performance measures.

The article concludes with examples of

how Hillsborough has used the bal-

anced scorecard to support funding de-

cisions and with a discussion on under-

standing "balanced" in the context of

implementing the balanced scorecard.

Overview of

the Balanced Scorecard

In 1996, when Charlotte became the

first municipalit}- in the United States to

adopt the balanced scorecard, cin- offi-

cials realized that they had to modif\"

the management tool in order to make it

fit the public sector."* An overall modifi-

cation was to align the balanced score-

card with the citv's vision and strategic

themes (see Figure 1), ensuring that ob-

jectives and measures selected for each

of the four dimensions would provide

feedback on the o\erall direction of the

organization.

The cir\- also had to modif}- the four

dimensions of the balanced scorecard.'

To address the customer dimension, the

private sector can rely primarih* on prox)'

measures that are calculated from sales

data. Although prox"\- or administrative

measures often are used in the public

sector, some local governments use citi-

zen surveys to assess service qualin."

directly." Charlotte changed this dimen-

sion to "Serve the customer," reflecting

the cit\' government's proactive organi-

zational culture. It identified a blend of

administrative and customer-satisfaction

indicators to measure six objectives in

this dimension: "Reduce crime," "In-

crease the perception of public safet\-,"

"Strengthen neighborhoods," "Provide

The balanced scorecard

calls for strategies to make

service delivery as efficient

and effective as possible.

transportation choices," "Safeguard the

environment," and "Promote economic

opportunity." An example of an admin-

istrative indicator is average on-time per-

formance for the transit system, which

supports the objective
|

of providing trans-

portation choices. An
example of a custo-

mer-satisfaction indi-

cator is the percentage

of citizens who report

feeling safe in neigh-

borhoods, which sup-

ports the objective of increasing the

perception of public safety.

The internal business dimension did

not require major modification. Kaplan

and Norton envisioned that organiza-

tions would turn to their performance

measurement systems to select or develop

measures for this dimension, which fo-

cuses on the efficiency and the effective-

ness of processes and procedures. Char-

lotte mereh' renamed this dimension

"Run the business." It relies primarily

on effectiveness measures to support

three objectives: "Develop collaborative

solutions," "Enhance customer service,"

and "Improve technology efficiencies."

For example, the measure of percentage

of 9 1 1 calls answered within thirt\'

seconds was selected as part of the ob-

jective of enhancing customer service.

Kaplan and Norton proposed mea-

sures like sales growth, operating in-

come, and market share for measuring

the financial dimension of the organiza-

tion. Because organizations in the public

sector are not profit driven, Charlotte

broadened this perspective to "Manage

resources" and identified four objectives:

"Maintain its AAA bond rating," "De-

liver competitive services," "E.xpand its

tax base and revenues," and "Invest in

infrastructure." It then selected perfor-

mance measures to track progress toward

achieving each objective. For example,

the cit\''s street-resurfacing cycle as

calculated by annual funding is used to

measure the objective of investing in

infrastructure.

Finally, Charlotte needed to make sub-

stantial modifications in the innovation-

and-learning dimension. Kaplan and

Norton designed this dimension pri-

marily to capture product development.

The public sector is more involved in

providing labor-intensive services than in

developing products, and this requires a

different philosophical approach to

measuring innovation and learning.

Charlotte renamed the dimension "De-

velop employees" and

selected three objectives:

"Achieve a positive em-

ployee climate," "Recruit

and retain a skilled,

diverse workforce," and

"Promote learning and

growth." A key perfor-

mance measure for track-

ing recruitment and retention is the rate

of voluntary turnover.

Charlotte's successful experience with

modif) ing, adopting, and implementing

the balanced scorecard suggests that

certain management tools designed for

the private sector can be used in the

public sector. But as with any manage-

ment tool, local governments must be

prepared to make further modifications

to the balanced scorecard during the

adoption process in order to align it with

their individual needs. Also, local govern-

ments with experience in performance

measurement are better candidates for

the balanced scorecard, because they are

more experienced at responding to the

complexin* of tracking performance

within four dimensions that are not mu-

tually exclusive. In other words, under-

standing what the different t)'pes of

measures are, what service aspects they

capture, and how they can be used to

make decisions helps officials place the

measures in the appropriate dimension.

Organizations need a champion of

the balanced scorecard to enhance the

hkelihood of success. The cir\- manager

of Charlotte embraced that role, believ-

ing that the management tool would aid

in meeting the cit)''s needs for better per-

formance and greater accountabilit\\"

However, Charlotte did not adopt the

new management tool simply as another

way to measure and report performance.

It embraced the tool within the larger

framework of new public management,

which was partially being driven by the

reinventing government movement of

the early 1990s. The mayor and the

council strongly supported this change

in organizational philosophy, which

included cost reduction, innovation,

and reduction of hierarchy.

POPULAR G O \' E R N M E N T



Figure 1. Charlotte's Balanced Scorecard Template

Vision Community of Choice for Living. Working, and Leisure

Strategic Tliemes City Council Focus Issues

Community Safety Communities within a City Environment Transportation Economic Development

Strategic Principle Comprehensive Citizen Service

Serve tine Customer

Corporate Scorecard

Reduce
crime

Increase perception

of public safety

Strengthen

neighborhoods

Provide transportation

choices

Safeguard

environment

Promote economic
opportunity

Run the Business Develop collaborative solutions Enhance customer service Improve technology efficiencies

Manage Resources Maintain AAA
bond rating

Deliver competitive

services

Expand tax base
and revenues

Invest in

infrastructure

Develop Employees Achieve positive employee climate Recruit and retain sl<illed,

diverse workforce

Promote learning and growth

Source: For more information, see City of Charlotte, Budget and Evaluation Office, Strategic Planning Handbook: Charlotte's Model for Integrating

Budget and Performance Management, FY 2009 (6th ed., Charlotte, NC: October 2007), www.charmeck.org. Click on "Budget" (in the City

Manager/Budget/Clerk" line), then "Publications."

Hillsborough's Adoption Process

Hillsborough made significant progress

in performance and financial manage-

ment between 1998 and 2004. Depart-

ments were encouraged to develop per-

formance measures and to use them in

decision making. Budget development was

changed from a line-item, incremental

process to a planning process that in-

cludes program budgeting, plus two years

of financial forecasting to anticipate fu-

ture problems and needs.'* These changes

were fundamental in setting the stage

for a management tool like the balanced

scorecard. The organizational environ-

ment was moving in the direction of ac-

cepting change rather than resisting it, and

employees were developing the skills

necessary for performance measurement.

The manager suggested to the board

in a September 2005 memorandum that

it consider creating a mission statement

and strategic priorities, including having

departments conduct annual operational

reviews to identify efficiency gains, as

the next steps in an overall theme of

making Hillsborough a high-performing

organization."* The manager wanted to

build on the momentum developed be-

tween 1998 and 2004 and to avoid or-

ganizational complacency. The strategic

priorities and the operational reviews

would become the drivers of the annual

board retreat for establishing budgetary

goals and objectives. The memorandum
also introduced the board to the bal-

anced scorecard, based on the model

developed by Charlotte.

The board was interested in the an-

nual operating reviews by departments

because efficiency was a value shared by

a majority of board members. However,

the board was not interested in identi-

fying a mission statement and strategic

priorities at that time because its

decision-making processes were focused

on the immediate needs of resource al-

location and service delivery. The man-

ager responded by implementing the

annual operating reviews at the depart-

mental level. These consisted of (1) hav-

ing departments review their operations

and identify opportunities for improve-

ment; (2) providing better information

to the manager on service performance,

strategies for change, and resource allo-

cation; (3) communicating funding needs

to the board in the context of perfor-

mance; and (4) creating an evaluation

process to identify and respond to

strengths, weaknesses, opportunities,

and threats.

The board's reaction to the Septem-

ber memorandum was not unusual,

given the constant pressure on elected

officials to address immediate problems

and needs facing their communities. In

addition, board members often campaign

on how they can immediately affect the

community by transforming government

rather than how they can guide the

community toward its long-term vision.

Citizens want results. On the other hand,

governing is a shared responsibility, and

having board consensus on mission and

priorities can substantially strengthen

the decision-making processes at all

organizational levels.

The board experienced turnover in

late 2005, including the election of a

new mayor who immediately embraced

long-term planning. One of the first

priorities of the new board was to create

strategic priorities for Hillsborough,

which continued the process of building

the framework for the balanced score-

card. The strategic priorities addressed

quality of life, growth management,

economic development, superior ser-

vices, and community safety.

However, the town faced the same

problem that other local governments

often do after they adopt long-term goals:
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how did they connect these broad goals

to departmental services, and how did

they measure progress? The manager, in

his role as champion ot' the balanced

scorecard, reintroduced the management

tool to the board in November 2006 as

a methodology' tor making these connec-

tions. The board gave the manager a

green light on this initiative m Decem-

ber 2006.

The board held a retreat in Februar\

200" to create a balanced scorecard for

Hillsborough. In preparation tor the re-

treat, board members received informa-

tion on key definitions and components

of the management tool. A common
problem in local government is the lack

of generally accepted definitions of the

multiple and overlapping terms used for

performance measurement. For example,

"effectixeness measures" often is used

interchangeabU' with "outcome and

quality indicators." Board members

also received additional information

on Charlotte's balanced scorecard as a

general roadmap for the retreat.

Hillsborough's

Balanced Scorecard

At the retreat, the board and the staff

developed a balanced scorecard (see

Figure 2). The board started by devel-

oping a vision for the town, a mission

for the organization, and a set of core

values (see the sidebar on page 35) to

complement the strategic priorities that

already were in place.'" The board then

focused on identif\'ing the objectives that

the town would use to make progress

Figure 2. A Balanced Scorecard for Hillsborough

Our Vision for Hillsborough is

a prosperous Town, filled with

vitality, fostering a strong

sense of community, which

celebrates and preserves its

unique heritage and small-

town character.

We are stewards of the public

trust who exist to make the

Vision for Hillsborough a reality.

We manage and provide the

infrastructure, resources, and

services that enhance the

quality of life for the living be-

ings and land within our Town.

TOWN STRATEGY

Quality of Life

Superior Services

Community Safety

Growtii Management

Economic Development

PERSPECTIVES TOWN OBJECTIVES

Customer Strengthen Preserve Reduce Crime Enhance Expand Improve

SERVE THE COMMUNITY Citizen Cultural & & Increase Community Recreation, Satisfaction"""^" Involvement & Natural Citizen Safety Sustainability Walkability, & with Services

Access Resources Connectivity

Internal Business Process

RUN THE OPERATIONS
Enhance

Emergency

Preparedness

Provide

Responsive &
Consistent

Services

Improve

Communication

&
Collaboration

Excel at Staff

& Logistical

Support

Financial

MANAGE RESOURCES
Maintain

Fiscal

Strength

Invest in

Infrastructure

Develop Long-

Term Financial

Plans

Deliver

Efficient

Services

Learning & Growth Develop a Support Enhance

DEVELOP PERSONNEL Skilled & Training. Relations with

^^^^^ Diverse Learning. & Other Entities

Workforce Growth

Source: Town of Hillsborough. FY 08 Annual Budget and FY 08-10 Financial Plan, adopted June 11, 2007, www.ci.hillsborough.nc.us/documents/

IVIasterBudgetDocumentFY08.pdf.
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on the strategic priorities. An important

part of this process was that the board

used the strategic priorities, not the four

dimensions of the scorecard, to guide

development of objectives. In other

Core Values

• Maintain small-town nature and

strong sense of community.

• Serve as a catalyst for change.

• Build on Hillsborough's unique

"sense of place" including its

history, architecture, citizens,

river, and mountains.

• Recognize the community's

diversity.

• Promote a sense of unity among
neighborhoods—Hillsborough is

for everyone.

• Foster a sense of vibrancy

—

"Happening Hillsborough" is an

alive community where things

are growing, happening, with

lots of positive energy.

• Recognize those citizens who
are not able to pay by looking at

ways to keep services

affordable.

• Provide high-quality customer

service by supplying basic

services.

words, the board focused on identifying

the most important objectives for the

town rather than constraining them-

selves to an equal number of objectives

for each dimension. After the retreat,

staff placed the objectives in the dimen-

sions, and through several iterations,

the board reached a consensus on them.

Harry Hatry, a nationally recognized

expert in performance measurement,

has expressed concern that the word

"balanced" may equate to placing equal

value on the four dimensions, which

could hinder the profession's work on

performance measurement and its push

for measuring service effectiveness." The

goal during Hillsborough's adoption pro-

cess was not to develop a truly balanced

scorecard, but to ensure that the four di-

mensions
—

"Serve the community," "Run

the operations," "Manage resources,"

and "Develop personnel"—were ad-

dressed. Although Hatrv's concern about

not losing sight of service effectiveness is

reasonable, the reality is that implement-

ing strategies for service improvement

can affect multiple dimensions of the

organization. It can alter an organiza-

tion's financial condition, change the way

in which it provides services to custo-

mers, and require employees to acquire

new skill sets.

The next step was to align the bal-

anced scorecard with departmental

performance. Charlotte approached this

step by having departments identify and

Public Works staff in Hillsborough

plant trees at a site that is to become

a park.

support the objectives over which they

had the most influence. Hillsborough

modified this step by having each de-

partment develop a set of performance

measures for each of the four dimen-

sions, including targets for the next

fiscal year.

The manager used this approach for

two reasons. First, he wanted the de-

partments to develop a robust set of

performance measures, moving them

beyond workload inciicators.'- Second,

he wanted each department to under-

stand how its services ultimately affec-

ted the strategic priorities, mission, and

vision of the organization.

The town also implemented an an-

nual survey of citizens to help develop

measures for the dimension of "Serve

the community." The first survey was

conducted in summer 2007 to start the

process of monitoring and benchmark-

ing key issues related to public safety,

communication, town management,

governing, and customer service.'^

An internal service function like fleet

maintenance, which provides services to

other town departments, has the ability

to influence town objectives in each of

the four dimensions. An abbreviated

balanced scorecard for Hillsborough's

motor pool illustrates this point (see

Table 1). Two of the more interesting

measures are amount of used motor oil

and antifreeze recycled and percentage

of parts and supplies purchased locally.

These measures show how the motor

pool supports the town objectives of

preserving cultural and natural resources

and enhancing community sustain-

ability, respectively.

The motor pool is currently below its

performance target for percentage of

services performed on schedule. This

performance measure is important to

the motor pool (and to other depart-

ments that rely on rolling stock units for

service delivery—for example, the police

department, which aims to maintain an

active presence in the communit)', and

the public works department, which

aims to complete routes on schedule).

The motor pool now is responsible for

identifying and selecting strategies for
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Table 1. Abbreviated Version of Balanced Scorecard for IVIotor Pool, FY 2007-2008

Perspective

IVIotor Pool Initiatives

Townwide "What will the

Objective department do?"

Measures

"How will the department

know when the desired

results are t>eing

achieved?"

Performance Data

Prior-Year Actual Target

Serve

Community

Preserve cultural

and natural

resources

Prevent contamination

of stormwater by cap-

turing and recycling

used oil and antifreeze

Amount of used

motor oil and

antifreeze recycled

501 gallons 500 gallons

Run Operations

Enhance

community

sustainabiiity

Excel at staff

and logistical

support

Buy parts and sup-

plies locally when
cost-effective, thereby

supporting local busi-

nesses

Manage efficient and

effective preventative

maintenance program

Percentage of parts

and supplies

purchased locally

Percentage of

services performed

on schedule

59%
1

60%

88% 90%

Manage
Resources

Deliver efficient

services

Provide efficient

services by preparing

monthly report listing

repair and service

cost per vehicle

Average maintenance

cost per vehicle

$855 $850

Develop

Employees

Develop skilled

and diverse

workforce

Emphasize completion

of Automotive Service

Excellence (ASE)

certification program

ASE certifications

obtained

11 24

exceeding its target of 90 percent of

services performed on schedule.

Support of Budget Decisions

The balanced scorecard is a critical parr

of Hillsborough's budget process. In

preparation for the town's annual retreat

to begin the budget process, board mem-
bers receive information on midyear per-

formance results and the annual opera-

tional reviews. They use this information

to reevaluate the scorecard and to help

prioritize funding initiatives for the com-

ing fiscal year, which the manager incor-

porates into the proposed budget.

An example is how the board used

the town objectives to fund an energy

audit of all its main facilities, which re-

sulted in an additional funding request

to implement energy efficiency improve-

ments. This decision responded to the

objective of preserving cultural and

natural resources, from the servint;-the-

communit)' dimension, and the objec-

tive of delivering efficient services, from

the managing-resources dimension. The

performance indicator used by the ad-

ministration department to measure pre-

serving cultural and natural resources

was tons of carbon dioxide emitted

from town buildings.

Another example of using the bal-

anced scorecard to make funding de-

cisions comes from the utilities depart-

ment. The department decided to install

generators at se\eral sewer pump stations

that lacked emergency stand-by power.

This decision has directly affected two

of the four dimensions of the balanced

scorecard. The new generators should

lower the number of sewer overflows,

which links to the ser\'ing-the-communif\-

dimension through the objective of pre-

serving cultural and natural resources.

Also, the generators will improve the

staff's ability to respond more effectively

to emergencies when a crisis arises in the

communin,', which links to the running-

the-operations dimension through the

objective of providing responsive and

consistent services.

Achievement of Balance

in the Balanced Scorecard

Although there are numerous overarch-

ing benefits to using the balanced score-

card, the primary factor that motivated

Hillsborough's town manager to pursue

its implementation was the possibility of

developing a management-and-budgeting

system that would help the town focus

on accomplishing its most important

strategic priorities and objectives. With

so many competing demands coming

from citizens and community groups,

local governments can easily get dis-

tracted and inadvertently redirect atten-

tion from top priorities.

The town manager was concerned

that Hillsborough, as an organization,
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was spending a disproportionate amount

of time addressing low-priorit>' problems,

including responding to the problem of

the day. Ideally the scorecard helps to

balance the competition between short-

term demands and long-term priorities

by reminding administrators and elected

officials how resources should be allo-

cated if the organization is to be success-

ful in fulfilling its mission. The town's

finance director may have said it best

when he commented that the scorecard

serves as an "alarm clock" during busy

times, reminding him of the most impor-

tant issues that he and his department

must accomplish.

The scorecard also adds balance to

the complementary roles of administra-

tors, elected officials, and citizens. Once

a scorecard is adopted, elected officials

know that their strategic priorities and

objectives have been clearly communi-

cated to internal and external stake-

holders (administrators and citizens,

respectively). There is less pressure on

administrators because departmental

action plans have been established via

these strategic priorities and objectives,

with initiatives, performance measures,

and targets. Micromanagement from

above should be less of a concern for

departments because they have clarity

on the desired results. With greater

understanding from all perspectives,

departments have additional freedom to

operate, experiment, and encourage

creativity in finding ways to implement

their initiatives to hit the targets identi-

fied in their scorecards. Also, citizens can

more readily understand what problems

their local governments are addressing

and where their local governments are

allocating resources. Having this under-

standing makes it easier for them to

be more informed and provide feedback

during budgetary preparation and

enactment.

Further, Hillsborough's annual per-

formance report creates an opportunity

for balance in adjusting strategies and

measures and in providing feedback on

which efforts have been successful and

which ones need to be reassessed. It is a

time to consider adjusting measures that

do not accurately reflect what the organi-

zation is trying to accomplish, eliminat-

ing measures that generate more work

than benefit, and adjusting targets that

may have been overly optimistic or not

sufficiently challenging. The ultimate

goal of using the scorecard is not to

create a surgically precise management

instrument, but to encourage practical

discussions that help everyone make
well-informed decisions.

Summary

This article describes how a smaller

local government has used the balanced

scorecard as an effective management

tool. Using Charlotte's e.xperience with

the balanced scorecard as a model for

implementation, Hillsborough has suc-

cessfully adopted the management tool

and used it to identify areas that need

improvement and to allocate resources

among competing demands.

Hillsborough's experience provides

additional support to the previous

finding that the success of the balanced

scorecard, like any management tool, is

correlated with having strong manage-

ment sponsorship. The managers in

Charlotte and Hillsborough embraced

this role. Arguably, the most important

aspect of successfully implementing the

balanced scorecard is supportive elected

officials. A visionary elected body that is

mission driven, as was the case in Char-

lotte and Hillsborough, is most likely to

see the scorecard as a balanced way to

accomplish its community's top stra-

tegic priorities.'"*
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POPULAR GOVERNMENT

Immigrants in Nortii Caroiina: A Fact Slieet

Sejal Zota

Over the last two decades, new-

comers to North CaroHna have

included large numbers of

immigrants, particularly from Latin

America and Asia. In recent years,

attention and concern have focused

on how immigrants affect the state,

including state and local government

functions. This fact sheet provides in-

formation on the size and the compo-

sition of North Carolina's immigrant

population, and data on its economic

impact. Specifically, the fact sheet

covers the following questions:

The autht)r is a School staff member who
specializes in immigration law. Contact

her at szuta(Siog.iinc.eJu.

How many immigrants live in North

Carolina?

How many of North Carolina's

immigrants are U.S. citizens?

How many people of Hispanic origin

reside in North Carolina? How many

are in the state legally?

How man\' immigrants speak English?

Do immigrants in North Carolina

pa}- taxes?

Do immigrants receive public benefits?

How man\ immigrants attend

public schools? What are the

associated costs?

What kind of impact do immigrants

have on the economv?

• Do unauthorized immigrants affect

employment outcomes of U.S.-born

workers?

This fact sheet will be updated

regularly. (For access to the most current

version and for other School resources

on immigration, see the sidebar on

page 39.)

How many immigrants live in

North Carolina?

In 2006, according to the U.S. Census

Bureau, North Carolina was home to

614,198 foreign-born people, making up

6.9 percent of the state's total population

(roughly 1 of every 15 people).' (For

definitions of terms like "foreign-horn
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people," see the sidebar on page 40.)

They came from at least forty-five coun-

tries. The regional breakdown was as

follows (see Figure 1):

Latin America—59.8 percent

Asia—20.5 percent

Europe— 11.5 percent

Africa—5.1 percent

Northern America (Canada, Ber-

muda, Greenland, and Saint Pierre

and Miquelon)—2.7 percent

Oceania (countries and islands in the

Pacific Ocean, including Australia)

—

0.4 percent

How many of North Carolina's

immigrants are U.S. citizens?

In 2006, about 16 percent of North

Carolina's immigrants were naturalized

citizens, according to the U.S. Census

Bureau.

'

How many people of Hispanic

origin reside in North Carolina?

How many are in the state legally?

People of Hispanic origin include both

those who are foreign-born and those

who are U.S.-born.^ In 2004 they num-

bered 600,193, or 7 percent of North

Carolina's total population, according

to a study by the Kenan Institute, the

University of North Carolina at Chapel

Hill.^ The study indicated that 55.0 per-

cent of Hispanic residents were residing

in North Carolina legally in 2004: 41.4

percent were U.S. citizens by birth, and

13.6 percent were naturalized citizens or

had a lawful immigration status. Forty-

five percent of Hispanic residents were in

North Carolina without authorization.

Some of the countries of origin were

Colombia, the Dominican Republic,

Ecuador, El Salvador, Guatemala, Hon-

duras, Mexico, Nicaragua, and Peru.

This fact sheet discusses immigrants

generally, but it often refers to data on

Hispanic residents specifically, because

statistics on that demographic group

are more easily found and because His-

panics are the largest immigrant group.

Statistics on Hispanics may be helpful in

certain contexts, but they are not a

pro.xy for data on all immigrants, for

two reasons. First, they are underin-

clusive of the true resident-immigrant

population because Hispanic immi-

grants (foreign-born Hispanics) make up

only 59.8 percent of North Carolina's

total immigrant population. Second,

statistics on Hispanics are overinclusive

of the immigrant population because

they generally include many people who
are U.S.-born citizens, as well as au-

thorized and unauthorized immigrants

(see Figure 2).

How many immigrants

speak English?

The number of immigrants who speak

English evolves over time. Scholars assert

that historically, within three genera-

tions, immigrants to the United States

have shifted from use of their native

tongue as their dominant language to

use of English.' Typically, first-generation

immigrants learn some English, but

their native language remains dominant;

second-generation immigrants are bi-

School ofGovernment Resources on Immigration

immigration increasingly affects state and local government across a broad

spectrum of policies, such as education, law enforcement, health care, and

employment. The School of Government has created resources to aid local

and state governments on issues related to immigration. Including the publica-

tion Immigration Consequences of a Criminal Conviction in North Carolina. It is

available online at no charge from www.ncids.org/0ther%20Manuals/

lmmigration%20Manual/Text.htm or for purchase at http://shopping.netsuite.com/

s.nl/c.433425/it.A/id.l229/.f?sc=7&category=4101. Additional resources,

including a current version of the accompanying fact sheet, may be found at the

School's immigration home page, www.sog.unc.edu/programs/immigration.

Readers also may contact Sejal Zota, an immigration law specialist, at

szota@sog.unc.edu or 919.843.8404.

Figure 1. North Carolina Immigrants

by Region of Origin, 2006

5.1% 2.7% 0.4%

11.5%

20.5%

Latin America

Asia

Europe

Africa

Northern America

Oceania

Source: U.S. Census Bureau. 2006 American
Community Survey {Washmgton. DC:. U.S.

Census Bureau, 2006), http://factfinder.

census.gov/servlet/ADPTable?_bm=y&-geo_

id=04000US37&-qr_name=ACS_2006_EST_
G00_DP2&-ds_name=ACS_2006_EST_G00_
&-_lang=en&-_sse=on.

lingual; and third-generation immigrants

predominantly speak English only.

In 2006, about 10 percent of North

Carolina residents spoke a language other

than English at home, according to the

U.S. Census Bureau. *" Of that group,

half spoke English "very well," and half

had limited proficiency in English.

Do immigrants in North

Carolina pay taxes?

Both authorized and unauthorized im-

migrants in North Carolina pay several

taxes.

They are required to pay sales ta.xes

when they purchase goods (including gas,

food, and clothes). Further, they must

pay property taxes if they own property.

Many immigrants also pay income

taxes. Authorized immigrants who are

legally employed have wages withheld

for tax purposes. Between one-half and

three-quarters of unauthorized immi-

grants are thought to pay federal and

state income taxes. Social Security taxes,

and Medicare ta-xes." Unauthorized im-

migrants who use false Social Security

numbers to work "on the books" pay
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pa\Toll taxes when their wages are with-

held. A study by the Center for Immi-

gration Studies estimated that in 2002

these unauthorized immigrants contri-

buted more than S7 biUion in taxes to

Social Security and Medicare, federal

programs from which the}' cannot receive

benefits.* Unauthorized immigrants %\'ho

work "off the books" can file tax returns,

make payments, and apply for refunds

through a special identification tax

number created by the Internal Revenue

Service to collect taxes from people

inehgible for a Social Security number.

No data are available on the amount

of taxes paid generally by immigrants m
North Carolina, but there are specific data

on Hispanic residents. The Kenan Insti-

tute study found that Hispanic residents

in North Carolina, including U.S.-born

citizens, authorized immigrants, and un-

authorized immigrants, paid an estimated

S756 million in state and local taxes in

2004."

Do immigrants receive

public benefits?

Certain immigrants, including refugees

and long-term legal residents, are eligible

for federal and local public benefits. Un-

authorized immigrants and certain groups

of authorized immigrants I including legal

immigrants who have been m the United

States for less than five vearsl are ineli-

Definitions of Terms

The term "foreign-born person" refers to a person who was not a U.S. citizen

at birth. It includes naturalized citizens, lawful permanent residents,

refugees, people granted asylum, legal nonimmigrants, and people residing

in the country without authorization. This fact sheet uses the term

synonymously with "immigrant."

The fact sheet also uses the terms "authorized" and "unauthorized" to

describe immigrants. "Authorized immigrants" are foreign-born people who

are residing in the United States legally, including naturalized citizens,

lawful permanent residents, refugees, people granted asylum, and

nonimmigrants admitted for a temporary stay. Members of this population

also are commonly referred to as "legal Immigrants" or "legal aliens."

"Unauthorized immigrants" are foreign-born people residing in the

United States without the permission of the federal government, including

people who entered the United States illegally (without inspection or by

using false documents) and people who entered the United States on a

valid visa, but stayed past their authorized period of stay. Members of this

population also are commonly referred to as "illegal immigrants," "illegal

aliens," "undocumented Immigrants." or "undocumented aliens."

"Illegal immigrants" is a widely used term, but it implies illegal entry. In

fact, as just noted, some in this group entered legally and then failed to

satisfy the terms of their visa. The fact sheet uses "unauthorized

immigrant" because of its common use by the U.S. Department of

Homeland Security's Office of Immigration Statistics and other

governmental entities.

gible for many federal public benefits, in-

cluding Medicaid, Supplemental Secunt\-

Income iSSIi, Food Stamps, Temporan-

Assistance for Needy Families i^^ork

First), and the State Children's Health In-

surance Program iHealth Choice).^- How-

ever, these groups are eligible for limited

federal public benefits, including school

lunches, Medicaid m certain emergency'

situations (Emergency Medicaid), and

cenain services provided by local North

Carolina health departments."

Figure 2. Hispanics in North Carolina

by Legal Status. 2004
Table 1. The Nine North Carolina Counties with the Largest Public School

Hispanic Enrollment. 2004

Unauthorized immigrants

U.S. citizens by birth

Authorized immigrants

Source: John D. Kasarda and James H.

Johnson Jr., The Economic Impact of the

Hispanic Population on the State of North

Carolina (Chapel Hill. NC: Frank Hawkins

Kenan Institute of Pnvate Enterprise. University

of North Carolina at Chapel Hill. 2006).

County

No. of Hispanic

Students

Percentage

of Statewide

Total of Hispanic

Students

Percentage

of Total

County Enrollment

Mecklenburg 12.360 12.2 10.4

Wake

Forsyth

9,388 9.3 8.2

5,976 5.9 12.4

Guilford

Durham

4,050

3.602

4.0 6.0

3.6 11.7

Cumberland 3,197 3.2 6.1

Johnston 3.079 3.0 11.8

Alamance 2,731 2.7 12.6

Union 2.589 2.6 9.0

Source: State Board of Education and North Carolina Department of Public Instruction, North

Carolina Public Schools Statistical Profile. 2005 (Raleigh. NC: State Board of Education and North

Carolina Department of Public Instruction. 2005). wvAv.ncpublicschools.org/docs/fbs/resources/

data/statisticalprofile/2005profile.pdf.
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No data are avail-

able on all the costs of

public benefits for

immigrants in North

Carolina, but data are

available on the costs

of Medicaid. Accord-

ing to the North Caro-

lina Department of

Health and Human Services, the cost

of Medicaid in fiscal year 2006 for

qualibi'ing authorized immigrants was

$3.4 million. In the same year, the cost

of Emergency Medicaid in North Caro-

lina for both unauthorized immigrants

and nonqualif)'ing authorized immigrants

was $57.7 million.'- According to a

2007 snidy, the majorits' of Emergency

Medicaid services in North Carolina

from 2001 to 2004 were for childbirth

and pregnancy complications." In fiscal

year 2006, the combined costs of Medi-

caid and Emergency Medicaid for immi-

grants in North Carolina were less than

1 percent of the total North Carolina

Medicaid program costs of $8.5 billion.

In fiscal year 2009, the majority of

costs associated with the Medicaid pro-

gram are being covered by the federal

government (64.60 percent). i'' The re-

maining costs are covered by the state

More than half of the State's

Hispanic students are concen-

trated in twenty counties, nine

of them largely metropolitan,

four of them with specialty

industries that attract Hispanics.

(32.74 percent) and

counties (2.66 per-

cent).'" Under newly

enacted legislation,

county contributions

are to be phased out

completely by fiscal

year 2010, to be as-

sumed bv the state. ^^

How many immigrants attend

public schools? What are the

associated costs?

All children, including unauthorized

immigrants, are entitled to attend K-12

public schools under the Equal Protection

Clause of the Fourteenth Amendment.'"

No data are available on the number of

immigrant children who attend K-12

public schools because the North Caro-

lina Department of Public Instruction

(DPI) does not track the immigration

status of students. According to the DPI,

statewide, more than 150 languages are

spoken by public school students, and 5

percent of the student population is

"limited English proficient.""*

The DPI does track student popula-

tions by race (see Figure 3). In 2006,

of 1.4 million public school students,

9.3 percent were Hispanic.''' According

to the DPI, the Hispanic student popula-

tion has increased more than any other

group over the last ten years. In 2004,

more than half of the state's Hispanic

students were concentrated in twenty

counties, according to the Kenan Insti-

tute study. -'^ The counties with the largest

absolute numbers of Hispanic students

were largely metropolitan (see Table 1).

The other counties included non-

metropolitan jurisdictions where speci-

alt)' industries were magnets for Hispanic

population growth. In four of these

counties, Hispanic students accounted

for about 20 percent of the total county

enrollment in 2004 (see Table 2).

The Kenan Institute study estimated

that in 2004 the state costs of K-12

education for Hispanic students (who

then composed 7.5 percent of the total

smdent population) were about $467 mil-

lion, of total costs of $6.2 billion. The

study noted that the large majorit\' of

Hispanic schoolchildren were U.S. citizens,

even if their parents were not.

In 2006, Asian students made up

2.2 percent of the student population.-'

The largest enrollments of Asian stu-

dents occurred in Wake, Mecklenburg,

Guilford, Orange, Burke, and Catawba
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counties (in descending order of size of

enrollment). Applying the methodology

used in the Kenan Institute study, state

K-12 costs in 2004 were an estimated

$126 million for Asian students (who

then composed 2. 1 percent of the

student population).

What kind of impact do

immigrants liave on the economy?

The majority of economists claim that

the net effects of immigration are

positive.-- These economists argue that

immigrant labor is vital to the U.S. econ-

omy and that it raises the productivity

of U.S. companies and lowers the costs

of goods and services to consumers.

They also argue that immigrants create

new jobs in the United States through

start-up of new businesses and through

their demand for goods and services.

A 2007 White House economic re-

port also concluded that the net effects

of immigration are positive. It found

that immigrants increase the size of the

total labor force, complement the

U.S.-born workforce, and stimulate

capital investment by adding workers to

the labor pool, thereby increasing the

Figure 3. North Carolina Public

School Population by Race, 2006

1.4% 2.2%

White

Black

Hispanic

--• Asian

American Indian

Source: State Board of Education and

North Carolina Department of Public

Instruction, North Carolina Public Schools

Statistical Profile. 2007 (Raleigh. NC: State

Board of Education and North Carolina

Department of Public Instruction, 2007),

www.ncpubllcschools.org/docs/fbs/resources/

data/statistical profile/2007profile.pdf.

Table 2. The Four North Carolina Counties with the Highest Proportion of

Hispanic Students in Public Schools, 2004

County

No. of Hispanic

students

Percentage

of Statewide

Total of Hispanic

Students

Percentage

of Total

County Enrollment

Duplin 2,061 2.0 23.2

Montgomery 943 0.9 20.8

Lee 1,873 1.8 20.5

Sampson 1,593 1.6 19.2

Source: State Board of Education and North Carolina Department of Public Instruction, North

Carolina Public Schools Statistical Profile. 2005 (Raleigh. NC: State Board of Education and North

Carolina Department of Public Instruction, 2005), www.ncpublicschools.org/docs/fbs/resources/

data/statisticalprofile/2005profile,pdf.

U.S. gross domestic product by roughly

$37 billion each year.-'

Opponents of this view argue that

unauthorized immigrants produce a

negative effect on the economy because

they may receive more in services than

they pay in taxes and because they de-

press wages for low-skilled workers.-^

No data are available on the specific

economic impact of immigrants generally

in North Carolina. The Kenan Institute

study assessed such data for Hispanic

residents. In 2004, Hispanic residents,

including U.S.-born citizens, authorized

immigrants, and unauthorized immi-

grants, contributed an estimated $756 mil-

lion in taxes while costing the state an

estimated $817 million for K-12 educa-

tion, medical care, and corrections, re-

sulting in a net cost to the state of about

$61 million.-^ The state and local costs

did not reflect the economic impact of

Hispanic consumer spending, which

had a total impact of $9.2 billion on the

state economy, according to the study.

The study found that this spending

helped generate 89,000 jobs.

Do unauthorized immigrants

affect employment outcomes

of U.S.-born workers?

Among economists, there is a debate

over whether immigrants take jobs from

U.S.-born workers and thus reduce

their earnings and employment levels.

-

George Borjas of Harvard University

found that immigration between 1980

and 2000 might have reduced the earnings

of U.S.-born workers by 3 to 4 percent.

with larger negative impacts among high

school dropouts, but smaller impacts

among all other education groups.-'

Borjas's estimates are at the high end

of those generated by labor economists.

Others, including David Card of the

University of California, Berkeley, have

found fairly negligible negative effects.-'

Using a different approach, Giovanni Peri

of the Universit}' of California, Davis, found

that immigration between 1990 and 2004

slightly increased the average wages of

all U.S.-born workers (by 1.8 percent)

and slightly reduced the wages of high

school dropouts (by 1.1 percent).-'

There is no consensus on this issue in

general, but there is some agreement

among labor economists that immigra-

tion may negatively affect U.S.-born

workers with less education, in particu-

lar high school dropouts, by a modest

amount. Estimates range from an 8 per-

cent wage reduction to no loss in wages

at all.^»

Immigrants in North Carolina, both

authorized and unauthorized, made up

roughly 9.1 percent of the overall work-

force in 2006 and considerably more in

certain economic sectors, including con-

struction, agriculture, leisure and

hospitality, manufacturing, and main-

tenance." No data are available gen-

erally on how immigrants in North Car-

olina affect the employment of U.S.-born

workers, but there are some data about

Hispanic residents. A 2001 North Car-

olina State University study indicated

that Hispanic immigrants in North

Carolina were concentrated in low-skill,

low-wage industries and that the domi-
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nant trend in these industries in the

1990s was that Hispanics had replaced,

not displaced, U.S.-born workers who
had moved on to better positions.^- The

more recent Kenan Institute study

suggested that Hispanics may have

depressed the wages of some U.S.-born

workers in 2004, especially in lower-

wage, labor-intensive sectors."
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Campaign to Name Local

Government Wing

Successfully Completed

On June 30, 2008, the campaign

to name the Local Go\ernmenr

W'mg at the School of Govern-

ment officially ended with more than

$808,000 donated or pledged by "2

counties, 308 municipalities, the North

Carolina Association of Count)- Com-
missioners (NCACC), the North Caro-

lina League of Municipalities (NCLM),

and a number of individuals.

The campaign was launched by the

NCACC and the NCLM during the

School's extensive building renovation

and expansion that ended in 2004. The

Local Government \X ing is a permanent

testament to the historic and significant

relationship between the School and local

governments in North Carolina. The

wing contains the rwo largest classrooms

in the building, as well as a sunny, r^vo-

stor}- enclosed atrium used as a gather-

ing place at class and meeting breaks.

Right, the Local Government Whig:

beloir, the atrium in the Local

Government Wmg.

Thanks to support from local govern-

ments, individuals, the North Carolina

General Assembly, and man\' others, the

Knapp-Sanders Building was expanded

during construction from 65,000 square

feet to 126,000. A variety of classroom

sizes and configurations and improved

audiovisual technology now allow

instructors much greater flexibility to

meet the learning needs of all course

participants. Visitors especially appreci-

ate the School bookstore and the 180-

space parking deck conveniently located

beside the building.

The School offers its deepest thanks

to North Carolina local governments,

the NCLiM, and the NCACC for helping

commemorate a uniquely beneficial

relationship of more than seventy-five

years with this naming. A special plaque

will be installed at the entrance to the

wing acknowledging the School's grat-

itude and celebrating the extraordinary

generosity of all those who contributed

to the success of the campaign.
—Faith Thompson,

assistant dean for development
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McLaughlin Joins

Scliool Faculty

Christopher B. McLaughlin joined

the School of Government fac-

ulty in August 2008 as an assis-

tant professor of public law and govern-

ment, specializing in the law of property

tax listing, assessment, and collection,

and in other local taxes such as privilege

hcense, occupancy, prepared food and

beverage, rental car excise, local ABC,

and motor vehicle license. Previously,

McLaughlin practiced law with Wilmer

Hale, in Boston, and Verrill Dana, in

Portland, Maine. Most recently, he served

as adjunct professor and assistant dean

for student affairs at Duke Law School.

McLaughlin is a magna cum laude grad-

uate of the Wharton School of Business

at the University of Pennsylvania, and

of Duke Law School, where he also was

elected to the Order of the Coif. He is a

member of the Maine, Massachusetts,

and North Carolina state bars.

McLaughlin takes over the area of

local taxes from Shea Denning, who has

been with the School of Government

since 2003 and whose areas of interest

have shifted to motor vehicle law, in-

cluding legal aspects of impaired driving

and driver's license revocations, and

alcoholic beverage control law.

School of Government

Publications Receive

Magnum Opus Awards

In
July 2008 the School of Govern-

ment was awarded a 2008 Gold

Magnum Opus Award for Best

Public Service Series for Incoi-poration

ofa North Carolina Town and an Hon-

orable Mention for Best Ail-Around

Government Pubhcation for Intro-

duction to Zoning. The Magnum Opus

Award competition, sponsored by

ContentWise in conjunction with the

Missouri School of Journalism, is the

publishing industry's leading custom-

publishing award.

Designed by Dan Soileau, Incorpor-

ation of a North Carolina Town (third

edition) was written by faculty members

David M. Lawrence, William Rand Kenan

Jr. Professor of Public Law and Govern-

ment, and Kara A. Millonzi, assistant

professor of public law and govern-

ment. Roberta Clark was lead editor.

Left to right:

Robby Poore,

Roberta Clark,

and Dan Soileau.

Not pictured:

Lucille Tidier.

Introduction to Zoning (third edi-

tion) was designed by Robby Poore and

written by facult)' member DavidW
Owens, Gladys Hall Coates Professor of

Public Law and Government. Lucille

Fidler was lead editor.

In selecting recipients of the Magnum
Opus Awards, judges evaluate submis-

sions in 201 categories on the basis of

editorial, design, and publishing stra-

tegies, and they issue prizes based on how
effectively entrants share their vision

with their clients.

For information about similar accom-

plishments by the School in 2007, see

"SOG Publications Earn Two National

Awards," Popular Government, Fall

2007, pages 24-25, available at ww\v.

sog.unc.edu/pubs/electronicversions/pg/

pgfal07/article3a.pdf.

^^^ TjO

INTRODUCTION TO ZONING
Third EdiClon, SOOT

David W. Owens

1 yNc„..„...,

David M. Lawrence

and

Kara A. Millonzi

Incorporation

ofa North Carolina

Town
Th^d Edition 2007
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In Memory of William I. Thornton

I am deeply sorry to report that

Bill Thornton, our good friend and

colleague, died on September 22,

2008. Bill had been with the School

in a volunteer role since 1997 as an

adjunct instructor of public law and

government.

He served for twenty years as the

Durham city attorney. That is how
many of us got to know and admire

him. He was an absolutely first-rate

lawyer, and he made a significant

contribution to the School by advising

on and teaching about issues of mu-

nicipal law and attorney ethics. We
will miss Bill greatly, and we extend

our deepest sympathy to his family.

—Michael R. Smith, dean,

School of Government

Reynolds Foundation

Supports Civic Education

The Z. Smith Reynolds Foundation

recently awarded funds to the

School's North Carolina Civic Ed-

ucation Consortium to support its gen-

eral operations and Small Grants program.

The foundation has been a long-time

supporter of the consortium's work. It

provided seed money to start the program

in 1998. Since that time, the foundation's

fundina has enabled the consortium to

An effort is under way to establish a

lasting tribute to Bill at the School by

permanently naming his office in his

memory. Gifts toward this memorial

may be settt to the SOG Foimdation
—Thornton, CB# 3330 Knapp-Sanders

Building, Chapel Hill, NC 27599-3330.

For credit card or pledge forms, e-mail

carter@sog.imc.edu.

create a database of civic resources,

available at www.civics.org; offer pro-

fessional development programs for

North Carolina educators, includmg a

recent training with author Tim Tyson

and gospel singer Mary D. Williams;

and create classroom resources on North

Carolina's executive, judicial, and legis-

lative branches of government. Through

its support of the consortium's Small

Grants program, the foundation has

helped encourage innovative, collabo-

rative civic education programs across

the state. Over the past nine years, the

The consortium funded

Students United for a Re-

sponsible Global Environ-

ment to sponsor the North

CarolinaYouth Climate

Advocacy Day Project,

ivhich involved 100 middle

and high school students

m a series of trainings on

climate change, citizenship,

and the legislative process.

The students applied ivhat

they learned by organizing

and participating in a

climate advocacy day

at the North Carolina

General Assembly.

Small Grants program has awarded

$537,000 to eighty-nine outstanding

youth civic engagement programs in

eighty-one of North Carolina's counties.

These programs have provided more than

245,000 children with opportunities to

learn how to be active, engaged citizens.

The foundation was established

in 1936 as a memorial to the youngest

son of the founder of R. J. Reynolds

Tobacco Company. It currently gives

special attention to several areas: com-

munity economic development; democ-

racy and civic engagement; the environ-

ment; precollegiate education; and so-

cial justice and equity. It is headquar-

tered in Winston-Salem.

— Kelley O'Brien, director, North

Carolina Civic Education Consortium

Parkland High School

Graduate Is Wicker

Scholar for 2008-2009

Tiffany Johnson, an entering first-

year student at UNC at Chapel

Hill and a 2008 graduate of

Parkland High School in Winston-

Salem, is this year's recipient of the Jake

Wicker Scholarship.

An energetic student, Johnson partici-

pated in her high school beta, German,

tennis, and art clubs and worked on the

newspaper and the yearbook. She vol-

unteered at the Forsyth animal shelter

and the Winston-Salem Ronald

McDonald House and provided exten-

sive tutoring to her peers in math sub-

Tiffjiiy jubnson
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Among the paintings in the original

series is "Meeting of Queen Elizabeth and

Walter Raleigh, " by Francis Vandeveer

Kiighler, commissioned in 1954.

jects ranging from algebra to calculus

and statistics. Johnson was a regional

winner of the New Jersey Poets Society

Annual Poetry Contest in 2008 and a

semifinalist in Poetry.com's Interna-

tional Open Poetry Contest. Johnson's

father is employed with the Forsyth

County Sheriff's Office.

The $1,000 Wicker scholarship is

awarded annually to an entering first-

year student at UNC at Chapel Hill with

a parent who has worked at the local

government level for five or more years.

The next application deadline is

April 1, 2009. For more information,

contact Torie Davis at 919.843.1619 or

torie_davis@unc.edu, or the UNC at

Chapel Hill Office of Scholarships and

Student Aid, RO. Box 1080. Chapel

Hill, NC 27514.

The scholarship was created by the

1990 Municipal and County Adminis-

tration class to honor the course direc-

tor, Warren Jake Wicker. Wicker was a

member of the School faculrv' for forty-

eight years.

Regional Council Update

and Recognition Luncheon

Held in Wilmington

The School of Government held a

Regional Council Update and

Recognition Luncheon at

beautiful Thalian Hall in Wilmington

on September 19, 2008. Public officials

from Wilmington and as far away as

Greenville enjoyed an opportunity to

network and to hear from featured

speakers Maurice Smith, president of

the Local Government Federal Credit

Union (LGFCU), and Michael R. Smith,

vice chancellor and dean of the School.

In a welcome surprise during his

remarks, Maurice Smith announced

that the LGFCU board had recently

voted to increase the LGFCU School

of Government scholarship program to

$50,000 annually beginning in 2009.

The scholarship program, which began

New Art Project Planned for School

In
1954 a benefactor of the Insti-

tute of Government commissioned

fourteen large oil paintings for its

then-new auditorium. The paintings

interpreted North Carolina's history

as a series of major events or themes

from the state's colonial beginnings

through the space exploration of 1957.

The School currently displays eight of

the original paintings in the Knapp-

Sanders Building.

School facult)-, staff, and clients

have expressed concern that the paint-

ings, while part of the School's history,

lack important recognition of the per-

spectives and the achievements of the

state's African-American and American

Indian residents. The School recenriy

assembled a committee of arts profes-

sionals and School faculty and staff

representatives to select one or more

artists to create new visual works of

art that will address the vacancies in

the collection's interpretation of state

history. These new works will be

permanently exhibited at the School.

As the project is currently defined,

up to four new works will be commis-

sioned depicting major figures and

events from North Carolina's African-

American and American Indian his-

tories and extending the historical

timeline of the collection. The first

work in the new series is expected to

be started in 2009. For more infor-

mation on the art project, contact

Ann Simpson at 919.966.9780 or

simpson@sog.unc.edu.
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in 2002, has provided tuition assistance

to hundreds of local government

officials attending courses offered by

the School.

Michael Smith discussed the strategic

planning process now under way at the

School. Local and state government

leaders, faculty, staff, and others across

the state have been helping the School

examine its educational priorities, in-

cluding how to identify- and address the

state's most pressing needs.

The School thanks the contributors

who helped make the luncheon possible:

the Cit)- of Wilmington, the Thahan Hall

Center for Performing Arts, the Barnhill

Maurice Smith, president of the Local

Govenmient Federal Credit Union,

speaks at the SOG regional council

luncheon in Wilmington.

Contracting Company, Ken Weeden

&: Associates, the Hilton Wilmington

Riverside, Bernita Demery, Breeden

Blackwell, and John H. Jackson.

The School is pleased to work with

four regional councils that provide

active regional fund-raising assistance;

promote School programs, projects, and

courses; and advise the School on better

serving the state's public officials.

5 For information on the School's re-

i gional councils, contact Faith Thompson

I at 919. 962. 84"^? or fmthompsdsog.

unc.edu.

MPA Program Welcomes New Class

In
August the School's Master of Public Administration Program welcomed

t\venr\'-nine new students to the two-year curriculum. The incoming class

is divided almost evenly between men and women and in-state and out-of-

state residents. It includes one Local Government Fellow, Lana Hygh, who is

the assistant to the cit)' manager in Cary, and four students who are pursuing

dual degrees, three in social work, and one in citv' and regional planning.

Thanks to many generous donors, eleven of the students received scholarships

ranging from $1,500 to S5,000. Altogether, fifr>--five students are enrolled in

the program for the 2008-9 academic year.

LG^rcu
LOCAL GOVERNMENT
FEDERAL CREDIT UNION

Need Help to Attend

an SOG Course?

LGFCU Scholarships

Are Available!

The Local Government Fed-

eral Credit Union (LGFCU)

offers a special scholarship

program to help nurture the career

development of its members who
are employed in local government

in North Carolina. Members who
plan to attend a class, a conference,

or a seminar at the School of Gov-

ernment may apply for scholar-

ships to cover the cost of tuition.

Awards are made three times

each year, or until funds are ex-

pended. Applications are accepted

throughout the year, with dead-

lines of April 1, August 1, and

December 1. For more information

and a copy of the application, call

1.800.344.4846, e-mail info®

Igfcu.org, or visit wrww.lgfcu.org/

applications.
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Off the Press

North Carolina Guide to Animal Control Law
2008 • $28.00*

Aimee N. Weill

This book summarizes and analyzes animal con-

trol laws that apply in North Carolina. It will be

of interest to animal control officers, health direc-

tors, shelter operators, city and count)' attorneys,

cit)' and county managers, and animal welfare

organizations. Chapters cover subjects such as

animal cruelty, rabies control, dangerous dogs,

and regulation of animal shelters. The book

revises, expands, and replaces previous editions

of Aniiihjl Control I.iiw for North Carolina

Local Governments, by Ben F. Loeb Jr.

Social Services in North Carolina

2008 • $25.00*

John L. Saxon

This book provides a general description of

social services agencies and programs in North

Carolina and the state and federal laws that

affect them. A resource for county social

services directors, state and county social

services employees, social services attorneys,

and county social services board members, the

book also may be useful to county

commissioners, county managers, and others

who want to gain a better understanding of

North Carolina's complex social services

system. This title completely revises, rewrites, updates, and supersedes

the fourth edition of A Guidebook to Social Services in North

Carolina, written by Mason P. Thomas jr. and Janet Mason in 1989.
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Housing, Exports, and North Carolina's Economy
Economics Bulletin no. 1, September 2008

Karl Smith

Questions about Tax Increment Financing in North Carolina

Community and Economic Development Bulletin no. 5,

August 2008

Joseph Blocher and Jonathan Q. Morgan
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Admmiitration of justice Bulletin no. 2008/04, July 2008
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North Carolina Juvenile Defender Manual
2008 • $60.00*

Lou A. Newman, Alyson Grine, and Eric ]. Zogry

This useful handbook provides relevant law

and practice pointers for attorneys representing

juveniles in delinquency proceedings, from

intake to disposition and beyond. The topics

include petition and summons, custody hearings,

probable cause and transfer hearings, dis-

covery, motions to suppress, plea negotiations,

adjudicatory hearings, dispositional hearings,

probation, commitment, appeals, and e.xpunction.

Leading Performance Management in Local Government
2008 • $59.00*

Edited by David N. Amnions

This book provides a brief overview of perfor-

mance measurement and delves into successful

performance management practices. It reports

impressive results of performance manage-

ment efforts by local governments of many
large U.S. cities, provides a step-by-step guide

for establishing a system designed to get results,

relates lessons learned in a North Carolina

benchmarking study, and stresses the impor-

tance of tying performance measures to the nuts and bolts of service

delivery systems. Further, it describes the growth of gainsharing as an

approach to rewarding employees for achieving results, the success of

Compstat (a statistical approach to performance management), success

factors in CitiStat (a promising data-tracking and management tool),

and key options for local governments wishing to adopt Citistat.

Packed with strategies and guidance from experts on leadership in

government, the book is a must read for every local government man-

ager and student of public administration who seeks solid guidance in

developing an effective performance management program. The book

is a completely new edition of the 1995 ICMA title. Accountability

for Performance: Measurement and Monitoring in Local Government,

also edited by David Amnions.
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