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Recent news illustrates the lengths to which

the United States has gone to reduce illicit

drug use, as well as some of the unintended

consequences of its policies. The New York

Times of January 31, 2001, reported on the latest

cocaine-eradication effort of the Colombian

Army, an effort supported by training and financ-

ing from the United States.' Over six weeks,

65,785 acres were sprayed with herbicides. This

was part of a multibillion-dollar program to cut

Colombia's coca crop in half by 2005, toward

which the United States had pledged $1.1 billion.

American officials said that the herbicide used,

glyphosate, could not harm humans or animals.

but the soldiers who sprayed it took showers to

cleanse themselves of it. The Times quoted a local

Colombian official (not connected with the mili-

tary) as saying that legal crops such as plantains,

corn, and yucca were being destroyed along with

coca. He said that the defoliation campaign had

prompted many farmers and their families to

leave their homes. There also were reports of

intoxication, diarrhea, vomiting, skin rashes, red

eyes, and headaches resulting from the spraying.

Among children there were particularly bad

effects on the skin. An accompanying photo-

graph (see opposite) showed children playing in a

defoliated field that had recently been sprayed.

T
his article addresses some basic ques-

tions about drugs, drug use, and pub-

lic policies concerning drug use:

• Why IS drug use considered

undesirable?

• What is the nature of drug depen-

dency and addiction?

• What harm does drug use cause?

• What are recent trends in preva-

lence of drug use?

• How does the prevalence of drug

use in the United States compare

with that in other industrialized

nations?

• What are the results of the criminal

justice system's "war on drugs" in

the United States?

• How effective is treatment of drug

dependency, and how does treat-

ment compare with other ways of

reducing drug use?

This article primarily concerns illicit

liriigs, substances that are illegal to man-

ufacture, possess, and distribute except

for certain medical uses. The use of legal

substances such as tobacco and alcohol

may be more destructive than the use of

illicit drugs, but that subject calls for a

separate article.

Five illicit drugs or drug types are of

primary interest here:

• Cannabis (chiefly marijuana and

hashish)

• Cocaine

• Amphetamines and amphetamine-

t)'pe stimulants

• Methamphetamines, such as ecstasy-

• Opiates, such as heroin

Most of the discussion deals with the

United States as a whole. North Carolina

data are provided where available.

Some definitions will be helpful. In

this article a person "dependent on drugs"

is one who has difficulty refraining from

drug use, and an "addict" is one who can-

not refrain without treatment. The sur-

\'eys cited in this article use certain medical

criteria and classify a person as depen-

dent if he or she has been so at any point

during the past year."' A "current" user as

defined in the surveys is one who has con-

sumed drugs during the month preceding

the survey. A current user may go on to

become dependent or addicted, may use

drugs only occasionally without becoming

dependent, or may stop using them.

To measure illicit drug use, research-

ers employ a variety of estimating tech-

niques. When the techniques are applied

in a consistent way over time, they

describe trends in drug use, and when
similar techniques are used in different

nations, they provide data for cross-

national comparisons.

One technique is a confidential sur-

vey in which researchers ask a represen-

tative sample of people about drug use.

There are two major national surveys of

drug use in the United States. One is the

National Household Survey of Drug

Abuse (NHSDA). Conducted by the

Substance Abuse and Mental Health

The author is a retired meniher of

the Institute of Goveriuneiit faculty

who specializes in correctional

law ami criminology'. Contact him

at clarke(iiogmail.log. unc.edu.
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Services Administration of the U.S. De-

partment of Health and Human Ser-

vices, the NHSDA deals with drug use

by people aged twelve or older. Until

recently the NHSDA provided only

nationwide data, but in 2000 it began to

publish use estimates for individual

states and regions of the country."' The

other survey is known as Monitoring the

Future.' Conducted by the National In-

stitute on Drug Abuse, it deals with high

school and other students. Its scope is

nationwide, and it does not provide esti-

mates for individual states. North Caro-

lina has its own survey, the High School

Youth Risk Behavior Survey, conducted

by the Department of Public Instruc-

tion.*' There also are international sur-

veys of drug use. The United Nations

conducts periodic cross-national studies,

in which participating nations rely on

similar surveys.

Another technique is to measure the

physical or medical indicators of drug

dependency. One can count people who
die because of a drug overdose, hospital

trauma patients who test positive for

drugs, and people arrested for crimes

whose urinalysis reveals drug use. Two
examples of this technique are the Arres-

tee Drug Abuse Monitoring Program

(ADAM) and the Drug Abuse Warning

Network (DAWN), administered by the

U.S. Department of Justice and the Sub-

stance Abuse and Mental Health Services

Administration, respectively. ADAM
personnel perform annual urinalyses on

people arrested for crime in thirty-five

metropolitan areas.' DAWN personnel

sample hospitals across the country to

obtain estimates of emergency depart-

ment visits in which medical staff believe

that drug use is the reason for the pa-

tient's presenting problem.- DAWN in-

cludes illicit drug use and also alcohol

use if combined with use of illicit drugs.

Data from both AD.\iM and DAWN
appb" to the nation as a whole but not to

individual states.

Why is drug use

considered undesirable?

There seem to be two answers to this

question: ( 1 ) drug use is immoral and (2)

it is harmful and unhealthy. The two

\'iews have led to quite different policies

on drusj use.

The "immoral" view is that drug ad-

dicts are "weak or bad people, unwilling

to lead moral lives and to control their

behavior and gratifications.'"' Conse-

quently the government needs to protect

addicts from themselves and from those

who prey on them. Addicts, according to

this way of thinking, should face the

threat of legal punishment for possession

of drugs, as should people who take

advantage of addicts" weakness by sell-

ing them drugs.

The "unhealthy" \ iew is that drug

use is harmful to the user as well as the

public. In this view, casual use of illicit

drugs subjects the user to the risks of

addiction, contamination from needles,

poisoning from drugs, and other health

hazards. Addiction affects the health and

the safety of the addict by making him or

her unable to carry on a productive life.

It harms the public by spreading diseases

and contributing to criminal behavior.

This view underlies efforts to prevent

drug use through public health educa-

tion and to treat those who l^ecome

dependent or addicted.

What is the nature of drug

dependency and addiction?

Drug Addiction

Drawing on recent advances in medical

science, Alan Leshner of the National

Institute on Drug Abuse describes addic-

tion as a "chronic, relapsing illness,

characterized by compulsive drug seek-

ing and use." Addiction is a disease of

the brain. When a person becomes an

addict, his or her brain becomes distinct-

ly different from that of a nonaddicted

person with regard to "metabolic activi-

ty, receptor availabilit}', gene e.xpression,

and responsiveness to environmental

cues." Some of these brain changes are

unique to specific types of drugs, but

others are common among many dif-

ferent drugs, suggesting that common
mechanisms underlie all addictions.'"

Addiction also is a psychological ill-

ness. The social conte.xt is critically

important. Even after a person has been

successfully treated, exposure to certain

conditions or events in his or her envi-

ronment can cause recurrent cravings for

r O r U I \R GO\"FKN'MENT SUMMER lOOI



drugs and relapses in drug use." Thus,

perhaps one goal of treatment should be

to change the addict's environment, even

it: only durmg the treatment period.

Experimentation versus Dependence

Available data indicate that a ma]ority oi

adults try illicit drugs at some point in

their lives but few become dependent on

drugs. For example, according to the

NHSDA for 1999, 53 percent of U.S.

residents 18-25 years of age, and 51 per-

cent of those 26-29 years of age, had

used an illicit drug at some point in their

lives. Considerably fewer were current

users (that is, had used a drug within a

month of the survey): 17.0 and 8.5 per-

cent, respectively. Fewer still were de-

pendent on illicit drugs: 4.7" and 1.8 per-

cent, respectively. '-

Among youth as well as adults, fre-

quent or heavy use is much less prevalent

than occasional use. For example, the

Monitoring the Future survey of high

school students in 1999 indicated that

37.8 percent of twelfth-graders had used

marijuana during the past year and 23.1

percent had used it durmg the past

month but only 6.0 percent were using it

daily.''

Although heavy use is rare, it ac-

counts for the bulk of illicit drug con-

sumption. This has implications for pub-

lic polic)', as explained in a later section

of this article.

Peaks and Declines in Use

Illicit drug use tends to begin in the late

teens and early twenties. For example,

according to the NHSDA for 1998, use

of marijuana began at an average age of

17, use of hallucinogens at 18, use of

cocaine at 21, use of heroin at 21, and

use of crack cocaine at 25.
'*

Current use of illicit drugs, which is a

statistical indicator of regular use, tends

to increase as \'outh reach their late teens

and to decrease as they get older. Ac-

cording to the NHSDA for 1999, current

use peaks in the 18-20 age range at nearly

21 percent and drops to below half that

level before age 30. Dependence on illicit

drugs, which is much less common than

current use, also peaks at about 6 per-

cent in the 18-20 age range and drops

off in the late 20s. '^

What harm does

drug use cause?

Drug use has harmful effects in two

areas of public concern: health, and vio-

lence and crime.

Effects on Health

Drug use is implicated in the transmis-

sion of deadly diseases. For example, the

U.S. Centers for Disease Control and

Prevention (CDCP) report that since the

AIDS epidemic began, 36 percent of

cases in the United States have involved

exposure through injection of drugs, and

in 1998, 31 percent of new cases in-

volved such exposure."' Users of nonin-

travenous drugs like crack cocaine also

contribute to the AIDS epidemic by trad-

ing sex for drugs or money or engaging

in risky sexual behavior in which they

might not engage when sober.

Drug use also leads to medical emer-

gencies—for example, overdoses or un-

expected reactions. Trends in drug-related

medical emergencies are discussed in a

later section of this article.

Effects on Violence and Crime

Drug use is well known to be associated

with criminal behavior. Following are a

few examples of studies correlating the

two phenomena:

• The Denver Youth Study found

that of 1,527 children 7-15 years

of age, commission of crimes and

delinquency were about twice as

high among those who had experi-

mented with illicit drugs or alcohol

as among those who had not.'"

• A National Institute of Justice study

indicated that among adults held in

detention on criminal charges in

1998 in thirty-five metropolitan

areas, two-thirds tested positive for

at least one illicit drug.'^

• The NHSDA for 1999 found that

among youth aged 12-17, theft was

correlated with drug use. Of those

who had not stolen or tried to steal

anything worth more than $50 in

the past year, only 6.2 percent were

current marijuana users. Of those

who had stolen one or two times,

28.6 percent were marijuana users;

POPULAR GCTVF RNMENT SUMMER



of those who had stolen three to

fi\'e times, 48." percent; and of

those who had stolen ten or more

times, 54.5 percent.'"

That drug use is correlated tilth crime

does not necessarily mean that drug use

causes crime. The relationship is com-

plex; each causes the other to some

extent. Re\'iewing the literature, Jan and

Marcia Chaiken conclude that

no single sequential or causal

relationship is note believed to

relate drug use to predatoiy crime.

. . . [Njo coherent general patterns

emerge associating drug use per se

with participation in predatory

crime, age at onset of participation

in crime, or persistence in com-

mitting criine.-'-

Research that traces the development

of children and youth shows that the

onset of drug abuse does not necessarily

precede the onset of delinquency. Rather,

the two are intertwined. The most fre-

quent sequence is minor delinquency,

alcohol use, commission of serious (in-

dex-'! crimes, marijuana use, and final!)-

use of multiple drugs. Drug abuse in-

creases the likelihood of delinquency. At

the same time, delinquency increases the

chance of drug abuse. Reviewing the

findings of longitudinal studies in Den-

ver, Pittsburgh, and Rochester, David

Huizinga and his coeditors conclude

that "over time substance use appears to

stimulate delinquency more than . . .

delinquency tends to stimulate substance

use."--

The mechanisms by which drug use

causes criminal behavior are complex.

In the case of violent crime (assaultive

offenses, including homicide, rape, rob-

bery, and nonfatal assault), Paul Gold-

stein's thinking is helpful.-' Goldstein

theorizes that drug abuse may have

three types of effects on violent crime:

(1) direct or psychopharmacological,

(2) economically compulsive, and (3)

systemic. These three types of effects are

not m.utually exclusive; more than one

may be involved in a single instance of

drug-related violence.

Regarding the direct or psychophar-

macological effect, using drugs may have

psychological or physical consequences

that cause a person to become excitable.

Binge drinking is far

more prevalent in the

United States and
North Carolina than

use of illicit drugs.

irrational, and violent. Also, drug use

may make the user more \'ulnerable to

crime victimization by causing him or

her to act more pro\ocatively or less

cautiousK' than he or she would normal-

ly act.

In his review of the literature,

Goldstein found that psychopharmaco-

logical violence is common, but most of

it is due to alcohol rather than to illicit

drugs. Common situations for such vio-

lence are domestic disputes, fights in

bars involving young men, and con-

frontations between prostitutes and

drunk customers. Alcohol use affects the

chance of becoming a victim of violence

as well as a perpetrator. Trauma patients

in urban areas frequently have used alco-

hol before their injury, especially when
firearms are invoKed. In a 1993 study

that Goldstein and others conducted in

Chicago, 4^ percent of violence victims

in hospital trauma units reported drink-

ing alcohol at the time of their injury.

This finding suggests that alcohol influ-

enced the victims to take greaf^r risks

than thev normalh would have. With

regard to illicit drugs, there was no evi-

dence that the victim's use at the time of

the injury contributed to the injury.

However, previous use of illicit drugs (in

the year before the injury) significantly

raised the chance of being victimized.

This finding suggests a systemic effect, in

the sense that a lifestyle of drug use

places the user at risk for violent injury,

rather than a psychopharmacological

effect.

The economic compulsive effect of

drug use occurs when a person engages

in economically oriented violent crime

like robbery to support his or her use of

expensive drugs. This sort of violence is

rare, according to research reviewed by

Goldstein. If drug users turn to crime to

support their drug use, they prefer non-

violent crime such as prostitution, theft,

or working in the illicit drug business.

The systemic effect of drug use on

\iolence arises from the fact that vio-

lence is intrinsic to illegal activities. Drug

users may fight among themselves over a

scarce supply of drugs. Drug dealers may

resort to \iolence when problems arise

—
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for example, to punish those who fail to

pay debts, to resolve disputes over terri-

tory with rival dealers, to enforce their

authority, or to eliminate informers.

Also, when children or youth engage in

drug abuse, they associate with other

youth or adults who may initiate them

into criminal behavior, including vio-

lence.

Goldstein's review of research indi-

cates that violence due to involvement in

drug activities is common and may influ-

ence patterns of homicide. As explained

in previous issues of this magazine, the

homicide rate in the United States

peaked in the mid-1970s, dropped some-

what, surged to a higher point in 1980,

decreased again, and then, beginning in

the late 1980s, climbed to a still higher

level in the early 1990s. -^ (For young

African-American males—a group with

a high risk of murder victimization—the

peaks in 1980 and the early 1990s were

especially pronounced.) Goldstein sees a

cyclical pattern in drug markets that

may help explain these fluctuations in

homicide rates. He believes that the

1980 peak may have been a result of the

market for powder cocaine, and the

1990s peak a result of the market for

crack cocaine.

Goldstein theorizes that when a new

drug is introduced and becomes popular,

with the number of users growing rapidly,

there is little violence among dealers

because they are busy trying to obtain suf-

ficient product to meet demand. But

when the number of new customers

begins to level off, dealers—who tend to

carry firearms—compete with one anoth-

er for market share. The result is violence,

which increases the homicide rate. Later,

suppliers, dealers, and consumers tend to

reach equilibrium in their dealings. Also,

communities suffering the most from

high drug use and drug markets begin to

reject the using and selling of drugs. Both

of these developments tend to bring down
the level of homicide.

Goldstein warns that what happened

twice with powder cocaine and then

with crack cocaine could happen again.

Although homicide has been decreasing

in the 1990s, it may increase again as

soon as the next drug craze comes along.

In summary, Goldstein finds little evi-

dence of the economic compulsive effect

of drug use on violence. He finds much

Table 1. Proportions of Current Illicit Drug Users Aged 12 and Older

Using Various Illicit Drugs, United States, 1999

Drug

Marijuana and hashish

Prescription drugs used nonmedically

Cocaine (any form)

Inhalants

Hallucinogens

Cocaine in crack form

Methamphetamine

Heroin

Current Users (%)

75.4

26.9

10.1

6.8

6.1

2.8

2.7

1.4

Source: United States Dep't of Health and Human Serv, Substance Abuse and Mental Health Serv. Admin.,

Office of Appued Studies, Summary of Findings from the 1 999 National Household Survey on Drug Abuse

tbi. G.5 (Washington, D.C.: USDHHS, 2000).

Note: The size of the sample was 14,820,000. Percentages add to more than 100 because a person

may use more than one drug.

evidence of the psychopharmacological

effect, but mostly from alcohol rather

than from illicit drugs. There also is con-

siderable evidence of the systemic effect

—violence engendered by involvement

in illegal drug dealings—which may
have a powerful influence on homicide

trends.

The primary effect of illicit drug use

on violence, Goldstein's analysis sug-

gests, stems from the legal prohibition of

drugs. Those who buy prohibited drugs

expose themselves to a dangerous under-

world, as do those who sell or otherwise

participate in the market. Legal prohibi-

tion also is partly responsible for eco-

nomic compulsion because it makes

drug prices higher, thereby creating more

incentive to steal or commit other nonvi-

olent crime to get money for drugs.

Thus most of the crime connected

with illicit drug use—both violent and

nonviolent crime—is not intrinsic to

drug use but a result of the legal prohibi-

tion of certain drugs, as well as severe

punishments. Those who support the

nation's current regime of drug laws and

sanctions must confront the evidence

that this regime contributes to homicide

and other serious violence.

What are recent trends in

prevalence of drug use?

Use in the General Population

The NHSDA estimates that in 1999,

14.8 million Americans—6.2 percent of

the population aged twelve or older

—

were current users of illicit drugs.-'' Fifty-

seven percent of these used only mari-

juana, 25 percent used only a drug other

than marijuana, and 18 percent used

marijuana plus some other drug.

Seventy-five percent used marijuana

and hashish, the usual forms of the drug

cannabis, making them by far the most

popular. Twenty-seven percent used pre-

scription drugs nonmedically (that is,

without a prescription or other legitimate

access). Ten percent used some form of

cocaine, while 3 percent used cocaine in

crack form. Seven percent used inhalants

such as glue, 6 percent hallucinogens

such as LSD (lysergic acid diethylamide),

3 percent methamphetamines, and 1 per-

cent heroin. (See Table 1.)

Comparing rates of drug use in 1999

for the United States and North Carolina

shows that North Carolina generally

had a slightly lower rate of use than

the nation as a whole, as well as a slight-

ly lower rate of drug dependence (see

Table 2, page 8). For youth aged 12-17,

however, current illicit drug use was

somewhat higher in North Carolina

than in the nation. This was due to

greater use of drugs other than mari-

juana; in that category North Carolina's

rate was 6.1 percent compared with the

nation's rate of 5.3 percent. This high

rate for youth put North Carolina in the

top fifth of all states in 1999, according

to the NHSDA.
In terms of absolute numbers of illicit

drug users living in North Carolina, the
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NHSDA estimates that the state had

392,000 current users in 1999. Of this

total, 315,000 used marijuana (possibly

in addition to other drugs), and 169,000

used an illicit drug other than marijuana.

Only about a fourth of the current users

(estimated at 92,000) were dependent

on some illicit drug under the medical

criteria used by XHSDA.
Regarding use of legal but dangerous

drugs. North Carolina had substantially

lower rates of "binge" drinking-" than

the country as a whole did, ranking in

the lowest fifth of the states in that

respect. On the other hand, the state had

very high rates of cigarette smoking for

both adults and youth aged 12-1", rank-

ing it in the highest fifth of the states.

Further, the number of binge drinkers

(those who had engaged in binge drink-

ing during the month preceding the sur-

vey) was an estimated 1,038,000—far

more than the number of current users

of illicit drugs. The number dependent

on alcohol or on an illicit drug was esti-

mated at 259,000. Thus in North Caro-

lina, alcohol use seems to affect many
more people than illicit drug use does.

Recent Trends in Illicit Drug Use

During the 1980s, according to NTiSDA
estimates, current use of illicit drugs in

the United States decreased substantially

(see Figure 1). From 19~9 to 1991, the

percentage of people aged twelve or

older who were current users of any r\pe

of illicit drug dropped by more than half,

from 14.1 to 6.6 percent.-' This down-
ward trend reflected decreased use of

marijuana (by far the most commonly
used illicit drugi, but use of other drugs

also declined. Current marijuana use

dropped from 13.2 to 5.1 percent and

consumption of cocaine from 1.6 to 1.0

percent. Looking at the data by age, one

sees sharp drops in current use for the

12-1^, 18-25, and 26-34 age groups.

Furthermore, each ethnic group (white,

black, and Hispanic! showed compara-

ble decreases.

After 1992 the downward trend halt-

ed (see Figure 1). From 1992 to 1999,

while current use of any illicit drug

stayed about the same in the population

as a whole (6 to ~ percent), use among
teenagers and young adults increased.

.\mong youth aged 12- 1~, current use of

anv illicit drug more than doubled from

Table 2. Rates of Drug Use, United States and North Carolina, 1999

Drug and Type of Use Age Group U.S. (%) N.C. (%)

Any illicit drug': Past month 12 and older 6.7 6.3

12-17 10,9 11.5

18-25 17.1 14.7

Marijuana: Past month 12 and older 5.1 5.0

12-17 7.7 7.3

18-25 14.8 13.8

Illicit drug other than marijuana: 12 and older 2.9 2.7

Past month 12-17 5.3 6.2

18-25 6.4 5.9

Dependence" on illicit drugs: 12 and older 1.6 1.5

Past year 12-17 3.3 3.2

18-25 4.7 3-5

"Binge" alcohol use (five or more 12 and older 20.2 16.6

drinks on same occasion at least once): 12-17 10.9 9.1

Past month 18-25 38.3 31.3

Cigarettes: Past month 12 and older 25.8 30.0

12-17 14.9 19.2

18-25 39.7 45.3

Source: (Jnited States Dep't of Health and Human Serv., Substance Abuse and Mental Health Serv. Admin.,

Office of Appued Studies, Summary of Findings from the 1 999 National Household Survey on Drug Abuse

tbis. G.5, G.6, G.7, G.8 (Washington, D.C.: USDHHS, 2000).

*The NHSDA includes the following illicit drugs: marijuana or hashish, cocaine (including both crack

and powder forms), inhalants such as glue, hallucinogens |such as PCP (phencyclidine) and LSD

(lysergic acid diethylamide)], heroin, and all prescription-type psychotherapeutic drugs if used

nonmedically

tThe NHSDA defines "dependence" on the basis of seven criteria: health, emotional problems,

attempts to cut down on use, tolerance, withdrawal, and other symptoms associated with drug use.

1992 to 199", going from 5.3 to 11.4

percent. Thereafter it dropped some-

what, reaching 9.0 percent in 1999. For

adults aged 18-25, use increased from

13.1 percent in 1992 to 18.8 percent in

1999. This trend is primarily due to mar-

ijuana use (for example, for youth aged

12-
1

~, current mari|uana use increased

from 3.6 percent in 1991 to 9.4 percent

in 19'-i~, then dropped tt) "0 percent in

19991. For cocaine use, there was no

clear trend for any age group. -^

Further evidence of a national in-

crease in youth drug insolvement is a

sharp rise in current illicit drug use

among high school seniors during the

1990s, as shown b\ the Monitoring the

Future survey. High school seniors' esti-

mated rate of current use of all illicit

drugs declined from 16.4 percent in 1991

to 14.4 percent in 1992, increased until

199". and then leveled off, reaching 24.9

percent in 2000. Most of the increase

durin? the 1990s was attributable to

marijuana consumption, which went

from 11.9 percent in 1992 to 23.1 per-

cent in 1999, then dropped slightly to

2 1 .6 percent in 2000. Cocaine use also

increased in the 1990s, from 1.3 percent

in 1992 to 2.6 percent in 1999, but

dropped to 2.1 percent in 2000. Heroin

use increased from 0.3 percent in 1992 to

0.7 percent in 2000.-"

In North Carolina the High School

^'outh Risk Behavior Survey showed that

current use for high school seniors was

about the same as nationwide use as

measured by the Monitoring the Future

surve\'. The rate of marijuana use in-

creased from 16.2 percent in 1993 to 23.2

percent in 1995 and 26.4 percent in 1997.

The rate of cocaine use, while slightly

higher than the national rate, did not

increase. It was 3.0, 3.3, and 2.9 percent,

respectively, for those years.'"

The 1999 NHSDA points out some

reasons why illicit drug use continues

among youth. Only about a third (37.2
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percent) of youngsters aged 12-17 per-

ceive a great risk in smolcing marijuana

once a month, and 56.5 percent say that

obtaining it is "fairly easy" or "very

easy." Forty-two percent report that

they have one or more friends who use

marijuana or hashish.^'

Even while attending school, youth

are exposed to illicit drugs. In the North

Carolina survey, among high school stu-

dents (in grades 9-12), the proportion

reporting that they had been offered, had

bought, or had received illegal drugs at

school during the past year was 28.9 per-

cent in 1993, 29.8 percent in 1995, and

31.8 percent m 1997." Nationally the

proportions have been about the same

—

30.2 percent in 1999, for example.''

Divergent Trends for Younger and

Older People

To summarize, in the U.S. population

as a whole, illicit drug use decreased

substantially in the 1980s. From 1992

to 2000, divergent trends emerged: illicit

drug use increased for young people but

declined among those 26-34 years of

age, while for people over 34, there was

hardly any change. The increase in the

1990s for 18- to 25-year-olds was consid-

erably less than the increase for high

school seniors, who presumably are about

18. This suggests that among \-oung adults

over age 18, there has been either a slow-

er increase or some decrease.

There is a plausible, if optimistic,

interpretation of the divergent trends.

Illicit drug use usually starts in the late

teens, as explained earlier, perhaps

because of the natural tendency of youth

to seek adventure and take risks. It

appears that, during the last decade,

while more youth have been taking risks

with drugs, fewer young experimenters

are becoming addicted or dependent as

they grow older. Some possible explana-

tions for discontinuing drug use are pub-

lic disapproval of drugs, prevention and

treatment programs, fear of prosecution

for drug offenses, and increased incar-

ceration of drug sellers, many of whom
also are drug users.

Medical Emergencies Related to

Drug Use

Drug use may result in a medical emer-

gency, and there is some indication that

such emergencies are increasing in the

Figure 1. Percentage Currently Using Any Illicit Drug, by Age Group,

1979, 1985, 1991-2000

999 2000

Age Group

O 12-17 —— 26-34 -- All (12 and older)

—^- 18-25 A 35 and older ^ High school seniors

Source NHSDA, 2000; Trends, 1919-1992; and Monitoring the Future Survey, 2000 (for complete

citations, see notes 3, 27, and 29 of the article).

United States. From 1991 through 1998,

according to DAWN, drug-related medi-

cal emergencies increased in relation to

the U.S. population.'"" The total number

of emergency department episodes'" per

100,000 population increased 28 per-

cent (from 175.8 to 225.4 episodes) over

the period. Most of that growth occur-

red between 1991 and 1994.

In 1998, DAWN estimated a total of

542,544 emergency department episodes

involving drug use, nationwide. Drug

overdose was the major cause, account-

ing for 45 percent. Other common rea-

sons were having an unexpected reaction

to a drug, seeking detoxification, and

suffering from effects of chronic drug use

or withdrawal.

In 1998 the drugs most often involved

in emergency episodes, according to

DAWN, were alcohol combined with

other drugs (34 percent of episodes);

cocaine (32 percent); heroin or morphine

(14 percent); and cannabis (14 percent).'''

Use of amphetamines and use of meth-

amphetamines each accounted for 2

percent (the data do not indicate how
often these drugs were used in combina-

tion).

While drug-related medical emergen-

cies generally increased from 1991 to

1998, the amount of increase varied

among types of drugs involved. The

DAWN data suggest that special concern

about amphetamines and cannabis may
be called for, because emergencies in-

volving them have been increasing so

rapidly. Episodes involving ampheta-

mines nearly quintupled, from 1.0 per

100,000 population in 1991 to 4.9 in

1998, and those involving cannabis

more than quadrupled, from 7.3 to 31.9.

Cocaine-related emergencies per capita

grew by 58 percent, heroin- and morphine-

related emergencies per capita by 102

percent, and emergencies per capita relat-

ed to alcohol in combination with other

drugs by 41 percent.

The recent increase in drug-related

medical emergencies may mean that

dependence or addiction is increasing,

even though generally among adults

illicit drug use has not been increasing.

But another possible explanation of

these data is that increasing numbers of

users are recognizing their drug prob-

lems and seeking help from hospitals. If

so, the trend would be a sign of progress

rather than an indication of a worsening

of the drug problem.

POPULAR G O V E R N M F N T SUMMER 1 O O T



How does the prevalence of

drug use in the United States

compare with that in other

industrialized nations?

compared wirh cit;Hteen other hii;lil\-

industrialized nations, tiie United States

has a high rate oi cannabis and cocaine

use but only moderate rates of other

ilhcit drug use (see Figures 2-5 and Table

3, pages 11-13). The data supporting this

statement, obtained from annual reports

of the United Nations International

Drug Control Programme, are based on

questionnaires submitted to each nation.

Most nations' responses derive from

survey data of the t\pe described in

the introduction to this article. Most of

the data are for people aged 15 and

older, with a few e.xceptions. One excep-

tion is the United States, whose data

include people aged 12 and oxer.

Including youth aged 12-14 probably

produces a lower use rate than excluding

them, because use is lower for young-

sters in that age range than for older

teenagers. Therefore the U.S. surve\ may

understate its use rates somewhat in

comparison with countries that dt) not

include people under 15 years of age.

From an international perspective, use

of both cannabis and cocaine in the

United States is high. The annual preva-

lence of cannabis use among the coun-

tries compared ranges from 0.05 percent

(Japan) to 17.9 percent (Australia) (see

Figure 2), with most countries in the

range of 1 to *' percent. The United

States, with 8.6 percent,"'' is close to the

top of this range; it is exceeded onl\

by the United Kingdom (9.0 percent) and

Australia.

The United States also has a high rate

of cocaine use (see Figure 3): its 1.7 per-

cent rate is at the top of the range.

Use of other illicit drugs in the United

States does not appear to be high. Regar-

ding amphetamines as well as metham-

phetamines such as ecstasy, the United

States' annual prevalence of l.I percent

is well below the midpoint of the range,

0. 1 to 6.0 percent, for the eighteen other

nations (see Figure 4, page 12). Regard-

ing the use of opiates such as heroin, the

United States, with 0.04 percent, is near

the center of the range—0.02 to 0.90

percent—for the eighteen other coun-

tries (see Figure 5, page 12).

What are the results of the
criminal justice system's "war
on drugs" in the United States?

History

Public policy toward drug use in the

United States has been, and remains, pri-

marily punitive. Legal regulation in the

early twentieth century quickh' turned

into criminalization.

Alfred Lindesmith, m his book Tlw

Addict and the Law,''' traces regulation

starting with the federal Harrison Act,'"

enacted in 1914. Ostensibly a revenue

measure, this act turned out to be puni-

tive in application. It led to increasing

criminalization of drug use by the feder-

al government as well as state govern-

ments.""'

The Harrison Act applied to opium,

coca leaves, and their derivatives. It re-

quired manufacturers and distributors of

these substances to register with the fed-

eral government, pay a nominal tax of $ I

per year, and keep records of drug trans-

actions. It made manufacturing, dis-

tributing, or possessing the substances

without registration a crime punishable

b\' no more than five years' imprison-

ment, but exempted possession of the

drugs if "prescribed in good faith" by a

physician. The act also made criminal the

distribution of these substances without

receiving a special government-issued

order form from the recipient (only regis-

tered people were allowed to obtain the

forms), as well as the use of the order

form to obtain drugs other than in con-

ducting "a lawful business in said drugs

or in the legitimate practice of his profes-

sion." The law did not require the order

form for distribution to a patient by a

physician "in the course of his profes-

sional practice only" and for distribution

by a dealer pursuant to a physician's pre-

scription. Furthermore, possession of the

regulated drugs was allowed if "pre-

scribed in good faith b\' a physician."

The Harrison Act did not attempt to

define either "legitimate practice" of the

medical profession or prescription of

drugs "in good faith" in the treatment of

addicts. Thus it appeared to leave the

door open to doctors' prescribing main-
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tenance doses of drugs to addicts as part

of treatment.

But courts and law enforcement agen-

cies, ratiier than the medical profession,

ultimateh" defined what medical use would

be allowed. The result was to reject the

idea that addiction is a disease, and to

criminalize addiction (that is, to make it

a crime), as well as prescription of drugs

to ease the addict's suffering while in

treatment. Law enforcement exploited

the weaknesses of addicts because of its

need for informers. To extract informa-

tion, addicts were repeatedly arrested

with periods of detention so that they

experienced withdrawal without recov-

ery or treatment. Meanwhile, important

drug traffickers were rarely caught.

Legislation continued the punitive

trend. As federal law became more severe,

the U.S. government created a Narcotics

Bureau to enforce it. The bureau advo-

cated a Uniform Narcotics Law, which

most states adopted. This law's penalties

have become harsher over time. In North

Carolina, drug offense penalties have

grown more severe since the 1980s. For

e.xample, possession of any amount of co-

caine or heroin is punishable as a felon)',

even if the user is an addict and possesses

the drug only for his or her own use.'"

Arrest and Incarceration

Drug use seems to be more criminalized

in the United States than in similar coun-

tries. The nation's incarceration rate is

high, and its rates of prosecution and

incarceration of drug offenders have

been increasing in recent years.

In the United States, the war on drugs

IS reflected in arrests and incarcerations

see Figure 6, page 14). From 1980 to

1998, arrests of adults for drug offenses

increased by 187 percent, from 471,200

to 1,353,300. Actually there were two

increases in this kind of arrest, one in the

late 1980s, which was followed by a

steep decline, and another from 1992 to

1998. In contrast, arrests of juveniles for

drug offenses were relatively stable at

about 100,000 per year until 1994. At

that point an increase began, reaching a

new level of a little more than 200,000

per year for the years 1995-98."'-

The United States' correctional sys-

tem also has become more and more

mvolved in drug criminalization as its

laws and policies have become increas-

Figure 2. Rates of Cannabis Use, 19 Industrialized Nations,

Mid and Late 1990s

20

5^^°* *V\<*\.-V^#V_,** *-' /../V>'->V.o-V*/V > ** - o-vv^-'"WW^-^*•V'
^^^

/^'- *
<<^
.^" r <r ^ <p'

Source: United Nations Office for Drug Control and Crime Prevention, Global Illicit Drug Trends 2000

(Vienna, Aus.: UNODCCP, 2001). Data provided to author by Dr. Adrian Moicean.

Figure 3 Rates of Cocaine Use, 19 Industrialized Nations,

Mid and Late 1990s
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Figure 4. Rates of Amphetamine Use, 19 Industrialized Nations,

Mid and Late 1990s
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Wore, The data include rates of use of amphetamine-type stimulants such as ecstasy

Figure 5. Rates of Opiate Use, 19 Industrialized Nations,

Mid and Late 1990s
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ingly severe toward crime in general.

Wiiiie the total U.S. prison population

has grown, the number of people incar-

cerated for drug offenses has grown

more rapidly (see Figure 7, page 14).

From 1980 to 1996, the total population

locked up for four r\-pes of offenses grew

from an index of 100 to an index of

350—in other words, it increased by

250 percent. Over the same period, the

number mcarcerated for \iolent offenses

increased more slowly (by 182 percent)

than the total, as did the number incarcer-

ated for property offenses (by 165 per-

cent). The number in prison for offenses

agamsc public order grew faster than the

total (by 467 percent). But by far the

greatest growth was in the drug offense

category, which increased by 1,132 per-

cent. The result of this disproportionate

growth was that, from 1980 to 1996,

drug offenders' share of the total popula-

tion in state prisons grew from 5 to 23

percent, while the share of violent and

property- offenders declined (see Figure 8,

page 16).'''

In North Carolina the criminal justice

system's response to drugs has followed

the national trend. From 1980 to 1998,

the number of people arrested for drug

crmies grew from 16,858 to 42,131, an

increase of 150 percent, according to the

State Bureau of Investigation. Mean-

while, from 1980 to 1999, imprisonment

of drug offenders increased. While the

state's prison population doubled, from

15,479 to 31,333, the number impris-

oned for drug crimes increased sixfold,

from 720 to 4,512. Drug offenders"

share of the total prison population

nearly tripled, from 5 percent in 1980 to

14 percent in 1999,^^

There appear to be no data that com-

pare international rates of incarceration

specifically for drug offenses. However, it

seems likeh' that the rate of incarceration

for drug offenses is quite high m the United

States because the country's overall rate

of incarceration (for all offenses) is so

high and is increasing so rapidly. In 1995

the United States had nearly 1.6 million

people in state and federal prisons and

jails serving sentences for crimes, or in lo-

cal jails, producing an incarceration rate

of 600 inmates per 100,000 residents. In

the same \-ear, according to Marc Mauer's

recent sur\-ey, incarceration rates of other

hiuhb industrialized nations—Canada,
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Table 3. Residents Using Illegal Drugs during Last Year, 19 Highly Industrialized Nations, Mid and Late 1990s

Cannabis

(Marijuana and
Hashisli) (%) Cocaine (%)

Amphetamine-
Type Stimulants,

Including Ecstasy (%) Opiates (%)

s.e'^ 1.7 1.1 0.4

7.4 0.7 0.2 0.2

9.0 1.0 4.1 0.5

8.5 1.0 1.0 0.5

7.9 0.7 0.7 0.3

7.6 1.7 1.9 0.4

5.2 0.7 1.4 0.2

5.0 0.5 2,3 0.2

4.7 0.2 0.3 0.3

4.6 0.6 0.5 0.5

4.1 0.6 1.3 0.2

4.0 0.3 1.2 0.3

3.8 0.3 0.4 0.1

3.7 0.6 0.1 0.9

3.0 0.5 0.9 0.2

2.5 0,2 0.2 0.05

1.0 0.2 0.3 0.1

17.9 1.4 6.0 0.8

0^05 n/a 0.3 0.02

Country

USA

Canada

United Kingdom

Switzerland

Ireland

Spam

Netherlands

Belgium

France

Italy

Germany

Denmark

Norway

Portugal

Austna

Finland

Sweden

Australia

Japan

Source: United Nations Office for Drug Control and Crime Prevention, Global Illicit Drug Trends 2000 (Vienna, Aus. UNODCCR 2001) Data provided to

author by Dr. Adrian Moicean.

Wofe.' The age range of people surveyed varies. Most nations' surveys cover people aged 1 5 and older The U.S. survey includes people aged 1 2 and older

with regard to cannabis, cocaine, and opiates; most others are limited to people aged 1 8 and older

'This figure is from United States Dep't of Health and Human Serv., Substance Abuse and Mental Health Serv Admin., Office of Applied Studies, Summary of

Findings from the 1998 National Household Survey on Drug Abuse 91, tbi. 28 (Washington, D.C. USDHHS, 1999). The U.N. publication reported 12,3 percent.

Spain, England and Wales, France, Ger-

many, Switzerland, the Netherlands, Nor-

way, and Japan—were much lower, rang-

ing from 37 to 115. By the end of 1999,

nearly 1.9 million persons were in U.S.

prisons and jails, and the incarceration

rate had reached 690,"*' reflecting both in-

creasing arrests and increasingly severe

legislation.

Source-Country Control

Source-country control, another federal

government policy, refers to trying to

reduce the production of drugs in other

countries. This policy, which is carried

out with the help of foreign military

forces and law enforcement agencies,

has significant social and environmental

consequences, as illustrated by the New
York Times report concerning cocaine

eradication in Colombia, discussed at

the beginning of this article.

Expenditure and Effectiveness

The commitment of U.S. drug policy to

punishment is evident in public expendi-

tures. According to research reviewed by

Robert MacCoun and Peter Renter, in

the mid-1990s, two-thirds of the federal

government's $16 bilhon expenditure on

drug use control went to supply-reduction

programs such as attempts to cut off

supplies from other countries, rather than

to demand-reduction programs such as

treatment or prevention. State and local

governments devoted 75 to 80 percent

of their $18 billion expenditures to polic-

ing, prosecution, and corrections.

This tough policy of increased prose-

cution and incarceration has not reduced

the supply of illicit drugs, according to

MacCoun and Renter. Although the pro-

bability that a seller of cocaine or heroin

will be incarcerated has increased sharply

since 1985, prices of these drugs have not

risen, nor has their availability declined.'*''

In recent years, support has grown

for a government policy of treating drug-

dependent people instead of, or perhaps

in addition to, locking them up for drug

offenses. California's Proposition 36,

approved by the voters in 2000, formal-

ly adopts a policy of treatment in lieu of

incarceration (see sidebar, page 15).

Racial Disparity in Drug Law
Enforcement

The United States' emphasis on punish-

ment for drug use affects minorities dis-

proportionately. Although racial dispar-

POPULAR GOVERNMENT SUMMER 13



Figure 6. Arrests of Adults and Juveniles for Drug Offenses,

United States, 1980-98

01

<

Source: United States Dep't of Justice, Federal Bureau of Investigation, Uniform Crime Reports

(Washington, DC: FBI, 1981-99),

Figure 7. Growth of Four Categories of Prisoners in State Prisons,

Relative to Number in 1980
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it^' is seen in prosecution of other crimes,

it is especially evident with regard to

drug crimes. This is another problem for

supporters of the nation's present drug

policy to address.

For all t)pes of criminal offenses in

1999, the national arrest rate was 7,459

per 100,000 black residents and 2,797

per 100,000 white residents. The black-

to-white ratio—the ratio of the black per

capita rate to the white per capita rate

—

was 2.7 to 1. For drug offenses the arrest

rate was 1 ,0 15 per 100,000 black residents

and 285 per 100,000 white residents, for

a black-to-white ratio of 3.6 to I.''" (See

Table 4, page 17.)

The data for North Carolina are simi-

lar. In 1998, according to the State Bureau

of Investigation, for all offenses the ar-

rest rate per 100,000 residents was 15,347

for blacks and 4,549 for whites, produc-

ing a black-to-white ratio of 3.4 to 1. For

drug offenses the arrest rate was 1,429

for blacks and 313 for whites, producing

a ratio of 4.6 to 1."''*

The higher arrest rate for blacks

might be understandable if blacks had a

much higher rate of illicit drug use than

whites and if one assumed that blacks

tended to buy drugs from black sellers.

But, according to the NHSDA, blacks'

use is very close to that of whites. In

1999, 7.7 percent of blacks were current

users of all types of illicit drugs, com-

pared with 6.6 percent of whites."'''

Incarceration for drug offenses in-

volves greater racial disparity than arrest.

In l'?9S in the nation as a whole, among
prisoners in state prisons serving a sen-

tence of more than a year, the incarcera-

tion rate for all types of offenses was

1,542 per 100,000 black residents and
1~1 per 100,000 white residents—a ratio

of 9.0 to 1. The black-to-white disparity

was twice as high for drug offenses: 392

per 100,000 for blacks and 21 per

100,000 for whites, a ratio of IS." to 1.

(See Table 4.
)«'

In North Carolina, among all prisoners

in state prison at the end of 1999 regard-

less of sentence length, there were 19,792

black inmates and 10,255 white inmates.

This works out to incarceration rates of

l,r4 per 100,000 for black residents

and 178 per 100,000 for white residents,

yielding a black-to-white ratio of 6.6 to

1. Among drug law offenders only, there

were 3,566 black inmates and 682 white
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California's Proposition 36

In November 2000, California's voters approved a ballot

initiative known as Proposition 36. Its stated purposes are as

follows:'

(a) To divert from incarceration into community-based

substance abuse treatment programs nonviolent

defendants, probationers and parolees charged with

simple drug possession or drug use offenses;

(b) To halt the wasteful expenditure of hundreds of mil-

lions of dollars each year on the incarceration—and

reincarceration—of nonviolent drug users who would

be better sen/ed by community-based treatment; and

(c) To enhance public safety by reducing drug-related

crime and preserving jails and prison cells for serious

and violent offenders, and to improve public health

by reducing drug abuse and drug dependence

through proven and effective drug treatment

strategies.

At the heart of the measure is a requirement that a person

convicted of a nonviolent drug-possession offense receive

probation with treatment rather than impnsonment. The

person must complete a licensed or certified treatment

program for drug dependency lasting no more than a year.

If the person is found not to be amenable to one program,

the court may substitute another program. If no form of

treatment proves suitable or if the person commits drug-

related probation violations (such as a new nonviolent drug-

possession offense), the court may revoke probation and

impnson the person. If a drug-related probation violation

occurs, the court also has the option of intensifying or

altering the treatment plan and continuing probation, unless

it finds that the person is either dangerous to public safety

or not amenable to any form of treatment. 2 If the person

successfully completes treatment, the court may dismiss the

charges.

Proposition 36 excludes any person convicted of sale,

possession for the purpose of sale, or manufacture of illicit

drugs. The measure also excludes the following people:

• A person who possesses methamphetamines, cocaine,

heroin, or certain other drugs while using a firearm

• A person who refuses drug treatment as a condition of

probation

• A person who has previously received two convictions

for nonviolent drug possession as well as two separate

courses of drug treatment under the measure, and

whom the court finds not to be amenable to any

available drug treatment (the court must sentence such

a person to at least thirty days in jail, apart from any

other provision of law)

Thus the measure provides a carrot as well as a stick. The

stick IS the minimum thirty-day impnsonment for a third

conviction after going through treatment for two previous

ones, plus the possibility of revocation of probation at all

times. The carrot is the possibility of dismissal of charges.

But the real incentive for the person is recovery from drug

dependency.

Proposition 36 provides funding for its treatment scheme.

It creates a Substance Abuse Treatment Trust Fund in the

State Treasury, appropriating $60 million to it for 2000-2001

and $120 million annually through 2005-6. The measure

also respects the role of local government. The state's Health

and Human Services Agency is to distribute these funds to

counties for treatment programs, as well as to the courts

and the probation department for their associated costs.

Local treatment programs must abide by local government

zoning ordinances and development agreements.

The legislature's fiscal analysis estimates that Proposition

36 will divert as many as 24,000 offenders from state

prison within several years after it goes into effect, saving

$200 million annually; plus as many as 12,000 offenders

from county jails, saving $40 million annually For more

information on Proposition 36, visit the League of Women
Voters' Internet site at http://www.smartvoter.org/2000/

11/07/ca/state/prop/36/.

Notes
1

,

Substance Abuse and Crime Prevention Act of 2000, 2000 Cal.

Legis. Serv. Prop, 36 (WESTLAW).

2. Probation also may be revoked for non-drug-related violations

sucli as committing a new crime or violating a non-drug-related

condition of probation.

inmates, producing an incarceration rate

i>f 211 per 100,000 for black residents

and 12 per 100,000 for white residents,

and a biack-to-white ratio of 17.6 to 1.''

Treatment Needs of Drug Law
Offenders

Part (it the rationale for drue, law en-

forcement in the United States is to catch

and pimish "drug pushers" and "drug

kingpins," who victimize other people

while enriching themselves. But many
drug lawbreakers, mcluding sellers, are

themselves dependent on drugs. This is

evident in urinalysis to detect recent

drug use, conducted in samples of people

arrested and held in detention up to

forty-eight hours in thirty-five metro-

politan areas across the country (none in

North C^arolina).'- In some cities of the

South, a majority of people arrested on

drug charges have tested positive for ille-

gal drugs of one kind or another.'''

Many people sentenced for crimes of

all kinds, and specifically for drug crimes,

are drug users. In a 1997 survey of state

prisoners incarcerated for all types of

crimes, 33 percent reported being under

the influence of illicit drugs at the time of

their offense, 37 percent being under the
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Figure 8. Composition of State Prison Population by Most
Serious Offense, 1980-96
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Source: United States Dep't of Justice, Bureau of Justice Statistics, Correctional Populations in the United

States, 1996, at 6, tbi. 1 1 3 (Washington, D-C-: USDOJ, 1997;^

Wofe; The data omit juvenile offenses and unspecified felonies.

influence ot alcohol, and 53 percent being

under the influence of both.'^ Of prison-

ers serving time for drug crimes, 42 per-

cent reported being under the influence

of illicit drugs at the time of their offense,

27 percent being under the influence of

alcohol, and 52 percent being under the

influence of both. In a survey of people

placed on probation for drug crimes in

1995, 32 percent reported drug use at the

time of the offense, 16 percent alcohol

use, and 38 percent use of both.'"

The widespread use of drugs by of-

fenders does not excuse their violation of

criminal laws. It does suggest a need for

treatment to prevent criminal recidivism

(a relapse into previous behavior) caused

by drug dependency. But many drug-

dependent offenders receive no treatment.

Christopher Mumola, in a survey of

state prisoners, found that among those

who said they had been influenced by

drugs or alcohol at the time of their

offense, only 17 percent had received

treatment (such as treatment in a resi-

dential facility, professional counseling,

detoxification, or a maintenance drug)

since admission to prison. Thirty-five

percent had participated in other pro-

grams such as self-help groups. A total

of 41 percent had been in treatment or

other programs or both since admission.

A majority had never received any treat-

ment for drug use either before or after

being in prison.""

As noted earlier, the lack of treatment

for convicted drug users has led Cali-

fornia to adopt a new policy requiring

treatment rather than imprisonment for

certain offenders.

How effective is treatment of

drug dependency, and how
does treatment compare
with other ways of reducing

drug use?

Prevention versus Treatment

Most readers will probably agree that it

is better to prevent illicit drug use, con-

centrating efforts on children and youth,

than to deal with it after it has occurred.

But there also seems to be a continued

need for treatment of those who have

become dependent on drugs. Whatever

the merits of prevention programs, they

have been unable to thwart an increase

in drug use among teenagers and young

adults in the last decade. This increase,

as explained earlier, may indicate only

youthful experimentation. In any event,

use by older adults seems to have re-

mained at the same le\el.

Effectiveness of Treatment

There has been much research on the

effectiveness of various forms of treat-

ment for drug dependency. The results

are promising, although questions about

them remain. Cocaine dependency pro-

vides an example. Several r\'pes of treat-

ment have shown a drop in cocaine use

during and after treatment. According to

a review by Robert Hubbard and others,

among cocaine users who managed to

stay in treatment for at least three months,

40 percent or more abstained from co-

caine for a year after treatment. The per-

centage who were heavy users (those who
used it once a week) dropped during treat-

ment, although It increased afterward.

The longer users stayed in treatment, the

more their drug use was reduced."'"

These results sound good—people

treated at least three months are able to

reduce their cocaine use, at least for a

while. However, many dependent users

do not enter treatment, and many who
enter drop out before they complete it.

Therefore those who complete three

months of treatment may be able to re-

duce their use without treatment.^'* One

cannot be sure because most evaluative

studies do not use a control group (that

is, an untreated group similar to the

treated group). Douglas Anglin and Yih-

Ing Hser make this point:

III the absence of a control group.

It IS difficult to determine whether

unanticipated bias occurred in se-

lecting the subjects for study, and

whether the resulting experimen-

tal group is sufficiently representa-

tive for generalizations to be made

about the outcome findings. Further-

more, without comparison groups,

behavioral changes during and af-

ter treatment that result from the

passage of time may wrongly be

attributed to program activities.^''

What makes treatment evaluation e\en

more difficult is that addiction is really a

"career," extending over years of varying

levels of use, abstinence, and treatment.

This calls for a research design that covers

several years before and after treatment,

as Anglin and Hser have pointed out.''''

Such research is difficult to carry out.

Despite concerns about research

methodology, treatment has shown con-

siderable promise. Leshner advises that
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Table 4. Black-to-White Ratio of Per Capita Arrests and Incarcerations, 1998-99

Blacks Whites Ratio of

Black White per 100,000 per 100,000 Black Rate to

Total Total Black Residents White Residents White Rate

Arrests

2,797U.S. 1999 Ail offenses 2,600,510 6,283,294 7,459 2.7 to 1

Drug offenses only 353,851 639,277 1,015 285 3.6 to 1

N.C. 1998 All offenses 255,581 258,560 15,347 4,549 3.4 to 1

Drug offenses only 23,797 17,807 1,429 313 4.6 to 1

Prisoners in State Prison*

380,400 1,542U.S. 1998 All offenses 531,100 171 9.0 to 1

Drug offenses only 134,800 46,300 392 21 18.7 to 1

N.C. 1998 All offenses 19,792 10,255 1,174 178 6.6 to 1

Drug offenses only 3,566 682 211 12 17.6 to 1

Estimated Resident Population

222,980,000U.S. 1998 34,427,000

U.S. 1999 34,862,000 224,611,000

N.C, 1998 1,665,368 5,683,891

N.C. 1999 1,686,143 5,759,680

Source. Arrest and incarceration data from United States Dep't of Justice, Federal Bureau of Investigation, Uniform Crime Reports, 1998, 1999, at tbi. 43

(Washington, D.C.: FBI, 1999, 2000); Allen J. Beck, Prisoners in 1999, at 9, tbI. 13 (Washington, D.C.: U.S. Dep't of Justice, Bureau of Justice Statistics,

2000). Estimated 1998 and 1999 population data from Census Bureau's Internet site, http://www.census.gov/ (last visited March 2001).

*Data for the United States include only prisoners sen/ing sentences of more than one year Data for North Carolina include all prisoners in state prisons.

treatment be expected not to cure addic-

tion but to 7nanage it. In most cases, he

says, addiction is a "chronic, relapsing

disorder" rather than an acute illness.

Total abstinence is rare.

Thus, addiction must be ap-

proached more like other chronic

illnesses—such as diabetes and

chronic hypertension—thari like

an acute illness, such as a bacterial

infection or a broken bone. . . . [A]

good treatment outcome, a?id the

most reasoriable expectation, is a

significant decrease in drug use

and long periods of abstinence,

with only occasional relapses.''^

Reduction of the Demand: Treatment

versus Other Means
Adult drug users, presumably, are the

main source of demand fueling the ille-

gal drug trade, supplying the profits that

keep the cartels in business despite the

risks. With the steady demand from the

affluent United States, economic law

guarantees that youth will have drugs

available to experiment with, and a few

of these youth inevitably will become the

next generation of dependent or addict-

ed adults. Treatment of dependent adults

may be essential to break this cycle.

As Peter Rydell and Susan Evering-

ham explain, to reduce demand for illicit

drugs, the best strategy may be to reduce

heavy use. Their analysis focuses on

cocaine. According to their calculations,

in 1990 heavy cocaine users constituted

about one-fifth of all users but account-

ed for about two-thirds of total cocaine

consumption. To reduce the demand for

cocaine, as they see it, the objective

should be to help hea\T users either quit

altogether or become light users. ''-

Treatment of heavy users can be cost-

effective, according to research reviewed

by Rydell and Everingham. They estimate

that, without treatment, 2 percent of hea\'y

cocaine users become nonusers each year

and another 4 percent become light users.

In other words, a total of 6 percent cease

being heavy users. With treatment, 13

percent more will cease being heavy

users—that is, 13 percent in addition to

the 6 percent who would cease in the

absence of treatment. Rydell and Evering-

ham's data indicate that, at the time of

their publication (1994), only about one-

third of heavy users received treatment.'^

Rydell and Everingham conclude that,

on average, "treatment programs are

about 80 percent effective at keeping

users off cocaine while they are actually

in the program" but the effect usually

does not last. After treatment is complet-

ed, there is much less of an effect (and, of

course, many participants leave treat-

ment before completing it). Eighty per-

cent of the reduction in consumption of

cocaine attributable to treatment occurs

while users are in treatment and only 20

percent after treatment.''"'

Even though its effects may not be

lasting, treatment does reduce cocaine use.

Involving more heavy users in treatment

and treating them for longer periods

both could have a substantial impact on

total demand for cocaine. Furthermore,

treatment is considerably more cost-

effective than other programs to reduce

cocaine consumption, according to Ry-

dell and Everingham. They compare four

types of programs: source-country con-

trol (measures such as eradication of

POPULAR GOVERNMENT SUMMER 2001 17



coca leaf and seizures of coca products in

Colombia, Peru, and Bolivia); interdic-

tion efforts (actions such as seizures by

the U.S. Customs Service, Coast Guard,

Army, and Immigration and Naturaliza-

tion Service); domestic law enforcement

efforts ( for example, seizures, arrests, and

imprisonment); and treatment of hea\-y

drug users. The last is by far the most

cost-effectn-e, according to their analysis.

Their estimates of the cost of a 1 percent

reduction in annual cocaine consumption

for four programs are as follows: source-

country control, S783 million; interdic-

tion, S366 million; law enforcement

efforts within the United States, S246

million; and treatment of heavy users in

the United States, S34 milhon.""

Summary and Conclusions

Half of the adults in the United States

experiment \\-ith illicit drugs at some

point in their lives, usually in their teens

or early twenties, hut most stop as they

get older. Drug use exposes the user to

the risk of addiction and other health

hazards. Addiction harms not only the ad-

dict bur the public, in a variety of ways.

Addiction to illicit drugs contributes to

crime, primarily to property crime, al-

though that relationship is largely due to

the criminalization of drug activit)".

From an international perspective, il-

licit drug use m the United States is a

mixed picture. The use of cocaine and

cannabis in the United States is high

compared with that m other highly in-

dustrialized nations. On the other hand,

this country's use of amphetamines is

relatively low, and its use of opiates is in

the middle of the range for these other

nations. North Carolina's rate of drug

use by teenagers is rather high, ranking

in the top fifth among states.

Some recent trends in illicit drug use

are troubling. One example is the in-

crease in drug-related medical emergen-

cies reported by hospitals, although per-

haps that means only that more users are

seeking help. Another example is that,

among teenagers and young adults in

their early twenties, use of illicit drugs of

all kinds (but primarily marijuana) in-

creased during the 1990s. Use among older

adults did not increase. The increase

among young people could be due to

one-time experimentation, but it also

could e\'entually result in an increase in

hea\y users if more experimenting users

become dependent.

Addiction to drugs may be regarded

either as immoral or as unhealthy and

harmful. In the history of drug policy in

the United States, the '"immoral" \-iew

has been dominant, leading to a more

punitive and military-oriented approach

than IS seen in other highly industrialized

nations. This approach has been particu-

larly evident in the last t\\'o decades as

the criminal justice system, in the war on

drugs, has increased sixfold the number

of people imprisoned for drug crimes

and as the government has pursued \'ari-

ous schemes to reduce foreign drug pro-

duction, such as helping Colombia's

army defoliate farmers' fields. Another

result of the war on drugs has been racial

disparity. For example, on a per capita

basis, almost five times as many blacks

as whites are arrested for drug offenses

in North Carolina, and nearly eighteen

times as many are incarcerated. Similar

ratios exist m the nation as a whole.

In 1965, Lindesmith concluded that

the punitive approach had not succeeded

in eliminating illicit drugs, and he ob-

ser\-ed,

[I]t is inconceivable that the illicit

traffic in narcotics ivoiild he wiped

out by police action unless some-

thing were done to eliminate or

greatly reduce the demand for illi-

cit drugs. The effective demand for

illicit narcotics obviously comes

from the addict. To reduce the de-

mand It IS necessars' to take the ad-

dict out of the market (a) by curing

htm of his craving, (b) by locking

him up in establish!7ients to ivhich

peddlers do not have access, or (c)

by providing him icith access to

legal drugs."''

Lindesmith believed that only ap-

proach ic) was "successful anywhere in

minimizing illicit operations.""' This is

true—in fact, it is a truism—because

legalizing means that access is no longer

an illicit operation. There is much to be

said for and against legalization of drugs,

but it is beyond the scope of this article. I

for one do not favor legalization. My
inclination is to concentrate on reducing

the harm caused by drug use as 'veil as

the harm caused by punitive policies.

Lindesmith also predicted, correctly,

that "if there is to be a new program in

this country in the near future, it will be

based on the first two of the above alter-

natives [curing the craving and locking

up users] and will reject the third [legal-

izing drugs].""- Since 1965, when these

words were published, the country has

aggressively locked up users and to a

much lesser extent has provided treat-

ment to cure the craving.

Treatment can help. The current view

of medical science is that addiction is a

chronic illness involving both physical

components (such as changes m the

brain) and psychological and social com-

ponents (such as sensitivin.- to certain

conditions or events in the addict's sur-

roundings that cause relapses). Research

findings suggest that treatment can help

to manage and alleviate drug depen-

dency, if not cure it.

Many who are dependent on or ad-

dicted to illicit drugs, probably a majori-

ty, do not get treatment. A substantial

percentage of people arrested and im-

prisoned for crime, especially for drug

offenses, are under the influence of drugs

at the time of the crime. Many of these

will leave prison in a short time or be

free on probation, yet the majority do

not receive treatment at any time in their

lives. As noted, California's voters re-

cently decided to remedy this situation

b\' mandating that drug-dependent of-

fenders receive treatment as the first

option, rather than incarceration.

\Iost readers would probably agree

that continued efforts are needed to edu-

cate youth about the dangers of experi-

menting with illicit drugs. Youth drug

use, particularly marijuana use, has in-

creased diuring the past decade, probably

because many teenagers don't think it

risky, find marijuana easy to get, and

have friends who use it.

While pursuing youth-focused pre-

\'ention, the country also might be wise

to concentrate on lessening drug con-

sumption among hea\w users. Heavy

users of cocaine, for example, constitute

a small proportion of all users but ac-

count for the bulk of total consumption.

Therefore, targeting them can have a sig-

nificant impact on the total demand for

the drug, even if treatment is only panly

effective. If the total demand can be

reduced, arguably the supply available in
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the United States will be lessened, mak-

ing the drug less available to young peo-

ple and preventing first use. Research

suggests that treatment of heavy users is

considerably more cost-effective than

other ways of reducing drug consump-

tion, such as law enforcement and source-

countr\- control.
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Helping Small Businesses

after Hurricane Floyd

Scott Daugherty

On September 15, 1999, Hurricane

Floyd struck the southeastern

coast of North Carolina, near Wil-

mington. It was the second of two hurri-

canes that hit the coast in near succession

that year. A month before, Hurricane

Dennis had saturated the coastal region's

rivers and streams. Floyd brought huge

additional amounts of rain—upwards of

20 inches in a number of counties.

The author is executive director of the

Small Business and Technology

Development Center. Contact him at

sdaugherty@sbtdc.org.

The result was enormous damage to

housing, crops, infrastructure, and busi-

ness. The damage to business and agri-

culture alone was estimated at $6 billion

(see Figure 1, page 22), most of it attri-

buted to heavy flooding.'

On September 16, at the request of

Governor Jim Hunt, President Bill Clinton

declared much of eastern North Carolina

a major disaster area. This area eventual-

ly included 66 of the state's 100 counties.

The Federal Emergency Management
Agency (FEMA) categorized the eco-

nomic impact of Floyd as severe in 12

counties, moderate in 14, and minor in

In Hitrricafte Floyd's aftermath,

flooding from the Tar Rwer
engulfs parts of doiimtoivn

Rocky Mount, North Carolina.

18, with negligible impact in the remain-

ing disaster counties (see Figure 2, page

23). The 44 counties most affected be-

came the focus of massive federal, state,

and local recovery efforts.

Small businesses in the region were

hardest hit. Of the approximately 96,000

businesses with employees in the region,

more than 60,000 employed fewer than

100 people. Of these, nearly 60 percent
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Figure 1. Hurricane Floyd-Related Losses

BUSINESS STRUCTURES

$1 billion

BUSINESS REVENUES

$4 billion

AGRICULTURAL LOSSES

$1 billion

Source: Regional Dev. Serv. et al., East Carolina Univ., A Socio-economic Hurricane Impact Analysis for

Coastal North Carolina: Hurricane Floyd (Greenville, N.C.: Regional Dev. Serv., ECU, Nov 12, 1999).

reported damage as a result of the hur-

ricane.

-

This article focuses on the disaster-

recovery assistance to business undertaken

by the state of North Carolina, the U.S.

Small Business Administration (SBA),

and the Small Business and Technology

Development Center (SBTDC), a business

development service of The Universit)' of

North Carolina system (see sidebar be-

low). This assistance began almost imme-

diately after the hurricane and is ongoing.

The article looks first at the role and

the importance of the small business

sector in eastern North Carolina and the

expected economic impact of Floyd. Next,

it reports the steps taken from Sep-

tember through December 1999 to aid

the business-recovery efforts. Then it de-

scribes a long-term initiative, begun in

Januar}- 2000 and continuing today. The

article closes with an assessment of the

state's disaster-recovery efforts and rec-

ommendations for future undertakings.

Small Business in

Eastern North Carolina

North Carolina is a small business state.

Of its 370,000-plus businesses, more

than 95 percent employ fewer than 100

people. These small firms account for

nearly one-half of the state's private-

sector employment and about one-half

of the state's gross product. More impor-

tant, firms employing fewer than 100

people have contributed about 75 per-

cent of the state's net employment

growth over the past decade.^

Eastern North Carolina's economy

has generally lagged behind the state's

economy, and the effects of Floyd are yet

another setback to it. The region has had

slower growth, higher unemployment,

lower per capita income, and a heavier

dependence on agriculture and tradition-

al industries than the state's metropoli-

tan areas. As is the case elsewhere in the

state, small businesses dominate the

economy of eastern North Carolina.

They account for much of the service

and retail sectors, about one-half of the

The Small Business

AND Technology
Development Center:

Reaching Out to

North Carolinians

"Supporting the SBTDC is the best use of

my state and federal tax dollars," says a

client of the Small Business and Techno-

logy Development Center (SBTDC), a

business development service of The

University of North Carolina system.

Most of the 70,000 past and present

SBTDC clients agree.

The SBTDC started in 1984 in a single,

small basement office at The University

of North Carolina General Administration

building in Chapel Hill. It now has more

than seventy full-time associates and 250

to 300 graduate students (in business,

law, and technology) in sixteen offices

across North Carolina. In addition to

assisting beleaguered companies after

disasters like Hurricane Floyd (the subject

of the main article), SBTDC employees

regularly provide in-depth management

counseling and educational services to

small and mid-sized businesses, to non-

profit organizations, and to communities

in all of North Carolina's 100 counties.

SBTDC Services

SBTDC services are based on annual

needs-assessment surveys and are stra-

tegically focused to meet clients' needs

while achieving the greatest impact. The

SBTDC focuses primarily on providing

management counseling, addressing

issues such as strategic positioning,

financing, marketing, human resources,

operations, business planning, and

feasibility assessment. It also provides

targeted, research-based educational

products on change management,

strategic performance, and leadership

development for business owners and

organization managers. Further, it

undertakes a broad range of applied

research projects on business and com-

munity needs, economic development,

and ways of improving the entrepre-

neurial environment.

The ultimate goal of SBTDC services is

to support the growth and development

of North Carolina's economy Acceding

to a third-party study of the SBTDC 's

economic impact, SBTDC clients

increased their sales by almost 30 per-

cent from 1 997 to 1 998, while the

average North Carolina business had only

a 7 percent increase. Also, SBTDC clients

experienced a 9 percent increase in the

number of full-time employees, while

North Carolina businesses in general

increased their employment by less than

1 percent. Further, long-term SBTDC

clients generated $199.8 million in new

sales, and they created 1,472 new jobs

through SBTDC counseling assistance.

SBTDC clients with existing businesses

and those starting new firms generated a

total of $12.9 million in additional tax

revenues: $9.98 million of this went to the

state of North Carolina, the remainder to

the federal government.^

The SBTDC targets established firms,

particulady high-growth companies

(businesses with more than a 1 50-

percent growth in sales or employment

over a four-year period), and serious

start-up businesses. On average, the

SBTDC assists more than 6,000 clients

annually in one-on-one counseling
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Figure 2. Hurricane Floyd's Impact

Level of Impact

Minor (18)

Moderate (14)

Severe (12)

Source: Economic DE^' Admin. (Atlanta Regional Office) for the Federal Emergency Management Agency,

Economic Impact Assessment for Hurricane Floyd in North Carolina § 2.2 (Atlanta; EDA, Jan. 2000).

manufacturing sector, and most of the

tourism sector.

The Economic Impact of

Floyd on Small Businesses

According to a Business Impact Survey

conducted by East Carolina University

and FEMA shortly after the hurricane,

nearly 75 percent of all businesses shut

down, at least temporarily, because of

the storm and the severe flooding that

followed. About 20,000 reported physi-

cal damage, and almost 45 percent

reported significant business disruption.

Small businesses suffered disproportion-

ately, with almost 80 percent sustaining

physical or business losses."* Survey data

show that fewer than one in six small

businesses carried insurance against

busmess interruption, and most did not

carry msurance against floods—the prin-

cipal cause of damage across the region.

More ominous for the future, the

Institute for Home Business and Safety

(an initiative of the insurance industry to

reduce deaths, injuries, property dam-

sessions and a like number of people

seeking small business information by

phone, in group counseling sessions, and

at SBTDC-sponsored seminars, work-

shops, and conferences.

In the study cited earlier, SBTDC clients

estimated that, had they paid for the

services they received from the SBTDC

(most of which are free), they would

have spent $23.8 million. According to

this study, SBTDC counseling was worth

an average of $17,778 to existing busi-

nesses and $1 5,024 to start-up ventures.^

The SBTDC 's client base is as diverse as

the state's economy. Following are three

stories of businesses assisted by the SBTDC.

Helping a Venerable

Family Business

A typical SBTDC client is Van's Hardware

in Greenville. Van's Hardware opened in

1953, and the original owner's son, Van

Everett, still owns it today with his wife,

Cynthia. For almost half a century, Van's

Hardware successfully weathered re-

cession, increased competition, and

changing neighborhood demographics.

But never did Van and Cynthia expect to

find five-and-a-half feet of muddy water

in their store.

The Tar River flooding that followed

Hurricane Floyd in September 1999

destroyed parts of Greenville and

virtually all of Van's Hardware (except

the mechanical pecan shellers that Van

and Cynthia reconditioned and still

operate today). "After the flooding,

Cynthia and I had to decide whether we
wanted to reopen or close the business

for good," Van says. "Closing seemed

like a better option because we just

didn't know where to turn for help

reopening the store."

After the waters subsided, and as Van

and Cynthia were trying to salvage

whatever they could from their business,

Cynthia heard from her banker at

Wachovia that the state was offering

help to small business owners who
needed assistance following the

flooding. "We were skeptical," admits

Cynthia, "but since it was a local office

over near the East Carolina University

campus, I decided to call."

Walt Fitts, the SBTDC's Greenville

office director until his retirement in June
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age, economic losses, and human suffer-

ing caused by natural disasters) has

found that, "of all businesses that close

down following a disaster, more than 43

percent never reopen, and an additional

29 percent close down permanently

within two years."" Because of their

more limited access to capital, small

businesses fmd it difficult to recover

from the short-term market disruptions

caused by disasters like Floyd.

The Federal Government's

Immediate Disaster Response

FEMA has the lead responsibilit)' for im-

mediate disaster response nationwide.

This response includes very earh' deploy-

ment of Disaster Assistance Teams from

the SBA to the area of impact. These

teams promptly begin the federal dam-

age assessment and disaster-loan process

for both businesses and homeowners.

Disaster loans for businesses (without

regard to size) are available for direct

physical losses and for economic m)ury

resulting from closures and lost business,

up to $1.5 million per business. Physical

loss loans are available only to the extent

of losses not covered by insurance, and

they may not place the business in a bet-

ter position than before the disaster. Eco-

nomic injury loans also are available to

the extent not covered by insurance; they

are intended to provide relief from lost

revenues in the aftermath of the disaster.

Both types of loans typically carry inter-

est at 4 percent and allow for repayment

terms of up to thirty years.

The FEMA/SBA business-disaster

response in North Carolina was quick

and impressive. Between the president's

declaration of eastern North Carolina as

a disaster area on September 16, 1999,

and the closure of the disaster-loan

application dates (February 29, 2000,

for physical loss and June 16, 2000, for

economic in)ury), the SBA deployed

approximately 350 staff to twenty-eight

field offices in eastern North Carolina.

As of February 2001, the SBA had pro-

cessed 6,203 applications for business-

disaster loans and had approved nearK-

$188 million in loans. This swift and

effective federal action is characteristic

of the remarkable response seen after

most major disasters across the country.

The State Government's

Immediate Response

What was unique about the response to

Floyd was the state's aggressive role in

reaching out to the business community

in eastern North Carolina. This resulted

from lessons learned during the recovery

from Hurricane Fran three years earlier.

Following Fran, Governor Hunt ap-

pointed a task force to assess the state's

recovery effort and to recommend areas

where improvements could be made. Key

among the task force's findings was that

the state had not done enough to assist

businesses in their recovery. In light of the

state's previous experiences, in the after-

math of Floyd, officials at the North

Carolina Department of Commerce
focused on ( 1 ) expanding outreach to the

business communit)" with information on

recovery assistance; (2) improving the

qualir\' of disaster-loan applications; and

Nearly six feet

of floodwater

invaded Van's

Hardware in

Greenville, North

Carolina. With

help from the

SBTDC, owners

Van and Cynthia

(right) Everett

rebuilt the store at

a new location.

2000, answered Cynthia's 6:30 p.m. call.

He responded to her questions and

scheduled an appointment with her and

Van the following Monday to give them

the help they needed. "Like many of our

local businesses, that flooding destroyed

Van and Cynthia's life's work," Walt

notes. "They had decisions to make."

After learning what Van and Cynthia

had lost and after advising them on what

issues they had to consider, Walt

assigned a team of graduate business

students from East Carolina University to

work with them as part of the statewide

Graduate Business Student Competition.

This competition, now in its fourteenth

year, gives student teams from twenty-six

eligible colleges and universities in North

Carolina an opportunity to work with

companies as small business consultants.

It is sponsored by the SBTDC, Wachovia

Bank, and RSM McGladrey

Student teams are assigned by the

SBTDC to a local small or medium-sized

business. They work with company

management as business consultants (for

an estimated 100-120 hours per team

member), identifying and analyzing
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(3) speeding access to financing. To help

meet these concerns, the SBTDC pro-

posed to assist the Department of Com-
merce by estabhshing and staffing five

Business Recovery Assistance Centers

(BRACs) at SBTDC offices in Ehzabeth

City, Fayetteville, Greenville, Rocky

Mount, and Wilmington. Through these

offices and its state headquarters in

Raleigh, the SBTDC would undertake an

aggressive outreach effort to businesses

in eastern North Carolina. It would pro-

vide information about the SBA disaster-

loan process, and it would make direct

counseling assistance available to busi-

nesses to help improve the quality of loan

applications. The latter assistance was

deemed vital in order to increase the SBA

disaster-loan approval rates, which his-

>

& Left: The proprietor of a boat store

^ in Kinston, North Carolina, tries to

^ salvage what he can. Below: Visible

J in the background is about one-third

I of the radio station that Batanga.com

z operates. The CD case in the fore-

5 ground offers a size comparison.

problems and making recommendations

for resolution of those problems. The

teams submit a written case report to a

panel of judges for review and evalua-

tion, then present their results in person.

Prize money totaling $6,000 is awarded.

For Van's Hardware, the students (who

won second place in the statewide

competition) rebuilt financial statements

lost in the flood. They then analyzed the

data (including demographics) to deter-

mine whether relocation or rebuilding

was more feasible. "And they gave us a

marketing strategy an advertising plan,

and some recommendations about how
we could better operate the store," Van

says. "So we decided to rebuild."

Van and Cynthia had no business plan

(they had operated successfully without

one for fifty years), so with Walt's help,

they immediately began to craft one. "I

like to say that Van and I went back to

school for five months under Walt's direc-

tion," laughs Cynthia, a former English

teacher, "because he taught us what

effective business people need to know."

Van and Cynthia also needed to apply

for disaster assistance through the U.S.

Small Business Administration (SBA).

"But the disaster-loan application was so

detailed, we would have been lost

without Walt's help," says Van. "Walt

was the consummate professional."

"Seventy percent of SBTDC-assisted

disaster-loan applicants received their

loans," notes Walt, "whereas the accep-

tance rate nationally is only 50 percent."

Cynthia gave Walt's business card to

many other business owners who had

suffered in the flooding. "Each one told

me afterwards how wonderful he was,"

she says.

Van's Hardware reopened temporarily

at its flooded site in March 2000, but

between then and October, Van and

Cynthia built a new store in a suburban

Greenville neighborhood. "Even since his

retirement, Walt still visits us when he's in

town," Cynthia comments. "What a

prince, a jewel, a gentleman."

Breaking into Internet

Broadcasting

Imagine a radio station that could double

as carry-on luggage: ten thousand songs

stored in an area the size of your compu-
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torically were about 50 percent in the

southeastern United States. The start

date for the BRACs was set for Monday,

September 27.

State officials also discussed ways to

advance limited funds to busmesses in

order to speed recovery efforts. The SBA
disaster-loan process typically has taken

nine to eleven weeks from the submis-

sion of the application (if complete) to

initial loan disbursements. To assist busi-

nesses in the interim, a $2 million state

fund was created for advances of up to

$10,000 to businesses that submitted ap-

plications to SBA for disaster loans. These

interest-free Business Advance Payment

(BAP) loans were to be made through the

BRACs and repaid from the proceeds of

SBA disaster loans once approved.

Extensive discussions between the De-

partment of Commerce and the SBA of-

fice in Atlanta followed over the next

several weeks to link the state's BAP
initiative to the SBA disaster-loan process.

The SBA agreed to conduct within

twenty-four hours a credit review of all

applicants for business-disaster loans who

were being considered for a BAP loan. If

the review was favorable, the state would

extend the BAP loan through Centura

Bank, and the SBA would assign a por-

tion of the initial SBA loan disbursement

to satisfy the state's advance payment.

Near-Term Results

Through most of this early period (Sep-

tember-December 1999), the BRACs op-

erated six days a week from 8:00 A.M. to

8:00 P.M. SBTDC headquarters personnel

staffed toll-free telephone counseling lines

on a similar schedule. Also, the SBTDC
called on staff from all its offices across

the state to support the BRACs. Rotating

staff schedules made it possible for nearly

fifty SBTDC professionals to participate.

This work was supplemented by a num-

ber of volunteers and several temporary

hires.

Extensive outreach efforts to eastern

North Carolina businesses began Septem-

ber 27 and continued through December.

Numerous press releases were distribut-

ed to all eastern North Carolina media

outlets through the Department of Com-
merce. Dozens of town hall informational

meetings were held for business owners.

These were typically arranged in cooper-

ation with city officials, chambers of com-

merce, community colleges, and mer-

chant associations. The SBTDC organized

"street walking" teams, which called on

all businesses in areas with a high con-

centration of damage, such as Golds-

boro, Kinston, Rocky Mount, Tarboro,

and Windsor. Also, in conjunction with

area community colleges, the SBTDC
arranged regular circuit-riding schedules

to provide information and business

counseling in twelve communities of the

main counties affected by the hurricane.

From late September through De-

cember, the BRACs provided counseling

to 635 businesses. They also processed

217 BAP loans, totaling $1.6 million,

and helped 215 firms apply or reapply

for SBA disaster loans.

The most notable impact of these early

efforts, as well as the efforts of the first

nine months of 2000, was the magnitude

of federal hurricane relief secured by

ter's central processing unit. This reality

exists as Batanga.com, an Internet broad-

casting company. Partners Troy McConnell,

Jochen Fisher, and Luis Brandwayn employ

seven people at their suite of offices in

Greensboro's historic Revolution Mill, a

former textile factory converted to a

small-business incubator

Batanga.com began in late 1999 with

one station streaming Latin music via the

Internet. "Eleven percent of the U.S.

population identifies itself as Hispanic,"

notes Troy "and by 2010, it'll be 15

percent. It represents the largest minority

segment under thirty-four years old in

the nation, and that's our target market."

Eighty percent of Batanga. corn's audience

is from the United States, so such ad-

vertisers as Wal-Mart, mp3.com, and

Verizon can reach that market segment

via Batanga.com.

Before the station began broadcasting,

SBTDC staffers helped Troy

McConnell (left), Jochen Fisher,

and Luis Brandwayn (not pictured)

find investors for Batanga.com, their

Internet broadcasting company.
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businesses in eastern North Carolina.

During tiiis period, SBA approval rates

for business-disaster loans in North Caro-

lina were at a remarkably high 65 per-

cent. The SBA attributes this result in large

part to the role of the BRACs in improv-

ing the quality of loan applications.*

Because of this higher loan-approval rate,

through September 2000, North Carolina

firms received $42 million more in SBA
loans than was projected.

The Long-Term State Response

In the immediate aftermath of Floyd,

state officials began a comprehensive

planning effort, putting together propos-

als to both the U.S. Congress and the

North Carolina General Assembly for

supplemental disaster-related funding to

support the recovery effort. This initia-

In Tarboro, two women contend

ivith more rain as they attempt to

dean up a gift and antique shop that

ivas flooded during the hurricane.

Troy, Jochen, and Luis already were pon-

dering the company's future. "Jochen

has the software knowledge, Luis has the

marketing experience, and I have an

e-commerce background and manage-

ment experience, but none of us know

about venture capital or angel funding

[risk capital provided by individual

investors]," observes Troy, "so I called the

SBTDC for help."

"Troy already had a business plan and

financial projections," says John Craichy

an SBTDC specialist in development and

commercialization of technology "but it

needed more focus and impact to wow
potential venture capitalists." John

helped Troy rewrite and reformat the

proposal. "Together we created a power-

ful product," notes Troy "John really

understood what investors are looking

for." Batanga.com then went online and,

within two months of start-up, had

1 5,000 listeners.

"It was time for us to refine and ex-

pand," says Troy "but we needed inves-

tors to do that." John suggested that

Troy practice presenting the plan to

venture capitalists through North Caro-

lina's Council for Entrepreneurial Develop-

ment (CED). The CED sponsors a program

that enables entrepreneurs to be men-

tored by and showcased to investors from

the angel and venture-capital communi-

ties. Two companies per quarter are

invited to present to North Carolina's at-

large entrepreneurial and investment

communities. Batanga.com became one

of those companies in spring 2000.

"After working with the CED program,

John and I felt we were ready to talk with

actual investors," relates Troy "And he

was with me at every turn." Troy first took

his plan to LatlnForce in New York City,

an angel investor in Spanish-language

Internet companies. "By the end of my
presentation, the principal angel had

agreed to fund us," says Troy He then

made proposals to Tristate Investment

Group, a North Carolina- based pool of

100 angels, with equal success. "We
now have sixteen radio stations—and

200,000 listeners," Troy states proudly

Before deciding into which of the

many Latin music genres Batanga.com

would expand, Troy and his partners re-

quired market research. Mark Hagenbuch,

back in the SBTDC's Greensboro office

after a post-hurricane business-counseling

stint in eastern North Carolina, began to

investigate the possibility of using one of

the many graduate student interns the

SBTDC engages annually "We take MBA
students who want exciting, real-world

business experiences and match them

with businesses who need their energy

and expertise," he explains.

Mark put Troy in touch with Brian Lux,

a Babcock Graduate School of Manage-

ment student at Wake Forest University

in Winston-Salem, and Brian began a

summer internship with Batanga.com in

May 2000. His task was to research

other Spanish-language broadcasters to

update the competitive-analysis section

of Batanga. corn's business plan. Brian

also targeted his market research to give

Troy Jochen, and Luis some idea about

professional partnerships they might

form with these other broadcasters.

"Our partnerships with other Internet-

based businesses are a direct result of

Brian's work," observes Troy

Batanga.com also had had major prob-

lems making headway with advertising
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Table 1. State-Funded Hurricane Relief Package

Housing

Public health

Agriculture/fishing

Small business

Schools

Federal match

General economic recovery

Total

$350.2

34.4

161-4

51.0

6.3

232.4

1.0

$836.7

Source: Interview with Gene Byrd, Director, Housing and Business Redevelopment, Hu
Redevelopment Center, in Raleigh (Mar 6, 2000).

million

million

million

million

million

million

million

million

Ticane

34.4 million

161-4 million

51.0 million

6-3 million

232.4 million

1-0 million

rive was carried out through the state's

Hurricane Redevelopment Center. In

mid-October 1999 a massive supple-

mental funding proposal was submitted

to Congress, under which the state

sought 52.2 billion in additional FEMA
and SBA loans and supplemental appro-

priations to replenish housing stocks

and redevelop infrastructure and tlood-

remediation-related projects. The Hurri-

cane Redevelopment Center also began

agencies. So, tying into the statewide

Graduate Business Student Competition,

Mark put together a team of students

from the Bryan School of Business and

Economics at The University of North

Carolina at Greensboro to help. In late

2000 the team created and distributed a

marketing survey, the responses to which

it will track and analyze.

The team's ultimate goal was to create

a media kit for Batanga.com. They had

accomplished this goal by March 2001

,

when Graduate Business Student Com-
petition teams from across North Carolina

presented their findings and results to a

panel of judges. "Jochen, Luis, and I are

tremendously excited about this project,"

says Troy "and we love the team's en-

thusiasm. This is just another of the many

valuable and effective services we've re-

ceived from the SBTDC."

Developing Specialized Markets

3TEX, in Gary, North Carolina, is a typical

client for another SBTDC service, specia-

lized market development. In this area,

the SBTDC helps growing companies

develop specialized markets in govern-

contingency planning for deployment of

state resources to offset any shortfalls in

federal suppon.

Over the next D.vo months. Governor

Hunt and other state leaders made
numerous visits to 'Washington, D.C., to

meet with congressional and executive

agency leaders. Because of the size of the

state's supplemental funding request and

the inclusion of a controversial tobacco-

farming relief element, congressional

ment procurement, international business

developmenfexporting, manne trades

services, and technology development

and commercialization. These services aid

the companies in expanding their markets

and increasing their competitiveness.

Dr. Mansour Mohamed, Burlington

Professor Emeritus at North Carolina

State University's College of Textiles,

started 3TEX in 1 996 to apply his newly

patented three-dimensional weaving

technology Mansour, who began his

textile career in Alexandria, Egypt, fifty-

one years ago, had an idea in the early

1990s, to develop a revolutionary

weaving process that would create

stronger, lighter fabrics. Although many

scoffed at his idea, Mansour persisted

—

and 3TEX's $8 million in sales for 2000

provide strong evidence of the popularity

of his creations. Just in the past year, the

company's workforce grew from five

employees to thirty, and the company

moved into a new Gary facility in 1 999.

3TEX first sought SBTDC technology

development and commercialization as-

sistance from John Craichy in the Raleigh

office. Brad Lienhart, 3TEX president and

action bogged down. Congress finally

reached a compromise in late November

1999, approving a supplemental relief

package of more than S2 billion.

The state's own supplemental funding

initiatives were deferred pending con-

gressional action. The governor, senior

advisers, and key legislative leaders

agreed that state action before a decision

by Congress would undermine the state's

request to Congress. Accordingly, the

governor did not convene a special ses-

sion of the General Assembly until De-

cember 16. The two-day special session

resulted in approval of a state supple-

mental Hurricane Relief Package of

S836 million (see Table 1 1.

The amount of state funds designated

for business-recoven" assistance was S51

million. Although modest in comparison

with other allocations, the amount was

deemed necessary to help with the pace

of business recovery and to address the

needs of businesses unable to obtain fed-

eral disaster loans from the SBA.

The state funds were to support two

business initiatives. One was a Recoverv

chief executive officer, had worked with

John in previous professional endeavors.

John engaged specialists in two other

SBTDC resources, marine trades services

and government procurement, to aid

3TEX.

Brad then met with Mike Bradley,

program director of the SBTDC's manne

trades services office in Beaufort. "Mike

was particularly helpful in guiding us

through the boat-building industry and

in evaluating opportunities," Brad notes.

"He introduced us to the players." Ma-

rine trades in North Carolina is an $18

billion industry and includes such areas as

boat building; pier, dock, and seawall

construction; and floating-structure

manufacturing. Mike and Brad attended

five statewide and regional trade shows

at which 3TEX demonstrated its wares.

3TEX next worked with the SBTDC's

Procurement Technical Assistance Center

(PTAG) to seek and secure government

contracts. Kay Etzler of the SBTDC's

Chapel Hiil office, a specialist in the fed-

eral government's Small Business Inno-

vation Research (SBIR) program, worked

with Jeff Leung, director of 3TEX's medical
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and Development Fund (READE) to pro-

vide state loans to hurricane-damaged

businesses that had applied but been

turned down for SBA disaster loans.

These loans were to be without interest

and without principal payments for

three years. Thereafter the loans would

convert to five-year term loans at 4 per-

cent interest (the SBA disaster-loan rate).

As a condition of these loans, borrowers

had to reapply to the SBA for a federal

disaster loan and, if successful, apply the

proceeds of the SBA loan to the state

READE loan.

The second initiative of the state's

business-recovery package was a fund to

provide interest rebates to businesses

that had successfully applied to SBA for

disaster loans. The rebate amount was

equal to the interest on the SBA loans

over the first three years of those loans.

Successful SBA loan applicants thus

would be treated consistently with those

who were not successful but had re-

ceived a READE loan instead.

The Department of Commerce was

charged with responsibility for carrying

out these business-recovery programs.

To do so, the department contracted

with the SBTDC to manage all support

for program marketing, community out-

reach, applications for interest rebate,

and applications for loans for both the

READE program and the SBA loan pro-

gram. The SBTDC also was to provide

ongoing management counseling and

education over a three-year period to

both READE and SBA loan recipients to

improve their chances for recovery and

longer-term survival. The department

engaged Centura Bank and First Union

National Bank to make READE loans

and provide interest-rebate checks on

behalf of the state.

The state's disaster-relief programs

were deferred until after the 1999 holi-

days and then further deferred pending

finalization of program details for hous-

ing assistance. As a consequence, not

until early February 2000 were these

efforts, including the business-related

initiatives, announced by the governor.

Immediately thereafter, the SBTDC
implemented both the READE loan pro-

gram and the interest-rebate program.

Marketing and outreach efforts included

multiple direct mailings to all SBA business-

products division, to identify potential

projects and then to review BTEX's appli-

cations for these projects. SBIR funds are

available to qualifying small and medium-

sized businesses that propose innovative

ideas meeting specific research and de-

velopment needs of the federal govern-

ment. "Kay's experience as a contract

evaluator for the U.S. government made

her an excellent reviewer for our govern-

ment contract proposals—format, require-

ments, protocol," observes Jeff . BTEXwon
SBIR research and development awards

valued at nearly $300,000 and now has

$1 million in government contracts.

"We're working with Tom Elam,

procurement counselor in the SBTDC 's

Raleigh office, to identify even more

opportunities," adds Brad. "And we're

anticipating even greater success as our

product line matures."

With its innovative lueaving technology,

3TEX produces a fabric called

3WEAVE"-' E-Glass, which has been

used for boat hulls and decks,

B automotive parts, and ballistic panels

I if and shields, among many possibilities.

Further information on the SBTDC can be

obtained from its Web site, www.
sbtdc.org, or by catling its headquarters

in Raleigh, 1-800-258-0862.

Notes

1

.

James J. Chrisman, Economic Impact of

Small Business Development Center Counseling

Activities in Nortln Carolina: 1997-1998

(unpublislned report, Univ of Calgary, Calgary,

Alta., Can., July 1 , 1 999). The taxes reported are

limited to sales and employment-related taxes; a

heavier portion of these typically is returned to

the state because the federal government does

not collect sales taxes.

2. Id.

.^
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disaster-loan applicants (both successful

and unsuccesstijl) and group intake ses-

sions for interest-rebate applicants in the

five communities \\ith the largest con-

centrations of SBA loan recipients. Ag-

gressive efforts also were made to pro-

vide counseling and loan-preparation

assistance to businesses that had been

unsuccessful m securing SBA disaster

financing.

Long-Term Results

From February to July 2000, the READE
program achieved substantial results.

The SBTDC contacted nearly 5,000

companies in eastern North Carolina.

More than 1,200 companies received

interest rebates; more than 250 received

direct loans; and several hundred were

assisted in preparing applications and

reapplications for SBA disaster loans.

The amount of direct state funding

disbursed for businesses was nearly S25

million by the close of the RE.ADE appli-

cation period (March 31, 2001 1, well be-

low the S51 million appropriated by the

state. Three factors contributed to this.

First, the funding estimates for the busi-

ness-recovery program were based on a

historical 50 percent SBA disaster-loan

approval rate at an average of 540,000

per loan. As noted, rates of approval on

SBA disaster loans actually approached

65 percent and resulted in an additional

S42 million in federal loans.

Second, the significant time dela)- in

securing supplemental federal and state

disaster funding caused numerous busi-

nesses either to find other means to sus-

tain their business operations, reduce the

scale of their businesses, or close down.

Third, a sizable number of businesses

in eastern Xorth Carolina did not use

the state programs, either because they

decided not to take on additional debt or

because they misunderstood or mistrust-

ed the programs.

The SBTDC has estimates only of the

number of eastern North Carolina busi-

nesses that failed to reopen or that per-

manently closed as a result of hurricane-

related damages. These range from 1,200

to 1,500 firms." A maior factor in the

closures has been the lack of available

credit—attributable in large part to the

ineligibility of businesses for disaster

financing (both physical loss and eco-

nomic injury I or the unwillingness of firms

to assume responsibility for new, long-

term debt. The timing of the availability

of supplemental state funding also con-

tributed to business closures.

As for the negative perceptions of

businesses about the financial assistance

available from state and federal sources,

two factors can be identified. The first is

the perceived "red tape" involved in se-

curing this aid. The SBA disaster-loan

process requires nearly two months to

complete and is seen as paperwork-

intensive. Second, because of the terms

and conditions attached to federal disas-

ter loans, many businesses approved for

loans decided to forgo them.

Conclusions and
Recommendations

Several conclusions and recommenda-

tions about business recovery efforts can

be drawn from North Carolina's experi-

ence after Floyd:

1

.

The state's response must be im-

mediate, and sizable enough to have an

impact on hurricane recovery/survi\al.

2. The state's response must be close-

ly coordinated with the federal effort.

Particularly important is a close collabo-

ration with the SBA Disaster Assistance

Area II Office in Atlanta.

3. Recovery efforts are best accom-

plished with strong state leadership

committed to using existing state

resources, such as the SBTDC, that serve

businesses. Other effective working

partnerships involve the North Carolina

Department of Commerce, the SBA,

and local banks.

4. An effective state recover.' effon

provides timely, accurate information

about the assistance available, direct

counseling support to improve the qual-

it}' of disaster-loan applications, and

management and technical support to

businesses for up to three years.

5. A state BAP loan program linked

to the SBA disaster-loan process can be

an effective early stimulator of business-

recovery efforts at minimal incremental

risk of loss to the state.

6. Timing is critical to successful busi-

ness recoverv efforts. Delavs such as

those experienced in securing supple-

mental federal aid and in developing

longer-term state responses (READE)

unquestionably had a negative impact

on business survival.

Z North Carolina's experience in

business disaster recovery should be

documented in a disaster handbook that

details the policies, the parameters, and

the procedures for an effective state

response.

8. The state's plan should have a

formal commitment in place for staff

support following natural disasters.

9. The state should commit limited

resources to prevention and mitigation

efforts targeted at businesses in disaster-

prone areas. An annual hurricane-

preparedness initiative should be

considered.

North Carolina has learned significant

and valuable lessons from its hurricane-

recovery experiences of 1996-97 (Fran)

and 1999-2000 (Floyd). The experience

of 1999-2000 may never need to be rep-

licated, but replicating it must always be

anticipated. As North Carolina has learned

firsthand, a good plan and immediate

state action, coupled with the spirit and

the energy of business owners, can speed

the economic recovers- of affected areas.

Notes

1. ECONONQC Dev. Ad.nilx. (Atl.\nt.a

Region.\l Ofhce) for the Feder.\l E.\ier-

gency \l\x.^gement agency, econo.viic

Imp.\ct Assess.ment for Hi.'rric.\xe Floyd

IN North Carolina ^ 1.1 (Atlanta: ED.-\,

Jan. 2000).

2. Regional Dev Serv ft .al., East

Carolina Untv., A Socio-econo.nuc Hltuu-

cane Impact Analysis for Coastal North
Carolina: Hlhrjc.ane Floyd (Greenville,

N.C.: Regional Dev. Ser\-., ECU, Nov. 12,

19991.

3. North C.arollna Snlall Bus. ant)

Tech. Dev. Center, Anntj.al State of Snlall

Blsintss (Raleigh: SBTDC, July 2000).

4. A Socio-economic Hurricane Lnlpact

An.alysis.

5. EcoNONUc Lmp.act Assessment j 5.1.1.

6. Telephone Interview with Mike Allen,

Regional Direaor, SBA Disaster Assistance

.\rea II Office, in Atlanta (May 23, 2000).

7. Estimates developed hy SBTDC and

X.C. Dep't of Commerce, Hurricane Redevel-

opment Center iNov. 19991.
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POPULAR GOVERNMENT

A Primer on Nonprofit Organizations

Gita Gulati-Partee oiiiflB

State and local governments are increasingly turning to

nonprofit organizations to help provide better services to

citizens. The nonprofit sector is growing, its capacities

are expanding, and its professionalism is increasing in ways

that could make it a valuable ally and partner to government.

Although governments and nonprofits share the purpose of

serving the public, they are structurally very different. The dif-

ferences affect how they carry out their day-to-day activities

and also how they do business together. Some government

agencies or officials may be skeptical of the value of nonprof-

its, perhaps because of a bad experience or simply a misunder-

standing of how nonprofits operate. Misconceptions not only

hinder a good working relationship but also prevent the two

sectors from benefiting from each other.

To strengthen relationships between governments and non-

profits, the Institute of Government at The University of North

Carolina at Chapel Hill and the North Carolina Center for

Nonprofits, as part of a joint project funded by the Jessie Ball

duPont Fund, have probed into the questions that each of the

two sectors is asking about the other. This article presents

some of the questions that government officials ask, and offers

some answers.' The intent of the article is to help those offi-

cials better understand how they can work with nonprofits to

stretch tax dollars and tap nonprofits' unique capacities to

benefit communities.

-

1. What is a nonprofit organization?

A nonprofit organization is a private corporation that works

for the public's benefit but is separate and independent from

government. Nonprofits are so entwined in communities that

it is easy to miss the impact they have on daily life. Consider

the organizations with which people come into regular

contact—churches, day-care centers, arts programs, human
services, youth centers, and the many groups that work to

improve the quality of life in communities. Many of these are

nonprofit organizations.

Nonprofits may earn revenues like private businesses or

government agencies, but they must use any funds in excess of

their operating expenses to further the public purposes stated

in their charters. Nonprofits may not distribute profits for pri-

vate gain by individuals. The boards of directors that govern

most nonprofits are composed of volunteers who oversee the

work of the nonprofits without compensation.

The author is program director, public policy, at the North Carolina

Center for Nonprofits. Contact her at ggulati-partee@ncnonprofits.org.

The
nonprofit

sector is

growing,

its capacities are

expanding, and

its professionalism

is increasing in

ways that could

make it a valuable

ally and partner to

government.

Since nonprofits are guided by

a specific mission, staff and volun-

teers focus their work on provid-

ing a public benefit related to that

mission. A nonprofit may serve

the entire community, or it may
serve a particular group, such as

children, older people, or victims

of crime. A nonprofit's work may
complement or supplement exist-

ing government services or may
provide services that government

does not offer. Governments may
choose to contract with nonprof-

its to provide community services

as a way of meeting their own
public responsibihties.

2. What does "501(c)(3)" mean?
The designation "501(c)(3)" identifies the sections of the Inter-

nal Revenue Code (IRC) for one type of nonprofit. The IRC
defines twenty-one categories of nonprofits. Each category

—

501(c) (1), (2), (3), and so on—contains specific restrictions

and regulations with which the organization must comply to

maintain its tax-exempt status. The largest and most common
category of nonprofits, and the only kind to which contribu-

tions are tax-deductible, is 501(c)(3).

Nonprofits that fall under Section 501(c)(3) include rehgious,

educational, charitable, scientific, and literary organizations, as

well as private foundations. For example, this section includes

organizations that monitor streams for pollution, provide literacy

training, run after-school care, deliver meals to older people

who are homebound, and advocate for low-income citizens.

Members of the Masons, country clubs, or professional as-

sociations are part of a different type of nonprofit, one that

falls under IRC Sections 501(c)(6) or (7). These sections speci-

fy restrictions and privileges unlike those of 501(c)(3). For

example, contributions to these organizations may not be

taken as charitable tax deductions, nor may membership dues.

Government is most likely to contract with 501(c)(3) non-

profits. These organizations are regulated closely by the In-

ternal Revenue Service (IRS) and must follow a long list of IRS

regulations, which include demonstrating accountability for

using their money for charitable or public purposes. The vast

majority of 501(c)(3) nonprofits work hard to maintain the

public trust, are careful stewards of scarce resources, and mon-
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itor their tax-exempt activities carefully.

Most of the following discussion applies

to 501(c)(3) nonprofit organizations.

3. Why are nonprofits tax exempt?

Generally, governments collect taxes to

redirect private funds toward public pur-

poses. Thus, for-profit businesses con-

tribute to societal needs by paying taxes.

(Many companies also make voluntary

charitable contributions.)

Nonprofits, however, are created to

serve the public. To encourage this work.

Congress and the state legislature have set

up a legal framework that trades tax

exemptions for a benefit to the public (for

a summary of the tax status of nonprof-

its, see sidebar on this page).

Nonprofits annually report details on

taxes paid, program activities, and other

financial and organizational data to the

IRS through federal tax return Form 990.

The Form 990 filed by each nonprofit is

available to the public, on request, as a

means of enhancing the accountability

and the transparency of nonprofits. (The

nonprofit may charge a reasonable fee to

cover copying costs. Many nonprofits'

Form 990s now are available on the Web
at www.guidestar.org.)

4. What roles do nonprofits play in a

community? Why do they matter?

The public often thinks of nonprofits as

serving needy people—and they do. But

thev do much more than that. They help

connect the community to arts and cul-

ture, assist in ensuring public safety, help

with economic development, and provide

mental health and other social services.

Consider the following roles that non-

profits play (also, see sidebar on this page):

Tax Status of Nonprofits

After filing IRS Form 1023 and receiving approval from the IRS, nonprofits are

exempt from federal income taxes on money earned from goods and services

directly related to their mission. States use a nonprofit's federal status in making

their own determination on exemption.

Nonprofits also may apply for the following:

• Refund of state sales and use taxes in North Carolina

• Exemption from property taxes (administered by counties)

Nonprofits do pay these taxes:

•Social Security

•Medicare

• Unrelated business income tax (on income unrelated to their tax-exempt

purpose)

• Some federal excise taxes (for example, import taxes)

•Gross receipts tax in North Carolina (charged, for example, on admission

fees to large events)

What Do North Carolinians Look to Nonprofits to Do?

1

.

Deliver services needed in the community

2. Provide avenues for citizens to get involved as volunteers

3. Serve as a testing ground for solutions to community problems

4. Develop public policy options for government to consider

5. Provide a voice for underrepresented citizens

6. Educate the public on issues facing society

7. Provide structures for citizen participation in a free society

8. Provide opportunities for religious worship

Source: North Carolina Center for Nonprofits.

• Delivering needed services in their communities— for

example, teaching English to new immigrants or serving

food to people who are poor

• Providing organized opportunities for religious worship

—

running churches, synagogues, temples, and so forth

• Educating the public about issues facing society—
organizing community forums, publishing newsletters

related to women's issues, and more
• Serving as a testing ground for solutions to community

problems— for example, developing a model recycling

program

• Conducting research— collecting and analyzing quantita-

tive and qualitative data on the effects of welfare-to-work

programs, for instance

• Developing public policy options for government to

consider— for example, organizing parents and teachers

to recommend educational standards and goals for the

public schools

• Offering avenues for volunteering, from answering

phones to delivering client services and serving on boards

of directors

• Providing a vo'ce for underrepresented citizens, like

people with disabilities

• Creating structures for citizen participation in a free

society, such as community advisory panels

The nonprofit sector is having a growing positive impact at

local, state, and national levels. As of October 2000, North

Carolina had 29,337 nonprofit organizations. Of these, 18,128

(62 percent) were 501(c)(3) organizations. Nationally the non-
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profit sector is expanding faster than either business or govern-

ment. The nonprofit sector also is a major employer. In 1996 it

employed 15.9 million people (10.2 million as paid employees

and a full-time equivalent of 5.7 million as volunteers). The

scale and the scope of the nonprofit sector mean that most citi-

zens are working with, for, or through a nonprofit at some

time during each week.

Like government agencies, nonprofits range in size, from

large institutions like Duke University or the Red Cross, to

small groups like local soup kitchens, shelters, literacy pro-

grams, and parent-teacher associations. Regardless of their

size, all are important to citizens at large and to the particular

people whom they serve.

Nonprofits' budgets also vary in size. Eighty percent of

501(c)(3) nonprofits have annual budgets under $100,000,

and two-thirds have annual budgets under $25,000.

Although their budgets may be limited, even small non-

profit organizations can have an impact on the community by

leveraging other resources—for e.xample, by effectively using

volunteers. Many nonprofits bring in additional federal and

state dollars, as well as private dollars from foundations and

corporations, to improve the communit}' and raise its visibilit}'.

5. How do nonprofits help build a sense of community?

Nonprofits can help build community in a way that govern-

ments or private businesses cannot. Since no person or entity

can gain financially from a nonprofit's activities, everyone col-

laborates for the public purpose that the group is organized to

serve. The small size of most nonprofits keeps the staff and vol-

unteers close to the people whom they serve in a way that may

be more difficult for a large government agency.

Additionally, volunteers become knowledgeable about the

mission and the clients that their nonprofit serves. For exam-

ple, a volunteer providing support to a hospice patient visits

with the patient and may learn not only about the patient's

needs but also about the illness, the medical procedures

involved, side effects, and medical technologies. This volunteer

can use that information to help the patient and the patient's

family; he or she also can take home the information to help

raise consciousness and educate friends. Those friends may be

sparked to contribute in their own way by volunteering, coun-

seling, contributing to health research efforts, or providing

financial support for local hospice care. Like a pebble in a

pond, volunteerism has a ripple effect, producing outcomes

that might be too expensive for the government or a business

to support directly.

6. Local governments cannot do everything. How do

nonprofits help address problems in the community?

Governments are generally responsible for the broad goal of

serving the public at large. Nonprofits usually serve particular

groups of citizens, so they can become specialists in that area

and stay close to the needs of their constituents. Local govern-

ments can capitalize on that expertise by seeking information

from nonprofits for program development or community

problem-solving.

Some of the most innovative public policies in this country

have developed from programs and research performed by

nonprofits. For example, in North Carolina the statewide early

childhood program known as Smart Start was modeled on a

nonprofit program in Greensboro called Uplift. As advocates

for their clients and programs, nonprofit practitioners can

offer experience, insight, and alternative solutions to problems

that the community faces.

Additionally, local government can contract with non-

profits for services that the government probably cannot deliv-

er as efficiently as nonprofits can.

Local government officials also can look to nonprofit lead-

ers as a source of current research or specialized knowledge.

Governments can take advantage of these special skills or

knowledge by having nonprofit organization members sit on

local government boards, such as those that deal with social

services, mental health, or health. Nonprofits can bring a voice

for, or a perspective on, the community that might not other-

wise be represented. They often are able to identif}' trends and

solutions quickly because of their close connections to their

client populations. Small nonprofits also are flexible and can

adjust quickly as the needs of the community change.

7. Who works for nonprofits? How are their staffs

compensated?

Man\- nonprofits do not have paid staff because of the small

budgets mentioned earlier. Other nonprofit organizations

operate with a very small professional staff and an active

group of volunteers. Big organizations may enjoy a large pro-

fessional staff and an even larger body of volunteers, depend-

ing on the nature of the organization's work. If a nonprofit can

use volunteers in an efficient and effective manner that

enhances its work, it can multiply the impact of each dollar.

Each nonprofit organization, regardless of size, is governed by

a volunteer board of directors.

Some nonprofits can deliver the bulk of their programs with

volunteers. But larger or multifaceted organizations usually

require paid professional staff. It is up to the board of directors

to set policies for the nonprofit, hire an executive director, and

determine salary schedules and benefits that are competitive.

Because of limited funds, employees of nonprofits often are

paid far less than people with comparable skills and education

in government or for-profit businesses. According to a 1997

study by the North Carolina Center for Nonprofits, among the

nonprofits included in the study, 31 percent of the jobs

required a college degree, while only 13 percent of the nation's

business employees and 21 percent of government workers

had college degrees. Yet in North Carolina the average partici-

pating nonprofit employee with a college degree earned 35

percent less than the national average for a business employee

and 15 percent less than that for a government worker. ' With

increasing demands for accountability, professionalism, and

retention of qualified staff, nonprofits are trying to increase

staff compensation.

8. How do nonprofits operate? Where does their funding

come from?

Raising funds is a constant challenge for most nonprofit organi-

zations because they rely on a variety of funding sources, both

private and public. Nonprofits receive financial and in-kind
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Twenty Stakeholders of Nonprofit Corporations in North Carolina

1 Board of directors

2. Clients or constituents served

3. Members (who may have voting rights in board of

directors elections and/or on organizational policy

issues)

4. The general public (to whom nonprofits are

accountable for providing a public/community

benefit in exchange for tax exemption)

5. Individual donors: annual and periodic donors;

people who attend events sponsored by the

nonprofit; those who make planned gifts and

beguests to the nonprofit

6. Foundations that provide funding—specifically their

boards of trustees and staffs (if they have staffs)

7. Corporations that provide funding—specifically

their boards of directors and staffs

8. Federal government agencies that regulate

nonprofits

• Internal Revenue Sen/ice, Tax Exempt and

Government Entities Division

• Internal Revenue Service, Withholdings Division

• U.S. Department of Labor, Occupational Safety

and Health Administration

• U.S. Postal Service

• U.S. Social Security Administration

9. Federal government bodies and agencies (if the

nonprofit receives federal funding)

• Congress

• Office of Management and Budget

• The agency that provides the funds

• Other regulatory agencies that have authority over

federal grantees or contractors

10. State government agencies that regulate nonprofits

• Department of the Secretary of State, Corpor-

ations Division (for incorporation approval and

records)

• Department of the Secretary of State, Charitable

Solicitation Licensing Section

• Department of the Secretary of State, Lobbyist

Registration Section

• Office of the Attorney General, Consumer

Protection Division

• Department of Justice

• Employment Security Commission

• Department of Labor, Wage and Hour Division

• Department of Revenue, Sales and Use Tax

Division

• Department of Revenue, Withholding Tax Division

• Other agencies involved in legal and regulatory

compliance

1 1

.

State government bodies and agencies (if the

nonprofit receives state government funding)

• General Assembly

• State auditor

• State budget officer

• The agency that provides the funds

12. Local government agencies that regulate nonprofits

• County tax assessor (for property tax filing and

exemption)

1 3. Local government bodies and agencies (if the

nonprofit receives local government funding)

• County commissioners or city or town council

• City or county manager

• The agency that provides the funds

14. Employees and their families

1 5. Volunteers

1 6. National office of the nonprofit's parent organ-

ization (if the nonprofit is a local or state affiliate of

a national organization)

17. Local affiliates

18. The media

1 9. Customers o+her than primary constituents who
purchase services, publications, etc.

20. Vendors

—Jane Kendall, president,

North Carolina Center for Nonprofits
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support from government, private indi-

viduals, corporations, and foundations. In

addition, they may contract witii different

levels of government to deliver specific

government services. Governments can

stretch public funds when citizens receive

services through nonprofits, leveraging

nonprofits" private resources with govern-

ment dollars.

Some nonprofits generate revenue

through fees or sales. If a nonprofit pro-

vides a service (such as legal assistance)

and charges a fee (often below market

rates or on a sliding scale), the revenue

helps cover the organization's operating

e.xpenses. This t\'pe of service can demon-

strate an efficient combination of govern-

ment dollars and nonprofit resources. For

example, a government agency may pro-

vide a subsidy for a vaccination; the non-

profit may arrange for a volunteer nurse

to administer the vaccination; and then a

low-income client may pay a small fee for

the service. This collaborative effort of-

fers the service at a lower rate than any

one entit)' can provide, while generating

revenue to support the nonprofit's opera-

tions.

Volunteers are a significant resource,

saving nonprofits expenses by performing

work, from administration to board lead-

ership. For example, volunteers may an-

swer telephones, stuff envelopes, conduct

client in-take interviews, counsel clients,

help build homes, provide medical assis-

tance, give legal advice, offer tax services, or teach reading. By

contracting with a nonprofit, government benefits from these

volunteers as well.

In-kind donations are another resource for nonprofits. For

example, hardware stores donate building supplies for a non-

profit to build a home or a shelter. Other businesses may
donate a variety of office items, including computers, photo-

copying machines, printers, and office supplies. All these con-

tributions make a difference by reducing operating costs and

allowing the nonprofit to focus its limited funding on deliver-

ing services. Consequently the government, private corpora-

tions, and individuals all play an important role in helping the

nonprofit fulfill its mission.

9. How can government officials ensure that a nonprofit

will do what they expect it to do?

If government officials provide funding to a nonprofit and want

to ensure that it does what they expect it to do, they should dis-

cuss their expectations and agree on outcomes; put both in

writing, perhaps using contracts; stay in touch to monitor

progress; and request periodic project reports. In effective part-

nerships, governments do not place unnecessary, burdensome

requirements on nonprofits. At the same time, nonprofits do

Resources on Nonprofits

For resources related to administration of nonprofits or nonprofits' relationships

with government, call the North Carolina Center for Nonprofits at (919) 790-

1 555 or visit wvwv.ncnonprofits.org. Founded in 1 990, the Center is a 501 (c)(3)

nonprofit that serves as a statewide network and coalition for North Carolina's

nonprofit sector, a resource center on effective nonprofit management and

leadership practices, and an advocate for the nonprofit sector as a whole. With

more than 1 ,400 member organizations in every part of the state, the Center

hosts an annual statewide conference, manages a Board & Staff Helpline,

publishes the bimonthly newsletter Common Ground, and helps local nonprofit

leaders improve their communities. Membership is open to all 501 (c)(3)

nonprofits in North Carolina and to those applying for that status. Government

officials may become Center Associates for $50 a year and receive Common
Ground and access to other services.

An organization called Independent Sector serves a purpose similar to the

Center's but on a national scale. For more information about the national

nonprofit sector, call Independent Sector at (202) 223-8100 or visit

www.independentsectororg.

For additional assistance in a particular community, or to arrange local

presentations or discussions, contact either of the codirectors of the Project To

Strengthen Government-Nonprofit Relationships:

• Gordon Whitaker, Professor of Public Administration and Government,

Institute of Government, UNC-CH, CB# 3330 Knapp Building, Chapel Hill,

NC 27599-3330, phone (919) 962-0427, fax (919) 962-0654, e-mail

whitaker@iogmail.iog.unc.edu

• Gita Gulati-Partee, Program Director, Public Policy, North Carolina Center

for Nonprofits, 1 1 10 Navaho Drive, Suite 200, Raleigh, NC 27609,

phone (919) 790-1555, ext. 105; fax (91 9) 790-5307; e-mail ggulati-partee

©ncnonprofits.org

what they have agreed to do with the funding, provide required

documentation, and communicate with government partners to

solicit, retain, and renew their support.

Nonprofits are accountable to a variety of public and pri-

vate entities. Like a corporation that is monitored by its share-

holders, and like a government that is monitored by its taxpay-

ers, a nonprofit is held accountable by all its stakeholders (see

sidebar, opposite). These stakeholders include its board of

directors, the people whom it serves, the IRS, private and pub-

lic funders, volunteers, and the community at large.

Internal accountability. People within the organization

have duties that hold it accountable. The nonprofit's board of

directors (composed of professionals, communit}' leaders, and

constituents) oversees the organization's operations and

ensures that its actions are in line with its mission. Like a city

council or a board of county commissioners, the nonprofit's

board of directors looks at what the organization is doing and

how it is using its funding. The directors have a legal, fiduciary

duty to ensure that all funds are used in accordance with the

organization's primary purpose. The board members bring

with them their skills and expertise to ensure that the nonprofit

conducts business properly. Also, the hoard is responsible for

strategic planning for the organization's future.
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External accountability. In addition, nonprofits are held

accountable by the foundations or other sources (such as the

government) that provide them with funding. These sources

often require program reports and audits to ensure that the

funds are being used to ser\"e the mtended purpose. A non-

profit is held accountable through budgets, program evalua-

tions, annual reports, and external audits by a certified public

accountant iCPAi. For grants and contracts of more than

5300,000, state and federal governments require an addi-

tional, special audit, referred to as a "yellow book" audit.

Yellow-book audits are complicated and e.xpensive, and find-

ing a CPA firm that will do them is difficult. For grants and

contracts between S15,000 and $300,000, North Carolina

state government requires a sworn statement specifying how
all government funds have been spent.

Accounting standards. Governments and nonprofits fre-

quently differ m how they keep records, make reports, and eval-

uate performance. Public officials follow detailed accounting

practices from the Government Accounting Standards Board

(GASB). Nonprofit financial and evaluation practices are sub-

ject to accounting standards from the Financial Accounting

Standards Board (FASB). Since nonprofit accounting practices

are different from those of governments and ma)- be unfamihar

to local government officials, some government officials may
think that nonprofits are not keeping track of their money in

standard, generally accepted ways, when actually they are com-

plying with a different set of standards.

Disclosure and IRS requirements. Nonprofits are account-

able to the IRS and to state tax authorities. Nonprofits with

gross receipts of more than 525,000 must complete an annual

Form 990, which reports financial data and other information.

Nonprofits that file Form 990s must produce copies of the

documents on request. The IRS routinely audits nonprofits, as

it does private corporations and individuals, on the basis of

random selection or referral.

Just like corporations, nonprofits also must abide by all fed-

eral, state, and local laws and regulations related to Social

Security (for example, completing and filing \\'-2 and \\'-3

forms) and immigration (for example, completing and filing

1-9 forms, which verify- employees' citizenship), and they must

pay any required payroll taxes. Unlike their counterparts in the

business world, nonprofits also must do the following:

• Receive and maintain tax-exempt status i by filing IRS

Form 1023 and subsequently conducting acti\'ities consis-

tent with their exempt status)

• Comply with limitations and prohibitions on expendi-

tures or activities

• Follow requirements regarding the taxdeductibilirs' of

contributions

Additionally, any nonprofit that intends to solicit contribu-

tions in North Carolina must first obtain a "charitable solicita-

tion license" through the Charitable Solicitation Licensing

Section of the North Carolina Department of the Secretary of

State. Licenses must be renewed annually.

10. Besides providing financial support, how can local

governments improve their work with nonprofits?

Local governments can work more effectively with nonprofits

by sharing information about government priorities, funding

opportunities, and expectations for reporting and accountabil-

in- on government grants and contracts. They can streamline

their application and reporting processes and coordinate those

processes with other local grant makers, such as the United

Way, to cut down the duplication of effort by nonprofits. Fur-

ther, they can encourage their employees to volunteer, give to

United Way or other federated campaigns, and conduct drives

for goods needed by nonprofits.

To get a firsthand perspective on nonprofit management
and governance, elected officials and government employees

can serve on nonprofits" boards. At the very least, they can

make site visits, ask to be on mailing lists, and invite nonprofit

organization leaders to serve on public boards and to partici-

pate in important meetings and discussions.

Local governments also can make in-kind resources available

to nonprofits. They can donate used furniture or office equip-

ment, provide office or meeting space, and allow nonprofit

organization staff to attend training opportunities offered

through count)" departments. Funher, they can allow nonprofits

to tap the professional expertise of government staff through

informal conversations or participation on ad hoc committees.

Local governments and nonprofits independently gather

information on their communit)', and both can learn and bene-

fit from sharing relevant findings with each other. For exam-

ple, if employees of the court system see an increase in domes-

tic violence cases, they might find it helpful to talk to staff of

battered women's shelters or advocacy nonprofits to ask if they

are experiencing the same trends, and to explore causes and

solutions. Such partnering and communication allow both the

nonprofit and the local government to pool human and finan-

cial resources for the benefit of the community. Through

greater interaction, government and nonprofit leaders will see

that they share goals and challenges, and that together they can

ser\e the common good.

For sources of more iufonnatioii on nonprofits, see pdge 35.

Notes

1. The author thanks Kate McGuire and Emily Crowder tor their

contributions to the article.

2. A parallel publication. TwEvn QUESTIONS XoNPROFlTS OFTEN

.\SK .\B0LT '^'ORklNG WTTH LoCAL GOVERNMENT, by Lydian .\ltman-

Sauer, Margaret Henderson, and Gordon P. Whitaker. is available from

the Institute of Government. Excerpts from it appeared in a four-pan

series in the North Carolina Center for Nonprofits" bimonthly news-

letter, Common Grol^nti, Mar.-A.pr. through Sept.-Oct. (2000).

3. Data on nonprofit |ohs and employees are from N.C. CENTER

fOR XoNPROFrrs -AND The .\L\n.^gemen"t Center, Co.mpens.ation .\nt)

BENEFrrs IN North C.\rolin.Vs NoNTROFrrs: A Report of Pr.\ctices in

501 1 CM 3 1 Organizations (Raleigh: N.C. Center /'or Nonprofits and

The Management Center, 199~l. Data on business and government

employees' salaries are from the same source, which gave its priman."

source as data from 1990 U.S. CENSUS OF POPULATION .\NTi Housing,

adjusted 3 percent annually for intlation.
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POPULAR GO\'ERN M E N T

Achieving Better Group Performance

John B. Stephens

Public affairs activities are demand-

ing more and more work in groups.

Whether a group of business, non-

profit, and government representatives is

collaborating on Smart Start or Work
First, an elected local government board

is deciding on services and taxes, or peo-

ple simply need to get through meetings

and accomplish their tasks, working

effectively in groups is key.

When they are working in a group on

a public matter, people often dread the

time and the slow sense of progress.

"Committees keep minutes and lose

hours" is one fatalistic view of what hap-

pens when a task force, a committee, or

another group must get something done.

The author is iin Institute of Goi'crnment

faculty member ivho specializes in public

dispute resolution and citizen participa-

tion. Contact him at stephens@iogmail.

iog.unc.edu.

Many difficulties arise from insuffi-

cient attention to how a group approaches

its work. A thoughtful approach to a

group's process is important to its effec-

tiveness. For example, if the duration of a

group's work is medium- to long-term

(from a few months to a year or more),

specific attention to expectations of

behavior is more likely to pay off than if

the duration of the group's work is brief.

Similarly, if the membership of a group is

di\'erse—people from several govern-

ment departments, representatives of dif-

ferent neighborhoods, or people of vari-

ous ages and racial or ethnic heritages

—

greater attention than usual to how the

work gets done can minimize misunder-

standing and conflict. (For more factors

that determine when there is a height-

ened need to develop shared e.xpectarions

for a group, see Table 1, page 39.)

This article is intended for groups of

iiiediuni- or long-term duration (three

months or more) addressing important

public matters (for example, develop-

ment of policies affecting many people,

or private-public efforts to monitor and

deliver social services) on which conflict-

ing vietvpoints are likely. It draws on the

themes of a recent book I coauthored

with E. Franklin Dukes and Marina

Piscolish, Reaching for Higher Ground
III Conflict Resolution: Tools for Poiver-

fiil Groups and Communities.'

The article begins with a statement of

the principles of an approach to group

process that my book coauthors and I

call "reaching for higher ground." It

then describes at length how those prin-

ciples were relevant in two recent state-

level situations, one of which occurred m
North Carolina. Finally, it summarizes

several other government and communi-

ty efforts that illustrate how ideas about

reaching for higher ground are taking

concrete shape.
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The Weed for More than

Ground Rules

"Before this meeting begins, let's go over

our ground rules." This phrase, in vari-

ous forms, is becoming more and more

common in North Carolina government

circles. In 1990 the Institute of Govern-

ment began offering a rvvo-week course.

Group Facilitation and Consultation. It

has prepared dozens of state and local

government employees to facilitate the

work of their own agencies and to assist

elected boards, top management teams,

and government-citizen groups from

other jurisdictions.

A central part of the facilitation model

taught in the course is three general val-

ues and sixteen specific ground rules.

Examples of the ground rules are "Test

assumptions and inferences" and "Dis-

agree openly with an\' member of the

group." The rules are designed to support

the values of gaining valid information,

making free and informed choices, and

committing oneself to group decisions.

-

Since 1993 the Institute has offered a

workshop entitled Working for Results

as a Governing Board, which helps city

councils and count}' commissions conduct

their work productively. A key compo-

nent of this workshop is to make explicit

certain ground rules for people to follow.

FinalK; several Institute publications

have helped guide North Carolina gov-

ernment officials in working more effi-

ciently and in using various tools for

planning, meeting management, and

organizational change.

'

Ground rules for a group often are use-

ful. However, my book coauthors and I

have identified several weaknesses or out-

right failures in the common use of rv'pical

ground rules."* There are three categories

of problems: how ground rules are intro-

duced, how ground rules are used, and

what ordinary ground rules don't do.

How ground rules are introduced often

can weaken their effectiveness. They are

usually offered in a directive manner. A list

of rules is presented, typically by a group's

chair or facilitator. He or she may ask,

"Are these rules acceptable?" but the

question is frequently taken as rhetorical.

Further, once the meeting starts or the

group meets a second or third time, there

is little opportunity to illustrate or under-

stand the rules.

Second, ground rules are introduced

so that following them appears to be less

valuable than "really doing the work."

They are almost always cast as a prelimi-

nary part of what happens in a meeting

or a work group, an element of "just get-

ting started" or "putting things on the

table." This implies that establishing the

ground rules is not as important as doing

the substantive tasks of the group.

Regarding hoit' ground rules are used,

there are four problems:

• Ground rules are misunderstood or

not applied consistently.

• Deviations from ground rules are

handled heav\'-handedly.

• There is no recognition of tensions

between certain rules.

• There is no agreed-on process for

revising the rules.

An example of the first problem is the

lack of a clear understanding of one pop-

ular rule, "Make decisions by consensus."

Does consensus mean 100 percent agree-

ment with every detail of a solution or an

agreement? Does it mean "Well, I can live

with it"? How is consensus different from

a series of compromises that people

grudgingly support as a complete pack-

age? The implicit tension in using con-

sensus decision making is between com-

pleting a task within a specified period

and taking the time needed to seek under-

standing and creatively craft an agree-

ment that genuinely satisfies everyone.

Finally, there is the matter of ti'lmt

ordinary ground rules don't do. Many
ground rules are formal, limited, and

prohibitive, describing what group

members cannot do rather than affirm-

ing what they should do. "Don't inter-

rupt" is an example of a basic communi-

cation rule that falls short of ensuring

productive exchanges. Having rules that

function as guardrails, keeping people

away from danger, is certainly useful.

However, this approach to ground rules

does not necessarily propel a group

toward its destination.

A second shortcoming of ground rules

is that they don't acknowledge diversity.

Most have evolved from a Western tradi-

tion that emphasizes efficiency and indi-

viduality. However, in today's work-

places and communities, diverse cultural

and racial representation is not uncom-

mon. Two typical rules, "Speak only for

yourself" and "Make T' statements,"

would strike people in some cultures as

inappropriate and ego-centered, violat-

ing their cultural norm of giving greater

weight to the communir}''s views than to

any individual's perspective.

A third aspect of what common ground

rules don't do relates to a group's assets

and opportunities. The word "rules" con-

notes standards and strictures to avoid

disorder and harm. Ordinary rules direct

people away from being inspired or

looking for new benefits of collective ac-

tion. As described later, there is a way to

rethink ground rules as shared expecta-

tions and jointly created values and aspi-

rations.

A lack of focus on outcomes is anoth-

er disconnection between ground rules

and the group's values. Too often, ground

rules are introduced and applied with al-

most no explicit link to underlying prin-

ciples. Fortunately the Institute's training

of facilitators and group leaders always

focuses on the underlying principles for

particular ground rules.

Reaching for Higher Ground

As my book coauthors and I reflected on

what we have individually done with

groups to help them work together effec-

tively, we realized that one of the most

potent metaphors for complex negotia-

tions—finding common ground—did

not capture all of what we observed.

Finding common ground can be like two

explorers separated by high weeds and

vines hacking their way toward a center

point: they know a "middle" or "com-

promise" ground exists, and they find it

by moving toward one another

Our vision is for the explorers to

climb a tree before charting a course that

brings them together. From the higher

vantage point, they might learn that a

straight line to a midway point would

take them into a swamp. Their view-

point allows them to see a different

course. That course might call for one or

both of them to travel farther in order to

meet, but the journey might be safer and

easier. Similarly, in helping groups the

three of us were taking a different van-

tage point, away from the direct com-

promise and toward a "higher" clearer

approach to tasks and problems. Thus

we chose the metaphor of "reaching for

P O r U L A R GOVERNMENT SUMMER



Table 1. Level of Attention and Commitment to Shared Expectations Needed for Higher Ground

Low Effort Medium Effort High Effort

Group diversity Homog enous Some diversity Highly diverse

Duration of group Short-te rm Medium-term Lasting

Complexity of task Simple, clear task Medium complexity Very complex

Group size Small Medium Large

Significance of issue(s) Low Fairly significant Great significance

Level of trust High Uneven Substantial distrust

Power distribution Equal Somewhat disparate Highly stratified

Level of aspirations Low Medium High

Source: E. Franklin Dukes, Marina A. Piscolish, & John B. Stephens, Reaching for Higher Ground in Conflict Resolution: Tools for Powerful Groups and

Communities 146 (San Francisco: Jossey-Bass, Sept. 2000). Copyright © 2000 by Jossey-Bass, Inc
, 350 Sansome Street, San Francisco, California 94104.

This material is used by permission of Jossey-Bass, Inc., a subsidiary of John Wiley & Sons, Inc.

higher ground" (RHG) to characterize

what we were seeing in our work and the

work of others.

The RHG metaphor emphasizes six

components of what many groups need

in order to achieve. RHG calls on a

group to seek the high road, or ( 1 ) prin-

cipled ground. Truth telling and truth

seeking are honored, mtegrity is valued,

and trust is given because it is earned.

RHG calls for moving beyond ground

rules created to ensure a lowest common
denominator for group interaction. It

focuses on principled behavior for solid,

meanmgful relationships.

Like seeing clearly above the weeds and

the vines, RHG means fmding (2) new
ground as well as (3) a place of enlarged

perspective. The newness comes from dis-

covery of a stronger vantage point by

learning more about one's own needs, the

group's capabilities, and new, creative

options. As one can see more, there is a

wider, more inclusive perspective from

which to seek agreement.

Under RHG, higher ground acts as

(4) a refuge, a safe haven from the inci-

vility and outright nastiness that too

often accompany conflict. That higher

ground must be (5) shared ground.

though. Unlike the sailor's crow's nest,

which shelters only one or two from the

waves below, RHG must operate Hke a

mountain-climbing team, helping each

member reach the summit. It cannot

work with one person standing on—and

keeping down—many so that onb- the

leader reaches a pinnacle of achieve-

ment. Finally, RHG is (6) a continuing

challenge. Moving uphill takes energy

and is tiring, and climbers risk slipping

and falling.'

Anyone can paint an appealing pic-

ture of hard work, harmony, and achieve-

ment that moves a work team, a city

council, or a community group not only

forward but upward. The real question

is How can this work? What are the

practical pieces of RHG?

Shared Expectations:

The Six Keys to Success

Six common stepping-stones make RHG
work: establish the need; educate and

inspire; envision desired outcomes; pro-

mote full participation; be accountable;

and evaluate and revise. The steps are of-

fered in one logical order. However, be-

cause groups differ, the steps may be better

addressed in another order. Using the

stepping-stones is like learning a second

language. Learners will vary in the ease or

difficulty with which they comprehend

various components of the language,

such as grammar, vocabulary, and noun

and verb forms, and acquire reading and

speaking skills. The stepping-stones all

must be explored and used but possibly

in different orders or degrees depending

on the nature of the group.

Establish the need. As noted earlier,

one reason that typical ground rules

often achieve less than desired is that the

need for such guidelines is assumed or

enforced, rather than discovered by the

group Itself. Worse, many people view

such guidelines as benign or useless.

Taking some time to focus on why
ground rules and higher shared expecta-

tions are needed is important. Here are

two ways to accomplish that: (1) Using

Table 1, a group can see which charac-

teristics are likely to make reaching

agreements and solving problems more

challenging, thus learning why concerted

efforts on shared aspirations, principles,

and specific ground rules are necessary.

(2) The chair of a committee can cite past

problems or challenges of the committee

and explain how jointly developed meth-

ods for working together would have

helped ease or avoid those problems.

Educate and inspire. It is important

for a group to work on its principles and

learn how other durable groups use

covenants and shared expectations to

engage their hopes and hearts as they do

business. Inspiration means not merely

well chosen and beautiful words but

examples and challenges for people to

learn from one another and appreciate

the strength of different perspectives.

Many people want "to get down to

business" and may not welcome this sec-

ond stepping-stone of RHG. Critics may

consider it too "touchy-feely" or not suf-

ficiently attentive to rational approaches

to problems, or possibly naive about

clashing political interests. The step may

be deferred, or taken in smaller bites

over several meetings. For example, at

its first meeting, a group might propose

and use a provisional set of ground rules.

Then, before the second meeting, group

members would each define one or two

key principles or features of an especially

effective committee or task force on

which they had worked. In this wa\ the

substantive work could start, but the
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group still could build a shared set of

principles as part of the second (and pos-

sibly the third) meeting.

In another approach the group can

reMew a different group's "covenant"

—

that is, its statements of aspirations and

principles and its ground rules—and ha\e

Its own members identif)' a few items rel-

evant to the tasks it faces. This approach

could be conducted in 20-40 minutes,

depending on group size. If the group is

going to work together over several

months and through a dozen meetings

or more, this is a modest investment.

Envision desired outcomes. For each

of the stepping-stones. Reaching for

Higher Ground includes a section called

"From the Toolbox" that describes spe-

cific techniques. For "Envision desired

outcomes," here is one such tool:

Have members of the group indi-

vidually and silently complete the

phrase. "This group trill he a roar-

ing success if our product is
"

Then compare the results and com-

pile the replies by general cate-

gories (such as particular out-

comes, hoiv outsiders view the

group, how long the group takes to

finish Its work, or the ditrabilit\' of

the outcome)."

(For another tool to put this stepping-stone

in place, see the sidebar on this page.)

Promote full paiiicipation. There are

many pressures to compromise on the

scope of participation—for example, the

apparent urgency to reach a decision and

discomfort in hearing from dissenting

\oices. Time and again, the fuller and more

engaged the participation m the group is,

the stronger the results will be in both

concrete accomplishments and relations

among group members. Here are two

more tools from "From the Toolbox":'

• // you are concerned about unequal

power among group members or

about quiet versus talkative mem-
bers, use Post-it Notes to record

ideas, then arrange them in an affin-

ity diagram, where you group like

Items together

• At various times, go around the table

one person at a time and invite

people to offer ideas orally. No
comments are allowed until all

ideas are shared.

A Tool for Envisioning Desired Outcomes

Worksheet: Aspirations, Guidelines, and Dos and Don'ts

• When I envision how we should best work together, my highest

aspirations are . . .

• To make these aspirations come alive, the principles and practices we
must follow are . . .

• To enact these principles, we agree to the following duties and behaviors:

• Categories to consider

Participation

Use of information

Decision making

Confidentiality

Use of time

Roles in group

Other

Source.' E. Franklin Dukes, Marina A. Piscolish, & John B. Stephens, Reaching for Higher Ground

IN CONFUCT Resolution: Tools for Powerful Groups and Communities 92 (San Francisco: Jossey-

Bass, Sept. 2000). Copyright © 2000 by Jossey-Bass, Inc., 350 Sansome Street, San Francisco,

California 94104. This material is used by permission of Jossey-Bass, Inc., a subsidiary of John

Wiley & Sons, Inc.

Be accountable. Explicit, jointly cre-

ated ground rules and aspirations lead to

clear ways of judging individual and

group behavior. Accountability is espe-

cially important in bringing more pow-

erful group leaders into full but equal

participation in a group. Such equality

can be a breath of fresh air to those who
have felt disempowered in groups. An
illustration of accountability follows in

the next section.

Evaluate and revise. A group's devel-

opment and well-being depend on its

changing the ground rules to fit its

growth. Specific tools to make this step

work include group "pit stops" to con-

sider changes or additions to the ground

rules. For example:

Have each group member identif}'

one ground rule they would like to

modify or delete. Next, have each

person identify a possible new

ground rule. Instead of focusing on

the specific changes, use the two

lists of rules to focus on how the

ideas relate to the desired outcome

or general principles of the group.

Encourage reflection on how all

the "uncontested" ground rules fit

ivith the vision or desired outcome,

and how people see the potential

changes as strengthening their abil-

ity to reach their goals. Only then

should you turn to the specific ideas

to change the ground rules.^

The Principles at Work in

Government Settings

To illustrate the features and stepping-

stones of RFiG in state government set-

tings, two stories follow. The first pro-

\ ides a strong example of the benefits of

RHG work in a group but comes from

outside North Carolina. The second comes

from within the state. Both occurred

among advocates working in a very po-

litical environment on high-profile issues

before state legislatures.

Parity of Insurance Benefits for

Mental Health Disorders

In the mid-1990s a state legislature refer-

red a bill mandating parity between

mental and physical health benefits to a

special advisory commission and charged
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it with developing recommendations

for the following legislative session. The

commission estabHshed an Insurance

Parity Task Force consisting of represen-

tatives from insurance companies, the

business communit}', mental health advo-

cacy groups, mental health service pro-

viders, legislators, and state agencies.

One of my book coauthors, E. Franklin

Dukes, and a co-mediator worked with

the task force.

At the first meeting, Dukes and his

colleague offered some ground rules for

the task force's work, which emphasized

consensus. Dukes and his colleague soon

found that some members expected to

use majority rule rather than consensus.

Outside the meetings, Dukes also heard

that some task force members thought

the scope and the presentation of the

ground rules to be overhearing and even

patronizing. In the end the task force did

adopt consensus as one of its ground

rules, with a specific understanding of

what consensus meant and why it was

important to the desired outcome of the

task force.

The value of this apparently "over-

bearing" attention to ground rules was

confirmed as the task force was complet-

ing its work. After eight meetings of the

full group, work in three subcommittees,

and many telephone and face-to-face

discussions, a set of agreements seemed

to be finalized. Unfortunately a task force

member absent from the final meeting

raised substantial objections to one of the

eight areas of agreement, and he made
clear his intent to withhold support from

the whole report. Most task force mem-
bers refused to consider any changes.

They thought that the group could by-

pass the objector, yet call the report a

consensus set of recommendations.

Dukes reminded the task force of its

own standard on consensus. He noted

not only that an "end run" would vio-

late the group's policy and the spirit of

collaboration that had developed in the

task force, but also that implementing

the recommendations with a key mem-
ber of the task force actively opposed

would likely be difficult. One group mem-
ber went to the objector to explore what

new language was needed to meet his

needs, yet not undermine the agreements

'' developed by the task force. The objector

sought not only to clarify some slightly
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ambiguous language (in this case de-

liberately ambiguous, because of contin-

uing differences in the task force) but

also to advance a view that ultimately

was preferred by the whole group. The

revised report was enthusiastically

adopted by the task force, fully endorsed

by the legislative advisory commission,

and easily adopted by the state legisla-

ture.

In this case the task force members'

agreement to seek consensus not only

suggested but demanded that they find

new ground when impasse was threat-

ened. With prompting by the mediators,

the group was accountable to its ground

rules, and the consensus rule had a direct

impact on the desired outcome: all major

interests supporting one piece of legisla-

tion. Similarly, even with the frustration

of having one person threaten the work

of the whole, further efforts to ensure

full participation helped create a

stronger outcome than the group had

devised without the absent member.

Negotiation among North Carolina

Public Health Advocates

Following settlement of the multistate

suit against tobacco manufacturers, the

North Carolina Coalition for a Health

Trust Fund sought to have a large por-

tion of the monies allocated to North

Carolina placed in a charitable founda-

tion whose purpose would be to improve

the health and wellness of the people of

the state. The RHG idea of a group mov-

ing to something new and stronger than

what people initially bring to the table

struck a chord with Peg O'Connell, one

of the active participants in the sixty-

group coalition and chair of North Caro-

lina Prevention Partners. Said O'Connell,

"Groups don't have to work toward the

lowest common denominator. I was

heartened by the basic principle that

higher ground was possible. One could

reach for something not equally distaste-

ful but something that could be em-

braced.'"* Nonetheless, O'Connell noted,

the highly charged political environment

surrounding tobacco and health con-

cerns constrained how much RHG could

emerge within the coalition, compared

with work groups or task forces having

greater distance from pending legislation

or working on other health issues.

Desired outcomes: From a iveak com-

promise to a solid agreement. Creation of

a mission statement for the coalition was

not a simple, straightforward endeavor.

The situation was very challenging: There

were strong and differing personalities in

the group, and there was significant

wariness or distrust because members

saw one another as competitors for the

same pot of money. Further, some coali-

tion members came from groups that

had worked on tobacco-related health

concerns for a long time, whereas others

represented organizations focused on a

broader range of health and wellness

needs. Finally, some group members

were experienced in the legislative/po-

litical arena, while others were involved

in grassroots advocacy or direct health

services.

"We drafted a very broad mission

statement [see page 42 1 so the represen-

tatives at the table could get their organi-

zations and legislators on board,"

O'Connell relates. "The statement did

not excite people, but they could hold

their noses and accept it. At least it was a

starting point and something that every-

one could agree to."'"

"We had worked hard on preventing

tobacco use for years, with no state

funding," commented Sally Malek, di-

rector of the Tobacco Prevention and

Control Branch of the North Carolina

Department of Health and Human Ser-

vices. "When the tobacco settlement

came along, we saw it as the first real op-

portunity for state government resources

for reducing tobacco use. Although the

settlement came about due to the high

health costs of tobacco use, there were

many competing priorities. In order to

get funds at all, we needed to work with-

in a broader health coalition, and with a

mission statement broader than tobacco-
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use prevention. We saw it as a necessary

compromise.""

Political pressures. Not until there

were external demands that settlement

monies also he directed to tobacco al-

lotment holders (people "licensed" to

grow a maximum amount of tobacco)

and to tobacco-dependent communities

did the mission statement serve to unite

the members oi the health coalition. The

coalition had anticipated that, ot" the

total tobacco-settlement monies coming

to the state, the North Carolina General

Assembly would allocate 50 percent for

health and 50 percent for economic de-

velopment. In sinnmer 1999 the General

Assembly allocated 50 percent for econo-

mic development for tobacco-dependent

communities and industries, 25 percent

to tobacco allotment holders, and onh-

25 percent for health. And it soon be-

came evident that this 25 percent \\ as at

risk. Hurricane Floyd's devastation of

much of eastern North Carolina in Sep-

tember 1999 raised the possibilit\' that

the state legislature would take all the

health money and use it for flood relief.

Maintaining at least the 25 percent

level became a rallying point for the

group. O'Connell relates, "This position

|25 percent for health] became the higher

ground people could buy in to. The mis-

sion statement had gone from distasteful

to wonderful. There still were some ten-

sions among some groups' representa-

tives, but everyone did commit to the 25

percent goal and worked hard to make it

a reality." O'Connell adds that there

were feelings of both compromise and

collaboration as the coalition worked on

its own differences and responded to

other groups' demands for a part of the

tobacco-settlement monies. '-

A final phase tested the coalition.

Some members were asked to join out-

side organizations' legislative efforts to

obtain a portion of the tobacco-settlement

monies. Doing so would have separated

them from the coalition. Malek believes

that the development of understanding,

respect, and mutual accountability led

those members to tell their coalition

partners of the efforts of outsiders to

form alliances with only some members

of the coalition. The members stayed in

the coalition rather than pursue those

potential outside alliances. Malek re-

flects, "This is still a work m progress.

Higher Ground Reached by the

North Carolina Coalition for a Health Trust Fund

Mission Statement

Twenty-five percent of the Tobacco Settlennent Funds shall be placed in a

charitable foundation, the purpose of which shall be to improve the health and

wellness of the people of North Carolina,

The Foundation shall fund initiatives that include but are not limited to research,

education, prevention and treatment of health problems in North Carolina, and

to increase capacity of communities to respond to the public's health needs.

The Foundation shall develop a comprehensive, community-based plan to fund

initiatives with prionty on preventing, reducing and remedying the health effects

of tobacco use with an emphasis on reducing youth tobacco use.

In all endeavors, the Foundation shall place a priority on the health needs of

vulnerable and underserved populations and shall provide assistance in

addressing those needs.

Source: Available at http;//www.ncpreventionpartners.org/tobaccoprev/coalition.htm.

We learned a lot about managing differ-

ent needs and interests in a way that can

support higher ground for the long term.

Many of the interests represented in the

coalition will need to work tt)gether

effectively after the members of the

health trust board are appointed b)' the

governor and legislative leaders.""

Lessons: The impoi-tance of using

RHG principles. O'Connell reflects on

what she learned about RHG from the

health coalition effort:'""

• The need fur ground rules Unked t(j

a group's nussion: The coalition might

have worked better if it had created an

explicit set of ground rules in addition

to the mission statement. "We could

have done better creating common ex-

pectations for work in the coalition and

reducing some of the personal clashes,"

O'Connell thinks.

• The dpplicdhility of teamwork ideas

to political coalitions: RHG builds on

the trend in the corporate world for more

team-based work and on the need to

combine expertise to get to good solu-

tions. "E\erything we do is an exercise

in group dynamics and seeking agree-

ment," O'Connell says. "Paraphrasing

James Madison, 'We live in a world of

competing factions.' It is \ery hard ha\ing

five or ten sides—let alone fifty—trying

to get what they want. You can either

lock heads and make it as difficult as

possible, or find groups that do want to

tr\- to work together effectively."

• Leadership in a collahorative con-

text: O'Connell notes that collaboration

does not mean avoiding having a leader

for a group. The coalition's push in

2000 depended on a well-led, focused

effort. She credits Chris Hoke, legisla-

tive liaison from the North Carolina

Department of Health and Human
Services, with helping get the coalition

focused and advocating a simple, per-

suasive goal (a clear "desired outcome,"

in RHG language). Hoke remarks, "The

group did need someone to serve as a

cataKst or leader. I certainly was not a

leader in the sense of making a decision

and getting others to f;)ll(>w it. Instead, I

emphasized that success depended on

each member repeating the mission

statement in every contact with state

legislators."'^

• Action, not talk: O'Connell believes

that although the RHG metaphor and

guidelines are useful, m a political envi-

ronment many people are more oriented

to hard-nosed deal making. She says, "Use

the concepts and techniques of RHG, but

don't take time talking about 'higher

ground' because many people will as-

sume it is too touchy-feely or unrealistic."

• Upcoming opportunities to use more

of RHG: O'Connell notes that the chal-
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Higher Ground on Environmental Management,
Reached by the Nation's Governors

ENLIBRA Principles

National Standards, Neighborhood Solutions—Assign Responsibilities at the

Right Level

Collaboration, Not Polarization—Use Collaborative Processes to Break Down
Barriers and Find Solutions

Reward Results, Not Programs—Move to a Performance-Based System

Science for Facts, Process for Priorities—Separate Subjective Choices from

Objective Data Gathering

Markets Before Mandates—Replace Command and Control with Economic

Incentives, Whenever Appropnate

Change a Heart, Change a Nation—Ensure Environmental Understanding

Recognition of Benefits and Costs—Make Sure Environmental Decisions Are

Fully Informed

Solutions Transcend Political Boundaries—Use Appropriate Geographic

Boundaries for Environmental Problems

Source; As summarized in E. Franklin Dukes, Marina A. Piscoush, & John B. Stephens, Reaching

FOR Higher GROuriD in Conflict Resolution: Tools for Powerful Groups and Communities 204-B

(San Francisco; Jossey-Bass, Sept. 2000). Copyright © 2000 by Jossey-Bass, Inc., 350 Sansome

Street, San Francisco, California 94104. This material is used by permission of Jossey-Bass,

Inc., a subsidiary of John Wiley & Sons, Inc.

lenge of better addressing health needs

in North Carolina now moves to how
the board of the health trust will operate.

"The RHG principles can be helpful in

avoiding the pain of the work the cc;>ali-

tion did on legislative matters," says

O'Connell. "I'm looking at this as the

board of the health trust is selected and

starts its work. I keep asking. How can

the various groups in the public health

community move forward without having

so much dissatisfaction along the way.'"

Other Promising RHG
Applications

RHG has shown promise in some other

situations across the United States. Some
brief illustrations follow.

Environmental Management in

the West

In the many skirmishes or outright wars

over environmental and economic needs

in the western United States, two gover-

nors sought a better way to frame the

array of issues. Governor Mike Leavitt

(R-Utah) and Governor John Kitzhaber

(D-Oregon) worked together on a set of

environmental management principles

that they termed ENLIBRA (see abcwe).

My book coauthors and I see these prin-

ciples as consistent with the general

metaphor of RHG and as illustrative of

the steps related to identifying general

aspirations and needs to guide specific

group decisions.

The ENLIBRA principles have been

adopted by the Western Governors

Association (WGA) and the National

Governors Association (NGA). Addi-

tionally the WGA and NGA resolutions

adopting the principles cite a variety of

inter- and intra-state examples of collab-

orative, innovative approaches to envi-

ronmental issues, such as air pollution in

the Grand Canyon, drinking-water sup-

ply in Texas, salmon habitats in Oregon,

and trail access in Alaska. "'

In North Carolina the ENLIBRA
principles were introduced in spring

2000 to the Stormwater Management
Stakeholders Initiative, twenty-eight rep-

resentatives who sought agreement on

how to implement new U.S. Environ-

mental Protection Agency rules for

stormwater management. The group

worked for five months and produced a

majority report, but it is unclear to what

degree the group used the ENLIBRA
principles to guide its efforts.

Creation of a New City Charter

At the municipal government level, a

strong example of RHG was provided

when Chelsea, Massachusetts, created a

new city charter in the 1990s. The town

of 28,000 in the Boston area included

second- and third-generation Americans

of eastern European descent and a sub-

stantial proportion of recent Hispanic and

Asian immigrants. Corruption and mis-

management had led to the state putting

Chelsea into receivership in 1990.

The Chelsea Charter Consensus Pro-

cess used a mediation team to develop a

variety of ways to involve a wide range of

citizens. Beyond interviewing formal and

informal community leaders, the team

trained Chelsea citizens as facilitators to

run some forty-five community meetings.

Surveys and public forums were sup-

plemented with English- and Spanish-

language newsletters, call-in cable TV pro-

grams, and a telephone hotline. The effort

yielded wide citizen participation and 60

percent support when the new charter was

voted on in a referendum.

Both the process and the outcome of

the city charter effort reflect the need for

explicit shared expectations about how a

community wants to be governed. Many
aspects of RHG—a principled, safe,

new, and enlarged perspective—were

part of the Chelsea Charter Consensus

Process.''

Core Values for Public Participation

Many people who are responsible for

citizen involvement processes face pres-

sures to turn away from openness, inclu-

siveness, and a fair opportunity for citi-

zens to express concerns, toward public

relations, the hard sell, and withholding

of relevant, often critical information

from stakeholders. The International

Association for Public Participation has

responded by preparing a list of seven

core values for public participation (see

page 44). Although the values are very

general guidelines that require specific
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Higher Ground Promoted by the International

Association for Public Participation

Core Values for the Practice of Public Participation

1

.

The public should have a say in decisions about actions that affect

their lives.

2. Public participation includes the promise that the public's contribution

will influence the decision.

3. The public participation process communicates the interests and meets

the process needs of all participants.

4. The public participation process seeks out and facilitates the involvement

of those potentially affected.

5. The public participation process involves participants in defining how
they participate.

6. The public participation process communicates to participants how
their input affected the decision.

7. The public participation process provides participants with the information

they need to participate in a meaningful way.

Source: Available at http://wvwv.iap2.org/coreofvalues.html.

discussion and application, in 1996 the

U.S. Environmental Protection Agency's

National En\'ironmental Justice Ad-

visory Committee found them compel-

ling and adopted them as part of its

Model Plan lor Participation. It then

used the principles to develop a more

specific checklist for public participation

relevant to environmental issues."^

Conclusion

Amid the contention, the uncertainty,

and the sometimes great distrust among
political foes, RHG appears at first

glance to he a pipe dream. Nonetheless,

my Reaching for Higher Ground co-

authors and I are heartened by the many
public officials who are finding \alue in

both the general vision of RHG and the

specific stepping-stones and techniques

to make it real. More important, as ex-

amples from North Carolina and several

other places show, there is a growing re-

cognition that reaching for principled

agreements and mo\'ing from basic ground

rules to broader and more durable shared

expectations are what is truly called for

to create communitv our of conflict.
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POPULAR GOVERNMENT

Successful Multicampus Governance;

The North Carolina Model

Johfi L. Sanders

For much of the period since the end of

World War II, public higher education

has been one of the strong growth sec-

tors of the American economy. The rapidly

expanding college-age population, the

increasingly recognized need for continual

reeducation of much of our workforce, the

introduction of new technologies that enable

distant and continuing education of our

population, the willingness of state govern-

ments to finance the establishment and the

enlargement of institutions of higher educa-

tion, and the readiness of the federal govern-

ment to finance student assistance programs

and large-scale research endeavors have

fueled that growth.

As states have enlarged their higher educa-

tion responsibilities, they have become more

concerned about how best to manage their

educational institutions to get the highest

return for their citizens from the large invest-

ments they make in those institutions. For

several decades, the trend was to move from

separate state institutions, each with its own
direct relations with the state legislature and

governor, to systems of public institutions

governed by central state authority. This

trend found its roots in earlier decades.

Georgia established the first statewide uni-

versir\' s\'stem in 193 1 , followed closely b\

North Carolina in the same year. Georgia's

plan embraced all public degree-granting

institutions; that of North Carolina brought

together only the three principal public insti-

tutions maintained bv the state.

The author is a member of the Boiird of

Governors of The University of North Carolina

and a professor of public law and governinent,

emeritus. The University of North Carolina at

Chapel Hill. Contact him at the Institute of

Government, CB# 3330 Knapp Building,

UNC-CH, Chapel Hill, NC 27599-3330.
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The forms of consolidation vary wideU' and cliange often

over time, for in this area, the creative ingenuity of state legisla-

tures seems infinite. Today, multicampus public higher educa-

tion systems exist in at least three-quarters of the states, em-

brace tA.vo-thirds of the nation's public colleges and universi-

ties, and serve about 80 percent of public institutions' students.

Typically, those systems consist of one or two state-level gov-

erning boards that directly govern all or a subset of the state's

degree-granting public institutions. Those institutions do not

have their own local governing boards (though some may have

local boards of visitors or the like with only advisory powers).

In recent years, however, a counter trend has become evi-

dent. Several states—notably New Jersey, West Virginia, and

Florida—ha\e effectively devolved much of the power formerh-

vested in their central higher education governing boards to

newly established campus governing boards. Other states are

contemplating similar moves. The justification is that with

their own boards, institutions are better able to respond to

local program needs and pressures for broader or improved

service (and, cynics might observe, to realize institutional

ambitions).

Where does North Carolina stand in the controversy o\er

central versus local board authorin.?

North Carolina successfully dealt with this issue rhirr\' years

ago.

Each of North Carolina's sixteen public, degree-granting

universities already has its own board of trustees, exercising

extensive powers delegated to it by the central governing body,

the Board of Governors. This blended model permits both over-

sight from a statewide perspective and accommodation to local

initiatives. (Only Utah has had a similar structure for years,

with both a statewide go\ erning board and institutional boards

with significant power.)

In L9~l, North Carolina maintained sixteen public, degree-

granting institutions of higher education. Six were campuses of

The Universit)- of North Carolina, which was governed by one

100-member board of trustees and one president. A chancellor

headed each of the six constituent institutions. Created in 193

1

by legislative consolidation of three institutions—the Universir\"

of North Carolina (Chapel Hill), North Carolina State College

of Agriculture and Engineering (Raleigh), and the North Caro-

lina College for Women (Greensboro), as they were then known
—into one multicampus "Universit)' of North Carolina," the

multicampus Universiry was augmented in the 1960s by adding

three previously separate public institutions (at Charlotte,

Asheville, and Wilmington). Chancellors reported only to the

president; there were no institutional boards of trustees. The

state also maintained ten other public institutions, each with its

own board of trustees of thirteen members and a president cho-

sen by that board. The University's board of trustees was elected

b)- the state legislature; the other ten institutional boards of

trustees were appointed by the governor. (There was also a large

system of public, r\vo-year community colleges, then under the

same governing board as the public school system; that set of

institutions will not be treated further in this article.)

To achieve better returns on the state's investment in higher

education through central planning and coordination, program

authorization and allocation, resource distribution, and advo-

cacy in the interest of meeting the state's higher education

needs—and to curb unsubstantiated institutional aspirations

—the state legislature in 1971, at Governor Robert W. Scott's

insistence, "restructured" all of public higher education in

North Carolina, effective in 1972. The ten previously separate

public institutions were merged into The University of North

Carolina, st) that henceforth it encompassed all sixteen public

campuses.

The board of trustees of the multicampus University was

continued as a legal entity but was renamed the Board of

Governors of The University of North Carolina and reduced

from 100 to 32 members, all of whom continued to be elected

by the legislature. Each of the sixteen institutions was given its

own board of trustees of 13 members—8 elected by the Board

of Governors, 4 appointed by the Governor, and the student

body president. (One feature of the new structure was that it

gave each of the six institutions that previously made up the

multicampus Uni\'ersir\' its own board of trustees, which the

original three campuses had not had for forty years.) Complete

governing authorir\- over the Universin,- was vested in the

Board of Governors, which was empowered to delegate to the

boards of trustees and chancellors such powers as it saw fit;

those delegations were not required to be uniform.

During legislative consideration of the restructuring plan,

proposals for statutory assignment of powers to institutional

boards of trustees, put forward by friends of the ten then-

separate institutions, were rejected in favor of leaving discretion

as to such power delegations in the Board of Governors.

It IS highly relevant here that one stated objective of restruc-

turing was to extend the benefits of the successful, unified,

multicampus Universir\- of North Carolina as it had operated

for forty years. In 1971 its six institutions enrolled 56 percent

of the students in public senior institutions and had faculties

and facilities even larger in proportion to those of the other ten

institutions that were about to join the Universit)'.

The General Assembly in 1971 sought to create an informed

body with the authority' to respond definitively—whether posi-

tively or negatively—to regional and institutional ambitions

for new programs and other ventures in higher education and

thus to shield the legislature from those pressures. Over three

decades, the legislature has supported the Board of Governors

when the board has made and accepted responsibilir^• for those

decisions.

The one specific role of great importance given by the 19~ 1

statute to each institutional board of trustees is that when
choosing a new chancellor, the president must select from a list

of two or more names recommended by the institutional board

of trustees the one person to be nominated to the Board of

Governors for election. Thus the institutional boards have a

major voice in the selection of their chancellors.

From the beginning, the Board of Governors recognized

the value of local discretion in meeting institutional needs.

Thus, at its organizational meeting in July 1972, the board

delegated to each of the si.xteen boards of trustees and sixteen

chancellors extensive powers to govern their respective

institution , reserving to the Board of Governors and the

president only those powers essential to the exercise of their

systemwide responsibilities. Those reserved powers are
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1. the definition of institutional missions and allocation of

degree and other major academic programs to institutions;

2. establishment of enrollment levels for each institution;

3. election of the president and on the president's nomina-

tion his or her principal staff and the chancellors;

4. election of the principal adminis-

trative officers and tenured facul-

ty' of the sixteen institutions on

nomination of the boards of

trustees of the institutions;

5. preparation of the comprehensive

Universit}' budget and its advoca-

cy before the governor and the

General Assembly; and

6. determination of tuition and fee

charges at the institutions.

T
I he needs of the governor

and the General Assembly

are well served by having

one president and one Board of

Governors that they can hold

accountable for those aspects of

University operations of greatest

concern to them.

All Board of Governors" actions particularly affecting indi-

vidual institutions are heavily influenced by institutional

recommendations and advice.

The boards of trustees and the chancellors of the sixteen

constituent institutions have final authority over myriad

aspects of institutional life and operations that necessarily dif-

fer among institutions ranging in enrollment from 700 to

27,000 and in degree offerings from only bachelor's degrees to

the wide array appropriate to major research universities. Such

potentially vexatious subjects as athletics, student admission

and graduation standards, student services, student discipline,

all personnel decisions (except the formal election of senior

campus administrators and the conferral of permanent tenure

upon faculn,' members, all done on recommendation of the

institutions' boards of trustees), campus physical planning and

development, fund-raising, conferral of honorary degrees and

awards, alumni relations, and the countless other issues that

can complicate relations between institutions and their many
constituencies—are left for local decision. In limited instances,

an institutional decision may be appealed by an aggrieved fac-

ulty member or student to the president and the Board of

Governors. Administration of budgets, personnel systems, and

purchasing are carried on directly between the institutions and

the relevant agencies in Raleigh.

The delegations of power by the Board of Governors to the

institutional boards have, with minor changes, survived intact

for twent\'-nine years. Nearly all delegations have been uniform

for all sixteen institutions, any differences being due chiefly to

variations in institutional size and administrative structure.

These early and generous delegations of power reflected the

fact that the president (William Friday) and half of the initial

members of the Board of Governors had had long experience

in governing the University in its six-campus form and so

understood the vital differences between governing a single-

campus institution and governing a multicampus university.

They knew which powers it was essential to retain at the center

and which could and should he delegated to the institutions.

The statute says that the president "shall be the chief

administrative officer of the University." The chancellors are

administratively responsible to the president, and through the

president to the Board of Governors. The chancellors are also

responsible to their boards of trustees as the executors of the

policies and the directives that those boards adopt pursuant to

their delegated power.

The needs of the governor and the

General Assembly are well served by

having one president and one Board

of Governors that they can hold

accountable for those aspects of

University operations of greatest con-

cern to them—program prioritization

and authorization, effective resource

allocation and use, upper-level

staffing, and comprehensive planning

and advice to the governor and the

legislature on how best to meet the

higher education requirements of

the whole state.

The Board of Governors, with the cooperation of the

boards of trustees, has been able to gain sufficient resources

to fulfill much of the state's ambition to educate an ever-

enlarging share of our high school graduates, to provide the

economy with a well- and currently trained workforce, and

to meet the institutions' needs for renewed and expanded

physical plants.

The scope for Universit)'-wide initiative is extensive. The

president's office is leading a coordinated program to engage all

of the constituent institutions to serve more effectively the needs

of the state public school system for more and better-prepared

administrators and teachers (the state needs 80,000 new teach-

ers by 2010). A bond issue of $2.5 biUion for University facili-

ties, approved last fall by the state's citizens by a 73 percent

vote, could never have been gained by a decentralized set of

institutions, each pleading its own case with the state legislature

and the public.

More coordinated lobbying of the legislature and executive

agencies is enabled. The development of information technolo-

gy IS being achieved more efficiently and economically with

central guidance. Program proliferation is controlled. Even

where the institutions' boards have full delegated power over a

function (such as student recruitment or fund-raising), the

president's office can provide technical help and obtain finan-

cial support for staff development.

Substantial discretion and flexibility (with consequent

economies) have in recent years been delegated by the General

Assembly and the governor to the constituent institutions in

budgeting, purchasing, and personnel management, in place of

systems that had been closely controlled by state administra-

tive agencies in Raleigh. These measures of institutional flexi-

bility are strongly advocated by the president and the Board of

Governors.

All sixteen institutions have gained much and lost little by

being integral parts of a multicampus universit)' that is orga-

nized and operates to achieve unity in essentials while permit-

ting institutional differentiation in all else.
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Institute Launches Center

for Public Technology

As director of social services for the

State of North Carohna, Kevin

FitzGerald dealt with some of the

state's most complex information tech-

nolog}' systems. He now is apphing this

experience at the Institute as planning

director for the new ("enter for Public

Technolog).

The center's mission is to help North

Carolina governments and their partners

better understand and use information

technology to improve public services and

to strengthen their communities. In 1997

the North Carolina Association of Counn-

Commissioners commissioned the Insti-

tute to evaluate the technolog>- needs and

capacity of all 100 counties. According

to FitzGerald, "The study clearly defined

a set of critical needs and barriers to

effective use of information technology.

The Center for Public Technology is our

direct response to these needs."

The center will use teaching, research,

and technical assistance to improve the

delivery of public services and to trans-

form citizen involvement with govern-

ment. As it develops, the center will seek

ways of using technology' to improve com-

munication within indi\idual governments

and between those governments and their

many private and public partners.

"We are creating several advisory

groups drawn from state and local gov-

ernment, other academic units and insti-

tutions, technolog}' companies, and other

private companies and nonprofit organi-

zations doing business with government,"

FitzGerald explains. "These partners

will guide the formation of the center

and its operation, help select and partici-

pate in demonstration projects, and help

generate adequate support and access to

specialized technical expertise when it is

needed."

The center is in start-up mode. In Jan-

uary, more than 180 local and state

government employees attended a train-

ing session that offered practical advice

on managing and procuring technology

proiects. Also, information technology

training sessions have been added to the

Institute's existing course offerings on

topics ranging from streamlining gov-

ernment processes to information tech-

nology and citizen involvement.

In early February the center went on-

line with a new Web site, www.cpt.unc.edu.

The site offers information about the

center's services and provides technology

resource links for local governments. In

the future, FitzGerald says, the site will add

an information clearinghouse on public

technology issues. Through the clearing-

house, local and state government offi-

cials will be able to obtain unbiased, reli-

able, and helpful information about peers"

experiences with new business processes,

specific hardware, network and software

applications, best practices, and results of

demonstration projects.

"We also hope to find funding to

establish an 'eGovernment' demonstra-

tion lab in the expanded Institute build-

ing," FitzGerald adds. "The lab would

allow existing software to be demon-

strated and new software to be modeled

and tested before governmental units

make purchase decisions. It would sup-

port the creation of better, more service-

able products by enabling governments

and various private, public, and non-

profit partners to collaborate on soft-

ware development."

The center is currently supported by

planning funds from The University of

North Carolina at Chapel Hill, the North

Carolina Association of Count}' Commis-

sioners, and the Rural Internet Access

Authority and through a demonstration

project in rural eastern North Carolina.

For more information on the Center

for Public Technology, check the Web site,

www.cpt.unc.edu, or contact Kevin Fitz-

Gerald, phone (919) 962-430', e-mail

kfitz@iogmail.iog.unc.edu.

—Ann C.dry Simpson

Grantham Joins Institute Faculty

h ' " - imberly M. Grantham joined the

Institute in February as assistant

J professor of public law and gov-

ernment. She specializes in real and per-

sonal properrv' records, propert)' tax col-

lection, state and local taxation, notaries

public, and privilege license taxation. All

of these areas were formerly handled by

Professor William A. Campbell, who be-

gan a phased retirement in March.

Before taking a position at the In-

stitute, Grantham was assistant county

attorne\' in Durham County, represent-

ing the count}' in tax assessment and col-

lection matters. From 1994 to 1997, she

also served as the assistant general coun-

sel for the North Carolina Association of

County Commissioners, in Raleigh.

Grantham is a Phi Beta Kappa gradu-

ate of The University' of North Carolina

at Chapel Hill, earning her B.A. with dis-

tinction in 1991. She received her J.D.

from Duke University Law School in

1994. Her professional memberships in-

clude the North Carolina State Bar, the

American Bar Association, the North

Carolina Bar Association, and the North

Carolina Association of Black Lawyers.

A native of Onslow County, Grantham

is married and is the mother of two

\'oung daughters.

At the Institute, Grantham can be

reached bv telephone at (919) 966-4169

and b\' e-mail at granthamte'iogmail.iog.

unc.edu.

—Ann Cary Snnpsou
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Off the Press

Guidebook for North Carolina

Property Mappers
'William A. Campbell

Third edition, 2001 • $14.00'-

A Guide to the North CaroHna
Local Government Performance

Measurement Project

Edited by William C. Rivenbark

2001 • $55.00=^-

Discusses legal subjects important to the work of

property mappers, land records managers, and count}'

assessors. Includes chapters on the law of real property,

land records and basic title searching, listing of property

and determination of ownership for purposes of the ad

valorem property tax, and recording requirements for

maps and plats.

A Guide to Uie

North Carolina

Loci) Government

Performance

Measurement

Projea

-.

^ -*-- ""-^

m m^'--"

Presents the methods de\'eloped and used by the

North Carolina Local Government Performance

Measurement Project, an effort to encourage the use

of performance measurement and benchmarking to

produce comparable performance and cost data and

to promote data use for the purpose of service or

process improvement. The guide represents the work

of local government officials in North Carolina who

are committed to improving the numerous services

pro\ided b\' cities and counties.

North Carolina Crimes:

A Guidebook on
the Elements of Crime

Robert L. Farb

Fifth edition, 2001 • $37.00'-

A reference book for law enforcement officers, judges,

and criminal lawyers on substanti\e criminal law in

North Carolina. Outlines the elements of several hundred

criminal offenses. Each outline explains the offense,

reprints relevant statutes, and cites relevant case law.

Also covers criminal states of mind, bars and defenses,

participants in crime, and attempts and conspiracy. The

fifth edition replaces the fourth edition, 1995, and the

1997 supplement.

Recent Publications

The Law of Employment in North Carolina's

Public Schools

Robert P. Joyce

2001 • $45.00'-

Boards of Adjustment Workshop, August 2000:

Course Materials and Videotapes

(set of four tapes)

Videotapes feature Institute of Government

faculty members Richard D. Ducker and

David W. Owens.
2001 • $50.00'-

North Carolina Juvenile Code and Related

Statutes Annotated

Published b\ LEXIS
2000 edition, including CD-ROM • $4700'-

ORDERING INFORMATION
Subscribe to Popular Government and receive the

next four issues for $20.00*

Write to the Publications Sales Office, Institute of Government,

CB# 3330,UNC-CH, Chapel Hill, NC 27599-3330

Telephone (91 9) 966-41 19

Fax (91 9) 962-2707

E-mail khuntvSiogmail.iog.unc.edu

Web site http://ncinfo.iog.unc.edu/

Free catalogs are available on request. Selected articles are available

online at the Institute's Web site.

To receive an automatic e-mail announcement when new titles are

published, join the New Publications Bulletin Board Listserv by visiting

http://ncinfo.iog.unc.edu/pubs/bullboard.html.

*N.C. residents add 6% sales tax

Sales prices include shipping and handling.
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The Institute of Government Foundation, Inc.

YOUR SUPPORT COUNTS!
Gifts to the Institute of Government keep our statewide programs strong and provide needed funds for

new initiatives such as the expansion and renovation of our home, the Knapp Building. The Institute

of Government Foundation welcomes gifts of cash, securities, real estate, equipment, and other items from

individuals, businesses, foundations, and associations throughout North Carolina.

To make a gift or receive information, contact the Institute of Government Foundation, c/o Ann Simpson,

CB# 3330 Knapp Bldg., Chapel Hill, NC 27599-3330. Telephone (919) 966-9780, fax (919) 962-8800.

Contributions may be made on-line through our Web site at ncinfo.iog.unc.edu. Gifts of $2,000 or more

qualify you for UNC Chancellors' Club membership.

Working for the People of North Carolina by Supporting Quality Government


