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Executive Summary

To prepare this report, the Center conducted
several hundred interviews - with legislators,
university administrators, faculty, students,

higher education leaders nationally and in North
Carolina, and especially with current and former mem-
bers of the University of North Carolina Board of
Governors and with both winning and losing candidates
for the Board. We visited almost all of the 16 campuses
in the University of North Carolina system. We also at-
tended almost every Board of Governors meeting over
the last five years and had five chancellors of UNC in-
stitutions speak to our Board of Directors. We reviewed
all state statutes and Constitutional provisions pertain-
ing to higher education, as well as the University  Code
and administrative manuals governing local campuses.
Many of those statutes and Constitutional and code pro-
visions are reprinted in this report. We also conducted
a comprehensive analysis of governance of higher edu-
cation in other states, building on our previous report on
all 50 states' systems of higher education governance.
Finally, we sent our draft report to more than 250 re-
viewers in North Carolina and across the country, invit-
ing their comments and criticisms. Over an eight-month
period, we then responded to their criticisms and com-
ments with changes, additions, deletions, or clarifica-
tions. We believe this has resulted in a report that is fac-
tual, fair, and a lasting contribution to the field of higher
education policy analysis.

This report opens with a brief history of the UNC
Board of Governors. For a more complete history,
see the first report in this four-part series, entitled

Reorganizing Higher Education in North Carolina:

What History Tells Us About Our Future.
This report then analyzes the selection of the Board

of Governors by the North Carolina legislature. We are
one of only two states whose central higher education
governing board is chosen by the legislature. We ex-
amine North Carolina's statutory design and how the
process actually works in practice. We also examine
ways other states select higher education boards - by
gubernatorial appointment, public election, or screening
panels - as well as the selection process for the 16 local
campus boards of trustees in North Carolina.

Our research next turns to the composition of the
Board of Governors. We provide a list of everyone who
has ever served on the Board since 1972, and analyze
the legislature's record in electing women, minorities,
and members of the minority political party to the Board.
We also examine geographical balance on the Board, as
well as student representation.

Next, the report examines the powers of the Board
of Governors. This section builds on the second report
in our four-part series, entitled  Governance and Coor-
dination of Public Higher Education in All 50 States,
which compared the powers of all higher education gov-
erning boards and agencies in all 50 states. Here, we
focus particularly on powers the UNC Board of Gover-
nors has but which are sometimes overridden or second-
guessed by the legislature, such as its powers over the
16 campus budgets and the power to set tuition and fees.
Then we examine powers the Board has not yet fully
utilized, such as its power for master' planning to develop

Executive  Summary ix



Tfi (Ceirnteir°9s Hirst 1 epo r :
Reorganizing Higher Education in

North Caro lina:  What History Tells Us About Our Future

n this 74-page report published in 1999 ,  the Cen-
ter recounts  how the  UNC Board  of Governors was

created by  the 1971 N.C. General Assembly. The
Higher Education Reorganization  Act was  the result
of an intense legislative struggle that pitted then-Gov-
ernor Robert  W. Scott  against leaders and key sup-
porters of the six -campus Consolidated  University of
North Carolina.

Under the 1971 legislation ,  10 campuses were
added to the system ,  local campus Boards of Trustees
were retained,  and a new 32-member  UNC Board of
Governors was created to govern the system. This
Board has the power to submit a unified budget for all
16 campuses, approve academic programs,  and elect the
system President and the 16 campus chancellors.

Legislators at the time sought relief from the
pressure of competing demands for funding of higher
educational institutions ,  while University leaders
wanted to shield their campuses from interference by
politicians .  Much of the legislative debate focused
on the size ,  composition ,  and powers of a proposed
governing board for all public universities in North
Carolina. Supporters of restructuring argued that
such a board was needed to develop a statewide plan
for higher education ,  to end harmful competition
among campuses ,  to deal with inequities in funding
among the campuses ,  and to eliminate duplication in
higher education programs.

Opponents argued that restructuring would re-
verse the success achieved by the University of North

Carolina (particularly at UNC-Chapel Hill) and
would not improve the allocation of resources and
programs among the state's public colleges and uni-
versities. Other concerns included whether the state's
regional universities, as well as the state's five his-
torically black universities, would  gain  or lose under
a revamped system; whether a new system would
prevent each campus from running to the legislature
independently for funds; and whether election of the
Board of Governors by the legislature was the best
way to achieve a representative, independent board.

Many of the issues discussed during that time
still resonate in public debate over higher education
today, including the following:

(1) How  to handle booming enrollment -  In
the 1960s and the 1970s, the state faced a record
surge in enrollment from the Baby Boom, which led
state legislators to add 10 campuses to the existing
six-university system. Similarly, an estimated 48,000
additional students - the children and grandchildren
of the Baby Boomers - are expected by 2008. In
2000, the legislature and the public approved a $3.1
billion bond issue for a multi-year building plan for
public universities and community colleges.

(2) How  to achieve equity in funding among the
16 campuses  - The University system includes
schools as large as N.C. State University with 30,148
students and as small as the N.C. School for the Arts
in Winston-Salem with 829 students. Funding equity
is a long-term  issue  for the system, and it means

"a long-range plan for a coordinated system of higher
education." Next, we discuss the University's desire for
more control over building projects, purchasing and
contracting, personnel, and budgeting. And, we look at
how the University is treated differently from other state
agencies in these areas and its successes and failures

with this flexibility.
A major section of the report follows on the allo-

cation of powers between the statewide Board of Gov-
ernors and the 16 local campus boards of trustees. North
Carolina is one of only two states where the powers of
campus boards of trustees are not spelled out in state
statutes but left to the discretion of the statewide board.

In this section, we examine the delegations of power in
The Code  by the Board of Governors to the campus
boards of trustees and the roles of these local boards.

We focus particularly on five areas of contention in
this allocation of powers - questions of equity in fund-
ing for the 16 campuses, lobbying of the legislature by
the campuses in concert with or in conflict with the
Board of Governors, intercollegiate athletics, admissions
standards and goals, and special treatment for research
universities.

Finally, the Center makes 11 recommendations de-
signed to improve governance of public universities in
North Carolina. These recommendations are based di-

x (Executive Summary



different things to different schools. For fast-growing
schools such as UNC-Charlotte, it may mean funds
to meet enrollment demands, whereas for historically
black schools such as N.C. A&T State University in
Greensboro, it may mean catch-up funds for decades
of racial segregation.

(3) How to improve access to higher education
for minorities , especially at the state's five historically
black universities and the University of North Caro-
lina at Pembroke, a school with roots in providing
higher education for Native Americans  - One of the
first issues faced by the original UNC Board of Gov-
ernors was racial desegregation. In 1973, a federal
district court ordered the system to increase enrollment
of black students, upgrade academic programs, and
increase funding at the historically black universities.
Recent state budgets contained $20 million to meet
repair and renovation needs at the five historically
black universities, as well as UNC-Pembroke. The
state budget also has included additional funding for
a Biomedical/Biotechnology Research  Institute at
N.C. Central University in Durham.

(4) How to prevent each campus from running
independently to the legislature  for funds  or changes
in law  - Part of the impetus for the 1971 legislation
that restructured university governance was that indi-
vidual campuses were adding programs and making
budget requests without regard to what the other col-
leges  and universities were doing, said the late
Kenneth Royall, Jr., a powerful legislator for decades.

rectly on our research findings, which are summarized
in Chapter Six in long form and in this Executive Sum-
mary in shorter form. These findings are documented
in 42 tables, including rankings for all 50 states on state
support for higher education, tuition rates, and college-
going rates. The findings also document all minority,
female, and minority political party members of the
Board of Governors in comparison with their percent-
ages in the population; a 34-year history of tuition in-
creases; records of contributions to political candidates
by University-related political action committees; minor-
ity enrollment by UNC institution; Carnegie Classifica-
tions for all 16 campuses; six-year graduation rates for

Royall, who was head of the House Appropriations
Committee in 1971, told the Center before he died,
"Listening to all 16 institutions and their requests -
well, you wanted to be fair. But money was limited.
What it came down to back then was who had the
best lobbyist." In 2005, the University system was
tested when supporters of UNC-Chapel Hill and N.C.
State University independently lobbied the General
Assembly for tuition increases without prior approval
by the UNC Board of Governors.

(5) How  to meet the state Constitution's man-
date  for affordable  university education while main-
taining academic excellence  - A key piece of the
University's heritage is the provision of the state Con-
stitution which reads, "The General Assembly shall
provide that the benefits of the University of North
Carolina and other public institutions of higher edu-
cation, as far as practicable, be extended to the people
of the State free of expense." Thus, North Carolina's
average tuition levels historically are among the low-
est in the nation. However, tuition for N.C. residents
increased 71 percent over a five-year period from

1999-2004.
It's been said that our only real crystal ball is a

rearview mirror, and the 1971 legislation that restruc-
tured the University system tells us a lot about higher
education's future. Knowing our University system's
history can help the university, policy-makers, and the
citizens of North Carolina understand its past, gov-
ern in the present, and better prepare for the future.

football players on UNC campuses; a history of college
rankings  for N.C. public institutions  by  U.S. News and
World Report ;  a history of public votes on higher edu-
cation bond referenda; a 20-year record of debt service
attributable to state borrowing for University building
projects; state appropriations to 37 private colleges and
universities ;  and four measures of college-going rates.
And, as part of the Center's efforts to give a fair and bal-
anced analysis of various policy options ,  the report in-
cludes tables showing the advantages and disadvantages
of legislative elections of higher education boards vs.
gubernatorial appointment ;  the allocation of powers

-continued
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The Cellnte °9s Second Repoirt:
Governance and Coordination of

,Public Higher Education in All 50 Stapes

n this  report published in 2000 ,  the Center identi-
fied three basic state higher education governance

structures throughout the country. These structures
are:

ll. Consolidated Governing Board Systems (24
states, including North Carolina)
In these states, all public institutional governance

is centralized into either one or two governing boards.
There is either one statewide board whose primary
duty is to  govern  all public postsecondary institutions
in the state, or there are two multi-campus boards that
divide the governance of the state's public institutions
between the two of them. Statewide  coordination  of
higher education policy and planning may be the re-
sponsibility of this same consolidated governing
board by statute or convention, or it may be the duty
of a separate board or agency.

2. Coordinating Board Systems: (a) Regulatory
and (b) Advisory (24 states)
In these states, central coordinating boards serve

as liaisons between state government and the govern-
ing boards of individual institutions. These central
coordinating boards have no governance authority.
Instead, governance responsibilities are in the hands
of institutional boards, three or more multi-campus
boards, or a combination of institutional and multi-
campus boards.

a. As part of their responsibility to coordinate
higher education efforts throughout the state,  regu-
latory coordinating boards  generally have the author-
ity to approve and eliminate academic programs at
public institutions and to exercise some degree of
regulatory power over the budgetary process. For in-
stance, some regulatory boards present consolidated
budgets, some may reject proposed budgets from in-
dividual campuses, and some review and submit in-
dividual campus budgets to the governor and the leg-
islature (21 states).

b. Advisory coordinating boards  have no real
power  per se,  though their recommendations may be
influential. They have the authority to review propos-
als to create new academic programs and to review
existing programs, but their role is limited to provid-
ing advice to the state legislature, governor, or other
higher education boards. The same holds true for their
ability to influence university budgets (3 states).

3. Planning  Agency Systems (2 states)
In these states, there is no statewide board

charged with higher education coordination or gov-
ernance. There is only a planning agency that facili-
tates communication among institutions and educa-
tion sectors and performs a voluntary planning
function. Governance is the responsibility of insti-
tutional boards on each campus or of multi-campus
boards.

Where  North  Carolina Leads an
Lags  in Higher Education

The Center identified several areas where North Caro-
lina leads in public higher education:

o North Carolina's public higher education system
of 16 public universities and 59 community col-
leges has the 9' largest student enrollment among
the 50 states.

o North Carolina ranks 61' among the 50 states in
total state funding for public universities and com-
munity colleges.

o The average salary for full-time faculty at North
Carolina's four-year public universities is among
the highest (now 111) in the nation.

c North Carolina has the largest number of  public,
four-year, historically black colleges and univer-
sities, with five such institutions.

c In comparing the total number of public and pri-
vate colleges, universities, community colleges,
and technical institutes, North Carolina has the
101' highest percentage (60.7%) of  public  institu-
tions of any state in the country.

In some areas, North Carolina lags behind other
states, as follows:

G According to the 2000 National Education Goals
Panel Report, North Carolina ranked 341 in col-
lege-going rates at 54%, as measured by the num-
ber of high school graduates going to college over
a 12-month period. Massachusetts led at 73%,
Nevada was lowest at 40%, and the national av-
erage was 57% (see page 114 for the latest data
on college-going rates).
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North Carolina is one of only seven states that
have no central board or agency charged with
planning or coordinating higher education policy
for  both  the two-year and four-year public insti-
tutions. The University system is governed by the
UNC Board of Governors, the community college
system is governed by the State Board of
Community Colleges, and the 36 private colleges
and universities are independently governed by
campus-level boards of trustees.

Unique Features of North Carolina's
System of Governance of Higher
Education

• North Carolina had the first public university to
open its doors to students.

• North Carolina has a unique provision in its state
Constitution mandating that "The General Assem-
bly shall provide that the benefits of the Univer-
sity of North Carolina and other public institutions
of higher education, as far as practicable, be ex-
tended to the people of the State free of expense."
This explains why the average tuition for state
residents is consistently among the lowest in the
50 states.

• The UNC Board of Governors is one of only two
central, state-level governing boards whose mem-
bers are elected by the legislature (New York is
the other state). Members of 43 higher education
boards in other states are appointed by governors.

• And, North Carolina is one of only two states
where the amount of power given to campus
boards of trustees is not spelled out in state stat-
utes but left to the sole discretion of the UNC
Board of Governors (Utah is the other state).

National  Trends  in Higher Education
Governance

The Center also highlighted four key  national  trends
in higher education governance. First, between 1950

and 1970, 47 states established either coordinating or
governing boards for public higher education, but
now another wave of changes in governance has be-
gun. Second, 11 states have implemented new ac-
countability measures for public colleges and univer-
sities, and governors and legislators are linking
additional money for higher education to important
state goals. By 2005, 46 states required reporting on
higher education's performance, 21 states used per-
formance as one factor in budgeting, and 15 tied
funding directly to performance of public universi-
ties on outcome measures.

The third trend is a projected 19 percent increase
nationally in college enrollment, with 48,000 more
students expected in North Carolina's public univer-
sities by 2008. Fourth, since 1996, most state legis-
latures - including North Carolina's - have been
appropriating funds to colleges and universities at a
rate significantly ahead of inflation rates.

However, this trend was tempered by the predic-
tions of the late Harold A. Hovey, who served as
president of State Policy Research and as the top
budget officer in both Illinois and Ohio. Hovey esti-
mated that 39 states would have deficits by 2006.
Hovey described higher education as "a balance

wheel in state finance," which means it receives
higher-than-average appropriations when times are
good (as in the late 1990s) and lower-than-average
appropriations when times are bad (as in the late
1980s and early 1990s). Consequently, the outlook
for higher education was not very good, said Hovey.

The Center's 236-page study contained a com-
prehensive review of all 50 states' statutes on gover-
nance and coordination of higher education. It in-
cluded 36 tables comparing all 50 states in funding
for higher education, student enrollment, student tu-
ition and fees, faculty salaries, and numbers of public
and private universities and community colleges,
among other factors. It also included a description
of the boards and agencies governing or coordinat-
ing higher education in each state and the advantages
and disadvantages of each system. Finally, it com-
pared the power of each of these boards in many
areas, including the power to set budgets for public
universities, the power to establish or terminate
academic programs, and the power to make higher
education policy.
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between the statewide board and local campus boards
of trustees; public universities' search for private money;
special exceptions for universities from policies appli-
cable to other state agencies; and whether to pull re-
search universities out of the current governance system
in some fashion.

The Center especially wants to thank the UNC
President's office and staff, as well as the 16 campuses,
for their cooperation and help with this project. They
are dedicated public servants who want no less than the
best for North Carolina's public universities. We espe-
cially appreciate their careful review of our draft report
and their helpful comments and suggestions that im-
proved the accuracy, fairness, balance, and comprehen-
siveness of this report. Though there may be honest
policy differences among the University, the legislature,
the campuses, other policymakers, and the Center, these
differences do not lessen our admiration for the dedica-
tion of all these public servants.

G°3c®osmrni wca'146®oso

Selection and Composition of the Board of
Governors

1. The North Carolina General Assembly should
enact legislation to change  the process of select-
ing the UNC  Board  of Governors  from having the
legislature  elect  all members  of the Board of
Governors  to a system  where the Governor would
appoint 24  of the  32 members with confirmation
by the  state Senate and House of Representa-
tives. Four of the eight  remaining appointments
should be made  by the state  Senate  and four by
the House .  These changes should be phased in
to avoid loss of momentum and continuity on the
Board.

To recap our findings and the reasons for this rec-
ommendation from Chapter Two:

  In 46 states, governors appoint all or some members
of statewide public higher education boards, with 31
of these states requiring state senate approval of the
gubernatorial appointments. The UNC Board of
Governors is one of only two central, state-level gov-
erning boards to which all voting members are
elected by the legislature.

o The legislature is not doing its job in generating a
large pool of applicants for positions on the Board,
and the legislature is not doing its job in screening
applicants to select the best Board members because
it pays little attention to asking applicants about their
qualifications for the Board, their demonstrated in-
terest in higher education, their views on higher edu-
cation policy questions, or their ideas for improving

the system. Even if the legislative nominating com-
mittees ask for such information, they do not discuss
it or seem to use it in their decisionmaking. One re-
cent candidate for the Board of Governors told the
Center that of the more than 70 legislators the can-
didate spoke with in seeking election to a Board seat,
only one lawmaker asked  any  questions about the
candidate's qualifications, interest in higher educa-
tion, ideas for improving the university system, or
positions on higher education issues.

  The selection process has become highly politicized.
UNC Board members and their families gave a total
of $425,720 to state political campaigns between
1995 and 2000, giving the appearance that they can
buy a seat on the Board. And, at least five of the 32
members of the Board of Governors are or have been
lobbyists and thus may have both the University and
corporate or other clients' interests pending before
legislature at the same time. The Political Action
Committees of current or former employers of mem-
bers of the Board of Governors gave an additional
$2 million to legislative and state-level campaigns in
the same period. According to Bob Hall of Democ-
racy South (a nonprofit organization that examines
the impact of money on North Carolina political
races), only the N.C. Board of Transportation has a
higher concentration of big political donors.

  The process of election of the Board by the legisla-
ture is increasingly partisan in what is now a two-
party state. Historically, the minority party has been
granted four seats (or 12.5 percent) on the 32-

member board, but the Republican Party now holds
78 seats, or 46 percent, of the 170-member legisla-
ture. Of the state's registered voters, 34.7 percent are
Republicans, as of January 2006. This will increas-
ingly result in higher education policy issues being
turned into partisan disputes.

  Advocacy for particular campuses is increasingly
coming back into the process of election of Board
members by the legislature.

  Governors are more likely than the legislature to ap-
point a diverse slate of candidates that more accu-
rately reflect the state's demographic make-up by
race and ethnicity, gender, geographic region, and po-
litical party affiliation.

  Consistency in higher education policy is desirable,
and it is counter-productive to consistent university
governance to have the Governor making appoint-
ments to local campus boards but not to the statewide
Board of Governors.

As North Carolina has become a two-party state,
partisan politics also has become a more noticeable fac-
tor in the legislature's choice of candidates for the UNC
Board. Former Rep. Gordon Allen (D-Person) notes that
when the Board of Governors system was created in
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1972, the Democratic Party was firmly in power in North
Carolina, and state lawmakers simply did not anticipate
that partisanship would become a factor in elections for
the UNC Board. Allen says, "There was no pressure by
the party then [to support party-backed candidates for
the Board of Governors]. And there was a fair amount
of lobbying of members by members" of the General
Assembly. Allen says, "I can't imagine any process that
has broken down as much as this one has. It's become
a purely political matter." Allen was one of only three
legislators serving in the General Assembly in 2004 who
also was a legislator when the UNC Board of Governors
and the 16-campus university system was created in
1971.

Former House Speaker Harold Brubaker (R-

Randolph), who was the Co-Chair of the 2003 House
Select Committee on Board of Governors Nominating,
says, "As a result, you lose good people who are intimi-
dated by the process and do not like coming into a en-
vironment in which they are unfamiliar."

Senator Tony Rand (D-Cumberland), Chairman of
the Senate Rules Committee since 1999, Majority
Leader, and a former member of the Senate Education
Appropriations Committee, says politicking associated
with the current selection process is a key factor discour-
aging good candidates from seeking service on the
Board of Governors. "It's an unseemly process," he says.
"The people who you hope are most influential and
aware and concerned about North Carolina and its in-
stitutions are not going to come up here beseeching us
for entry into the kingdom of heaven."

He adds, "It would be a more stately process if the

Governor was doing it. The Governor can prevail upon
good people to run for seats. They wouldn't have to
come up here and go through the wrenching process we
have now." Rand says that having the Governor select
UNC Board members also would give the system clearer
lines of accountability because a single person - the
Governor - would have to answer for his or her choices
of University Board members, as opposed to the way
legislators can now deflect criticisms by citing overall
election results.

In their book on university trustees, Clark Kerr and
Marian Gade recommend that public boards "be of
mixed origin" - with more than one source of appoint-
ment as with  ex officio  members (except individuals who
also control the budget), and as with some elected mem-
bers supplemented by appointed or  ex officio  members
or both. The Center recommends that North Carolina
implement a mixed approach by giving the Governor
power to appoint 24 members of the 32-member UNC
Board, with confirmation by the Senate and House. The
current selection process for the local campus boards of
trustees already allows the Governor to appoint mem-
bers of  local  boards. Such a change would make the
process of seeking Board membership less onerous to
qualified persons, many of whom are wary of having to
campaign for seats for weeks in the halls of the Gen-

eral Assembly. And, coupled with Recommendation #2
below, this recommendation will bring more diversity to
the Board of Governors, since the Governor can more
easily present a balanced slate of women, racial minori-
ties, and members of the minority political party.

2. The Governor  and/or the General  Assembly
should make their appointments more accurately
reflect the proportions of women and racial and
ethnic minorities in the state's population, the
proportions of registered voters in each political
party and those who are not affiliated with a po-
litical party ,  and the proportion of the population
residing in the western ,  Piedmont ,  and eastern re-
gions of the state.  North Carolina 's statute should
be amended to read like Kentucky 's, which says
the Governor  must  " assure broad geographical
and political representation; assure equal repre-
sentation of the two sexes,  inasmuch as possible;
assure no less than proportional representation of
the two leading political parties of the [state]
based on the state's voter registration; and assure
that appointments reflect the minority racial com-
position of the  [state]:'

As a result of a lawsuit challenging the law setting
aside all three categories of  guaranteed  seats, as dis-
cussed in Chapter Three, the 2001 General Assembly
repealed the language in the statute that required four
designated seats for women, four for racial minorities,
and four for the minority political party. The statute, as
amended, now reads, "In electing members, the objec-
tive shall be to obtain the services of the citizens of the
State who are qualified by training and experience to
administer the affairs of The University of North
Carolina. Members shall be selected based upon their
ability to further the educational mission of The Univer-
sity through their knowledge and understanding of the

(a) [Members of the Board of Governors] shall

be elected by the Senate and House of

Representatives. Sixteen members shall be

elected at the regular legislative session in

1993 and every two years thereafter. The

Senate and the House of Representative shall

each elect one-half of the persons necessary

to fill the vacancies on the Board of

Governors.

N.C.G.S. §116-6 (EXCERPTED)
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Advantages and Disadvantages of the
Current System of Election of Members of the

UNC Board of Governors by the N.C. General Assembly and
of an Alternative System of Appointments by the Governor

Advantages of Election  of the UNC  Board by the Legislature

1. Election of Board members builds bridges and forces
conversation between members of the N.C. General
Assembly and UNC Board of Governors.

Disadvantages of Election of the Board by the Legislature

I . Legislators who are alumni of particular UNC
campuses tend to support candidates who will look
after the campuses of their choice, rather than
candidates who will have the best interests of the 16-
campus system at heart. Also, legislative leaders
historically have directed extra funds to campuses in
their districts.

2. The process of election by the legislature fits within
the state's tradition of a legislature that is heavily
involved in appointments and elections to public
boards in the executive branch.

3. Having to lobby legislators for seats makes Board
members more responsive to elected representatives
rather than to the governor or a particular university
campus.

4. Supporters of the current election process believe it
has generally produced effective and dedicated Board
members.

5. Historically, the process required at least minimal
representation (4 seats each) on the Board for women,
racial minorities, and members of the minority
political party. [This requirement was repealed in
2001, however, in favor of a provision that says
members shall be selected based in part upon their
"economic, geographic, political, racial, gender, and
ethnic diversity."]

2. Election of the Board by the General Assembly may
violate the state constitutional requirement of separa-
tion of powers under the state Supreme Court's
decision in  Wallace v. Bone,  a seminal case involving
legislative appointments to policymaking boards in
the executive branch.

3. The process is outmoded and has become highly
subject to partisan politics and does not fit with North
Carolina's current status as a two-party state. The
process is too political, with lobbyists on the Board
who represent their corporate clients as well as the
University, and Board members who contributed a
total of $425,720 to state political campaigns between
1995 and 2000. This gives the appearance that it is
possible to "buy" seats on the Board.

4. The process may discourage good candidates from
running for seats on the Board because they think the
process of lobbying legislators is too arduous and
demeaning.

Legislators do not have adequate guidelines for
choosing the most qualified candidates for the Board
and do not usually question candidates about their
qualifications or views on higher education policy
issues.

5. Over 34 years, the make-up of the Board has rarely
reflected the percentages of North Carolina's popula-
tion of women, minorities, and members of the
minority political party. And since 2001, the statute
no longer even ensures minimal representation of
women, minorities, and members of the minority
political party.

6. Only  one other state in the nation  (New York)  selects its
central higher education governing board members this
way. And, New York' s Democratic majority legislature
recently appointed all Democrats to its board,  a further
illustration that this structure is flawed.
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Advantages and Disadvantages of the
Current System of Election of Members of the

UNC Board of Governors by the N.C. General Assembly and
of an Alternative System of Appointments by the Governor, continued

Advantages of Appointment of the Members of a
Higher Education Board by the Governor

1. The Governor is elected by all state citizens, and has
more of a  statewide  perspective; legislators have a
district  perspective and usually have allegiance to a
particular campus.  Legislative leaders also histori-
cally direct extra funds to campuses in their districts.
And, having one person accountable for appointments
establishes clearer lines of accountability.

2. 46 states use a system of appointment by the governor.
Institutionally, the N.C. Governor is the seventh
weakest in the U.S., according to studies by UNC-CH
Professor Thad Beyle. If the legislature is worried
about giving the governor too much power, they can
temper the governor's appointment power by requiring
that the board appointments be subject to confirmation
by the Senate or by both the Senate and the House.
The N.C. Governor has little say in higher education
policy.

3. The legislature's record on appointment of African
Americans, women, and Republicans is not good, and
governors would be more likely to appoint numbers of
women, minorities, and Republicans in proportion to
state's population. And, having one person who is
elected statewide responsible for appointments can
help ensure representation from all geographic areas
of the state.

Disadvantages of Appointment  by Governor

1. Legislators are more attentive to regional needs and
the missions of regional universities.

2. This could give the Governor too much power.

3. Past Governors do not have exemplary records in
appointing women and African Americans to boards,
commissions and councils in the executive branch -
especially to the most important boards (e.g., the
Board of Transportation)

4. The Governor is more likely to be able to recruit good
candidates for the Board than is the case under the
current system, where candidates choose not to run
because they do not want to spend weeks in the halls
of the General Assembly lobbying legislators, and
they do not like the expectation that candidates should
make campaign contributions to legislators.

5. Other states with Governors who appoint higher
education boards say that their boards are more
effective because they are less often gridlocked by
partisan politics in the legislature.

6. It is counterproductive to consistency in higher
education policy and governance to have the Governor
making appointments to local campus boards of
trustees but not to the statewide Board of Governors.

4. The process might be just as political - appointees
are likely to be of the same political party as the
Governor and are likely to be contributors to the
Governor's campaign instead of to legislators'
campaigns, and many qualified people may not
typically contribute to political campaigns.

5. If the Governor had the power to make appointments
to the Board of Governors, the appointments could
become a tool of political patronage. Outgoing
governors could make parting-shot appointments, and
rookie governors could attempt to clean house.

6. The Governor can somewhat influence higher
education policy through the budget s/he submits and
through appointments to local campus boards of
trustees.
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educational needs and desires of all the State's citizens,
and their economic, geographic, political, racial, gender,
and ethnic diversity." While this change abolishes des-
ignated seats and recognizes the value of a diverse
Board, it does not give the legislature a goal and does
not deal with the fact that the legislature has not done a
good job historically of appointing more than just the
minimum number of women, minorities, and Republi-
cans previously required by statute.

The demographic composition of the UNC Board
of Governors has not reflected the diversity of the popu-
lation of North Carolina. From 1972 through 2004, the
number of females actually serving on the Board of
Governors has ranged from the statutory minimum of
four of 32 (12.5 percent) to a high of nine (28 percent).
Women have averaged 19 percent (199 of 1,024) of the
Board's voting membership over that 32-year period.
During the same time, the number of Board members
of a minority race has ranged from five of 32 (16 per-
cent) to nine (28 percent) Board members, and minori-
ties have averaged 20 percent (207 of 1,024) of the

Board's voting membership over that time. By contrast,
the 2000 Census showed the percentage of women in the
state's population was 51 percent while the proportions
of African-Americans and other minorities totaled 28.9

percent.  Thus, in the 32 years of electing members of
the Board of Governors from 1972 through 2004, the

N.C. General Assembly has never elected women in
proportion to their numbers in the population (51 per-

cent), and the highest number ever was 9 women or 28
percent. And, the legislature has elected proportional
numbers of minorities (28.9 percent of the state's popu-
lation) only twice in 32 years - in 1995 and 2001, when
it elected nine (28 percent) minority Board members.  As
far as the Center can determine, no person of Hispanic
ethnicity or of Asian ancestry has ever served on the
UNC Board of Governors.

The UNC Board of Governors was cited in a 1999
study by the Women's Forum of North Carolina as one
of the most powerful state boards on which women con-
tinue to be under-represented. As former Z. Smith
Reynolds Foundation executive director and former
UNC-Chapel Hill trustee Tom Lambeth puts it, "Ques-
tions get asked in a group that includes women and
minorities that are not asked if they are not on the board.
That seems especially important when you are talking
about higher education."

It is also important that the University system be
understood and supported by members of both major
political parties. From 1987 through 2001, state law

Comparison of (ANC Board of Governors Membership with
State Demographics by Gender, Race, and Ethnicity

2003-04 Board 1972-73 - 2003-04
N.C. Population,*

2000 Census

of Governors
Membership

Board of Governors
Cumulative Average**

Women 51.0% 8 (25%) 199 of 1,024 (19%)
Men 49.0% 24 (75%) 825 of 1,024 (81%)
Whites 72.1% 25 (78%) 807 of 1,024 (79%)
African Americans 21.6% 7 (22%) 207 of 1,024 (20%)
Hispanics 4.7% 0 ( 0%) 0 of 1,024 ( 0%)
Asians 1.4% 0 ( 0%) 0 of 1,024 ( 0%)
Native Americans 1.2% 0 ( 0%) 12 of 1,024 (1%)

*  Population percentages do not sum to 100 percent because Hispanic is considered an ethnicity  by the U.S.
Census Bureau,  rather than a race.

** Calculated as percentage of possible seats in each category on an annual basis, coinciding with the Board
term of service .  For example ,  women have held seats 199 times of the possible 1,024 times a seat could
be held  (32 seats times 32 years, with Board years beginning on July 1 of one calendar year and ending on
June 30 the following year).
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Comparison of Legislative Composition by Political Party and
2004 Statewide Voter Registration with

UNC Board of Governors Voting'  Membership

Democrats  (%) Republicans (%) Unaffiliated/Other (%)

Serving in 2003-04 88 of 170 (52%) 82 of 170 (48%) 0 of 170 (0%)
NC General Assembly
(120 House & 50 Senate)2

Overall Average for 1972-2004 121 of 170 (71%) 49 of 170 (29%) 0 of 170 (0%)3
NC General Assembly

Voting Members, 2004-05 23 of 32 (72%) 9 of 32 (28%) 0 of 32 (0%)
UNC Board of Governors

Average Number of Voting Members, 843 of 1,024 (82%) 179 of 1,024 (18%) 8 of 1,024 (1%)
1972-2004, on the Board of Governors4

2004 Statewide 2,406,712 (47.5%) 1,747,276 (34.5%) 917,521 (18.1%)
Voter Registrations

Emeritus  and  ex officio  members do not vote and are not included in this table.
s When the N.C. General Assembly conducted the Board of Governors election in 2003, there were

88 Democrats and 82 Republicans. Two members of the legislature changed parties later in the year,
changing the partisan composition to 86 Democrats and 84 Republicans.

3 Former Rep. Carolyn Russell (R-Wayne) was elected as an unaffiliated candidate in 1990, but became a

Republican.

° Calculated as a percentage of possible seats in each category on an annual basis. For example, Republicans
have held 179 seats of the possible 1,024 times  a seat  could be held (32 seats times 32 years).

The N.C. State Board of Elections reports 5,071,509 registered voters in North Carolina, as of April 10,
2004.

mandated that at least four of the 32 voting seats be al-
located to "members of the political party to which the
largest minority of the members of the General Assem-
bly belongs," thereby guaranteeing that at least 12.5
percent of the Board would represent the predominant
minority political party. Over the 34-year period since
the Board of Governors was created (with the exception
of 1995-1996 when Republicans held 92 of the total 170
seats in the legislature), Republicans have been the mi-
nority party in the N.C. General Assembly.

The number of Republicans in the General Assem-
bly has risen from 31 of 170 legislators in 1971, to 34
in 1981, to 53 in 1991, to 73 in 2001, and to 78 in 2005.
The Republicans' high point in the General Assembly
was 1995 when the party elected a total of 92 legisla-
tors, controlled the 120-member state House, 68-52, and
had 24 seats in the 50-member Senate. The Republi-
cans also held a 61-59 majority in the House in 1997-
98, a 60-60 tie in 2003, and a 61-59 edge in 2004. Ac-
cording to information compiled by the N.C. State Board

of Elections, the percentage of registered Republicans
in the state increased from 22.9 percent in November
1972 to 29.6 percent in November 1988 to 34.7 percent
of registered voters in January 2006.

Since 1973, Republicans have held from one to 13
or 3 to 41 percent, of the 32 voting seats on the Board
of Governors in any given year. The Republican high
points were 1997 and 1998, when the party held 13 or
41 percent, of the voting seats. Overall, since 1972, the
percentage of Republicans on the UNC Board of Gov-
ernors has averaged 17 percent, or 179 of 1,024 possible
seats.

Thus, the percentage of members of the UNC Board
who are members of the minority party has exceeded
12.5 percent only a few times.  And, the percentage of
seats held by the minority party has always been sig-
nificantly smaller than the minority party's percentage
of registered voters in the state.  If the Board of Gover-
nors does not begin to reflect North Carolina's two-party
system, the Board and the University will retain only the
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allegiance of Democrats and lose the support of Repub-
licans. As the late Senator Hamilton Horton (R-Forsyth)
said in 2005, the Board of Governors is becoming "a par-
tisan political preserve of one party."

The Center's recommendation also includes a com-
ponent to ensure more geographical balance among the
Board's membership. Currently, statutes governing 24
higher education boards in 22 states mandate some form
of geographic representation. The percentage of the
state's population that lives in each region is 22 percent
in the west, 48 percent in the Piedmont, and 30 percent
in the east. The 2003-04 Board of Governors had five
members from the west (16 percent), 21 from the Pied-
mont (66 percent), and six members (19 percent) from
eastern North Carolina.

The Center's research also shows that the statutory
goal of having double the number of candidates for
seats available on the Board of Governors is not being
met under the current process. N.C.G.S. §116-6(c)

Swain

UNNC Board of Governo rs Voting Membership by
Geographic Region, 1997-2004
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Population%  Membership 1997-98*
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states in part that "the slate of candidates shall list at
least twice the number of candidates for the total seats
open." However, in 1999, 2001, and 2005, the ballots
submitted to the N.C. Senate contained only the num-
ber of candidates as there were Board positions to be
elected.

The best statutory language on Board composition
found by the Center is Kentucky's, and that is what we
recommend for North Carolina. Kentucky's statute
outlines goals for appointments by the Governor to the
Kentucky Council on Postsecondary Education. The
law expressly directs the Governor to "assure broad
geographical and political representation; assure equal
representation of the two sexes, inasmuch as possible;
assure no less than proportional representation of the
two leading political parties of the Commonwealth
based on the state's voter registration; and assure that
appointments reflect the minority racial composition of
the Commonwealth...."
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3. The  legislature should change the status of the stu-
dent member of the Board of Governors from
non-voting to a voting seat on the Board.

To recap our findings and the reasons for this rec-

ommendation from Chapter Three.

  Currently, 30 central higher education boards in 27
states have a statutory requirement for student mem-
bers, and on 25 of these boards, the student(s) has
the right to vote. Thus, North Carolina's Board of
Governors is one of only five boards with student
members without voting privileges.

  It is an inconsistent principle of governance in higher
education in North Carolina to grant students a vot-
ing seat on the 16 local campus boards of trustees,
but not on the statewide Board of Governors.

• Voting rights for the student have been endorsed by
the Board of Governors itself and by the boards of
trustees of N.C. State University, N.C. Central Uni-
versity, and Winston-Salem State University.

• The N.C. House of Representatives has passed leg-
islation by large margins in three separate legislature
sessions that would grant voting rights to the student
on the Board of Governors.

ii Granting a voting seat to the student representative
on the Board of Governors is one way to assure a
connection between the Board and its chief custom-
ers or consumers - the more than 196,000 students
in the 16-campus system. The student representa-
tive is invaluable in gauging the effect of various poli-
cies on students and in communicating Board of

Governors decisions back to the campuses.

u The student representative on the Board plays a key
role (a) in developing state policy on such issues as
tuition and (b) in advocating for the University sys-
tem with the public and the legislature, such as in
previous student participation in public TV special
programs on University finances and costs. Student
participation in governance also has been very im-
portant in building support for the Board's "strate-
gic directions" and in publicly disseminating infor-
mation about the rationale behind the Board's deci-
sions. Students have proved they merit voting rights
with these responsibilities.

Terms of Board Members

4. The N.C. General  Assembly should increase the
length of terms  of University  Board  of Governors
members from four years with a three-term limit
to six years with a two -term limit .  These changes
should be phased in to avoid loss of momentum
and continuity on the Board.

Interviews for this report showed almost unanimous
support for a return to longer terms for members of the

Board of Governors. Thirty-nine of the 53 central higher
education boards have terms exceeding four years.
Nationwide, the most common term length is six years
(23 out of the 53 public university boards).

Legislation passed in 1987 reduced terms on the
Board from eight years with a two-term limit to four
years with a three-term limit. As a result, not only do
potential candidates have to campaign for seats more
often, but Board leadership is subject to rapid turnover.
Former Board of Governors Chairman Benjamin Ruffin,
for example, had to stand for re-election to the Board
one year after he won the post of Chairman.

Even the late state Senator Kenneth Royall, Jr., the
architect of the 1987 legislation that reduced the length
of terms on the university Board, was uncertain whether
shorter terms ended up serving what he says was the
intended purpose of his bill - to open the Board to a
wider range of candidates. "We have a lot of able citi-
zens in this state, and I just thought they ought to have
an opportunity to serve on the Board," Royall told the
Center before his death. "I'm not sure now it's the best
way. There's too much politics in it."

Lengthening the terms of Board of Governors mem-
bers from four years to six years would increase conti-
nuity in higher education policy, better accommodate a
steep learning curve for Board members, and diminish
partisan political influence over Board selection when
the Governor's office or General Assembly leadership
changes hands. Finally, longer terms would allow Board
members to develop a stronger sense of institutional
memory, give them more time to become acquainted
with the complexities of university governance, and fa-
cilitate thinking and planning by Board members over
the long term.

Governance of Flagship Universities

5. The  Board of Governors and the  N.C. General
Assembly should reject any proposals to give spe-
cial "flagship status" to certain universities.

Only three central higher education boards in the
United States have the power to designate certain uni-
versities as flagship institutions - the Maryland Higher
Education Commission, the Oklahoma State Regents for
Higher Education, and the Board of Trustees of the
University of West Virginia. Among these states, only
Maryland  statutorily  confers flagship status upon an
institution - the College Park campus of the Univer-
sity of Maryland.

The Center believes it would be counter-productive
for the Board of Governors or legislature to designate
some of the state's 16 public universities as flagship
campuses. Although UNC-Chapel Hill likely would
make the flagship list and certainly would be joined by
N.C. State University, beyond that, the situation is less
clear. Some observers feel that UNC-Greensboro
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belongs in any armada of flagships, and other campuses
such as East Carolina University, N.C. A & T State
University, and UNC-Charlotte would have their advo-
cates for leading status as well.

The likely resentments that would result from a
dispute over whether certain universities should be des-
ignated as flagship universities could actually damage
those institutions seeking such status. UNC-Chapel
Hill's political connections in the General Assembly
have declined since 1939, when the percentage of state
lawmakers whose degrees came from UNC-Chapel Hill
was 43 percent. By 1997, that percentage had dropped
to 15 percent. The percentage of lawmakers who re-
ported receiving an undergraduate degree from Chapel
Hill remained at 15 percent in 1999 and increased
slightly to 16.5 percent in 2001 but dipped to 13 per-
cent in 2003. In short, the political landscape has
changed, so the desire for flagship status is unlikely to
yield the results its advocates want - more money, more
flexibility, and more prestige - and would likely trig-
ger a large amount of fighting with other public institu-
tions. Conferring the title of flagship campus on some
campuses would give special treatment to selected
schools, but it would prevent the state's public univer-
sity system from achieving equitable funding formulas
for all of its institutions and addressing  statewide  needs.

6. The Center  recommends  that the Board of Gov-
ernors, Governor ,  and General  Assembly reject
any proposal  that would (i) take  UNC-Chapel Hill
and N.C. State out of the system governed by the
Board of  Governors  and have them governed
solely  by campus boards of trustees or (ii) that
would create a separate board governing just the
research universities ,  as the California System
does.

To recap our findings and the reasons for this rec-
ommendation from Chapter Five:

  Creating a new special governance structure for the
research universities or certain flagship institutions
would hurt the state's ability to achieve equity within
the system and ignore the reason the UNC Board of
Governors was created in the first place - to end
competition among the 16 campuses where the cam-
pus with the most alumni or strongest lobbyist wins.

  A special governance structure for the research uni-
versities would hurt the regional universities experi-
encing rapid growth - such as East Carolina Uni-
versity, UNC-Charlotte, and UNC-Wilmington -
and it also would harm the five historically black
public universities and UNC-Pembroke, as these in-
stitutions would be forced continually to battle the
research universities.

  Tuition at the research universities likely would
sharply increase, as chancellors of flagship schools
would intensify their calls for tuition increases to

fund higher faculty salaries and special funds to sup-
port research. Such tuition increases would invite a
lawsuit that this violates the N.C. Constitutional man-
date that "the benefits of the University ... as far as
practicable, be ... free of expense."

  The research universities already get special treat-
ment in that they receive higher levels of funding,
higher graduate student tuition assistance, greater
tuition increases, and greater flexibility to manage
budgets, construction projects, and purchasing than
other UNC system campuses.

  The advocates of a separate system of governance for
the research universities are operating out of beliefs
in four myths - (a) that the 16-campus university
system's budget is flat and that it gets a substantially
lower share of the state budget from the legislature
than it used to; (b) that UNC-Chapel Hill and N.C.
State get lesser shares of the University budget than
they used to; (c) that UNC-Chapel Hill's and N.C.
State's national rankings have dropped; and (d) that
faculty salaries are not competitive nationally - all
because of the University's governance structure. All
are untrue.

The University system's appropriation from the
General Fund has increased from $163 million in 1971-
72, when the 16-campus system was created, to more
than $1.87 billion in 2004-05, a 1,050 percent increase.
In only three fiscal years since 1969-70 (the recession
years of 1975-76, 1991-92, and 2002-03), has the Uni-
versity system's total appropriated budget declined. The
universities' share of the state budget was 13 percent in
1965-66 and remained steady at 11.8 percent in 2004-
05. The slight decline is not due to lessening support
for the University system but to rapidly rising Medic-
aid budgets due to double-digit increases in health care
costs. In addition to the General Fund appropriation, the
legislature has appropriated more than $3.5 billion in
funding for capital improvements on the 16 campuses
from 1995 through 2004. The legislature and voters also
approved a $3.1 billion bond issue for higher education
(of which $2.5 billion was for the universities) in 2000.
And, for the next 10 years (2006-07 through 2015-16),
the state's debt service payments attributable to univer-
sity bonds will exceed 30 percent of the total state tax-
supported debt service.

Since 1974, North Carolina has ranked among the
top 10 states for total spending on higher education. The
state has ranked sixth every year since 1996 on this
measure. Since these statistics have been compiled con-
sistently, beginning in 1961, North Carolina has ranked
as high as fifth, from FY (fiscal year) 1993 through 1995,
and as low as fifteenth in FY 1961, 1962, and 1964.

Data provided to the N.C. Center for Public Policy
Research by the Association of State Higher Education
Executive Officers (SHEEO) also show that legislative
support for public higher education has flourished un-
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der the Board of Governors. According to the SHEEO
figures (which compare higher education spending
across the nation and take population and the size of a
state's tax base into account), North Carolina has ex-
ceeded the national average of per pupil appropriations
for higher education since 1977-78. In 1972-73, just
after the Board of Governors was established in 1971-
72, North Carolina spent 1 percent less per pupil than
the national average. Since then, the state appropriation
has exceeded the national per pupil average by as much
as 27 percent (in 1997-98) and has not fallen below 11
percent above the national average (in 1991-92) since
1984. The most recent measure available in 2001-2002
put North Carolina at 12 percent above the national
average, or tenth in the nation in per-pupil appropria-
tions as a percentage of tax revenue.

In summary, since the creation of the Board of Gov-
ernors in 1971-72, North Carolina has managed to in-
crease its absolute ranking among the 50 states in total
higher education appropriations from tenth in 1971-72
to sixth in 2005-06 and to increase the relative per-pu-
pil appropriation from 1 percent below the national av-
erage to a level consistently above average.

UNC-Chapel Hill and N.C. State also have fared
well when competing for state dollars, especially con-
sidering they are educating an 8.8 percentage point
smaller share of UNC system students now than in
1972-73. In almost half (14 of 31, or 45 percent) of
recent state budget years (1972-73 to 2002-03), the
percentage increase in state appropriations for operation
of general academic affairs at both UNC-CH and NCSU
exceeded  the annual percentage increase in General Fund
appropriations. Beating the average annual increase 45
percent of the time is even more remarkable consider-
ing that these two campuses now enroll a lower percent-
age of N.C. public university students than prior to con-
solidation of the 16 campuses. In 1972-73, the two
major research campuses combined accounted for 37.5
percent of the public, four-year higher education enroll-
ment and received 30.4 percent of state appropriations
for public universities that year. By 2002-03, the two
campuses combined enrolled 31.5 percent of all UNC
system students and received 25.7 percent of state ap-
propriations to the UNC system for general academic
affairs. UNC-Chapel Hill and N.C. State also received
more than 39 percent of the $2.5 billion in bond funds
approved by the voters for public universities in 2000.

UNC-Chapel Hill and N.C. State continue to rank
among the top public universities in the country.  U.S.
News and World Report's  rankings for 2003, 2004, and
2005 ranked UNC-Chapel Hill as the nation's fifth best
public university each year, and 29th best overall each
year among both public and private universities in 2003
and 2004 and 27th overall in 2005. N.C. State ranked
39th in 2003 and 2004 and 34th in 2005 among public
universities, and it ranked 84th among both public and
private universities in 2003, 86th in 2004, and 78th in
2005. Since the magazine frequently changes its meth-

odology,  U.S. News  discourages comparing its rankings
over time, but, in the broadest terms, the two schools'
relative positions in the rankings have changed little over
the years. In January 2006,  Kiplinger's Personal Fi-
nance  magazine ranked UNC-Chapel Hill number one
in its list of "100 Best Values in Public Colleges." UNC-
CH has held the top position since the magazine started
its rankings in 1998. Other North Carolina public uni-
versities on Kiplinger's list were N.C. State University
at 28th, UNC-Wilmington at 32nd, Appalachian State
University at 33rd, and UNC-Asheville at 50th. And, in
July 2000, UNC-CH was ranked as one of the top pub-
lic research universities in the nation in a study con-
ducted by the Lombardi Program on Measuring Univer-
sity Performance at the University of Florida, a research
project that groups top universities without numerically
ranking them.

Using nationally comparable statistics, average sala-
ries for full-time faculty at North Carolina's four-year
public universities were $76,070 in 2003-04, ranking
11th in the nation. In summary, North Carolina ranks
6th among the 50 states in total state funding for higher
education (includes community colleges in all states)
with total appropriations of more than $2 billion a year
in a $17.2 billion state budget, despite being a relatively
poor state with an average per capita personal income
of $29,303 ranking 37th in the nation, and a poverty rate
of 14.8 percent ranking 11'h in the nation.

The Center discerns the outlines of at least three
major governance proposals being floated as follows:
(1) give the chancellors and boards of trustees of the
flagship schools added flexibility over budgets, person-
nel, and academic programs; (2) pull the flagship schools
(UNC-CH and N.C. State probably) out of the 16-
campus system and let them be governed solely by two
separate local campus boards of trustees, including
allowing them to go independently to the legislature; or
(3) pull the flagship campuses out of the 16-campus
system and have them governed by a separate board
governing only these two research institutions. The last
option is modeled after California's three-tier system
where that state's nine extensive research institutions are
governed by the Board of Regents of the 10-campus
University of California, while 23 other four-year col-
leges and universities are governed by the Board of
Trustees of the California State University, and all 109
community colleges are governed by the Board of Gov-
ernors of the California Community Colleges. It should
be noted that these proposals are not favored by univer-
sity leaders in UNC-General Administration or by chan-
cellors and trustees on most campuses.

California's tiered education governance system
may be more appropriate for that state, with its 33 four-
year public universities and 109 two-year institutions,
but the differences in demographics between the two
states suggest that such a system would not work better
in North Carolina than our current system. California

-continued on page xxxii
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North Carolina  State Funds  for
Higher Education Operating Expenses ,  1960-2006

Year

Amount
(Thousands $)

N.C Ranking
Among the 50 States

1960-61 $29,933 15

1961-62 $35,678 15

1962-63 $36,532 14

1963-64 $46,768 15

1964-65 $51,431 14

1965-66 $76,323 12

1966-67 $81,194 13

1967-68 $106,550 12

1968-69 $114,709 12

1969-70 $175,931 10

1970-71 $175,931 11

1971-72 $223,486 10

1972-73 $223,486 11

1973-74 $287,115 10

1974-75 $337,044 9

1975-76 $368,754 9

1976-77 $407,977 9

1977-78 $460,932 9

1978-79 $521,863 9

1979-80 $580,189 9

1980-81 $660,645 9

1981-82 $736,882 9

1982-83 $793,433 9
1983-84 $864,658 9

1984-85 $960,343 9

1985-86 $1,078,822 8

1986-87 $1,172,120 8

1987-88 $1,284,076 7

1988-89 $1,329,606 7

1989-90 $1,458,516 6

1990-91 $1,484,279 7

1.991-92 $1,445,790 7

1992-93 $1,541,926 5

1993-94 $1,630,179 5

1994-95 $1,723,312 5

1995-96 $1,758,713 6

1996-97 $1,852,013 6

1997-98 $2,007,092 6

1998-99 $2,171,339 6

1999-00 $2,270,323 6
2000-01 $2,398,489 6
2001-02 $2,442,690 6
2002-03 $2,449,659 6
2003-04 $2,474,773 6
2004-05 $2,665,876 6
2005-06 $2,925,046 6

Source:  James C. Palmer,  Grapevine,
Illinois State University, Bloomington,
Illinois, 2005. Available online at
http://coe.ilstu.edu/grapevine. Grapevine
reports annually on total state effort for
higher education, including tax appropria-
tions for universities, colleges, commu-
nity colleges, and state higher education
agencies. Annual  Grapevine  reports have
been published since fiscal year 1961.
Each of these reports includes a national
overview of state tax appropriations to
higher education, as well as detailed tables
for each of the 50 states. Wherever pos-
sible, the N.C. Center for Public Policy
Research has used  Grapevine's  revised
and updated figures, rather than relying on
preliminary reports.
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Comparison of State Funds Spent Per-Student in
North Carolina with National Average

Per-Student Appropriations,  1972-2002

N.C. Appropriations for Higher Education

Year

Relative
Tax

Capacity
($  per capita)

Actual
Tax

Revenues
($ per capita)

Educational
Appropriation

(as % of  'Pax
Revenue)

(%  of Tax)
Index to
National
Average

Educational
Appropriation

(per FTE*
student)

(Per FTE)
Index to
National
Average

1972-73 453 371 7.7 114 1,304 99

1977-78 638 558 10.0 124 1,986 101

1979-80 708 644 10.6 128 2,400 104

1980-81 753 730 10.5 127 2,584 106

1981-82 818 780 10.9 132 2,805 107

1982-83 905 848 10.6 136 2,926 108

1983-84 1,021 896 10.5 136 2,945 103

1984-85 1,129 1,009 12.0 154 3,952 119

1985-86 1,213 1,125 12.1 156 4,336 120

1986-87 1,312 1,201 12.1 156 4,648 122

1987-88 1,461 1,365 11.3 156 4,965 125

1988-89 1,607 1,496 10.7 150 5,082 125

1989-90 1,717 1,574 10.7 148 5,153 121

1990-91 1,824 1,669 10.4 149 5,139 119

1991-92 1,929 1,673 9.8 147 4,677 111

1992-93 2,029 1,812 9.9 156 5,100 122

1993-94 2,137 1,977 9.5 154 5,432 124

1994-95 2,244 2,110 9.3 150 5,796 124

1995-96 2,358 2,210 8.8 147 5,865 122

1996-97 2,490 2,251 9.2 150 6,356 125

1997-98 2,551 2,389 9.3 149 6,851 127

1998-99 2,610 2,471 9.2 146 6,905 121

1999-00 2,743 2,549 9.2 144 7,124 118

2000-01 2,970 2,653 9.2 145 7,351 117

2001-02 3,100 2,754 8.9 144 6,986 112

* FTE = Full Time Equivalent Student.

Note:  "Index to National Average" shows how North Carolina's percentage of state funds spent on higher
education compares to the average proportion of such expenditures in all 50 states. For example, if North
Carolina's index figure is 112, that means the portion of state funds spent in this state on higher education
relative to the size of the entire state budget is 12 percent above the average percentage of funds designated
for higher education in all 50 states' budgets. Conversely, if the state's index figure is 99, thenNorth Carolina
spends 1 percent less of its total budget for the designated purpose than the average percentage spent by all
states from their respective budgets for the same purpose.

Source:  State Higher Education Executive Officers,  State Higher Education Finance Survey,  September
2003
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North Carolina General Fund
Appropriations for Colleges and Universities, 1969-2005

Fiscal Year
Amount

Appropriated

Colleges & Universities
% of General  Fund

Appropriations

% of General Fund

Appropriations,
Average by Decade

1969-70 $130,344,741 14.9%

1970-71 $147,326,678 15.0%
1971-72 $163,331,175 15.2%
1972-73 $179,910,706 15.2%
1973-74 $222,838,796 14.7%
1974-75 $280,638,400 16.5%
1975-76 $270,526,549 15.6%
1976-77 $307,123,340 15.6%
1977-78 $357,790,592 16.3%
1978-79 $394,767,166 16.1%
1979-80 $436,949,552 15.9% 15.6%

1980-81 $515,255,082 16.4%
1981-82 $567,573,821 16.7%
1982-83 $599,235,054 16.8%
1983-84 $653,091,405 17.1%
1984-85 $746,998,910 17.3%
1985-86 $840,311,094 17.2%
1986-87 $909,134,150 17.4%
1987-88 $980,746,492 16.9%
1988-89 $1,039,510,499 16.5%
1989-90 $1,109,917,895 16.1% 16.8%

1990-91 $1,143,216,957 15.8%
1991-92 $1,121,976,740 15.3%
1992-93 $1,170,947,533 14.9%
1993-94 $1,229,449,670 14.2%
1994-95 $1,296,558,991 13.5%
1995-96 $1,301,040,079 13.3%
1996-97 $1,385,611,961 13.3%
1997-98 $1,489,866,397 13.2%
1998-99 $1,628,888,154 13.2%
1999-00 $1,682,143,914 12.5% 13.9%

2000-01 $1,778,278,150 12.9%
2001-02 $1,802,904,395 12.6%
2002-03 $1,768,097,109 12.3%
2003-04 $1,792,141,661 12.1%
2004-05 $1,878,813,497 11.8% 12.3%

1969-2005 Average 15.0%

Note:  Does  not  include appropriations to the N.C. Community Colleges, as contrasted with Table on page
xxiv, which does include appropriations to Community Colleges.

Source:  N.C. Office of State Budget and Management
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University of North Carolina 2004-05
General Fund Budget and Enrollment

Campus
Authorized 2004-05

G.F.  Budget
Fall 2004 Student

Headcount

Appalachian State University $ 91,472,679 14,653

East Carolina Univ. - Academic Affairs Only 147,661,619 22,767

Elizabeth City State University 25,858,276 2,470

Fayetteville State University 38,653,124 5,441

NC A&T State University 76,158,016 10,383

North Carolina Central University 53,281,928 7,727

NC School of the Arts 20,545,094 788

NCSU-Academic Affairs Only 284,471,319 29,957

UNC-Asheville 27,124,880 3,574

UNC-Chapel Hill - Academic Affairs Only 205,241,443 26,878

UNC-Charlotte 115,634,704 19,845

UNC-Greensboro 107,638,521 15,329

UNC-Pembroke 38,200,236 5,027

UNC-Wilmington 64,324,585 11,574

Western Carolina University 58,856,062 8,396

Winston-Salem State University 43,350,007 4,805

TOTAL $1,398,472,493* 189,614

*  Does not include  UNC-General  Administration or Health Affairs  at ECU and UNC-CH.

Source:  Fiscal Research Division , N.C. General Assembly
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North Carolina State Funds for Debt Service and Amount
and Percentage Attributable to UNC Bonds

Fiscal Year

Total  Net Tax-Supported
Debt  Service in
North  Carolina

Net Tax-Supported
Debt  Service

Attributable to Bonds
for the University

of North Carolina System

Net Tax-Supported
University System

Debt Service as
Percentage of Total State

Tax-Supported Debt Service

1994-95 113,928,011 $ 18,541,616 16.27%

1995-96 124,742,353 18,188,742 14.58

1996-97 127,038,338 19,597,200 15.43

1997-98 165,973,573 23,310,088 14.04

1998-99 199,288,093 22,067,720 11.07

1999-00 238,355,819 21,961,555 9.21

2000-01 254,819,455 36,686,413 14.40

2001-02 302,612,023 54,143,281 17.89

2002-03 304,506,218 63,378,252 20.81

2003-04 390,389,698 91,664,980 23.48

2004-05 476,124,775 126,132,493 26.49

2005-06 562,660,742 * 178,714,680 * 31.76 *

2006-07 617,681,395 * 209,517,121 * 33.92 *

2007-08 627,673,359 * 209,654,861 * 33.40 *

2008-09 613,830,496 * 218,541,130 * 35.60 *

2009-10 598,451,624 222,565,924 * 37.19 *

2010-11 582,938,211 219,549,606 * 37.66 *

2011-12 567,850,420 214,384,339 * 37.75 *

2012-13 553,870,156 206,537,082 * 37.29 *

2013-14 537,797,560 190,051,385 * 35.34 *

2014-15 521,701,329 184,761,635 * 35.42 *

2015-16 506,309,806 180,841,679 * 35.72 *

* Projected. Does not include Debt Service from Session Law 2004-179 (House Bill 1264), which authorized $388
million in Special Indebtedness for Capital Improvements at UNC System campuses

Sources:  "Tentative Maturity Schedules for Proposed Bonds - To Be Used for General Planning Purposes Only,"
The Department of the State Treasurer, Division of State and Local Government Finance

Proposed Bond Sale Dates and Amounts, Office of State Budget, Planning and Management.

Debt Service on Projected Bond Issues Subject to Change Based on Final Structure and Interest Rates.

Assumes variable rate bonds at 4%.
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Campus-Related Political Action Committees

A. Top  Political Action Committees  (PACs)  Contributing to  Legislative  Candidates

Rank in  Amount Contributed in
Giving Name of PAC 2003-04 Election Cycle

1. N.C. Democratic Party $2,715,870

2. N.C. House  Democratic
Committee $1,016,797

3. N.C. Senate Democratic
Committee  $759,387

4. N.C. Republican Party $395,994

5. Citizens for Higher
Education  (UNC-CH  group) 337,500

6. N.C. Medical Society 296,750

7. N.C. Realtors Association 272,880

8. N.C. Academy of Trial Lawyers 247,750

9. N.C. Home Builders Association 244,689

10. Duke Energy 231,000

71. Economic Development 27,500
Coalition  (NCSU Group)

224. (tie)  Coalition for East Carolina 4,000
(ECU Group)

Source:  NCFREE,  Raleigh, N.C., July 2005

Rank in Amount Contributed in
Giving Name of PAC 2001-02 Election Cycle

1. N.C. Democratic
Executive Committee $4,031,512

2. N.C. Realtors Association 235,700

3. N.C. Home Builders Association 213,450

4. Duke Energy 173,100

5. (tie)  Citizens for Higher
Education  (UNC-CH  group) 158,000

Jim Black Committee 158,000
(Black was Speaker of the

N.C. House in 2001-02)

7. N.C. Hospital Association 151,350

8. BellSouth 149,378

9. Progress Energy 143,000

10. N.C. Medical Society 136,050

Source:  NCFREE, Raleigh, N.C., July 2003

B. Campus-Related  PAC Giving to  All  Candidates in 2003-04  Election Cycle

Amount
Contributed in

Name of Campus-Related  PAC 2003-0 4 Election Cycle

1. Citizens for Higher Education (UNC-CH Group) $362,000

2. Economic Development Coalition (NCSU Group) 36,950

3. Coalition for East Carolina (ECU Group) 8,000

Source:

Jane Stancill and David Raynor, "UNC-CH backers boost lawmakers,"  The News & Observer,
Raleigh, NC, January 31, 2005, pp. 113 and 313.
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Arguments For and Against Pulling the Research Universities
Out of the 16-Campus System and Having Them Governed by a Separate Loa

(The California Approach)

Arguments For

1. California has placed its nine extensive research
universities under the Board of Regents of the 10-
campus University of California that is separate from
the Board of Trustees of the California State Univer-
sity comprised of 23 other four-year colleges and
universities.

2. Having a separate board for the research universities
is one way to better define and strengthen the diverse
missions of UNC campuses . Too many UNC
campuses now are trying to achieve the same level of
academic standing, a process which may result in
unnecessary duplication of academic programs.

3. The Board of Governors and the General Assembly
have neglected the needs of the flagship schools in
favor of policies designed to promote equity in the
UNC system. Proponents of this viewpoint say
national rankings of UNC campuses have dipped, and
that faculty salaries at UNC-Chapel Hill and N.C.
State University have dropped relative to other
national campuses.

-continued from page xxiii
has the largest public higher education enrollment in the
nation (551,871 in its public four-year institutions com-
pared to 183,000 in N.C. in 2000) and has more than
twice the number of public four-year institutions, 33 to
North Carolina's 16. Also, California officials acknowl-
edge its shortcomings. Marge Chisholm, Legislative Co-
ordinator for the California Postsecondary Education

rd

Arguments Against

1. Only three states have authority to establish "flag-
ship* institutions," and only Maryland's statute
specifically names a flagship university. California
has nine extensive research universities and North
Carolina has only two, so there is less need here for a
separate board. Also, officials at California's
Postsecondary Education Commission acknowledge
that their structure has prevented collaboration
between universities in the two systems under two
different governing board structures.

2. Advocates for UNC-CH and N.C. State may overesti-
mate their political clout in the legislature. Placing
UNC flagship schools under a separate governing
board might ultimately harm those campuses, given
the growing political and academic influence of the
other schools in the system that would then be
competing 14 against 2 in the legislature for state
funds And, two separate boards may increase, rather
than decrease, duplication of academic programs.

3. Special treatment for the flagship campuses is
unnecessary because UNC's research schools already
receive different levels of funding, higher graduate
student tuition assistance, and greater management
flexibility than other UNC campuses. National
rankings for various programs and schools within
UNC-Chapel Hill and N.C. State and overall campus
rankings fluctuate slightly from year to year, but both
continue to be consistently highly ranked among
public universities, as well as among public and
private universities overall. Using nationally compa-
rable statistics, average salaries for full-time faculty
at North Carolina's four-your public universities were
$76,070 in 2003-04, ranking 11" in the nation.

Commission, says, "The major advantage here ... is also
the major disadvantage - namely, the distinction be-
tween the systems. . . . That division has allowed ad-
missions, funding, and other policies to be carefully
shaped to fit each school's mission. But this arrange-
ment also has prevented collaboration between univer-
sities in the two systems. . . . The disadvantage is that
they are territorial." And, with such divisions of gover-
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Arguments For and Against Pulling the Research Universities
Out of the 16-Campus System and Having Them Governed by a Separate Board

(The California Approach), continued

Arguments For

4. UNC's larger schools have achieved a high level of
academic excellence. Combining the larger institu-
tions under a separate board dedicated to governing
and advocating for this group of universities could
help prevent any erosion of academic quality that
might result from "one size fits all" funding levels
and academic policies set by the Board of Governors
for all 16 UNC campuses.

Arguments Against

4. Allowing the flagship schools to be placed under a
separate governance board would ignore the histori-
cal reasons that higher education was reorganized in
1971, especially the need to develop a statewide
coordinated system of higher education, provide a
check on program duplication, and prevent individual
campuses from lobbying separately for funds from
the state, with the strongest lobby winning the most
funds.

5. Allowing UNC-CH and NCSU to be governed jointly
by a separate board for research universities will help
them obtain more funding than they are able to obtain
under the current system.

5. Creating a separate board for  UNC's  flagship schools
will prevent the state 's public university system from
achieving equitable funding formulas for all 16 of its
schools. Special treatment for UNC flagship schools
will necessarily come at the expense of (a) the
system 's smaller and historically underfunded
campuses  -  particularly North Carolina's five
historically black universities  and UNC- Pembroke,
and (b) rapidly growing institutions , such as UNC-C,
UNC-W, and ECU.

* The term flagship most often refers  to UNC- Chapel Hill and N .C. State  University  in Raleigh ,  both research
universities. Some also argue for flagship status for East Carolina University , N.C. A&T State  University,
UNC-Charlotte, and UNC-Greensboro.

nance, duplication of programs also has occurred. "For
example, most of our teacher education programs are in
the California State University system, but the commu-
nity colleges also offer transfer curricula" in teacher
education, says Chisholm. "We've urged them to try and
avoid duplication and to collaborate, but I'm afraid they
do duplicate," she says. Few states other than Califor-
nia have such a tiered system.

Part of the impetus for the 1971 legislation that re-
structured university governance was that "individual cam-
puses were adding programs and making budget requests
without regard to what the other colleges and universi-
ties were doing," said the late Kenneth Royall, Jr., a
powerful legislator during four decades, serving from
1967 to 1993. Royall, who was the head of the House
Appropriations Committee during the restructuring in
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1971, told the Center, "Listening to all 16 institutions and
their requests - well, you wanted to be fair. But money
was limited. What it came down to back then was who
had the best lobbyist."

"There are some who would like to throw off the
shackles and be free [of the 16-campus system]. But
most of that comes without the institutional memory of
how it was before restructuring," says former Governor
and current Board of Governors member  emeritus  James
Holshouser Jr., who also was a member of the state
House when the restructuring legislation was enacted.
"I think the state would be extremely poorly served if
we had enough authority at the campus level to get the
institutions fighting with each other again the way it
happened before 1971," he says.

Requests for Exceptions for Public Universities
from Policies Applicable to Other State Agencies

7. (a) The Governor and legislature should reject
further requests for special treatment for some or
all of the 16 universities unless and until the UNC
system makes a compelling case about the specific
ways these institutions are legitimately different
from other agencies in the executive branch of
state government ,  or unless such requests for flex-
ibility are accompanied by outcome -based ac-
countability standards that have been fully exam-
ined in an open public process.

(b) The Center recommends that a study commis-
sion be established by the Governor or the legis-
lature to examine the state construction, purchas-
ing and contracting ,  personnel, and budgeting
systems to determine the following:

c whether these systems are working well and,
if not ,  in what situations ,  and for which agen-
cies the problems occur;

c whether changes are needed to modernize state
construction ,  purchasing and contracting, per-
sonnel ,  and budgeting procedures;

o whether any state agency, including the Uni-
versity system, is disproportionately affected
by weaknesses in the system such that special
treatment or flexibility is justified; and

c whether there is a need for an overall State
Capital Improvement Plan that ranks priori-
ties in capital projects over an eight-year pe-
riod for all of state government  -  including
projects on all 16 university campuses.

The study group could be either a legislative
study commission created by the General Assem-
bly or a blue ribbon commission created by the
Governor .  In any event ,  the study commission
should be composed of at least four legislators

from both chambers; representatives from at least
two executive departments under the Governor;
representatives from two other departments
headed by other elected officials in the Council of
State; the University system ;  the State  Employ-
ees Association ;  outside corporate consultants
with expertise in construction ,  purchasing and
contracting ,  personnel ,  and budgeting ;  and rep-
resentatives from the State Offices of Construc-
tion , P urchase and Contract, Personnel ,  and State
Budget and Management. The majority of the
members should be legislators.

Some university officials and members of the Board
of Governors have suggested that UNC's research insti-
tutions or all 16 campuses should be given more con-
trol over policies governing construction, purchase and
contract, personnel, and budget. Several state agencies
are involved in making and monitoring such policies.
These include the Office of State Construction, the Pur-
chase and Contract Division, the Office of State Person-
nel, and the Office of State Budget and Management,
among others. The Office of State Construction, along
with its board, the State Building Commission, is the
primary agency responsible for the management of con-
struction, repair, and renovation projects for agencies
throughout the state. The Purchase and Contract Divi-
sion in the N.C. Department of Administration is the
central purchasing authority for all state government
agencies. The Office of State Personnel administers the
rules outlined in the State Personnel Act for recruiting
and hiring state employees. The Office of State Budget
and Management provides fiscal advice and economic
analysis for budget preparation and execution and also
provides management analysis for state government
agencies to assess organization, staffing, systems, pro-
cesses, and delivery and quality of services. The issue
of balancing control and flexibility in construction, pur-
chase and contract, personnel, and budgeting looms
larger as the new construction projects and renovations
within the UNC system are underway as a result of the
$3.1 billion bond higher education issue approved by the
voters in November 2000.

In at least 12 ways, the university system already
receives separate or special treatment that is not ac-
corded to most other state agencies, as follows:

Construction and Purchasing
(1) The University system has a higher threshold

($2 million) than other state agencies ($300,000) for
construction as well as repair and renovation projects
that must be subject to management by the State Con-
struction Office.

(2) The University system was granted special au-
thority for "construction management at risk" in con-
tracting for 42 construction projects approved by the
voters in the November 2000 bond referendum. This
special exemption by the State Building Commission
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preceded changes by the General Assembly that allowed
other agencies to use alternative construction contracts
and a more flexible bidding process.

(3) Unlike other state agencies, the University sys-
tem as a whole and individual campuses are exempt
from the jurisdiction of the Office of Information Tech-
nology Services, which normally oversees purchases of
information technology goods and services.

Personnel
(4) UNC Hospitals has special flexibility on man-

agement rules, equipment, and personnel. Also, em-
ployees of the patient care programs at both the
UNC-CH and ECU Schools of Medicine, as well as em-
ployees of the UNC Health Care System, are exempt
from most provisions of the State Personnel Act.

(5) The State Personnel Act does not apply to "in-
structional and research staff, physicians, and dentists of
the University of North Carolina," nor to "[e]mployees
whose salaries are fixed under the authority vested in
the Board of Governors," thus exempting 44 percent of
University employees.

(6) The University system has more flexibility to
reclassify personnel positions and to reallocate positions
and salary levels than other state agencies.

(7) UNC-Chapel Hill employees get an additional
four hours of paid time each year to prepare grievances
against their bosses, compared to the eight hours
granted all other state employees. About 60 employees
filed grievances with UNC-CH in 2003, which amounts
to 240 hours of additional paid time, if each employee
used it.

(8) University faculty have more job security than
other state employees through the tenure system, and
they receive the highest pay of any category of state em-
ployees. Faculty also are allowed to augment their in-
comes through consulting (in which they are paid by
other employers for days that they also are on state
government's payroll), and their contracts typically are
for nine months of work, not 12.

Revenue Sources
(9) Individual campuses within the University now

have the power to initiate requests to the Board of Gov-
ernors for tuition and fee increases and keep the pro-
ceeds, which, in effect,  means  they have the power to
generate  and control a source of revenue separate from
General Fund appropriations.

(10) The University  also can issue  special obliga-
tion and revenue bonds with the approval of the General
Assembly for self-liquidating projects such as dormito-
ries, parking decks, etc., which is another source of rev-
enue  not available to most state agencies.

(11) Nonprofits controlled by public higher educa-
tional institutions have been granted an exemption to lo-
cal government property taxes in North Carolina, an
advantage not accorded to the nonprofits controlled by
any other  state  agencies except the community colleges.

General
(12) All 16 UNC campuses now have been desig-

nated as "special responsibility constituent  institutions,"
which gives them more authority over budgeting, pur-
chasing, and personnel and allows them to retain up to
2.5 percent of the funds not spent at the end of the fis-
cal year, a privilege not given to any other state agen-
cies and one that is especially controversial during years
of shortfalls in the state's budget.

However, at least nine cases of abuses have oc-

curred with this increased flexibility, and these in-
stances raise questions about whether special treat-
ment for the University system is either warranted or
wise, as follows:

(1) With the budget flexibility given to "special re-
sponsibility constituent institutions," the N.C. State
University Public Safety Director used more than $2.2
million in unspent department personnel funds to make
more than 100 questionable purchases over a six-year
period, including TV sets, VCRs, and a mountain bike,
many of which he kept in his home or truck, prompting
a State Auditor's investigation.

(2) Fayetteville State University also was threat-
ened with revocation of its management flexibility if it
did not correct problems identified by the State Auditor
in bookkeeping, management oversight, and financial
reporting.

(3) UNC-Chapel Hill's Kenan-Flagler Business
School and N.C. State's Carter Finley Stadium used the
availability of a mix of public and private financing to
begin construction before safety inspections by the N.C.
Department of Insurance, thereby avoiding provisions
of the State Building Code.

(4) The State Auditor said the University's decen-
tralization of the construction oversight function had
negatively affected the timeliness of the flow of infor-
mation to the State Construction Office and State Build-
ing Commission.

(5) UNC Hospitals' flexibility in construction con-
tracts and bidding procedures resulted in a 31.5 percent
increase in the estimated cost and an opening date that
was more than four years behind the original scheduled
completion date of November 1997. When the legisla-
tion granting special flexibility to UNC Hospitals
passed in 1998, President Molly Broad said, "We got
relief for that entity. I've made it clear to them that if
they can be the exemplars of some best practices, the
hospital could be a demonstration project" for how
greater management freedom can make the University
system more efficient. This is not exactly the poster
child for flexibility she hoped it would be.

(6) Inadequate oversight of spending in a scholars
program for doctors at UNC-Chapel Hill is now the ex-
ample that the Robert Wood Johnson Foundation
(which funded the program) uses in how not to manage
the proceeds from the foundation's grants to similar
programs.
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(7) In the middle of an acute state budget shortfall
when most state workers only got a flat pay raise of
$625, Chancellors at NCSU and UNC-Chapel Hill gave
sizable pay raises ranging from $9,375 to $30,340 per
year to some of their immediate subordinates.

(8) UNC-Chapel Hill Chancellor James Moeser
signed an employment separation agreement worth
$313,908 with his former General Counsel that the
Chairman of the Board of Governors described as "ex-
cessive and indefensible."

(9) The State Auditor discovered nearly $1 million
in financial abuses at the N.C. School of the Arts that
included spending on cellular phone bills, country club
memberships, lease payments for a Cadillac Escalade
for a Vice Chancellor, undocumented overtime ex-
penses, special "one-time payments" to 20 employees,
a down payment on a condominium to be used as a resi-
dence for the Chancellor, undisclosed accounts, and
questionable real estate transactions between the insti-
tution and its related foundation and nonprofit entities
- practices the Auditor described as "Enron-style."
President Broad described the findings of the special re-
view as "deeply troubling" and took over financial man-
agement of the school in November 2004.

These situations raise questions about special grants
of flexibility being given to the University system as a
whole or to the 16 campuses individually and about
whether the larger research universities are any more
likely to avoid problems than the smaller campuses. If
the University system is to be treated differently from
other state agencies, then exceptions should be made
only after a study commission has examined state con-
struction, purchases and contract, personnel, and bud-
geting procedures, and found either that the systems
need to be modified and updated for  all  state agencies
or that the University system has made a compelling case
that standard state government oversight should not ap-
ply to them and that instances of special treatment or
grants of flexibility can be handled efficiently and man-
aged well. Even then, any grant of increased flexibility
should be accompanied by outcome-based accountabil-
ity standards tied to the higher education goal the flex-
ibility is designed to accomplish.

Changes in the Allocation of Powers Between
the Statewide UNC Board of Governors and
the 16 Local Campus Boards of Trustees

8. (a)  Refine  the Delegation to Campuses on Inter-
collegiate Athletics  -  The UNC Board  of Gover-
nors should refine its delegation of power to the
local campuses on intercollegiate athletics. The
chancellors should retain their lead role, but the
Board of Governors should lead reform in
governance of intercollegiate athletics by adopt-
ing system -wide guidelines on intercollegiate ath-
letics in line with reports by the national  K night

Foundation Commission on Intercollegiate Ath-
letics issued in  1991  and 2001.  This should in-
clude language incorporated into the  University
Code based on the Commission 's recommenda-
tions that would:

(1) require Chancellors to bar teams that do not
graduate at least 50 percent of their players
from conference championships or post-sea-
son play;

(2) require  Chancellors  to prohibit athletes from
wearing uniforms with corporate logos for
which the campus, campus employees, or ath-
letes have received any compensation and re-
quire that any and all corporate sponsorship
and product placement arrangements, such
as Website advertising ,  be subject to open
public  review;

(3) forbid  campuses from enacting policies or fol-
lowing practices that make it easier for ath-
letes  (compared to other students) to be
granted exceptions to any campus  policy;

(4) forbid campuses from negotiating contracts
with coaches that would require exceptions to
the current  UNC  Code  and  require that
coaches' salaries be set in the context of other
salaries in higher education;

(5) forbid campuses from participating in ath-
letic conferences in which universities alone
do not decide when games would be played
and broadcast on television, and expressly
forbid  NCAA  Division I football  games from
being played on school nights; and

(6) forbid campuses from participating in ath-
letic conferences that do not encourage the
NBA (National  Basketball Association) and
NFL (National Football League) to develop
minor leagues to give young athletes a route
to professional sports other than playing on
college or university teams.

(b) Special Task Force of the  Board  of Governors
on Intercollegiate  Athletics  - The UNC Board of
Governors  should appoint a special task force: (1)
to determine whether the Board 's policies on in-
tercollegiate athletics are being followed by the
campus chancellors and boards of trustees. This
recommendation contemplates an inquiry beyond
simply reviewing the annual reports submitted by
each of the 15 chancellors subject to the Board's
policies on intercollegiate athletics .  The special
task force also should  (2) reassess the need for
additional  University- wide standards to ensure
that the traditional academic values present in
the student athlete model are maintained, and if
necessary, restored  on every UNC  campus.
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The University  Code  states, "Subject to such poli-
cies as may be prescribed by the Board of Governors and
the board of trustees, the chancellor shall be responsible
for the establishment and supervision of the institution's
program of intercollegiate athletics" While responsibility
for college sports is delegated to the local campuses, at
times the Board of Governors and system President have
stepped in to impose University-wide rules.

To recap the problems with the current system of
oversight of intercollegiate athletics by the UNC Board
of Governors:

  Intercollegiate athletics has been a trouble spot his-
torically in governance of public universities and in
the relationship between local campus boards and the
President and Board of Governors for the UNC sys-
tem, including the following:

a Problems in the 1930s with football that led to
University President Frank Porter Graham at-
tempting to reduce "rampant professionalism" in
college sports.

o A point-shaving scandal that prompted UNC
President Bill Friday to cancel the Dixie Classic
basketball tournament in 1961.

Allegations of drug use, improper gifts, grade-
fixing, sale of players' shoes, and use of compli-
mentary tickets that resulted in a two-year proba-
tion for N.C. State's basketball team by the
NCAA in 1989 and the resignation of NCSU
Chancellor Bruce Poulton.

Firings of football coaches at Carolina and State
in 1999 and 2000 over the objections of campus
faculty as being incompatible with the expressed
goals of university athletics and academic pro-
grams.

v Since 1953, seven of the 16 UNC constituent in-
stitutions have been sanctioned for "major infrac-
tions" of bylaws of the National Collegiate Ath-
letic Association. Elizabeth City State University,
Western Carolina University, and Winston-Salem
State University each have been sanctioned once;
East Carolina University, North Carolina Central
University, and UNC-Chapel Hill each have been
sanctioned twice; and North Carolina State Uni-
versity has been sanctioned five times, ranking it
141' on the all-time list of institutions with major
violations of rules of the 1,024 member National
Collegiate Athletic Association.

  Buyouts of the contracts of UNC-CH football coach
Dick Crum and NCSU basketball coach Jim Valvano
which totaled more than $1.4 million.

  A $1.6 million-a-year contract for UNC-CH basket-
ball coach Roy Williams being allowed by the Board
of Governors despite the contract exceeding the
Board's guidelines on excessive buyout clauses.

  Regular scheduling of football and basketball games
on Sundays and school nights, including 9 p.m.
games.

  A UNC- Chapel Hill contract with Nike sports com-
pany that requires placement of the Nike logo on the
University' s Website.

  Expansion of the number of teams in the Atlantic
Coast Conference with little or no input or voice by
the UNC President or Board of Governors in the
matter.

  Coaches' salaries that now regularly exceed $1 mil-
lion, while UNC chancellor's salaries average
$201,816 and salaries for full-time faculty at UNC's
four-year public universities average $76 ,070. Even
the highest -paid university employee, Dr. William
Roper , CEO of UNC  Health Care System, makes
$450,000 ,  or one -third to half of what many football
and basketball coaches earn.

  Graduation rates for football players that consistently
lag the graduation rates of the student bodies as a
whole at six campuses within the system and which,
at best, never average above 60 percent.

Control of intercollegiate athletics by campus presi-
dents or chancellors is a cornerstone of the recommen-
dations made by the national Knight Foundation Com-
mission on Intercollegiate Athletics, which proposed
ways to prevent scandals and boost the academic per-
formance of student athletes. Former UNC President
William Friday was co-chair, and three other North
Carolinians served as Commission members.

The Knight Commission issued two reports in 1991
and 2001 and found that problems in college sports had
worsened despite some NCAA rule changes. The 2001
report stated, "The Commission now finds that the
NCAA has made considerable progress toward achiev-
ing the goals the Commission laid out in its earlier re-
ports. Many reform efforts have been undertaken with
sincerity and energy. It is clear, however, that good in-
tentions and the reform measures of recent years have
not been enough. We find that the problems of big-time
college sports have grown rather than diminished." The
Commission found that the most glaring problems it
identified - "academic transgressions, a financial arms
race, and commercialization - are all evidence of the
widening chasm between higher education's ideals and
big-time college sports"

The Center believes the problems listed above
justify a change in the current policies of the UNC Board
of Governors' on intercollegiate athletics. The danger
of the current policies is that sports are driving Univer-
sity policy, instead of the University's three statutory
missions of teaching, research, and public service. The
Center believes the Knight Commission's recommenda-
tions offer the best blueprint for the future. The UNC-
Chapel Hill Faculty Council approved a resolution
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urging the chancellors and presidents  of the ACC  schools
to come up with a strategy to implement the reforms
outlined in the Commission 's 2001 report.  We believe
it is time for the Board of Governors to adopt system-
wide guidelines on intercollegiate athletics in line with
the Knight Commission 's 1991 and 2001 reports. This
will be perhaps the most difficult recommendation to
implement in this report, but if the UNC system leads,
the rest of the nation will follow .  No less than the
University 's soul and ability to accomplish its central
mission are at stake.

Policies on Private Fundraising by Public
Universities

9. (a) The UNC Board of Governors  should estab-
lish policies to increase  equity  among the local
campuses on private fundraising and develop-
ment staff.

(b) The UNC Board of Governors  should clarify
and broaden its definition of university -affiliated
foundations and related entities in a manner con-
sistent with the State  Auditor 's special  review of
October 2004,  expand reporting requirements for
these foundations and related entities, and ensure
that these reports are public records.

As the state's public universities have turned to pri-
vate sources of funding to help support campus opera-
tions, the UNC Board of Governors needs to adopt
fundraising policies to monitor and channel such efforts.
Currently, the Board of Governors receives a fund-
raising and endowment report annually, which specifi-
cally outlines national giving trends, tracks the results
of the 16 campuses, and benchmarks their work against
peer institutions. Since 2001, the Board also has re-
quired all campuses to record their fundraising results
with Voluntary Support for Education and with the Na-
tional Association of College and University Business
Officers' annual surveys.

However, while the Administrative Manual of The
University of North Carolina includes policies regard-
ing endowments and trust funds, the Board has not
implemented policies or guidelines for campuses on how
they approach fundraising; the relationships with other
campuses that may be in pursuit of the same funds from
individuals, corporations, and foundations; and how the
campuses' development activities affect the larger com-
munity in terms of competing with nonprofits in their
regions. As the University continues to increase the
development capacity on the 16 campuses, the Board of
Governors should establish policies on private fund-
raising and development, especially as related to equity,
transparency, appropriateness, and accountability.

In the fundraising arena, the main issue is equity
among the campuses in providing development staff to
seek funds from sources other than state appropriations.

As shown in Chapter Five, the 16 campuses vary widely
in the size of their development office staffs, the num-
ber of private foundations created on campus (UNC-
Chapel Hill alone has 16 university foundations with
assets of more than $1 million), and their ability to com-
pete for funds from sources other than state appropria-
tions. These sources include the federal government,
alumni, other individual donors, and private foundations
- as well as shoe contracts, cola deals, and other ar-
rangements available to the larger universities' sports
programs.

To its credit, the N.C. General Assembly began to
deal with this equity issue in 1999 with allocations rang-
ing from $260,000 for Winston-Salem State to $308,400
for N.C. Central to beef up fundraising efforts at seven
campuses, including five historically black campuses.
However, the Center believes it is the Board of Gover-
nors that now needs to address this equity issue by
adopting a policy that promotes equity among the cam-
puses in fundraising efforts and staff. In a later report,
the Center will examine whether there are dangers to the
universities' missions in seeking corporate funding for
research.

Another issue in university fundraising is transpar-
ency for university-related foundations. In October
2004, the State Auditor raised questions about proper
oversight of the North Carolina School of the Arts and
its university-affiliated foundations. A special review
found that "[t]he school failed to exercise appropriate
control or oversight over its related organizations."

The State Auditor found that state and university-
affiliated foundation money was used to fund three
spending accounts not reported to foundation board
members. Expenses totaling $269,224 were paid from
these accounts for cell phone bills, country club mem-
berships, and $15,000 in lease payments for a Cadillac
Escalade for former Vice Chancellor for Finance and
Administration Joseph L. Dickson. Dickson also re-
ceived more than $90,000 for consulting and expenses
from the foundation over a 13-year period in violation
of university policies. Dickson twice transferred foun-
dation property without authorization to a nonprofit cor-
poration he controlled.

State Auditor Ralph Campbell said the School of the
Arts situation created an opportunity for the UNC sys-
tem "to bring some needed sunlight to the financial af-
fairs of the foundations associated with all of our uni-
versities." The Auditor recommended that UNC require
every campus in the system to submit a report to the
Board of Governors outlining every foundation and re-
lated agency connected to the University, which would
include activities, revenues, and expenditures.

In response, UNC President Molly Broad said that
since 1990, all university-related foundations must be
audited annually and the results given to her office. And,
in response to the Auditor's recommendation that insti-
tutions provide further information about foundations
and related entities, she said [On an annual basis, I] "will
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hereafter require that the chancellors list all affiliated
foundations and entities, affirm that they have adequate
financial controls in place, and attest that no other foun-
dations or entities  exist."

However, President Broad and the State Auditor dis-
agree over which entities would be defined as affiliated
with UNC. For example, the Auditor says payments to

the dean of the School of Filmmaking at the N.C. School
of the Arts from a nonprofit called the "North Carolina

School of the Arts Unity Development Corporation"
were a violation of UNC policy against senior adminis-
trators receiving compensation from related organiza-
tions, but UNC disagrees. The School of the Arts
formed the Unity Development Corporation  as a non-
profit that would sell bonds to build a corporate head-
quarters called "Unity Place" to lease to Krispy Kreme
Doughnut Corporation. In her response to the audit,
Broad says, "The Office of the President does not agree
with the Auditor's conclusion that the Unity Develop-
ment Corporation  is an  entity that was intended to come
within the meaning of this policy. Nonetheless, in light
of this ambiguity, [I] will recommend that the Board of
Governors clarify its policy."

The Center agrees. We recommend that the Board
of Governors clarify and broaden its definition of uni-
versity-affiliated foundations and related entities in a
manner consistent with the State Auditor's special re-
view, expand reporting requirements for these founda-
tions and related entities, and ensure that these reports
are public records.

Fulfilling the Board of Governors'
Responsibility To Develop "a Long-Range Plan
for a Coordinated System of Higher Education
in North Carolina"

10. The Board of Governors should fulfill its statu-
tory duty and exercise its authority to develop "a
long-range plan for a coordinated system of
higher education ,"  as required by state law in G.S.
116-11 (1). Through its Education Oversight
Committee ,  the General Assembly should require
the Board of Governors to exercise its master
planning role and produce a master plan every
four years on higher education issues of common
concern to public and private institutions of
higher education,  including increasing the state's
college-going rate, increasing manpower in fields
of need such as teaching and nursing, ease
of transferability between educational systems
and institutions ,  and eliminating duplication of
programs.

To recap our findings from Chapter Four and the
reasons for this recommendation that the Board of Gov-
ernors should fulfill its statutory duty and exercise its
authority for master planning in higher education:

The Board of Governors shall also meet

with the State Board of Education and

the State Board of Community Colleges

at least once a year to discuss

educational matters of mutual interest

and to recommend to the General

Assembly such policies  as  are

appropriate to encourage the

improvement of public education at

every level in this State.

- N.C.G.S. §116.9

  It is the law. The General Assembly mandated in
N.C.G.S. 116-11(1) that the Board of Governors
"plan and develop a coordinated system of higher
education in North Carolina" and that, in consulta-
tion with representatives of the State Board of Com-
munity Colleges and of the private colleges and uni-
versities, the Board of Governors "shall prepare and
from time to time revise a long-range plan for a co-
ordinated system of higher education..... The ve-
hicles for accomplishing this coordinated planning
already exist in the Education Cabinet and the State
Education Commission.

  Centralizing master planning for higher education is
a primary reason that states have created higher edu-
cation boards such as the UNC Board of Governors.
Forty-three states, including North Carolina, have
higher education boards with authority to conduct
master planning for higher education. The need for
the Board of Governors to exercise leadership is all
the more important here because North Carolina,
unlike many other states, has no central board or
agency with authority to plan or coordinate higher
education policy for  both  two-year community col-
leges and four-year public colleges and universities.
North Carolina has separate governing boards for our
public university and community colleges systems,
and the State Board of Community Colleges does not
have nearly as much power and authority over its
constituent institutions as the UNC Board of Gover-
nors has over public universities.

  Master planning is needed to plan for how the state's
higher education institutions (16 public universities,
59 community colleges, and 36 private colleges and
universities) are going to accommodate the future
enrollment boom - a projected 31.4 percent increase
in public high school graduates by 2017 in North
Carolina. Master planning also is important to at-
tain the state goal of increasing our college-going rate
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The Board of Governors shall plan and

develop a coordinated system of higher

education in North Carolina. To this end

... it shall maintain close liaison with the

State Board of Community Colleges, the

Community Colleges System Office and

the private colleges and universities of

the State. The Board, in consultation

with representatives of the State Board

of Community Colleges and of the

private colleges and universities, shall

prepare and from time to time revise a

long-range plan for a coordinated

system of higher education.

- N.C.G.S. §116-11(1)

in a global economy that increasingly demands more
than a high school education and frequent retraining.

  Master planning is needed to ease mobility and trans-
ferability of courses and credits between the three
systems of higher education.

  The Board of Governors needs to exercise leadership
in harnessing all of higher education to address short-
ages in personnel  in certain fields key to the devel-
opment of the state, such as teaching and nursing.
North Carolina will need more than 10,000 new
teachers a year for the next 10 years, but all of the
state's public and private colleges and universities
combined  currently produce only 3,100 teachers a
year. And, the state will need 9,000 more nurses by
2015 to serve the growing elderly population.

  Master planning is needed to help eliminate unnec-
essary duplication in academic programs of declin-
ing interest or effectiveness or where there is an over-
supply in public or private institutions.

  Private for-profit colleges and distance education and
on-line courses will be a new source of competition
in higher education and heighten the need for an in-
creased Board of Governors'  role in planning.

  Planning is needed to allocate scarce resources

among public universities, public community col-
leges, and private colleges and universities - all of
which receive significant state funding. Public uni-
versities receive $2.086 billion (plus $16. 6 million
for capital improvements) from the state's General
Fund in Fiscal Year 2005-2006, community colleges
receive $787  million , and private colleges and uni-
versities receive $89.6 million a year through the

N.C. Legislative Tuition Grant Program and the State
Contractual Scholarship Program. With this state
money comes an obligation to help meet state goals.

The Board's Leadership Role on Tuition Policy
and Setting Tuition Rates Within a
Constitutional Restraint

11. The Board  should continue its recent activities in
taking a leadership role in setting system-wide
tuition rates, and the General  Assembly should
revisit its decision to permit individual campuses
to initiate additional tuition rate increases. The
Center recommends that the General  Assembly
repeal  N.C. General Statute §116.40-22(c) which
permits local campus boards of trustees to pro-
pose raising tuition rates and keep the full pro-
ceeds on their campus.  The Board of Governors
should revise  the UNC General  Administration
policy 1000.1.1 to remove the provisions allowing
for campus -initiated tuition increases.

Thirty-four central higher education boards, includ-
ing the UNC Board of Governors, have the authority to
set tuition and fees at constituent institutions. North
Carolina law authorizes the Board of Governors to "set
tuition and required fees at the institutions, not incon-
sistent with  actions  of the General Assembly." None-
theless, one area where the Board of Governors has
rarely exercised its power over its 34-year history until
recently is in tuition policy. For the first 27 years of its
existence - from 1972 until 1999 - the UNC Board
of Governors  never  recommended  a tuition  increase to
the General Assembly, with the sole exception of its first
budget request in 1973 when the Board equalized tuition
among institutions with comparable missions. During
that time, actions by the General Assembly preceded any
action by the Board of Governors when tuition was in-
creased.

University Board members and Presidents histori-
cally have been governed by a directive in the state Con-
stitution "that the benefits of The University of North
Carolina and other institutions of higher education, as
far as practicable, be extended to the people of the State
free of expense." This Constitutional mandate is the
main reason North Carolina has among the lowest tu-
ition rates in the country, ranking seventh lowest, on
average, among the states  in tuition  and fees at four-year
public universities in 2001-2002 and 13`h lowest in
2002-03. In practice, the Board's decision to refrain
from proposing system-wide tuition increases for North
Carolina residents has by default left this decision to the
legislature. The  legislature  itself initiated tuition in-
creases in 1971, 1974, 1975, 1977, 1981, 1983, 1985,
1987, from 1989-1998, and 2003. The  Board of Gov-
ernors  initiated tuition increases in 1973, 1999, 2000,
2001, and 2002. The Board recommended  against a
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system-wide increase in 2003 but was overruled by the
legislature. As a result of these cumulative actions,
undergraduate tuition for North Carolina residents has
risen by 71 percent over a five-year period (1999-2004).

In September 2001, the General Assembly enacted
a special provision in the budget which allowed cam-
pus boards of trustees to recommend tuition and fee in-
creases to the system Board of Governors "without re-
gard to whether an emergency situation exists." In 2002,
the Board of Governors approved a "package" of tuition
increases, which included the campus-initiated increases
for institutions not previously receiving one, system-
wide increases, and additional campus-initiated increases
at UNC-Chapel Hill and N.C. State, but at reduced
amounts from what was submitted. Between February
2000 and March 2002, the Board of Governors approved
campus-initiated tuition increases submitted by all 16
campuses. In February 2003, the Board then incorpo-
rated a procedure into  The Code  for proposing these
changes. The new policy reads, "Campuses may expe-
rience circumstances that suggest the need to change
their tuition rates." However, in 2003, the Board pub-
licly opposed additional system-wide tuition increases,
but the 2003 legislature enacted a 5 percent tuition in-
crease over the Board's objection. In March 2004, over
Governor Mike Easley's objection, the Board of Gover-
nors approved another package of campus-initiated tu-
ition increases with amounts ranging from $225 to $450
per student per semester. The 2004 legislature enacted
a budget that did not include a system-wide tuition in-
crease, but did allow the campus-initiated tuition in-
creases approved by the Board of Governors, with con-
stituent institutions keeping the proceeds on their
campuses.

Tuition policy is a balancing act between compet-
ing state goals. On the one hand, tight state budgets lead
university policymakers to turn to tuition increases as a
way to generate more revenue. Also, because UNC tu-
ition rates are among the lowest in the country, students
whose families have the ability to pay more of the full
costs of their education are being subsidized by the
state's population as a whole, which is poorer. On the
other hand, North Carolina traditionally has not had a
high college-going rate, and in an economy where more
higher education is needed, low tuition might be the best
policy. But, the factor which tilts the balance most to-
ward a low tuition policy is the state's unique Constitu-
tional requirement that a university education "as far as
practicable, be ... free of expense."

Tuition policy also is a balancing act at different
levels of higher education governance. At the Presi-
dent's and Board of Governors' level, policymakers have
to balance the mandate in the state Constitution and their
laudable desire to raise college-going rates with the
system's need for revenue and the state's competitive-
ness with other states' public universities. At the cam-
pus level, chancellors and local boards of trustees usu-
ally want to have some source of revenue they can

control, such as tuition. They closely follow tuition rates
at competing higher education institutions, public and
private, and they always want flexibility within a large
state system. There is no answer that is right all of the
time for all public universities in all states.

The Center believes that the UNC Board of Gover-
nors is in the best overall position to balance the legiti-
mate needs of the campuses while meeting the state Con-
stitutional mandate that "the benefits of The University
of North Carolina and other public institutions of higher
education, as far as practicable, be extended to the
people of the State free of expense." The Center com-
mends the Board for developing and implementing its
new, comprehensive policy for setting tuition rates at the
16 campuses. However, the Center believes the frequent
and substantial tuition increases in 1999, 2000, 2001,
2002, and 2003 - five increases amounting to a 71
percent increase over a five-year period (1999-2003) -
have invited a lawsuit on whether these increases vio-
late the state Constitutional guarantee of a university
education that is nearly "free of expense."

While the Center believes the Board is going in the
right direction when it exercises its full statutory author-
ity over tuition decisions, the Center is concerned that
the Board's newly found activism in this area could be
undermined by the General Assembly's decision to per-
mit individual campuses to implement their own addi-
tional tuition increases. Allowing such a determination
to be made by local boards raises the specter of another
harm the 1971 University reorganization was intended
to prevent - the further politicization of higher educa-
tion funding. And, because it is easier for some
campuses to raise tuition than it is for others, locally-
determined tuition increases have the potential to widen
the gap between the haves and the have-nots. Finally,
the last four years of experience show that legislation
allowing the campus-initiated tuition increases has ac-
celerated increases in tuition, an outcome that runs
counter to the state Constitution's mandate that a Uni-
versity education, "as far as practicable, be ... free of
expense" For these reasons, the Center recommends

-continued

The General Assembly shall provide that

the benefits of The University of North

Carolina and other public institutions of

higher education,  as  far  as  practicable,

be extended to the people of the State

free of expense.

- N.C. CONSTITUTION,

ARTICLE IX, SECTION 9
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Average State Undergraduate Resident Tuition and Fees at
Four Year Public Higher Education Institutions, Ranked by State

In-State Tuition & Fees In-State  Tuition & Fees

Rank State 2002-0 3 ($) Rank State 2002f-03 ($)

1 Vermont $7,754 26 Arkansas $3,714

2 Pennsylvania 7,072 27 Nebraska 3,6 12

3 New Jersey 6,709 28 Tennessee 3,589

4 South Carolina 6,306 29 New Hampshire 3,524

5 Ohio 5,898 30 Alabama 3,511

6 Michigan 5,494 31 Kentucky 3,405

7 Delaware 5,439 32 North Dakota 3,401

8 Maryland 5,406 33 Texas 3,318

9 Illinois 5,171 34 Kansas 3,174

10 Connecticut 5,142 35 Alaska 3,162

11 Rhode Island 5,072 36 Hawaii 3,133

12 Minnesota 5,036 37 Colorado 3,102

13 Massachusetts 4,974 38 North Carolina 3,097

14 Maine 4,624 39 Idaho 3,033

15 Indiana 4,620 40 New Mexico 3,016

16 Missouri 4,602 41 Wyoming 2,997

17 Washington 4,288 42 Georgia 2,945

18 New York 4,220 43 West Virginia 2,899

19 Iowa 4,140 44 Louisiana 2,881

20 Virginia 4,087 45 California 2,782

21 Oregon 4,028 46 Utah 2,638

22 South Dakota 3,971 47 Oklahoma 2,612

23 Wisconsin 3,965 48 Florida 2,594

24 Montana 3,925 49 Arizona 2,587

25 Mississippi 3,716 50 Nevada 2,529

Note:  Data are for the entire academic year and are average charges. Tuition and fees were weighted by the
number of full-time-equivalent undergraduates in 2000, but are not adjusted to reflect student residency.
Room and board are based on full-time students.

Source:  National Center for Education Statistics, "Digest of Education Statistics 2003: Table 316.-
Average undergraduate tuition and fees and room and board rates paid by full-time-equivalent students in
degree-granting institutions, by control of institution and by state." Available online at  http://nces.ed.gov.
These data originate with the U.S. Department of Education, National Center for Education Statistics,
Integrated Postsecondary Education Data System (IPEDS), "Fall Enrollment" and "Institutional Character-
istics" surveys.
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University of North Carolina Tuition Increases,  1970-2004*

In-State Undergraduate Out-of-State Undergraduate In-State Graduate Out-of-State Graduate
Average
Tuition

Percent
Increase

Average
Tuition

Percent
Increase

Average
Tuition

Percent
Increase

Average
Tuition

Percent
Increase

1970-71 $255 $939 $271 $939

1971-72 $256 1% $1,305 39% $272 1% $1,305 39%

1972-73 $256 0% $1,780 36% $272 0% $1,780 36%
1973-74 $266 4% $1,780 0% $283 4% $1,780 0%

1974-75 $273 3% $1,780 0% $290 3% $1,780 0%
1975-76 $275 1% $1,876 5% $292 1% $1,876 5%
1976-77 $275 0% $1,876 0% $292 0% $1,876 0%
1977-78 $302 10% $1,976 5% $321 10% $1,976 5%

1978-79 $302 0% $1,976 0% $321 0% $1,976 0%
1979-80 $302 0% $1,976 0% $321 0% $1,976 0%

1980-81 $302 0% $1,976 0% $321 0% $1,976 0%

1981-82 $360 19% $2,083 5% $382 19% $2,083 5%

1982-83 $360 0% $2,083 0% $382 0% $2,083 0%

1983-84 $396 10% $2,620 26% $421 10% $2,620 26%

1984-85 $396 0% $2,857 9% $421 0% $2,857 9%

1985-86 $403 2% $3,184 11% $428 2% $3,184 11%

1986-87 $403 0% $3,577 12% $428 0% $3,577 12%
1987-88 $424 5% $3,891 9% $451 5% $3,891 9%
1988-89 $424 0% $4,225 9% $451 0% $4,225 9%

1989-90 $510 20% $4,841 15% $542 20% $4,841 15%

1990-91 $549 8% $5,041 4% $583 8% $5,041 4%

1991-92 $654 19% $5,844 16% $695 19% $5,844 16%

1992-93 $690 6% $6,462 11% $733 6% $6,649 14%

1993-94 $711 3% $6,882 7% $755 3% $6,882 4%

1994-95 $734 3% $7,329 6% $780 3% $7,329 6%

1995-96 $809 10% $7,818 7% $859 10% $7,818 7%

1996-97 $893 10% $8,256 6% $948 10% $8,256 6%

1997-98 $919 3% $8,336 1% $977 3% $8,336 1%

1998-99 $938 2% $8,503 2% $996 2% $8,503 2%

1999-00 $985 5% $8,584 1% $1,070 7% $8,606 1%

2000-01 $1,067 8% $8,696 1% $1,183 11% $8,756 2%

2001-02 $1,286 21% $9,646 11% $1,452 23% $9,898 13%

2002-03 $1,603 25% $10,960 14% $1,795 24% $11,332 14%

2003-04 $1,683 5% $11,602 6% $1,885 5% $11,827 4%

* The average  tuition  figures reported here are the  unweighted mean tuition  rates for each  student  category at
the 16 campuses  of the University of North Carolina.

Source:  Fiscal Research Division , N.C. General Assembly
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repeal of the legislation which permits local campus
boards of trustees to propose raising tuition rates and
keep the full proceeds on their campus. The Center also
recommends that the Board of Governors revise its
policy manual to remove the provisions allowing for
campus-initiated tuition increases.

©®n©lmdlungl 00=81 doUafle

Underlying the Center's recommendations to change and
improve governance of public universities is a finding
that, overall, the basic structure of governance of North
Carolina's public universities is sound. Though we con-
clude that measures such as gubernatorial appointment
of the Board, longer terms, and increased efforts at di-
versity would improve the Board, this does not lessen
our finding that there is still a need for a statewide board
governing all public universities, with accompanying

powers over university budgets and academic programs.
We also find that the basic design for the allocation of
powers between the statewide Board of Governors and
the local campus boards of trustees, with the modifica-
tions recommended here, also is sound. The thought and
negotiations that went into the statutory design in 1971
have not lost their relevance today. To the extent that
the Center recommends changes in the original design,
they are based on our analysis and evaluation of 34 years
of actual experience in how this system has worked.

The Center believes the University of North Caro-
lina is key to North Carolina's collective identity, largely
due to years of fulfilling its three missions of teaching
the state's students, research that expands knowledge and
improves the quality of citizens' lives, and public serv-
ice to the state's citizens. That history of public service
includes leadership by former University presidents
Frank Porter Graham and William Friday and UNC-CH
professor Howard Odom, among others, on key issues
such as race and poverty, and services to citizens such

The University of North Carolina Tuition and Fees Applicable to
All Regular  Full-Time  Undergraduate Students ,  2004-05

Tuition
Resident Non-Resident Total Fees

Total Resident
Tuition & Fees

North Carolina  State  University $3,205 $15,103 $ 964 $4,169
The University of North Carolina at Chapel Hill 3,205 16,303 1,155 4,360

East Carolina University 2,135 12,349 1,185 3,320
UNC-Charlotte 2,129 12,241 1,290 3,419
UNC-Greensboro 2,028 12,996 1,356 3,384

Appalachian State University 1,821 11,263 1,334 3,155
Fayetteville State University 1,546 10,982 974 2,520
NC A&T State University 1,769 11,211 1,234 3,003
NC Central University 1,878 11,322 1,163 3,041
UNC-Pembroke 1,689 11,129 1,135 2,824
UNC-Wilmington 1,928 11,638 1,647 3,575
Western Carolina University 1,651 11,087 1,551 3,202

UNC-Asheville 1,897 11,097 1,425 3,322

Elizabeth City State University 1,399 9,738 1,075 2,474
Winston-Salem State University 1,451 9,791 1,203 2,654

NC School of the Arts 2,755 14,035 1,461 4,216

Source:  Fiscal Research Division , N.C. General Assembly
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as affordable health care in rural areas, public television,
agricultural extension programs, and support for public-
private partnerships such as Research Triangle Park.

The structure of North Carolina's university govern-
ance system reflects a delicate balance:

o among the Governor, the legislature, the UNC Sys-
tem President, and the UNC Board of Governors;

o between the UNC System President and Board of
Governors and the chancellors and local campus
boards of trustees;

o between the mandate of the state Constitution that a
University education "as far as practicable, be .. .
free of expense" and the University's need for rev-
enue; and

C among multiple missions of teaching, research, and
public service.

The balance achieved by any university system de-
pends heavily upon relations between the central gov-
erning Board and the General Assembly. UNC Board
of Governors members can protect their ability to make
decisions free of legislative interference by making sure
that the Board does not abdicate its responsibility to deal

with difficult issues such as tuition increases, account-
ability for management decisions made by individual
campuses, or the role of the system's historically black
institutions. Similarly, the Board must ensure that it
does not fail to act on key issues before the General
Assembly steps in.

University governance does matter. But governance
issues should not be viewed in a vacuum. The UNC
Board of Governors and President should take the lead
in self-evaluation and review of higher education policy
in order to prevent having changes imposed by a politi-
cal process. The Board of Governors is in a unique
position to strengthen all of higher education in North
Carolina. By and large, it has the tools it needs in statu-
tory authority and funding to guide and govern higher
education in North Carolina.

UNC's historic dual commitment to educational
access and excellence, as reflected in its statutory mis-
sions of teaching, research, and public service, can be a
touchstone for the Board in taking on these challenges.
As former UNC Board of Governors Chairman Sam
Neill says, "Very few states have had the courage to do
what we do in this state. The risk is that people won't
look at the long-term picture. We are a 200-year insti-
tution. We're here for the duration."
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The General Assembly shall provide that the

benefits of The University of North Carolina

and other public institutions  of higher

education, as far as practicable, be extended to

the people of the State free of expense.

- N.C. CONSTITUTION

ARTICLE IX, SECTION 9



CHAPTER 1

The  History of t he
UNC  Boar d  of  Governors

... what's past is prologue, what to come in yours and my discharge.

- WILLIAM SHAKESPEARE

THE TEMPEST

ACT II, SCENE I

The UNC Board of Governors was created by the
N.C. General Assembly in legislation in 1971
that brought 16 higher educational institutions

under the administrative umbrella of the University of
North Carolina.' The Higher Education Reorganization
Act was the result of an intense legislative struggle that
pitted then-Governor Robert W. Scott against leaders and
key supporters of the six-campus Consolidated Univer-
sity of North Carolina. The debate over restructuring
took place during an era of unprecedented growth in
North Carolina's higher educational institutions -
growth that had outstripped the ability of existing agen-
cies to coordinate programs and fairly distribute re-
sources.' Legislators at the time sought relief from the
pressure of competing demands for funding of higher
educational institutions, while university leaders wanted
to shield their campuses from interference by politicians.
Former Governor James Holshouser Jr. - then one of
only 24 Republicans in the N.C. House of Representa-
tives (R-Watauga) during the debate over restructuring
in 1971 - believes the creation of the Board of Gover-
nors was a way to achieve both of those ends. "If you
accept the fact that the public treasury will never be big
enough to meet all of the needs, it's better to have the
[budgetary] prioritizing done in the educational commu-
nity and not in the halls of the legislature. That's what
all of us back in 1971 wanted," he says.

A.

In 1971, the restructuring legislation eliminated the state
Board of Higher Education, which since 1955 had been
a coordinating body for higher education. The bill re-
placed that old board with a new central governing board
with extensive powers to manage 16 public higher edu-
cational institutions in North Carolina. The initial 32-
member Board was composed of 16 members elected
by The Board of Trustees of the former Consolidated
University and 16 members elected from the Boards of
Trustees of the 10 regional schools, among them former
teacher's colleges, a land grant university, and five his-
torically black colleges.' Future Board of Governors
members were to be chosen by the General Assembly
- one half by the Senate, and one half by the House.
Two unique features of the 1971 restructuring law were
that it retained a separate board of trustees for each of
the 16 UNC member campuses, and that these local
boards derived nearly all of their powers by delegations
from the central governing board.

This approach to balancing power between a cen-
tral governing board and local campus boards was
debated until final approval of the higher education
restructuring package in 1971, and like many other as-
pects of the restructuring measure, reflected numerous

Restructuring Higher Education
in 1971

3



Every year I was in the legislature, there was

some serious debate about structural change in

[higher] education. It was in a consistent state of

boiling.

compromises. When the House Higher Education Com-
mittee debated the proposed reorganization bill in Oc-
tober 1971, regional university supporters backed a pro-
posal to specify powers to be given to the local trustee
boards in the law. Proponents of this proposal were con-
cerned that if explicit authority for the institutional
boards was not written into the statute, those boards
would be too weak. However, their arguments were
overridden by lawmakers who felt that all powers should
be invested in the central board, and a measure to give
specific powers to the local boards of trustees was de-
feated in the committee by a voice vote.' Following en-
actment of the restructuring legislation, the Board of
Governors delegated significant duties and authority to
the campus boards, including authority over student ad-
missions (though enrollment levels were to be set by the
Board of Governors), student aid programs, physical ex-
pansion of the campuses, endowments, awarding de-
grees, student services, most personnel decisions, and
intercollegiate athletics. (See Appendix B: The Code of
the Board of Governors of The University of North
Carolina on page 325, for delegations of duty and au-
thority to Boards of Trustees.)

Although the 1971 restructuring legislation was the
most dramatic change in university governance in North

- JAMES E. HOLSHOUSER, JR.

N.C. GOVERNOR, 1973-1977

Carolina, it was not the first. In 1931, the General As-
sembly enacted, on recommendation of Governor O.
Max Gardner, a three-campus consolidation of the Uni-
versity of North Carolina at Chapel Hill, the North Caro-
lina State College of Agriculture and Engineering (now
North Carolina State University at Raleigh), and the
North Carolina College for Women (now the University
of North Carolina at Greensboro), to be known infor-
mally as the Consolidated University. The reason for
the change was primarily economic. In the lean years
of the Great Depression, political and educational lead-
ers hoped that forming a three-campus system would
save money by eliminating duplication of costly aca-
demic programs.' The three-campus university was
governed by a 100-member board of trustees whose
members were elected by the legislature.

The Consolidated University expanded in 1965 by
taking in Charlotte College, which became the Univer-
sity of North Carolina at Charlotte. And in 1969,
Asheville-Biltmore College and Wilmington College
joined the Consolidated University as the University of
North Carolina at Asheville and the University of North
Carolina at Wilmington, respectively. In 1967 and 1969,
in a highly controversial move, the legislature granted
the title of "regional university" to nine of 10 public
senior institutions outside of the Consolidated Univer-
sity system. Along with the title came the legal author-
ity to offer doctoral degree programs subject to the ap-
proval of the state Board of Higher Education.6 The
measure effectively ended the monopoly that the Con-
solidated University had held over doctoral degree pro-
grams and upset the educational hierarchy that lawmak-
ers themselves had created just a few years earlier in
1963. The resulting need for statewide coordination was
one factor that led the General Assembly to restructure
the university governance system in 1971.

Many state policymakers inside and outside of the
university system share a fierce pride in University
accomplishments and in a university governance struc-
ture that they believe has made North Carolina a na-
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tional leader in higher education. Former Governor
Holshouser, who served on the UNC Board of Gover-
nors from 1979 to 1991 and is now a non-voting emeri-
tus member, echoes the sentiments of many when he
says, "The university is what sets North Carolina apart
from the rest of the South. The proof of the pudding is
the regard this state is held in nationally."

Over the years, the Board of Governors has weath-
ered various controversies and challenges. In the first
four years of its existence alone, the UNC Board re-
solved a dispute over expanding medical education in
the state by approving a four-year medical school at East
Carolina University in Greenville; prepared a five-year,
long-range plan for the university; developed a state plan
for the elimination of "racial duality" at historically
white and historically black campuses; completed stud-
ies of.veterinary, medical, legal, and nursing education
with recommendations to the General Assembly; com-
pleted and adopted a study of state support for North
Carolina's five historically black institutions; recom-
mended that the General Assembly consider an alterna-
tive to per-capita grants to in-state private colleges and
universities; and developed policies and procedures for
budgets, campus employment, selection of institutional
board members, and creation of institutional endowment
funds.'

I was riding in the state

limousine by myself and

apparently this was on my

mind.... I thought, well,

look, both Friday and West

are saying there's got to be

a better way [to govern

higher education]. While

we have these two people

thinking this way, we'd

better move on it.

- ROBERT SCOTT

N.C. GOVERNOR,  1969-1973

B. Post -1971 Changes in
UNC Governance

UNC's governance structure has changed little in the past
33 years. Although there have been alterations in how
Board of Governors members are selected and in the
duties of the Board, there have been only three signifi-
cant modifications in the statute that created the system
in 1971.8 In 1987, the General Assembly reduced the
terms of Board members from eight years with a two
consecutive term limit to four years with a three con-
secutive term limit.' As a result of that change and be-
cause of the way Board membership is staggered, one-
half of the members of the Board are now elected every
other year. The second major structural change occurred
in 1991, when the President of the UNC Association of
Student Governments was made  an ex officio,  non-voting
member of the Board of Governors.10 The third struc-
tural change occurred in 2001, when the General Assem-
bly eliminated the requirement, dating from 1971, that
at least two of the 16 members elected every two years
had to be women, two had to be racial minorities, and
two had to be from the minority political party in the
General Assembly. This means all seats on the Board
of Governors now are filled by persons chosen to serve

-continued
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Table 1

Major  Legislative Changes in  University Governance Since 1971

Year, Chapter in Legislative Session Laws
(bill number),  and Where Change Is Codified
in N.C.  General Statutes  (HB refers to House
Bill, SB to Senate Bill)

1971: Chapter 1244 (HB 1456),
codified as G.S. Chapter 116

1977: Chapter 506 (SB 691),
amending G.S. 116-36

1983: Chapter 761 (SB 23), Sec. 107,
amending G.S. 116-11(9)b

Chapter 163 (SB 121),
repealing part of G.S. 116-11

1984 : Chapter 1034 (HB 80),
Sec. 49 and 50

1987: Chapter 228 (SB 736),
amending G.S. 116-6

1989: Chapter 274 (SB 156),
amending G.S. 116-6

1991:  Chapter  689 (HB 83), Sec.
206.2,  adding sections G.S.
116-44.6, 116-44.9, and 116-
44.10,  and amending G.S. 143-
53.1 and 116-37

Chapter 220 (SB 822),
adding new G.S. 116-6.1

Substance of Legislative Action

Major restructuring legislation creating the 16 university system and the UNC
Board of Governors.

Allows UNC campus Boards of Trustees to establish endowment funds subject
to uniform terms and conditions set by the Board of Governors.

Alters the relationship between the legislature and the Board of Governors in
UNC budget decisions. Directs the Board of Governors to allocate current
operating funds requested without reference to constituent  institutions  according
to its own schedule of priorities and in accordance with any specifications in the
Budget Appropriations Act. States that the legislation should not be construed
to allow the General Assembly, with the exception of capital improvements, to
directly refer to particular  constituent institutions  when specifying priorities for
these funds.

Repeals requirement that all requests for state aid by private colleges and
universities in North Carolina be submitted first to the UNC Board of Governors
for review and approval.

Made the North Carolina School of Science and Mathematics an affiliated
school of the University of North Carolina.

Changes the length of terms for Board of Governors members from eight years
with a two-term limit to four years with a three-term limit. Requires General
Assembly to hold elections for Board of Governors members within the first 30
legislative days of the regular session. Continues quotas by stating that of the
16 university board members elected each session, at least two must be women,
two must be of a minority race, and two must be of the political party to which
the largest minority of the members of the General Assembly belongs. Adds as
non-voting members anyone who is not yet 70 years old (the age provision was
later repealed) and has served one full term as chair of the Board of Governors
and whose term has expired.

Provides that the state Senate and House will make their nominations for
membership on the Board of Governors separately, rather than in joint session.

Grants the Board of Governors authority to assign certain UNC schools to a new
category called "special responsibility constituent institutions," to grant those
schools greater management authority over budgeting, purchasing, and person-
nel, and to permit them to carry forward up to 2.5% of unspent appropriations.
To qualify, institutions must meet specific budgetary and accounting standards

and safeguards, and must submit an annual report documenting fiscal savings,
greater efficiency and other effects of greater management flexibility. (The
Board of Governors now has designated all 16 universities as special responsi-
bility constituent institutions.)

Adds the President of the UNC Association of Student Governments, or his
designee, as a non-voting ex officio member of the Board of Governors. Adds
any former Governor of North Carolina who has thereafter served one full term
as a member of the Board of Governors as a non-voting ex officio member of
the Board of Governors.
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Table 1
CONTINUED

Major Legislative Changes in University Governance Since 1971

Year,  Chapter  in Legislative Session Laws
(bill number),  and Where Change Is Codified
in N.C.  General Statutes  (HB refers to House
Bill, SB to Senate Bill)

Chapter 436 (HB 923),  amend-
ing G. S. 116-6

1993: Chapter 393 (HB 292), adding
new Chapter G.S. 116C

1997: Chapter 412 (SB 862), adding
new G.S. 116-31.10 and 116-
31.11

1998: Chapter 212 (SB 1366), Sec.
11.8, amending G.S. 116-37

2001: Session Law 2001-424 (SB
1005), Sec. 31.11 a, amending
G.S. 116-40.20-40.23

Session Law 2001-503 (HB
1144) amending G.S. 116-6 and
116-7(a)

Sources: North Carolina Legislation, 1971-
1999:  Institute of Government, UNC-Chapel
Hill;  Summaries of Substantive Ratified
Legislation 2000-2001:  Research Division,
N.C. General Assembly.

Substance of Legislative Action

Revises the way in which the Senate and House elect members of the Board of
Governors. Beginning in 1993 and every four years thereafter, the Senate elects
at least two women and two racial minorities to the Board and the House elects
at least two political party minorities. In 1995 and every four years thereafter,
the Senate elects the members of a minority political party and the House elects
the women and racial minorities to the Board. Each chamber elects by resolu-
tion members of the Board of Governors from a slate of candidates prepared by
that body. Repeals 70-year age limit on ex officio members' service. Requires
that election of Board of Governors members be held within 30 legislative days
of appointment of education committees.

Creates (1) an Education Cabinet consisting of the Governor, UNC President,
State Superintendent of Public Instruction, and President of the N.C. Commu-
nity College System, and (2) a State Education Commission, consisting of the
UNC Board of Governors, the Board of the Community College System, and
the State Board of Education.

Extends greater purchasing authority to the UNC system, including allowing the
Board of Governors to set bidding thresholds for each "special responsibility
constituent institution" at any level up to $250,000. Also grants the Board new
authority over projects related to the design, construction, or renovation of
property for which estimated expenditures do not exceed $500,000 in public
money and permits the Board to delegate this authority to constituent institu-
tions under certain circumstances.

Directs the UNC Board of Governors to create a Board of Directors for the
University of North Carolina Health Care System, consisting of 12 members,
nine of whom are appointed by the Board of Governors. The new hospital
board has the power to make rules, regulations, and policies governing the
management and operation of the University of North Carolina Hospitals at
Chapel Hill. This was a special provision adopted as part of the state budget
act.

Gives the Board of Governors increased authority to delegate management
functions in the areas of appointing and fixing compensation of senior person-
nel, tenure, tuition and fees, and information technology to local boards of
trustees.

Eliminates the requirement that at least two of the 16 Board members elected
every two years had to be women, two had to be racial minorities, and two had
to be from the minority political party. This means all seats on the Board now
are elected at-large. The act changes the criteria the General Assembly uses to
elect the Board members but does not change the number of members or their
terms. The act also states that the Board members shall be "qualified by
training and experience to administer the affairs of The University of North
Carolina," and "shall be selected based upon their ability to further the educa-
tional mission of The University through their knowledge and understanding of
the educational needs and desires of all the State's citizens, and their economic
geographic, political, racial, gender, and ethnic diversity."
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at-large." (See Table 1, Major Legislative Changes in
University Governance Since 1971.)

This is not to say that no other adjustments in the
university governance structure have been proposed

since 1971. Legislators have shown particular interest
in changing  the selection process for Board of Gover-
nors members. For example, in 1993, brother and sis-
ter state Senators Dennis Winner (D-Buncombe) and
Leslie Winner (D-Mecklenburg) led an unsuccessful at-
tempt to pass a bill that would have required at-large
members of the Board of Governors to be elected from
each of the state's 12 congressional districts - upping
the total number of seats on the Board from 32 to 36.
North Carolina already had the largest higher education
governing board in the United States.12 In 1997, a pro-
posed change would have required members of the Gen-
eral Assembly to wait two years from the date of leav-
ing the legislature before being elected to the Board of
Governors. Another proposal called for the Governor's
appointments to the campus boards of trustees to be
made subject to confirmation by the General Assembly.13

In the 1999 legislative session, Senator Tony Rand
(D-Cumberland) introduced a bill that would give the
President Pro Tempore of the Senate and the Speaker of
the House the power to appoint one member each to the
local  campus boards of UNC schools - while reduc-
ing the number of campus trustees appointed by the
Board of Governors from eight to six.14 Also in 1999,
Representative Gene Arnold (R-Nash) introduced a mea-
sure that would have required the Board of Governors
to conduct a comprehensive study of the UNC system's
administrative structure, including the selection and ap-
proval process for the members of the Board.15 Neither
of these measures was enacted.

Another measure introduced in the 1999 legislative
session would have required that appointments to statu-
torily created decision-making authorities or boards such
as the  Board of Governors accurately reflect the propor-
tion of women (51%) in the state's population." After

Ij
The; feeling on  the  part of the

regional schools was that we were at
i great disadvantage .... ` We

obviously envied the schools [such as
UNC-Chapel Hill] that  had more

strength.  It wasn 't prejudice but

jealousy . We felt  we needed to be in

a, better posture.

WALLACE HYDE

!
r!{

FORMER MEMBER OF THE BOARD OF

TRUSTEES, WESTERN CAROLINA UNIVERSITY

One of the reasons why history

repeats  itself is  because every

generation  refuses  to read the

mi idtes  of the  last  meeting.

- ANONYMOUS

being modified to state that its purpose was to "encour-
age gender equity but is not to direct, mandate, or re-
quire such," the legislation was approved by the Assem-
bly." The law requires the Governor, General Assembly,
and other appointing authorities to file annual reports
with the Secretary of State disclosing the number and
percentage of appointments made during the preceding
year from each gender for each state and local board or
commission.

The 2001 General Assembly created a UNC Board
of Governors Study Commission to "study the method
of election or appointment of members of the Board of
Governors, the length of members' terms, the number
of terms a member may serve, and the size of the Board
of Governors"18 Because the General Assembly met
until October in 2001 and until December in 2002, there
was little time for interim study commissions to meet.
The legislative study commission on UNC held one
meeting on January 8, 2003 and determined that it could
not complete its study before the 2003 legislature that
convened on January 29, 2003. The group was recon-
stituted by the General Assembly and continued its de-
liberations on April, 20, 2004 and May 6, 2004. Finally,
in 2003, Representative Mickey Michaux (D-Durham)
proposed legislation that would have required that the
Boards of Trustees for each of the 16 campuses of the
University nominate individuals for the Board of
Governors, who would then be elected by the General
Assembly."

The Board of Governors itself has debated possible
changes in UNC's governance system. At a March 19,
1999 meeting in Raleigh at North Carolina State Uni-
versity, Board members discussed whether to back a pro-
posal from the UNC Association of Student Govern-
ments to grant  voting  rights to the student representative
on the Board. Currently, the student body president of
each UNC campus has a voting seat on each local cam-
pus board of trustees, but the students' representative to
the Board of Governors serves without a vote. In 2001,
bills were introduced in both legislative chambers to give
the student member of the Board of Governors the same
voting rights as the other legislatively selected members
of that body.20 Legislation that would have accomplished
this result passed the House not only during the 2001-
02 legislative session (HB 169), but also during the
2003-04 (HB 506) and 2005 sessions (HB 92), but was
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not taken up for consideration in the Senate Committee
on Rules and Operations in 2001-02, 2003-04, or 2005.
This issue and the Board of Governors proposal will be
discussed more fully in Chapter 3 of this report.

Over time, the Board has gained the trust of many
legislators and educational leaders alike. "As far as I
know, no serious mistakes have ever been made by the
system," says William Dees, a Goldsboro attorney who
served as Chairman of the Planning Committee that be-
came the Board of Governors in 1972, as a member of
the Board from 1972 to 1987, and as a member emeri-
tus from 1987 to 1990.

"If you accept the fact that the public

treasury will never be big enough to

meet all of the needs, it's better to have

the [budgetary] prioritizing done in the

educational community and not in the

halls of the legislature. That's what all of

us back in 1971 wanted. "

-  FORMER GOVERNOR JAMES HOLSHOUSER JR.

C. Current Pressures
for Change

However, some supporters of the state's public univer-
sity system are unconvinced that the governance struc-
ture is the reason for its achievements. "We say boast-
fully that North Carolina has the best public university
system. What people really mean is that the 16 institu-
tions stand up so well," says Paul Hardin, who served as
Chancellor of the University of North Carolina at Chapel
Hill from 1988 to 1995. "We don't really know if it's
the [governance] system that is so good or whether it's
the institutions that have prospered despite that system."
Others voice concerns over what they see as a recent de-
cline in the power and prestige of the Board of Gover-
nors that has made it less able to advocate for the sys-
tem in the halls of the legislature. William Friday -
whose service as university President from 1956 to 1986
spanned the transformations from a statewide coordinat-
ing board system to a system governed by a consolidated
governing board, and from a three-campus university to
a 16-campus system - recalls that the 100-member
board of trustees that ran the university before 1972 was
composed of "some of the finest people in the state. You
had the chief executive officer of every major company
in the state, the head of the Farm Bureau, every living
Governor. Now  that  was power. That's why the univer-
sity had such a strong time in this state."
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I I,

Sincei ive  can no longer assume any
single  ;historical  event , no matter how

>recerit;' to be common  knowledge, I

must ' treat events dating  back only a

few years as if they were  a thousand

y ash ld.

- MILAN KUNDERA

iBOOK OF LAUGHTER AND FORGETTINGTHE

Many of the issues the Board of Governors is grap-
pling with today have their origins in the 1971 restruc-
turing legislation." One example is the continuing ques-
tion of the role of the state's five historically black
universities within the multi-campus system. In the
1970s, supporters of institutions that had been created
to educate African Americans during years of segrega-
tion feared that restructuring legislation was a pretense
for closing or consolidating those schools. Other smaller
institutions were apprehensive of being dominated by
larger institutions' interests and supporters. The reten-
tion of separate boards of trustees for UNC member
campuses was one way to ease those concerns, as was
creation of a board large enough to accommodate
representatives of schools outside of the former Con-
solidated University, including the historically black
institutions.

In addition, the university governance system that
was created in 1971 reflects important aspects of the
state's political culture. The General Assembly selected
the first university trustees in 1789, gave them lifetime
appointments, and provided that the Board should there-
after fill its own vacancies. In 1804, the legislature re-
scinded the Board's appointment power and reclaimed
it for itself. From 1868 to 1873, the State Board of Edu-
cation, comprised of eight executive branch officials
serving ex officio, selected the university trustees. Leg-
islators have elected members of the university Board
continuously since 1873.22 The tradition of legislative
selection has continued with election of the Board of
Governors by the N.C. General Assembly.

Many current attitudes toward changing the univer-
sity governance system seem to be shaped by whether
the holder of the opinion observed or participated in the
restructuring fight three decades ago. Interviews for this
report show that people who remembered the battle over
restructuring were less inclined to favor major structural
change than those who did not. "Most legislators now
were not around in those terrible years [before restruc-
turing] and don't know how chaotic it was," reflects
Robert W. Scott, who was Governor from 1969 to 1973
and who led .,the effort to reorganize higher education

in 1971. "Any structural change now might lend itself
to similar chaos." In fact, only two members of the
2005 General Assembly (Senator Hamilton Horton and
Senator R.C. Soles) also served in the 1971 General
Assembly.

One argument against any alteration in North
Carolina's university system is that the current gover-
nance model provides the best means for resolving the
types of problems now facing the university. Under this
line of thinking, only a strong, central board can best
decide how to allocate resources in a time of increased
competition for state funds for higher education or
decide how to accommodate thousands of new students.
Others argue that a system that has produced the degree
of academic and administrative success that North
Carolina has enjoyed should be changed only if there is
an alternative that has proved more effective. "The
structure is in place, and it works," says former Univer-
sity President Bill Friday. "Structure is not the issue.
The problem is leadership, management, insight, and
courage."

Those who favor changes in the structure of univer-
sity governance give four main reasons for their views.
First, advocates for change say the current system of
election of the Board of Governors by the legislature has
become too vulnerable to partisan politics in the Gen-
eral Assembly. Second, advocates for change say the
present university governance system has harmed the
state's prestigious research institutions by redirecting
needed resources to other campuses. Proponents of this
view have offered solutions ranging from allowing UNC-
Chapel Hill and N.C. State University to operate under
different rules from other UNC campuses to removing
them entirely from the 16-campus system. Third, sup-
porters of change argue that the Board of Governors has
not been effective in reducing harmful competition
among UNC member campuses or avoiding unnecessary
duplication of academic programs. And fourth, support-
ers of change say that the Board of Governors system
has fostered a centralized, one-size-fits-all style of man-
agement that has stifled creativity and healthy competi-
tion among member campuses. "We've got such a
highly diverse system that it's very awkward for the
Board of Governors to deal with all of those campuses
on the same basis," says Paul Rizzo, former dean of the
Kenan-Flagler Business School at the University of
North Carolina at Chapel Hill who served on the Board
of Governors from 1995 to 1999 and is now a member
of a new board governing the UNC Health Care Sys-
tem. "If you want to have one board to deal with all 16
campuses all at once, you're going to have some very
awkward compromises."

The following chapters of this report will address
arguments for and against changing North Carolina's
university governance system by exploring specific ad-
vantages and disadvantages of the current structure and
of alternative structures. The report also will examine
the selection process for the UNC Board of Governors,
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the powers of the Board of Governors, and the balance
of powers between the central governing board and the
local campus boards of trustees.
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CHAPTER 2

Selection of the
UNC  Board of Governors

Members of the Board of Governors shall be "qualified by training and

experience to administer the affairs of The University of North Carolina, " and

"shall be selected based upon their ability to further the educational mission

of The University through their knowledge and understanding of the

educational needs and desires of all the  State's  citizens, and their economic

geographic, political, racial, gender, and ethnic diversity. "

- N.C. GENERAL STATUTE 116-7(a)

North Carolina is one of only two states in the na-
tion in which  the legislature elects  all voting
members of the statewide higher education

board.' The other is New York, whose 16-member
Board of Regents of the University of the State of New
York is elected by lawmakers.' In 43 states,  governors
appoint  all or a majority of the members of statewide
public higher education boards.3 In 31 of those states,
board appointments are subsequently approved by one
or both houses of the legislature. In 9 states, public uni-
versity boards are formed with a combination of guber-
natorial and legislative appointments or appointments by
some other elective official or appointing authority.4

For example, in Alabama, 10 of the 12 members of
the Alabama Commission on Higher Education - a co-
ordinating board which regulates public higher educa-
tional institutions and vocational-technical institutions -
are appointed by the Governor, while two others are ap-
pointed by the Lieutenant Governor and the Speaker of
the House.' In Pennsylvania, 14 of the 20 members of
the Board of Governors of the State System of Higher
Education - a board that governs 18 public higher edu-
cational institutions - are appointed by the Governor.
The President Pro Tempore of the Senate, Senate Mi-
nority Leader, Speaker of the House, and House Minor-
ity Leader each select one additional member, and the
Governor and the state Secretary of Education also have

voting seats on the Pennsylvania board.' And in South
Carolina, while the Governor appoints all 14 members
of the State Commission on Higher Education - a
board that regulates public universities and community
colleges - six of those members must represent each
of the state's congressional districts. The Governor
appoints those six members upon recommendation of a
majority of Senate and House members in that legisla-
tive district. There also are four voting  ex officio  seats
on the South Carolina Commission that are appointed
by the Governor with the consent of the Senate to rep-
resent both public and private universities in the state.'

As noted above, 31 states require legislative ap-
proval of gubernatorial appointments to public higher
education governance boards. Many of these states re-
quire confirmation solely by the state Senate. For ex-
ample, the 16-member Board of Regents of the Univer-
sity System of Georgia is composed of one member from
each congressional district plus five members from the
state at large, all of whom are appointed by the Gover-
nor and confirmed by the Senate.' The Georgia board
oversees 34 public higher education institutions - four
research universities, two regional universities, 13 state
universities, two state colleges, and 13 two-year colleges.
The Board of Regents of the University of Wisconsin
system, which governs the state's 13 public four-year
institutions, has 17 members - 14 at-large slots filled
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The North Carolina  House of Representatives . N.C. is one of  only two  states where  the legislature
elects all voting members of the statewide higher education board.

by the Governor and subject to Senate confirmation; one
student member appointed by the Governor,  and two ex
officio  members from the education community.9 Fi-
nally, Utah 's State Board of Regents ,  which oversees
nine public colleges and universities ,  is composed of 16
members appointed by the Governor,  all of whom must
be confirmed by the state Senate except for the single
student appointee.10 All three of these entities are con-
solidated governing boards like North Carolina 's Board
of Governors .  In two of the states, Georgia and Utah, a
single board governs all public two -year and four-year
institutions; conversely ,  the board in Wisconsin is re-
sponsible for four-year public institutions only."

In two states - Nevada and Michigan - members
of statewide higher education governing boards are
elected by the public.  In Nevada, all 11 members of the
Board of Regents ,  which governs public universities and
community colleges, are elected by the public." In
Michigan, members of both the State Board of Educa-
tion and the boards of trustees of three public universi-
ties are elected by the public. The Governor and Su-
perintendent of Public Instruction also serve on the
Michigan State Board of Education as  ex officio,  non-
voting members." Michigan 's 10-member state board
is a planning agency that coordinates all public schools,

public higher educational institutions, and community
colleges.

The size of statewide higher education boards

.ranges from a low of seven members of the North Da-
kota State Board of Higher Education, which is a con-
solidated governing board, to a high of 32 members on
the UNC Board of Governors.14 The most frequent size
of state higher education boards ranges from 10 to 14
members.15 With 32 voting members, the University of
North Carolina's Board of Governors is the largest cen-
tral higher education board in the country.16 Until 2001,
the statute that created the Board contained the most
specific language of any state regarding the number of
women, minorities, and minority party representatives
who must be elected to serve. Of the 16 Board of Gov-
ernors members elected every two years, at least two had
to be women, two had to be members of a minority race,
and two had to be members of the largest minority
political party in the General Assembly" - which for
most of the last 33 years was the Republican Party.

In 2001, under threat of a lawsuit filed by wealthy
oilman and former member of the UNC-CH Board,
Walter R. Davis, and others, the General Assembly re-
placed these provisions with language that says Board
members "shall be qualified by training and experience
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N. C.G.S.  §  116-6 (excerpted):

(a) [Members of the Board of Governors]  shall be elected by the  Senate and House of Representatives.

Sixteen members shall be elected at the regular legislative session in 1993 and every two years thereafter.

The Senate and the House of Representatives shall each elect one-half of the persons  necessary

to fill the vacancies on the Board of Governors.

to administer the affairs of The University of North
Carolina" and "shall be selected based upon their abil-
ity to further the educational mission of The University
through their knowledge and understanding of the edu-
cational needs and desires of all the State's citizens, and
their economic, geographic, political, racial, gender, and
ethnic diversity."" Non-voting seats are held by a rep-
resentative of the university's Student Government As-
sociation, and for one-term by anyone who has formerly
served one full term as Chair of the Board of Governors
and whose term on the Board has expired, as well as by
any former N.C. Governor who subsequently has served
a full term on the UNC Board of Governors.19 Thus, in
2003-04, in addition to the 32 voting members, there
are four non-voting members on the Board - former

N.C. Governor James E. Holshouser Jr., former Board
Chairmen Cliff Cameron and Benjamin S. Ruffin, and
student member Jonathan L. Ducote. Ducote was re-
placed by Amanda Devore in July 2004. Cameron re-
signed in January 2005.

As mentioned in the previous chapter, the terms of
UNC Board members were initially eight years with a
two-term limit. The length of terms was reduced in 1987
to four years with a three-term limit. Nationally, terms
for members on statewide higher education boards range
from three years for members of the Delaware and
Rhode Island boards, to 12 years for members of the
Board of Trustees of State Institutions of Higher Learn-
ing in Mississippi, with four- or six-year terms in the
vast majority of states.20

The UNC Board of Governors,  meeting in Chapel Hill

'IV
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A line  printed verbatim on letterhead
used by  Mansfield  University assures

us:

" Mansfield University  is a member

of tlae; State System of Higher

Eductio.n+of the  Commonwealth of
Pennsylvania."
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The process by which members of North Carolina's
Board of Governors are elected has remained essentially
the same since the 16-campus system was created in
1971.  The restructuring legislation passed that year di-
rected the N.C. General Assembly to elect members of
the Board of Governors  every  two years beginning in
1973.  No members of the General Assembly, state of-
ficers, state employees ,  employees  of UNC  campuses,
or their spouses were allowed to serve on the Board of
Governors .  The Senate and House of Representatives
separately were to elect one-half of the members of the
Board ,  while nominations were to be made in joint leg-
islative session with Senate members sitting in the House
chambers .  In 1989 ,  the General Assembly changed the
process so that the House and Senate now handle their
nominations as well as their elections ,  separately rather
than in joint session.

N.C.G.S . §116-6 (c) states in part that  "the slate of
candidates shall list at least twice the number of candi-
dates for the total seats open ."  But, in 1999  and 2001,
the ballots submitted to the N.C. Senate contained only
the number of candidates as there were Board positions
to be elected .  In  1999,  four individuals had initially re-
quested consideration for the two minority party seats
to be filled on the Board ,  but two withdrew their names
before the ballot was submitted to the full Senate. In
2001 ,  one of the three candidates for a female seat on
the Board withdrew ,  leaving two candidates for the two
positions set aside for women on the ballot .  In 2003,
the Senate initially had a pool of 20 candidates for eight
available seats ,  but after their Education /Higher Educa-
tion Committee winnowed the list ,  the full Senate was
left with  only 11  choices for the eight seats. In 2005,
Education /Higher Education Co-Chair Senator Jeanne

Lucas (D-Durham) announced just prior to the Senate
vote that four candidates had "asked that their names be
withdrawn," leading only eight eligible candidates for
the eight seats available.

In 2003, the state House of Representatives resolu-
tion electing members of the Board of Governors also
contained the same number of candidates as available
seats, and members were given only the option to vote
yes or no on the entire slate. Former House Speaker
Harold Brubaker (R-Randolph), who chairs the House
Select Committee on the University Board of Governors
Nominating, said, "The House leadership decided that
we needed more diverse and quality candidates than the
process we used for the last couple of sessions would
yield, and this was a good way to accomplish that."
Brubaker argues that the process the House leadership
used in 2003 is a more formalized version of the pro-
cess used by the Senate leadership for the past several
sessions where members of the majority party vote for
a prescribed slate of candidates. He also believes that
using a resolution to elect a slate of Board members for
the exact number of seats available is an improvement
over an election on the floor of the House with double
the number of candidates in relation to seats available,
because the legislative leadership can do a better job of
screening the candidates than is possible in a floor fight.

Although the initial Board of Governors was com-
posed of members chosen by and from the former 11
Boards of Trustees, they and later Board members were
deemed to be "members-at-large, charged with the re-
sponsibility of serving the best interests of the whole
State.."Z' John Sanders, a former member of the Board
of Governors, notes that about half of the 32 members
of the current Board of Governors are former members
of campus Boards of Trustees and that a majority of
those are former chairs of those Boards of Trustees. Says
Sanders, "That experience gives them some knowledge
of University operation at the campus level. But it also
gives them a natural bias in favor of `their' institution
and facilities, if it does not inspire parochialism."
Whether all Board members understand their responsi-
bility to adopt a statewide perspective is questionable.
For example, when Board member Frank Grainger was

We deck the halls of higher knowledge

.Dear to you and yours this season;

Hail ;each four-  and two-year college,
Ilvy,' redbrick ;  healthy, wheezing.'i

"`MARGINALIA,"  THE CHRONICLE OF HIGHER

EDUCATION,  DECEMBER 20, 1996
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elected to the Board in 1997, he "vowed to give NCSU
more of a voice to counter what he called a strong tilt
toward the University of North Carolina at Chapel
Hill."22

The 1987 law which reduced the length of terms of

Board of Governors members also added a requirement
that the. General Assembly hold elections for seats on

the university Board within a specified time period af-
ter the convening of each biennial session .  As required
by N.C.G.S. 116-6(c), elections for Board of Governors
members are now held within 30  legislative  days23 after
the committees of each chamber are appointed .  If there
is a vacancy on the Board ,  the chamber that originally
elected that member is responsible for filling the seat.

Sidebar 2.1

Three Types of State Higher Education

Governance Structures

Previous research by the N.C. Center for Public Policy Research identified three basic state higher education
governance structures throughout the country.' These structures are:

1. Consolidated Governing Board Systems  (24 states ,  including North Carolina)

In these states, all public institutional governance is centralized in either one or two governing boards. There is
either one statewide board whose primary duty is to  govern  all public postsecondary institutions in the state, or
there are two multi-campus boards that divide the governance of the state's public institutions between the two
of them. Statewide  coordination  of higher education policy and planning may be the responsibility of this same
consolidated governing board by statute or convention, or it may be the duty of a separate board or agency. Some-
times, a state has no formal board which carries out typical coordinating responsibilities.

2. Coordinating Board Systems  - (a) Regulatory and (b) Advisory (24 states)

In these states, central coordinating boards serve as liaisons between state government and the governing boards
of individual institutions. These central coordinating boards have no governance authority. Instead, governance
responsibilities are in the hands of institutional boards, three or more multi-campus boards, or a combination of
institutional and multi-campus boards.

a. As part of their responsibility to coordinate higher education efforts throughout the state,  regulatory co-
ordinating boards  generally have the authority to approve and eliminate academic programs at public institu-
tions and to exercise some degree of regulatory power over the budgetary process. For instance, some regula-
tory boards present consolidated budgets, some may reject proposed budgets from individual campuses, and some
review and submit individual campus budgets to the governor and the legislature (21 states).

b. Advisory coordinating boards  have no real power  per se,  though their recommendations may be influen-
tial. They have the authority to review proposals to create new academic programs and to review existing pro-
grams, but their role is limited to providing advice to the state legislature, governor, or other higher education
boards. The same holds true for their ability to influence university budgets (3 states).

3. Planning Agency Systems  (2 states)

In these states, there is no statewide board charged with higher education coordination or governance. There is
only a planning agency that facilitates communication among institutions and education sectors and performs a
voluntary planning function. Governance is the responsibility of institutional boards on each campus or multi-
campus boards.

Footnote
' Carolyn Waller, Ran Coble,  Joanne Scharer ,  and Susan  Giamportone,  Governance  and Coordination of Public  Higher Education in

All 50 States,  N.C. Center for Public Policy  Research , N.C., 2000, pp.  vii-viii.
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(5) The candidates are charged with  "serving the best in-

terests W®p $  of the  whole State"  - not a geographic re-
gion or individual university campuses.

The specifics for the process of electing Board of Gov-
ernors members are outlined in resolutions passed by
each chamber in odd-numbered years when UNC Board
members are elected.24 (See Appendix C for the text of
the House and Senate resolutions governing election of
Board of Governors members in 2001 and 2003.)

The key components of the statutory design for
electing the UNC Board of Governors are as follows:

(1) The Senate and House each elect half the number of
seats available to the Board every two years.

(2) They fill these seats early in the legislative session

(3)

- within 30 legislative days after the legislative
committees are appointed.

The Senate and House committees are to recommend
slates of candidates with "at least twice the number
of candidates for the total seats open" for consider-
ation by the full Senate and House.

(4) These slates of candidates are to reflect the diversity
of the state's citizens - "their economic, geographic,
political, racial, gender, and ethnic diversity," though
specific requirements for minimum numbers of
women, African Americans, and members of the mi-
nority political party were repealed in 2001.

However, over the last four legislative sessions, the
process has increasingly been marked by squabbles be-
tween the two political parties and by an increasing de-
sire for control of the process by the Senate and House
leadership that leaves little role for the Senate and House
as a whole or their committees. As John Sanders says,
the statutorily prescribed election scheme is ignored.
"The choice of Governors has been made by the Senate
leadership (translation Basnight and Rand) since 1995
and the House Co-speakers followed suit in 2003. So
much for `unseemly' elections." The Center's research
and interviews in Chapters Two and Three of this report
also will show that the statutory goals of diversity on
the Board, statewide orientation, and having double the
number of candidates for seats available are not being
met by the current structure and process.

In the 1999 session, the ballot submitted to the full
Senate for a vote on February 18, 1999 contained only
six candidates for six at-large seats and two candidates
for the two seats designated for the minority political
party. Three other names had been submitted to the
nominating committee - one in the at-large category
and two in the minority political party category, one of
whom was an incumbent on the UNC Board. But those
names were withdrawn at the request of the candidates
before the committee made its nominations to the full
Senate. As provided in the authorizing resolution, no
nominations were allowed from the floor, and Senators
were told that their ballots would not be counted in a
specific category unless they voted for the same num-
ber of nominees as there were positions to be filled in
that category.

Republicans complained about the controlled pro-
cess. Senator Hamilton Horton (R-Forsyth) said the can-
didates for the minority party slots selected by the 15-
member Senate Republican Caucus were replaced with
Republicans approved by the 35-member Senate Demo-
cratic caucus. Sen. Hugh Webster (R-Caswell) com-
plained, "Is that the way they did ballots in the Union
of Soviet Socialist Republics?" But Majority Leader
Tony Rand (D-Cumberland) said the Senate was select-
ing candidates "to represent all of us"25 However, it
appears that at least the spirit of the law was violated
when the names of the candidates recommended by the
Republican caucus were not submitted to the full Sen-
ate, thereby preventing the full Senate from being able

URIC Board of Governors member Frank Grainger of Cary was
elected to the Board in 1997.
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to choose from four candidates for the two minority
party seats on the Board as the statute contemplates. The
statute (then and now) says, that the slate of candidates
will "list at least twice the number of candidates for the
total seats open .1116

On the Senate side in the 2001 legislative session,
every Senator was allowed to propose as many nomina-
tions for Board of Governors seats as there were posi-
tions to fill in each category. To have standing as a
nominee to the Board of Governors, a candidate had to
be formally nominated by a state Senator, and no one
could be a candidate for nomination in more than one
category. For example, in the 2001 session, the Senate
was responsible for electing two people in the minority
race category, two in the female category, and four
people in the at-large category - all for four-year terms.
In both 2001 and 2003, members of the Senate Com-
mittee on Education/Higher Education were required to
screen candidates "as to their qualifications and back-
ground and may interview each one to make sure that
suitable persons are nominated"27 and also were to de-
termine whether candidates were willing to serve and
whether they had any "statutory disability" that would
prevent them from being able to serve on the university
Board.21

In the 2003 session, Senators were allowed to nomi-
nate as many candidates as there were seats for the Sen-
ate to fill. Since the Senate was to fill eight seats, each
Senator could nominate up to eight people. The Senate
committee was charged with winnowing the list of nomi-
nees down to no more than two per available seat, or
16 people for the eight available seats. In 2003, the
Senate initially had a pool of 20 candidates, two of
whom withdrew before the committee winnowed the list
to 16. Of the remaining 16, five more withdrew before

Sen. Hamilton Horton (R-Forsyth) said

the Board of Governors was becoming

"a partisan political preserve of one party. "

the floor vote. Senators were left with only 11 choices
for the eight seats. Before the floor vote, Senators were
cautioned that under a provision in the resolution that
defined the rules for the 2003 election - requiring Sena-
tors to vote for eight candidates - their ballot would
be invalid if they voted for a withdrawn candidate.

In 2005, partisan fighting erupted again in a Senate
with 29 Democrats and 21 Republicans. When ballots
were handed out in the Senate floor, Education/Higher
Education Committee Co-Chair Sen. Jeanne Lucas an-
nounced that four candidates had "asked that their names
be withdrawn," leaving only eight eligible candidates for
the eight open seats on the Board of Governors. This
was a surprise to Republican Senators who had spon-
sored the four additional candidates. Senate Democratic
leaders said the four had withdrawn and that Senate
rules, therefore, prevented their names from appearing
on the ballot. However, one Republican candidate,
Luther Hodges Jr., son of a former governor, said he had
not asked that his name be withdrawn. Sen. Robert
Pittenger (R-Mecklenburg) called the process a "true
kangaroo court and said, "There is greater freedom in
the Russian Duma, National People's Congress in China
and the Iraqi Congress than what we experienced today
in the N.C. state Senate"29 Sen. Hamilton Horton (R-
Forsyth) said the Board of Governors was becoming "a
partisan political preserve of one party.."30
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On the House side in 2001, each Representative was
allowed to nominate up to two people. Anyone who was
nominated but not elected to the Board of Governors by
the Senate during the same 2001 legislative session was
ineligible for nomination by the House.31 In 2001, the
House was responsible for electing six at-large members
of the Board of Governors (four for four-year terms);
two members in the minority political party category for
four-year terms; and one member in the minority race
category for the remainder of an unexpired term that
ended on June 30, 2003. The House University Board
of Governors Nominating Committee screened nominees
as to their "qualifications, experience, opinions, and
statutory suitability"32 through interviews and an exem-
plary written questionnaire (see Sidebar 2.2 on page 21).

The survey included the following questions:
"1. The UNC system anticipates an increase in en-

rollment of 48,000 students over the next 10 years. What
policy initiatives would you recommend to provide for
these students?"

"2. What do you see as your role as an individual
member of the Board of Governors? What special abili-
ties or characteristics can you bring to the Board of Gov-
ernors?

"3. "What do you think are some of the major is-
sues facing the university system?

a. How would you propose to address those
issues given current budgetary restraints?

b. What policy initiatives would you propose
to address those issues?

"4. The law provides that `all members [of the
Board of Governors] shall be deemed members-at-large,
charged with the responsibility of serving the best in-
terests of the whole State.' Please discuss how you think
this obligation relates to the unique missions of each of
the 16 constituent universities .1133

The 2001 House Committee's slate listed no more
than twice the number of candidates for the total seats
open in each category. As in the Senate, the House reso-
lution which established the voting rules for the elec-
tion prohibited any nominations from the floor. In or-
der to be elected, a nominee had to receive the votes of
a majority of all members voting in the nominee's cat-
egory. House members were required to vote for as
many nominees as there were positions to be filled in
each category, and provisions were made for runoff elec-
tions in the event of a tie or when fewer than two nomi-
nees in the minority race or women categories received
the votes of a majority of members present.

In 2003, the House functioned with 60 Democrats
and 60 Republicans and Co-Speakers - Jim Black (D-
Mecklenburg) and Richard Morgan (R-Moore). People
interested in election to the UNC Board of Governors
were informally steered toward the Co-Speaker of their
respective political party. Each Co-Speaker selected four
candidates for the eight seats being filled by the House.
The eight leadership picks were listed by name in the
2003 House Resolution 753, (which originated from a

House Select Committee on the University Board of
Governors Nominating), comprised of equal numbers of
Democrats and Republicans, most of whom were key
political allies of the House leadership. House Resolu-
tion 753 was first introduced as a blank bill34 and the
names of the Board of Governors' nominees were not
made known publicly until the committee met the day
before the full House was to approve the slate. During
the 12-minute floor debate on the resolution containing
the slate of candidates, amendments were not allowed
and House members could only vote yes or no on the
entire slate. During the floor debate, when Rules Com-
mittee Chairman William Culpepper (D-Chowan), the
bill sponsor, was asked the reason for the changes and
if there were flaws in the process used previously, he
responded "no" but that the Co-Speakers decided to
handle the Board of Governors selection in this manner.
Despite a complaint from Representative Russell Capps
(R-Wake) that the members had no real voice in the
selection of the nominees, as well as hisses and audible
calls of "Shame, Shame" during the vote, the resolution
passed 98-16.

This process again appears to have violated at least
the spirit of the Board of Governors selection statute
N.C.G.S. § 116-6(c) that reads, "In electing members to
the Board of Governors, the Senate and the House of
Representatives shall select from a slate of candidates
made in each house. The slate shall be prepared as pro-
vided by resolution of each house. If a sufficient num-
ber of nominees who are legally qualified are submit-
ted, then the slate of candidates shall list at least twice
the number of candidates for the total seats open. All
qualified candidates shall compete against all other
qualified candidates." According to Harold Brubaker (R-
Randolph), a former Speaker of the House and Co-Chair
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Sidebar 2.2

Running  for the Board of Governors -
How Does the Process Really Work?

Running for a seat on the Board of Governorsis unlike running for any other elected office
in North Carolina. First, instead of 4 to 5 million
citizens (out of the total 8 million population) of
the state casting their votes, the 50 members of the
Senate and 120 members of the House of Repre-
sentatives in the N.C. General Assembly elect the
Board members. Second, you must have a spon-
soring Senate or House member to run for the
Board of Governors, whereas any citizen can file
for other offices without a sponsor. Third, no nomi-
nations are allowed from the House or Senate floor,
thus often allowing no opposition on the final bal-
lot - making this not a contested election but an
up-or-down vote on the choices presented. Fourth,
candidates for this office usually don't discuss the
issues - in this case, higher education issues.

Because each house of the General Assembly
elects half of the UNC Board members, the elec-
tion processes for the candidates may differ, de-
pending upon the chamber of the legislature in
which they are running. Resolutions passed by
each chamber in the years in which the legislature
elects UNC Board members outline the specifics
of the elections (See Appendix C, which includes
the 2001 and 2003 N.C. Senate and N.C. House
Resolutions Establishing the Procedures for Nomi-
nating and Electing Members of the UNC Board
of Governors). In the 2003 legislative session,
every Senator was allowed to propose as many
nominations for Board of Governors seats as there
were positions to fill. Members of the Senate
Committee on Education/Higher Education re-
ceived the nominations and were required to screen
candidates "as to their qualifications and back-
ground and may interview each one to make sure
that suitable persons are nominated" and were also
to determine whether candidates were willing to
serve and whether they had any "statutory disabil-
ity" that would prevent them from being able to
serve on the university Board.'

In 2003, the House functioned with 60 Demo-
crats and 60 Republicans and Co-Speakers - Jim
Black (D-Mecklenburg) and Richard Morgan (R-
Moore). Each of the two Co-Speakers, in effect,
selected candidates of his political party for half the
available seats and House members were given

only the option to vote yes or no on the entire slate
of prescribed candidates. On the House side in
2001, each Representative was allowed to nominate
up to two people. Anyone who was nominated to,
but not elected, to the Board of Governors by the
Senate during the 2001 legislative session was in-
eligible for nomination by the House.2 The House
University Board of Governors Nominating Com-
mittee screened nominees as to their "qualifica-
tions, experience, opinions and statutory suitabil-
ity"' through interviews and a written questionnaire
(see the questionnaire used by the House for the
2001 Board of Governors elections on page 20).

The key difference between the Senate and
House election processes is that the House uses a
formal questionnaire to screen candidates (at least
it did in 2001). However, Senate Republicans did
have an interview committee during the 2001 ses-
sion. Still, some believe that the 2001 House pro-
cess was more democratic than the Senate's, where
the leaders wielded a strong hand in determining
who is elected from the Senate side. "Marc
Basnight decides who they want, so I think there
is very little campaigning done [on the Senate
side]," says a former Board of Governors member
who wished to remain anonymous. "Once you get
the blessing of [Senate President Pro Tempore
Marc] Basnight and [Senate Majority Leader Tony]
Rand, I am told they say, `Stay out of the build-
ing; you'll just mess things up if you start cam-
paigning.' In the Senate, the selection is made by
the hierarchy and by the leadership ... The House
is much more democratic."

However, another candidate who ran in 2001
believes that the process is less democratic than de-
sirable in both chambers. "I believe the Speaker
[Jim Black] had his list, and I think he distributed
it, and I think the people who are the good troops
support his people," the candidate says. "I expect
it's the same way in the Senate. I think that if Marc
Basnight said he'd like to see so-and-so on the
Board, I think there would be some people who
wouldn't care if [the candidate] was Farmer Brown,
they'd support [him]. I think if Jim Black or Marc
Basnight wave the magic wand and say you're it,
then you are elected."

-continued
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Beyond the differences in the processes used
by the House and Senate in 2001, each candidate's
experience running for the Board is going to be
different, depending on what prompted him or her
to run for the Board, their own "campaign" ap-
proach, their sponsor's efforts, and even their name
recognition. There is no one right way to run for
and ultimately win a seat on the Board of Gover-
nors.

Deciding] 4o Run  or Being Recruited

Some individuals seek a seat on the Board on their
own, while others are contacted by members of the
General Assembly or stakeholders of higher edu-
cation in North Carolina. "I think that people ei-
ther have an interest in running for a seat on the
Board of Governors, or maybe a member of the
General Assembly might encourage someone to
run," Board member Craig Souza of Raleigh ex-
plains. "[In my case] it was probably a combina-
tion of both, but I don't have any hesitation in say-
ing I sought the nomination." Jack Cecil of
Asheville is another Board member who was sim-
ply interested in serving on the Board. "The first
time [I ran], I didn't even know where the Legis-
lative Building was. I was just interested in being
on the Board," Cecil says. From a different per-
spective, Board of Governors member John Davis
of Winston-Salem ran for the Board in 2001 based
on the suggestion and encouragement of others.
"Admittedly, I did not seek it [a seat on the Board],"
Davis says. "I had several people talk to me about
it, and they simply said you've got so much expe-
rience that you need to do this."

Securing a Sponsor

After deciding to run for the Board, the candidate
must secure a sponsor in either the House or Sen-
ate, depending upon the chamber of the legislature
in which he or she runs. According to Brad Wil-
son of Cary, current Board of Governors Chairman
and on the Board since 1997, finding a sponsor is
a relatively simple process. `Basically, the way it
works is you go in and say I'm interested in run-
ning - what do you think? And after it looked
like it was viable, I said, `Would you be willing to
be my sponsor?' He was not sponsoring anyone
else, and the answer was `yes,' and there we go."
However, after finding a sponsor, the role the spon-
soring legislator plays in the election process var-
ies. For some, their sponsors play a minimal role
that may involve simply sponsoring the individual

to allow them to run. On the other hand, some
sponsors play an active role in lobbying fellow leg-
islators, writing letters, and introducing the candi-
date to key legislative leaders. Former Board of

Governors member John Sanders of Chapel Hill be-
lieves that having an active sponsor working on a
candidate's behalf is important. "My reading and
what others confirmed to be the case is that it is
very important to have an active sponsor in the
House," Sanders says.

Campaigning and Lobbying the
Legislators

Regardless of the involvement of their sponsor,
most candidates send out some form of a biographi-
cal sketch or resume along with a letter informing
the legislators that they are interested in serving on
the Board. "I thought the job was to sell myself.
Some people said you got to go up there [Raleigh]
and meet people and shake hands and talk to them,"
says Phil Dixon of Greenville, who ran for the
Board unsuccessfully in 2001 and 2003, but suc-
cessfully in 2005. "So about three, four, or five
times, I went up to Raleigh, spent the whole day
there, went door to door, and left my card and my
resume. I even sent in my mailing [in addition to
an earlier letter stating his interest] a long form
resume to everybody. That's a pretty major under-

taking."
Likewise, Brad Wilson also made diligent ef-

forts in his successful run for the Board. "I wrote
all 50 Senators a letter declaring my interest, with
a very brief paragraph about my qualifications. I
visited with each one at least once. It may have
been a hallway handshake, but I personally asked
all 50 for their vote," says Wilson. "Some I talked
with longer and more substantively than others, but
that was usually based on what their level of inter-
est was and what the relationship was. It was like
a mini-campaign, and I believe that if you're run-
ning for something you ought to ask people for
their support." On the other end of the campaign
spectrum, John Davis describes a different ap-
proach. "I had somebody saying, `Gosh, you've
really got to politick for this,' and I said, `If I'm
going to have to politick for it, I'm not gonna get
it,"' says Davis. "So, I literally never politicked
for it. I wrote about nine, ten, eleven, twelve let-
ters saying that I would be interested, and here are
my credentials, and here is my resume, and very
honestly, that was it."

Many candidates spend major amounts of time
at the Legislative Building meeting with and talk-
ing to legislators to garner votes and support.
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Those who have run for the Board found that some
legislators are more interested than others in learn-
ing more about their qualifications and views on
key issues. Brad Wilson says, "You always get the
question, `Why are you running? Why do you
want to do this?"' Adding, "Frequently, you would
get substantive questions like `What do you think
is the greatest challenge facing the university?' or
those kinds of things. It was a meaningful conver-
sation." Board of Governors member Bob Warwick
of Wilmington found that legislators asked about
his experiences, involvement, and views, "depend-
ing on their interest." Phil Dixon had a different
experience in that legislators did not ask about his
qualifications and experience. "There were some
[legislators] that wouldn't give me the time of day,
that you would literally have to move heaven and
earth and almost just plant yourself in their office
and just wait and wait and wait and wait," says
Dixon. "It was very common for me to show up
at their door and for them to immediately stand up
and walk out with me. It was like, `Thanks for
coming by, I've got your resume, I know you're
interested, I'll do what I can to help you.' So you
sort of felt like you were a door-to-door salesman
selling insurance or something, and they wouldn't
want to have anything to do with you. I thought it
was a demeaning process, but it was also a frus-
trating process, because you really didn't have
much of a chance to talk with anybody," he adds.

Voting by the Legislature

After the nomination and screening process, both
houses of the legislature vote on the nominees on
the day (or no later than the day) slated in that
chamber's resolution. The nominees in the 2001
House consisted of candidates screened by the
House University Board of Governors Nominating
Committee. Similarly, the Senate Committee on
Education/Higher Education votes on each candi-
date proposed for nomination. If a sufficient num-
ber of nominees who are legally qualified are sub-
mitted in a category, then the slate of candidates
lists at least twice the number of candidates for the
total number of open seats. A candidate for nomi-
nation receiving the vote of a majority of those
members of the Senate committee present and vot-
ing becomes a nominee on the Senate ballot. "As
I understand it," says Craig Souza, "both the Re-
publican and the Democratic caucuses [in the 2001
Senate] narrowed their list down to the ones they
felt like deserved the nomination from the caucus"
No nominations from the floor on the day of the
election are permitted in either chamber. There are

also guidelines in place in case of a tie. After the
election process is complete and the "winners" are
announced, the process is over, only to begin again
in two years. "It has to be a pain for them [the leg-
islators] to have to go through this every two
years," says Board member Bob Warwick. Over-
all, running for a coveted seat on the Board of
Governors can be a time-consuming and highly
political process. Some say that the process itself
may actually deter qualified individuals from run-
ning. Rep. Harold Brubaker (R-Randolph), former
Speaker of the House and Co-Chair of the 2003
House Select Committee on the University Board
of Governors Nominating, says, "As a result, you
lose good people who are intimidated by the pro-
cess and do not like coming into a environment
with which they are unfamiliar."

Footnotes

' N.C. Senate Resolution 174 in the 2003 session, adopted

March 12, 2003.
2 N.C. House of Representatives Resolution 542 in the

2001 session, adopted March 15, 2001.

3 Ibid.

of the 2003 House Select Committee on Board of Gov-
ernors Nominating, the House leadership had a long dis-
cussion of the statute and determined that its wording
would permit them to elect a slate of Board of Gover-
nors members in a resolution which contained no more
nominees than the number of seats available.

1. Campaign Contributions to Legislators by
Candidates for the UNC Board of Governors

By the time they first seek election to the UNC
Board, many successful applicants have already estab-
lished personal and professional relationships with mem-
bers of the General Assembly. For example, many mem-
bers of the UNC Board of Governors have made
donations to political campaigns, and a significant num-
ber of members of the UNC Board of Governors have
served as paid legislative lobbyists at some time during
their careers. According to Bob Hall of Democracy
South, a nonprofit organization that examines the impact
of money on North Carolina political races, candidates
for the Board of Governors often make campaign con-
tributions to legislators. Board members and their fami-
lies gave a total of $425,720 to state political campaigns
between 1995 and 2000.35 The biggest Board donors
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A

UNC Board of Governors member Addison Bell of Charlotte

were C. Clifford Cameron, former chairman of First
Union Bank, and James W. Phillips Jr., a contract lob-
byist, attorney, and son of former state Sen. Jim Phillips
(D-Davidson). Cameron donated $68,810 over the five-
year period to state candidates, and Phillips and his fa-
ther gave a total of $55,112. Hall adds that many Board
members also have corporate ties to some of the state's
largest corporate political action committees (PACs) and
thus, potentially share with corporate lobbyists the abil-
ity to channel campaign contributions to preferred leg-
islative candidates. The PACs of their current or former
employers gave an additional $2 million in the same
1995-2000 period. In 2001, seven members of the

"As  a group, the UNC Board of Governors is

dominated by large campaign donors, and its

decisions reflect their perspective. The

legislators who put these donors on the Board

depend on them for campaign money. "

- BOB HALL

DEMOCRACY SOUTH

Board of Governors came on the board with ties to PACs
of banking, health care, and tobacco firms.

Board member James W. Phillips, Jr., an attorney
from Greensboro, says it's natural for some members to
be political donors. "I think that by being on the Board,
they show they care about public policy," says Phillips.
"To the extent they are able to, it doesn't surprise me
that they have been active in political campaigns in
North Carolina."36 Benjamin S. Ruffin, former chair of
the Board, argues that while Board members take an in-
terest in politics, those interests didn't begin when each
member took a seat on the Board. In fact, Ruffin says
the interest in politics - even including the writing of
checks to candidates - can be a help to the university
system. "I think it reflects positively on the board as a
whole," says Ruffin. "Politicians appreciate people who
help them in these expensive campaigns. And it gives
[Board members] access. We need access on the Board
of Governors. +37

Bob Hall says the only state board with a higher
concentration of big political donors is the N.C. Board
of Transportation and that its record of patronage is well
known. "As a group, the UNC Board of Governors is
dominated by large campaign donors, and its decisions
reflect their perspective," says Hall. "The legislators who
put these donors on the Board depend on them for cam-
paign money."
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2, Lobbyists on the Board of Governors

However, campaign donations aren't the only po-
litical connection between the Board of Governors and
the General Assembly. Five of the 32 voting members
of the 2001 Board of Governors were registered lobby-
ists on behalf of corporations and other business inter-
ests during the 2001-2002 legislative session, including
Brad Adcock and Brad Wilson for Blue Cross and Blue
Shield of North Carolina, Craig Souza for the N.C.
Health Care Facilities Association (nursing homes), and
Peter Keber for Bank of America (though Keber retired
from the bank in 2001). A fifth Board member, Jim
Phillips, is a contract lobbyist who registered to repre-
sent 10 businesses and interest groups during the 2001-
02 session. On the plus side, these lobbyists bring po-
litical acumen and knowledge of the legislative process
to the Board of Governors. On the minus side, Chris
Fitzsimon, former executive director of the nonprofit
Common Sense Foundation, expresses concern that hav-
ing registered lobbyists on the UNC Board can create
potential conflicts of interest when the lobbyists have
both university and corporate issues pending before the
legislature at the same time. He also questions whether
business lobbyists - whose primary responsibility, he
says, is to keep corporate taxes as low as possible -
can be zealous advocates for increased funding for the
state's public universities.38

Former UNC Board of Governors member C.

Clifford Cameron, a retired Charlotte banker who was
defeated in a bid for re-election as Chairman by Ruffin
in 1998 but then re-elected to an at-large seat in 1999,
says, "It's pure politics now. You go to Raleigh and poli-
tick, and the one who's the best politicker and knows
the most legislators gets elected."39

3, Leading Government Officials on the
Board of Governors

Finally, though current legislators are forbidden by
statute from serving on the Board of Governors,40 the
Board does include former members of the North Caro-
lina General Assembly and other elected or appointed
officials. The voting membership of the 1999-2000
Board included three former legislators (C.R. Edwards,
Helen Marvin, and Teena Little), a former member of a
Governor's Cabinet (Irvin Aldridge, who served as N.C.
Secretary of Commerce), a former State Budget Officer
(C.C. Cameron), and a former state administrative law
judge (Angela Bryant). In addition, one member of the
1999-2000 Board, R.V. Owens III, is a nephew of Sen-
ate President Pro Tempore Marc Basnight. Two of these

Board of Governors members
Brad Adcock and Brad Wilson,  Chairman

"It's pure politics now. You go to Raleigh and

politick, and the one who's the best politicker

and knows the most legislators gets elected. "

- C. CLIFFORD CAMERON
FORMER CHAIRMAN,  UNC BOARD OF GOVERNORS

members, Little and Aldridge, were re-elected to the
2001 Board, and Bryant's term expired in 2003. Also,
former legislator and Governor James E. Holshouser, Jr.
serves as a non-voting member emeritus of the Board.
Almost one fourth of the 2001-2002 voting Board mem-
bers were attorneys. Other occupations represented on
that Board include financial services (banking, savings
and loan, investing, and insurance), certified public ac-
countant, clergyman, businessman/woman, corporate
executive, retired educator, educational administrator,
broadcast executive, association executive, and founda-
tion executive.41
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The research for this report shows several advantages
and disadvantages of the current system of election of
Board of Governors members by the North Carolina
General Assembly (see Table 2 on Advantages and Dis-
advantages of the Current System of Election of Mem-
bers of the UNC Board of Governors by the N.C. Gen-
eral Assembly and of an Alternative System of
Appointments by the Governor). The major  advantages
cited by those interviewed for this report are:

c The process builds needed bridges between univer-
sity leaders and the lawmakers who control the uni-
versity budget.

e The process fits within North Carolina's tradition of
a legislature that is heavily involved in appointments
and elections to public boards in the executive
branch.

The process of having to lobby legislators for elec-
tion to the Board makes Board members more re-
sponsive to the legislature rather than to the gover-
nor or a particular University campus.

W

According to supporters, the process has generally
produced effective and dedicated Board members.

The major  disadvantages cited by those interviewed
for this report are:

The process is too heavily influenced by politics and
has become subject to partisan politics in the legis-
lature as the state has become a true two-party state.
This was particularly true during 1995-1998 when
Republicans controlled the House of Representatives
and Democrats the state Senate.

Election of the Board by the General Assembly may
violate the state constitutional requirement of sepa-
ration of powers under the state Supreme Court's de-
cision in  Wallace v. Bone,  a seminal case involving
legislative appointments to policymaking boards in
the executive branch.42

u The process may discourage good candidates from
running for seats on the Board because candidates
do not like lobbying the legislators, viewing the pro-
cess as arduous and demeaning.

e Since 2001, the process no longer ensures that the
Board includes at least minimal representation of
women, minorities, and representatives of the lead-
ing minority political party.

c Legislators do not have adequate guidelines for
choosing the most qualified candidates for Board
seats, and legislators do not usually question candi-
dates about their qualifications and views on higher
education policy.

Sam Neill, who served on the UNC Board of Gov-
ernors from 1985 to' 1997 and as Chairman from 1995
to 1996, believes strongly in the current selection pro-
cess. "It makes Board members more responsive to the
general populace, rather than to an elite group. And, it
has a real positive political effect in that it builds ties
and relationships between the Board members and the
General Assembly," he says. To those who find the prac-
tice of campaigning within the halls of the legislature
distasteful, Neill says, "When I ran [for the Board] in
the Senate, I had the opportunity to discuss things with
each Senator personally. I developed relationships with
them, and it made me more knowledgeable of a broader
base of issues ... If people are not willing to meet the
[political] leadership of the state, do you really think
they'll be able to do a good job on the university
Board?"

Current Board of Governors Chairman Brad Wilson,
who has served on the Board since 1997, agrees with
Neill. "It is an independent selection process that is

UNC Board of Governors member Bill Burns of Durham
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"It's an unseemly process. The people who

you hope are most influential and aware and

concerned about North Carolina and its

institutions are not going to come up here

beseeching us for entry into

the kingdom of heaven. "

-SEN. TONY RAND (D-CUMBERLAND)

based on a collective judgment rather than a unilateral
one," says Wilson. "It provides an opportunity for the
members of the General Assembly and the candidate to
have a conversation. In fact, the process forces a con-
versation about qualifications and philosophy and points
of view as it relates to the university. That's an impor-
tant conversation and an important connect. By the na-
ture of the process, people don't run if they aren't in-
terested. It's complicated enough, it's challenging
enough, and it's time-consuming enough that people
don't stand for election unless they are genuinely inter-
ested in the affairs of the university."

Julius Chambers, a member of the Planning Com-
mittee which became the original Board of Governors
and who served as Chancellor of North Carolina Cen-
tral University in Durham until his retirement in May
2001, says the current selection process "increases the
number of people who feel they have a role to play in
higher education in North Carolina. In this state, higher
education needs that kind of political support."

Former Governor Robert Scott views election by the
legislature as the best way to shield the Board of Gov-
ernors from becoming a tool of political patronage. "I
would characterize it as probably the least invasive
method of selecting a Board of Governors that we could
come up with," he says. "It's not likely that the legisla-
ture collectively is going to call the university and say,
`We want you to hire thus and so.' If it were just the
Governor [appointing Board members], he certainly
could do that."

State House Democratic Leader and former Speaker
Pro Tempore, Joe Hackney (D-Orange), says, "If the leg-
islature didn't have confidence in the Board, there would
be more political meddling. If the Governor selected
Board members, the legislature would have less confi-
dence in the Board" Hackney says, "The process is im-
perfect, but I favor continuation of the current system
because it's produced results that are pretty good."

On the other hand, former Board of Governors
Chairman William A. Johnson - a former Superior
Court Judge who served on the Board from 1972 to 1987
and as an emeritus member from 1987-1990 following
his tenure as a trustee of the old Consolidated Univer-
sity - says legislators have become increasingly reli-
ant on university Board elections as a way to reward

political supporters. He says the selection process "has
become entirely too political. Political considerations
are given too much weight compared to other factors.
The most qualified people have not always been cho-
sen."

Senator Tony Rand (D-Cumberland), Senate Major-
ity Leader, Chairman of the Senate Rules Committee,
and a member of the Senate Education and Appropria-
tions Committees, says politicking associated with the
current selection process is a key factor discouraging
good candidates from seeking service on the Board of
Governors. "It's an unseemly process," he says. "The
people who you hope are most influential and aware and
concerned about North Carolina and its institutions are
not going to come up here beseeching us for entry into
the kingdom of heaven." Former Speaker of the House
Harold Brubaker (R-Randolph), who was the Co-Chair
of the 2003 House Select Committee on the University
Board of Governors Nominating, says, "As a result, you
lose good people who are intimidated by the process and
do not like coming into a environment with which they
are unfamiliar."

Concerns about how politics influence the selection
of the Board of Governors have intensified in recent
years as North Carolina has become a true two-party
state 43 In 1995, one year after the Republican Party won
a majority (68-52) in the state House of Representatives
for the first time this century, eight Republicans were
elected to the Board of Governors - the largest group
of GOP members in the Board's history, and a fourth of
the total Board membership. Some say the presence of
a Republican majority in the House discouraged Demo-
cratic candidates from seeking terms on the Board of
Governors that year. "We had some wonderful Demo-
crats who chose not to run after 1994," says former state
Secretary of Cultural Resources Betty McCain, who
served on the university Board from 1975 to 1981 and
again from 1987 to 1995. "They knew they couldn't
win. It just got so partisan."

Because of their minority status for most of the 33
years of the Board's existence, charges of partisanship
have been made more frequently by Republicans. Dur-
ing the process of electing the Board of Governors in
February 1999, Republican members of the state Sen-
ate claimed that candidates for the minority party slots

"If the legislature didn't have confidence in the

Board, there would be more political

meddling. If the Governor selected Board

members, the legislature would have less

confidence in the Board. "

- REP. JOE HACKNEY (D-ORANGE)
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Table 2

Alva tages and Disadvantages of the Current System of Election of Members of the
(ANC Board of Governors by the N.C. General Assembly and of

an Alternative System of Appointments by the Governor

Advantages of Election of the UNC Board by the Legislature

1. Election of Board members builds bridges and forces
conversation between members of the N.C. General
Assembly and UNC Board of Governors.

2. The process of election by the legislature fits within
the state's tradition of a legislature that is heavily
involved in appointments and elections to public
boards in the executive branch.

3. Having to lobby legislators for seats makes Board
members more responsive to elected representatives
rather than to the governor or a particular university
campus.

4. Supporters of the current election process believe it
has generally produced effective and dedicated Board
members.

5. Historically, the process required at least minimal
representation (4 seats each) on the Board for women,
racial minorities, and members of the minority
political party. [This requirement was repealed in
2001, however, in favor of a provision that says
members shall be selected based in part upon their
"economic, geographic, political, racial, gender, and
ethnic diversity."]

Disadvantages of Election of the Board by the Legislature

1. Legislators who are alumni of particular UNC
campuses tend to support candidates who will look
after the campuses of their choice, rather than
candidates who will have the best interests of the 16-
campus system at heart. Also, legislative leaders
historically have directed extra funds to campuses in
their districts.

2. Election of the Board by the General Assembly may
violate the state constitutional requirement of separa-
tion of powers under the state Supreme Court's
decision in  Wallace v. Bone,  a seminal case involving
legislative appointments to policymaking boards in
the executive branch.

3. The process is outmoded and has become highly
subject to partisan politics and does not fit with North
Carolina's current status as a two-party state. The
process is too political, with lobbyists on the Board
who represent their corporate clients as well as the
University, and Board members who contributed a
total of $425,720 to state political campaigns between
1995 and 2000. This gives the appearance that it is
possible to "buy" seats on the Board.

4. The process may discourage good candidates from
running for seats on the Board because they think the
process of lobbying legislators is too arduous and
demeaning.

Legislators do not have adequate guidelines for
choosing the most qualified candidates for the Board
and do not usually question candidates about their
qualifications or views on higher education policy
issues.

5. Over 33 years, the make-up of the Board has rarely
reflected the percentages of North Carolina's popula-
tion of women, minorities, and members of the
minority political party. And since 2001, the statute
no longer even ensures minimal representation of
women, minorities, and members of the minority
political party.

6. Only one other state in the nation (New York) selects its
central higher education governing board members this
way. And, New York's Democratic majority legislature
recently appointed all Democrats to its board, a further
illustration that this structure is flawed.

28 PAR 7 0 The Cistory ,  Selection, and Composition  of th e  U MC  Board of Governors



Table 2
CONTINUED

Advantages and Disadvantages of the Current System of Election of Members of the
UNC Board of Governors by the N.C. General Assembly and of

an Alternative System of Appointments by the Governor

Advantages of Appointment of the Members of a
Higher Education Board by the  Governor

1. The Governor is elected by all state citizens, and has
more of a  statewide  perspective; legislators have a
district  perspective and usually have allegiance to a
particular campus.  Legislative leaders also histori-
cally direct extra funds to campuses in their districts.
And, having one person accountable for appointments
establishes clearer lines of accountability.

2. 46 states use a system of appointment by the governor.
Institutionally, the N.C. Governor is the seventh
weakest in the U.S., according to studies by UNC-CH
Professor Thad Beyle. If the legislature is worried
about giving the governor too much power, they can
temper the governor's appointment power by requiring
that the board appointments be subject to the advice
and consent of the Senate or by both the Senate and
the House. The N.C. Governor has little say in higher
education policy.

3. The legislature's record on appointment of African
Americans, women, and Republicans is not good, and
governors would be more likely to appoint numbers of
women, minorities, and Republicans in proportion to
state's population. And, having one person who is
elected statewide responsible for appointments can
help ensure representation from all geographic areas
of the state.

Disadvantages of Appointment  by Governor

1. Legislators are more attentive to regional needs and
the missions of regional universities.

2. This could give the Governor too much power.

3. Past Governors do not have exemplary records in
appointing women and African Americans to boards,
commissions and councils in the executive branch -
especially to the most important boards (e.g., the
Board of Transportation)

4. The  Governor is more likely to be able to recruit good
candidates for the Board than is the case under the
current system ,  where candidates choose not to run
because  they  do not want to spend weeks in the halls
of the General Assembly lobbying legislators, and
they do not like the expectation that candidates should
make campaign contributions to legislators.

5. Other states with Governors who appoint higher
education boards say that their boards are more
effective because they are less often gridlocked by
partisan politics in the legislature.

6. It is counterproductive to consistency in higher
education policy and governance to have the Governor
making appointments to local campus boards of
trustees but not to the statewide Board of Governors.

4. The process might be just as political - appointees
are likely to be of the same political party as the
Governor and are likely to be contributors to the
Governor's campaign instead of to legislators'
campaigns, and many qualified people may not
typically contribute to political campaigns.

5. If the Governor had the power to make appointments
to the Board of Governors, the appointments could
become a tool of political patronage. Outgoing
governors could make parting-shot appointments, and
rookie governors could attempt to clean house.

6. The Governor can somewhat influence higher
education policy through the budget s/he submits and
through appointments to local campus boards of
trustees.
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"All of this just trivializes the Board of

Governors to a political contest. "

- FORMER SEN.  HOWARD LEE (D-ORANGE)

that had been chosen by the GOP caucus had been re-
placed with candidates that had been approved by the
Senate Democratic caucus.' Former Senate Education/
Higher Education Committee Chairman Howard Lee (D-
Orange) dismissed these criticisms, saying that the uni-
versity Board elections followed the rules laid out in the
Senate resolution. But Lee agrees that politics domi-
nate the selection process for the UNC Board. "The Re-
publicans made the same kind of decisions as we did
when they were in power" in the House, he says. "All
of this just trivializes the Board of Governors to a po-
litical contest."

Felix Joyner, former Vice President for Finance for
the University of North Carolina, says the politicking
involves not only legislators who may be tempted to
elect their supporters to the UNC Board, but also alumni
who lobby for election of representatives who will fa-
vor their university campus. In the Board's early days,
members "became what the legislature wanted them to
be - real, true advocates of the system," Joyner says.
"That has peaked. In recent years, you are again begin-
ning to see institutional advocacy become a big part of
the election" of university Board members.

Former Rep. Gordon Allen (D-Person), was a state
Senator during the university restructuring legislative
debate in 1971 and returned to the state House after a
stint lobbying for the N.C. League of Savings and Loan
Institutions. He notes that when the Board of Gover-
nors system was created in 1971, the Democratic Party
was firmly in power in North Carolina, and state law-
makers simply did not anticipate that partisanship would
become a factor in elections for the UNC Board. "There
was no pressure by the party then [to support party-
backed candidates for the Board of Governors]. And
there was a fair amount of lobbying of members by
members" of the General Assembly, Allen says. "I can't
imagine any process that has broken down as much as
this one has. It's become a purely political matter."
Allen was one of only three legislators serving in the
2003-04 General Assembly who also was a legislator

"I can't imagine any process that has broken

down  as  much as this one has. It's become a

purely political matter."

- FORMER REP. GORDON ALLEN (D-PERSON)

when the UNC Board of Governors and 16-campus
university system was created in 1971.

Despite fears about growing partisanship in univer-
sity board elections, many educational leaders who have
had experience with other state university systems be-
lieve North Carolina has escaped the truly damaging
political fights that have taken place surrounding univer-
sity boards selected by means other than legislative elec-
tion. "The politicization of public boards is really a
serious issue," says Patricia Sullivan, Chancellor of the
University of North Carolina at Greensboro, who had
previously been head of an institution in the Texas pub-
lic university system. "So far, North Carolina has
avoided that." In addition, UNC President Molly Corbett
Broad - who has held leadership positions in public
university systems in New York, Arizona, and Califor-
nia - points out that a particular board selection pro-
cess can be positive or negative, depending on the con-
text. As an example, she cites the Board of Regents in
Arizona, which governs three public institutions. The
eight members appointed during Governor Bruce
Babbitt's tenure were a "strong and diverse board,"

"The politicization of public boards is

really a serious issue. "

- PATRICIA SULLIVAN

CHANCELLOR, UNC-GREENSBORO

Broad says. "Then a new Governor, Evan Meacham,
was elected and impeached, and the character of that
board changed dramatically due to the changing politi-
cal situation" as new members were appointed and con-
tinuity was breached. "The main advantage of North
Carolina's [selection] system is the continuity," Broad
adds. "It is the way North Carolina has historically
chosen its university leaders, and it is a much more
populist approach than you see typically."

The selection process for the New York Board of
Regents - the only other central higher education gov-
erning board in the country that is elected solely by the
legislature - has been marked by sharp political infight-
ing in recent years, say members and supporters of that
board. The Regents, a 16-member coordinating board
that regulates all educational institutions in the state -
including elementary and secondary schools, museums,
and libraries - are elected at a joint session of the leg-
islature, which is now dominated by the Democratic
Party. (For example, of the 211 members of the 1999
New York Legislature, 87 were Republicans and 124
were Democrats). In 1999, all but one of the 16 Re-
gents were Democrats. In 2004, Democrats outnum-
bered Republicans in the joint session of the two New
York chambers 126 to 85. In 2004, all members of the
Board of Regents were Democrats appointed by the
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The UNC Board of Governors, meeting in Chapel Hill.

Democratic majority in the legislature. To protest their
lack of a voice in the selection process, the New York
Senate Republican majority regularly boycotts joint ses-
sions where Regents are elected. Steven Saland, chair
of the Senate's Education Committee, says, "It is a pro-
cess that calls out for change"45 The situation has re-
sulted in calls for reform ranging from Republican Gov-
ernor George Pataki's campaign promise to abolish the
Regents to attempts by Republican Senators to give the
Senate a weighted vote in Regents' elections, to a recent
Pataki proposal that would expand the board to 18 mem-
bers - 12 appointed by the governor and 6 chosen by
members of the legislative leadership.

Dave Johnson, Secretary to the Regents, says par-
tisan criticisms of the board have affected neither the
number of people wanting to serve nor the diversity of
its membership. For example, 41 candidates sought
three open seats on the board in 1999, Johnson says.

Currently, five of the 16 Regents are racial minorities
and five are women - representing 31 percent of the
board in each category. But Johnson says, "The Regents
are  becoming more and more concerned about public
perception of the board as Republican Senators voice
criticisms of what they feel is happening" with the se-
lection process. "We are going to have to find a way
around the Republican bashing [of the board] because
we want the support of everyone - not just the party
in power."

D.

1. Appointment of Board Members by the
Governor

Members of statewide public higher education boards
most commonly are appointed by governors. This is the
case in 46 states. The governor may share this author-
ity with the state legislature or some other appointing
or electing body and make appointments either with or
without approval of the state Senate, or of both cham-
bers of the legislature. In Alabama, for instance, the
governor appoints 10 members of the 12-member board
with the advice and consent of the state senate, and the
lieutenant governor and speaker of the house each ap-
point one member.

In Georgia, where the governor appoints all mem-
bers of the state Board of Regents at-large - a board
that governs 34 public senior institutions and commu-
nity colleges - university leaders say the process has

helped shore up support for the university system. "If
you're talking in terms of having the executive branch
and the university system pulling in the same direction,
it helps," says Tom Daniel, Vice Chancellor for Exter-
nal Affairs for the University of Georgia system. "You
need the governor behind you to have a successful

Alternative Means of Selecting
Members of University Governing
Boards

Chapter 2 31



educational system." In 1999, for example, newly-
elected Georgia Governor Roy Barnes recommended
that the legislature approve all of the Regents' funding
requests, including a 4 percent merit pay increase for
university employees, Daniel says.

Edgar Jenkins, a former Georgia Congressman who
chaired the state Board of Regents from 1998 to 2000,
points out that gubernatorial appointment of higher edu-
cation board members fits well with Georgia's tradition
of a strong executive branch. The only time this arrange-
ment was a problem for university leaders occurred in
the 1940s when then-Governor Eugene Talmadge got
into a feud with members of the board that governed the
University of Georgia and removed all of its members.
Jenkins says, "After that, the legislature enacted a con-
stitutional amendment which set up the Regents. So that
means we cannot be dictated to" by the executive or leg-
islative branches of government - although, of course,
the General Assembly still controls the purse strings for
higher education.

Judy Temby, Secretary to the Board of Regents of
the University of Wisconsin system believes their sys-
tem of having the governor appoint the board members,
subject to confirmation by the state senate, works well.
"The senate confirmation requirement is a good check.
It adds another perspective to the governor's choices and
gets the legislative leadership involved, all of which adds
to the credibility and effectiveness of the board."

One argument in favor of permitting the governor
to make appointments to the UNC Board is that the Gov-
ernor is elected by all citizens across the state, so he or
she would be accountable to a broader public for ap-
pointments of university Board members. This is some-
times tempered by requiring the advice and consent of
the Senate or of both houses. Other states that have
systems of gubernatorial appointments to statewide
higher education boards, especially those that require the
consent of the legislature, say that their boards are more
effective because they are less often gridlocked by par-
tisan legislative politics. Illinois reorganized its public
university governance in 1995 and changed the state's
selection process from a popularly elected board to a
gubernatorially appointed board with six-year staggered
terms. Supporters say this resulted in a focus that is less
on statewide election politics and more on effective

"It would be a more stately process if the

governor was doing it. The governor can

prevail upon good people to run for  seats.

They wouldn't have to come up here and go

through the wrenching process we have now. "

- SEN. TONY RAND (D•CUMBERLAND)

"I don't think we can avoid partisan politics if

the governor is making the appointments -

we don't have any nonpartisan governors. "

- DUDLEY FLOOD

UNC BOARD OF GOVERNORS MEMBER

higher education oversight 46 In Illinois, the governor
appoints 10 of the 15 board members with the advice
and consent of the state Senate, and no more than seven
of the members appointed by the governor (excluding
the Chairman) can be affiliated with the same political
party. 47

Senator Tony Rand (D-Cumberland) is one legisla-
tor who favors gubernatorial appointments to North
Carolina's Board of Governors - the selection process
used by most states. "It would be a more stately pro-
cess if the governor was doing it," he says. "The gov-
ernor can prevail upon good people to run for seats. They
wouldn't have to come up here and go through the
wrenching process we have now." Rand adds that hav-
ing the governor select UNC Board members also would
give the system clearer lines of accountability because
a single person would have to answer for his or her

choices of university Board members, as opposed to the
way legislators can now deflect criticisms by citing over-
all election results.

The late Michael Hooker, former Chancellor of
UNC-Chapel Hill, said his experience in two other states
where board members are appointed by the governor
(Hooker was President of the University of Maryland-
Baltimore County and of the five-campus University of
Massachusetts system) convinced him that "while poli-
tics certainly played a role, it was less so than in North
Carolina, and in my experience, those boards functioned
better."

The primary arguments against giving the governor
more of a role in the selection of UNC leaders are that
gubernatorial appointments would be just as political as
election by the General Assembly and that such a change
would give the governor too much power. Detractors
also say the Governor would appoint only members of
his or her political party or ideological bent to the uni-
versity board.

Dudley Flood, a UNC Board of Governors mem-
ber elected in 2001, says that gubernatorial appointments
would more likely be based on political or partisan lines.
"I don't think we can avoid partisan politics if the gov-
ernor is making the appointments - we don't have any
nonpartisan governors," says Flood. "I feel certain there
are a multitude of political persuasions on the Board, but
because political persuasion  per se  was not how they got
on the Board, they don't have to manifest these persua-
sions. I would never want to vote on the Board as a

32 PART 0 The  History, Selection ,  and Composition of th e  UMC Board of Governors



Democrat. If I were appointed by a Democratic gover-
nor, there might be an instance when I would be per-
suaded to learn what the Democrats think. I don't re-
ally care what the Democrats think. I'm going to do
what my conscience tells me to do." Flood believes his
colleagues on the Board feel the same. "I think that most
of the people on the Board feel similarly about their re-
sponsibilities to the system and to the people of North
Carolina. I was told that I got either 86 votes or 86
percent of the vote. I'm not sure, and I really don't care,
but it doesn't make me feel any different as far as my
responsibility, and I think you want to keep that element
as much as you can in the governance structure."

Representative Verla Insko
(D-Orange), Chair of the 1999
and 2001 University Subcommit-
tee of the House Education Com-
mittee, believes that allowing the
governor to select UNC Board
members would place too much
authority in the hands of the ex-
ecutive branch of state govern-
ment. "Now that we've given the
governor veto power [in 1996
North Carolina became the last
state in the nation to grant its
governor a veto, which took ef-
fect on January 1, 1997], we

have one of the strongest gover-
nors in the nation," she says.
Selection of UNC Board mem-
bers by the legislature "helps
maintain a balance of power
within the different arms of gov-
ernment," she adds.

Former Governor James B.
Hunt, Jr. points out that the ex-
ecutive branch already has a role
in the selection of members of
the 16 UNC  campus  boards of
trustees . "These things develop

Former Governors
Jim Holshouser and Jim Hunt

historically," he says of the current selection process for
the Board of Governors. "I think the present process is
serving us well. The legislature works at this very hard.
The real test is, are they [the university Board] getting
really good people, and I think that they are."

The argument that gubernatorial appointment of the
UNC Board of Governors would be more political than
the current process of election by the legislature is highly
debatable. As described above, the current system has
led to Board members making sizable political donations
to legislators, a significant number of lobbyists on the
Board, and highly partisan spats between Democrats and

r
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Board of Governors Chairman Brad  Wilson of  Cary and members Irvin Aldridge of Manteo and  Ray Farris  of Charlotte.

Republicans in both the Senate and the House over
Board nominees. And, legislative leaders historically
have directed extra funds to campuses in their districts
or regions. Former Speaker of the House Liston Ramsey
(D-Madison) did this for Western Carolina University,
President Pro Tern of the Senate Marc Basnight (D-Dare)
does this for Elizabeth City State University, and
Speaker of the House Jim Black (D-Mecklenburg) does
this for UNC-Charlotte, all schools in their districts. For
example, during deliberations on recommended location
of a proposed pharmacy school, one member of the
Board of Governors announced that he had a phone mes-
sage from Senator Basnight's office asking him to per-
suade his fellow Board members to delay approval of
the report recommending against creation of a stand-
alone pharmacy school at Elizabeth City State Univer-
sity - a request his fellow Board members did not ac-
commodate. And, when a bill authorizing the creation
of research centers on various campuses, including the
ECSU pharmacy school, was proposed in the 2004 ses-
sion, Co-Speaker Black said he could not support the
package unless it included a bioinformatics research cen-
ter at UNC-Charlotte. "I didn't let the train leave the
station without them. I won't let it leave without us,"
says Black.48

The argument that Board appointments should not
go to the governor because he is one of the most pow-
erful governors in the nation also is extremely weak. In
multiple studies  by UNC- CH political science professor
Thad Beyle of the institutional powers of all 50 gover-
nors, North Carolina's governor has consistently ranked
as one of the weakest offices institutionally in the coun-
try. Beyle ranked North Carolina 's governor fifth weak-
est in 1981, third weakest in 1990, weakest overall in
1996 ,  and seventh weakest in 2002 .  This is due to the
fact that the Tar Heel governor shares executive power
with nine other statewide elected officials  (more than 38
other governors), has weaker veto power than 43 other
governors ,  has weaker appointive powers, and has less
control over the budget than other governors, among
other factors ,  says Beyle.49

2 Election of Board Members  by the Public

Other means of university board selection include
election of Board members by the public and the use of
panels of experts to nominate Board members. The re-
search and interviews for this report revealed little sup-
port for the idea of  public election  of members of the
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state's higher education board - the system used in
Nevada and Michigan. The strongest arguments against
this model were that election by the public would go
against political tradition in North Carolina, lengthen a
ballot that is already tied for seventh longest among the
states,50 and lead to even more politicization of higher
education policy. Public election of the Board of Gov-
ernors would "involve raising money and making prom-
ises," says former UNC Board Chairman Benjamin
Ruffin. "What is your campaign platform going to be?
If you're out there running [for public election] you might
have to make promises to a particular campus." Retired
East Carolina University Chancellor Richard Eakin says
North Carolina's current system "has led us to have
members of the Board of Governors who are not single
issue. In some states, people run on a popular ballot and
that leads to people being elected on one  issue."

Former Representative Warren "Pete" Oldham (D-
Forsyth), Co-Chairman of the 1999 House Education
Appropriations Subcommittee and of the full Appropria-
tions Committee in 2001 and Chairman of the Univer-
sity Board of Governors Nominating Committee in 1999
and 2001, believes that public election of Board of Gov-
ernors members also would make the process more elit-
ist. "Folks are spending a quarter of a million dollars
to run for legislative seats now. So the average person
would be placed at a disadvantage" if he or she had to
run a public campaign for the university Board, he says.
"I think a housewife ought to have as much opportunity
to be on the Board of Governors as a CEO of a corpo-
ration."

According to Bob Hall of Democracy South, the
cost of winning a seat in the state House in legislative
elections in 2000 averaged $69,000, while the average
expenditure for securing a Senate seat was $134,500.
The number of legislative candidates who spent more
than $100,000 in the 2000 elections cycle was 61, up
from 42 in 1998. And, 25 of these candidates spent over
$200,000 in their legislative races.51 Thus, a system of
public elections for seats on the UNC Board of Gover-
nors might be a very expensive proposition.

"If you happen to have a board going in

a different direction than the Governor,

it's difficult to move forward. "

- CAROL EASLICK

ANALYST, GOVERNMENT SERVICES OFFICE,

MICHIGAN DEPARTMENT OF EDUCATION

In Michigan, public election of higher education
board members has become inseparable from party poli-
tics, says Joseph Chisholm, a lobbyist with the Chisholm
Advocacy Group who specializes in education issues and
was former Senior Policy Advisor to the Michigan Sen-
ate. Candidates for local university board seats are se-
lected at state conventions of the Republican and Demo-
cratic parties. "There is no primary opportunity, so you
really have to work through your party to get elected,"
Chisholm says. "It's a statewide seat, and it's almost
impossible to cover the whole state [in a campaign]. So
you'll find the people who are elected are party loyal-
ists,  and the boards at those universities tend to be
gridlocked by partisan loyalties." Although some can-
didates do spend money on races for university board
seats, such expenditures do not appear to have much
impact, Chisholm says. This is because the public is
generally not as aware of or as interested in elections
for university board seats as for other statewide offices.
An exception occurred in 1998 when David A. Brandon,
a popular former University of Michigan football star,
successfully ran for a seat on that university's Board of
Regents and attracted major media coverage for the race.
Chisholm says, "Usually, people don't pay attention to
these candidates"

Carol Easlick, an analyst in the Government Serv-
ices Office of the Michigan Department of Education,
says the same is true of public elections for the eight

From the Untted State's District Court for the Middle District of Georgia, Athens Division,
FIN ;J Iccomes this:

t
li i I Amended Orderi
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"The case style on thorder entered by this-Court on June 17,' 1993, should be amended to

read `Board lof R, s' of the University System of Georgia' rather than. `Board of Rejects of

the University'' stem 'of Georgia.' The court wishes to. emphasize. that the error was purely
1 ' ii ;l l ! (1

typographi'a1 ands p any extent Freudian."

"MARGINALIA,"  THE CHRONICLE OF HIGHER EDUCATION,  SEPTEMBER 8, 1993
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"There are no clear prerequisites for

being on the Board. "

- FORMER REP.  GENE ARNOLD (R•NASH)

members of the Michigan State Board of Education,
which is a planning agency with no direct governing
power over public university campuses. "A lot of people
just aren't familiar with the candidates," she says. "They
are focusing on the major elections. So a lot of cam-
paigning has to be done, and endorsements from orga-
nizations like education associations, unions, and cham-
bers of commerce become important." According to
Easlick, the main advantage of public election of higher
education board members in Michigan is that "you have
input from the entire state so there is a better dialogue
from all sides and maybe a wider range of opinions."
Easlick says the main drawback is "if you happen to
have a board going in a different direction than the
Governor, it's difficult to move forward."

3. Screening of Board Members by a Panel
of Experts

Some states have used panels of experts to help
screen and nominate candidates for higher education
boards. For example, when the governor of Maryland
was selecting members of the Board of Regents of the
restructured University of Maryland system, he ap-
pointed an advisory task force to recommend three

times the number of names needed. In Minnesota, a
Regent Candidate Advisory Council helps recruit,
screen, and set criteria for legislative appointments to
the governing board of the University of Minnesota.52
The Council develops "written statements of board
member qualifications and responsibilities to guide the
legislator's selection of appointees," say officials at the
Association of Governing Boards (AGB) of Universi-
ties and Colleges. AGB officials also note that Vir-
ginia Governor Mark Warner signed an executive order
in 2002 "establishing a panel to review potential ap-
pointees to the governing boards of Virginia's public
colleges and universities, the Virginia Community Col-
leges Board, and the State Council of Higher Educa-
tion based on `merit, experience, sound judgment, and
proven leadership.""' And in North Dakota, the gov-
ernor appoints seven of the nine members of the State
Board of Higher Education from a list of nominations
by the President of the North Dakota Education Asso-
ciation, the Chief Justice of the state Supreme Court,
and the Superintendent of Public Instruction .14

Rep. Gene Arnold (R-Nash), former North Carolina
House Higher Education Appropriations Committee

Chairman, is among those lawmakers who feel that the
General Assembly could use some help in identifying
qualified candidates for UNC's Board. "There are no
clear prerequisites for being on the Board," he says. "I
already have five or six applications from people who
want to be on the Board of Governors [in the 1999 leg-
islative session]. I don't know them from Adam, and
they're walking the halls. It's ridiculous."

In the absence of any specific requirements for
membership on the UNC Board, N.C. House Univer-
sity Subcommittee member Verla Insko says she looks
for "someone who has had leadership responsibility
and can show evidence that they know the university
system and have an interest in more than one campus.
I also look at gender and age. And I listen to my fel-
low legislators." Insko says she supports the idea of a
nominating panel or some other improvement in the
current screening process for the Board of Governors.
Former Board of Governors member William Dees
also believes a nominating panel "would be a good
option" for improving the selection process for the
UNC Board.

But former Board of Governors Chairman Sam
Neill warns that an extra screening process might result
in rigid qualifications that would reduce the chances that
dissenting opinions and fresh outlooks would be repre-
sented on the university Board. "When I ran [for a seat
on the Board of Governors], I was a Wake Forest gradu-
ate, and I was in my 30s at a time when nobody on that
Board was under 65," he says. "I beat an incumbent, was
re-elected, and went on to serve as chair. I was a good
Board member. But someone with my background
would never have made it through an outside screening
process."

Jane V. Wellman, senior associate at the Institute for
Higher Education Policy, helped author a statement of
five principles of good practice for governing boards for
the Association of Governing Boards of Universities and
Colleges, a national organization dedicated to strength-
ening the performance of boards of public and private
higher education. Wellman says that selection of uni-
versity governing board members is a challenge, regard-
less of the process. "We were hard-pressed to find one
state that does it well," says Wellman. "It's too much
about political patronage"55

"We were hard-pressed to find one state

that does it well. It's too much about

political patronage."

- JANE V. WELLMAN

SENIOR ASSOCIATE,  INSTITUTE FOR HIGHER EDUCATION POLICY
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Former Chancellor Jim Woodward of UNC-Charlotte and Board of Governors members Addison Bell of Charlotte and
Bob Warwick of Wilmington confer at a meeting of the UNC Board of Governors.

E. Selection of Local Campus
Boards of Trustees

This legislation never emerged from the committee to
which it was referred (Senate Rules and Operations).

Former UNC-Chapel Hill Chancellor Paul Hardin
says he was shocked to discover "that the board of trus-
tees at the University of North Carolina at Chapel Hill
was imposed on me with literally no input from me. My
suggestions [for board members] were usually not
granted because the Board of Governors felt beholden
to others out there in the political establishment." Hardin
says chancellors should be allowed "if not an outright
veto" over candidates for the local campus boards of
trustees, then at least some assurance that their sugges-
tions will be considered. But some educational leaders
feel chancellors have had too much control over the se-
lection of campus boards of trustees, making those
boards nothing more than what North Carolina Agricul-
tural and Technical State University Trustee Velma
Speight calls a "rubber stamp" for decisions of high-
level university leaders. Still others believe chancellors
have the appropriate amount of influence over selection
of boards of trustees of UNC campuses. "I have always
felt I had sufficient input into the process," says James
Leutze, former Chancellor of UNC-Wilmington and a
former faculty member at UNC-Chapel Hill. "And I
don't think I should necessarily get my way in [campus]
board appointments."

The selection process for the 13-member local boards
of trustees at UNC's 16 campuses differs from the pro-
cess used to select the UNC Board of Governors. By
statute, eight local campus trustees are chosen by the
Board of Governors, and four are appointed by the Gov-
ernor, all for staggered four-year terms with a two con-
secutive term limit.56 The remaining slot goes to the
campus student government president, who serves as an
ex officio Board member with voting privileges. Prior
to restructuring in 1971, 10 of UNC's member institu-
tions - the regional schools outside of the old Consoli-
dated University System - had been managed by boards
of trustees, all appointed by the Governor with legisla-
tive confirmation. By contrast, the six campuses of the
Consolidated University did not have their own separate
governing boards. Instead, their operations were con-
trolled by a 100-member board of trustees that was
elected by the legislature. In the 1999 legislative ses-
sion, Senator Tony Rand (D-Cumberland) sought to give
the President Pro Tempore of the Senate and the Speaker
of the House the power to appoint one member each to
the local campus boards of UNC schools, reducing by
one the number appointed by the Board of Governors.57
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One area of strong agreement among North Carolina
policymakers is that the shorter terms of UNC Board of
Governors members have made the process of Board
selection even more vulnerable to politics - both on the
Board and in the General Assembly. Legislation passed
in 1987 reduced terms on the Board from eight years
with a two-term limit to four years with a three consecu-
tive term limit. As a result, not only do potential candi-
dates have to campaign for seats more often, but Board
leadership is subject to more rapid turnover. Former
Board of Governors Chairman Benjamin Ruffin, for
example, had to stand for re-election to the Board one
year after he won the post of Chairman. "When they
shortened the terms, you win [a Board seat] one day, and
you have to start campaigning the next," says Betty
McCain, former Board of Governors member and former
N.C. Secretary of Cultural Resources.

State House Democratic Majority Leader and
former Speaker Pro Tempore, Joe Hackney, says, "I
didn't like reducing the terms from eight years, so six
years would be an improvement." Lengthening the terms
of Board of Governors members from four years to six
years would increase continuity in higher education
policymaking, better accommodate a steep learning
curve for Board members, and diminish unwanted par-
tisan political influence over Board selection when the
Governor's office or General Assembly leadership
changes hands. Longer terms would allow Board mem-
bers to develop a sense of institutional memory, give
them more time to become acquainted with the com-
plexities of university governance, and facilitate think-
ing and planning by Board members over a longer term.

Currently, many Board of Governors members
may be on the Board only long enough to serve on two
standing committees ,  a situation that negates contribu-
tions they could make in other areas and that gives
them an incomplete picture of their overall responsi-
bilities in higher education policy. If the legislature re-
tains  its authority to elect Board members, longer terms
also would reduce the frequency with which  nominees
would have to campaign for Board seats. Finally,
longer terms would allow more consistent higher edu-
cation policy by insulating the university system from
dramatic but perhaps temporary upheavals in the politi-
cal landscape, such as those that occurred when the
1994 elections gave Republicans control of the state
House, and those that occurred again in 1998, when
elections gave the Democratic Party a majority in both
the House and the Senate.

Shorter terms also have meant that Board of
Governors members have less time to learn the com-
plexities of the university system they are governing,
says Samuel Poole, whose service on the Board of
Governors from 1983 to 1995, combined with his serv-
ice as an emeritus member from 1995 to 1999, spanned

"When they shortened the terms, you win

[a Board seat] one day, and you have to

start campaigning the next. "

- BETTY MCCAIN
FORMER BOARD OF GOVERNORS MEMBER

the careers of three university Presidents. "Now, a per-
son only gets to serve on but one committee, and many
members don't have the familiarity with the campuses,"
he says. "They just don't have the institutional knowl-
edge." Even the late state Senator Kenneth Royall, Jr.,
the architect of the 1987 legislation that reduced the
length of terms on the university Board, was uncertain
whether shorter terms ended up serving what he says
was the intended purpose of the bill - to open the
Board to a wider range of candidates. "We have a lot
of able citizens in this state, and I just thought they
ought to have an opportunity to serve on the Board,"
Royall told the Center before his death. "I'm not sure
now it's the best way. There's too much politics in it."
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There's too much politics in it. "
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CHAPTER 3

The Composition of the
UNC Board of Governors

Of the 16 members elected every two years beginning in 1993, at least two

shall be women, at least two other members shall be members of a minority

race, and at least two other members shall be members of the political party to

which the largest minority of the members of the General Assembly belongs.

- N.C. STATUTORY REQUIREMENT REPEALED IN 2001

I n 1971, the N.C. General Assembly enacted legisla-
tion establishing the procedures for nomination and
election to the Board of Governors. It required the

election of minimum numbers of women, racial minori-
ties, and members of minority political parties and di-
vided this responsibility equally and alternately between
the House and Senate. In 1993 and every four years
thereafter, the Senate elected at least two women and two
members of a minority race, and the House elected at
least two members of a minority political party. In 1995
and every four years thereafter, the Senate elected two
members of a minority political party, and the House
elected two women and two racial minorities to the
Board.' This alternating method was used through 2001
when the General Assembly passed legislation to repeal
the language in the statute that required designated seats
for females, racial minorities, and members of the mi-
nority political party.2

A. Requirements for Representation
of Women and Minority Races

A subject of ongoing debate is whether statutory lan-
guage guaranteeing seats on the Board of Governors to
women, racial minorities, and minority political parties
helps or hinders guaranteeing diversity on the Board.
Until 2001, the law implementing the election process

for the 32-member Board required that "[o]f the 16
members elected every two years ... at least two shall
be women, at least two other members shall be mem-
bers of a minority race, and at least two other members
shall be members of the political party to which the larg-
est minority of the members of the General Assembly
belongs."' This system resulted in a minimum of four
persons from each of these categories serving on the
Board at any given time.

Some state leaders question whether the guaranteed
seats act as ceilings rather than floors by limiting the
number of women and minorities on the university gov-
erning Board to the minimum levels provided for by law.
William Dees, who served as the first Chairman of the
Board of Governors from 1972 to 1976, remembers that
argument being posed to him when he addressed a group
of educational leaders in Atlanta, shortly after North
Carolina's university governance system was reorganized
in 1971. "I was convinced you could not get blacks on
there unless the law required it," he says. "I think the
provisions for women and minorities are healthy. The
provisions for the political minority [category] might be
wrong," he says, now that North Carolina is a two-party
state. Former Governor James Holshouser, who was one
of only 31 Republicans in the legislature when higher
education was restructured in 1971, agrees that the guar-
anteed seats for political minorities on the UNC Board
are no longer useful. "I always felt they just threw that
in for me," he says. "It's a pretty broad-based Board even
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without that design. I think it's
gotten more so over the years."
See Table 3.1 on pages 46-56 for
the number of women, minorities
and members of the minority
party who have served on the
Board of Governors since its
creation in 1971-72.

A review of the UNC
Board's membership records
shows that while there have been
more women and minorities
serving on the Board of Gover-
nors in most years than the mini-
mum numbers formerly required
by law, those numbers remained

In 2003, the first legislative session when

Board members were elected after the

statute reserving seats for women and

minorities was repealed, the legislature

reduced the number of seats held by

women by two, decreased the number of

seats  held by African Americans by one,

and did not re-elect the sole Native

American on the Board.

very close to the statutory limits and, in any case, are
still not proportionate to the percentage of women or
minorities in the state's population. The lowest num-
ber of women with voting seats on the Board in any
given year has been the then statutory minimum of four
of 32 (12.5%), which was the case during all but two of
the first 10 years of the Board's existence, while the
highest has been nine (28%) in 1999, 2000, 2001, and
2002.4 The Board of Governors' cumulative roster
shows the lowest number of members of a minority race
with voting seats on the Board in any given year since
1972 has been five of 32 (16%), which occurred in 1978,
1979, and 1981 through 1984, while the highest has been
nine (28%) in 2001-2002. The percentage of racial

(including
races).

minorities serving on the univer-
sity Board has ranged from a low
of 16 percent to a high of 28
percent.

From 1972  through 2004, the
overall voting  percentage of fe-
male and racial  minority UNC
Board members has averaged 19
percent (199 of 1,024), and 20
percent  (207 of  1,024 voting
members ),  respectively.  By com-
parison, the 2000 Census showed
the percentage of women in the
population at 51 percents and the
percentage of all racial minori-
ties '  combined is 28 .9 percent

those individuals indicating two or more

Although the percentage of females in the state's
population has not changed greatly over the last 30
years, the percentage of Hispanic/Latinos has increased
394% since 1990, and the percentage of non-white North
Carolinians increased 3.2 percentage points over the past
decade.' As far as the Center can determine, no person
of Hispanic ethnicity or of Asian ancestry, has ever
served on the UNC Board of Governors. Of the 32
voting members of the 1999-2000 Board of Governors,
19 were white males, five were white women, four were
black males, and four were females of a minority race.'
Although eight new members were elected to the Board

URIC Board of Governors meeting in Chapel Hill

r
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Board of Governors members Cary Owen (left) of Asheville and Patsy Perry of  Durham at a  meeting in Chapel Hill

in 2001 (along with eight incumbent Board members
who were re-elected), the only numerical change in the
Board's demographic makeup was an increase of one
minority male on the Board; however, the overall num-
ber of male (23) and female (9) Board members was
unchanged.

In 2003, the first legislative session when Board
members were elected after the statute reserving seats
for women and minorities was repealed, the legislature
reduced the number of seats held by women by one, de-
creased the number of seats held by African Americans
by one, and did not re-elect the sole Native American
on the Board. After this election, white males held 20
of the 32 voting seats on the Board, white females held
five seats, black males held four, and black females held
three seats. Representative Harold Brubaker (R-
Randolph) points out that while the 2003 outcome in the
legislature reduced the total number of women and ra-
cial minorities on the Board, the General Assembly
elected more women and African Americans in 2003
than it did in the 2001 session. The General Assembly
selected two women and two African Americans in 2001,
and five women and four African Americans in 2003.
With an eye to the long-term impact of the repeal of the
minimum requirements for numbers of women, minori-

ties, and members of the minority political party,
Brubaker says, "This will depend on the leadership of
the General Assembly and the needs of the University.
The future composition of the Board of Governors will
be a function of the legislative leadership's desire for
quality board members, their need to please their con-
stituency [the members of each chamber], and their need
to obtain a majority vote of members of their chamber
to elect a slate of Board members."

The importance of diversity goes beyond numbers.
As former Z. Smith Reynolds Foundation Director and
former UNC-Chapel Hill Trustee Tom Lambeth says,
"Questions get asked in a group that includes women
and minorities that are not asked if they are not on the
Board. That seems especially important when you are
talking about higher education." And Benjamin Ruffin,
past Chairman of the Board and a former Vice President
of R.J. Reynolds Tobacco Company in Winston-Salem,
said the law setting aside specific seats provided broader
representation from throughout the state and should be
preserved. "The way our system has worked, we have
been the envy of other states," he said.'

The main arguments against statutory language
requiring representation by women and minorities on
the UNC Board are that such language is no longer
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Former UNC  President  William Friday (seated, left), with
the first four chairmen of the URIC Board of Governors:
William Dees,  Jr., William Johnson, John Jordan, Jr. and
Philip G. Carson (seated, right)

necessary due to advances made by women and minori-
ties  in public life and invited a lawsuit. "I think they
[the guaranteed seats] served a purpose at the time that
was needed," says former state Senator Howard Lee
(D-Orange). "But I think they are outmoded and divi-
sive and should be gotten rid of."

In 1996, a lawsuit filed against the university Board
over the  issue  of guaranteed seats for minorities by Jack
Daly was dismissed by U.S. Magistrate Carl Horn 111.11
(Daly ran unsuccessfully in the House for an at-large
seat on the Board of Governors in 1999 and unsuccess-
fully for the Republican nomination for State Auditor in
2000). A more serious legal challenge to the law set-
ting aside all three categories of guaranteed seats was
filed in federal court in May 2001 by Walter Davis, a
former member of the Board of Governors for two terms
and a former member of the board of trustees at UNC-
CH."' Attorneys representing Davis and four other plain-
tiffs filing the suit argued that the law violates equal
protection provisions of the state and federal constitu-
tions by specifically barring some people from seeking
those 12 seats.12

At its June 2001 meeting, Board of Governors
Chairman Benjamin Ruffin announced that the Board
had decided not to fight the legal challenge to the
Board's membership and to ask the General Assembly
to repeal the law that reserved certain slots on the Board
for women, minorities and minority political parties.13

In legislation signed into law by Governor Mike Easley
on December 19, 2001, the General Assembly repealed
the language in the statute that referred to designated
seats and substituted a provision that says, "In electing
members, the objective shall be to obtain the services
of the citizens of the State who are qualified by train-
ing and experience to administer the affairs of The Uni-
versity of North Carolina. Members shall be selected
based upon their ability to further the educational mis-
sion  of The University through their knowledge and
understanding of the educational needs and desires of
all the State's citizens, and their economic, geographic,
political, racial, gender, and ethnic diversity. "' Accord-
ing to Ruffin, the challenged statute would have been
difficult to defend in court, and it was "the view of the
Board of Governors that it would be better for us to
spend our time and money addressing educational mat-
ters than to spend our resources defending the chal-
lenged portions of the statute"15 He added that state law
also requires legislators to choose the best qualified citi-
zens  for Board service, taking into consideration the
need for representation by different races, genders, and
political parties. "We trust that the General Assembly
will take this objective seriously in future elections for
the Board of Governors," Ruffin said.

The UNC Board of Governors was highlighted in a
1999 study by the Women's Forum of North Carolina

Brain; work will  cause her to become

bald,: while increasing masculinity
and  contempt for  beauty will induce

the growth of hair  on her  face. In

the  future, therefore , women will be

bald and wear long mustaches and
patriarchal beards.

19'" CENTURY PROFESSOR

!HANS 'RIEDENTHAL OF BERLIN UNIVERSITY,

ON.TH LE1EVOLUTION OF WOMEN AFTER HIGHER

EDUCATION AND VOTING RIGHTS
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as one of many important state boards on which women
continue to be under-represented. The Forum's report,
"Gender Balance on Boards and Commissions," shows
that women comprised only 16 percent of the UNC
Board membership in 1998.16 Based on findings in the
six-month study, the Women's Forum worked with leg-
islators and a coalition of women's groups to produce
legislation aimed at ensuring proportionate representa-
tion of women on public boards - including the UNC
Board of Governors. Specifically, Senate Bill 333 and
House Bill 596, as introduced in the 1999 legislative
session, would have required that those making appoint-
ments to boards - including the UNC Board - select
"from among the most qualified persons, those persons
whose appointment would ensure that the membership
of the board, commission, council, or committee accu-
rately reflects the proportion that each gender represents
in the population of the state as a whole" or in the geo-
graphic or political district that each board governs."
The bills also would have required appointing officials
or bodies to make regular reports to the N.C. Secretary
of State's Office on the number and percentage of
women appointed for public boards. After being modi-

"Questions get asked in a group that

includes women and minorities that are

not asked if they are not on the Board.

That seems  especially important when you

are talking about higher education. "

- TOM LAMBETH

RETIRED EXECUTIVE DIRECTOR,  Z. SMITH REYNOLDS

FOUNDATION,  AND FORMER UNC•CHAPEL HILL TRUSTEE

feed to state that its purpose is to "encourage gender
equity but is not to direct, mandate, or require such," the
legislation was enacted by the General Assembly." The
provisions requiring annual reports to the Secretary of
State were retained. However, the General Assembly has
never filed the annual reports about individuals selected
for the UNC Board of Governors with the Secretary of
State's Office.

-continued  on page 57

Former N.C. Governor Jim Holshouser is an emeritus member of the UNC Board of Governors.
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Table 3.1

Number  of Women,  Minorities, and  Members of the  Minority Party (Republicans)
Who Have Served on the Board of Governors Since 1971

A. Board of Governors Members Who  Are WOMEN

Year

Number
Required

by Statute

Number
Actually

Serving* Name Year

Number
Required

by Statute

Number
Actually

Serving* Name

1972 0 4 Adelaide Holderness 1980 4 5 Geneva Bowe

1973 1 4

Virginia Lathrop
Emily Preyer
Elise Wilson

Adelaide Holderness

Grace Epps

Adelaide Holderness
Betty McCain
Julia Morton

Virginia Lathrop 1981 4 4 Geneva Bowe

1974 1 4

Emily Preyer
Elise Wilson

Adelaide Holderness

Adelaide Holderness
Martha McNair
Julia Morton

Virginia Lathrop 1982 4 5 Geneva Bowe

1975 2 4

Emily Preyer
Elise Wilson

Adelaide Holderness

Terresa Bullock
Adelaide Holderness
Martha McNair
Julia Morton

Betty McCain
Julia Morton 1983 4 5 Geneva Bowe

1976 2 4

Elise Wilson

Adelaide Holderness

Terresa Bullock
Joan Fox

Martha McNair

Betty McCain
Julia Morton
Elise Wilson 1984 4 5

Julia Morton

Geneva Bowe

1977 3 4 Adelaide Holderness
Terresa Bullock
Joan Fox

Betty McCain
Julia Morton
Elise Wilson

1985 4 6

Martha McNair
Julia Morton

Geneva Bowe
1978 3 5 Kathleen Crosby Terresa Bullock

1979 4 4

Adelaide Holderness
Betty McCain
Julia Morton
Elise Wilson

Grace Epps 1986 4 6

Joan Fox
Martha McNair
Julia Morton
Ruth Dial Woods

Geneva Bowe
Adelaide Holderness
Betty McCain
Julia Morton

Terresa Bullock
Joan Fox
Martha McNair
Julia Morton
Ruth Dial Woods

* Number actually serving as voting members of the Board.
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Table 3.1
CONTINUED

Number of Women,  Minorities,  and Members of the Minority Party (Republicans)
Who Have Served on the Board of Governors Since 1971

A. Board of Governors Members  Who Are WOMEN,  continued

Year

Number Number
Required Actually
by Statute Serving* Name Year

Number
Required
by Statute

Number
Actually
Serving* Name

1987 4 6 Geneva Bowe 1992 4 8 Lois G. Britt

1988 4 6

Joan Fox
Betty McCain
Martha McNair
Julia Morton
Ruth Dial Woods

Geneva Bowe

Betty McCain
Martha McNair
Ellen S. Newbold
Maxine H. O'Kelley
Priscilla P. Taylor
Barbara Wills-Duncan
Ruth Dial Woods

Joan Fox
Betty McCain 1993 4 7 Lois G. Britt

1989 4 7

Martha McNair
Julia Morton
Ruth Dial Woods

Lois G. Britt

Valeria L. Lee
Helen R. Marvin
Ellen S. Newbold
Maxine H. O'Kelley
Priscilla  P. Taylor

Joan Fox
Betty McCain
Martha McNair 1994 4 7

Barbara  Wills-Duncan

Lois G. Britt

1990 4 7

Ellen S . Newbold
Maxine H. O'Kelley
Ruth Dial Woods

Lois G. Britt

Valeria L. Lee
Helen R. Marvin
Ellen S. Newbold
Maxine H. O'Kelley
Priscilla P. Taylor

Betty McCain
Martha McNair
Ellen S. Newbold 1995 4 6

Barbara Wills-Duncan

Lois G. Britt

1991 4 8

Maxine H. O'Kelley
Priscilla P. Taylor
Ruth Dial Woods

Lois G. Britt

Helen R. Marvin
Ellen S. Newbold
Maxine H. O'Kelley
Cary C. Owen
Barbara S. Perry

Betty McCain
Martha McNair 1996 4 6 Lois G. Britt
Ellen S. Newbold
Maxine H. O'Kelley
Priscilla P. Taylor
Barbara  Wills-Duncan
Ruth Dial Woods

1997 4 5

Helen R. Marvin
Ellen S . Newbold
Maxine H. O'Kelley
Cary C. Owen
Barbara S. Perry

Lois G. Britt
Helen R. Marvin
Maxine H. O'Kelley

* Number actually serving as voting members of the Board.

Cary C. Owen
Barbara S. Perry

-continued
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Table 3.1
CONTINUED

Number of Women, Minorities,  and Members  of the Minority Fally (Republicans)

Who Have Served on the Board of Governors Since 1971

A.  Board of Governors Members Who Are WOMEN, continued

Number Number Number Number
Required Actually Required Actually

Year by Statute Serving* Name Year by Statute Serving* Name

1998 4 5 Lois G. Britt
Helen R. Marvin
Maxine H. O'Kelley
Cary C. Owen
Barbara S. Perry

2002 4 9 Anne Cates
Angela R. Bryant
Hannah Gage
Teena S. Little
Barbara S. Perry
Patsy B. Perry

1999 4 9 Lois G. Britt
Angela R. Bryant
Teena S. Little
Helen R. Marvin

Gladys Ashe Robinson
Priscilla P. Taylor
Ruth Dial Woods

Maxine H. O'Kelley
Barbara S. Perry
Patsy B. Perry
Priscilla P. Taylor
Ruth Dial Woods

2003 0 8 Anne Cates
Hannah Gage
Adelaide Daniels Key
Cary C. Owen
Patsy B. Perry

Gladys Ashe Robinson
2000 4 9 Lois G. Britt

Angela R. Bryant
Teena S. Little

Estelle "Bunny" Sanders
Priscilla P. Taylor

Helen R. Marvin
Maxine H. O'Kelley
Barbara S. Perry
Patsy B. Perry
Priscilla P. Taylor
Ruth Dial Woods

2004 0 8 Anne Cates
Hannah Gage
Adelaide Daniels Key
Cary C. Owen
Patsy B. Perry
Gladys Ashe Robinson
Estelle "Bunny" Sanders

2001 4 9 Anne Cates
Angela R. Bryant
Hannah Gage
Teena S. Little
Barbara S. Perry
Patsy B. Perry
Gladys Ashe Robinson
Priscilla P. Taylor
Ruth Dial Woods

Priscilla P. Taylor
Amanda Devore

(ex officio  nonvoting
student member)

Note:  Women comprised 51 percent of the population of North Carolina in the 2000 U.S. Census. The
highest number of women serving as  voting  members on the Board was nine in 1999-2002, comprising
28 percent of the voting membership. Since 1972, the overall percentage of female UNC Board members
has averaged 19 percent (199 of 1,024 possible seats).

Note: Emeritus  and  ex officio  members are members of the Board of Governors but cannot vote.

* Number actually serving as voting members of the Board.
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Table 3.1
CONTINUED

Number of Women,  Minorities,  and Members of the Minority Party (Republicans)
Who Have Served on the Board of Governors Since 1971

B. Board of Governors Members Who Are of a MINORITY RACE

Year

Number

Required
by Statute

Number

Actually
Serving* Name Year

Number
Required
by Statute

Number
Actually
Serving* Name

1972 0 7 Howard C. Barnhill 1977 3 6 Clark S. Brown
Andrew A. Best
Clark S. Brown
Julius  L. Chambers
Louis T. Randolph
Maceo A. Sloan
E.B. Turner

1978 3 5

Julius L. Chambers
Louis T. Randolph
J.J. Sansom, Jr.
Maceo A. Sloan
E.B. Turner

Clark S. Brown
1973 1 7 Howard C. Barnhill Kathleen R. Crosby

Clark S. Brown
Julius L. Chambers
Louis T. Randolph
Maceo A. Sloan
E.B. Turner 1979 4 5

Louis T. Randolph
Maceo A. Sloan
E.B. Turner

Grace Epps

1974 1 7

John W. Winters

Howard C. Barnhill

Jack O'Kelley
Louis T. Randolph
Maceo A. Sloan

Clark S. Brown
Julius L. Chambers
Louis T. Randolph 1980 4 6

E.B. Turner

Geneva Bowe

1975 2 7

Maceo A. Sloan
E.B. Turner
John W. Winters

Howard C. Barnhill

Grace Epps

Jack O'Kelley
Louis T. Randolph
Maceo A. Sloan
E.B. Turner

Clark S. Brown
Julius L. Chambers 1981 4 5 Geneva Bowe

1976 2 7

Louis T. Randolph
J.J. Sansom, Jr.
Maceo A. Sloan
E.B. Turner

Howard C. Barnhill 1982 4 5

Louis T. Randolph
Maceo A. Sloan
Asa T. Spaulding, Jr.
E.B. Turner

Geneva Bowe
Clark S. Brown
Julius L. Chambers
Louis T. Randolph
J.J. Sansom, Jr.
Maceo A. Sloan
E.B. Turner 1983 4 5

Louis T. Randolph
Maceo A. Sloan
Asa T. Spaulding, Jr.
E.B. Turner

Geneva Bowe
Louis T. Randolph
Maceo A. Sloan
Asa T. Spaulding, Jr.
E.B. Turner

* Number actually serving as voting members of the Board. -continued
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Table 3.1
CONTINUED

Number of Women, Minorities, and Members of the Minority Party (Republicans)
Who Have Served on the Board of Governors Since 1971

B. Board of  Governors Members Who Are of a ME[ OR ITY RACE, continued

Year

Number
Required

by Statute

Number
Actually

Serving* Name Year

Number
Required

by Statute

Number
Actually

Serving* Name

1984 4 5 Geneva Bowe 1990 4 7 Joy J. Johnson

1985 4 6

Louis T. Randolph
Maceo A. Sloan
Asa T. Spaulding, Jr.
E.B. Turner

Geneva Bowe

Maxine H. O'Kelley
Louis T. Randolph
Maceo A. Sloan
Asa T. Spaulding, Jr.
Harold H. Webb

Louis T. Randolph
Maceo A. Sloan
Asa T. Spaulding, Jr. 1991 4 7

Ruth Dial Woods
(Native American)

Maxine H. O'Kelley

1986 4 6

E.B. Turner
Ruth Dial Woods

(Native American)

Geneva Bowe

Benjamin S. Ruffin
Maceo A. Sloan
Asa T. Spaulding, Jr.
Harold H. Webb

Louis T. Randolph
Maceo A. Sloan
Asa T. Spaulding, Jr.
E.B. Turner 1992 4 7

Barbara Wills-Duncan
Ruth Dial Woods

(Native American)

Mark L. Bibbs (ex officio)

1987 4 6

Ruth Dial Woods
(Native American)

Geneva Bowe

Maxine H. O'Kelley
Benjamin S. Ruffin
Maceo A. Sloan

Joy J. Johnson
Louis T. Randolph
Maceo A. Sloan
Asa T. Spaulding, Jr.
Ruth Dial Woods

(Native American) 1993 4 7

Asa T. Spaulding, Jr.
Harold H. Webb
Barbara Wills-Duncan
Ruth Dial Woods

(Native American)

Mark L. Bibbs

1988 4 6 Geneva Bowe Bert Collins

1989 4 7

Joy J. Johnson
Louis T. Randolph
Maceo A. Sloan
Asa T. Spaulding, Jr.
Ruth Dial Woods

(Native American)

Joy J. Johnson

Derrick E. Griffith

(ex officio)
Valeria L. Lee
Maxine H. O'Kelley
Benjamin S. Ruffin
Harold H. Webb
Barbara Wills-Duncan

Maxine H. O'Kelley 1994 4 7 Mark L. Bibbs
Louis T. Randolph
Maceo A. Sloan
Asa T. Spaulding, Jr.
Harold H. Webb
Ruth Dial Woods

(Native American)

Bert Collins
Valeria L. Lee
Maxine H. O'Kelley
Benjamin  S. Ruffin
Harold H. Webb
Barbara Wills-Duncan

* Number actually serving as voting members of the Board.
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Table 3.1
CONTINUED

Number of Women,  Minorities,  and Members of the Minority Party (Republicans)
Who Have Served on the Board of Governors Since 1971

B. Board of Governors Members Who Are of a MINORITY RACE,  continued

Number Number Number Number
Required Actually Required Actually

Year by Statute Serving* Name Year by Statute Serving* Name

1995 4 8 Mark L. Bibbs
Robert J. Brown
William T. Brown
Keith Bryant (ex officio)
Bert Collins
Larne G. Horton, Sr.
Maxine H. O'Kelley
Benjamin S. Ruffin
Harold H. Webb

2000 4 8 William T. Brown
Angela R. Bryant
Bert Collins
Chancy R. Edwards
Maxine H. O'Kelley
Patsy B. Perry
Benjamin S. Ruffin
Ruth Dial Woods

(Native American)

1996 4 8 Mark L. Bibbs
Robert J. Brown
William T. Brown
Bert Collins
Larne G. Horton, Sr.
Maxine H. O'Kelley
Benjamin S. Ruffin
Harold H. Webb

2001 4 9 William T. Brown
Angela R. Bryant
Bert Collins
Dudley Flood
Willie Gilchrist
Patsy B. Perry
Gladys Ashe Robinson
Benjamin S. Ruffin
Ruth Dial Woods

1997 4 6 Robert J. Brown
William T. Brown

(Native American)

Bert Collins
Larnie G. Horton, Sr.
Maxine H. O'Kelley
Benjamin S. Ruffin

2002 4 9 William T. Brown
Angela R. Bryant
Bert Collins
Dudley Flood
Willie Gilchrist

1998 4 6 Robert J. Brown
William T. Brown
Bert Collins
Larne G. Horton, Sr.
Maxine H. O'Kelley
Benjamin S. Ruffin

Patsy B. Perry
Gladys Ashe Robinson
Benjamin S. Ruffin
Ruth Dial Woods

(Native American)

2003 0 7 R. Steve Bowden
1999 4 8 William T. Brown

Angela R. Bryant
Bert Collins
Chancy R. Edwards
Maxine H. O'Kelley
Patsy B. Perry
Benjamin S. Ruffin
Ruth Dial Woods

(Native American)

Bert Collins
Dudley Flood
Willie Gilchrist
Patsy B. Perry
Gladys Ashe Robinson
Benjamin S. Ruffin

(emeritus)
Estelle "Bunny" Sanders

* Number actually serving as voting members of the Board. -continued
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Table 3.1
CONTINUED

Mi Puileer of Women, Minorities, and  Members of the Minority Partly (Republicans)
Who Have Served on the Board of Governors Since 11971

B. Board of Governors Members Who Are  of a MIENORIITY RACE, continued

Number Number
Required  Actually

Year by Statute Serving* Name

2004 0 7 R. Steve Bowden
Bert Collins
Dudley Flood
Willie Gilchrist
Patsy B. Perry
Gladys Ashe Robinson
Benjamin S. Ruffin

(emeritus)
Estelle "Bunny" Sanders

Note:  Persons of minority races comprised a total of 28.9 percent of the population of North Carolina
according to the 2000 U.S. Census. The highest number of minorities serving as  voting  members on the
Board was nine in 2001 and 2002, comprising 28 percent of the voting membership. Since 1972, the
overall percentage of voting racial minority UNC Board members has averaged 20 percent (207 of 1,024
possible seats).

Note: Emeritus  and  ex officio  members are members of the Board of Governors but cannot vote.

* Number actually serving as voting members of the Board.
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Table 3.1
CONTINUED

Number of Women,  Minorities,  and Members of the Minority Party (Republicans)
Who Have Served on the Board of Governors Since 1971

C. Board of Governors Members Who Are of a MINORITY POLITICAL PARTY -
Republicans  (or  Unaffiliated)  Only

Year

Number
Required

by Statute

Number
Actually

Serving* Name Year

Number

Required

by Statute

Number

Actually

Serving* Name

1972 0 1983 4 5 Laurence A. Cobb

1973 1 1 T. Worth Coltrane
T. Worth Coltrane
James E. Danieley

1974 1 1 T. Worth Coltrane
James E. Holshouser, Jr.
Asa T. Spaulding, Jr.

1975 2 2 T. Worth Coltrane 1984 4 5 Laurence A. Cobb

1976 2 2

Harley F. Shuford, Jr.

T. Worth Coltrane

T. Worth Coltrane
James E. Danieley
James E. Holshouser, Jr.

1977 3 3

Harley F. Shuford, Jr.

Laurence A. Cobb 1985 4 5

Asa T. Spaulding, Jr.

T. Worth Coltrane

1978 . 3 3

T. Worth Coltrane
Harley F. Shuford, Jr.

Laurence A. Cobb

James E. Danieley
John A. Garwood
James E. Holshouser, Jr.
Asa T. Spaulding, Jr.

T. Worth Coltrane
Harley F. Shuford, Jr. 1986 4 5 T. Worth Coltrane

1979 4 4 Laurence A. Cobb
James E. Danieley
John A. Garwood

T. Worth Coltrane
James E. Holshouser, Jr.
Harley F. Shuford, Jr.

1987 4 4

James E. Holshouser, Jr.
Asa T. Spaulding, Jr.

James E. Danieley
1980 4 4 Laurence A. Cobb John A. Garwood

T. Worth Coltrane
James E. Holshouser, Jr.
Harley F. Shuford, Jr.

1988 4 4

James E. Holshouser, Jr.
Asa T. Spaulding, Jr.

James E. Danieley
1981 4 5 Laurence A. Cobb John A. Garwood

T. Worth Coltrane
James E. Holshouser, Jr.
Harley F. Shuford, Jr.
Asa T. Spaulding, Jr. 1989 4 4

James E. Holshouser, Jr.
Asa T. Spaulding, Jr.

James E. Danieley

1982 4 5 Laurence A. Cobb
John A. Garwood
James E. Holshouser, Jr.

T. Worth Coltrane
James E. Holshouser, Jr.
Harley F. Shuford, Jr.
Asa T. Spaulding, Jr.

Asa T. Spaulding, Jr.

* Number actually serving as voting members of the Board. -continued

Chapter 3 53



Table 3.1
CONTINUED

Number of Women, Minorities, and Members of the Minority Party (Republicans)
Who  Have Served on the Board of Governors Since 1 971

C. Board of Governors Members Who Are of a  MINORITY POLITICAL PARTY -
Republicans (or  Unaffiliated) Only, continued

Number Number
Required  Actually

Year by Statute Serving* Name

1990 4 4 James E. Danieley
John A. Garwood
James E. Holshouser, Jr.
Asa T. Spaulding, Jr.

1991 4 4 James E. Danieley
John A. Garwood
James E. Holshouser, Jr.

(emeritus)

Ward Purrington
Asa T. Spaulding, Jr.

1992 4 4 James E. Danieley
John A. Garwood
James E. Holshouser, Jr.

(emeritus)

Ward Purrington
Asa T. Spaulding, Jr.

1993 4 5 (1) John F.A.V. Cecil
Derrick Close

(Unaffiliated)

James E. Danieley
John A. Garwood
James E. Holshouser, Jr.

(emeritus)

James G. Martin
D. Wayne Peterson

1994 4 5 (1) John F.A.V. Cecil
Derrick Close

(Unaffiliated)

James  E. Danieley
John A. Garwood
James E. Holshouser, Jr.

(emeritus)

James G. Martin
D. Wayne Peterson

Number Number
Required  Actually

Year by Statute Serving* Name

1995 4 11(2) Robert J. Brown
John F.A.V. Cecil
Derrick Close

(Unaffiliated)

Orville D. Coward, Sr.
John C. Fennebresque

John A. Garwood
James E. Holshouser, Jr.

(emeritus)

Larnie G. Horton, Sr.
W. Kenneth Morgan, Sr.
Cary C. Owen
Barbara S. Perry
D. Wayne Peterson
Earl N. Phillips, Jr.
Paul Rizzo  (Unaffiliated)

1996 4 10 (2) Robert J. Brown
John F.A.V. Cecil
Derrick Close

(Unaffiliated)

Orville D. Coward, Sr.
John C. Fennebresque

James E. Holshouser, Jr.
(emeritus)

Larnie G. Horton, Sr.
W. Kenneth Morgan, Sr.
Cary C. Owen
Barbara S. Perry
D. Wayne Peterson
Earl N. Phillips, Jr.
Paul Rizzo  (Unaffiliated)

* Number actually serving as voting members of the Board.

54 PAT 0 The  History ,  Selection ,  and composition of th e UNC  Board of Governors



Table 3.1
CONTINUED

Number of Women,  Minorities,  and Members of the Minority Party (Republicans)
Who Have Served on the Board of Governors Since 1971

C. Board of Governors Members Who Are  of a MINORITY POLITICAL PARTY -
Republicans  (or  Unaffiliated)  Only,  continued

Number Number Number Number
Required Actually Required Actually

Year by Statute Serving* Name Year by Statute Serving* Name

1997 4 13(l) Robert J. Brown
John F.A.V. Cecil
Orville D. Coward, Sr.
John C. Fennebresque

James E. Holshouser, Jr.
(emeritus)

Larnie G. Horton, Sr.
Timothy K. Moore
W. Kenneth Morgan, Sr.
Cary C. Owen
Barbara S. Perry

1999 4 8 John F.A.V. Cecil
H. Frank Grainger
James E. Holshouser, Jr.

(emeritus)

Peter Keber
Teena S. Little
Timothy K. Moore
D. Wayne Peterson
J. Craig Souza
Robert F. Warwick

D. Wayne Peterson
Earl N. Phillips, Jr.
Paul Rizzo  (Unaffiliated)

J. Craig Souza
Robert F. Warwick

2000 4 8 John F.A.V. Cecil
H. Frank Grainger
James E. Holshouser, Jr.

(emeritus)

Peter Keber
Teena S. Little

1998 4 13(l) Robert J. Brown
John F.A.V. Cecil
Orville D. Coward, Sr.
John C. Fennebresque
James E. Holshouser, Jr.

Timothy K. Moore
D. Wayne Peterson
J. Craig Souza
Robert F. Warwick

(emeritus)

Larnie G. Horton, Sr.
Timothy K. Moore
W. Kenneth Morgan, Sr.
Cary C. Owen
Barbara S. Perry
D. Wayne Peterson
Earl N. Phillips, Jr.
(Unaffiliated)

J. Craig Souza

2001 4 7 John F.A.V. Cecil
H. Frank Grainger
James E. Holshouser, Jr.

(emeritus)

Peter Keber
Teena S. Little
Barbara S. Perry
Craig Souza
Robert F. Warwick

Robert F. Warwick 2002 4 7 John F.A.V. Cecil
H. Frank Grainger
James E. Holshouser, Jr.

(emeritus)

Peter Keber
Teena S. Little
Barbara S. Perry
Craig Souza
Robert F. Warwick

* Number actually serving as voting members of the Board. -continued
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Table 3.1
CONTINUED

Number of Women,  Minorities,  and Members of the  Minority Party (Republicans)
Who Have Served  on the  Board of Governors Since 11971

C. Board of Governors Members Who Are of a MINORITY POLITICAL PARTY -
Republicans  (or  Unaffiliated) Only,  continued

Number Number
Required  Actually

Year by Statute Serving* Name

2003 0 9 Brent Barringer
John F.A.V. Cecil
H. Frank Grainger
Peter Hans
James E. Holshouser, Jr.

(emeritus)

Peter Keber
Leroy Lail
Cary C. Owen
Craig Souza
Robert F. Warwick

2004 0 9 Brent Barringer
John F.A.V. Cecil
H. Frank Grainger
Peter Hans
James E. Holshouser, Jr.

(emeritus)

Peter Keber
Leroy Lail
Cary C. Owen
Craig Souza
Robert F. Warwick

Note:  From 1987 through 2001, state law mandated that at least four of the 32 voting seats be allocated to "members of the
political party to which the largest minority of the members of the General Assembly belongs," thereby guaranteeing that at
least 12.5 percent of the Board would represent the predominant minority political party. Over the 32-year period since the
Board of Governors was created (with the exception of 1995-1996 when Republicans held 92 of the total 170 seats in the
legislature), Republicans have been the minority party in the N.C. General Assembly. The number of Republicans in the
General Assembly has risen from 31 of 170 legislators in 1971, to 34 in 1981, to 53 in 1991, to 73 in 2001, and to 78 in 2005.
The Republican high point in the General Assembly was 1995 when the party elected a total of 92 legislators, controlled the
120-member state House, 68-52, and had 24 seats in the 50-member Senate. The Republicans also held a 61-59 majority in
the House in 1997-98, a 60-60 tie in 2003, and a 61-59 edge in 2004. According to information compiled by the N.C. State
Board of Elections, the percentage of registered Republicans in the state increased from 22.9 percent in November 1972 to 29.6
percent in November 1988 to 34.5 percent of registered voters in April 2004. Since 1973, Republicans have held from one to
13, or 3 to 41 percent of the 32 voting seats on the Board of Governors in any given year. The Republican high points were
1997 and 1998, when the party held 13 or 41 percent, of the voting seats. Since 1972, the overall percentage of Republican
UNC Board members has averaged 17 percent (179 of 1,024 possible seats).

Note:  Emeritus and ex officio members are members of the Board of Governors but cannot vote.

* Number actually serving as voting members of the Board.
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-continued from page 45
As reported in our study of  Governance and Coor-

dination of Public Higher Education in All 50 States,  the
Center found that state laws concerning 37 higher edu-
cation boards specifically address gender, race/ethnicity,
political party affiliation, geographic representation, age,
or other criteria for central higher education board mem-
bership." Before the 2001 elimination of the guaran-
teed seats, seven states, including North Carolina, man-
dated appointment of women on their central higher
education boards, while eight states, including North
Carolina, mandated that one or more board appointments
be reserved for persons of a minority racial or ethnic
group.20

State laws setting the composition of higher educa-
tion boards vary. Some of these statutes have specific
requirements, while others speak in more general terms.
The former category of laws includes the former N.C.
statute, which was unusual in its specificity as to the
number of women and minority members to be ap-
pointed. Also, the Tennessee Higher Education Com-
mission statute is specific in stating that in making ap-
pointments to the 15-member commission, the Governor
"shall strive to ensure that at least one (1) person ap-
pointed to the commission is a member of a racial mi-
nority." Beginning in January 1995, every other appoin-

' 
Mother  whispered , "See, you don't,0{
have !to, think about doing the right

thing .) `f you're for the  right thing,
& II

you do it without thinking."

if { , - MAYA ANGELOU

I KNOW WHY THE CAGED BIRD  SINGS

tee in Tennessee is to be a woman, until "the member-
ship of the commission reflects the percentage of fe-
males in the population generally."" The Kentucky stat-
ute governing the state's Council on Postsecondary
Education directs the Governor to make appointments
which "shall assure broad geographical and political
representation; assure equal representation of the two
sexes, inasmuch as possible; assure no less than propor-
tional representation of the two leading political parties
of the Commonwealth based on the state's voter regis-
tration; and assure that appointments reflect the minor-
ity racial composition of the Commonwealth. No more
than two members may hold an undergraduate degree

Table 3.2

Comparison of UNC Board of Governors Membership with
State Demographics by Gender,  Race,  and Ethnicity

2003-04 Board 1972-73 -2003-04

N.C. Population,*
2000 Census

of Governors
Membership

Board of Governors
Cumulative Average**

Women 51.0% 8 (25%) 199 of 1,024 (19%)
Men 49.0% 24 (75%) 825 of 1,024 (81%)
Whites 72.1% 25 (78%) 807 of 1,024 (79%)
African Americans 21.6% 7 (22%) 207 of 1,024 (20%)
Hispanics 4.7% 0 ( 0%) 0 of 1,024 ( 0%)
Asians 1.4% 0 ( 0%) 0 of 1,024 ( 0%)
Native Americans 1.2% 0(0%) 12 of 1,024 ( 1%)

* Population percentages do not sum to 100 percent because Hispanic is considered an ethnicity by the U.S.
Census Bureau, rather than a race.

** Calculated as percentage of possible seats in each category on an annual basis, coinciding with the Board
term of service. For example, women have held seats 1.99 times of the possible 1,024 times a seat could
be held (32 seats times 32 years, with Board years beginning on July 1 of one calendar year and ending on
June 30 the following year).
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Board of Governors member Priscilla Taylor of Chapel Hill at a  meeting of the Board

from any one Kentucky university, and no more than
three voting members shall reside in any one judicial
district.""

By contrast, New Jersey has broad statutory lan-
guage concerning the composition of its higher educa-
tion board, the Commission on Higher Education. The
law mandates that the board's public members "shall
reflect the diversity of the state."23 Similarly, the law
establishing the Connecticut Board of Governors for
Higher Education states that the board "shall reflect
the state's geographic, racial, and ethnic diversity,"24
while the Washington State Higher Education Coordi-
nating Board's membership "is to be representative of
the public, including women and the racial minority
community."25

Alternative language expressing the same idea is
found in the California Postsecondary Education Com-
mission statute stating, "It is the intent of the Legisla-
ture that the commission be broadly and equitably rep-
resentative of the general public in appointment of its
public members and that the appointing authorities,
therefore, shall confer to assure that their combined
appointments include adequate representation on the
basis of sex and on the basis of the significant racial,
ethnic and economic groups in the state."26 Similarly,
the South Carolina Code provides that in making

appointments to the Commission on Higher Education,
the Governor "shall assure that various economic inter-
ests and minority groups, especially women and
blacks, are fairly represented on the commission and
shall attempt to assure that the graduates of no one
public or private college or technical college are domi-
nant on the commission."27 The Rhode Island statute is
even more direct in that it gives the Rhode Island
Board of Governors the specific legal responsibility to
"make a formal request of the Governor that whenever
an opportunity arises to make new appointments to the
board, that the Governor make every effort to increase
the number of African Americans, Native Americans,
Asians and Hispanics on the board."28

Very few women and racial minorities have been
elected to  at-large  or  political minority  seats on the UNC
Board of Governors since 1972. (See Table 3.3, page
60). Only seven individuals of a minority race, includ-
ing two minority women, have been elected to at-large
seats since 1980. The 2001 Board had the highest num-
ber of minority race members elected to at-large seats
in the Board's history. These members were William
T. Brown, former Chairman Benjamin S. Ruffin, Ruth
Dial Woods, and Dudley Flood. A third woman, Ellen
S. Newbold, also held an at-large seat on the Board from
1989 through 1997. And, since 1981, only two of a
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"The fact that you have six slots [the number

filled by racial minorities in 1998] out of 32 is

not enough for the minority race. But it does

give a kind of floor guarantee. That provision

in the law was promoted strongly by the only

black Representative we had  back  in 1971 "

- HAROLD WEBB

FORMER DIRECTOR OF STATE PERSONNEL

AND MEMBER OF THE UNC BOARD OF GOVERNORS

minority race have served in the designated minority
political party seats: Asa T. Spaulding, Jr. (1981-1993)
and Benjamin Ruffin, who served one term in a minor-
ity political party slot (as a Democrat elected to a four-
year term in 1995-1999 when Republicans held a ma-
jority in the N.C. House in 1995-1998). Ruffin was
re-elected to the Board in 1999 as an at-large member.
Two white women also have been elected to minority
political party seats. Former state Senator Teena S. Little
of Southern Pines was first elected to the Board in 1999.

Also in 1999, Kinston attorney and former UNC-CH
trustee Barbara S. Perry was re-elected to the Board in
a minority political party slot. She had been first elected
to the Board in 1995 to fill one of the designated seats
for women.

Former Director of State Personnel Harold Webb
says he decided to run at large in 1999 in order to try to
increase the number of African Americans serving on the
university Board. "The fact that you have six slots [the
number filled by racial minorities in 1998] out of 32 is
not enough for the minority race," says Webb, who
served on the university Board from 1989 to 1997. "But
it does give a kind of floor guarantee. That provision
in the law was promoted strongly by the only black
Representative we had back in 1971" [former N.C. Rep-
resentative and Chief Justice of the N.C. Supreme Court
Henry Frye]. Webb failed in his 1999 bid for an at-large
seat.

When asked about the importance of his election
win by one vote in 1998 as the Board of Governors' first
African American Chairman, Benjamin Ruffin says,
"There is no way in the world you can ignore the sym-
bolism. But my focus is not on symbolism, it is on sig-
nificance. The significance of my election is being able
to place the Board of Governors in a position where we

-continued

Board of Governors members Ed Broadwell of Asheville,  Bob Warwick of Wilmington, and
Dudley Flood of Raleigh at a  meeting in Chapel Hill

1j
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Table 3.3

Board of Governors Members Who Are Women, Minorities, or from Minority Political
Parties Who Were Elected to At-Large Seats Rather Than Seats  Designated for

Women, Minorities, or the Minority Political Party

A. Board of Governors Members Who Are of a  B. Board of  Governors Members Who Are of a

Minority  Race and  Were Elected  to an  At-Large Minority Race and Were Elected  to a Political

Seat  Minority Seat

Year Name Year Name

1980 Geneva Bowe* 1981 Asa T. Spaulding, Jr.

1985 Ruth Dial Woods* (Republican)

1986 Ruth Dial Woods* 1982 Asa T. Spaulding, Jr.

1987 Ruth Dial Woods* 1983 Asa T. Spaulding, Jr.

1988 Ruth Dial Woods* 1984 Asa T. Spaulding, Jr.

1989 Harold H. Webb 1985 Asa T. Spaulding, Jr.

Ruth Dial Woods* 1986 Asa T. Spaulding, Jr.

1990 Harold H. Webb 1987 Asa T. Spaulding, Jr.
Ruth Dial Woods* 1988 Asa T. Spaulding, Jr.

1991 Harold H. Webb
Ruth Dial Woods*

1989 Asa T. Spaulding, Jr.

1990 Asa T. Spaulding, Jr.
1992 Harold H Webb.

Ruth Dial Woods*
1991 Asa T. Spaulding, Jr.

1992 Asa T. Spaulding Jr.
1993 Mark L. Bibbs

,

Harold H. Webb 1995 Benjamin S. Ruffin
(Democrat)

1994 Mark L. Bibbs
Harold H. Webb 1996 Benjamin S. Ruffin

1995 Mark L. Bibbs 1997 Benjamin S. Ruffin

William T. Brown
Harold H. Webb

1998 Benjamin S. Ruffin

1996 Mark L. Bibbs
William T. Brown
Harold H. Webb

1997 William T. Brown

1998 William T. Brown

1999 William T. Brown
Benjamin S. Ruffin
Ruth Dial Woods*

2000 William T. Brown
Benjamin S. Ruffin
Ruth Dial Woods*

2001 William T. Brown
Dudley Flood
Benjamin S. Ruffin
Ruth Dial Woods*
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Table 3.3
CONTINUED

Board of Governors Members Who Are Women,  Minorities,  or from Minority Political
Parties Who Were Elected to At-Large Seats Rather Than Seats Designated for

Women,  Minorities,  or the Minority Political Party

C. Board of Governors Members Who

Are Women and Were Elected to an

At-Large Seat

D. Board of Governors Members Who

Are Women and Were Elected to a Political

Minority Seat

Year Name Year Name

1980 Geneva Bowe* 1999 Teena S. Little (Republican)

1985 Ruth Dial Woods* Barbara S. Perry

1986 Ruth Dial Woods* 2000 Teena S. Little
Barbara S. Perry

1987 Ruth Dial Woods*
2001 Teena S. Little

1988 Ruth Dial Woods*
Barbara S. Perry

1989 Ellen S. Newbold
Ruth Dial Woods*

1990 Ellen S. Newbold
Ruth Dial Woods*

1991 Ellen S. Newbold
Ruth Dial Woods*

1992 Ellen S. Newbold
Ruth Dial Woods*

1993 Ellen S. Newbold

1994 Ellen S. Newbold

1995 Ellen S. Newbold

1996 Ellen S. Newbold

1999 Ruth Dial Woods*

2000 Ruth Dial Woods*

2001 Ruth Dial Woods*

2002 Ruth Dial Woods*

* Geneva Bowe is  African  American and Ruth Dial  Woods  is Native American  (Lumbee )  and thus are
members of a minority race and are listed under both at-large categories above.
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"Without the party quota, the membership of

the Board of Governors will, in time, reflect the

voting behavior of the citizens of the  state.

Republicans will control both chambers of the

legislature, and the membership of the Board

will reflect that control. "

- REP. HAROLD BRUBAKER (R-RANDOLPH)

AND HOUSE SPEAKER, 1995-98

can go and get support from more of the citizens of the
state."

Other state leaders point out that changes in North
Carolina's population and political culture could affect
the number of minorities who serve on the UNC Board
in the future. For example, former N.C. Central Uni-
versity Chancellor Julius Chambers says the state's
growing population of Asians and Hispanics will likely
expand public perceptions of who should serve on the

university Board. "With the growth of those groups, you
face the problem of whether blacks [the state's largest
racial minority group] would want to give up those
seats," Chambers says. Overall, figures compiled by the

U.S. Bureau of the Census estimate that African Ameri-
cans will comprise 23.8 percent of the state population
in 2025, up from 22.1 percent in 1995, and all other ra-
cial minorities are expected to constitute 2.9 percent of
the 2025 population (up from 2.2 percent in 1995).
Persons of Hispanic origin are projected to constitute 2.2
percent of the 2025 state population (up from 1.4 per-
cent in 1995).29 According to the most recent estimates
from the North Carolina Office of State Budget and
Management, the total percentage of racial minorities
(non-white) in North Carolina is expected to be 27.5
percent in 2010, 28.2 percent in 2015, and 28.9 percent
in 2020 - the latter being a 3.3 percentage point in-
crease over the 1995 figure of 25.6 percent.30 However,
since  actual  2000 census figures already place the per-
centage of Hispanics at 4.7 percent of the state's popu-
lation and the total percentage of racial minorities at 28.9
percent of the state's population'31 these projections from
federal and state agencies understate the current and
future growth of racial minorities in North Carolina.

Board of Governors members Peter Hans of Raleigh and Jack Cecil of Asheville
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Table 3.4

Comparison of Legislative Composition by Political Party and 2004 Statewide Voter
Registration with UNC Board of Governors Voting'  Membership

Democrats  (% ) Republicans  (%) Unaffiliated/Other (%)

Serving in 2003-04 88 of 170 (52%) 82 of 170 (48%) 0 of 170 (0%)
NC General Assembly
(120 House & 50 Senate)'

Overall Average for 1972-2004 121 of 170 (71 %) 49 of 170 (29%) 0 of 170 (0%)3
NC General Assembly

Voting Members, 2004-05 23 of 32 (72%) 9 of 32 (28%) 0 of 32 (0%)
UNC Board of Governors

Average Number of Voting Members, 843 of 1,024 (82%) 179 of 1,024 (18%) 8 of 1,024 (1%)
1972-2004, on the Board of Governors'

2004 Statewide 2,406,712 (47.5%) 1,747,276 (34.5%) 917,521 (18.1%)
Voter Registrations

' Emeritus & ex officio  members do not vote and are not included in this table.

2 When the N.C. General Assembly conducted the Board of Governors election in 2003, there were 88
Democrats and 82 Republicans. Two members of the legislature changed parties later in the year, changing
the partisan composition to 86 Democrats and 84 Republicans.

3 Former Rep. Carolyn Russell (R-Wayne) was elected as an unaffiliated candidate in 1990, but became a
Republican.

' Calculated as a percentage of possible seats in each category on an annual basis. For example, Republicans

have held 179 seats of the possible 1,024 times a seat could be held (32 seats times 32 years).

The N.C. State Board of Elections reports 5,071,509 registered voters in North Carolina, as of April 10,
2004.

Requirement  for Representation
of the  Minority  Political Party

The third category of seats historically guaranteed on the
UNC Board of Governors was set aside for the minor-
ity political party. Beginning in 1973, the state law that
governs the membership of the UNC Board was altered
to mandate that at least four of the 32 voting seats be
allocated to "members of the political party to which the
largest minority of the members of the General Assem-
bly belongs," thereby guaranteeing that at least 12.5 per-
cent of the Board would represent the predominant mi-
nority political party. Over the 32-year period since the
Board of Governors was created, with the exception of
1995-1996 (when Republicans held 92 of the total 170
seats in the legislature), Republicans have been the mi-
nority party in the N.C. General Assembly.

However, GOP influence is growing. The number
of Republicans in the General Assembly has risen from
31 of 170 legislators in 1971, to 34 in 1981, to 53 in
1991, to 73 in 2001, and to 78 in 2005.32 The Republi-

can high point was 1995 when the party elected a total
of 92 legislators and controlled the 120-member state
House, 68-52, and had 24 seats in the 50-member Sen-
ate. According to information compiled by the N.C.
State Board of Elections, the percentage of registered
Republicans in the state has increased from 22.9 percent
in November 1972 to 29.6 percent in November 1988
to 34.5 percent of registered voters in April 2004.33

Since 1973, Republicans have held from one to 13
or from 3 to 41 percent of the 32 voting seats on the
Board of Governors. The Republican high points on the
Board of Governors were 1997 and 1998, when the party
held 13, or 41 percent, of the voting seats. In 2003, the
elections in the Senate and House increased the num-
ber of Republicans with a vote on the UNC Board of
Governors from seven (22%) in 2001-2002 to nine
(28%) in 2003-2004.

Although the percentage of members of the UNC
Board of Governors who are members of the minority
political party exceeded the former statutory minimum
of 12.5 percent from time to time, the percentage of seats
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Former student member of the Board of Governors
Jonathan Ducote at a meeting in Chapel Hill

guaranteed  to that part of the state's population usually
has been significantly smaller than that party's number
of legislators or percentage of registered voters in the
state, and the disparity is continuing to increase. Some
argue that now that North Carolina is a two-party state,
there does not appear to be a need for statutory language
assuring representation by political minorities. That as-
pect of Board diversity might also be improved by giv-
ing the Governor more of a role in UNC Board selec-
tion since Republicans have won two (in 1984 and 1988)
of the last six gubernatorial elections.

In 2003, the Democratic-controlled (28-22) Senate
elected only one Republican to the UNC Board, while
the House, operating with Co-Speakers and a 60-60 tie
between the two parties, chose Republicans for four of
its eight seats and Democrats for the other four - yield-
ing a net gain of two GOP seats for the year.

Forecasting an increase in the number of Republicans
resulting from the repeal of the minority party represen-
tation requirements, former GOP House Speaker Harold
Brubaker predicts, "Without the party quota, the member-
ship of the Board of Governors will, in time, reflect the
voting behavior of the citizens of the state. Republicans
will control both chambers of the legislature, and the
membership of the Board will reflect that control"

C. Mudkent  WoUng WugU it  aim h e
[Bowel] © 00wGinlil©

Currently, 30 central higher education boards in 27 states
have a statutory requirement for student members. On
25 of these boards in 22 states (three states have two
governing boards with student members), the student(s)
has the right to vote. North Carolina is one of only five
boards with student members where the student has no
voting privileges.34 Students have a voting seat on the
16 local campus boards of trustees in North Carolina but
not on the statewide governing board.35

Leaders of UNC's Student Government Association
have been active in seeking a voting seat for student rep-
resentatives on the university Board. At a meeting on
March 19, 1999, Board of Governors members were
asked to approve a resolution supporting the addition of
a voting student member to the Board.36 Jeffrey Nieman,
1998-99 President of the UNC Association of Student
Governments and the student representative on the Board
of Governors during most of 1998-2000, said a voting
seat on the Board would "lend legitimacy to student self-
governance. It's something that has consistently been
important to students." Supporters of the measure also
say students should be represented on the Board in or-
der to have the real consumers of higher education on
the Board and because students can help the Board un-
derstand the effect of various policies on students and
best communicate the governing board's decisions back
to the campuses.

UNC Board member Jim Phillips, a Greensboro at-
torney who has chaired the Board's Public Affairs Com-
mittee, argued that giving students a voting seat would
be "a natural evolution of what has happened on this
Board" since students were given a non-voting seat on
the Board of Governors in 1991. "This just takes that
another step," he said. And, former Board member
Helen Rhyne Marvin, a former state Senator and retired
educator who was elected to the Board of Governors in
1993, echoed the sentiments of several others when she
said, "Students represent the reason we are here....
Denial of a vote [on the Board] is second class citizen-
ship."

Board of Governors members C. Clifford Cameron
and Ray S. Farris were among those who spoke against
the idea because they felt such a change would upset the
current balance in the university governing system. "The
legislature 30 years ago reduced the [UNC] Board from
100 members to 32," said Cameron, referring to the 100-
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person Board of Trustees of the Consolidated Univer-
sity. "But here we are, about to recommend an increase
of the Board to 33 and to give those who are only here
for 12 months a floating vote." Cameron pointed out
that students can run and be elected to at-large seats on
the UNC Board of Governors. In 1993, Mark Bibbs, a
law student at UNC-Chapel Hill, was elected by the
House in the at-large category to a four-year term on the
Board of Governors, but he is the only student in his-
tory to be successful in an at-large race. Cameron also
argued that students already have voting seats on the
campus boards of trustees.

Former Board of Governors member D. Wayne
Peterson, a telecommunications executive with Sprint
who was elected in 1993, abstained from voting on the
resolution because of mixed feelings about what it would
mean for Board service. "We are elected to serve the
university, and we do what's best for the whole system,"
he said. "If students were [voting members] on this
Board, they could no longer represent students; they
would have to represent the university system."
However, by statute,  all  members of the Board, includ-
ing the  ex officio  student member are "... members at
large, charged with the responsibility of serving the best
interests of the whole state"37 and all Board members
swear the same oath of office, which reads, "I will faith-
fully discharge the duties of my office as a member of
the Board of Governors of The University of North
Carolina."

In the end, UNC Board members approved the reso-
lution supporting a voting seat for students by a vote of
19 to 13. In 2001, bills were introduced in both legis-
lative chambers to give the student member of the Board
of Governors the same voting rights as the other mem-
bers of that body.38 Representative Alma Adams (D-
Guilford), the primary sponsor of House Bill 169 in
2001, stated the bill "would restore equity to the pro-
cess" and that the [then] 164,000 students enrolled in
the UNC system "have earned this vote." In response,
former Representative Gene Arnold (R-Nash), noting
that he was "reluctantly speaking" against the bill, said
he felt the student's role on the Board should remain
advisory only. He added that he did not believe students
should "vote on multi-million dollar issues affecting
campuses they would never visit," and that it would be
"unfair" to "put the responsibility of having the tie
breaking vote on the Board" on a student member, es-
pecially when it came to close votes, such as the one-
vote margin by which the last Board Chairman was
elected. Nonetheless, the majority of House members
agreed with Representative Carolyn Russell's (R-Wayne)
statement that "students need a chance," and approved
the bill by a vote of 83-26. Both House Bill 169 and
its companion Senate Bill 188 died without a hearing
in the Senate Committee on Rules and Operations upon
adjournment of the 2002 legislative session.

Senate Rules Committee Chairman Tony Rand (D-
Cumberland) said he had a problem with giving students

a vote because "a couple of times ... the president of
the [Student Government] Association had to be re-
moved for misconduct." Rand also said, "It takes a sig-
nificant amount of knowledge to serve on the [Board of
Governors]. Students don't have that." Yet when Uni-
versity leaders chose which Board members would ex-
plain the pros and cons of tuition increases and Univer-
sity financial issues on a live TV special broadcast
statewide on the public television network, the student
member, Andrew Payne, was one of only two of the 32
Board members chosen, along with future Board of
Governors Chairman Brad Wilson. And, the student
performed extremely well in explaining the effects of
tuition increases on students in the UNC-TV special
aired in 2002 called "Focus On ... University Costs."

In the 2003 legislative session, Adams revived her
measure as House Bill 506, which passed the House
on April 22, 2003, but again died without a hearing in
the Senate Rules Committee. The bill had handily
passed in both the House committee and on the floor
(96-17) of the chamber. During House floor debate in
2003, Representative John Blust (R-Guilford), who
had opposed giving the student member a vote during
previous legislative sessions, declared his support for

Board of Governors member Ray Farris of Charlotte
at a meeting in Chapel Hill
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ECU students in the gallery of the N.C. Senate on a visit to Raleigh to lobby the General Assembly on
University enrollment growth funding,  voting privileges for the student member of the Board of Governors,

no tuition increase,  and University faculty and staff salary increases.

the bill and took the opportunity to needle the House
leadership, noting that the student member is selected
by a democratic process, unlike the process the House
used to select its members for the Board of Governors
in 2003, where Representatives were only given the
opportunity to vote up or down on the leadership's
slate of candidates.

On February 1.3, 2004, at the request of  ex officio
student member Jonathan Ducote, the Board's Public
Affairs Committee voted to include passage of the stu-
dent vote measure in the Board's annual package of
legislation. However, after the vote, several committee
members expressed their desire to reconsider the re-
quest at their next meeting. On March 19, 2004,
Board members Brent Barringer of Cary, Ray Farris of
Charlotte, and Charles Mercer of Raleigh successfully
spearheaded opposition to inclusion of voting privi-
leges for the student member as part of UNC's legisla-
tive requests to the General Assembly. They based
their opposition to the student vote measure on fair-
ness to emeritus members, the role of the student
member in advocating for students, questions about
whether the Board should advise the General Assem-
bly on Board membership and voting rights, account-

ability for the use of a student government fee, and al-
legations of misconduct by two former student mem-
bers of the Board.

Barringer argues that the  ex officio  student member
should not be allowed to vote because  emeritus  mem-
bers are not allowed to vote. "[The student member] can
be just as effective without a vote," Says Barringer "[The
student member] can effective, just as the  emeritus  mem-
bers are." However,  emeritus  members are former Board
chairs and a former Governor of the State who have
served on the Board, and all members in those catego-
ries had to have served as  voting  members before be-
coming emeriti.

In a letter he sent to committee members before
their discussion, Charlotte attorney and former UNC-
Chapel Hill football quarterback Farris says, "If the stu-
dent member were to assume the mantle of full voting
membership, he would lose the force of his advocacy:
On one hand he cannot be impartial and judgmentally
fair and on the other hand, an advocate for the students
he represents." Former student member Andrew Payne,
replies, "I took the same oath [of office39] that every
other Board member takes, and I even supported one
tuition increase."

66 PART 0 The  History, Selection ,  and Composition of the ODIC Board of Governors



In the Public Affairs Committee meeting, Raleigh
attorney Mercer argued it is inappropriate for the Board
of Governors to advise the General Assembly about who
should be on the Board and which Board members should
be allowed to vote. Ironically, the Board seems willing
to advise the legislature on another matter involving con-
ditions of service on the Board. The same legislative wish
list that Ducote hoped would include the student vote
measure contained a request to eliminate the statutory
prohibition against a person serving on the Board if their
spouse is an employee or officer of the state.

Barringer, Farris, and Mercer also raised questions
about accountability with regard to use of proceeds from
a one-dollar-per-student fee earmarked for use by the
UNC Association of Student Governments (ASG), the
organization which selects the student Board member.
Barringer says, "I think we need to reconsider the size
of the student fee. I'd be more comfortable with 25 cents
per student." Says Ducote, "There is plenty of fiscal ac-
countability for the use of the one dollar ASG fee [be-
cause] the accounting for the fee is done by UNC Gen-
eral Administration and is handled under their guidelines
and provisions. We were independently audited last year
and received a clean report."

Farris' letter also raised questions of integrity about
two former student members of the Board, saying, "two
of those eleven [students who have been  ex officio  mem-
bers] have resigned from the Board following allegations
of student misconduct." Nicholas Mirisis, a former
UNC-Charlotte student slated to serve on the Board of
Governors, resigned before taking office after he admit-
ted to plagiarizing a term paper.40 Cliff Webster, another
former  ex officio  student member, resigned after being
arrested for stealing two park benches on the ECU cam-
pus as part of an apparent prank. Says Ducote, "I think
it a very poor generalization of Mr. Farris to lump all
students together because of the allegation of miscon-
duct of two students. I don't see how that is a fair com-
parison for the other 183,000 students in the UNC sys-
tem. Moreover, during the last few years, we have seen
Chancellors, duly elected by the Board of Governors,
resign their posts over allegations of mishandling money
and other acts more harmful to the public trust than those
alleged to have happened with [the former] student
members of the Board."

For example, Bruce Poulton resigned as Chancellor
of N.C. State in 1989 following reports that he had been
aware that basketball players and coaches were abusing
the academic rules in order to maintain players' eligibil-
ity. After the retirement of Fayetteville State University
Chancellor Willis McLeod, three financial officials at
FSU resigned in July 2003 following a state audit detail-
ing major problems in bookkeeping and financial proce-
dures.41 Appalachian State University Chancellor Frank
Borkowski resigned under pressure in June 2003 after
checking into an alcohol treatment center.42 Alvin
Schexnider resigned as chancellor of Winston-Salem
State University in 2000 after a state audit uncovered fi-

nancial mismanagement 47 Joe Dickson resigned in July
2004 as Vice Chancellor for Finance and Administration
of the N.C. School of the Arts after a State Auditor's
special review reported he received more than $90,000
in consulting and expense payments from the school's
foundation in violation of UNC policies and that lease
payments on his Cadillac Escalade and other question-
able expenses were paid out of a foundation account that
was not disclosed to trustees."" Billy Armfield, a mem-
ber of the UNC-Chapel Hill Board of Trustees, was also
engaged in questionable conduct when he was found by
the N.C. Court of Appeals to have protested a campus
police officer's citation of his daughter for underage
drinking to university officials as well as to the officer
at the scene.45 Finally, former UNC Board of Governors
Chairman Benjamin Ruffin was charged in August 2004
with one count of simple assault and battery. South
Carolina authorities say Ruffin inappropriately touched
a 16-year old girl as the two rode an elevator at a Hilton
Head hotel during a conference in July. Ruffin said de-
tectives interviewed him at the hotel, but after he checked
out, he thought the incident was over.46 In February
2005, Ruffin turned himself into the Hilton Head, South
Carolina police, was booked, and released on his own re-
cognizance.47 Ruffin has requested a jury trial, but as of
June 2006, it had not been scheduled.

Though the Board of Governors has retreated some
on the priority of its position in support of voting privi-
leges for the student member, Board Chairman Brad
Wilson has publicly stated his support for the measure.
Also, Boards of Trustees at N.C. State University (Feb-
ruary 2001), N.C. Central University (November 2003),
and Winston-Salem State University (March 2004) have
passed resolutions in support. And, the N.C. House
thrice has passed legislation by large margins (83-26 in
2001, 96-17 in 2003, and 82-33 in 2005) granting vot-
ing privileges for the student member of the Board of
Governors.

D. Proposals for Changes in the
Composition of the Board of
Governors

Velma Speight, a trustee of North Carolina Agricultural
and Technical State University in Greensboro, is one
who supports the idea of broadening Board of Gover-
nors membership to include other interest groups in
addition to women and minorities. "The diversity rules
have worked as far as numbers and visibility," she says
in an interview for this report conducted before repeal
of the statute which set aside seats on the Board for
women and minorities. "But as far as competence and
a bringing of spirit and knowledge to the Board, I don't
think it has. We don't bother to get those people whose
lives are going to be affected [by Board of Governors'
decisions] on the Board."
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Table 3.5

UNC Board of Governors Voting Membership by Geographic Region in N.C., 1997-2004

Geographic
Ideal Members  of the UNC  Board of Governors by Region

Population% Membership 1997-98 * 1999-2000 2001-02 2003-04

West 22% 7 5 (16%) 4 (13%) 2 (6%) 5 (16%)

Piedmont 48% 15 19 (59%) 17 (53%) 21 (66%) 21 (66%)

East 30% 10 7 (22%) 11 (34%) 9 (28%) 6 (19%)
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* Because there was a vacancy on the Board in 1997-98 and a total of 31 members instead of the full 32, percentages
will not add to 100%.

1. The Idea of Geographical  Balance

Some want to see more attention to regional loyal-
ties and expertise on the UNC Board. Currently, 24
boards in 22 states mandate some form of geographic
representation in their higher education boards.46 In the
early days of the UNC Board of Governors, members
were selected from the boards of the constituent higher
education institutions. Now, many state policymakers
say the Board has properly evolved into a body com-
posed of members who see themselves as representing
statewide  higher education interests, as the law requires.
The make-up of the Board also has changed to reflect
the political strengths of various regions of the state. "At
one time on our Board, when the political strength was
centered in Raleigh and Durham, we had more members
from there. But as things have shifted, you have seen
the membership on our Board shift," says former Board
of Governors Chairman Sam Neill of Hendersonville in

the mountains. Of the 31 voting members of the 1997-
98 Board of Governors (there was one vacancy), five (16
percent) were from the western portion of the state, 19
(59 percent) were from the Piedmont (Charlotte to Ra-
leigh), and seven (22 percent) were from eastern North
Carolina (see Table 3.5). Of the 32 voting members of
the 1999-2000 Board of Governors, four (13 percent)
were from the western portion of the state, 17 (53 per-
cent) were from the Piedmont, and 11 (34 percent) were
from eastern North Carolina.49 The 2001-2002 Board
was comprised of 2 (6 percent) members from western
North Carolina, 21 (66 percent) members from the Pied-
mont portion of the state and 9 (28 percent) members
from the east. The corresponding figures for the 2003-
04 Board were five from the west (16 percent), 21 from
the Piedmont (66 percent), and six members (19 percent)
from eastern North Carolina. The percentage of the
state's population that lives in each region is 22% in the
West, 48% in the Piedmont, and 30% in the East. In
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order to match the geographic split of the state, the
Board would have seven members from the West, 15
from the Piedmont, and 10 from the East.

During legislative deliberations in the 2003 selec-
tion of members for the UNC Board of Governors, geo-
graphic representation became a point of conflict. Dur-
ing Senate committee consideration of nominees, a map
showing the counties of residence of the incumbent
members of the Board of Governors was distributed to
make the point that western North Carolina was under-
represented on the Board. The 2003 Senate then selected
two members residing in western North Carolina -
Adelaide Daniels Key and Ed Broadwell, both of whom
live in Asheville - as well as Peter Hans, who grew up
in Hendersonville but lives in Raleigh. The question of
geographic under-representation of western North Caro-
lina also was raised in the House, which responded by
selecting Cary Owens of Asheville and Leroy Lail of
Hickory.

The gain for the west was not without a loss for the
east, however. An editorial in the eastern North
Carolina-based  Fayetteville Observer  in 2003 took the
legislature to task for denying re-appointment of two
Board of Governors members from the Fayetteville area
at the same time that one other easterner decided to step
down. The editorial, which stops short of calling for
mandating geographical representation, says,

"It has been pointed out, accurately, that
the appointments process has no geographical
component. Fair enough. Members don't rep-
resent districts, acres or trees.

But since when does `not required by law'
translate to `may not exercise a little common
sense in the general public interest'? It may be
true that all 32 members represent everyone, ev-
erywhere, and all 16 campuses. But it is mani-
festly true that the members now leaving the
board know the region's people, their schools
and the schools' needs more intimately than
members from other parts of the State."so

State Senator Richard Stevens (R-Wake), a mem-
ber of the 2003 Senate higher education committee and
a former member of the UNC-Chapel Hill campus's
Board of Trustees says, "Geographical diversity is a
good idea. This is a diverse state, and it's important to
have folks from all parts of North Carolina." Stevens,
however, does not favor mandating geographical diver-
sity. He says, "I didn't like it when there were race,
gender, and party quotas, and I wouldn't like geographi-
cal or school quotas either. You should put together a
balanced slate without quotas." He explains that a more
open process at the General Assembly which involves
the minority party as well as the majority party would
naturally produce a more geographically diverse board
because Senators from all parts of the state could have
more substantive input in the selection process. Stevens
says, "If we had a process in which the entire body was
involved, I'm sure the result would be a diversified slate
of elected members."

In 1993, brother and sister state Senators Dennis
Winner (D-Buncombe) and Leslie Winner (D-
Mecklenburg) introduced legislation (Senate Bill 464)
to create "geographic equity" on the UNC Board of Gov-
ernors by requiring that two members be chosen from
each of the state's 12 congressional districts.  A Char-
lotte Observer  editorial in support of the bill noted that
at one time Guilford County - which is home to two
campuses in the UNC system (the University of North

"If you've got a person on there whose life and

experience and business interests are west of

Asheville, he's more likely to be aware of the

educational needs of that area than somebody

from Elizabeth City, and vice versa. "

-FORMER UNC VICE PRESIDENT FOR PLANNING

AND FORMER BOARD OF GOVERNORS MEMBER JOHN SANDERS
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Carolina at Greensboro and North Carolina Agricultural
and Technical State University) - had no representa-
tion on the Board of Governors.51 Proponents of the
1993 measure argued that the at-large members of the
UNC Board generally have been white men from the
most populous areas of North Carolina, and they said
that African Americans would have a better chance for
election to the Board under the bill because of their
strong voter registration in certain congressional dis-
tricts. (In 1993, the 32 UNC Board members resided
in just 20 of the state's 100 counties, including five
members from Wake County alone.) Similar concerns
have been raised in relation to selection of local cam-
pus boards. When scholar Marian Gade studied the
UNC system in 1992, she found that the board of trust-
ees of UNC-Chapel Hill had no members who lived in
Chapel Hill and three of its 13 members did not even
live in North Carolina.52

Opponents of the 1993 "geographic equity" legis-
lation recalled the intense battle that accompanied the
16 campus board's creation in 1971 and questioned
whether the General Assembly would really want to
reopen the selection process issue. Expressing the uni-
versity system's view that the process did not need
changing, Jay Robinson, UNC's Vice President for Spe-
cial Projects in 1993, said that although he had heard
complaints from time to time, the system was self-
correcting. He said, "When people feel their area isn't
well represented, they go out and get someone and get
them elected.... The General Assembly has always
been sensitive to that. I don't believe this is a chronic
problem that's existed over a period of time," he said.
"I don't know anyone who thinks it's a perfect system.
But it's worked extremely well."53

Former UNC Vice President for Planning and Board
of Governors member John Sanders believes that broad
geographic representation is important. "If you've got
a person on there whose life and experience and busi-
ness interests are west of Asheville, he's more likely to
be aware of the educational needs of that area than some-
body from Elizabeth City, and vice versa," says Sand-
ers. "In that sense, I think it is important that the Board
be representative. I think it would be unfortunate if ev-
erybody chosen for the Board lived in Raleigh and Wake
County, though under the law they could." Although
Sanders supports the idea of geographic equity, he
doesn't propose that it be required in explicitly stated
terms. Sanders says, "That [ensuring geographic equity]
goes to the good judgment of the legislature in distrib-
uting the election in such a way that they see that the
Board is not monolithic in terms of its institutional con-
nections or its geographical priority." While there is an
advantage to having members on the Board who live in
and know about different areas of the state, an
individual's current residence may not tell the whole
story about his or her life and experience. Current Board
of Governors member Charles Mercer says, "Where did
they grow up? Where did they go to school? What other

communities have they lived in? You need to look at
all of that, not just where someone is living now." Fur-
thermore, members of the Board of Governors are not
supposed to make decisions based on an allegiance to
one region or one university, but rather for the good of
the university system as a whole. Indeed, N.C.G.S. 116-
7(a) says, "All members of the Board of Governors shall
be ... charged with the responsibility of serving the best
interests of the whole state." Jack Cecil, a Board mem-
ber from Asheville says, "Board members do not and
should not represent any one group once they get on the
Board. Bringing different viewpoints is helpful and
healthy, but that doesn't mean they need to represent any
one view in particular."

2 Representation  for Each Campus

A variation of the idea of geographical representa-
tion is the idea of representation on the Board of Gov-
ernors for each campus. Rep. H.M. "Mickey "  Michaux
(D-Durham) introduced this idea in the 2005 General
Assembly . His bill  (HB 1144 )  would have each of the
16 campuses with two representatives on the 32-member
Board of Governors  -  sort of a mini -higher education
legislature. Nominations for seats on the Board of Gov-
ernors would come from the local campus boards of
trustees to the legislature. In this Noah 's ark of higher
education policy, pairs of campus representatives would
march two-by-two into Board of Governors' meetings
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and advocate for their campus. Michaux's bill would
be in direct conflict with the current law's goal that
Board members be charged with "serving the best in-
terests of the whole state."

3 Faculty Representation

University faculty members also have sought rep-
resentation on the UNC Board of Governors. Currently,
faculty are barred from serving on the Board by the same
statute that prevents state employees and state govern-
ment officials from serving on the Board.54 The statute
is designed this way to prevent faculty from serving on
a Board which could recommend faculty pay increases,
lighten teaching loads, and establish or abolish academic
programs. The idea behind student representation on the
Board, by contrast, is to add consumers of higher edu-
cation to the Board.

An effort by UNC faculty to gain voting represen-
tation on the Board of Governors failed in 1976, and the
idea has not formally resurfaced since then. Laura
Gasaway, a law professor, director of the Law Library

14 1

On, weeding his garden: "A big weed

was.a;regent, a medium-sized weed

was some professor that was causing

me problems, and a little weed was

some' student who was misbehaving."

FOR'IER UNIV. OF CALIFORNIA PRESIDENT

J ̀`y+II CLARK KERR
!CHANGE  MAGAZINE, MARCH/APRIL 1987

at UNC-Chapel Hill Law School, and a former chair of
the UNC Faculty Assembly, says, "That's unfortunate.
It feels to the faculty inequitable to have a student non-
voting seat on the Board and no seat for faculty." Al-
though the Faculty Assembly has historically worked
with UNC leaders on system-wide issues, "most faculty
are fairly removed from the Board of Governors and
their process," Gasaway says.

The UNC Board of Governors, meeting in Chapel Hill

r-
•
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The University of California system is cited by
some as one option for faculty involvement in gover-
nance. The nine-campus system is one of three public
higher education systems in the state created by the 1960
California Master Plan for Higher Education.55 Schools
in the University of California system - the research
universities - are the only ones with authority to grant
doctoral and certain professional degrees. Although
faculty do not have voting seats on the Board of Regents
for the University of California, administrators are re-
quired by statute to consult with faculty representatives
on a number of key issues, including system-wide poli-
cies, approval of new degree programs, evaluation of
statewide academic activities, and academic personnel
and benefits policies. According to Marian Gade, fac-
ulty participation in governance is considered a major
factor in  maintaining  the quality of academic programs
at the University of California's research campuses."

Another example of faculty participation on a higher
education board occurs in North Dakota. In addition to
the seven at-large members appointed by the governor
and confirmed by the state senate, the North Dakota
State Board of Higher Education contains two non-
voting advisory representatives - a student and a rep-
resentative from the council of college faculties who is
chosen annually by the council to serve in that capac-
ity. Under the statute, the two non-voting representa-
tives are permitted to "attend and provide input at all
board meetings."57
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6. Age Limits on Higher Education Boards

The final category of mandates most frequently seen
in state laws that govern the composition of higher edu-
cation boards is related to age. Only four states have
age limits for board members - Alabama, Mississippi,
Oklahoma, and Tennessee. In Alabama, board members
may not serve past age 70. In Oklahoma, board mem-
bers must be at least 35 years old, and in Mississippi,
they must be at least 25. In Tennessee, one member of
the board must be at least 60 years old.58

Footnotes

' Chapter 436 (House Bill 923) of the 1991 N.C. Session Laws,

then codified as N.C. General Statute § 116-6(a)-(c).

2 Chapter 503 (House Bill 1144) of the 2001 N.C. Session Laws,

now codified as §§116-6 and 116-7.

3 N.C. General Statute §116-6(a).

UNC General Administration,  Board of Governors Members

from a Minority Race and Board of Governors Members Who are

Women,  tallies done in  March 1999, and UNC General Administra-

tion pamphlets,  The University of North Carolina Board of Gover-

nors, 1999-2000, 2000-2001, 2001-2002, and 2003-2004,  Chapel

Hill, NC.
5 North Carolina QuickFacts from the U.S. Census Bureau, U.S.

Bureau of the Census, May 9, 2001, at  quickfacts. census .gov/qfd/

states/37000.html.

6 According to the U.S. Census Bureau, race includes the desig-

nations of white, black or African American, American Indian, Alas-

kan Native, Asian, Native Hawaiian or Other Pacific Islander, or

some other race. However, Spanish/Hispanic/Latino individuals may

be of any race and is a self-designated classification for people whose

origins are from Spain, the Spanish-speaking countries of Central or

South America, the Caribbean, or those identifying themselves gen-

erally as Spanish,  Spanish-American, etc. Origin can be viewed as

ancestry, nationality, or country of birth of the person or person's

parents or ancestors prior to their arrival in the United States. See

factfinder.census.gov/home/en/epss/glossary_s.html#spanish/

hispanic/ latino.

' A direct comparison between racial categories in 1990 and

2000 is impossible because the Census Bureau changed the way it

measured race in the 2000 census. In 1990, people were forced to

select only one race, while in 2000 they could select  more  than one,

which is what 1.3% of the North Carolina population did. Also, the

census does not count persons of Hispanic or Latino origin as a sepa-

rate racial  category, because these persons may be of any race. In-

stead, they were included in the applicable race categories. How-

ever, the census treats Latinos and Hispanics as an ethnicity, and

4.7% of North Carolina residents are shown to be of Hispanic or

Latino origin in the 2000 census report.
8 UNC General Administration pamphlet,  The University of

North Carolina Board of Governors, 1999-2000,  Chapel Hill, NC:

August 1999.

9 Dan Kane, "Board of Governors sued over seat quotas,"  The

News & Observer ,  Raleigh , NC, May 23, 2001, p. 17A.

72 PART I The History ,  Selection ,  and Composition  of th e  ODIC Board of Governors



10 Jack W. Daly v. C.C. Cameron et al.,  Civil Action No.

5:96CV42-V (Sept. 30, 1996).

11 Walter R. Davis et al. v. State of North Carolina and the Board

of Governors of the University of North Carolina,  Case  No. 5:01-CV-

372-BO(3).  Other plaintiffs in the lawsuit included Barbara Howe, the

Libertarian candidate for governor in 2000, and Vernon Robinson, a

black Republican alderman from Winston-Salem and the unsuccessful

Republican nominee for N.C. Superintendent of Public Instruction in

1996 and 2000. A similar suit also was filed in state court in Septem-

ber 2001, with Governor Mike Easley, Senate President Pro Tempore

Marc Basnight, House Speaker Jim Black, and then-Board of Gover-

nors Chair Ben Ruffin as additional defendants. The plaintiffs in both

suits are represented by lawyers Eugene Boyce and his son Daniel, an

unsuccessful GOP candidate for attorney general in 2000.

12 Kane, note 9 above, p. 17A.

13 Statement of Chairman Benjamin S. Ruffin concerning  Davis

et al. v. The State of North Carolina  and the  Board of Governors of

the University of North Carolina,  June 8, 2001, pp. 1-2.

14 Session Law 2001-503 (HB 1144) of the 2001 N.C. Session

Laws.
is Ruffin, note 13 above.

16 Women's Forum of North Carolina,  Gender Balance on Boards

and Commissions: Part A: North Carolina State Government Boards,

Raleigh, NC, January 1999, p. 4.

" Senate Bill 333 and House Bill 596 of the 1999 N.C. Legisla-

tive Session.

18 Chapter 457 (SB 333) of the 1999 N.C. Session Laws.

19 Carolyn Waller, Ran Coble, Joanne Scharer, and Susan

Giamportone,  Governance and Coordination of Public Higher Edu-

cation  in  All 50 States,  N.C. Center for Public Policy Research,

Raleigh, NC: 2000, p. 113.

20 Ibid.,  Table 30, pp. 110-112.

Ibid.  at p. 107, citing Tennessee Code §49-7-204(a)(2)(A),(B).

Kentucky Revised Statutes §164.011(2).

New Jersey Code §18A:3B-13(a).

Connecticut General Statutes §10a-2.

Washington Revised Code §28B.80.390.

California Code §66901(e).

South Carolina Code §59-103-10.

Rhode Island General Laws §16-59-5(13).

The final revised 2000 census figure put the total percentage

of non-white racial minorities in North Carolina at 28.9 percent.

Since the 2000 census allowed people to select more than one race,

the U.S. Census Bureau provides information about people who

consider themselves to be Hispanic in ethnicity, but as a member of

one or more races. The percentage of non-Hispanic whites is 70.2

percent and the percent of the population that identifies itself as

Hispanic white is 2 percent. People who checked "Black or African

American" alone comprise 21.4 percent of the population, while

those who selected Hispanic as well as African American make up

0.2 percent. Of the remainder, Non-Hispanics of one or more other

races account for 3.7 percent of the population, while Hispanics who

indicated one or more other races are 2.6 percent of the state's

population.
3° North Carolina Office of State Budget and Management,

County/Stare  Population Projections, Growth Tables, Age Group

Totals  and  Age Groups-Non White,  Raleigh, NC, at  demog.state.nc.us

/projections.html.

31 North Carolina QuickFacts from the U.S. Census Bureau, U.S.

Bureau of the Census, note 5 above.
32 Sam Watts,  Article 11: A Guide to the 2005-2006 North Caro-

lina  Legislature,  N.C Center for Public Policy Research, Raleigh,

NC: April 2005, p. 224, and earlier editions of  Article II.
33 Since 1966, the North Carolina State Board of Elections has

published the number of registered voters in the state by political

party. Information for this report was obtained from the 1989-90

edition of the  North Carolina Manual  published by the N.C. Secre-

tary of State, Raleigh, NC, p. 879, and from the N.C. State Board of

Elections Website:  www.sboe.state.nc.us.
u Waller,  et al.,  note 19 above, Table 30, pp. 110-112.

3s N.C. General Statute § 116-31 applies to the campus Boards of

Trustees, and § 116-6.1 applies to the University Board of Governors.
36 UNC Board of Governors, A  Resolution Concerning a Student

Vote on the  University  of North Carolina Board of Governors,  ap-

proved at UNC Board of Governors meeting, March 19, 1999.

37 N.C. General Statute §116-7(a).
38 House Bill 169, sponsored by Representative Alma Adams (D-

Guilford) and Senate Bill 188, introduced by Senator Ellie Kinnaird

(D-Orange).
39 The oath that members of the Board of Governors take reads:

"I do solemnly swear that I will support and maintain the Constitu-

tion and laws of the United States, and the Constitution and laws of

North Carolina not inconsistent therewith, and that I will faithfully

discharge the duties of my office as a member of the Board of Gov-

ernors of The University of North Carolina."

"Further, I do solemnly and sincerely swear that I will be faith-

ful and bear true allegiance to the State of North Carolina, and to the

constitutional powers and authorities which are or may be established

for the government thereof; and that I will endeavor to support, main-

tain and defend the Constitution of said State, not inconsistent with

the Constitution of the United States, to the best of my knowledge

and ability; so help me God."
4° Al Cross, "Campaign aide Mirisis departs Fletcher's staff,"  The

Courier-Journal,  Louisville, Kentucky, September 10, 2003, p. 1B,

online at  http://www.courier-journal.cotnllocalnewsl2OO3lO9llOkyl

met front-fletcher910-8728.html.
4' Jane Stancill, "New FSU chief pledges cleanup,"  The News &

Observer,  Raleigh, NC, August 8, 2003, p. 5B.
42 Jane Stancill, "Chancellors' troubles raise issues, eyebrows,"

The  News  & Observer,  Raleigh, NC, September 21, 2003, p. IA.
43 Jane Stancill, "WSSU acting chancellor now officially in role,"

The News & Observer,  Raleigh, NC, May 12, 2001, p. 3A.
4a N.C. Department of State Auditor,  Special Review, North Caro-

lina School of the Arts/North Carolina School of the Arts Founda-

tion Inc.,  (Audit Number: INV-2004-0274), Raleigh, NC, October 5,

2004.
45 Swain v.  Elfland, 145 NC App 383 (00-258).  The case recites

facts as follows: "The plaintiff, Lt. Edwin Swain, Jr., is employed

as a police officer at the University of North Carolina at Chapel Hill.

On 27 September 1997, plaintiff was assigned to an "Interdiction and

Arrest" team at a football game at Kenan Stadium. The primary

purpose of the team was to enforce the alcohol laws.

After the game, plaintiff observed a young woman, Caroline

Hancock, holding what appeared to be a malt beverage. When plain-

tiff approached Hancock, a member of Hancock's party alerted her to

plaintiffs presence. Hancock took the bottle and placed it in the back

Chapter 3 73



of a truck. Plaintiff told Hancock he saw her in possession of a malt

beverage, asked her if it was a beer, and she replied affirmatively.

Plaintiff then requested Hancock's driver's license, which listed her age

as eighteen years old. Plaintiff proceeded to write her a citation for

underage drinking. Soon thereafter, Hancock's father approached, and

plaintiff informed him that he was citing Hancock. Hancock's father,

Billy Annfield, was a member of the University Board of Trustees.

Armfield asked plaintiff not to issue the citation, but plaintiff declined

the request. Plaintiff then left and headed back to the police department.

After the game, Armfield protested his daughter's citation to

University officials. Plaintiffs superior, Major Jeffrey McCracken,

later communicated to plaintiff that there were questions regarding

plaintiffs probable cause to issue the citation. On 29 September

1997, plaintiff reported for duty and entered Hancock's citation into

the computer. According to plaintiff, Major McCracken ordered him

to turn over the copies of the citation to him, and tried to persuade

him to withdraw the citation. The citation was later pulled from a

stack of citations ready for transfer to a magistrate."
46 Staff reports, "Ex-UNC official's charge put on hold,"  The

News & Observer, Raleigh, NC, November 5, 2004, p. 6B.
41 Journal Staff and Wire Report, "Trial date set for local man in

S.C. case,"  Winston-Salem Journal,  Winston-Salem, NC, February

20, 2005, p. 2.
41 In  terms of geographic representation, most state statutes con-

tain language similar to that found in Utah Code §53B-1-104(1); "In

making appointments to the boards, persons are selected from the

state at large with due consideration for geographical representation."

Waller,  et al.,  note 19 above, p. 113.

49 UNC General Administration pamphlet,  The University of

North Carolina Board of Governors, 1999-2000,  Chapel Hill, NC:

August 1999.
50 Editorial, "Bad Break: Region needs a vote on the UNC

Board,"  The Fayetteville Observer-Times, Fayetteville, NC, June 4,

2003, page 6A.

51 Editorial, "Picking the Governors,"  The Charlotte Observer,

Charlotte, NC, April 2, 1993, p. 10A.
52 Marian L. Gade,  Four Multicampus Systems: Some Policies and

Practices That Work,  The Association of Governing Boards of

Universities and Colleges: Washington, DC, 1993, p. 27. However,

in Spring 2001, the twelve elected members of the UNC-CH board

all listed North Carolina addresses, and two of them, including the

chair, had Chapel Hill addresses.
53 As quoted in Hunter R. George II, "Bill seeks diverse UNC

system board,"  The Charlotte Observer,  Charlotte, NC, March 21,

1993, p. 1B.
54 N.C. General Statute §116-7(b).
55 The University of California is composed of all the state's re-

search universities except one. The other two higher education sys-

tems in California are the California State University System, which

includes all other four-year public institutions, and the California

Community College System, which is composed of the two-year col-

leges. The California Postsecondary Education Commission coordi-

nates all of higher education in the state, but it does not have direct

governing power over any of the campuses. See Waller  et al.,  note

19 above, pp. 29 and 71.
56 Gade, note 52 above, p. 52.
5' North Dakota Century Code § 15-10-02.
58 Waller et al., note 19 above, pp. 112 and 113.

74 PART  9 The History ,  Selection ,  and Composition of the UD1C Board of Governors



PART II

The Powers
and Duties

of the
UNC Board of Governors



N  .C. General Statute § 116-1. Purpose.

(a) In order to foster the development of a well planned  and coordinated

system of higher education, to improve the quality of education, to extend its

benefits and to encourage  an economical  use of the State's resources, the

University of North Carolina is hereby redefined  in accordance  with the

Provisions  of this Article.

(b) The University of North Carolina  is a public ,  multicampus  university

dedicated to the service of North Carolina and its people. It encompasses the 16

diverse constituent institutions and other educational, research, and public

service organizations. Each shares in the overall mission of the university. That

mission is to discover, create, transmit, and apply knowledge to address the

needs of individuals and society. This mission is accomplished through

instruction, which communicates the knowledge and values and imparts the

skills necessary for individuals to lead responsible, productive, and personally

satisfying lives; through research, scholarship, and creative activities, which

advance knowledge and enhance the educational process; and through aublic

service, which contributes to the solution of societal problems and enriches the

quality of life in the State. In the fulfillment of this mission, the university shall

seek an efficient use of available resources to ensure the highest quality in its

service to the citizens of the State.

Teaching and learning constitute the primary service that the university

renders to society. Teaching, or instruction, is the primary responsibility of each

of the constituent institutions. The relative importance of research and public

service, which enhance teaching and learning, varies among the constituent

institutions, depending on their overall missions.

(1971, C. 1244, S. 1; 1995, C. 507, S. 15.17.)
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CHAPTER 4

The  Powers of the
UNC Board of Governor s

A. Statutory Powers of the Board of
Governors

if it appears that the program is unproductive, exces-
sively costly or unnecessarily duplicative.... review the
productivity of academic degree programs every two
years, using criteria specifically developed to determine
program productivity.

(4) ... elect officers ... elect, on nomination of
the President, the chancellor of each of the constituent
institutions and fix his compensation....

(5) ... on recommendation of the President and
of the appropriate institutional chancellor, appoint and
fix the compensation of all vice-chancellors, senior aca-
demic and administrative officers and persons having
permanent tenure.

(6) ... approve the establishment of any new pub-
licly supported institution above the community college
level.

(7) ... set tuition and required fees at the institu-
tions, not inconsistent with actions of the General As-
sembly.

(8) ... set enrollment levels of the constituent in-
stitutions.

(8a) ... adopt a policy regarding uniform admis-
sions requirements for applicants from nonpublic
schools lawfully operated under Article 39 of Chapter
115C of the General Statutes...

(9a) ... develop, prepare and present to the Gov-
ernor, the Advisory Budget Commission and the Gen-
eral Assembly a single, unified recommended budget for
all of public senior higher education. The recommen-
dations shall consist of requests in three general catego-
ries: (i) funds for the continuing operation of each con-
stituent institution, (ii) funds for salary increases for

T

he UNC Board of Governors has been granted
extensive powers by the legislature, including
control over three key aspects of university op-

erations - budgets, academic programs, and personnel.
The N.C. Center for Public Policy Research's study of
the governance of public university systems in all 50
states notes that "such a wide-ranging grant of power is
typical of - and in fact, defines - consolidated gov-
erning boards"' as opposed to coordinating boards,
which may only have advisory powers. North Carolina
law requires that the Board of Governors exercise spe-
cific powers and perform the following duties:

"(1) ... plan and develop a coordinated system of
higher education in North Carolina.... govern the 16
constituent institutions, ... maintain close liaison with
the State Board of Community Colleges, the Commu-
nity Colleges System Office and the private colleges and
universities of the State.... prepare and from time to
time revise a long-range plan for a coordinated system
of higher education...

(2) ... be responsible for the general determina-
tion, control, supervision, management and governance
of all affairs of the constituent institutions.... may ac-
quire, hold, convey or otherwise dispose of, invest and
reinvest any and all real and personal property...

(3) ... determine the functions, educational ac-
tivities and academic programs of the constituent insti-
tutions. . . . determine the types of degrees to be
awarded.... withdraw approval of any existing program
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employees exempt from the State Personnel Act and (iii)
funds requested without reference to constituent insti-
tutions, itemized as to priority and covering such areas
as new programs and activities, expansions of programs
and activities, increases in enrollments ,  increases to ac-
commodate internal shifts and categories of persons
served, capital improvements, improvements in levels of
operation and increases to remedy deficiencies, as well
as other areas.

(10) ... collect and disseminate data concerning
higher education in the State... may prescribe for the
constituent institutions such uniform reporting practices
and policies as it may deem desirable.

(10a) The Board of Governors, the State Board of
Community Colleges, and the State Board of Education,
in consultation with private higher education institutions
defined in G.S. 116-22(1), shall plan a system to pro-
vide an exchange of information among the public
schools and institutions of higher education.... The
information shall include: a. The number of high school
graduates who apply to, are admitted to, and enroll in
institutions of higher education; b. College performance
of high school graduates for the year immediately fol-
lowing high school graduation including each student's:

Meeting

Beard of
Governors

0

need for remedial coursework at the institution of higher
education that the student attends; performance in stan-
dard freshmen courses; and continued enrollment in a
subsequent year in the same or another institution of
higher education in the State; c. The progress of stu-
dents from one institution of higher education to another;
and d. Consistent and uniform public school course in-
formation including course code, name, and description.
.. shall coordinate a joint progress report on the imple-
mentation of the system... annually thereafter.

(10b) ... shall report to each community college
and to the State Board of Community Colleges on the
academic performance of that community college's
transfer students.

(11) ... assess the contributions and needs of the
private colleges and universities of the State and shall
give advice and recommendations to the General Assem-
bly to the end that the resources of these institutions may
be utilized in the best interest of the State.

(12) ... give advice and recommendations con-
cerning higher education to the Governor, the General
Assembly, the Advisory Budget Commission and the
boards of trustees of the institutions.

(12a) . . . implement, administer, and revise pro-
grams for meaningful professional development for pro-
fessional public school employees in accordance with
the evaluations and recommendations made by the State
Board of Education... submit to the State Board of Edu-
cation an annual written report to assess and evaluate the
effectiveness of the programs for professional develop-
ment...

(12b) ... create a Board of Directors for the UNC
Center for School Leadership Development.... deter-
mine the powers and duties of the Board.. .

(13) The Board may delegate any part of its au-
thority over the affairs of any institution to the board of
trustees or, through the President, to the chancellor of
the institution in any case where such delegation appears
necessary or prudent to enable the institution to func-
tion in a proper and expeditious manner....

(14) The Board shall possess all powers not spe-
cifically given to institutional boards of trustees.."'

Other statutes empower the board to: (1) elect a
President of the system;' (2) grant, deny, or revoke per-
mission for non-public educational institutions to offer
post-secondary degrees in the state, subject to licensure
standards established by the board;' (3) define and del-
egate the powers and duties of each constituent institu-
tion board of trustees;' establish a UNC Center for Pub-
lic Television;' and (4) as a member of the State
Education Commission ,  engage in dialogue with mem-
bers of the State Community College Board and State
Board of Education regarding  issues  being addressed by
the N.C. Education Cabinet.' The Education Cabinet
originally consisted of the Governor, President of the
UNC system, State Superintendent of Public Instruction,
Chair of the State Board of Education, and President of
the N.C. Community College System. And, until 2001,
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the law required the Cabinet to "invite representatives
of private education to participate in its deliberations as
adjunct members." However, the 2001 General Assem-
bly added the "President of the North Carolina Indepen-
dent Colleges and Universities" to the statutory mem-
bership of the Cabinet, and stated the Cabinet "may
invite other representatives of education to participate in
its deliberations ...."8 The Cabinet's duties include
working "to resolve issues between existing providers
of education" and setting the agenda for the State Edu-
cation Commission.

Significantly, some statutory powers of the Board
of Governors - such as setting salaries of UNC admin-
istrators and faculty - have not typically been granted
to other state boards in North Carolina. For example,
although the State Board of Community Colleges has a
statutory mandate to "establish standards and scales for
salaries and allotments paid from funds administered by
the State Board,"9 the board does not set salaries for
employees of the institutions; the institutions do that.
Similarly, the N.C. Board of Transportation does not set
salaries for Department of Transportation employees.

Another singular aspect of North Carolina's public
university system is that responsibilities are shared be-
tween the central governing board and the local campus
boards of trustees. Representatives of regional univer-
sities lost a bid to have the powers and duties of cam-
pus boards spelled out in the statute during the debate
over restructuring in 1971. Instead, all powers of the
campus boards are delegated from the central govern-
ing board, except for the power to nominate persons to
be chosen as chancellor. Only in North Carolina and
Utah is this delegation of duties to local boards specifi-
cally listed among the responsibilities of the central
governing board, and these are the only two states where
the amount of power given to campus boards is left to
the sole discretion of the central board and not outlined
in state statutes.1° The resulting duties and responsibili-
ties of the local campus boards fall into three main cat-
egories: promoting the sound execution of the
institution's mission; advising the Board of Governors
on key issues affecting the institution; advising the Chan-
cellor on the management and development of the in-
stitution; and nominating candidates for the campus's
Chancellor to the President of the system. The balance
of powers between the statewide Board of Governors and
the local campus boards of trustees will be discussed in
the next chapter of this report.

The UNC Board of Governors also elects members
and delegates powers to the Board of Trustees of the
University of North Carolina Center for Public Televi-
sion and elects members to the Board of Directors of
the UNC Health Care System, which includes the teach-
ing hospital for the School of Medicine at UNC-Chapel
Hill." Additionally, the Board of Governors is respon-
sible for appointments to 17 other boards, commissions,
and councils. (See Table 4.1 for additional Board ap-
pointments.)

B. How the UNC Board of
Governors Operates

The Code  is a document that spells out procedures and
powers of the UNC Board of Governors and includes
delegations of authority from the central board to the
campus boards of trustees.12 Pursuant to  The Code,  un-
til 2001, regular meetings of the Board of Governors
were held on the second Friday of every month except
December. However, in 2001, the Board voted to re-
duce the number of times it meets annually from eleven
to eight." In addition, the Chair or 10 voting members
of the Board may call special meetings. The agendas
for meetings are prepared by the UNC President with
approval of the Chair of the Board of Governors. Mem-
bers of the Board of Governors, except  emeriti  members
and the student representative, may vote on all matters
that come before the Board, but no member may vote
by proxy. All meetings of the Board of Governors are
open to the public unless, consistent with the require-
ments of the state's Open Meetings Law, a meeting is
closed by a majority vote of a quorum of the Board.14
Closed sessions are generally held to consider propos-
als related to the acquisition, lease, or sale of real prop-
erty; personnel actions; or confidential matters in which
university attorneys are involved. By a two-thirds vote
of the membership, the Board may also amend or sus-
pend any provision of  The Code."

The Board of Governors now has five standing com-
mittees which conduct most of its official business:
(1) Budget and Finance; (2) Educational Planning, Poli-
cies, and Programs; (3) Personnel and Tenure; (4) Uni-
versity Governance; and (5) Public Affairs. The Public
Affairs Committee was established in 1998 as  an ad hoc

committee of the Board and was made a standing com-
mittee on August 12, 2005. As of November 2005, the
Board also had the following  ad hoc  groups: Commit-
tee on the Future of Information Technology, Special
Committee on Economic Development and the Univer-
sity, Special Committee Reviewing the Funding Model
for Enrollment Growth, Committee on the University
Award-2005, and the Task Force on Tuition Policy.
Standing committee members are appointed by the Chair
of the Board. Each UNC Board member must serve on
one standing committee, and the Chair is a member of
all standing committees, although the Chair is not
counted in determining a quorum. In lieu of being
elected to a committee membership, the Board Vice
Chair is assigned to a standing committee by the Chair.
The duties of the committees are described as follows:16

(1) The Committee  on Budget and Finance
consists of seven voting members that advise the UNC
President on budget policy and preparation, consider the
budget proposed by the President, and, upon its approval,
submit the budget to the full Board of Governors for final
action. The committee also makes recommendations to
the Board regarding allocation of funds appropriated
to the Board, as well as real property transactions,
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Table 4.1

Entities Which  Are  Not Constituent Institutions of the University of North Carolina
But Where Some or All Members Are Selected by the UNC Board of Governors

Institution

Blue Cross Blue Shield

James B. Hunt, Jr.,
Institute for Educational Leadership and Policy

North Carolina Arboretum

North Carolina Center for the Advancement for Teaching

North Carolina Center for International Understanding

North Carolina Center for Nursing

North Carolina Principal Fellows Program

North Carolina School of Science and Mathematics

North Carolina School of Science and Mathematics*

North Carolina Teacher Academy

Pitt County Memorial Hospital

Research Triangle Foundation

State of North Carolina

State of North Carolina

University of North Carolina Center for Public Television

University of North Carolina Health Care System

University of North Carolina Health Care System

University of North Carolina Press

Name of Board / Council / Commission

Conversion Advisory Committee

Board of Directors*

Board of Directors

Board of Trustees

Advisory Board

Board of Directors

North Carolina Principal Fellows Commission

Board of Trustees

Educational Advisory Council

Board of Trustees

Board of Trustees

Board of Directors

State Advisory Council on Indian Education

State Building Commission

Board of Trustees

Board of Directors**

Liability Insurance Trust Fund Council

Board of Governors

* The North Carolina School of Science and Mathematics became a constituent institution of the University
of North Carolina system in legislation enacted in July 2006 as a special provision (section 9.11) within
the 2006 Appropriations Act (Senate Bill 1741).

** The Board of Governors is responsible for ratification of appointments made by the President of the University
of North Carolina to the James B. Hunt, Jr. Institute for Educational Leadership and Policy Board of Directors
and the University of North Carolina Health Care System Board of Directors.

Source:  UNC Office of the  President.
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investments, endowments, tuition and fee charges, and
other fiscal and property matters.

(2) The  Committee on Educational Planning,
Policies, and Programs  consists of nine voting mem-
bers. It makes recommendations to the Board in all
areas pertaining to the development of a coordinated
system of higher education in North Carolina, includ-
ing defining missions and assigning functions to UNC
campuses, reviewing requests for new degree programs,
and providing support services. The committee assists
the UNC President and the Board in maintaining liaisons
with the State Board of Education, the Department of
Community Colleges, and private colleges and univer-
sities. It also recommends procedures and standards for
licensing of non-public higher educational institutions.

(3) The  Committee on Personnel and Tenure
consists of seven voting members. It reviews and makes
recommendations to the Board with respect to (1) all
personnel actions under the jurisdiction of the Board, in-
cluding conferral of permanent tenure, appointment of
senior academic and administrative officers for those
campuses without "management flexibility to appoint
and fix compensation,"" establishing and approving fac-
ulty and administrative salary ranges, and approving
salary increases of 15% or greater;  (2) The Code  and in-
stitutional policies and regulations regarding tenure;
(3) appeals from faculty members that involve questions
of tenure (see Table 4.2); and (4) other personnel mat-
ters that involve significant policy considerations. The
committee also advises the UNC President regarding the
President's periodic review. Until July 1, 2001,  The
Code  mandated that the Personnel and Tenure Commit-
tee also would review all institutional policies and regu-

lations governing faculty tenure, as transmitted by the
president together with the president's recommendations,
and make recommendations to the Board of Governors
after such review. However,  The Code  was amended in
2001 to provide that tenure policies adopted by a cam-
pus board of trustees become effective upon review by
UNC-system senior administrative officials and approval
by the President, thereby apparently eliminating the re-
quirement of review by the committee and approval by
the Board before implementation.

(4) The  Committee on University Governance
consists of seven voting members. It reviews and inter-
prets  The Code  and all delegations under  The Code  and
makes recommendations to the Board for amendments
or delegations of authority to the local campus boards of
trustees. The committee makes nominations to the Board
of Governors for elections to the local campus boards of
trustees. It receives requests from faculty, staff, and stu-
dents at UNC schools for appellate review of policies
adopted by the campus boards of trustees. The commit-
tee also has a role in legal matters generally related to
decisions to bring suit or other legal actions.

(5) The  Public Affairs Committee  is a committee
established to "provide advice and counsel to the Presi-
dent, to assist the Board in the development of the
University's legislative agenda, and to help advocate the
interests of the University with various key constituen-
cies"18 The committee was  an ad hoc  group until 2005,
when it became a Standing Committee of the Board.
The genesis of the group came in preparation for the
1999 session of the NC General Assembly, when the
Board of Governors and its Public Affairs Committee for
the first time asked the campuses to submit non-budget

Table 4.2

Tenure Conferrals,  Rejections,  and Appeals to the UNC Board of Governors,  1999-2002

Year

Number of

Tenure
Conferrals

Number of

Tenure
Rejections

Faculty

Tenure

Appeals

Number of

Campuses

with Faculty

Tenure Appeals

1999 322 0 5 ASU, ECSU, FSU (2), UNC-G

2000 323 0 3 FSU, NCCU, NCSA

2001 413 1 3 ECSU, FSU, NCSA

2002 289 0 2 NC A&T, NCCU

Totals: 1,347 1 13

Source:  Summary Personnel Reports of UNC Board of Governors Minutes, 1999-2002.
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legislative proposals for Board consideration. Campus
submissions include statutory changes of benefit to the
University as a whole, those that would benefit indi-
vidual constituent institutions, and other non-budget
items that require the action of the General Assembly.
The Public Affairs Committee, upon recommendation of
the UNC President, now recommends a non-budget leg-
islative agenda to the full Board for final action before
each session of the General Assembly. The process
provides an opportunity for the President's staff and the
committee to consider campus legislative proposals for
recommendation to the 1 oard and the President. The
process also allows the campuses the opportunity to con-
vey substantive legislation that they believe should be
considered. It encourages the individual institutions to
share their needs and interests with the Board of Gov-
ernors and with each other. Ten campuses submitted a
total of 18 proposals for consideration in 1999. This
number has steadily grown each year, with 83 submis-
sions prior to the 2004 session.

The committee establishes a network for targeted
communications with members of the General Assem-
bly and participates in events and activities designed to
encourage support for the university system's legislative
agenda. The committee also is charged with monitor-
ing federal legislation and establishing communications
with members of North Carolina's congressional delega-
tion. Finally, the committee helps plan community and
campus visits by members of the Board of Governors
to promote UNC's educational and public service ben-
efits to the people of the state and establishes links with
key business and civic leaders, former members of the
Board of Governors, and other university-related groups.

Legislators and university leaders who participated
in the restructuring fight of the 1970s say creation of a
powerful central governing board was partly a reaction
to the lack of a rational distribution of state resources
to higher education that existed at the time. Even some
of those who did not support restructuring legislation in
1971 - among them former University President
William Friday - argued during months of debate on
the bill that if a multi-campus system was to be estab-
lished, it had to be controlled by a strong central board.
"You had to put the power there and the accountability
there," Friday says.

University administrators who were present in the
early days of the multi-campus system say the existence
of a central governing board helped resolve such diffi-
cult issues as East Carolina University's request to build
a medical school. Although there was disagreement
among Board members as to whether a four-year medi-
cal school was needed at East Carolina, the Board ulti-
mately agreed to seek more than $35 million in fund-
ing for that purpose from the General Assembly in 1975.
As part of the debate over expansion of the ECU medi-
cal school from a one-year to a four-year institution, the

Assembly also  created UNC 's Area Health Education
Center  (AHEC)  program.19

At about the same time, the university system was
faced with a major civil rights lawsuit commonly known
as  Adams v.  Richardson .  This  lawsuit ultimately forced
the federal government to mandate more stringent de-
segregation requirements on public universities in 10
southern states, including North Carolina .20 The legal
dispute between the university system and federal edu-
cation officials  over how UNC  would comply with the
court decision lasted from 1973 until 1984. However,
a consent decree was eventually approved .21 Under the
consent agreement ,  the university agreed to improve re-
cruitment and scholarship support for minority students;
increase enrollment of black students at traditionally
white institutions and of white students at traditionally
black institutions ;  and upgrade programs and maintain
levels of financial support for current operating expenses
and specific capital improvements at the state 's five his-
torically black universities .  Federal authorities agreed
to abandon their push for binding numerical goals and
a "program duplication model of desegregation "22 that
would require eliminating similar programs  offered by
nearby traditionally white and traditionally black
schools.

Others also credit the Board of Governors with the
history of relatively generous appropriations the General
Assembly has made to higher education under the uni-
fied funding requests submitted annually by the Board
of Governors . "If you didn ' t have central control ,  it [the
budget process] would be a political free-for -all," says
former Board of Governors Chairman Sam  Neill. "If
you look historically , UNC has  been well -funded dur-
ing the period the Board of Governors has been in
place." During  2005- 06, North Carolina ranked sixth
in the nation in total state funding for higher education
operating expenses ,  with appropriations of almost $3 bil-
lion.23 Since 1974 ,  North Carolina has ranked among
the top 10 states for total spending on higher education.
The state has ranked sixth or higher every year since
1996 on this measure .  Since these statistics have been
compiled consistently ,  beginning in 1961 , North Caro-
lina has ranked as high as fifth , from FY 1993  through
1995,  and as low as  fifteenth, in FY 1961, 1962, and
1964. (See Table 4.3A, N.C.  State Funds for Higher
Education Operating Expenses ,  1960 - 2006).

Data provided to the  N.C. Center  for Public Policy
Research  by the  Association of State Higher Education
Executive Officers  (SHEEO )  also show that legislative
support for public higher education has flourished un-
der the Board of Governors .  According to the SHEEO
figures in Table 4 .3-B (which compare higher education
spending across the nation and take population and the
size of a state's tax base into account ),  North Carolina
has exceeded the national average of per pupil appro-
priations for higher education  since 1977 -78. In 1972-
73, just  after the Board of Governors was established in
1971- 72, North Carolina spent 1 percent less per pupil
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Chancellors of UNC constituent  institutions at a meeting of the Board of Governors in Chapel Hill

than the national average .  Since then ,  the state appro-
priation has exceeded the national per pupil average by
as much as 27 percent  (in 1997 - 98) and has not fallen
below 11 percent above the national average  (in 1991-
92) since 1984 .  The most recent measure available in
2001-2002 puts North Carolina at 12 percent above the
national average ,  or tenth in the nation in per-pupil ap-
propriations as a percentage of tax revenue.

Since the creation of the Board of Governors in
1971-72,  North Carolina has managed to increase its
absolute ranking among the 50 states in total higher
education appropriations from tenth  in 1971- 72 to sixth
in 2002-03 and to increase the relative per-pupil appro-
priation from 1 percent below the national average to a
level consistently above average  -  even though the per-
centage of the General Fund spent on higher education

declined from 15.2 percent to 12.3 percent during the
same period.

There are sometimes differences between the pow-
ers a university board is given by statute and the pow-
ers it exercises in practice. Discussions with state lead-
ers about the current powers of the Board of Governors
suggest three ways to view this issue:

.

by examining powers the UNC Board has but which
are sometimes overridden or second-guessed by the
legislature;

by looking at powers the Board has but is not fully
utilizing; and

by identifying powers the Board does not have but
says it needs in order to better govern the university
system.
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The potential for legislative interference in Board of
Governors' decisions has worried state leaders since the
Board was established in the early 1970s. As former
North Carolina Governor Robert Scott sees it, "We ought
not to be concerned about more powers going to the
[university] Board, but in seeing that those powers it has
are not circumvented." Former UNC President William
Friday says, "From the start, the General Assembly did
not hesitate to intervene in those matters it thought the
Board of Governors might not act on as the General
Assembly desired. In the early years, such intervention
was infrequent, but with the passing of time it became
more common." Even UNC President Molly Corbett
Broad, whose job requires a high degree of diplomacy
on the issue of legislative involvement in university af-
fairs, points out that "the other side of the coin of a deep,
abiding respect for the university is a high willingness
[on the part of the General Assembly] to offer advice
and call for studies. There is a level of interaction be-
tween the legislature and the university that is new to
my experience." By contrast, when addressing the
Board's Public Affairs Committee on September 9, 2004,
House Co-Speaker Jim Black said, "We try not to
micromanage the University."

1. The University's Budget Powers

UNC's budget has often been the focus of tension
between the Board of Governors and the legislature. In
the 1980s, university concerns centered mainly on pork
barrel appropriations that legislators would routinely in-
sert in the budget to benefit campuses in their home re-
gions. For example, former Speaker of the House Liston
Ramsey (D-Madison) regularly directed money to build-
ings and programs at Western Carolina University, and
Senate President Pro Tern Marc Basnight (D-Dare) has
done the same for Elizabeth City State University. In
recent years, decisions on state appropriations to the
university system and raising tuition rates have been the
primary sources of anxiety.

Former state Senator Howard Lee (D-Orange), who
is now Chairman of the State Board of Education but
was Chairman of the Senate Higher Education Commit-
tee in 1999-2000 and Co-Chair of the Senate Appropria-
tions/Base Budget Committee in 2001, represented a
district that included UNC-Chapel Hill. Lee says there
are two sides to the question of how free the Board of
Governors has been to set university budget priorities.
"In many ways, I think there is over-exuberance at the
legislative level in trying to direct resources to individual
campuses, and I'm as guilty as anyone else," he says.
"But the Board of Governors doesn't always pare down

its requests so that they are reflective of the need, as
opposed to trying to be fair to everyone, and this cre-
ates legislative intervention." As an example, Lee cites
the Board of Governors' request for $8 million for tu-
ition assistance for graduate teaching and research as-
sistants that the General Assembly approved in 1998.
When the university administration stated its intention
to distribute those funds system-wide, legislators inter-
vened to ensure that the money would go only to gradu-
ate students at UNC's two research universities - UNC-
Chapel Hill and North Carolina State University in
Raleigh. State Senator Tony Rand (D-Cumberland) sent
a letter to UNC leaders calling their attention to a con-
ference committee report amendment that restricted the
graduate student assistance funds to doctoral and pro-
fessional programs.24 UNC President Molly Corbett
Broad responded in a letter to Rand that although uni-
versity leaders were "surprised by the conference com-
mittee amendment adding the phrase `in doctoral and
professional programs,"' UNC would "modify the pro-
posal for distribution that will be submitted to the Board
of Governors ... to ensure compliance with the language
in the Joint Conference Committee Report."25

University leaders say other legislative changes over
the last decade have allowed the Board of Governors
more room to flex its budgetary muscle. In 1991, the
university Board was given the authority to designate
particular UNC schools as "special responsibility con-
stituent institutions" which would be granted broader
management authority over budgeting, purchasing, and
personnel.26 To be classified as a special responsibility
constituent institution, a campus must meet specific fis-
cal, accounting, and management standards and safe-
guards, and must submit an annual report describing the
impact of the allowed management flexibility on under-
graduate student learning, fiscal savings, increased effi-
ciency, and other outcomes. In return, campuses with
the special designation are permitted to retain any funds
appropriated by the General Assembly for current op-
erations that are not spent by the end of the fiscal year
and may use such funds for one-time expenditures that
will not impose additional financial obligations on the
State. However, the amount carried forward in such
cases cannot exceed 2.5 percent of the General Fund ap-
propriations for that campus for the same fiscal year .21

Currently, all 16 campuses have been designated as spe-
cial responsibility constituent institutions, along with
UNC-General Administration and the N.C. School of
Science and Mathematics.

The threat to withdraw this management flexibility
is a tool wielded by the UNC President when financial
impropriety is discovered on a campus. For example,
President Molly Broad announced at the August 8, 2003
meeting of the Board of Governors that she would rec-
ommend withdrawal of budget management flexibility
from Fayetteville State University if the campus did not
correct problems identified in an audit completed by the

-continued on page 92
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Table 4.3

State Support for Higher Education in North Carolina

A. North Carolina State Funds for Higher Education Operating Expenses,  1960-2006

Year
Amount

(Thousands $)
N.C Ranking

Among the 50 States

1960-61 $29,933 15
1961-62 $35,678 15
1962-63 $36,532 14
1963-64 $46,768 15
1964-65 $51,431 14

1965-66 $76,323 12
1966-67 $81,194 13
1967-68 $106,550 12
1968-69 $114,709 12

1969-70 $175,931 10
1970-71 $175,931 11
1971-72 $223,486 10

1972-73 $223,486 11

1973-74 $287,115 10
1974-75 $337,044 9
1975-76 $368,754 9
1976-77 $407,977 9
1977-78 $460,932 9
1978-79 $521,863 9
1979-80 $580,189 9
1980-81 $660,645 9
1981-82 $736,882 9
1982-83 $793,433 9
1983-84 $864,658 9
1984-85 $960,343 9
1985-86 $1,078,822 8
1986-87 $1,172,120 8
1987-88 $1,284,076 7
1988-89 $1,329,606 7

1989-90 $1,458,516 6
1990-91 $1,484,279 7

1991-92 $1,445,790 7

1992-93 $1,541,926 5
1993-94 $1,630,179 5
1994-95 $1,723,312 5
1995-96 $1,758,713 6
1996-97 $1,852,013 6
1997-98 $2,007,092 6
1998-99 $2,171,339 6
1999-00 $2,270,323 6
2000-01 $2,398,489 6
2001-02 $2,442,690 6
2002-03 $2,449,659 6
2003-04 $2,474,773 6
2004-05 $2,665,876 6
2005-06 $2,925,046 6

Source:  James C. Palmer,  Grapevine,
Illinois State University, Bloomington,
Illinois, 2005. Available online at
http://coe.ilstu.edu/grapevine. Grapevine
reports annually on total state effort for
higher education, including tax appropria-
tions for universities, colleges, commu-
nity colleges, and state higher education
agencies. Annual  Grapevine  reports have
been published since fiscal year 1961.
Each of these reports includes a national
overview of state tax appropriations to
higher education, as well as detailed tables
for each of the 50 states. Wherever pos-
sible, the N.C. Center for Public Policy
Research has used  Grapevine's  revised
and updated figures, rather than relying on
preliminary reports.
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Table 4.3
CONTINUED

State Support  for Higher Education in North Carolina

B. Comparison of State Funds Spent Per-Student in North Carolina with

National Average Per-Student Appropriations,  1972-2002

N.C. Appropriations for Higher Education

Year

Relative
Tax

Capacity
($  per capita)

Actual
Tax

Revenues
($ per capita)

Educational
Appropriation

(as % of Tax
Revenue)

(%  of Tax)
Index to
National
Average

Educational
Appropriation

(per FTE*
student)

(Per ETE)
Index to
National
Average

1972-73 453 371 7.7 114 1,304 99
1977-78 638 558 10.0 124 1,986 101
1979-80 708 644 10.6 128 2,400 104
1980-81 753 730 10.5 127 2,584 106
1981-82 818 780 10.9 132 2,805 107
1982-83 905 848 10.6 136 2,926 108
1983-84 1,021 896 10.5 136 2,945 103
1984-85 1,129 1,009 12.0 154 3,952 119
1985-86 1,213 1,125 12.1 156 4,336 120
1986-87 1,312 1,201 12.1 156 4,648 122
1987-88 1,461 1,365 11.3 156 4,965 125
1988-89 1,607 1,496 10.7 150 5,082 125
1989-90 1,717 1,574 10.7 148 5,153 121
1990-91 1,824 1,669 10.4 149 5,139 119
1991-92 1,929 1,673 9.8 147 4,677 111
1992-93 2,029 1,812 9.9 156 5,100 122
1993-94 2,137 1,977 9.5 154 5,432 124
1994-95 2,244 2,110 9.3 150 5,796 124
1995-96 2,358 2,210 8.8 147 5,865 122
1996-97 2,490 2,251 9.2 150 6,356 125
1997-98 2,551 2,389 9.3 149 6,851 127
1998-99 2,610 2,471 9.2 146 6,905 121
1999-00 2,743 2,549 9.2 144 7,124 118
2000-01 2,970 2,653 9.2 145 7,351 117
2001-02 3,100 2,754 8.9 144 6,986 112

* FTE = Full Time Equivalent Student.

Note:  "Index to National Average" shows how North Carolina's percentage of state funds spent on higher
education compares to the average proportion of such expenditures in all 50 states. For example, if North
Carolina's index figure is 112, that means the portion of state funds spent in this state on higher education
relative to the size of the entire state budget is 12 percent above the average percentage of funds designated
for higher education in all 50 states' budgets. Conversely, if the state's index figure is 99, then North Carolina
spends 1 percent less of its total budget for the designated purpose than the average percentage spent by all
states from their respective budgets for the same purpose.

Source:  State Higher Education Executive Officers,  State Higher Education Finance Survey,  September
2003
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Table 4.3
CONTINUED

State Support for Higher Education in North Carolina

C. North Carolina General Fund Appropriations for Colleges and Universities, 1969-2005

Fiscal Year
Amount

Appropriated

Colleges  &  Universities
% of General Fund

Appropriations

% of General Fund

Appropriations,
Average by Decade

1969-70 $130,344,741 14.9%

1970-71 $147,326,678 15.0%
1971-72 $163,331,175 15.2%
1972-73 $179,910,706 15.2%
1973-74 $222,838,796 14.7%
1974-75 $280,638,400 16.5%
1975-76 $270,526,549 15.6%
1976-77 $307,123,340 15.6%
1977-78 $357,790,592 16.3%
1978-79 $394,767,166 16.1%
1979-80 $436,949,552 15.9% 15.6%

1980-81 $515,255,082 16.4%
1981-82 $567,573,821 16.7%
1982-83 $599,235,054 16.8%
1983-84 $653,091,405 17.1%
1984-85 $746,998,910 17.3%
1985-86 $840,311,094 17.2%
1986-87 $909,134,150 17.4%
1987-88 $980,746,492 16.9%
1988-89 $1,039,510,499 16.5%
1989-90 $1,109,917,895 16.1% 16.8%

1990-91 $1,143,216,957 15.8%
1991-92 $1,121,976,740 15.3%
1992-93 $1,170,947,533 14.9%
1993-94 $1,229,449,670 14.2%
1994-95 $1,296,558,991 13.5%
1995-96 $1,301,040,079 13.3%
1996-97 $1,385,611,961 13.3%
1997-98 $1,489,866,397 13.2%
1998-99 $1,628,888,154 13.2%
1999-00 $1,682,143,914 12.5% 13.9%

2000-01 $1,778,278,150 12.9%
2001-02 $1,802,904,395 12.6%
2002-03 $1,768,097,109 12.3%
2003-04 $1,792,141,661 12.1%
2004-05 $1,878,813,497 11.8% 12.3%

1969-2005 Average 15.0%

Note:  Does  not  include appropriations  to the N.C.  Community Colleges, as contrasted  with Table 4.3A, which
does include appropriations to Community  Colleges.

Source:  N.C. Office  of State Budget and Management
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Table 4.3
CONTINUED

State Support for Higher Education in North Carolina

D. University of North  Carolina 2004- 05 Generall Fund Budget  and Enr ollment

Campus

Authorized 2004-05
G.F. Budget

Fall 2004 Student
Headcount

Appalachian State University $ 91,472,679 14,653

East Carolina Univ. - Academic Affairs Only 147,661,619 22,767

Elizabeth City State University 25,858,276 2,470

Fayetteville State University 38,653,124 5,441

NC A&T State University 76,158,016 10,383

North Carolina Central University 53,281,928 7,727

NC School of the Arts 20,545,094 788

NCSU-Academic Affairs Only 284,471,319 29,957

UNC-Asheville 27,124,880 3,574

UNC-Chapel Hill - Academic Affairs Only 205,241,443 26,878

UNC-Charlotte 115,634,704 19,845

UNC-Greensboro 107,638,521 15,329

UNC-Pembroke 38,200,236 5,027

UNC-Wilmington 64,324,585 11,574

Western Carolina University 58,856,062 8,396

Winston- Salem State  University 43,350,007 4,805

TOTAL $1,398,472,493* 189,614

*  Does not include  UNC-General  Administration or Health Affairs  at ECU and UNC-CH.

Source:  Fiscal Research Division , N.C. General Assembly
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Table 4.3
CONTINUED

State Support for Higher Education in North Carolina

E. North Carolina State Funds for Debt Service and Amount and

Percentage Attributable to UNC Bonds

Fiscal Year

Total Net Tax-Supported
Debt Service in
North Carolina

Net Tax-Supported
Debt Service

Attributable to Bonds
for the University

of North Carolina System

Net Tax-Supported
University System

Debt Service as
Percentage of Total State

Tax-Supported Debt Service

1994-95 $ 113,928,011 $ 18,541,616 16.27%
1995-96 124,742,353 18,188,742 14.58
1996-97 127,038,338 19,597,200 15.43
1997-98 165,973,573 23,310,088 14.04
1998-99 199,288,093 22,067,720 11.07
1999-00 238,355,819 21,961,555 9.21
2000-01 254,819,455 36,686,413 14.40
2001-02 302,612,023 54,143,281 17.89
2002-03 304,506,218 63,378,252 20.81
2003-04 390,389,698 91,664,980 23.48
2004-05 476,124,775 126,132,493 26.49
2005-06 562,660,742 * 178,714,680 * 31.76 *
2006-07 617,681,395 * 209,517,121 * 33.92 *
2007-08 627,673,359 * 209,654,861 * 33.40 *
2008-09 613,830,496 * 218,541,130 * 35.60 *
2009-10 598,451,624 * 222,565,924 * 37.19 *
2010-11 582,938,211 * 219,549,606 * 37.66 *
2011-12 567,850,420 * 21.4,384,339 * 37.75 *
2012-13 553,870,156 * 206,537,082 * 37.29 *
2013-14 537,797,560 * 190,051,385 * 35.34 *
2014-15 521,701,329 * 184,761,635 * 35.42 *
2015-16 506,309,806 * 180,841,679 * 35.72 *

* Projected. Does not include Debt Service from Session Law 2004-179 (House Bill 1264), which authorized $388
million in Special Indebtedness for Capital Improvements at UNC System campuses

Sources:  "Tentative Maturity Schedules for Proposed Bonds - To Be Used for General Planning Purposes Only,"
The Department of the State Treasurer, Division of State and Local Government Finance.

Proposed Bond Sale Dates and Amounts, Office of State Budget, Planning and Management.

Debt Service on Projected Bond Issues Subject to Change Based on Final Structure and Interest Rates.

Assumes variable  rate  bonds at 4%.

Chapter 4 89



T
ab

le
 4

.3
C

O
N

T
IN

U
E

D

St
at

e 
Su

pp
or

t 
fo

r 
H

ig
he

r E
du

ca
ti

o
in

 W
or

th
 C

ar
ol

in
a

F.
 T

he
 U

ni
ve

rs
ity

 o
f 

N
or

th
 C

ar
ol

in
a

 - 
F

un
di

ng
 fo

r 
C

ap
it

al
 Im

pr
ov

em
en

ts

fr
om

 t
he

 N
.C

. G
en

er
al

 A
ss

em
bl

y

In
st

it
ut

io
na

l
2
0
0
3

2
0
0
4

A
pp

ro
pr

ia
ti

on
s 

19
95

19
96

19
97

19
98

19
99

20
00

20
00

 B
on

ds
=

20
01

x=
 

20
02

20
03

C
O

P
S

*O
a

20
04

C
O

P
S

19
95

-2
00

4

A
S

U
$1

3,
48

8,
00

0
$1

3,
83

8,
40

0
$8

,4
60

,1
00

$9
,2

23
,3

00
$3

,6
66

,6
00

$2
,4

06
,6

00
$8

7,
40

6,
20

0
$2

46
,2

00
$7

,6
63

,4
00

$1
,4

97
,4

00
-

$1
47

,8
96

,2
00

E
C

U
$7

,5
26

,7
00

$1
0,

39
1,

80
0

$1
6,

59
1,

90
0

$1
0,

47
7,

70
0

$5
,8

74
,8

00
$3

,9
79

,1
00

$1
90

,6
09

,5
00

$3
87

,5
00

$1
2,

06
2,

50
0

$2
,3

91
,7

00
$6

0,
00

0,
00

0
$3

20
,2

93
,2

00

E
C

S
U

$1
,1

90
,1

00
$3

,4
81

,4
00

$8
,0

72
,3

00
$2

,1
58

,5
00

$4
,2

42
,6

00
$1

,0
87

,2
00

$4
6,

29
6,

80
0

$1
06

,4
00

$3
,3

13
,2

00
$6

19
,5

00
$2

8,
00

0,
00

0
$9

8,
56

8,
00

0

F
S

U
$4

,8
81

,0
00

$1
,2

90
,9

00
$1

,4
44

,5
00

$2
,2

09
,9

00
$3

,8
47

,6
00

$1
,1

05
,0

00
$4

6,
02

1,
40

0
$
1
0
2
,
7
0
0

$
3
,
1
9
7
,
8
0
0

$6
04

,2
00

$1
0,

00
0,

00
0

$7
4,

70
5,

00
0

N
C

A
&

T
$3

,5
96

,5
00

$5
,2

50
,9

00
$7

,6
00

,8
00

$7
,2

93
,2

00
$9

,4
75

,1
05

$2
,3

35
,8

00
$1

61
,8

00
,0

91
$2

47
,9

00
$7

,7
16

,4
00

$3
,4

82
,5

00
$5

,0
00

,0
00

$2
13

,7
99

,1
96

N
C

C
U

$7
,7

24
,7

00
$1

2,
01

1,
00

0
$1

7,
30

7,
60

0
$4

,0
42

,6
00

$7
,4

66
,2

95
$1

,7
98

,6
00

$1
21

,2
46

,2
03

$1
81

,5
00

$1
2,

15
4,

20
5

$9
,9

84
,6

42
-

$1
93

,9
17

,3
45

N
C

S
A

$1
,0

90
,1

00
$3

,8
56

,9
00

$3
,2

34
,0

00
$2

,3
09

,9
00

$1
,5

14
,6

00
$9

68
,6

00
$4

2,
54

7,
50

0
$9

5,
90

0
$2

,9
85

,9
00

$5
64

,4
00

$5
,0

00
,0

00
$6

4,
16

7,
80

0

N
C

S
U

$1
9,

32
7,

50
0

$1
9,

15
7,

30
0

$3
0,

42
7,

60
0

$3
7,

93
8,

60
0

$1
1,

23
3,

00
0

$7
,8

67
,9

00
$4

68
,2

56
,6

55
$7

78
,0

00
$2

4,
21

4,
80

0
$4

,4
26

,0
22

-
$6

23
,6

27
,3

77

U
N
C
A

$1
,5

90
,1

00
$1

,2
90

,9
00

$2
,7

47
,3

00
$2

,7
09

,9
00

$1
,9

51
,0

00
$1

,2
44

,2
00

$5
0,

46
4,

20
0

$1
19

,2
00

$3
,7

10
,2

00
$7

42
,1

00
$3

5,
00

0,
00

0
$1

01
,5

69
,1

00

U
N

C
-C

H
$1

9,
22

2,
80

0
$3

0,
14

9,
30

0
$3

7,
73

3,
87

5
$3

7,
13

0,
70

0
$1

4,
14

9,
70

0
$9

,2
59

,1
00

$5
10

,5
39

,0
75

$8
97

,3
87

$2
7,

93
4,

50
0

$5
,1

65
,9

22
-

$6
92

,1
82

,3
59

U
N

C
C

$6
,8

18
,1

00
$1

9,
42

4,
90

0
$5

,0
98

,5
00

$1
4,

30
6,

50
0

$3
,0

12
,2

00
$1

,9
76

,4
00

$1
90

,0
33

,5
01

$2
26

,9
00

$1
1,

58
4,

50
0

$5
,4

08
,2

00
$3

5,
00

0,
00

0
$2

92
,8

89
,7

01

U
N

C
G

$3
,4

31
,0

00
$5

,2
37

,0
00

$9
,5

87
,0

00
$7

,8
22

,7
00

$5
,4

35
,7

00
$3

,6
72

,1
00

$1
66

,0
08

,2
55

$3
37

,7
00

$1
0,

51
0,

10
0

$3
,9

30
,8

00
$5

,0
00

,0
00

$2
20

,9
72

,3
55

U
N

C
P

$1
,0

90
,1

00
$1

,2
90

,9
00

$7
,4

49
,7

00
$1

,9
09

,9
00

$4
,3

49
,6

00
$1

,1
64

,4
00

$5
6,

87
3,

60
0

$1
13

,4
00

$6
,4

32
,4

00
$6

87
,7

00
$1

0,
00

0,
00

0
$9

1,
36

1,
70

0

U
N

C
W

$7
,6

24
,6

00
$1

1,
58

6,
70

0
$1

0,
35

3,
70

0
$3

,3
41

,6
00

$2
,2

09
,4

00
$1

,4
57

,9
00

$1
09

,2
01

,8
00

$1
49

,1
00

$4
,6

41
,5

00
$1

,3
76

,7
00

-
$1

51
,9

43
,0

00

W
C

U
$2

,9
46

,8
00

$4
,7

17
,7

00
$4

,8
28

,3
00

$4
,7

95
,9

00
$2

,9
18

,2
00

$1
,8

68
,3

00
$1

00
,3

36
,7

44
$1

65
,3

00
$5

,1
44

,0
00

$9
66

,9
00

$1
0,

00
0,

00
0

$1
38

,6
88

,1
44

W
S

S
U

$1
,1

35
,6

00
$1

,2
90

,9
00

$6
,9

83
,4

00
$1

,9
09

,9
00

$4
,2

62
,3

00
$1

,1
59

,6
00

$4
6,

78
6,

58
1

$1
08

,4
00

$3
,3

73
,3

00
$2

,6
43

,1
00

$5
,0

00
,0

00
$7

4,
65

3,
08

1

S
ub

to
ta

l
$1

02
,6

83
,7

00
$1

44
,2

66
,9

00
$1

77
,9

20
,5

75
$1

49
,5

80
,8

00
$8

5,
60

8,
70

0
$4

3,
35

0,
80

0
$2

,3
94

,4
28

,1
05

$4
,2

63
,4

87
$1

46
,6

38
,7

05
$4

4,
49

1,
78

6
$2

08
,0

00
,0

00
$3

,5
01

,2
33

,5
58



T
ab

le
 4

.3
C

O
N

T
IN

U
E

D

S
ta

te
 S

u
p

p
o

rt
 fo

r H
ig

h
er

 E
d

u
ca

ti
o

n
 in

 N
o

rt
h

 C
ar

o
lin

a

F.
 T

he
 U

ni
ve

rs
ity

 o
f 

N
or

th
 C

ar
ol

in
a

 - 
F

un
di

ng
 fo

r 
C

ap
ita

l
 Im

pr
ov

em
en

ts

fr
om

 t
he

 N
. C

. G
en

er
al

 A
ss

em
bl

y

N
on

-I
ns

ti
tu

ti
on

al
 

20
03

 
20

04
A
p
p
r
o
p
r
i
a
t
i
o
n
s
 

1
9
9
5
 

1
9
9
6
 

1
9
9
7
 

1
9
9
8
 

1
9
9
9
 

2
0
0
0
 

2
0
0
0
 B
o
n
d
s *

 2
0
0
1
*
*
 

2
0
0
2
 

2
0
0
3
 

C
O
P
S
*
*
*

 2
0
0
4
 

C
O
P
S
 

1
9
9
5
-
2
0
0
4

N
.C

. A
rb

or
et

um
$2

35
,0

00
 

$2
05

,7
00

 
$2

41
,6

00
 

$2
88

,7
00

 
$2

89
,8

00
 

$1
93

,3
00

 
$9

,3
31

,7
00

$2
0,

00
0 

$8
1,

00
0 

$5
0,

00
0

$1
0,

93
6,

80
0

O
th

er
 (

U
N

C
-G

A
, N

C
SS

M
, C

PT
V

, N
C

C
A

T
)

$3
,6

61
,5

00
 

$2
0,

87
1,

50
0 

$8
,9

25
,6

00
 

$2
9,

36
5,

00
0 

$3
,1

01
,5

00
 

$2
,4

55
,9

00
 

$9
6,

24
0,

19
5 

- 
- 

$3
11

,7
00

 
$1

0,
37

7,
60

0 
$3

,2
85

,0
00

 
$1

80
,0

00
,0

00
 

$3
58

,5
95

,4
95

S
ub

to
ta

l 
$3

,8
96

,5
00

 
$2

1,
07

7,
20

0 
$9

,1
67

,2
00

 
$2

9,
65

3,
70

0 
$3

,3
91

,3
00

 
$2

,6
49

,2
00

 
$1

05
,5

71
,8

95
$3

31
,7

00
 

$1
0,

45
8,

60
0 

$3
,3

35
,0

00
 

$1
80

,0
00

,0
00

 
$3

69
,5

32
,2

95

T
O

T
A

L
 C

A
PI

T
A

L
$1

06
,5

80
,2

00
 

$1
65

, 3
44

,1
00

 
$1

87
,0

87
,7

75
 

$1
79

, 23
4,

50
0 

$8
9,

00
0,

00
0 

$4
6,

00
0,

00
0 

$2
,5

00
,0

00
,0

00
 

- 
- 

$4
,5

95
,1

87
 

$1
57

,0
97

,3
05

 
$4

7,
82

6,
78

6 
$3

88
,0

00
,0

00
 

$3
,8

70
,7

65
,8

53

A
m

ou
nt

 
fo

r
 R

ep
ai

rs
 a

nd
 R

en
ov

at
io

ns
 

to
 E

xi
st

in
g 

F
ac

ili
ti

es

$5
7,

50
0,

00
0 

$5
9,

80
0,

00
0 

$6
2,

10
0,

00
0 

$6
6,

70
0,

00
0 

$8
9,

00
0,

00
0 

$4
6,

00
0,

00
0 

- 
- 

- 
$4

,5
95

,1
87

 
$1

57
,0

97
,3

05
 

$3
5,

32
6,

78
6 

- 
$5

78
,1

19
,2

78

T
O

T
A

L
 C

A
PI

T
A

L
 I

M
PR

O
V

E
M

E
N

T
S 

FO
R

 N
E

W
 F

A
C

IL
IT

IE
S

$4
9,

08
0,2

00
 

$1
05

,5
44

,1
00

 
$1

24
,9

87
,7

75
 

$1
12

, 53
4,

50
0

 - 
- 

$2
,5

00
,0

00
,0

00
 - 

- 
- 

- 
$

12
,5

00
,0

00
 

$3
88

,0
00

,0
00

 
$3

,2
92

,6
46

,5
75

* 
T

he
 G

en
er

al
 

O
bl

ig
at

io
n 

B
on

ds
, 

au
th

or
iz

ed
 

in
 S

.L
. 

20
00

-0
3,

 
w

er
e 

ap
pr

ov
ed

 
by

 a
 m

aj
or

it
y 

of
 q

ua
li

fi
ed

 
vo

te
rs

 o
f 

th
e 

St
at

e 
of

 N
or

th
 

C
ar

ol
in

a 
in

 a
 r

ef
er

en
du

m
on

 N
ov

em
be

r 
7,

 2
00

0.

**
 T

he
 2

00
1 

G
en

er
al

 
A

ss
em

bl
y 

al
lo

ca
te

d 
$5

7.
5 

m
il

li
on

 
to

 t
he

 B
oa

rd
 

of
 G

ov
er

no
rs

 
fo

r 
re

pa
ir

s 
an

d 
re

no
va

ti
on

s.
 

F
un

ds
 

w
er

e 
la

te
r 

re
ve

rt
ed

 
to

 t
he

 G
en

er
al

F
un

d 
to

 h
el

p 
ba

la
nc

e 
th

e 
20

01
-0

2 
St

at
e 

B
ud

ge
t.

**
* 

C
O

P
S 

=
 ce

rt
if

ic
at

es
 

of
 p

ar
tic

ip
at

io
n.

So
ur

ce
: 

U
N

C
 

O
ff

ic
e 

of
 th

e 
P

re
si

de
nt



-continued from page 84
State Auditor on June 30, 2003 and satisfy the concerns
raised in a subsequent letter from the State Controller.
The Auditor found significant missteps in capital-assets
internal controls, cash-disbursement internal controls,
and financial statements. Incoming FSU Chancellor T.J.
Bryan, who took the helm of the campus just as the
problems were coming to light, told the Board of Gov-
ernors' Finance Committee, "I won't let you down"

Concerns about the potential for misuse of the bud-
get flexibility given to special responsibility constituent
institutions had arisen before in June 2000, with allega-
tions that the Public Safety Director at N.C. State Uni-
versity had directed more than $2.2 million in unused
department personnel funds (lapsed salaries) to purchase
more than 100 questionable items, including 15 televi-
sion sets, 17 VCRs (video camera recorders), 22 laptop
computers, a mountain bike, motion detectors in ceramic
frogs, and various other electronic products, many of
which he kept at his home or in his truck.28 These ex-
penditures occurred over a six-year period. The timing
of this discovery was dangerous for the UNC system
because it came on the heels of the General Assembly's
approval of a November 2000 ballot referendum calling
for a statewide vote on a $3.1 billion bond package for
the 16 UNC campuses and the community college sys-
tem.29 Legislative leaders who had shepherded the bond
package through the General Assembly (following a high
profile and contentious debate which resulted in the de-
feat of a similar proposal the year before) were quick
to express concern over the UNC system's fiscal over-
sight procedures, and corrective action from UNC Gen-
eral Administration and the Board of Governors was
swift.

UNC President Molly Broad soundly condemned
the NCSU Public Safety Office action at the July 2000
Board of Governors meeting, and at the same meeting,
the Board adopted a resolution requiring the chancellors
of special responsibility campuses to submit to the Board
plans and justifications for how they intend to spend
lapsed salary funds, before the expenditures are under-
taken. The resolution also required the chancellors to
identify the vacant positions responsible for the unspent
funds, including the length of time each position has
been vacant and the expected duration of the vacancy.
Meanwhile, N.C. State University officials requested that
State Auditor Ralph Campbell and his staff conduct a
special review of the NCSU Public Safety Department.

A report detailing the NCSU public safety
department's operations and recommending corrective
actions was issued by the State Auditor's Office on Oc-
tober 3, 2000.30 With public release of the report, State
Auditor Campbell said, "We recommend the university
provide the substantive oversight and institute all mea-
sures necessary to ensure that funds from lapsed sala-
ries go where they are most needed, rather than auto-
matically staying in the department that generated the
funds. In particular, I urge the NCSU administration to

consider uses that directly benefit students, as has been
done at other campuses in the UNC system." The report
contained 12 specific recommendations to address the
inappropriate use of personnel funds for questionable ex-
penses, possible illegal taping of telephone conversa-
tions, and improper personnel management practices."

President Broad then announced that she had given
N.C. State 90 days to implement all of the Auditor's rec-
ommendations. "Budget flexibility is a valuable tool that
must be continuously earned by each of our institutions,"
she said, and added that if such action was not taken
within the time limit, she would recommend to the
Board of Governors that budget flexibility for NCSU be
withdrawn.32 Throughout the campaign in behalf of the
bond referendum, information distributed by bond pro-
ponents consistently stressed that all expenditures from
the bond proceeds would be monitored by "a special
Oversight Committee ... to make sure the money is
spent the way it should be."33

Former Chancellor Marye Anne Fox of
N.C. State University
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An analysis by  The News & Observer  of Raleigh
also found that N.C. State University and UNC-Chapel
Hill alone accounted for 60 percent of the financial
losses to state agencies reported to the State Bureau of
Investigation for the first nine months of 2002.34 One
example of misspending came in an audit of NCSU's
Wood and Paper Science Department which showed that
a former bookkeeper spent more than $1,200 on airfare,
long distance phone calls, gasoline, and other items for
personal use.35 Additionally, between September 2000
and March 2002, UNC-Chapel Hill's undergraduate
admissions office paid more than $49,000 for advertis-
ing in non-existent publications.

A manager of a scholars program at UNC-Chapel
Hill was found to be improperly allowing a program
credit card to be used to make questionable purchases,
such as compact discs, books, and gift certificates to-
taling $157,000, as well as allowing staff and students
to take personal possession of state-owned computers
and furniture. The credit card spending occurred in a
scholar's program for doctors in training that is one of
seven such curricula at elite schools across the nation
which are funded by the Robert Wood Johnson Foun-
dation of Princeton, New Jersey. Peter Goodwin, vice
president and treasurer of the foundation says, "We use
the incident as an example for our other sites to have
the proper controls and proper checks and balances .1136

Episodes such as this encourage the legislature to
override or second-guess Board of Governors' decisions
in its oversight of higher education spending. Still, the
2001 General Assembly granted the Board of Governors
the power to make additional delegations of authority to
local boards of trustees at special responsibility constitu-
ent institutions," including appointing and fixing com-
pensation of senior personnel,38 granting tenure, setting
tuition and fees that the institution may keep,39 and in-
formation technology.40 Former UNC Vice President and
Board of Governors member John Sanders believes that
the Board had the power to make those delegations since
1972 and that the "extension" of the power to delegate
more authority was itself a form of legislative second-
guessing. Says Sanders, "Given the origination of these
delegations with the Senate leadership, there was the
implied threat, `delegate, at least to the major institu-
tions, or explain to us why you didn't do so."'

The General Assembly also required the Joint Leg-
islative Education Oversight Committee to study
"whether management flexibility for special responsibil-
ity constituent institutions should be expanded to include
personnel, property, and purchasing responsibilities"
while considering the impact of extending that flexibil-
ity on the University system as a whole, on the indi-
vidual special responsibility constituent institutions, and
on the State's budget, budgeting process, and fiscal ac-
countability.41 The Oversight Committee originally was
slated to report its findings and recommendations to the
2003 General Assembly. However, the committee,
which usually conducts its work in the interim between

UNC Budget Features

• Management Flexibility since 1991.

• Campuses can carry forward 2.5% of their
budget for nonrecurring expenses.

Source:  Fiscal Research Division , N.C. General Assembly

legislative sessions was only able to meet twice between
the December 2002 adjournment of the 2001-2002 ses-
sion and convening of the next session in January 2003
and did not consider the issue.42 State House Democratic
Leader and former Speaker Pro Tempore Joe Hackney
(D-Orange) says, "Flexibility has been wisely used. By
and large, it has made the University more efficient and
cost effective."

2. The Power To Set Tuition and Fees

The Board of Governors has had statutory power to
make tuition policy since its creation, but dramatic
changes in how to exercise that power occurred in the
late 1990s. As noted earlier in this Chapter, the law
stating the Board's powers and duties mandates that
"[t]he Board shall set tuition and required fees at the
institutions, not inconsistent with actions of the General
Assembly."43 During the first 27 years of its existence
- until 1999 - the UNC Board of Governors never
recommended a tuition increase to the General Assem-
bly, with the sole exception of the first budget request
in 1973, when the Board equalized tuition among insti-
tutions with comparable missions. During that time
period, action by the General Assembly preceded action
by the Board of Governors when tuition was increased.
Former UNC President William Friday says that until
the tuition policy changes in the late 1990s, the fact that
Board of Governors only raised tuition after the Gen-
eral Assembly passed its budget and directed the Board
to do so was an intentional strategy the Board employed
to keep tuition as low as possible. Friday acknowledges
that this approach resulted in setting tuition at a late date
which inconvenienced students and their families, but he
believes the new approach leads to higher tuition.

Says Friday, "The Board of Governors no longer
functions in a framework in which `low tuition' for
North Carolina students means a tuition as low as the
state's financial condition allows, as that condition is
defined by the General Assembly. Today it functions
instead with a `low tuition' policy for North Carolina
students and their families that means, variously, `low'
related to increases in the cost of educational programs,
`low' related to charges made by other states, [and] `low'
in relation to the ability of students to pay."
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University Board members and legislators are con-
strained by a directive in the state Constitution "that the
benefits of The University of North Carolina and other
public institutions of higher education, as far as practi-
cable, be extended to the people of the State free of ex-
pense."44 This constitutional mandate is the reason that
North Carolina's in-state tuition and fees for UNC
campuses, on average, remain among the lowest in the
nation. For 2002-03, in the most recent 50-state com-
parison of tuition and fees published by the U.S. Depart-
ment of Education, North Carolina ranked 381 or thir-
teenth lowest among the states in tuition and fees at
four-year public universities. (See Table 4.4, Average
State Undergraduate Resident Tuition and Fees at Four-
Year Public Higher Education Institutions, Ranked by
State.)

In 2003-2004, the UNC system average was 31 per-
cent below the 2003-04 national average for in-state
student tuition at four-year public universities, and 14
percent below the average for universities in the south-
ern United States.45 However, tuition and fees vary sig-
nificantly by campus. For example, at UNC-Chapel Hill,
the most expensive UNC campus, tuition and fees were
15 percent below the national average and six percent

above  the average for the South, while at Fayetteville
State University, the least expensive campus, these costs
were 52 percent below the national average and 41 per-
cent below the average for the South. UNC's staff ex-
plains the wide variations in per-student charges as re-
flecting "campus mission and complexity."

In practice, the Board's decision to refrain from
proposing system-wide increases in tuition for North
Carolina residents has by default left this decision to the
legislature. (See Table 4.5, UNC Tuition Increases, 1970-
2003.) The legislature itself initiated tuition increases in
1971, 1974, 1975, 1977, 1981, 1983, 1985, 1987, from
1989-1998, and 2003. The Board of Governors initiated
tuition increases in 1973, 1999, 2000, 2001, and 2002.
The Board of Governors recommended against a system-
wide tuition increase in 2003 but was overruled by leg-
islature. From 1999-2000 through 2003-04, average in-
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state undergraduate tuition across the UNC system in-
creased by 71 percent, from $985 to $1,683. In a 1998
op-ed piece written for  The News & Observer  of Raleigh,
UNC President Molly Corbett Broad outlined four
"unintended - and decidedly negative - consequences"

of this practice. She wrote, "Over the past 10 years,
tuition has risen by an average of more than 8 percent per
year - a rate well above any reasonable measure of
affordability." She added that, "the practice by the Board
of Governors of not considering tuition increases has
shifted the locus of deliberations away from the Univer-
sity and has forced the legislature to act without the con-
sidered advice of the Board"46 John Sanders adds, "The
fact that tuition was low for a long time was not a default,
but an accomplishment. Until 1999, students were not
considered a major and indefinitely expanding income
source for UNC." He says that the Board of Governors'
tuition policy was keeping tuition costs low.

Former ECU Chancellor William V. Muse, who also
served as president of Auburn University in Alabama,
contrasts the UNC tuition policy with Alabama's as po-
lar opposites. In North Carolina, the legislature and the
Board of Governors control the costs of higher educa-
tion centrally and set tuition rates. In Alabama, tuition
is set by local campus Boards of Trustees. Muse says
this lack of statewide planning, budgeting, and control
in Alabama has led to inadequate funding for public
universities and a great deal of competition among in-
stitutions. Faced with a 7.5 percent budget cut to his
campus while president of Auburn in 1996, Muse says
"We raised tuition and increased the number of out-of-
state students [because they] pay more in tuition." Au-
burn increased the number of out-state-students to one-
third of their student body.

UNC-Chapel Hill's Kenan-Flagler Business School
made headlines in 1997 when its dean bargained with
leaders of the General Assembly for a tuition increase
without approval by the UNC Board of Governors, a
move that President Broad quickly squelched. Two
years earlier, supporters of North Carolina State Univer-
sity and UNC-Chapel Hill managed to persuade the
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Table 4.4

Average State Undergraduate Resident Tuition and Fees at
Four-Year Public Higher Education Institutions,  Ranked by State

In-State Tuition & Fees In-State Tuition & Fees

Rank State 2002 -0 3($) Rank State 2002-03 ($)

1 Vermont $7,754 26 Arkansas $3,714

2 Pennsylvania 7,072 27 Nebraska 3,612

3 New Jersey 6,709 28 Tennessee 3,589

4 South Carolina 6,306 29 New Hampshire 3,524

5 Ohio 5,898 30 Alabama 3,511

6 Michigan 5,494 31 Kentucky 3,405

7 Delaware 5,439 32 North Dakota 3,401

8 Maryland 5,406 33 Texas 3,318

9 Illinois 5,171 34 Kansas 3,174

10 Connecticut 5,142 35 Alaska 3,162

11 Rhode Island 5,072 36 Hawaii 3,133

12 Minnesota 5,036 37 Colorado 3,102

13 Massachusetts 4,974 :38 North Carolina 3,097

14 Maine 4,624 39 Idaho 3,033

15 Indiana 4,620 40 New Mexico 3,016

16 Missouri 4,602 41 Wyoming 2,997

17 Washington 4,288 42 Georgia 2,945

18 New York 4,220 43 West Virginia 2,899

19 Iowa 4,140 44 Louisiana 2,881

20 Virginia 4,087 45 California 2,782

21 Oregon 4,028 46 Utah 2,638

22 South Dakota 3,971 47 Oklahoma 2,612

23 Wisconsin 3,965 48 Florida 2,594

24 Montana 3,925 49 Arizona 2,587

25 Mississippi 3,716 50 Nevada 2,529

Note:  Data are for the entire academic year and are average charges. Tuition and fees were weighted by the
number of full-time-equivalent undergraduates in 2002, but are not adjusted to reflect student residency.
Room and board are based on full-time students.

Source:  National Center for Education Statistics, "Digest of Education Statistics 2004: Table 316.-
Average undergraduate tuition and fees and room and board rates paid by full-time-equivalent students in
degree-granting institutions, by control of institution and by state." Available online at  http://nces.ed.gov.
These data originate with the U.S. Department of Education, National Center for Education Statistics,
Integrated Postsecondary Education Data System (IPEDS), "Fall Enrollment" and "Institutional Character-
istics" surveys.
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Former UNC Vice President J.B. Milliken at a meeting of
the Board in Chapel Hill.

General Assembly to allow them to raise tuition by $400
and to appropriate funds for "academic enhancement"
outside of their normal budgets and keep the proceeds.41

In order to address the repercussions of this shift in
initiative from the Board of Governors to the General
Assembly -  including both legislative end-runs by cam-
pus leaders and the General Assembly enacting budgets
with tuition increases ,  used mostly to help balance the
state budget  -  President Broad formed a Tuition Policy
Task Force  composed of Board of Governors members,
faculty,  staff,  and students . The 77 -page report produced
by the task force and adopted  by the  full Board in No-
vember 1998 described a plan designed to create a more
inclusive, purposeful process for setting tuition . The re-
port envisioned that the Board would approve tuition
changes a year in advance (a plan the Board has not

accepted ),  and the 16 campuses would come to the
Board with their own proposals and justifications for
increases .  Students were generally supportive of the
plan because individual institutions would have more
input in tuition planning and because the plan was ex-

pected to help prevent last-minute tuition increases that
are often a hardship for students on tight budgets .41

In 1999, based on the work of this task force, UNC
leaders made their first request to the legislature since
1972 for higher tuition rates for in-state students. In
February 1999, the Board of Governors approved a plan
calling for a 4.9 percent across-the-board percent tuition
hike for in-state undergraduates at all UNC campuses;
plus an additional 3.5 percent tuition increase for gradu-
ate and "first professional students"49 at two of the
system's research universities - UNC-Chapel Hill and
NC State University - and an additional 2 percent tu-
ition increase for graduate and first-professional students
at all non-research institutions; and a 3.3 percent in-
crease for all students at UNC-Asheville to bring non-
resident tuition rates "into greater alignment with the
national average for peer institutions." The Board rec-
ommended no increase for non-resident tuition rates at
all other UNC campuses because it felt that "those rates
are already well above the national average for compa-
rable institutions."50 These new tuition rates were rec-
ommended to become effective in the fall semester of
1999. University leaders estimated that the higher tu-
itions would generate $7.8 million in revenue annually
for UNC schools. Finally, the Board of Governors rec-
ommended that a previous Board request for $1.3 mil-
lion in additional need-based student financial aid for
UNC students be funded by a portion of the increased
revenues from tuition.

The 1999 General Assembly responded to the
Board's recommendations by approving the new tuition
rates as proposed. However, the Senate version of the
budget bill that endorsed the tuition increases recom-
mended by the Board also contained a provision the
Board did not request - one which would have permit-
ted  local boards of trustees  to increase tuition rates by
up to $250 per academic year for the 2000-2001 and
2001-2002 academic years, respectively. On campuses
that chose to raise tuition rates, the chancellor was re-
quired to allocate at least 35 percent of the new funds
for need-based financial aid; the balance of the funds
was to be earmarked for faculty salaries. Senator
Howard Lee endorsed the provision because he said it
would give boards of trustees flexibility to approve
tuition increases based on their individual campus needs
without the General Assembly's imposing statewide

On rll oiv >ig local  campuses  to increase
tuitio f1t  iwould be  like changing the

forrrieelaffor? ca-Cola."C

- C.D. SPANGLER, JR.

UNC PRESIDENT, 1986-1997
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Table 4.5

University of North Carolina Tuition and Fees

A. University of North Carolina 'I'uition Increases,  1970-2004*

In-State Undergraduate Out-of-State Undergraduate In-State Graduate Out-of-State Graduate

Average
Tuition

Percent
Increase

Average
Tuition

Percent
Increase

Average
Tuition

Percent
Increase

Average
Tuition

Percent
Increase

1970-71 $255 $939 $271 $939

1971-72 $256 1% $1,305 39% $272 1% $1,305 39%

1972-73 $256 0% $1,780 36% $272 0% $1,780 36%
1973-74 $266 4% $1,780 0% $283 4% $1,780 0%
1974-75 $273 3% $1,780 0% $290 3% $1,780 0%
1975-76 $275 1% $1,876 5% $292 1% $1,876 5%
1976-77 $275 0% $1,876 0% $292 0% $1,876 0%
1977-78 $302 10% $1,976 5% $321 10% $1,976 5%

1978-79 $302 0% $1,976 0% $321 0% $1,976 0%

1979-80 $302 0% $1,976 0% $321 0% $1,976 0%

1980-81 $302 0% $1,976 0% $321 0% $1,976 0%
1981-82 $360 19% $2,083 5% $382 19% $2,083 5%
1982-83 $360 0% $2,083 0% $382 0% $2,083 0%
1983-84 $396 10% $2,620 26% $421 10% $2,620 26%

1984-85 $396 0% $2,857 9% $421 0% $2,857 9%

1985-86 $403 2% $3,184 11% $428 2% $3,184 11%

1986-87 $403 0% $3,577 12% $428 0% $3,577 12%
1987-88 $424 5% $3,891 9% $451 5% $3,891 9%

1988-89 $424 0% $4,225 9% $451 0% $4,225 9%

1989-90 $510 20% $4,841 15% $542 20% $4,841 15%
1990-91 $549 8% $5,041 4% $583 8% $5,041 4%

1991-92 $654 19% $5,844 16% $695 19% $5,844 16%
1992-93 $690 6% $6,462 11% $733 6% $6,649 14%

1993-94 $711 3% $6,882 7% $755 3% $6,882 4%

1994-95 $734 3% $7,329 6% $780 3% $7,329 6%
1995-96 $809 10% $7,818 7% $859 10% $7,818 7%

1996-97 $893 10% $8,256 6% $948 10% $8,256 6%
1997-98 $919 3% $8,336 1% $977 3% $8,336 1%

1998-99 $938 2% $8,503 2% $996 2% $8,503 2%

1999-00 $985 5% $8,584 1% $1,070 7% $8,606 1%

2000-01 $1,067 8% $8,696 1% $1,183 11% $8,756 2%
2001-02 $1,286 21% $9,646 11% $1,452 23% $9,898 13%
2002-03 $1,603 25% $10,960 14% $1,795 24% $11,332 14%

2003-04 $1,683 5% $11,602 6% $1,885 5% $11,827 4%

* The average tuition figures reported here are the unweighted mean tuition rates for each student category at
the 16 campuses of the University of North Carolina.

Notes:  Tuition Revenue: (1) Each 1% increase in resident student tuition generates an estimated $3.2 million.
(2) Each I% increase in nonresident student tuition generates an estimated $2.6 million.  Source:  Fiscal
Research Division, N.C. General Assembly
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Table 4.5B

The University  of Nort h Can olln><na TInntnonn and Fees  Appllnarablle to
ARR Regular  }Fuflll-Time Undergraduate  Students,  2004-05

Tuition
Resident Non-Resident Total Fees

Total  Resident
Tuition & Fees

North Carolina State University $3,205 $15,103 $ 964 $4,169
The University of North Carolina at Chapel Hill 3,205 16,303 1,155 4,360

East Carolina University 2,135 12,349 1,185 3,320
UNC-Charlotte 2,129 12,241 1,290 3,419
UNC-Greensboro 2,028 12,996 1,356 3,384

Appalachian State University 1,821 11,263 1,334 3,155
Fayetteville State University 1,546 10,982 974 2,520
NC A&T State University 1,769 11,211 1,234 3,003
NC Central University 1,878 11,322 1,163 3,041
UNC-Pembroke 1,689 11,129 1,135 2,824
UNC-Wilmington 1,928 11,638 1,647 3,575
Western Carolina University 1,651 11,087 1,551 3,202

UNC-Asheville 1,897 11,097 1,425 3,322

Elizabeth City State University 1,399 9,738 1,075 2,474
Winston-Salem State University 1,451 9,791 1,203 2,654

NC School of the Arts 2,755 14,035 1,461 4,216

Source:  Fiscal Research Division, N.C. General Assembly

increases. However, Representative David Redwine
(D-Brunswick), one of the co-chairs of the House
Appropriations Committee in 1999, stated that House
budget writers found the proposal objectionable. He
said, "In my opinion, it potentially widens the gap be-
tween the haves and have-nots. It's easier for Chapel
Hill to raise tuition than Elizabeth City State.."51 UNC
President Molly Broad expressed similar concerns by
stating, "I know that members of the Board of Gover-
nors are greatly distressed by this. . . . It undermines
the Board's new policy that was developed thoughtfully
and with active participation at the behest of the General
Assembly."52 The Senate position was dropped during
final negotiations on the 1999 budget bill.53

However, local boards of trustees were not left pow-
erless when it came to requests for tuition increases. The
tuition policy task force report adopted by the Board in
November 1998 also recommended that campuses be
allowed to initiate tuition increases for (1) graduate and
professional schools when needed to support graduate
education, and for (2) all students, including undergradu-
ates, when  extraordinary circumstances exist  and retain

the proceeds on the campus [emphasis added] 54 Even
though this recommendation was not incorporated into
The Code,  in February 2000 the boards of trustees of five
of the 16 institutions requested that the Board of Gov-
ernors approve campus-initiated tuition increases to fi-
nance a miscellany of activities. The Board's Commit-
tee on Budget and Finance recommended that these
requests be approved, along with proposals to raise tu-
ition rates for all undergraduate students at all 16 cam-
puses by 2.1 percent, and for tuition increases of 5.6
percent for in-state graduate and first-professional stu-
dents at UNC-Chapel Hill and N.C. State, and 4.1 per-
cent for students in those categories enrolled at all other
campuses.

Jeffrey Nieman, the student member of the Board,
offered a substitute motion related to the resident under-
graduate portion of the Committee's recommendations
(the Committee had recommended $600 per year in-
creases). He advocated that "[t]uition increases at UNC-
Chapel Hill and North Carolina. State University be set
at $200 (or $300, if the financial aid package is not ap-
proved) for one year, and a 2.1 percent across-the-board

98 PART 00 The Pow ers and Duti es of th e  UNC Board of Governors



Table 4.5B

The University of North Carolina Tuition and Fees Applicable to
All Regular Full -Time  Graduate  Students ,  2004-05

Tuition Total Resident
Resident Non-Resident Total Fees Tuition & Fees

North Carolina State University $3,413 $15,461 $ 964 $4,377
The University of North Carolina at Chapel Hill 3,413 16,661 1,147 4,560

East Carolina University 2,216 12,532 1,185 3,401
UNC-Charlotte 2,204 12,411 1,290 3,494
UNC-Greensboro 2,112 13,162 1,356 3,468

Appalachian State University 1,893 11,476 1,334 3,227
Fayetteville State University 1,618 11,208 974 2,592
NC A&T State University 1,841 11,426 1,234 3,075
NC Central University 2,050 11,631 1,139 3,189
UNC-Pembroke 1,761 11,348 1,135 2,896
UNC-Wilmington 2,004 11,841 1,647 3,651
Western Carolina University 1,723 11,308 1,551 3,274

UNC-Asheville 1,955 11,269 1,425 3,380

Elizabeth City State University 1,458 9,951 1,075 2,533
Winston-Salem State University 1,510 10,003 1,203 2,713

NC School of the Arts 3,167 14,601 1,461 4,628

Source:  Fiscal Research Division , N.C. General Assembly

increase for the entire university, excluding other spe-
cific campus requests." Board member John Sanders
supported Nieman, saying, "I oppose the recommenda-
tion of the Budget and Finance Committee because I
think the 39% ($600) increase at NC State and UNC-
Chapel Hill would constitute an inordinate burden on
their families. I think it would widen the discrepancy
between tuition charged at those two institutions and at
the next tier of institutions within the University. I think
the recommendations with respect to the other three in-
stitutions do not meet the standards that this Board es-
tablished in its tuition policy [report] of November 1998,
that there be `extraordinary circumstances' to justify
those requests.... I think that by the action we have
taken we have effectively abandoned the standard that
we set out 15 months ago for increases initiated by the
campuses." Noting the large number of students in at-
tendance at the Board meeting to support Nieman in his
efforts, Board member Timothy Moore, who was later
elected to the N.C. General Assembly (R-Cleveland),
stated his support for the amendment and added that
although he agreed "there may be needs," he intended

to vote against the tuition increase in its entirety because
he was "not compelled that this increase is necessary."
Brad Wilson, who chaired the Budget and Finance Com-
mittee, stated that the Committee proposal was intended
"to meet some of the most critical needs for a short-term
solution," and "it is the responsibility of this Board to
try to craft an approach that will meet those needs while
we are hopefully awaiting better budgetary times at the
General Assembly."55 Nieman's substitute motion then
failed by a vote of 17 to 11.

The Board then considered the tuition package as a
whole. Speaking in favor of the proposal, former N.C.
Governor and UNC Board member  emeritus  James
Holshouser said that the tuition increases have "had as
much discussion as any issue I can remember for the
Board in its history.... I do not believe this is a change
from our historic low tuition policy that is mandated by
our State Constitution. Rather I believe it is a short-term,
temporary response to the extraordinary circumstances
we face because of Hurricane Floyd and the flooding
across Eastern North Carolina.... Take special note that
there is a financial aid increase that is a key component
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in this proposal, and it represents our commitment to
continued access, and that's what that constitutional pro-
vision is all about - access. I believe it's temporary, I
hope it's temporary. I believe we have a duty to go to
the legislature and ask them to replace the tuition funds
with appropriations as soon as the state recovers from
its circumstances."56 The tuition package was approved
by a majority vote and submitted to the Governor and
General Assembly. The legislature endorsed all of the
increases, which took effect in the fall of 2000. The tu-
ition increases were expected to generate revenues to-
taling $19.6 million. The Board required that sufficient
revenues be set aside to "hold harmless" qualifying
needy students. From the increased receipts, $6.4 mil-
lion was set aside for need-based financial aid.57

At its November 2000 meeting, the Board of Gov-
ernors adopted a budget request for fiscal years 2001-
2003 to be forwarded to the 2001 General Assembly.
Included in the budget proposal was another 4 percent
undergraduate tuition increase.58 The Board also ap-
proved additional increases for graduate students rang-
ing from 2 percent to 3.5 percent. These proposals were
accompanied by a request that the Assembly allocate the
revenue generated by the increases to the University's
need-based financial aid program.

At its March 2001 meeting, the Board addressed
proposals from six institutions for additional campus-
initiated tuition increases with the institutions to keep
the proceeds, which also would become effective for the
fall semester of 2001.59 With two dissenting votes,60 the
Board approved the increases. In September 2001, the
General Assembly enacted a special provision in the
budget which allowed campus Boards of Trustees to
recommend tuition and fee increases to the UNC Board
of Governors, "without regard to whether an emergency
situation exists' 61

UNC President Molly Broad opened the 2002 Board
debate on tuition increases, saying "[UNC] remains true
to its historic promise of high quality education at an
affordable price. Low tuition - absent high quality -
is a poor bargain. . . UNC must find viable ways -
including higher tuition - to ensure that resources are
adequate to keep the value of a UNC education from

The General Assembly shall provide

that the,benefits of the University of

1'+Iorth arolina and other public4 I
institutions of higher education, as far

as praetiicctble, be extended to the

people 4of the State free of expense.

I N..c.GO STITUTION, ARTICLE IX, SECTION 9

eroding." In 2002, in addition to a system-wide tuition
increase, the Board approved campus-initiated tuition in-
creases from all campuses where increases had not pre-
viously been levied. After lengthy debate and discus-
sion stretching over multiple meetings about tuition
increases, the Board approved a "package" of tuition in-
creases, which included the campus-initiated increases
for schools not previously receiving one, the system-
wide increases, and additional campus-initiated increases
for schools requesting them, but at reduced amounts
from what was submitted. The most contentious part
of the 2002 Board public deliberations on tuition in-
creases came on a motion to double the campus-initiated
tuition increases for UNC-Chapel Hill and N.C. State
University that had been recommended by the Board's
Committee on Budget and Finance. The motion failed
on a tie vote and pitted Board members with loyalties
to those two research universities against supporters of
the other campuses.

Since adoption of the Report of the Task Force on
Tuition Policy in November 1998, the Board has aggres-
sively exercised its statutory authority to set tuition rates
for the UNC system, as shown by its tuition increases
in 1999, 2000, 2001, and 2002, which in total for those
four years, raised tuition across the system an average
of 62 percent. Between February 2000 and March of
2002, the Board of Governors approved campus-initiated
tuition increases submitted by all 16 campuses. In Feb-
ruary 2003, the Board then incorporated a procedure into
The Code  for proposing those changes. The new policy
reads, "Campuses may experience circumstances that
suggest the need to change their tuition rates."62 How-
ever, in 2003, the Board publicly opposed additional
system-wide tuition increases, but the legislature enacted
a 5 percent tuition increase over the Board's objection.
Moreover, the General Assembly and the Board have
given local boards of trustees the authority to initiate
requests for tuition increases on behalf of their respec-
tive institutions, while the Board retained limited con-
trol over the outcome of individual campus tuition re-
quests, subject to action by the General Assembly.

In March 2004, the Board of Governors approved
another package of campus-initiated tuition increases
over the objections of Gov. Mike Easley and student
demonstrators chanting, "Make it your mission, don't
raise tuition!" and "Show us some love, be like the
Gov!" Each of the 16 campuses was granted an in-
crease, with amounts ranging from $225 to $450 per
student. The 2004 legislature enacted a budget that did
not include a system-wide tuition increase but did allow
the campus-initiated tuition increases approved by the
Board of Governors to stand, with constituent institu-
tions keeping the proceeds on their respective campuses.

At its February 2005 meeting, the Board of Gover-
nors voted to freeze  in-state  tuition for the 2005-2006
academic year. This decision had been urged by Board
Chairman Brad Wilson and by Gov. Mike Easley. Each
cited a series of tuition increases in recent years as the
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Students from across the state fill the room at  the March 2004 UNC Board of Governors meeting.  The students were silently
protesting a hike in tuition and fees.  Sitting from left are Board members Gladys Robinson,  Robert Warwick,  and Leroy Lail.

reason for freezing tuition. Gov. Easley assured UNC
leaders that his proposed 2005 state budget would in-
clude $73 million for enrollment increases, more money
for financial aid, and money to cover the reduction in
the number of federal Pell Grant awards. Fourteen of
the 16 public campuses had requested tuition increases
of $200 to $300 a year. The School of the Arts made
no request, and N.C. A&T State University's original
request was withdrawn by Chancellor James Renick the
day before the Board of Governors' decision. At its
March 2005 meeting, the Board did approve  out-of-state
tuition increases at 11 of the 16 campuses and  graduate
tuition increases on 12 campuses. Despite facing its
fourth consecutive $1 billion revenue shortfall, the 2005
General Assembly did not increase  in-state  student tu-
ition, as recommended by Governor Easley and the
Board of Governors.

Also in 2005, UNC Board of Governors Chairman
Brad Wilson proposed a new idea in the tuition debate
- "tuition certainty" for students at the 16 campuses.
In effect, the proposal would guarantee students the same
tuition for all four undergraduate years. Thus, parents
and students would have certainty in tuition costs, and
students would be encouraged to graduate in four years.
However, the General Assembly also would have to
agree to such a program .61 Florida's university Board

of Governors is implementing a fixed, four-year tuition
rate in 2005.

For 26  years, the power to increase system-wide
tuition was a power exercised  by the  General Assembly
before the Board of Governors acted .  In that vacuum,
the General  Assembly  raised tuition from time to time,
usually to help raise revenue in tight budget times. Now
that the Board has changed its approach to begin exer-
cising this power since 1999 by proposing tuition in-
creases before the General Assembly adopts a budget,
it will be interesting to see if the General Assembly re-
cedes from the system-wide tuition policy arena. This
does not seem likely with state budget shortfalls for four
consecutive years since 2000. The temptation to raise
tuition and create new revenue is strong for legislators
who wish to avoid tax increases on the general public.
John Sanders says that since 1998, "attitudes toward
tuition  (and its payers )  have been reversed in UNC and
the General  Assembly - from  one of keeping costs
down to encourage student access, to one of squeezing
students to the maximum and hoping need-based aid will
counterbalance the hits."

During this time period ,  46 of the 50 states have ex-
perienced budget shortfalls due to tax cuts in earlier
years, a declining economy and the terrorist acts of Sep-
tember 11,  2001. In response ,  public four-year colleges
raised tuition and fees an average of 9.6 percent in 2002-
3 and another 14.1 percent in  2003-4,  according to The
College Board 's annual Trends in College Pricing re-
ports.64 Virginia Governor Mark Warner summarized the
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recent nationwide trends of budget cuts and tuition in-
creases, saying, "Colleges and universities traditionally
are one of the areas where the legislatures and gover-
nors cut [funding], because they can at least make up a
bit of the shortfall with tuition increases. But that can
only go so far," he warns.65

The other possible reaction to the series of tuition
increases in North Carolina totaling 71 percent in five
years is a lawsuit. Such a suit would test the constitu-
tionality of such increases and argue that cumulatively
they violate the state constitution's guarantee that a uni-
versity education "as far as practicable, be ... free of
expense." The key phrase for the N.C. Supreme Court
to interpret would then be "as far as practicable."

Arizona courts are being asked to rule on a simi-
lar provision in their state's constitution which reads,
"The University and all other state educational insti-
tutions shall be open to students of both sexes, and the
instruction furnished shall be as nearly free as pos-
sible."" Arizona's university Board of Regents' re-
cently adopted a policy to keep tuition at Arizona pub-
lic universities at the top of the least expensive
one-third of public universities nationally, and this
policy will be tested in the lawsuit. Arizona Regent
Lorraine Frank says, "I think that's a reasonable
[policy] because it puts us really, really low in com-
parison to the rest of the country." Paul Gattone, the
attorney for the Arizona student plaintiffs, says, "We're

getting as far away from that constitutional mandate as
we possibly can."67

Lawsuits by students protesting tuition and fee hikes
- even in states without constitutional mandates for a
free university education - also are pending in Califor-
nia and Maryland.68 It is not unprecedented for tuition
suits to succeed. In January 2003, the Missouri Univer-
sity system lost a student tuition suit based on a 191 cen-
tury state statute prohibiting their schools from charg-
ing tuition. The statute was repealed in 2001, but the
university may be forced to pay up to $450 million in
damages plus interest for violating the statute between
1986 and 2001.69

Tuition policy also has been an issue for public
university leaders in other states. The authority to set
tuition and fees at constituent institutions is among the
responsibilities granted to many state higher education
boards. The Center's research indicates that 23 higher
education consolidated governing boards throughout
the nation (including the UNC Board of Governors)
have this power. In addition, 11 regulatory coordinat-
ing boards also have responsibilities in this area. Some
are empowered to set tuition and fee  policies  in their
states but not actual tuition  rates  (such as the Colorado
Commission on Higher Education), while others (such
as the Kentucky Council on Postsecondary Education)
can set tuition rates.70 In Arizona, which, like North

-continued
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Hi, my name is Joanna and my life is affected by the budget cuts and tuition increases of

N.C. Universities. College is a privilege, and one that comes with a hefty cost. I know that I

am grateful for my college experience, but feel very stressed by the pressures of tuition

increases and budget cuts. My father died three years ago and my mother has physical

handicaps. My mother does the best she can, but we are both very dependent on the grant

money that I receive. I could not imagine my education continuing if my funding was cut and

if 1 had to come up with that additional expense, not to mention an increase in tuition. I know

that one of the appeals of Appalachian State University is that students are offered an

excellent education at a reasonable price. If this school continues to face tuition increases,

not only will the morale of financial victims decrease, but the morale of the school  as  a whole

will  decrease ...  and the reputation of this fine University will suffer. What overall price is a

University willing to pay for inflicting unnecessary increases upon its student body?

- BY JOANNA CONNER,  FRESHMAN AT APPALACHIAN STATE UNIVERSITY IN THE PERSONAL STORIES PROJECT; FACES,  NOT NUMBERS,

A 417-PAGE REPORT PRODUCED BY THE UNC ASSOCIATION OF STUDENT GOVERNMENTS TO EDUCATE
THE BOARD OF GOVERNORS AND THE LEGISLATURE ABOUT THE IMPACT OF TUITION INCREASES AND BUDGET CUTS ON STUDENTS

Chapter 4 103



Sidebar 4.1

Two Takes on Jlfltidlln and State S ppflrt f oir P h l c UIMWer sf es

L 000200  Me flap C o&I 9  in C uuvm2oa J OD}y do QC'adue4,f Mean

n considering tuition proposals for 2004-05, the
UNC Board of Governors is striving to strike a bal-

ance that ensures affordable access to our 16 cam-
puses for North Carolina residents and sustains aca-
demic excellence.

Low tuition without high quality is no bargain.
Tuition decisions are among the hardest facing

the governing boards of public universities, and right-
fully so. Higher education has never been more im-
portant to our economic future, and funding decisions
we make now will affect our state's educational
progress for years to come.

As chair of the Board of Governors, I have spent
a considerable amount of time traveling to our cam-
puses and talking with faculty, students, administra-
tors, and staff. I have seen and heard compelling evi-
dence of the erosion of quality that is occurring in
our University at an unacceptable pace. Based on this
experience and after reading hundreds of student an-
ecdotes compiled by the UNC Association of Student
Governments, I am convinced that the quality of a
UNC education is now at risk. In a sense, this tu-
ition debate is really about whether we are going to
permit the erosion of the quality of public higher edu-
cation in this state.

Over the past three years, University-wide enroll-
ment has grown by more than 20,000 students, to
183,000. That is akin to adding the student body of
East Carolina University, along with the faculty and
student services needed to support it. Nearly 7,000
additional students are expected to enroll this fall.

While the Governor and the General Assembly
have provided funding for enrollment growth, in-
creased need-based financial aid, and other Board
priorities in recent years - and we are very grateful
for that support - these new funds have been largely
offset by cuts elsewhere in the University's budget
and by required reversions and withholdings.

During this time of dramatic growth, the state dol-
lars we have had available to spend per budgeted stu-
dent have actually dropped by about 8 percent, or $700
per student, resulting in larger classes, fewer course sec-
tions, and disruption of students' graduation schedule.

We know that many students and their families
have been hard hit by the state's struggling economy.
We are all in agreement that tuition should not be-
come a major source of funding public higher edu-
cation in this state. That is why the Board of Gover-

nors called for a one-year freeze on tuition rates last
year, even in the face of growing enrollment demand
and repeated state budget cuts. The legislature ulti-
mately imposed a 5-percent increase.

According to the latest national statistics, in
2003-04 UNC tuition and fee charges for in-state stu-
dents actually became more affordable relative to peer
institutions across the country. These findings are
consistent with a recent study by the State Education
Assistance Authority, which concluded that despite
rising tuition, the University remains affordable for
North Carolina residents.

The creation and expansion of the UNC Need-
Based Aid Program is largely responsible for this de-
velopment. In approving previous campus-initiated
tuition increases, our Board has insisted that adequate
need-based aid be set aside to offset the impact of
higher tuition on needy North Carolina students.

The quality of a university is built on its faculty,
and the lack of state funding for salary increases in
recent years has placed UNC at a growing competi-
tive disadvantage. The tuition sought by our campuses
this year to support faculty salaries would not even
bring us to the average of our peer institutions, and
our faculty benefits also lag far behind those offered
by our peers.

Clearly, we will be hard pressed to maintain the
quality of education that North Carolinians expect
and deserve without additional revenues.

We agree wholeheartedly with Governor Easley
and others that salary funds and other basic support
for UNC should come from the state's General Fund.
While we are hopeful that North Carolina may be in
a better fiscal position in 2004, there is little hope that
the state can meet all our needs in another tight bud-
get year. In fact, within the past two weeks the state
budget office has asked the University to provide sce-
narios of how we would exact permanent cuts to our
operating budgets of up to 3 percent, or approxi-
mately $50 million.

One thing is certain. If North Carolina is to re-
build and strengthen its economy, it cannot afford to
lessen its historic commitment to affordable access
to our 16 campuses, and it cannot afford to let the
quality of a UNC education erode further. Low tu-
ition without high quality is no bargain.

- J. Bradley Wilson, Chair of the UNC Board of Governors
op-ed piece printed  in The News & Observer

of Raleigh on February 24, 2004
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Letter to the Editor :  UNC's Funding Gains by David McCoy

In response to Wilson's op-ed piece, the State Bud-
get Officer for Gov. Mike Easley wrote the follow-

ing letter to the editor and distributed a 10-point fact
sheet to the press. The letter to the editor appeared
in the March 4, 2004  The News & Observer.

UNC Board of Governors' Chairman Brad
Wilson's Feb. 24 Point of View article "A tuition hike
for quality in education" could give readers the in-
correct impression that our university campuses have
been denied necessary resources in the past few years.
University resources overall, from state funds, tuition
and fees, actually increased by $252 million from
1999-2000 to 2002-03, an increase of 12 percent, or
roughly the same as enrollment increases.

As Wilson correctly noted, Gov. Mike Easley and
the General Assembly have provided full support for
campus enrollment increases and need-based finan-
cial aid. There have been some budget cuts that off-
set some of these investments, although far less than
those made in other state agencies. State leaders also
gave full flexibility to the university system to decide
how to manage its budget in ways that would not af-
fect the core mission of teaching, research and serv-
ice. We all must embrace the need to become more
efficient.

The unprecedented $3.1 billion bond issue for
new higher education construction contracts also re-
quires $72 million in annual debt service - just for
the universities alone. This amount is not included
in the universities' budget and represents additional
funding the governor believes is vital to meet criti-
cal needs. The governor is keeping the commitment
to build these classrooms and labs on schedule.

North Carolina ranks fifth nationally in state
funding support for higher education, and faculty pay
ranks 10 percent above the national average.

The governor will continue to support sufficient
funds for higher education, but not revenues gener-
ated through substantial tuition increases on North
Carolina students. We rank in the top six in the na-
tion in our college-going rate of high school seniors,

A strong university system is crucial to our eco-
nomic future. The governor and the General Assem-
bly welcome the challenge to do more. However,
overstating the case for increased funding based on
partial information is not useful.

-David McCoy, State Budget Officer

under Gov. Mike Easley

"UNC Budget Story:
The Entire Context"

1.

2.

3.

4.

5.

6.

7.

8.

a strength that is imperative in the global economy. 9.
Our campuses are ranked as "best values" in America. 10.
We must keep it that way, and we cannot jeopardize
access through making education unaffordable.

Overall, total UNC actual spending climbed from
$2.024 billion in 1999-2000 to $2.276 billion in
2002-03.
Chapel Hill has increased spending from $288
million to $326 million and NC State has in-
creased spending from $355 million to $400 mil-
lion over this time frame.
Total spending from appropriations increased very
slightly from $1.525 billion to $1.554 billion over
the time period. This is the net increase, which
more than offsets the $300 million-plus in "cuts"
that has been described by some university offi-
cials and repeated in the media.
Appropriations in 2002-03 accounted for 68 percent
of total UNC budget. There is no danger of the spec-
tre of "state-supported" versus "state-funded"
NC ranks 51 nationally in state tax dollars as a
percent of the state economy in support of higher
education.
UNC tuition remains 30 percent below national
norms.
UNC faculty salaries are 10 percent above na-
tional average.
According to the  Chronicle [of Higher Education]
and SREB [Southern Regional Education Board],
appropriations have increased for 2003-04, unlike
most southern states.
Spanish enrollment is up, not down.
Debt service for the University bonds now totals
over $90 million annually.

-State Budget Office
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Sidebar 4.2

Fees Another Key Part of Costs for Students

I
uition is not the only cost of a college education.
Fees also are part of the cost and also controlled

by the Board of Governors .  Recently ,  the mandatory
student fee to support college sports has been in con-
troversy.  In 2005 , thirteen UNC  campuses sought in-
creases in student athletic fees . UNC-Chapel Hill
initially asked for a fee increase of $150 per student
over two years to support sports programs other than
football and men 's basketball ,  the revenue -producing
sports.  UNC-Pembroke  asked for a $140 fee increase
so that it could start a football program.  Winston-
Salem State wants to move from Division II to Divi-
sion I competition in the  NCAA (National Collegiate
Athletic Association ).  And, East Carolina University
wants to create more scholarships for women. As of

2006, student athletic fees ranged from $0 at the N.C.
School of the Arts, which has no sports programs, to
$198.50 at UNC-Chapel Hill, to $528 at UNC-
Asheville. Student athletic fees are usually lower at
universities with large money-making football and
basketball programs. UNC-Chapel Hill and N.C.
State University have the lowest fees in the UNC
system and lowest of the public institutions in the
Atlantic Coast Conference.* At its March 2005 meet-
ing, the Board of Governors passed a student athletic
fee increase for UNC-Chapel Hill from $98 to
$198.50 and granted fee increase requests which
ranged from $7 to $80. In April 2005, the Board
granted a $140 for increase for UNC-Pembroke to
start a football team.

Athletics  Fee Increases, February 2005

2005-06
Fee

2005
Increase

Percent Increase
Over 2004-05

Appalachian State University $364 $13 4%

East Carolina University 386 50 15

Elizabeth City State University 338 7 2

Fayetteville State University 273 0 0

N.C. A&T State University 391 15 4

N.C. Central University 345 25 8

N.C. State University 94 0 0

UNC-Asheville 528 45 9

UNC-Chapel Hill 198.50 100 102

UNC-Charlotte 400 35 10

UNC-Greensboro 376 15 4

UNC-Pembroke 511 140 38

UNC-Wilmington 360 17 5

Western Carolina University 448 20 5

Winston-Salem State University 416 80 24

* Jane Stancill, "UNC-CH  seeks  big increases,"  The News & Observer,  Raleigh, N. C.,  January 28,  2005, p. IA, and Stancill,

"(INC schools seek higher athletics fees,"  The News & Observer,  Raleigh, N.C., February 20, 2005, p. 12A.

Source:  UNC Board of Governors

-continued from page 102

Carolina has a consolidated governing board for higher
education, the Board of Regents is authorized to set
tuition and fees at its constituent institutions. Accord-
ing to Marsha Arzberger, the Arizona board's assistant
for special projects, this power is one of the board's
major strengths and it "ensures statewide equity and
access and is popular with the public."" However, in

Wisconsin, which also has a consolidated governing
board for higher education and has powers similar to
the UNC Board of Governors,72 university Board mem-
bers have felt constrained by legislative reluctance to
raise tuition. "There is a proposal in our current bud-
get to give the board more authority over tuition," says
Judy Temby, Secretary to the Board of Regents of the
University of Wisconsin system.
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D. Powers Not Fully Utilized by the
UNC Board of Governors

The interviews and research for this report uncovered at
least two examples of powers and responsibilities that
the UNC Board of Governors has but is not fully utiliz-
ing. One is the Board's statutory mandate to be the
planning agency for  all  of higher education - not just
public universities - and the other is the Board's au-
thority to terminate unnecessary academic programs.

1. The Power To Develop a Coordinated
System of Higher Education in N.C. and
a Long-Range Plan

The Center's research shows that 43 state higher
education governing boards have authority to conduct
master planning for higher education. In fact, the

Center's previous research shows that centralized mas-
ter planning for higher education systems is a primary
reason states create higher education boards and plan-
ning agencies.73 This responsibility may be specifically
expressed as "master planning," or expressed more gen-
erally in language suggesting an overall responsibility
for planning and coordination. Another approach used
by some states is to charge higher education boards with
setting statewide higher education priorities.

Statutes granting authority to plan for higher edu-
cation vary in the amount of power and responsibility
they give to the respective boards. For example, the Ar-
kansas Higher Education Coordinating Board is respon-
sible for "directing an integrated program for defining,
popularizing, and securing acceptance of the major goals
and objectives of higher education in Arkansas and for
relating them to the state's various problems."74 In Cali-
fornia, the Postsecondary Education Commission, an ad-
visory coordinating board, is not responsible for setting
state higher education priorities  per se,  but the
commission's education policy recommendations "shall
be a primary consideration in developing state policy and
funding for postsecondary education."75

m

TUITION FEES!

E
o

UI

The North Carolina statute says, "The Board of
Governors shall plan and develop a coordinated system
of higher education in North Carolina" and that the
Board, in consultation with representatives of the State
Board of Community Colleges and of the private col-
leges and universities, "shall prepare and from time to
time revise a long-range plan for a coordinated system
of higher education." It is also the Board's statutory duty
to "maintain close liaison with the State Board of Com-
munity Colleges, the Department of Community Col-
leges System Office, and the private colleges and uni-
versities of the State."76

There are extensive joint efforts which require plan-
ning between the community colleges, the community
college system office, and UNC. (1) The general articu-
lation agreement is one manifestation of this, as are the
ongoing discussions of the Transfer Advisory Commit-
tee to improve the process for students transferring from
community colleges to universities. To date, 21 private
and independent colleges have joined the articulation
agreement, and they are consulted if changes need to be
made. (2) There is an annual joint meeting of the boards
of the community colleges, the private and independent
colleges, the Department of Public Instruction, and
UNC, where common issues are addressed and dis-
cussed. More recently, the community college board and
the Board of Governors have established a joint task

force to explore further opportunities for cooperation.
(3) The College Foundation of North Carolina website
(wwwcfnc.org)  provides common access to information
and admissions for the 111 institutions of higher edu-
cation in North Carolina. This approach has been agreed
upon by all public universities, community colleges, and
private and independent colleges in North Carolina. This
was a coordinated planning and development effort ini-
tiated by UNC to expand access to college in N.C.
(4) UNC and the North Carolina Community College
System have concluded joint discussions to articulate a
number of degree programs for fully online delivery, so
the community colleges would provide the first two
years online, and the UNC campuses will provide the
second two years, including the upper division major
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online.  (5) There are a growing number of joint aca-
demic and research centers and institutes that span UNC,
independent, and community college campuses.
(6) There is growth in "2+2 programs" offered by UNC
institutions on community college campuses. (7) And,
a number of joint degree programs exist. These are but
a few examples of the ways there is coordinated plan-
ning among  different sectors of public higher education
and with the private and independent colleges and uni-
versities. But none of these comes close to providing
"a long-range plan for a coordinated system of higher
education" as required by statute.

Concerning the UNC Board of Governors' infre-
quent exercise of its master planning duties for all of the
state's higher education institutions, former Board of
Higher Education (which existed before 1972 in North
Carolina) Director Cameron West notes that there are
few extensive studies conducted by the Board of Gov-
ernors of statewide educational resources that include the
community colleges and private schools. He says, "The
Board [of Higher Education] did a lot of things because
it looked at the totality of higher education. I think the
Board of Governors can do the same. But you're going
to have to have stronger leadership to take a total view."77

John Sanders is the former director of the Institute
of Government at UNC-Chapel Hill, a former Vice Presi-
dent for Planning for the 16-campus system, and was
elected in 1999 to fill an unexpired term on the Board
of Governors. He says planning for all of higher edu-

Rumors  !about severe  budget  cuts that

will affect faculty  have been rampant

every April for the past five years,

although this year's have been
particularly  persistent and virulent.

Still, ;the• fact is  that  every year the

legislature has threatened deep cuts

in : higher  education . And every year

a high -powered  education  task force

i serit'to.the  capitol to  lobby the

legislatu re for  increased spending.

lEvery year  accusations are leveled,
editorials ii written . Every year the

threatened  budget cuts are

implemented,  then at the  last fiscal

moment  money  is found and the

budget' 1 j most of it -  restored.

ill
RICHARD RUSSO

STRAIGHT MAN

cation would require the Board of Governors to "coor-
dinate community colleges and private institutions. It
has never done that because the private and community
colleges don't want to be coordinated." In addition,
Sanders says UNC's past attempts to deal with funding
requests from private institutions have made the Board
of Governors reluctant to carry out its broader planning
responsibility - at least as it involves private higher
education. According to Sanders, "[I]t does not matter
how many community colleges or private colleges and
universities North Carolina has, or how many students
they enroll, or how much money they spend. The Board
of Governors has no authority with respect to either set
of institutions, it has never sought to exercise authority
over them, and any effort to do so would be summarily
rejected by those institutions (and probably by the Gen-
eral Assembly as well).""

Yet since 1971, the N.C. General Assembly has pro-
vided funds to private colleges and universities in North
Carolina based on the number of state residents they
enroll.79 According to A. Hope Williams, President of
the 36-member N.C. Independent Colleges and Univer-
sities, the funds are appropriated through the private in-
stitutions to the students. "Rather than writing 34,000
checks to students, the state writes the checks to the col-
leges and universities to be credited to student accounts"
Until 1983, requests for state funds from private schools
were reviewed by the UNC Board of Governors. That
duty was assigned to the university Board as part of the
restructuring act of 1971, along with other responsibili-
ties  that had been given to the old State Board of Higher
Education - a regulatory agency that was abolished by
the restructuring legislation in 1971.

There are two state-funded programs of financial as-
sistance to students attending private colleges in North
Carolina - both of which are restricted to state residents
enrolled in undergraduate programs at private, nonprofit
colleges.81 The first of these programs, the North Caro-
lina Legislative Tuition Grant program , provides
$1,800 to full-time  students  in a grant credited to the
student's account.B1 Says Williams, "The Legislative Tu-
ition Grant Program is provided for all North Carolina
students under the same philosophy as the state subsidy,
which is provided for all students in the state university
system."

The second program works differently. The State
Contractual Scholarship program  provides $1,100 to
the  institution  for each North Carolina student enrolled
full-time in undergraduate courses at each college.82 The
funds are paid directly to the college and not to the stu-
dent in the form of vouchers. Each school uses the pool
of money to award need-based scholarships to North
Carolina residents. In 2002-03, the legislature appro-
priated $78,570,866 to the UNC System for distribution
to 37 private colleges under these two programs. The
$14.7 billion state budget enacted by the 2003 General
Assembly for FY 2003-04 added $2.8 million to the
Governor's recommendation of $80.6 million for a to-
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tal of $83.4 million in state financial aid for undergradu-
ate students who are state residents and attend private
colleges in North Carolina.83 (See Table 4.6 for actual
2002-03 disbursements to each institution.)

However, to the relief of UNC officials, in 1983 the
legislature repealed the requirement that the Board of
Governors review all requests by private colleges and uni-
versities for state aid.B4 Says John Sanders, "The Board
of Governors for 20 years advised the General Assem-
bly on aid to the private institutions and their students
and was consistently ignored, so it asked to be relieved
of the futile duty." In his book,  The Multicampus
University of North Carolina Comes ofAge, 1956-1986,
Arnold King, a former UNC-CH professor and adminis-
trator, describes the difficult and acrimonious discussions
generated by that review process. King writes, "Each
time the private institutions filed a request with the Board
of Governors, they asked the Board to support their ob-
jective of a tuition grant for each of their students in an
amount equal to 50 percent of the `subsidy' the state gave
on an average to each undergraduate student enrolled in
a public senior college or university."85 Because of the
competition for state funds for higher education, former
UNC President Friday says the public university Board
could never be perceived as an objective planning agency
by private colleges and universities. "You can do statis-
tical studies, but if you ever say anything, you create ill
will," says Friday.

Hope Williams, President of the 36-member North
Carolina Independent Colleges and Universities, agrees.
She believes it would be difficult for the Board of Gov-
ernors to try to plan for all of higher education because
of the difficulty of satisfying the requirements for a long-
range plan while recognizing the legal and fiduciary au-
thority and the responsibility of the other sectors of
higher education in North Carolina to be self-governing.
She notes that while the Board of Governors does a good
job of "setting the context" for educational planning in
all sectors by conducting annual studies of enrollments,
tuition, and other aspects of public and private univer-
sities, "it could be difficult for them to actually plan for
community colleges and private schools because they are
chosen to represent the [public] university system." In-
stead, Williams believes the Education Cabinet created
in 1993 by the legislature86 provides the best forum for
cooperative planning efforts between public and private
universities. The Cabinet is composed of the UNC
President, state Superintendent of Public Instruction,
Chair of the State Board of Education, and President of
the state Community College System and is chaired by
the Governor. The 2001 General Assembly changed the
status of the President of the North Carolina Indepen-
dent Colleges and Universities by adding her to the statu-
tory membership of the Cabinet;" previously, represen-
tatives of that private higher education organization were
"adjunct members" of that body. "The Education Cabi-
net provides an important structure for discussions about
all of education in North Carolina," Williams says. "It

is the one entity on which the Governor and leaders of
all of the education sectors in the state and, therefore,
all perspectives are represented."

H. Martin Lancaster, President of the North Caro-
lina Community College System, which consists of the
59 two-year community colleges in the state, has pointed
out that the UNC Board of Governors has much more
power over its respective institutions than the commu-
nity colleges board. Lancaster wrote the Center,
"[Whereas the Board of Governors of the University of
North Carolina] is truly a governing board with signifi-
cantly centralized powers in the office of the president
of the University and General Administration ... the
Community College System is very decentralized with
almost all governing authority reposed in the local Board
of Trustees."88 And, some of the more important dis-
tinctions between these systems are worth noting, says
Lancaster. "[The president of the UNC System] has
authority to hire and fire chancellors; I do not. Boards
of Trustees [of the community college system] choose
their presidents with little input from the State Board and
the State President. The Board of Governors receives a
lump sum appropriation with little categorical funding
and distributes those funds to the constituent campuses
of the university with broad discretion. Funds are allo-
cated to the various community colleges on a formula
basis with almost no discretion in the State Board and
unlimited discretion in the local president and board in

Private Salem College in 1940,  Winston-Salem, N.C.
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"The Education Cabinet provides an important

structure for discussions about all of

education in North Carolina. It is the one

entity on which the Governor and leaders of all

of the education sectors in the state and,

therefore, all perspectives are represented. "

- HOPE WILLIAMS

PRESIDENT OF THE 36-MEMBER NORTH CAROLINA

INDEPENDENT COLLEGES AND UNIVERSITIES

how those funds will be used once they arrive on the
campus ... [And the] State Board [of Community Col-
leges] has no involvement in choosing the local boards
as opposed to the authority of the Board of Governors
to choose trustees for the individual universities."89

While there is less eagerness to revive the Board of
Governors' role in reviewing funding requests from
North Carolina private colleges and universities, many
current and former Board members believe the UNC
Board of Governors should be more involved in plan-
ning discussions with private colleges and universities,
particularly in light of a projected enrollment boom for
all of higher education that will rival the growth that
occurred in the 1960s and 1970s. A 1998 study by a
UNC task force estimated that the 16 campus UNC sys-
tem will need to accommodate more than 48,000 addi-
tional students by the year 2008.9° Those projections
were confirmed by estimates from the U.S. Department
of Education that North Carolina will have 79,000 high
school graduates in 2010, compared with 62,000 in
2000.91 An analysis prepared by the Western Interstate
Commission on Higher Education in 2003 projects that
North Carolina institutions will face a 31.4 percent in-
crease in the number of public high school graduates by
2017.92 Williams says, "North Carolina enrollment at
independent colleges and universities increased by
12.6% from 1999 to 2003." She says that private higher
education can help relieve the pressure on the public
university system in the decades ahead. "Many of the
independent colleges and universities still have or are
continuing to increase capacity to help meet the demand
of North Carolina enrollment. Even those institutions
that are not expanding [their] total enrollment would like
to have more North Carolina students."

Despite tensions over the issue of state appropria-
tions to private schools, there have been cooperative ef-
forts between the public university system and private
colleges and universities in North Carolina. Among the
most significant joint ventures cited by King in his book
are the development of Research Triangle Park (involv-
ing public UNC-CH and N.C. State and private Duke
University), the North Carolina Center for the Advance-

ment of Teaching (which has received principal private
assistance from Greensboro's Guilford College), and the
nine Area Health Education Centers, which link medi-
cal schools at public (UNC-Chapel Hill and East Caro-
lina University) and private (Wake Forest and Duke) uni-
versities.93 Another small but innovative program
increasing collaboration between public and private
higher education is the Robertson Scholars Program.
The program, funded by a $24 million dollar endowment
gift from Julian and Josie Robertson, whose sons at-
tended UNC-CH and Duke University, works to foster
increased collaboration between Duke and UNC-CH by
creating an undergraduate scholarship program in which
half of the 30 scholars each year will matriculate at
UNC-CH and half at Duke University but will take
classes and participate in activities on both campuses.

A Comprehensive Articulation Agreement (man-
dated by the 1995-96 General Assembly) has eased stu-
dent transfers from community colleges to public uni-
versities. The 59 community colleges adopted the same
semester system used by four-year universities, as well
as a standardized course catalogue and common course
library. At the January 14, 2005 meeting of the Board
of Governors, President Molly Broad announced that
6,800 students had transferred successfully from com-
munity colleges to public universities during academic
year 2003-2004, a growth rate of 27 percent. Only 38
students were unsuccessful.

Aid to Students Attending

Private Colleges

G There  are two state-funded programs that
assist students attending private colleges:

- Legislative Tuition Grant  (LTG): $1,800
per full -time  N.C. resident  attending private
college

- State Contractual Scholarship Fund
(SCSF): $1,100 per FTE  N.C. undergradu-
ate student for need-based aid

o The $51.3 million in Legislative Tuition
Grants aided 31,413 resident students in 37
private colleges in FY 2003-04.

o The $36.2 million in State Contractual
Scholarship Funds aided 13,420 resident
students with an average grant of $2,518 in FY
2003-04.

Source:  Fiscal Research Division, N.C. General Assembly
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Table 4.6

2002- 03 State Disbursements to Private Colleges and Universities in North Carolina
for State Contractual Scholarship Program and Legislative Tuition Grants

Private

State

Contractual
Legislative

Thition

College or University City Scholarship ($) Grant ($)

1. Barber Scotia College* Concord $382,800 $574,539
2. Barton College Wilson 855,251 1,151,064
3. Belmont Abbey College Belmont 546,151 727,786
4. Bennett College Greensboro 143,000 219,729
5. Brevard College Brevard 300,575 431,742
6. Cabarrus College of Health Sciences Concord 242,551 278,703
7. Campbell University Buies Creek 4,049,356 4,385,376
8. Catawba College Salisbury 1,120,351 1,677,066
9. Chowan College Murfreesboro 369,051 554,497

10. Davidson College Davidson 348,700 551,886
11. Duke University Durham 946,000 1,469,538
12. Elon University Elon 1,244,100 1,907,481
13. Gardner-Webb University Boiling Springs 1,906,300 2,587,272
14. Greensboro College Greensboro 605,825 924,099
15. Guilford College Greensboro 862,951 1,205,034
16. High Point University High Point 1,640,925 2,193,687
17. Johnson C. Smith University Charlotte 370,675 544,194
18. Lees-McRae College Banner Elk 485,651 742,341
19. Lenoir-Rhyne College Hickory 967,175 1,344,642
20. Livingstone College Salisbury 601,151 899,247
21. Louisburg College Louisburg 322,300 483,285
22. Mars Hill College Mars Hill 807,400 1,164,426
23. Meredith College Raleigh 1,706,925 2,413,545
24. Methodist College Fayetteville 1,257,305 1,520,719
25. Montreat College Montreat 745,251 1,113,519
26. Mount Olive College Mount Olive 1,599,951 2,025,938
27. North Carolina Wesleyan College Rocky Mount 1,212,200 1,565,298
28. Peace College Raleigh 602,525 913,743
29. Pfeiffer University Misenheimer 821,975 1,253,573
30. Queens University of Charlotte Charlotte 487,851 519,502
31. Saint Augustine's College Raleigh 729,575 1,082,787
32. Salem College Winston-Salem 541,200 728,307
33. Shaw University Raleigh 1,714,351 2,449,023
34. St. Andrews Presbyterian College Laurinburg 299,751 434,856
35. Wake Forest University Winston-Salem 1,188,551 1,817,484
36. Warren Wilson College Swannanoa 147,951 221,033
37. Wingate University Wingate 796,125 1,195,232

$32,969,727 $45,272,192

* Barber Scotia College is no longer a member  of N.C.  Independent Colleges and Universities .  The school lost
its accreditation and will lose state funding.

Note:  This  table reflects actual disbursements to the institutions totaling $78,241,919. The 2002-03 certified
state budget contained appropriations of $78,570,866 for  these programs and is available online from the
Office of  State Budget and Management  at  http: //www.osbm .state.nc.us.

Source:  Office of  the State  Auditor, "Report on Private Organizations Receiving State Funds For the Fiscal
Year Ended  June 30 , 2003."  Available online at  http:// www.ncauditor.net.
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In February 2005, President Broad and Community
College System President Martin Lancaster also began
a listening tour together across the state, focusing on the
future of higher education and job training needs. Called
the "Staying a Step Ahead" initiative, this came in re-
sponse to a request from the 2004 General Assembly to
conduct "a comprehensive study of the mission and edu-
cational program needs for the University System and
the Community College System."94 The assessment was
prompted by a net loss of 189,100 manufacturing jobs
in North Carolina since 2000 and.is designed to "ensure
that the State's citizens are academically prepared and
equipped for current job opportunities and jobs of the
future in North Carolina's growing knowledge
economy." A final report was due in December 2005.

While relationships between the UNC Board of
Governors and leaders of the state's community college
system historically have been positive, some state edu-
cational leaders say the university Board could do more
to strengthen cooperative planning efforts with that sys-
tem as well. James Owen, President of Piedmont Com-
munity College in Roxboro, wrote in a January 1999
newspaper column that "a plan that would serve a por-
tion of the projected [enrollment] growth through the
community college system would save the state a great
deal of money and serve many students closer to
home."95 Similarly, David J. Whichard II, Chairman of
The Daily Reflector  in Greenville, who served on the
UNC Board of Governors from 1973 to 1989 and later
was a campus trustee at UNC-Chapel Hill until July
1999, sees a need for more collaboration among all sec-
tors of higher education. "We've got to increase the
number of college-age students going to college. We've
always lagged behind the nation on that," he says.
"We've got to look at the educational system as a carry-
through almost through to graduate school. And that's
more than just the university system involved."

2. The Power To Add New Academic
Programs or Terminate Unnecessary
Programs

The UNC Board of Governors is responsible for cre-
ation and termination of degree granting programs
throughout the University. The process for planning a
new academic program is initiated at an individual con-
stituent institution and is then forwarded to the UNC
Senior Vice President for Academic Affairs, who, de-
pending on the type of program, either notifies or seeks
approval from the Board of Governors' Committee on
Educational Planning, Policies, and Programs. The Vice
President seeks approval from the committee for the
institution to plan doctoral and first professional pro-
grams, but merely notifies the committee if the campus
is planning a new undergraduate, masters, or a non-
degree-granting academic program. The campus seek-
ing to create a program then follows a prescribed plan-
ning process. After the planning process is complete,
any creation of a degree-granting program must be ap-
proved by the Board of Governors. Modification of ex-
isting degree-granting programs or creation of other pro-
grams may require approval by an institution's
Chancellor, the UNC Senior Vice President for Aca-
demic Affairs, or the State Board of Education. Termi-
nation of degree-granting programs requires approval by
the Board of Governors.

The Board of Governors received mixed reviews
from people interviewed for this report on how well it
has exercised its power to prevent duplication and ter-
minate unnecessary academic programs. Former UNC-
Chapel Hill Chancellor Paul Hardin believes the Board
has not been effective in this area. Hardin served on the
Board of Higher Education in New Jersey in the years
before it was abolished under restructuring legislation
signed into law by former Gov. Christine Todd Whitman
in 1994. That board served a coordinating function and
had less power over academic programs than North
Carolina's Board of Governors, says Hardin. Neverthe-
less, he says, "The New Jersey board was tougher and
more stringent on program approval than North
Carolina's, so it has seen a little less proliferation of
expensive graduate programs than North Carolina."

Hardin says the UNC Board of Governors took a
positive step in 1995 when it carefully defined missions
for each of the system's 16 campuses with an eye to lim-
iting the spread of academic programs that were not in-
tegral to those missions.96 `But mission creep is a fail-
ing of almost every institutional head," he adds. "The
problem has to do with the over-emphasis on legislative
control, rather than control by the Board of Governors"
over programmatic missions for UNC institutions. Like-
wise, an issue paper on academic program planning pre-
pared for the 1991-1993 North Carolina General Assem-
bly Government Performance Audit Committee by Eva
Klein and Associates found that the General Assembly
"can influence the Board of Governors' decisions on

112 PART 10 The Powe rs and Duti es of the  UNC  Board of Governors



"But mission creep is a failing of

almost every institutional head. "

- PAUL HARDIN

FORMER UNC-CHAPEL HILL CHANCELLOR

program additions and eliminations" and that "the demo-
cratic process itself plays a role in the expansion of pro-
grams." The report recognized that the General
Assembly's influence may "undermine the Board's abil-
ity to rationalize delivery of UNC services," while oth-
ers argue that "since responsibility for initiating pro-
grams lies with institutions, the General Assembly,
representing the state's interests, must step in when in-
stitutions fail to take the lead in identifying a priority."97

President Broad strongly disagrees with Hardin's
view. "We are not victims of mission creep in North
Carolina," she says. "One of the great advantages of
having a university that covers distinctive missions is

President Molly Broad and Board member John W. Davis
at a meeting in Chapel Hill.

F

that over the long haul, there can be changes that respond
to the needs of the state. None of us can predict how
universities will evolve and how the state and its needs
will evolve." The real problem is not that UNC cam-
puses have too many similar academic programs but that
some of those programs are underfunded, Broad says.
She adds, "Mission differentiation has to be followed by
funding differentials." Former N.C. Central University
Chancellor Julius Chambers goes one step further. He
believes the Board of Governors should play more of a
role in developing missions for each campus that define
their respective roles within the overall university sys-
tem, rather than the current focus on missions that re-
late only to a particular campus. "Program assignment
is a part of governance," he says. "The question is how
do you do it, and how can you do it without consider-
ing what the historical roles of institutions have been?"

Former UNC-General Administration Vice President
and former UNC Board of Governors member John
Sanders also believes that the Board has "done well" in
terms of program allocation. "It [the Board of Gover-
nors] has been able to strengthen some of the weaker
institutions by approving new programs and seeing that
there were the resources there to run those programs ef-
fectively and discouraging some initiatives that the in-
stitutions were not prepared to carry out," says Sanders.

Duplication of academic programs among North
Carolina's universities was one of the reasons the 16-
campus system was created. In 1971, the Report of the
Governor's Study Committee on the Structure and Or-
ganization of Higher Education noted that during the
1969-70 academic year, 44 percent of masters programs
offered by Tar Heel universities had produced no gradu-
ates, while at the doctoral level, nearly one-third of pro-
grams had produced no graduates. The report con-
cluded, "The emphasis under the present system is on
what each institution considers to be its needs, which
are not necessarily synonymous  with statewide  goals,
needs and priorities.""

The UNC Board of Governors has taken steps in the
past to eliminate unproductive and outdated academic
programs. Pursuant to a 1993 legislative mandate, the
Board cut or consolidated 143 of almost 1,200 degree
programs in 1996. And in January 1997, the Board
moved to close 13 university-sponsored public-service
institutes and research centers. "In retrospect," said Roy
Carroll, UNC system senior vice-president for academic

-continued on page 119

"We are not victims of mission creep

in North Carolina"

- MOLLY BROAD

PRESIDENT, UNC SYSTEM
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Sidebar 4.3

Measures  oT College-Going Rates fo r°
North  Carolina  and the U.S.

tstorically, North Carolina has lagged behind the
nation in participation in higher education, a dis-

parity which widened in the mid-1990s but which, by
multiple indicators, has shown  signs  of improvement.
"This is a source of great pride to me," said UNC Presi-
dent Molly Broad in 2003, touting a record percentage
of recent N.C. high school graduates attending UNC
campuses.' While the overall percentage of North Caro-
linians  attending college has met or exceeded the na-
tional  average recently, the percentage of low-income
North Carolinians participating in higher education re-
mains below the national average. The measure of
higher education participation which has received the
most public discussion in North Carolina is the "college-
going rate." There are a variety of measures used to
evaluate college-going rates.

The National Center for Educational Statistics pro-
duces the most widely accepted figures of the national
college-going rate. (See Table 4.7: National College-
Going Rates, 1960-2002.) The national college-going
rate estimate is derived by combining enrollment figures
from individual colleges with survey data from the U.S.
Department of Labor and as a result, is subject to a sta-
tistical margin of error and it cannot be disaggregated
to component units such as states or individual schools.2
For the most recent year available (2002) the national
college-going rate for high school graduates was 65.2
percent. The highest marks on this measure since 1960
were achieved in 1997, when the rate peaked at 67 per-
cent, while the lowest rate in that time period was 45
percent in 1963. For the most recent 10 years, this
measure has ranged from 61.7 percent to 67 percent.

On a state level, the college-going rate is usually de-
fined as an estimate of the percentage of high school

graduates who enter a degree-granting program at an ac-
credited two- or four-year institution within a year of
completing high school. For state policymakers, the
value of knowing the state college-going rate is being
able to decide whether the state's citizens have an ap-
propriate level of access to higher education and being
able to react affirmatively to trends. For instance, law-
makers can respond to a downward trend in the college-
going rate by questioning whether the decline is caused
by inadequate preparation of students for college by
public schools or by insufficient provision of educational
facilities at the university or the community colleges -
separate problems, but each with a concrete solution that
lawmakers can prioritize appropriately. Lawmakers also

can use the college-going rate as a measure to which to
hold education administrators accountable. Additionally,
college-going rates can be reported down to the level of
individual school systems or even individual high
schools as a measure of their success at producing more
college-ready students.

While there are a number of ways to define "col-
lege-going rate," the most widely used methods are by
groups that study education trends, such as the South-
ern Regional Education Board (SREB), Postsecondary
Educational OPPORTUNITY, and the now-defunct Na-
tional Education Goals Panel (NEGP) - all of which
make national comparisons based on statistics produced
regularly by the U.S. Department of Education's Na-
tional Center for Education Statistics (NCES). Outside
of data produced by state higher education planning
agencies such as UNC-General Administration, the
NCES data are the only national base of information. To
make this concept seem even more complicated, part of
the NCES data is provided by state planning agencies
such as UNC-General Administration and individual
UNC campuses. In short, the only source of national
data is the NCES and the only source for a portion of
that data is UNC. However, NCES does not itself pro-
duce a state-level "college-going rate" measure, only the
data that are used by others to develop a measure. As a
result, figures produced nationally by organizations such
as SREB, NEGP, and others, draw from a common set
of NCES data, but use a variety of methodologies to es-
timate college-going rates. To further complicate mat-
ters, there is a lag in the publication of the NCES data,
and all components for some methodologies used to
create college-going rate measures are not published
each year. For example, in its 1996 report, the NEGP
ranked North Carolina 34m with a college-going rate of
54 percent - based on 1994 data.

The college-going rate formerly produced by the
NEGP was a single-year snapshot, produced every other
year, of the number of students from North Carolina en-
rolling in college anywhere in the United States divided
by the previous academic year's number of high school
graduates in the state. The strengths of their methodol-
ogy were simplicity, ease of explanation, and its indi-
rect but general comparability to the NCES estimate of
the national college-going rate. Its weaknesses were that
it is subject to wide annual swings based on the num-
ber of high school graduates, it may under- or overesti-
mate the college-going rate when large number of stu-
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dents delay college entry for a year, and it can only be
produced with a two-year lag because of reporting dates
for its component statistics.

The NEGP college-going rate estimates for North

Carolina in the 1990s were 49 percent, or 371 in the
nation in 1992; 51 percent, or  36h  in the nation in 1994;
54 percent, or 341 in the nation in 1996; and 65 per-
cent, or seventh in the nation, in 1998.3  The wide swing
in the estimate in the NEGP reported figures may be at-
tributed in part to a 6.3 percent decline in the number
of high school graduates from 1991-92 through 1995-
96, which accompanied a 1.5 percent increase in the
number of students enrolled in college over the same
time period. The NEGP has been dissolved by Congress
and will not be producing any additional figures.

The college-going rate produced by the SREB is

based on a rolling average of the three most recent
"cycles" of available statistics from the NCES. For ex-
ample, the figures published in 2003 by SREB are based
on an average of the fall college enrollments from 1996,
1998, and 2000 divided by the number of high school
graduates from the average of the previous respective

academic years.' The chief advantage of this estimation
method is its stability and low likelihood of a signifi-
cant change in the numbers being due to a one-year
aberration. The chief weaknesses of this method are that
it is more difficult to explain, has a two-year lag in avail-
ability, and, becomes cumbersome to analyze when dis-
aggregated down to component units such as school sys-
tems or individual high schools.

The SREB college-going rate estimates for North

Carolina are 51.1 percent, or 26" in the nation in 1994;

51.3 percent, or 36" in the nation for 1996; 56.2 per-
cent, or 26" in the nation for  1998;  and 61.1 percent,
or 13' in the nation for 2000.5  The SREB methodol-
ogy estimates the national college-going rate at 50.0 per-
cent for 1994, 52.5 percent for 1996, 54.3 percent for
1998, and 55.3 percent for 2000.

A different measure of college participation other
than the "college-going rate" is the "college continua-
tion rate." This measure is the ranking among states of
the percentage of 18-24 year-olds enrolled in any higher
education institution.  For 2002, the figures most recently
published, estimate North Carolina at 63.6 percent or
611 in the nation behind North Dakota (73.7), New York
(68.6), Massachusetts and Mississippi (tied at 65.1), and
Iowa (64.3).  College continuation rates are often used
in conjunction with college-going rates as an additional
indicator of success for higher education policymakers.
This measure is readily available from the federal gov-
ernment. However, it can overstate the actual partici-
pation rate if the 18-24 year-old population is expand-
ing rapidly.

Postsecondary Educational OPPORTUNITY, a
monthly research newsletter devoted to analysis and re-
porting on postsecondary education published by higher
education policy analyst Tom Mortensen, provides a dif-
ferent analysis of college participation rates for North

Carolina. Mortensen publishes a figure based on NCES
and U.S. Department of Agriculture data that reports the
college-going rate of 18 to 24-year olds from low-
income families. The chief advantage of Mortensen's
approach is that it provides a narrowly targeted view of
progress toward increasing participation of citizens his-
torically underserved by higher education. The disad-
vantage is that it is an indirect indicator, based on di-
viding the number of students receiving free or reduced
lunch in a high school class (a proxy for poverty) by the
number of students in that same class who later received
a federal low-income student financial subsidy called a
Pell grant while attending college.

Mortensen's most recent college-going rate for low-
income North Carolinians is 24.6 percent, or 2611 in the
nation for 2002-03.6 Nationally, he puts the rate for
2001-02 at 24.0 percent. Mortensen's estimates of the
rate for North Carolina range from 15.2 percent in
1992-93, or 42"d in the nation, to as high as 22.9 per-
cent, or 321 in the nation in 1998-99.  (See Table 4.8:
North Carolina and United States College Participation
Rates for Students from Low-Income Families, 1992-

93 to 2001-2002.)
Regardless of which methodology is used to esti-

mate college-going rates, there are four principal com-
ponents of N.C.'s overall college-going rate because
N.C. high school graduates may choose to attend either:
(1) public four-year institutions (UNC), (2) public two-
year institutions (N.C. Community Colleges), (3) accred-
ited in-state private institutions, or (4) accredited out-of-
state public or private institutions. As part of the Board
of Governors responsibility to "plan and develop a co-
ordinated system of higher education," policymakers
look to UNC to report enrollment and student headcount
data. The college-going rate produced by UNC and pub-
lished annually by UNC's Office of the President, re-
ferred to as "UNC College-Going Rates of North Caro-
lina First-Time Freshmen" (See Table 4.9), measures
only the percentage of North Carolina high school
graduates who attend one of the 16 campuses of the Uni-
versity of North Carolina. UNC tabulates but does not
regularly publish a similar statistic on behalf of the NC
Community College System. UNC does not publish
overall estimates of the state college-going rate that take
into account students who attend private colleges or who
attend out-of-state schools, or a disaggregated overall
rate that examines school systems or individual schools.

UNC's measure of college-going said the rate was
30.6 percent in the fall of 2005 and has stayed near that
mark for seven years, but never exceeded 25 percent prior
to 1992.  The other arm of North Carolina's public higher
education efforts, the North Carolina Community Col-
lege system, reports a relatively flat college-going rate
between 1990 and 2001, which hovers near 30 percent.

The strengths of the UNC-produced rates are their
simplicity and usefulness to administration of the system.
For example, based on these figures, UNC's Office of the

-continued
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Table 4.7

National College-Going Rates, 1960-2002

Year College-Going Rate*
Statistical

Error Estimate** Year College-Going Rate*
Statistical

Error  Estimate**

1960 45.1 +/-2.1 1982 50.6 +/-1.4

1961 48.0 +/-2.1 1983 . 52.7 +/-1.4

1962 49.0 +/-2.0 1984 55.2 +/-1.4

1963 45.0 +/-2.1 1985 57.7 +/-1.4

1964 48.3 +/-1.9 1986 53.8 +/-1.4

1965 50.9 +/-1.7 1987 56.8 +/-1.5

1966 50.1 +/-1.7 1988 58.9 +/-1.6

1967 51.9 +/-1.4 1989 59.6 +/-1.6

1968 55.4 +/-1.4 1990 60.1 +/-1.6

1969 53.3 +/-1.3 1991 62.5 +/-1.6

1970 51.7 +/-1.4 1992 61.9 +/-1.6

1971 53.5 +/-1.3 1993 62.6 +/-1.6

1972 49.2 +/-1.3 1994 61.9 +/-1.4

1973 46.6 +/-1.3 1995 61.9 +/-1.4

1974 47.6 +/-1.3 1996 65.0 +/-1.4

1975 50.7 +/-1.3 1997 67.0 +/-1.4

1976 48.8 +/-1.3 1998 65.6 +/-1.4

1977 50.6 +/-1.3 1999 62.9 +/-1.4

1978 50.1 +/-1.3 2000 63.3 +/-1.4

1979 49.3 +/-1.3 2001 61.7 +1-1.5

1980 49.3 +/-1.3 2002 65.2 +/-1.4

1981 53.9 +/-1.3

* This is the estimated percentage of high school graduates who enroll in any degree-granting institution in the
United States.

** This is the plus/minus statistical error estimate attached to the yearly national college-going rate. Forexample,
the 2001 rate of 61.7% may be read as having a 95% probability of falling between 63.2 percent and 60.2
percent.

Source:  National Center for Educational Statistics, "Digest of Education Statistics, 2003," U.S. Department
of Education, Washington D.C., Table 186. Data are based upon sample surveys of the civilian population.
High school graduate data in this table differ from figures appearing in other tables because of varying survey
procedures and coverage. High school graduates include GED recipients. The original sources are American
College Testing Program, unpublished tabulations, derived from statistics collected by the U.S. Bureau of the
Census; and U.S. Department of Labor, "College Enrollment of High School Graduates," various years.
(These data were prepared March 2004.)
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Table 4.8

North Carolina and United States College Participation Rates for
Students from Low-Income Families,  1992- 93 to 2002-2003

Academic
Year

United States
Low-Income

College
Participation

Rate (%)

North Carolina
Low-Income

College

Participation
Rate (%)

North Carolina
Low-Income

College

Participation Rate
National Rank

1992-93 20.0 15.2 42
1993-94 21.6 16.2 40
1994-95 22.2 16.4 39
1995-96 23.2 16.3 39
1996-97 24.4 17.7 40
1997-98 26.3 20.8 35
1998-99 27.5 22.9 32
1999-00 24.5 21.2 32
2000-01 23.1 19.6 38
2001-02 24.0 21.9 29
2002-03 24.6 26

Source:  Lorraine Ludwick, "College Participation Rates for Students from Low Income Families by State,
1992-93 to 2002-2003," Tom Mortensen's Postsecondary Educational OPPORTUNITY, Oskaloosa, IA,
June 17, 2005. Data available online at  http://wwtiv.postsecondary.org/archives/Reports/Spreadsheets/
ParticLowlncome. htm.

President asked NCSU to admit 200 additional freshmen
for its fall 2003 class as part of an effort to ensure that
the system total of NC high school graduates was at or
above the prior year. The chief weaknesses of the UNC-
produced rates are that they do not take into account
North Carolinians going to out-of-state schools or attend-
ing private colleges, and they cannot be compared with
national data. As a result, the UNC-produced numbers
are not useful to state policymakers for comparisons with
other states or for evaluation of progress in improving
the state's college participation rates. (See Table 4.9:
College-Going Rates of North Carolina First-Time Fresh-
men at UNC and N.C. Community Colleges.)

State educational leaders say efforts to encourage
more North Carolinians to earn college degrees should
be helped by an agreement signed in 1998 between UNC
and the state community college system. This "articu-
lation agreement" enables students to transfer more eas-
ily from community college programs to public univer-
sity campuses. The major effort by UNC to expand
distance education also could have an impact on college
participation by encouraging more non-traditional stu-
dents to enroll in higher education, but it will be a chal-
lenge for analysts to track its impact on college-going

rates because distance education will blur the definition
of first-time freshmen when recent high school gradu-
ates arrive on UNC campuses already having college
credits. The Board of Governors also has been provid-
ing regular reports to public high schools in North Caro-
lina describing how well freshmen at UNC campuses
coming from their high schools have performed in their
first year in college.

One way the UNC Board of Governors could more
fully realize its potential as the agency responsible for
planning and developing "a coordinated system of higher
education" - not just public universities - is in the
regular production of nationally-comparable data on such
indicators as college-going rates for all of higher educa-
tion in North Carolina that N.C. policymakers could uti-
lize as benchmarks for progress toward public goals. Pre-
vious work from the N.C. Center for Public Policy
Research has highlighted the national trend toward
greater accountability for higher education.' Respond-
ing to inevitably increasing demands for accountability
from legislative bodies in Raleigh and Washington, D.C.
will require the Board of Governors to increase its level
of activity in planning and developing a coordinated sys-
tem of higher education.
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Table 4.9

College-Going Rates of North Carolina  First-Time  Freshmen at
UNC and N.C. Community Colleges

Year
% of High  School Graduates
Attending UNC Campuses*

%  of High School Graduates
Attending NC Community Colleges **

Fall 1983 21.2 --
Fall 1984 22.1 --
Fall 1985 22.5 --
Fall 1986 23.9 --
Fall 1987 24.7 --
Fall 1988 24.6 --
Fall 1989 23.8 --
Fall 1990 23.7 29.3
Fall 1991 24.3 29.4
Fall 1992 26.0 29.4
Fall 1993 25.9 29.5
Fall 1994 27.3 29.4

Fall 1995 27.6 32.7
Fall 1996 29.3 30.6
Fall 1997 30.0 32.6
Fall 1998 30.4 31.2
Fall 1999 30.3 32.6
Fall 2000 30.3 32.4
Fall 2001 30.9 31.8
Fall 2002 30.1 --
Fall 2003 30.4 --
Fall 2004
Fall 2005

30.1
30.6 --

* This is the estimated annual percentage of North Carolina high school graduates who attend a campus within
the University of North Carolina. Source: UNC Office of the President, "The University of North Carolina
Fall 2002 Enrollment Report," November 7, 2002, Attachment 2. Data for 1983 and 1984 were taken from
the 2000 Enrollment Report, and 2003 is from the 2003 Enrollment Report.

** This is the estimated annual percentage of North Carolina public high school graduates who attend a
community college within the North Carolina Community College System. Source: Data provided to the
N.C. Center for Public Policy Research by the North Carolina Community College System.

Statistic unavailable in May 2004.

Note:  In July 2004, UNC General Administration reported to the Board of Governors that it was revising the
way it was going to report the "UNC College-Going Rate." In addition to the figures reported above which
only represent fall term enrollment for the UNC campuses, the Board will be given the sum of fall and spring
term participation rates which would have ranged from eight-tenths of one percent to 1.2 percent higher for
all years (1992-2003) for which General Administration staff was able to provide data. Additionally, the
Board will be given a three academic-year rolling average of both the fall term rate and the newly combined
fall and spring term participation rates. Using the rolling average of the new combined participation rate
figures provided to the Board, General Administration says the UNC College-Going Rate for 2001-2004 is
31.5 percent, a figure which has not varied by more than one-half of one percent since 1995-1998, when it
was 30.0 percent.
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Footnotes to Sidebar

' As quoted in Staff Writers, "Footnotes: Triangle universities

and colleges,"  The News & Observer,  Raleigh, NC, November 17,

2003, p. 3B. The "record-setting" preliminary UNC college-go-

ing rate figures touted by President Broad were later revised down-

ward in July 2004 when additional data became available.

I National Center for Educational Statistics, "Digest of Edu-

cation Statistics, 2003," U.S. Department of Education, Washing-

ton D.C., Table 184. Data are based upon sample surveys of the

civilian population. High school graduate data in this table dif-

fer from figures appearing in other tables because of varying

survey procedures and coverage. High school graduates include

GED recipients. The original sources are American College Test-

ing Program, unpublished tabulations, derived from statistics col-

lected by the U.S. Bureau of the Census and U.S. Department of

Labor, "College Enrollment of High School Graduates," various

years. (These data were prepared March 2004.)

3 The NEGP numbers are reported on a two-year lag, e.g., the

"1992" reported number is based on the number of students en-

rolled in college in the fall of 1990 divided by the number of

1989-90 high school graduates.

4 Southern Regional Education Board,  SREB Fact Book on

Higher Education,  Web Edition, Atlanta, Georgia, July 2003,

-continued from page 113
affairs at the time, "it was a worthwhile exercise for us,
there was no question about it.."99  From 1972 to 2003,
512 academic programs were added, and 439 have been
discontinued, yielding a net increase of 73 degree pro-
grams.  Over that time period, the Board has established
218 Bachelors degree programs while discontinuing 178,
established 226 Masters degree programs while discon-
tinuing 139, established three Professional degree pro-
grams, established 65 Doctoral degree programs while
discontinuing nine, discontinued 18 Associates degree
programs, and eliminated 77 Intermediate degree pro-
grams.100

In a state as large and diverse as North Carolina,
many schools, especially teacher training institutions,
were established to serve particular regions or popula-
tions that would be less likely to attend universities lo-
cated far from home. For example, even though the con-
tent of a course of study at Western Carolina might
duplicate one also offered at UNC-Wilmington, the dis-
tance between those campuses might suggest that to give
students adequate access to the program, both schools
should offer it. In the case of the state's five histori-
cally black universities, program duplication is a direct
legacy of segregation when African Americans were
barred from attending colleges with whites. Former
Board member John Sanders says that what has never
been fully understood by critics of the University is the

p. 11, using accompanying linked data. Available online at

http:lAvww.sreb.org/MainlEdDatalFactBookl2003_Fact_Book_

Web_Edition.pdf.
S The SREB estimates for 2000 are based on the average of

figures from 2000, 1998, and 1996; 1998 is based on figures from

1998, 1996, and 1994; 1996 is based on 1996, 1994, and 1992;

while 1994 is based on 1994, 1992, and 1988. The increase in

NC's college-going rate by the SREB figures may partially re-

flect the 25.6 percent increase in the number of NC students en-

rolling in college in the fall of 1997 when there was only a 4.8

percent increase in the number of high school graduates the pre-

vious spring.

6 Lorraine Ludwick, "College Participation Rates for Stu-

dents from Low Income Families by State, 1992-93 to 2002-

2003," Tom Mortensen's  Postsecondary Educational OPPORTU-

NITY,  Oskaloosa, IA, June 17, 2005. Data available online at

http: //Www. postsecondary.org/archivesIReports/Spreadsheetsl

ParticLowlncome. htm.

Ran Coble and Sam Watts, "Public Higher-Education

Governance: A Comparison of State Structures and Key Trends,"

The Book of the States, 2002 Edition, Volume 34,  The Council of

State Governments, Lexington, Kentucky, pp. 461-462.

connection between program duplication at UNC's tra-
ditionally white and traditionally black campuses and the
history of segregation that led to those parallel programs.
"There has not been much sorting out [of academic
missions] because of racial considerations," says Sand-
ers. The debate over restructuring of higher education
governance in 1971 did not directly address program
duplication at the undergraduate level. Instead, the fo-
cus was on what legislators and educators believed was
unnecessary duplication of university programs at the
graduate and professional levels where costs were higher
than at the undergraduate level.

Among the issues currently being debated in the
Board of Governors are new programs in engineering,
pharmacy, and law. The Board approved a new engi-
neering program at East Carolina University in March
2004, only to have the N.C. State University Board of
Trustees pass a resolution expressing disappointment
over the approval. N.C. State has the nation's fifth larg-
est college of engineering, and A&T State University and
UNC-Charlotte also have engineering programs. Leg-
islators also have proposed a new pharmacy school at
Elizabeth City State University. And, proposals for new
law schools are in various stages of development at pri-
vate nonprofit Elon University, public UNC-Charlotte,
a private for-profit law school in Charlotte, and perhaps
private nonprofit Queens University in Charlotte. At its
March 2005 meeting, the Board of Governors approved
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a license for the new for-profit Charlotte School of Law,
which is expected to open in the fall of 2006. It is part
of the InfiLaw Consortium of Law Schools, which also
operates Florida Coastal School of Law in Jacksonville,
Florida and Phoenix International School of Law in
Scottsdale, Arizona. Elon University plans to open a law
school in 2006 in downtown Greensboro. This will
bring the total number of law schools in North Carolina
to seven.

The concern for avoiding costly duplication of aca-
demic programs is a common theme among the 50
states. It is often mentioned in state statutes as one of
the reasons for creating a higher education board. Na-
tionwide, 41 higher education boards have the author-
ity to review and/or terminate  existing  academic pro-
grams, and 44 boards are empowered to approve or
reject requests to establish  new  academic programs.
Twenty-one consolidated governing boards - the type
which includes the UNC Board of Governors - have
both the power to terminate existing academic programs
and  the power to approve or disapprove  new  programs.10'

The power to terminate existing programs can be
quite controversial. Once a program is in place, jobs are
at stake, as is the pride of an institution in offering the
program. Though a central board may be charged with
eliminating wasteful duplication of programs, it is po-
litically easier to create new programs than to terminate
those already in existence. Nonetheless, Oklahoma State
Regents Chancellor Hans Brisch reports that under an
Academic Planning and Resource Allocation effort com-
menced in 1991, "the State Regents have approved the
elimination of 595 academic programs at state colleges
and universities for the purpose of reallocating cost sav-
ings to higher priority programs."102 However, while one
of the findings in the issue paper on academic program
planning mentioned above stated that "UNC planning

"There has not been much sorting out

[of academic missions] because of

racial considerations. "

- JOHN SANDERS

FORMER VICE PRESIDENT, UNC SYSTEM

FORMER MEMBER, UNC BOARD OF GOVERNORS

procedures since 1976 have been effective in prevent-
ing excessive proliferation of new programs," it also
found that "UNC has been relatively more effective in
preventing proliferation of  new  programs than in elimi-
nating low priority  existing  programs [emphasis not in
the original] .11113

Like North Carolina, governance of higher educa-
tion in Wisconsin and Utah is handled by consolidated
governing boards with dual powers to approve or dis-
approve new academic programs and to terminate ex-
isting programs. According to Jan Sheppard, Academic
Planner with the University of Wisconsin System, the
Board of Regents of the University of Wisconsin Sys-
tem addresses program duplication primarily through the
new program development process. "There is a careful
review of new proposals to make sure there is no dupli-
cation," explains Sheppard. In terms of eliminating
existing programs, institutions within the system can
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eliminate  programs without approval of the Board of
Regents but must notify the Board of Regents and the
system administration of any program terminations. "At
various points in the past, the program array system-
wide was considered, but it is not a standard process,"
says Sheppard. "The primary time it occurred was when
the system was created in the 1970s. Now our efforts
to make sure there is no unnecessary program duplica-
tion are more preventive in nature."

The Utah Board of Regents must approve new spe-
cialized associate degrees, new associate of applied sci-
ence degrees, and new baccalaureate, masters, and doc-
toral majors and degrees.104 However, it has delegated
the "review and approval of academic program quality
reviews, certificates, minors, emphases and options that
are recommended within existing programs, and pro-
gram cancellations and name changes" to institutional
boards of trustees, "subject to being reported annually,
in summary form, to the Regents and subject to audit. °5

According to Linda Fife, Director of Academic Pro-
grams for the Utah State Board of Regents, the board
requires institutional boards of trustees to provide infor-
mation to the board on when they will be submitting new
programs for approval and a projection (24 months in
the future) of new programs that may be submitted. "We
have a matrix for approval requests along with projec-
tions of possible requests," says Fife. "We've only re-
cently started using the matrix approach, but it has
helped."

Mission differentiation also has been an issue for
public universities in Georgia, says Edgar Jenkins, former
Chairman of that state's Board of Regents. The board
asked each of the 34 institutions under its umbrella to
examine their missions in order to avoid unnecessary du-
plication of academic programs. Jenkins says the Geor-
gia system has an advantage over North Carolina in ad-
dressing the problem of duplication in that the Board of
Regents governs both public senior colleges and univer-
sities and community colleges. He says, "So, for ex-
ample, remedial education programs are now offered only
by the two-year institutions or the four-year colleges that
are not universities," thereby eliminating the need for
those programs at the four-year universities.

In California, public universities with research mis-
sions  [the University of California system], those with
undergraduate teaching missions [the California State
University system], and community colleges are each
governed by three separate boards. And, with such di-
visions of governance, duplication of programs has oc-
curred. "For example, most of our teacher education
programs are in the California State University system,
but the community colleges also offer transfer curricula"
in teacher education, says Marge Chisholm, Legislative
Coordinator for the California Postsecondary Education
Commission, which coordinates higher education in the
state. "We've urged them to try and avoid duplication
and to collaborate, but I'm afraid they do duplicate,"
she says.

E. Powers the UNC  Board of
Governors  Does Not Have But
Wants

In the previous section, we examined  powers the UNC
Board of Governors has but is not exercising to the full-
est. In the section below ,  we examine powers the Board
does not have but says it needs. Some North Carolina
policymakers believe the existing powers of the Board
of Governors should be extended to include more con-
trol over building projects, purchasing, and personnel at
UNC's  16 campuses ,  while others are more skeptical.

1. More Control Over Building Projects

a. The Statutory Framework for Construction
Projects and Recent Grants of Flexibility to
the Universities
The Office of State Construction is the primary

agency responsible for the management of capital con-
struction, repair, and renovation projects for state agen-
cies. All state agencies are subject to management by
the State Construction Office for all new construction
projects costing $300,000 or more.106 State law also re-
quires that the State Construction Office manage all state
agency repair and renovation projects exceeding

$300,000.107
Until recently, the university was subject to the same

statutory limitations that apply to state agency construc-
tion projects. However, effective January 1, 1998, the
General Assembly gave UNC General Administration
the authority to manage all university system capital
projects with expenditures of less than $500,000.108 This
delegation to UNC was the first time that a state agency
was given the authority to implement such projects with-
out management oversight from the State Construction
Office.109 As a condition of the delegation, UNC Gen-
eral Administration was to develop policies and proce-
dures that the University system must follow to manage
the larger construction projects, subject to approval by
the State Building Commission. At the same time, the
General Assembly directed the Office of State Budget
and Management and the State Building Commission in
the Department of Administration to evaluate the pro-
cess and quality of construction projects managed by the
UNC General Administration and to make recommen-
dations regarding the continuance of the delegated pow-
ers, which were to expire on July 1, 2001.

In June 2001, the two state agencies provided the
required analysis and recommendations in a report to
the Board of Governors and General Assembly.10 The
report compared university-managed building projects
costing between $100,000 and $500,000 with all
projects of any value managed by the State Construc-
tion Office for factors which included: the time needed
to complete the projects, the accuracy of project cost
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estimates, frequency of disagreements with contractors,
and quality of construction. After concluding that the
expanded delegation of authority on construction to the
UNC system had produced "no overall adverse impact
on the construction management process for the State
as a whole,"' I I the report recommended that the delega-
tion of authority on construction to The University of
North Carolina be increased to a maximum of $1 mil-
lion,. including repair and renovation projects within
that threshold. Noting that the bidding process for
projects over $500,000 will require additional technical
work and expertise, the report also recommended that
the Board of Governors be authorized to determine the
threshold amounts for delegating construction to each
campus. Accordingly, the report cautioned the Board
of Governors to consider carefully the expertise and
size of campus staffs available to coordinate projects,
as well as the complexity associated with managing
more expensive projects. Finally, the report recom-
mended that the authority for the increased delegation
expire on June 30, 2005, by which time the State
Building Commission will have reviewed the outcome
of the expanded authority and will make recommenda-
tions to legislators regarding the continuance, modifi-
cation, or elimination of the construction delegation
authority. In 2001, the General Assembly increased the
maximum allowable delegation to the University sys-
tem to $2,000,000, included repair and renovation
projects in the increased amount, gave authority to the
Board of Governors to determine the threshold
amounts for construction in delegations to each campus
up to the new cap, and extended the sunset for the del-
egated authority until December 31, 2006.12

Certain across-the-board procedures apply to all
state construction projects, whether managed by the uni-
versity, by a state agency, or by the State Construction
Office. For example, design reviews are conducted by
the owner, designer, and the N.C. Department of Insur-
ance to ensure that the state receives work of adequate
quality. Each entity has a specific role in the review
process. These reviews are intended to ensure that the
work complies with State Building Code requirements
and to identify areas that need attention or improvement.
Similarly, both the State Construction Office and the
university system utilize a series of inspections that iden-
tify problems during the design, construction, and final
inspection phases of all projects.

b. University Concerns About the Department of
Administration 's Construction Review  P rocess
and the  "H iccup Funding" Process
Despite the protections they offer, university lead-

ers say such reviews can create unnecessary delays in
completing building projects which can result in higher
costs. "It can sometimes take [UNC campuses] an ex-
traordinary length of time to build a residence hall," says
Jeff Davies, UNC General Administration Vice President

for Finance and Chief Financial Officer. "The campus
has to go through a planning stage to determine that the
hall is needed. The approval for that construction goes
through the campus board of trustees, and then it comes
to the Board of Governors. Because we would issue
revenue bonds for the construction of that residence hall,
we must seek authorization from the General Assembly
for the project before we issue the bonds. Therefore, if
a campus was to determine in August that it needs to
build a residence hall, the approval to proceed on that
project may not come until the next July." In addition
to the planning and approval process, Davies says that
the review processes also can delay projects. "When we
start a project, there are three times when state agencies
in Raleigh get involved and review our plans - very
critical reviews and very important reviews - but if
those reviews are elongated, it can add nine to ten
months to the process," Davies explains. "Sometimes,
it can be three years from the time that an institution
identifies the need to build... and we can't accept that
time frame."

In response to complaints about the construction
review process, Speros Fleggas, Director of the State
Construction Office says, "I cannot overstate the value
of a good review. To have the same level of quality at
Elizabeth City or Western Carolina, you need to have
some independent oversight, and I'm not sure how the
UNC system would accomplish that [on its own]."
Fleggas also remarked, "We're [state construction
projects] not a testing ground, we need tried and true
good design practices and quality of materials." Fleggas
explains that the Office of State Construction provides
the only comprehensive review of construction plans by
a state agency that government buildings receive because
other reviewing agencies' evaluations are more limited
in scope. Fleggas says, "Looking at the overall context
of project development and completion, there is no data
to back up claims of elongated time delays caused by
the Office of State Construction."

UNC officials say the state building process is char-
acterized by other problems too. Kevin MacNaughton,
former UNC Associate Vice President for Finance and
University Property Officer, says that building projects
that have received design and planning money often have
to wait for another budget cycle to receive construction
money. He calls this system "hiccup funding" since the
university receives individual burps of funding in each
biennial budget cycle rather than an appropriation for the
full amount of the project. "A regular funding stream
would enhance the process more than any other mea-
sure," MacNaughton says.

The funding situation MacNaughton describes is not
unique to the university system. Many state construc-
tion projects receive some initial funding for the first
year and must often wait for additional funding to be
budgeted or appropriated to complete the project in the
second or third year. Some university leaders acknowl-
edge other state agencies experience the same challenges
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UNC Board of Governors member Willie Gilchrist at a  meeting in Chapel Hill

and obstacles that the university system faces. "I don't
know that it's fair to say that we should be treated dif-
ferently from other state agencies," says Jeff Davies.
"What I would hope would be that this state would
embark on a course where we have the most efficient
processes in place for all state agencies. Maybe it's an
opportune time for the university to lead the way in this
arena. But, I would clearly not want us to be singled
out as an organization that needs something that every-
one doesn't." However, the University has successfully
sought such special treatment three times now from state
construction rules.

Senate Appropriations Co-Chair Walter Dalton (D-
Rutherford) views "hiccup-funding" of construction
projects as a problem for all of state government. He
says, "In the long run, this approach costs us more.
That's what created the backlog that the [2000 higher
education] bond issue was meant to address. We've got
to find a solution to this problem."

c. Future University Construction
The cost of renovations and new building projects

at UNC campuses over the next decade was estimated
at $6.9 billion in a consultant's study presented to the
Board of Governors on April 9, 1999.13 Consultant Eva
Klein estimated that failure to keep up with building
maintenance needs has produced a $3.3 billion repair bill

on UNC campuses. If the university relied solely on the
approximately 46 percent of the state's Repair and Reno-
vation Reserve Fund it receives each year from the Gen-
eral Assembly,14 it would take 50 years to fix the prob-
lems outlined in the study, Klein told Board members. 115

University leaders say state checks on the management
powers of the Board of Governors put the system at a
disadvantage in trying to meet projected capital needs.
Since the Board lacks the power to put building projects
up for bid until the state commits the funds, post-design
delays occur and drive up the cost of those projects. "I
wish the Board of Governors had more financial flex-
ibility in terms of indebtedness" for capital projects, says
Patricia Sullivan, Chancellor of the University of North
Carolina at Greensboro. "We have to come up with
something other than pay-as-you-go in order to address
our capital needs. We need a funding scheme that's
more than year-to-year for capital projects." Among the
options suggested by Klein are a state-supported bond
program, more self-supporting campus projects, more
private gifts to the 16 campuses, and a dedicated source
of state funds such as an earmarked tax or state lottery.' 16

Klein also favors giving consideration to forming a pri-
vate, nonprofit agency to administer the entire process
of public university capital construction and renovation
projects, including the handling and disbursement of
funds, receiving and accepting bids for project design,
among other components.
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®f all;th` threats  to the institution , the most dangerous come from within. Not  the least
among 't3sem is the smugness that believes the institution 's value is so self- evident that it no

longer needs e xxlcation,  its mission  so manifest  that it , no longer  requires definition and

articulation.

- FORMER YALE UNIVERSITY PRESIDENT A. BARTLETT GIAMATTI

A FREE AND ORDERED SPACE:

THE REAL WORLD OF THE UNIVERSITY

Former UNC- Wilmington Chancellor James Leutze
says he would like to see the UNC Board of Governors
do a better job of ranking capital improvement requests
submitted by campus leaders - something Klein's study
is designed to do. "At present ,  they will put forward [re-
quests to the General Assembly ]  for the highest priority
for each campus," he says. "I would prefer the Board
of Governors to make some sort of  [overall] priority list"
of projects among  all  UNC campuses.

On November  7, 2000,  73 percent of the state's vot-
ers approved a total of $3.1 billion in bonds  for the UNC
system and the 59 community colleges  - $2.5 billion
for the universities and $600 million for the community
colleges. Not only was this the state's largest bond pack-
age ever,  but it also was the largest higher education
bond issue in the history of the United States .  The bond
election victory was a sharp reversal from 1999 when a
larger bond proposal for the university system died in
the General Assembly after university leaders would not
agree to submit the bond issue to a public vote.

The following year ,  the University agreed to the
public referendum ,  and the legislature unanimously ap-
proved the bond plan. The legislation authorizing the
public referendum on the bond issue included a list of
specific capital improvement projects to be undertaken
on each campus and the cost of each ."'  The projects
reflected the highest priorities on each university cam-
pus and were approved by each institution 's board of
trustees . They  were adopted as a package  by the UNC
Board of Governors and transmitted to the General As-
sembly in May 2000.

The bond package was then pushed in a high-
profile, $4 million promotional campaign organized by
the state 's largest business  lobby, N.C.  Citizens for Busi-
ness and Industry.  From September until Election Day,
voters were bombarded with television and radio ads
promising the bonds would deliver educational oppor-
tunity and economic progress without a tax increase. In
addition ,  the UNC President , UNC-TV,  and the chancel-
lors of all 16 constituent universities made "educating"
the public about the proposed uses of the bonds a top
priority, while the members of the Board of Governors
were actively involved in promoting passage of the

bonds.1' Substantial efforts also were made to enlist the
support of alumni from all of the 16 campuses, with in-
formation on how each campus would benefit from the
bonds distributed to that institution's alumni and to those
living in the communities in which the institutions were
located. Statewide public television also broadcast hour-
long special programs called "A Building Crisis" and
"Focus On... The Bond" touting the need for the bond
package, which included money for UNC-TV's conver-
sion to digital television. The TV specials together were
re-broadcast at least 17 times.

Expenditure of the newly authorized bonds is over-
seen by a special Higher Education Bond Oversight
Committee operating under the auspices of the General
Assembly."' The new law also requires the Board of
Governors to "continue to study and monitor any ineq-
uities in funding for capital improvements and facilities
which may still exist on North Carolina's Public His-
torically Black Colleges and Universities and the Uni-
versity of North Carolina at Pembroke, beyond the fund-
ing of the projects provided for in this act" and to "report
annually to the Joint Legislative Commission on Gov-
ernmental Operations on any remaining inequities found,
including recommendations as to how these inequities
should be addressed."

d. Additional  Flexibility for the  University:
Alternative  Contracting Methods
After approval of the bond referendum in Novem-

ber 2000, some legislators considered changing some
state building regulations to speed up work on the bond
projects. Under the system in place at the time, projects
expected to cost over $500,000 require at least four sepa-
rate contracts - general contracting, heating and cool-
ing, electrical, and plumbing. Some university admin-
istrators complain that this system causes paperwork
headaches, delays and higher costs, and they prefer
"single-prime contracts" in which a general contractor
hires all the subcontractors. According to news reports,
Senate President Pro Tempore Marc Basnight (D-Dare)
said, "We will have a bill in the Senate that modernizes
and refines methods that we currently use in construct-
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ing state buildings" and "[t]hat could include single-
prime."20 Basnight added that he would push for more
flexible regulations in the project design and construc-
tion phases. The same report related that UNC officials
again wanted changes in the system. Former UNC As-
sociate Vice President Kevin MacNaughton was reported
as saying that the state should consider other ways of
managing projects, such as hiring an agency to coordi-
nate construction sites to ease the workload on campus
staff but maintain a competitive bid process for subcon-
tractors.12'

At its January 12, 2001 meeting, the Board of Gov-
ernors adopted a resolution supporting the use of "con-
struction management at risk"122 and recommended that
the UNC President seek an exemption from the State
Building Commission to allow the campuses to utilize
alternative contracting methods for the bond projects
approved in November 2000. The resolution stated that
the Board had determined that "it is in the best interest
of the University and the state to utilize alternative con-
tracting methods for expediting the bond projects"123 At
the same meeting, President Broad told the Board that
"the University would need help from the General As-
sembly and state government to assist the University in
streamlining the protocol and processes in order to
timely complete the program and within budget"124 Sub-
sequently, the State Building Commission approved the
Board's request for beginning construction on 42 bond
projects. 121 The 2001 General Assembly responded to

the Board's resolution by passing legislation that autho-
rized construction management at risk contracts, in-
creased the threshold amount under which the univer-
sity system can manage and award capital projects
without oversight from the state construction office from
$500,000 to $2 million, and granted the university more
flexibility in the bidding process.126 The same legisla-
tive act reinforced the state's 10 percent minority busi-
ness participation goal, required public bodies to set veri-
fiable percentage goals for minority participation in
building projects, and raised the dollar threshold of
projects subject to the minority participation efforts from
$100,000 to $300,000. According to Jeff Davies, the
University was pleased with the General Assembly's ac-
tions and says they already have seen some positive re-
sults. "[We were] very pleased with everything in that
bill," says Davies. "We've already seen major construc-
tion firms entering the picture that wouldn't even come
to the table before and that means lower prices, better
efficiency, and higher quality for all of us."

e. Criticisms of the Special Grants of Flexibility
in Construction for Universities
As the University system gained flexibility in build-

ing projects, criticisms of the results of these new grants
of flexibility came from four directions. The State Au-
ditor said the decentralization of the construction pro-
cess had a negative effect on the  timeliness  of the flow

of information from the University to the State Construc-
tion Office and the State Building Commission in the
Department of Administration. The Department of In-
surance said the University system began construction
on two projects before safety inspections of building
plans by the Department. Legislators criticized the cost
overruns and delay in building the new UNC-Chapel Hill
Women's and Children's Hospitals. And, other state
agencies wondered why they don't have the right to is-
sue special obligation bonds for some of their building
projects.

i. State Auditor's Criticism  of Timeliness of

Information to the State  Construction Office
A December 2002 performance audit of the State

Construction Office by State Auditor Ralph Campbell
concluded that the decentralization of the construction
oversight function had negatively affected the timeliness
of the flow of information from the University to the
State Construction Office and the State Building Com-
mission in the Department of Administration about the
progress of construction projects included in the state's
capital improvement plan.121 The audit cited complica-
tions in the construction of the UNC-Chapel Hill

Board of  Governors members touring
NCSU Campus
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Women's and Children's Hospitals, which by June 2002
had experienced increases in estimated costs totaling
31.5 percent, as an example of a decentralized project
where inconsistencies of reporting in the construction
oversight process can "erode public and industry confi-
dence in the State's construction procedures." The
Women's and Children's Hospitals project was one of a
limited number of construction projects allowed addi-
tional flexibility with regards to bidding procedures by
a special arrangement with the Office of State Construc-
tion. Of the handful of projects allowed to use this
"single-prime style" approach, the hospitals were the
only project to incur significant overruns and delays.
The Auditor recommended, "The General Assembly
should evaluate the effect of legislation decentralizing
the oversight responsibilities for State construction
projects. If the State Construction Office is to provide
data on the overall State capital improvement plan, con-
sideration should be given to requiring periodic status
reports of all decentralized projects to the State Con-
struction Office and the State Building Commission.
This change would ensure a better flow of information
to the General Assembly, allowing all construction
projects paid for by State funds to be reported in a con-
solidated format." The audit also reported that only 2.4
percent, or 9, of 370 university projects being funded

by the higher education bonds approved by voters in
November of 2000 were ahead of schedule.

Taking issue with the Auditor's use of what it con-
sidered preliminary schedules for the audit's analysis of
the number of construction projects reported as on-time,
Jeff Davies, Vice-President for Finance for the Univer-
sity system, asked the Auditor's office to evaluate more
up-to-date schedule estimates after the initial release of
the audit. In a letter dated March 27, 2003 to the Gov-
ernor and the General Assembly, State Auditor Ralph
Campbell acknowledged receipt of the updated figures
but concluded that the University's additional informa-
tion did not change any of his original conclusions re-
garding the negative impact of the decentralized projects
on the timely development of information about progress
on the state's capital improvement plan. However, in
light of what he called "erroneous news stories" about
the report, he said that his audit spoke only to the re-
porting of status information and did not recommend re-
centralizing any of the decentralized capital improve-
ment projects under the State Construction Office.

In early January 2005, the State Auditor recom-
mended that all state agencies and public universities
keep closer tabs on repairs and renovations and that the
legislature should review the level of money needed for
repairs every five years. Outgoing State Auditor Ralph

Board of Governors members touring a science lab at N.C.  State University
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Campbell said all agencies and universities should
quickly notify the state property office of any renova-
tions that would change the value of state-owned build-
ings. The state owns $12 billion worth of buildings and
finances maintenance with its Repair and Renovation
Reserve Fund. Of that money, 46 percent is used for
university facilities. The Auditor's report was prompted
by an infestation of mold at N.C. Central University that
forced the state to spend millions of dollars in repairs.

ii. The State Department of Insurance's Criticism
That UNC Began Construction Before Safety
Inspections of Building Plans
On at least two occasions, the University system

began construction on major projects utilizing lease-to-
build arrangements between campuses and.nonprofit
foundations  before  state safety inspections of the build-
ing plans were complete. State insurance and construc-
tion officials required changes to building designs after
construction was underway to both the Paul J. Rizzo
Conference Center at the Kenan-Flagler Business School
at UNC-Chapel Hill and to the Wendell H. Murphy Foot-
ball Center at NCSU's Carter-Finley Stadium.

In 1997, neither state insurance nor construction
oversight offices nor the Town of Chapel Hill were con-
sulted on plans for the Paul J. Rizzo Conference Center
at the Kenan-Flagler Business School at UNC-Chapel
Hill. The Rizzo Center, a complex comprised of a
24,500 square foot education building and a 41,500
square foot luxury hotel, was built on state property by
a private foundation which received $2.8 million from
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the General Assembly towards the $24 million construc-
tion tab. In 1998, with both buildings well underway,
state construction and insurance officials were brought
into the process and eventually required the private con-
tractor to replace dampers, partitions, and doors deemed
inadequate to protect occupants from smoke and fire. 121

The Department of Insurance also objected to the
width of stairwells in the $28 million Wendell H.
Murphy Football Center at NCSU's Carter-Finley Sta-
dium after the building was underway, which would have
meant reconstructing the foundation of the building.
Four months after the Department of Insurance's initial
objection and while construction continued, the project's
architect provided more detailed plans to the department
and contended that the stairway design compensated for
being narrower than the Department wished by having
shorter steps, which would allow people to go down
them more quickly.129 The department then accepted the
architect's stairway.

In December 2001, the General Assembly responded
to concerns raised over these facilities by requiring that
plans for any structure to be built under these arrange-
ments for the use of the state or a state institution must
be submitted to the Department of Insurance for approval.
Building plans must be approved by the Department of
Insurance before the agency slated to use the building

accepts the plans as final.10 In March 2004, N.C. State
University and UNC-CH presented a report by Huron
Consulting Group to a legislative study committee, say-
ing, "... in several recent cases at UNC-Chapel Hill,
[the] required approvals from the State Department of
Insurance delayed renovation of research laboratory
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space by 36-42 days." The report said these delays had
a negative economic impact on the state and recom-
mended that the legislature "ease existing restrictions on

construction.""'
According to Jim Roberts, State Property Plan Re-

view Section Supervisor with the N.C. Department of In-
surance, even if the university system had full responsi-
bility for administering construction projects, the N.C.
Department of Insurance would essentially have the same
role in the process. "We would still be involved in the
same way with building code compliance," says Roberts.
"However, there are some concerns about project man-
agement, design selection, and project review." Roberts
believes the more important question is whether there are
services currently provided by the State Construction
Office that UNC can effectively provide on its own. He
says, "We've had a few bumps in the road with contracts
done with `creative financing' (e.g., foundations, booster
clubs, etc.). The classic example is with [former Dean
Paul] Rizzo [and the Kenan-Flagler Business School] at
UNC, and we [had] some problems with the expansion
at Carter-Finley Stadium [at N.C. State]. In that case,
we had construction get ahead of plan review, so there
have been things where we've had to pull rabbits out of
a hat to make it code acceptable without resorting to a
jack hammer," Roberts explains.

Roberts continues, "We have a good handle on
things with the Centennial Campus [at N.C. State] where
there is a clear distinction as to what is being done with
private money and what is state money. The city reviews
the private projects, and we take care of the state
projects. In cases where the building will be turned over
to the state once it's built, even if funded with private
money, we have done a courtesy review making certain
that the state won't have any problems taking over the
building." Roberts says another potential problem is that
under the Americans With Disabilities Act, new con-
struction and alterations of public (i.e., state or local
government-owned and operated) buildings may have
different standards than places of public accommodation
(e.g., restaurants, stores, etc.) or commercial facilities,
so the university could run into problems if the build-
ing is constructed by firms that are more familiar with
commercial building projects.132 With this in mind,
Roberts says, "We are most concerned that there is a
proper setup so that what gets built complies with the
code. There needs to be a clear understanding of juris-
diction - private, city, state, or some type of hybrid."

The 2003 General Assembly approved three addi-
tional projects at the University of North Carolina at
Chapel Hill to be built through the same lease arrange-
ments with nonprofit foundations as the Rizzo Center
and the Murphy Center were. The legislature approved
an expansion of the Rizzo Center through lease with the
Kenan-Flagler Business School Foundation, an expan-
sion of the Ackland Art Museum, and construction of
Student Family Housing through leases with the Univer-
sity of North Carolina at Chapel Hill Foundation, Inc.

The University is authorized to borrow up to $64 mil-
lion to fund the three new projects under this arrange-
ment with the foundations.133

iii. Cost  Overruns and  Delay of the ZINC  Hospitals
Project
An independent audit of the construction of the

UNC-Chapel Hill Women's and Children's Hospitals
found that by June 2002, the UNC hospitals project was
at least  $24 million over budget and had incurred an ad-
ditional  $4.9 million in extra finance costs stemming
from project delays."' State agency estimates of what
the $28. 9 million in  additional costs identified in the
audit represent as a percentage of the project's total cost
vary, depending on what starting point the respective
agencies  choose as their baseline. These estimates of
the percentage of the cost overrun range from 8.5 per-
cent by a UNC Health Care spokesperson in February
2002, to 18 percent by UNC-Chapel Hill's Chancellor
James Moeser in September 2004, to 31.5 percent by the

UNC Vice President Rob Nelson and former Board
member Jack Cecil  at a  meeting in Chapel Hill
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State Auditor in December 2002. An independent au-
dit relied on by the State Auditor says, "[Our] experi-
ence has shown that construction overruns between five
to ten percent would be a normal and expected range for
hospital projects of the size and complexity of the
Women's and Children's Hospitals."

Similarly, estimates of the length of the delay vary.
The hospitals opened for business on February 23, 2002,
more than two years later than the December 1999 date
originally estimated by UNC Health Care on its Certifi-
cate of Need documents filed with the North Carolina
Division of Facility Services. The projects were de-
clared complete by the Division of Facility Services in
the N.C. Department of Health and Human Services on
April 2, 2004, more than four years later than the sched-
uled completion date.'35 The February 2002 opening
date was more than four years later than the projected
completion date on documents filed with the Office of
State Construction. UNC Health Care's scheduled
completion date on those documents was December
1997. As of April 2006, more than eight years after the
UNC Health Care's original estimated completion date,
the Architect's Final Report, a document which will con-
tain the final tally of project costs, has not been filed
with the Office of State Construction.

Discussions about constructing the facilities began
in 1986, architects were hired by the hospital's board in
1993, and the hospitals issued bonds to pay for build-
ing the facilities in March 1996. Prior to construction,
hospital administrators made a request to the State Build-
ing Commission to use a single prime contract instead
of a multi-prime contract in building the hospitals.
While their request was denied in its original form, the
officials worked out a compromise with the State Con-
struction Office where the hospital would bid the con-
tract as if it were going to one contractor, but would
award the contract to multiple companies in order to
meet state guidelines. This type of flexibility arrange-
ment, which is very similar to the alternative construc-
tion methods that since have been approved by the Gen-
eral Assembly, was utilized successfully on five previous
non-university state buildings by the Office of State
Construction. With the compromise in place, UNC
Health Care "pre-qualified" a construction company
willing to assemble "a team" of contractors, but after the
job got underway in July 1997, the "team" effort soon
disintegrated.

In November 1998, the General Assembly passed
legislation which removed the Office of State Construc-
tion from oversight responsibility with respect to design,
construction, and renovation of buildings, utilities, and
other property developments of the UNC Health Care
System, a law which also removed the State Construc-
tion Office's oversight authority for the Women's and
Children's Hospitals, even though the project was al-
ready under construction."' Less than one year after the
General Assembly ended the State Construction Office's
oversight of the project, UNC Health Care's lead engi-

neer on the project, Billie C. Biggs asked the state con-
struction office for help. Biggs said he asked for the
assistance after realizing the small size of his staff and
the complexities of the projects ahead.131 UNC Health
Care and the Office of State Construction executed a
Memorandum of Understanding on September 3, 1999,
changing the role of the Office of State Construction
with regards to "design selection, design contract nego-
tiation, and methods of construction bidding.""' When
the extent of the overruns and delays became known
publicly in February 2002, key legislators who had sup-
ported more autonomy for UNC to manage construction
projects expressed concerns about this type of misman-
agement spilling over into UNC's administration of the
$2.5 billion construction program funded by the higher
education bonds approved by voters in November
2000.139

Former state Senator Howard Lee, who at that time
was Co-Chairman of the Senate Appropriations Commit-
tee, expressed hope that the problem would be averted
by new contracting methods already adopted by the leg-
islature saying, "Hopefully, this new [construction man-
agement at risk] bill we passed [in December 2001] will
be a major step toward getting a better handle on
projects, especially under the higher education bond [is-
sue]. We can't tolerate this level of overrun. 40 Re-
sponding to the concerns about the hospitals project,
UNC President Molly Broad called the project a "poster
child" for how not to run a construction effort when she
asked for an independent audit. The $93,750 audit,
completed by PricewaterhouseCoopers Consulting in
June 2002, attributed the cost overruns and construction
delays to inadequate budgeting, insufficient planning,
last minute changes to the plans by the hospital staff,
deficient administration of contracts, poor execution of
work by contractors, and to the multi-prime contract
required by the state.141

The primary legislative sponsor of the bill that in-
stituted the change to single-prime contracting is doubt-
ful of the claim that the new alternative contracting law
will be the cure-all for construction ills. Senator Walter
Dalton (D-Rutherford) says, "Though I have high hopes,
I doubt it's a cure-all." However, Dalton says the con-
tracting law will accelerate the building process and cre-
ate clear lines of accountability when problems inevita-
bly arise and adds, "It should expedite and simplify
construction projects and reduce the finger-pointing be-
tween contractors when something does go wrong."

iv. Special Obligation Bonds and Revenue Bonds:
A Special Source of Money for UNC Building
Projects
In addition to annual appropriations from the

General Assembly and occasional statewide bond issues,
the UNC system has another source of revenue to sup-
port campus building projects that many other state agen-
cies don't have - special obligation and revenue
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bonds. 141 Every year, legislators approve a bill to autho-

rize the construction and the financing of a specific list
of capital improvement projects at the various campuses.
Funding for these projects is provided by private gifts,
private foundation or federal grants, receipts, self-liqui-
dating indebtedness, or from other sources, but no state
appropriations are involved.

The Board of Governors may issue "special obliga-

tion bonds" to finance these projects. The kinds of
projects funded by this method include student dormito-
ries and recreation facilities, faculty housing, parking
facilities, and projects for "academic, research, patient
care, and community services." 141 For example, the 2000

General Assembly approved 13 university capital im-
provements projects totaling $81,569,444 on nine cam-
puses. The facilities authorized ranged from $750,000
for a dining hall addition at UNC-Pembroke to
$18,780,000 for "Centennial Campus Infrastructure" at
N.C. State University. The Board sought approval for
22 capital improvements projects totaling $299,989,200
at 10 institutions during the 2001 session, and
$204,489,200 was approved.144 The 2001 request was the
third installment in a 10-year, $6.9 billion capital plan
adopted by the Board in June 1999.145 The 2003 Gen-
eral Assembly approved an additional 46 projects on 10
campuses totaling $465,217,820 and allowed an addi-
tional $15 million in borrowing to cover bond issuance

expenses, funding of reserve funds, and capitalized in-
terest, bringing the total cost of the 2003 package to
$480,217,820.'46

The right to build facilities by issuing special obli-
gation bonds or revenue bonds is a privilege given only
to a few state agencies. Outside of the 16 campuses in
the UNC System, this privilege only has been extended
to seven other state agencies - the two municipal power
agencies, the State Education Assistance Authority, the
Capital Facilities Finance Agency, the Housing Finance
Agency, the Medical Care Commission, and the State
Ports Authority. Special obligation bonds or revenue
bonds from UNC campuses accounted for $669,421,176
in state fiscal year 1996-97, or 6.4 percent of that type
of debt issued by all state agencies. In fiscal 1998-99,
UNC schools were responsible for $738,268,083, or 6.1
percent all of this type of debt issued. In fiscal 2001-
02, UNC campuses accounted for $800,717,723 in spe-
cial obligation bond debt, or 5.4 percent, and for fiscal
2002-03 climbed to $1,079,156,005, or 7.2 percent of
this type of debt. 14' The right to use this financing

method is not extended to most other state agencies, such
as community colleges, state mental hospitals, schools
for the deaf and blind, or aquariums. (See Table 4.10:
Special Obligation Bonds and Similar Indebtedness of
North Carolina Authorities and Institutions, as of June
30, 2002, June 30, 2003, and June 30, 2004.)

Board members Brad  Wilson,  Irvin Aldridge and Ray Farris  at a meeting in Chapel Hill
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Table 4.10

Special Obligation Bonds and Similar Indebtedness of North Carolina Authorities and
Institutions,  as  of June 30, 2002, June 30,  2003,  and June 30, 2004

Agency June 30, 2002
Fiscal Year Ending

June 30, 2003 June 30, 2004

1. Appalachian State University $ 83,144,000 $ 112,131,127 $ 107,725,003

2. East Carolina University 59,905,000 70,860,000 66,590,000

3. Elizabeth City State University 4,905,000 6,815,000 6,530,000

4. Fayetteville State University 3,765,000 7,435,000 6,912,000

5. North Carolina A & T State University 17,280,000 16,485,000 15,640,000

6. North Carolina Central University 11,050,000 10,720,000 11,350,000

7. North Carolina School of the Arts 4,910,000 4,580,000 5,445,000

8. North Carolina State University at Raleigh 87,092,000 153,159,000 160,637,000

9. University of North Carolina at Asheville 19,730,000 30,200,000 28,775,000

10. University of North Carolina at Chapel Hill 382,247,579 390,786,054 474,824,431

11. University of North Carolina at Charlotte 69,820,000 87,259,000 89,868,000

12. University of North Carolina at Greensboro 76,497,000 78,645,000 75,530,000

13. University of North Carolina at Pembroke 4,625,000 5,305,000 5,025,000

14. University of North Carolina at Wilmington 39,035,000 73,343,744 70,189,474

15. Western Carolina University 8,113,000 17,632,080 29,514,239

16. Winston-Salem State University 11,660,000 13,800,000 13,270,000

University  Subtotal $800,717,723 $1,079,156,005 $1,167,825,147

17. North Carolina Capital Facilities Finance Agency 1,257,164,275 1,319,254,527 1,481,034,589

18. North Carolina Eastern Municipal Power Agency 3,144,767,000 3,056, 816,000 2,972,539,000

19. North Carolina Housing Finance Agency 1,348,072,000 1,305,637,000 1,268,137,000

20. North Carolina Medical Care Commission 4,302,858,578 4,779,353,715 4,879,589,894

21. North Carolina Municipal Power Agency No. 1 2,152,928,000 2,027,570,000 1,985,665,000

22. North Carolina State Education Assistance Authority 1,103,406,000 1,299,806,000 1,685,968,000

23. North Carolina State Ports Authority 9,938,055 19,684,537 21,118,176

Total $14,912,912,487 $14,887,277,784 $15,461,876,806

Source:  N.C. Department of the State Treasurer,  The State Treasurer's  Annual  Report to the People of North
Carolina Fiscal Year2001-02, 2002-03, and 2003-04.  This chart outlines all "special obligation" or revenue
bonds and similar indebtedness of state authorities and institutions at the end of each fiscal year. The state is
not responsible for debt service on any of the indebtedness represented in this chart.
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2, More Control Over Purchasing

In 1989, then-UNC President C.D. Spangler called
for the university system "to move forward aggressively
to make needed changes" in areas such as budgeting
rules and purchasing regulations."' Similarly in 1992,
Ben Tuchi, UNC-Chapel Hill's departing Vice Chancel-
lor for Business and Finance, complained that the uni-
versity is required to purchase equipment, such as com-
puters, from specified dealers at specified prices, and that
if a computer dealer wanted to offer the Chapel Hill
campus a discount, it would be illegal for the university
to accept it.149 He added that institutions that compete
for students, staff, and grants with schools that do not
operate under such state regulations need to be treated
differently from the rest of state government.

Robyn Render, UNC-General Administration's Vice
President for Information Resources and Chief Informa-
tion Officer, says UNC campus leaders also need more
freedom  in state  purchasing. "The university environ-
ment requires the purchase of some things such as cer-
tain  scientific equipment, chemicals, animals even that
are unique to the university and not applicable to the
average state agency," she says. "More freedom would
help us be more efficient and more cost effective."
Again, however, other state agencies can make the same
argument. The State Bureau of Investigation, Depart-
ment of Environment and Natural Resources, and De-
partment of Agriculture all have special equipment
needs, chemical use, or animal use unique to their agen-
cies.

North Carolina statutes establish a detailed set of
requirements that must be followed by state agencies and
institutions in the purchase of goods and services.150 The
Purchase and Contract Division in the N.C. Department
of Administration is the central purchasing authority for
all state government agencies, community colleges, lo-
cal boards of education, and the UNC system. The Di-
vision establishes purchasing contracts for commonly
used items and reviews all requests for purchases by
these entities when the requests exceed certain dollar
amounts described below.151 State Purchase and Con-
tract also develops and administers statewide purchas-
ing policies and audits adherence to these policies. In
1999, the General Assembly created an Office of Infor-
mation Technology Services by upgrading the respon-
sibilities of an earlier state information technology of-
fice and making it responsible for obtaining information
technology goods and services for the state, thereby
removing some of the responsibility for that category of
purchases from the Purchase and Contract Division."'

As with the state building construction projects dis-
cussed above, state government purchases of goods and
services costing less than certain amounts of money have
been exempt from many of the legal requirements man-
dated for larger acquisitions. Although purchases of sup-
plies, materials, and equipment for state agencies gen-
erally must be conducted pursuant to a formal, public

competitive bidding process, as specified in rules
adopted by the N.C. Secretary of Administration, pur-
chases that do not exceed a "benchmark" expenditure
amount set by the General Assembly are exempt from
these requirements."' Similarly, a waiver of competi-
tive bidding can be granted if a vendor is the sole sup-
plier of a good or if there is an emergency or pressing
need for an item. For any contract amount over a pur-
chasing agency's threshold, the waiver of competitive
bidding request must be sent to Purchase and Contract
and ultimately to the Board of Awards for approval. For
contracts within an agency's threshold amount, the
agency is responsible for approving a waiver of com-
petitive bidding."'

Before 1997, state agencies were not subject to the
formal competitive bid procedures for purchases under
$10,000, while the state universities had a $35,000
threshold. In 1997, the General Assembly significantly
raised the amount at which state agencies and the UNC
system did not have to seek approval from the state pur-
chasing office to issue competitive bids for goods and
services. The threshold for the universities was raised
from $35,000 to $250,000, while state agencies and the
other entities subject to the purchasing laws received a
more modest increase from $10,000 to $25,000.'55

UNC Board of Governors members Patsy Perry,
Priscilla Taylor,  and Peter Keber

op
.
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As with the delegations of authority over construc-
tion projects to the individual campuses, the UNC
System's Office of the President is the authority which
determines the threshold amounts for each campus.'S6
The 1997 law permitted all UNC institutions that had
attained the status of "special responsibility constituent
institutions" to be eligible for the expanded purchasing
authority.157 In determining whether to approve institu-
tional requests for expanded purchasing authority, the
statute required the UNC Board of Governors to con-.
sider each institution's "overall capabilities, including
staff resources, purchasing compliance reviews, and
audit reports."158 The law also required the Office of
State Budget and Management to "evaluate the effective-
ness and efficiency of the increase of the purchasing
benchmark and its delegation to the special responsibil-
ity constituent institutions" and to "report its find-
ings and recommendations to the General Assembly by
April 15, 2001."

In April 2001, the State Budget Office filed its re-
port and recommendations regarding the purchasing
benchmark increases."' To determine the effectiveness
of the increase in delegation, the State Budget Office
looked at the impact of the new system on the cost of
goods and services, changes in administrative costs re-
lated to the new system, changes in the amount of time
needed to complete the transactions, and participant sat-
isfaction with the new process. The report stated that
13 of the 16 UNC campuses received additional purchas-
ing authority over their previous $35,000 threshold, with
the increased amounts ranging from a low of $50,000
(at Fayetteville State University, the N.C. School of the
Arts, and UNC-Asheville) to the maximum permitted
amount of $250,000, which was granted to East Carolina
University, N.C. State University, and UNC-Chapel
Hill.160 The Budget Office said, "[t]he universities with
increased delegation reported that they are generally
pleased with the new increased delegation for the fol-
lowing reasons: (1) a substantial amount of time is saved
in purchasing without losing quality, (2) they feel like
they have ownership over the process, and (3) there is
improved flexibility in being able to purchase goods." 16'

In assessing the overall effect of the expanded purchas-
ing authority to the university system and participating
state agencies, the report concluded that the changes had
not been "detrimental to state government agencies,
vendors or the taxpayers" and that the "increased del-
egation has allowed state agencies to improve their turn-
around time thus enabling them to get their goods and
services to the end users sooner." Accordingly, the re-
port recommended that the delegation limits for state
agencies, community colleges, and local education agen-
cies be increased to the same level already given to the
universities - $250,000 - and that the $250,000 limit
"continue to be automatically adjusted biennially based
upon changes in the federal Consumer Price Index for
all goods and services as the General Statutes currently
allow." (Note that the June 2000 scandal in purchasing

at N.C. State's Public Safety Office placed that univer-
sity's continued grant of budget flexibility in jeopardy.
For more details, see p. 92 above).

During the 2002-2003 fiscal year, 6,824 purchases
totaling $204.7 million were made on the campuses be-
tween the old benchmark of $10,000 and the increased
benchmarks, which then ranged from $35,000 to
$250,000. Because of the management flexibility leg-
islation, these purchases were not processed through the
Department of Administration's Division of Purchase
and Contract.162

The 2003 General Assembly further increased the
maximum amount the Board of Governors may delegate
to a special responsibility constituent institution for flex-
ibility in purchasing from $250,000 to $500,000.163 How-
ever, the institutions granted purchasing thresholds that
exceed $250,000 must submit contracts that cost between
$250,000 and $500,000 to the Division of Purchase and
Contract for approval. Notice of the Division's decision
is then sent to that campus, which then proceeds with the
award of the contract or other recommended action. (See
Table 4.11: Authorized Purchasing Benchmarks for UNC
Campuses in Effect April 1, 2005.)

Additionally, the 2003 General Assembly granted
additional purchasing flexibility to campuses for pur-
chase of goods and services not covered under state term
contracts when more than 50 percent of the cost of those
purchases is paid for with non-appropriated funds, such
as grants or contracts.'' The campuses are also exempt
from state oversight if less than 30 percent of the pur-
chase price for items not subject to state term contracts
is to be paid for with state appropriations or tuition
funds. Under the same legislation, campuses were also
allowed to opt out of state term contracts if they could
obtain more favorable terms than provided under state
contract. However, at least two UNC campuses appear
poised to push for even more purchasing flexibility. A
March 2004 report released by UNC-CH and NCSU to
a legislative committee criticized the fact that UNC
schools must use state term contracts at all. The report's
authors recommended that the two institutions releasing
the report should be exempted from the requirement to
use state term contracts and that the legislature should
evaluate whether the other UNC institutions should be
similarly exempted.'65

While the university already has purchasing flexibil-
ity in terms of the dollar amount of a good or service
that can be purchased without having to use the formal
competitive bid process required for larger requisitions,
the university also is interested in more flexibility with
vendors. The university system does not participate in
the state's "e-procurement" system. Robyn Render of
the UNC Office of the President says that a more direct
business [university] to business relationship with sup-
pliers would be more productive and efficient for the
University. Render says, "We need a more direct pro-
curement process between the University and potential
suppliers."
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Table 4.11

Auth o rized P u rchasing Benchmarks fo r UGC  Campuses  in Effect February 1, 2006

Institution
Authorized
Benchmark

Date
Effective

1. Appalachian State University $150,000 January 1, 1998

2. East Carolina University 500,000 December 1, 2003

3. Elizabeth City State University 100,000 April 1, 2005

4. Fayetteville State University 50,000 January 1, 1998

5. North Carolina A & T State University 100,000 January 1, 2000

6. North Carolina Central University 35,000 January 1, 1998

7. North Carolina School of the Arts 50,000 January 1, 1998

8. North Carolina State University 500,000 December 1, 2003

9. University of North Carolina at Asheville 50,000 January 1, 1998

10. University of North Carolina at Chapel Hill 500,000 December 1, 2003

11. University of North Carolina at Charlotte 200,000 January 1, 1998

12. University of North Carolina at Greensboro 500,000 April 1, 2004

13. University of North Carolina at Pembroke 150,000 December 1, 2003

14. University of North Carolina at Wilmington 500,000 February 1, 2006

15. Western Carolina University 250,000 April 1, 2004

16. Winston-Salem State University 100,000 January 1, 1998

17. North Carolina School of Science & Mathematics* 35,000 February 8, 2002

* The North Carolina School of Science & Mathematics is a high school, but is an affiliated institution of the
University.

Note:  The benchmark for North Carolina A & T State University was increased from $35,000 to $100,000 by
the Board of Governors on November 19, 1999, effective January 1, 2000. The benchmark for the North
Carolina School of Science & Mathematics was increased from $10,000 to $35,000 by the Board of Governors
on February 8, 2002, also effective February 8, 2002. Benchmarks for East Carolina University, North
Carolina State University, and the University of North Carolina at Chapel Hill, respectively, were increased
from $250,000 to $500,000 by the Board of Governors on November 14, 2003, effective December 1, 2003.
The benchmark for the University of North Carolina at Pembroke was increased from $35,000 to $150,000
by the Board of Governors on November 14, 2003, effective December 1, 2003. The benchmark for the
University of North Carolina at Greensboro was increased from $150,000 to $500,000, and the benchmark for
Western Carolina University was increased from $100,000 to $250,000 by the Board of Governors on March
19, 2004, effective April 1, 2004. The benchmark for Elizabeth City State University was increased from
$35,000 to $100,000 by the Board of Governors on May 13, 2005, effective April 1, 2005. The benchmark
for the University of North Carolina at Wilmington was increased from $200,000 to $500,000, effective
February 1, 2006.

Source:  University of North Carolina, Office of the President, Finance Division
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UNC Vice President for Information Resources and Chief Information Officer Robyn Render at a meeting in Chapel Hill

Although the General Assembly has not yet given
the UNC system all of the control over purchasing that
it wants, the 2001 legislature did direct the Joint Legis-
lative Education Oversight Committee to study whether
management flexibility for those institutions should be
expanded to include purchasing responsibilities."' Ac-
cording to Jeff Davies, the university welcomes this
study and believes it a good approach for identifying
where there are ways to improve the effectiveness of pur-
chasing in the state. "We all look forward to that re-
port," says Davies. "What we'll have is a thorough as-
sessment that will be beneficial for all of us." The Joint
Legislative Education Oversight Committee did not take
up the matter in time to report to the 2003 session of
the General Assembly because it did not have enough
time between legislative sessions (the 2002 session
ended in December and the 2003 session began in Janu-
ary) to complete the study.

Finally, as mentioned earlier in this section, a sepa-
rate purchasing system was established in 1999 for state
government purchases of information technology goods
and services. Unlike most other state agencies subject
to the state's Purchase and Contract requirements (for
purchases over threshold amounts), the UNC system is

exempt from the jurisdiction of the Office of Information
Technology Services (ITS) by law.1fi7 Robyn Render
says the university needs the exemption because "higher
education has a need for multiple and even competing
technologies." She says, "In the past, there has been a
lack of appreciation for the difference in what a univer-
sity uses information technology for and what an agency
may need for straight staff work." Although the univer-
sity is exempt from the jurisdiction of ITS, a memoran-
dum of understanding was signed in May 2000 between
Information Technology Services and the University
System that ITS would review the respective institutions'
IT purchases when those purchases exceeded threshold

amounts for each campus.168 "We've made a lot of
progress," Render says. "There is better focus and un-
derstanding now, and ITS is in a position to negotiate
with the universities."

According to Render, the University also has
recently secured the ability to lease equipment and now
has the option to participate in state contracts or in inde-
pendent contracts with vendors. In addition to improve-
ments for the University System as a whole, the 2001
General Assembly allowed the Board of Governors to
extend management flexibility for planning, acquisition,
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implementation, and delivery of information technology
and telecommunications to the local campuses.169 How-
ever, after establishing "policies and rules governing the
planning, acquisition, implementation, and delivery of in-
formation technology and telecommunications at the in-
stitution," the statute says each campus board of trust-
ees must "submit all initial policies and rules... to Office
of Information Technology Services for review" ITS also
must review "any subsequent changes to these policies
and rules" made by the boards.

State Chief Information Officer George Bakolia
wrote UNC's Render on October 9, 2003 referencing the
statute requiring the campuses to report to his office,
saying, "please advise me of the status of these policies
and rules, and your plans to comply with the statute....
By October 10, 2003, the Board of Governors had
granted this additional management flexibility for
information technology to 14 of the 16 constituent in-
stitutions (all but the School of the Arts and UNC-
Pembroke). None of the constituent institution's Boards
of Trustees given this flexibility by the Board of Gov-
ernors had submitted either initial policies or changes
in policies to the Office of Information Technology Serv-
ices as of October 27, 2003 according to a letter from
Render to Bakolia. "[N]o campus has implemented any
policy or rule as a result of this [management flexibil-
ity] authorization," says Render.

Having a separate information technology (IT) pur-
chasing process has yielded different rates of spending
for UNC compared to other state agencies. Spending
by UNC campuses on information technology rose at
more than twice the pace of IT spending by 30 other
state agencies. In a report by the Office of State Con-
troller, Robert L. Powell, released on September 30,
2004, UNC campuses increased their spending on infor-
mation technology from $283 million in the fiscal year
ending June 30, 2000 to $335 million in FY 2004 - an
increase of 18 percent. By contrast, 30 state govern-
ment, non-university agencies, departments, and com-
missions increased their information technology spend-
ing by 8.6 percent during the same period. The
Controller found IT spending at East Carolina Univer-
sity up 29 percent, at N.C State University up 21 per-
cent, and at UNC-Chapel Hill up 19 percent. Addition-
ally, the Controller found that the UNC system spends
a larger share of its IT funds on salaries and fringe ben-
efits (46 percent) than other state agencies (34 percent).
UNC campuses also pay their technology employees
$56,566) an average of $5,300 less a year than similar
workers in state agencies ($61,855). However, UNC
campuses spend less for equipment purchases, applica-
tion development, and telecommunications than other
state agencies, according to the report.1' Robyn Render,
Vice President for Information Resources for the UNC
system, told  Triangle Business Journal  that UNC's
higher rate of spending is due to "continued increases
in student enrollment.. " and extensive new construc-
tion projects."'

3. More Control Over Personnel

a. UNC's Complaints  About the State
Personnel System
As of January 6, 2004, the state University system

employed 20,080 (22.64%) of the 88,675 state employ-
ees subject to the State Personnel Act - more state
workers subject to the personnel act than any other state
agency. 172The Department of Correction has 20 percent
of all state workers subject to the Personnel Act, and the
Department of Health and Human Services has another
18 percent. The 16 UNC campuses must follow rules
outlined in the State Personnel Act13 for recruiting and
hiring employees - rules which university leaders say
do not always fit the peculiarities of academic life.
Among the problems cited by Kitty McCollum, UNC-
General Administration's Associate Vice President for
Human Resources and University Benefits Officer, are
the following:

  N.C. General Statute 126-5 (cl) states that, except
for the law's sections conferring certain privacy and
equal opportunity protections, the State Personnel
Act does not apply to "instructional and research
staff, physicians, and dentists of The University of
North Carolina," nor to "[e]mployees whose salaries
are fixed under the authority vested in the Board of
Governors" under specific statutes (which apply to
chancellors;"' vice-chancellors, senior academic and
administrative officers, and persons having perma-
nent tenure;15 the UNC President, a UNC system
senior vice-president, and "other vice-presidents and
officers as may be deemed desirable" who are elected
by the Board"'). The means the University has more
flexibility than other state agencies in the personnel
arena. Yet, McCollum says the laws which list po-
sitions that are exempt from the State Personnel Act
do not clearly define the categories that relate to em-
ployment in higher education, such as admissions
and financial aid. To improve this situation, univer-
sity leaders have presented proposals to the General
Assembly and the State Personnel Office to exempt
positions for which applicants are recruited on a na-
tional basis, that are professional in nature, or are
typically not in the classified work force.

  The state Personnel Commission sets the rules for the
university employees who are subject to the State
Personnel Act. These employees occupy executive,
administrative, managerial, and professional posi-
tions ranging from accountants, development offic-
ers, and computing consultants to physician extend-
ers, social workers, and clinical nurses. They also
fill positions in technical and paraprofessional fields,
such as computer systems administration, dental hy-
giene, laboratory management, and electronics.
Other employees subject to the Act are secretarial and
clerical staff, service occupations, skilled craftsmen,
and maintenance personnel. On the other hand, the
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Board of Governors sets personnel policies for chan-
cellors, senior academic and administrative officers,
and university faculty members who are exempt from
the State Personnel Act. This dual system results in
a division of responsibility that McCollum says "im-
pedes the university's ability to effectively and effi-
ciently manage its human resources."

® The Office of State Personnel requires what UNC
leaders contend is "excessive documentation" for
transactions requiring that agency's approval. For ex-
ample, UNC-Chapel Hill's Merit-Based Recruitment
and Selection Plan"' requires that "[a] record in a
format useful to the University and acceptable to the
Office of State Personnel will be maintained for each
selection or canceled vacancy for a minimum of three
years. Each record consists of the:

• job analysis (if any) conducted for the vacancy,
including any additional knowledge, skills and
abilities and/or selective criteria that resulted from
the job analysis;

UNC Board members Brad Adcock and Brad Wilson

• vacancy announcement recruitment sources;

• selection tools and criteria applications received;

• priority re-employment inventory/register Refer-
ral Record; and

• listing of applicants who are not qualified, quali-
fied, and most qualified.

The plan also requires the UNC-Chapel Hill Human
Resources staff to "comply with the reporting and
plan update requirements of the Office of State Per-
sonnel," in addition to providing annual summaries
of personnel recruitment and selection activity for the
UNC-CH chancellor.

  The existing state classification system does not "ad-
equately recognize the current roles and responsibili-
ties in a university setting, especially with respect to
research (i.e., grant-funded) and student services po-
sitions," McCollum says. An example cited by
former UNC Vice President for Human Resources
Ronald G. Penny (who had previously served as State
Personnel Director and as an attorney for Elizabeth
City State University) involves laboratory technicians
that work for state agencies and those that work for
the university. "They have lab techs (laboratory tech-
nicians) in the Department of Agriculture, and they
have them in the Department of Environment and
Natural Resources. One series of lab techs may in-
deed go out and collect samples and then come back
to the lab on a routine basis. Our [the university's]
lab techs may have a completely different kind of
world in which they are not following a defined pro-
tocol but instead discover something new and then
have to make a decision about the next analytical tool
they must use. Therefore, they have more indepen-
dence of judgment. In the state system, I have to treat
that lab tech - the one with more independence of
judgment -just as I'm treating these other lab techs
even though I'm expecting more from this other lab
tech," Penny explains. "I'm expecting my lab tech
to use a lot more independence of judgment, a stron-
ger analytical ability, maybe even, in many instances,
higher education credentials. So, we still have a ba-
sic problem of trying to fit a system that is designed
primarily against the evils that can come with poli-
tics onto a world that doesn't have those evils." Uni-
versity officials also believe that research personnel
at other state agencies are involved in more limited
research that does not change as rapidly as it does in
a university setting. And, unlike student services
positions at the state's universities, such positions in
the public school system are said to differ because
public school employees are exempt by law from the
State Personnel Act. Still, part of the University's
argument is negated by the fact that N.C. General
Statute § 126-5(c1)(8) exempts employees of the pa-
tient care programs at the UNC and ECU Schools of
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Medicine and employees of the UNC Health Care
System from most provisions of the State Personnel
Act.

  Current state personnel rules make it difficult to re-
act to employment market trends affecting universi-
ties, says McCollum. She says there is no merit-
based system for allocating  annual  salary increases
to university employees covered by the State Person-
nel Act, and the current performance evaluation sys-
tem is not "conducive to a university environment."
She adds, "Institutions are not permitted to develop
their own evaluation programs" The UNC system
also finds it difficult to develop benefits packages that
are competitive with peer institutions since oversight
of these programs is divided among several state of-
fices, including the Office of State Treasurer (for the
retirement system), the State of North Carolina

Teachers' and State Employees' Comprehensive
Major Medical Plan, and the Office of State Person-
nel (for flexible benefits).178

McCollum and other UNC leaders emphasize that
legislation enacted in 1991 allowing more flexibility in
university personnel policies19 has led to greater coop-
eration between the Office of State Personnel and the
university system. The new law established standards
under which campus chancellors could create and abol-
ish personnel positions. Positions subject to the State
Personnel Act could be added or deleted, provided the
chancellor complies with State Personnel policies and
procedures and permits "[t]he results achieved by estab-
lishing and abolishing" the positions to "be subject to
postauditing by the Office of State Personnel."

The UNC system also has been delegated the author-
ity for approval of personnel actions through an agree-

ment with the State Office of Personnel. 180

State Personnel Director Thomas Wright [not
the N.C. Representative from Wilmington with
the same name] says, "UNC has a 100 percent
delegation agreement to reclassify, reallocate,
etc. positions, without our [the state Office of
Personnel] approval. They can reallocate po-
sitions and salary levels as long as it's within
the rules of the state system. The UNC sys-
tem doesn't really come to us for approval on
anything, they are totally independent in what
they are doing anyway."

The University argues that it's such "rules

of the state system" that pose a challenge and
that the system needs to be fixed. According
to Kitty McCollum, even under the delegation
agreements, there are personnel transactions
that cannot be delegated or that do require
Office of State Personnel approval, including
the creation of new classification titles that are
unique to higher education, unique to a cam-
pus, or in research areas where new skills or
technology are utilized.

Leaders from the State Personnel Office
and the university have formed an advisory
board that is looking at ways the state person-
nel system can be made more responsive to
university concerns. Some of these concerns

"The goal is not to get separated from

the state plan. The goal is to get better

benefits.... What we're saying is, for

this pilot program, let us control the

premiums we charge for employees

and their families. "

-UNC VICE PRESIDENT AND

GENERAL COUNSEL LESLIE WINNER
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include making salaries and benefits more competitive,
allowing for portable retirement plans, and autonomy
from the state's classification system.

In terms of more competitive salaries, former UNC
Vice President for Human Resources Ron Penny speaks
from his former experience as State Personnel Director
to the state's method of establishing a pay scale and how
that affects the university. "One of the issues is that
when State Personnel surveys salaries, they tend to sur-
vey only in North Carolina. So if we're trying to at-
tract people from outside the state, there is not a national
benchmark, it's a North Carolina benchmark. Second,
they [the Office of State Personnel] tend to survey em-
ployers all over the state. Therefore, you are going to
have the Triangle employers, the eastern North Carolina,
and the western North Carolina [employers]. The Tri-
angle tends to have the highest rates, while the far east
and far west tend to have lower rates. What you end up
with is a weighted average, but that weighted average
still means that your salary will be below the Triangle
rate and above the eastern and western rates," says
Penny.

He says the differences between campuses are
"enough so that the western and eastern people are say-
ing these rates are too high in some instances. In other
instances, they are too low because the more professional
the job, the harder it is to get people to go to the east or
to the west, and therefore they have to pay more. They
would then flip the coin and say I'm not paying enough.
It tends to bring the average down so that it's too low
for Raleigh but too high typically for some of the other
areas. Therefore, you don't come up with a salary that
is good for anyone. If you are going to create a new
world, what you are going to do is look at the human
resource values that you are trying to protect or foster.
What is it that you want to make sure is protected for
employees, what is it that you want to promote? Then
you set policies that seek to protect and foster those, but
allow each campus the ability to then design a program
within it."

With regard to position classification, Penny says,
"The state has put in place a system that sort of defines
everything, and therefore it takes away the ability for
someone to look at credentials and say, `yes, she only
has three years of experience, but that experience is of
a higher quality.' They [the Office of State Personnel]
will say she has six years and she has three, I'm going
to pick the one that has six because the numbers are
there. But if that six isn't of the same quality, the per-
son with three could be better prepared for the unique
job." Penny adds, "We can't change that. The system
requires that we administer it consistent with rules."
Acknowledging that the rules are hard to change, even
for the Office of State Personnel, Penny says, "If they
[the Office of State Personnel] wanted to change a pe-
riod to a comma in their rules it would take them prob-
ably until June of next year (7 months) because it has
to go through the administrative procedures process. It's

"I don't know how they're going to pay for it.

From what I've  seen,  it is a Mercedes plan,

and we're on a bicycle budget. "

- JACK WALKER

FORMER EXECUTIVE ADMINISTRATOR

OF THE OVERALL STATE EMPLOYEES' HEALTH PLAN

just very difficult to run a State Personnel Office, even
if they overhaul it and got it right, personnel change is
dynamic."

Ron Penny does note the advisory board's effort to
identify state personnel regulations that could be handled
at the university level but says "there are some instances
in which the universities are different from other state
agencies, and there are some instances in which there
are perceived differences that aren't really there." For
example, the division of responsibility between the State
Personnel Commission and the Board of Governors in
managing university employees is "not unique to the
university," Penny says. "Each state agency is run by
people who are elected by the state of North Carolina
[or are appointed by the Governor]."' So they have to
abide by the legislature's desires as well as the rules of
their own agencies." He adds that policies such as merit
pay are determined by the legislature, not the State Per-
sonnel Office, as are benefits such as insurance and
health care coverage. Paid leave is one employee ben-
efit affecting university employees that the Personnel
Office has agreed to review.

As part of its 2005-06 legislative package, the UNC
Board of Governors seeks legislative approval for an
experiment in which it would create its own employee
health insurance program. Under this proposal, the uni-
versity system would provide health insurance directly
to 37,000 state university employees and about 24,000
dependents. UNC says it hopes to drive down costs by
using university hospitals, pharmacies, and fitness cen-
ters, and it wants to place a greater emphasis on wellness
and preventive health care. A consultant's report pro-
vided to Board members said the pilot program might
restrict choices of doctors and hospitals. UNC leaders
also want to broaden the university's insurance plan to
compete for faculty recruited from other states.

"The goal is not to get separated from the state plan.
The goal is to get better benefits," said Leslie Winner,
the University system's general counsel. "We're not
trying to break off, but we're not just trying to tinker
with it either. What we're saying is, for this pilot pro-
gram, let us control the premiums we charge for employ-
ees and their families." 182

Jack Walker, former executive administrator of the
overall state employees' health plan was skeptical of
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UNC Associate Vice President for Finance James Smith  at a  Board of Governors meeting in Chapel Hill

UNC's  plans. "I don't know how they're going to pay
for it,"  he said . "From what I 've seen ,  it is a Mercedes
plan, and we're on a bicycle budget."183

The State Employees Association of North Carolina
also said it was uncertain whether the UNC proposal
would cover retirees,  the most expensive group to insure.
Sherry Melton ,  the association 's communications direc-
tor, said covering younger ,  healthier ,  active university
employees and not covering older,  sicker retirees would
drive up costs for everyone else in the Teachers' and
State Workers' Comprehensive Major Medical Plan.
Melton added , "Obviously ,  we would have a problem
with that"184

b. State  Personnel :  Reform for the Whole System,
Not Dual  Systems
State Personnel Director Thomas Wright agrees that

the state personnel system is in need of reform. "I can
see where the UNC system is coming from, but all state
agencies have the same issues, " says Wright. "There is
a need for the state to start at ground zero and revamp
the whole state personnel system but not to have UNC
and other agencies cut bait and run. If they [the UNC
System] are given an option to pull out, then the other

agencies should be as well Wright also notes that there
would be an advantage to the UNC system if they had
their own personnel system, but that such an advantage
could come with reform at the state level. He says, "The
benefit of the UNC System having their own personnel
structure is that they could be more market competitive
not just in salary, but in retirement, personal and sick
leave issues, health insurance, etc. However, the state
as a whole needs to embrace modern practices. We rec-
ognize that one size does not fit all. That is why we need
to look at the state's system." The General Assembly
passed legislation in 2001 that authorized the Legislative
Research Commission to study the state's overall system
of personnel administration."' The 2001 General Assem-
bly also asked the Joint Legislative Education Oversight
Committee to study whether management flexibility for
special responsibility constituent institutions - which
now includes all 16 campuses - should be expanded to
include personnel  issues. 116 The 2001-02 General As-
sembly did not have enough time between sessions to
study these issues. A 2002 advisory opinion by the N.C.
Attorney General's Office underscored that the intent of
the legislation establishing the single statewide employee
benefits plan was to avoid competition between state
agencies with regards to providing benefits. 117
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Senate Appropriations Committee Co-Chair Walter
Dalton (D-Rutherford) does not close the door on the
idea of additional management flexibility in personnel
for the University but thinks the issue should be stud-
ied in the context of the entire state personnel system.
Dalton says, "I'm open to studying the issue, but we
need to compare what we would be doing with the rest
of the nation, and assess the impact of it on the Univer-
sity as well as the rest of state government." Pulling the
University out of the state personnel system could cre-
ate ill feelings among state workers from other agencies,
especially those most affected by the recent years of
continuous budget cuts and more work for fewer work-
ers. Senator Dalton says, "The morale issue [for all state
workers] has to be considered when we look at the state
personnel system."

UNC President Molly Broad points out that public
universities in many other states have their own person-
nel systems that are not linked to state personnel agen-
cies. She says, "That is one example of a longstanding
practice" in higher education that could be replicated in
North Carolina. She says the development of new in-
formation technologies and the Internet have opened up
new areas for management reform in areas such as per-
sonnel. But Broad says that UNC has not yet "ad-
equately made the case to change the statutes" regard-
ing state rules the University must follow. Instead, UNC
leaders are trying to garner legislative and state agency
support for incremental steps toward greater manage-
ment flexibility for the University system. "At some
point in time, I'd like to see that shift to a full-fledged
study or report that says, here are the best practices by
universities, and here's what we do," Broad says. "The
sooner we are persuasive, the better for the University
and the state."

c. New York  as a Model?
President Broad notes that a similar effort to elimi-

nate red tape was successfully undertaken some years
ago by the State University of New York (SUNY) sys-
tem. A blue-ribbon commission was created with the
backing of the Governor and the New York legislature
to study statutory provisions and regulations that were
hampering the university's ability to manage its affairs
effectively. Under the New York system, each of the
SUNY campuses now is responsible for its own faculty
and professional recruitment and staffing procedures.
Two groups of university employees are exempt from the
state's civil service laws: (1) management and confi-
dential employees who are designated as such by the
SUNY board of trustees or SUNY chancellor under state
law, and (2) faculty and non-teaching staff who provide
"professional services" and who are certified by the
SUNY chancellor as such to the state civil service com-
mission."' The professional services group is repre-
sented by a union - the State University Professional
Services Negotiating Unit. All other SUNY employees

- which consist primarily of clerical and technical sup-
port staff, entry level administrative positions, and other
support functions such as maintenance, operation, and
security - are considered nonprofessional "classified
staff' and are subject to the state civil service laws. Re-
cruitment procedures for these positions are governed by
the civil service laws, administrative regulations, and
agreements negotiated with various unions representing
public employees. University vacancies in these posi-
tions are filled in cooperation with the Department of
Civil Service, which tests and grades applicants for ini-
tial hire and promotion and coordinates the filling of
vacancies across all state agencies.

Nonetheless, the SUNY board of trustees has con-
siderable authority over nonprofessional staff positions
at the various campuses. Under state law, the board sets
a schedule of positions and salaries governing new ap-
pointments to nonprofessional services positions, and the
trustees can remove individual positions or groups from
these schedules."' The board can transfer nonprofes-
sional positions from one institution in the state univer-
sity system to another, can make employee promotions,
and can adjust salaries when reallocating nonprofes-
sional positions.

Although some university leaders in North Carolina
would prefer that UNC be able to operate free of the
constraints of state personnel regulations, current efforts
are aimed at streamlining particular rules without remov-
ing public accountability safeguards. President Broad
suggests that UNC and state agency leaders could ex-
plore some of the measures taken by higher education
systems in other states to ease red tape and increase the
efficiency of their institutions. She notes that national
consulting agencies and associations have experience
with helping higher educational systems streamline their
management practices. "We're in a time, as in every
other industry, where the old rules don't work anymore,"
Broad says. "Given the budget constraints we now face,
all of us are going to have to think about different ways
of doing business."

President Broad cited recent legislation freeing the
UNC Health Care System from some of the state per-
sonnel regulations governing the rest of the university
system as a good step toward needed reform in North
Carolina. A special provision buried in the 348-page
state budget bill enacted by the General Assembly in
1998 loosened management rules and created a separate

"The morale issue [for all state workers]

has to be considered when we look at

the state personnel system. "

- WALTER DALTON (D-RUTHERFORD)

CO-CHAIR,  SENATE APPROPRIATIONS COMMITTEE
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Sidebar 4.4

Property Tax Exemption for

University-Associated Nonprofits

In August 2004, nonprofits associated with public
higher educational institutions were granted an ex-
emption from local government property taxes in
North Carolina by the legislature, an advantage not
accorded to the nonprofits controlled by any other
state agencies except the community colleges. The
exemption is related to a dispute between Appala-
chian State University and Watauga County. A non-
profit entity, Appalachian Student Housing Corpora-
tion, which was created by Appalachian State

University for the purpose of constructing and oper-
ating a privately-funded dormitory, requested prop-
erty tax exemptions from the Watauga County Board
of Commissioners for tax years 2001 and 2002. The
county board denied the exemptions. Appalachian
Student Housing Corporation subsequently appealed
to the North Carolina Property Tax Commission. In
March 2003, the tax commission ruled in favor of the
county, saying, "The operation of a student housing
facility is not a use that qualifies under the statutes
of North Carolina as an educational purpose" and that
"the subject student housing facility is not owned by
Appalachian State University[.]"

Appalachian Student Housing Corporation ap-
pealed the tax commission's decision to the N.C.
Court of Appeals. On July 20, 2004, a three judge
panel comprised of Chief Judge John C. Martin and
Judges Robert C. Hunter and Alan Z. Thornburg ruled
in favor of Appalachian Student Housing Corporation.
The court overturned the property tax commission's
finding that the state didn't own the nonprofit's prop-
erty since the property was held in trust for the ex-
clusive benefit of Appalachian State University and
further expressed "strong disagreement" with the tax
commission's assertion that student housing didn't
qualify as an educational purpose.

Meanwhile, Senator Tony Rand (D-Cumberland)
had filed a bill in the legislature on March 3, 2003
to exempt all property held in trust by nonprofits for
institutions of the University from local property tax.
A version of the bill approved by a Senate commit-
tee in May 15, 2003 retroactively applied the exemp-
tion to July 2001. As of May 2003, when legislative
researchers estimated the fiscal impact of the bill, six
of the 16 constituent institutions of the University of
North Carolina had formed nonprofit organizations
that qualified for the property tax exemption. Legis-
lative researchers reported that nonprofits already
existed at Appalachian State University, Fayetteville
State University, the N.C. School of the Arts, N.C.
A&T State University, UNC-Pembroke, and Winston-
Salem State University, and that North Carolina Cen-
tral University was in the process of developing such
an organization.' After rewriting the bill to apply to
nonprofit organizations using property for educational
purposes for the benefit of UNC, the community
colleges, or other institutions of higher education,
stating that providing student housing was an educa-
tional purpose, and making the bill effective begin-
ning July 1, 2004, the General Assembly ratified the
bill on July 19, 2004 - ironically, one day before
the Court of Appeals ruled in favor of Appalachian
Student Housing Corporation. The bill was signed
into law by the Governor on August 2, 2004.2

Footnotes

' Linda Struyk  Millsaps,  North Carolina General Assembly

Legislative  Fiscal Note SB 277 (SCS),  May 15, 2003, p. 2.
2 2004 Session  Law 2004-173 (Senate  Bill 277).

board to govern operations at the UNC Health Care
System.19' An editorial written while the changes were
being considered noted that "[h]orror stories abound of
the [UNC] hospital having to wait six months to hire a
key employee or buy medical equipment, while Duke
Medical Center is out snapping up hospitals and medi-
cal practices.""' "We can't be like Nero sitting around
with our fiddle while Rome is burning. We've got to
change too," stated UNC President Broad while the Gen-
eral Assembly was considering the proposed changes.'92

After the change in the hospital law was approved, she
said, "We got relief for that entity. I've made it clear to
them that if they can be the exemplars of some best
practices, the hospital could be a demonstration project"
for how greater management freedom can make the uni-
versity system more efficient.

Not everyone sees UNC's requests for more flex-
ibility in personnel systems as positive, however. First,
the New York personnel system cited as a model by
President Broad operates in a state that is heavily union-
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ized, unlike North Carolina. Second, UNC Health Care
System employees and their advocates have questioned
whether giving UNC administrators the same manage-
ment powers as their private-sector counterparts will
mean lower wages for hospital workers and a lower qual-
ity of care for hospital patients.193 Also, UNC Health
Care System's 1999 purchase of Raleigh's private Rex
Hospital and Duke University's lease of Durham Re-
gional Hospital and purchase of Raleigh Community
Hospital in 1998 raised concerns that UNC would be,
in effect, dividing the Raleigh-Durham-Chapel Hill
area's landscape into two competing hospital camps. 194

Others wondered whether the changes enacted in 1998
might impede UNC's historic mission of serving the in-
digent and uninsured, for which it received more than
$38.4 millioni95 in state money in 2003-04.191 Regard-
less of how these issues are dealt with, it is not certain
that these changes in UNC Health Care System's legal
status will offer much of a precedent for the rest of the
UNC system. Although the UNC Health Care System
bears some similarities to the rest of the university -
such as its responsibility to conduct research and train
new health care professionals - it is dissimilar in nu-
merous ways. The UNC Health Care System is com-
peting mostly with the  for-profit sector  and must respond
swiftly to market conditions in a highly competitive
environment. Public universities generally compete only
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with other public universities or with private colleges and
universities in the  nonprofit sector.

Third, recent handling of personnel issues by cam-
pus administrators has raised red flags with legislators
about the wisdom of granting increased flexibility on
personnel decisions to the University. For example,
when most state employees got a flat pay raise of $625
in 2001, employees closest to UNC-Chapel Hill Chan-
cellor James Moeser and former N.C. State Chancellor
Marye Anne Fox received pay raises ranging from
$9,375 to $30,340.197 After the pay hikes came to light
in 2002, future Co-Speaker of the House Richard

Morgan (R-Moore), called the raises "bait" for legisla-
tors looking for places to cut spending. Morgan says,
"Situations like these that have been popping up at dif-
ferent campuses have given rise to legislators talking
more about the university system. I happen to think the
university is an important and cherished asset to the
state. But we expect the people who run the campuses
to show good judgment." 198

However, on October 10, 2002, UNC-Chapel Hill
Chancellor James Moeser inked an employment separa-
tion agreement worth $313,908 with Susan Ehringhaus,
former General Counsel and Vice Chancellor.199 Under
the agreement, Ehringhaus would still work for the in-
stitution, but in a different job. Following a round of
public criticism, Moeser publicly apologized for the deal
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UNC-Chapel Hill Chancellor James Moeser and N.C. State University Chancellor James Oblinger

and announced that the money to pay for the arrange-
ment would come from private sources instead of public
appropriations. After meeting with Moeser to discuss the
matter, UNC President Molly Broad and several mem-
bers of the Board of Governors acknowledged the legal-
ity of the agreement but denounced the settlement as
"excessive and indefensible." UNC Board of Governors
Chairman Brad Wilson issued a written statement about
the agreement, saying, "It reflects poorly - and unfairly
- on the entire University of North Carolina." In a later
interview on the matter, Wilson said, "I am concerned
about the impact it has had on [the University's] image
and what it may mean for the upcoming legislative
session."200

Then, in October 2004, State Auditor Ralph
Campbell released an 85-page special review of the
North Carolina School of the Arts and its foundation.
The Auditor's report found that a personnel department
employee with an annual salary of $49,412 was paid
$69,112 for inadequately documented overtime during
a 29-month period, that the school inappropriately re-
classified a position twice in the personnel department
without required approval from UNC, that the school
overpaid a personnel assistant because of incorrect over-
time calculations, that a personnel analyst approved per-

sonnel actions (including overtime and one-time pay-
ments) for her sister, and that the school inappropriately
paid 20 employees special one-time payments amount-
ing to more than $53,000, mostly for work that appeared
to fall within the scope of their regular jobs .211

The Auditor's review also said that state and
university-affiliated foundation money was used to fund
three spending accounts not reported to foundation board
members. Expenses totaling $269,224 were paid from
the these accounts for cell phone bills, country club
memberships, and $15,000 in lease payments for a
Cadillac Escalade for former Vice Chancellor for
Finance and Administration Joseph L. Dickson. Dickson
also received more than $90,000 for consulting and ex-
penses over 13 years from the foundation in violation
of university policies. Dickson transferred three acres
of land without authorization, resulting in the misappli-
cation of $108,000 from the foundation. He also mis-
applied $177,945 from the foundation related to five
houses that had been donated. Subsequently, $25,000
was used as a down payment for a $1 million condo-
minium intended as a new residence for Chancellor
Wade Hobgood. Finally, School of the Arts employees
appeared to be abusing an employee loan program by
using it as revolving lines of credit. Vice Chancellor
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Dickson and two other employees have resigned. All
told, the audit questioned $987,483 in expenses and di-
versions.

State Auditor Campbell said the findings were as
serious as any his office had released because School of
the Arts employees had engaged in "willful, deliberate,
and intentional" behavior and then misled state investi-
gators. Campbell compared the situation to the corpo-
rate scandal at now-bankrupt Enron Corporation because
money was shifted between related entities specifically
to avoid detection and skirt state rules.

"Today, Enron is financially and morally bankrupt,"
said Campbell. "Our university system cannot and
should not sink to that level. This kind of situation must
not be allowed to spread to our public university sys-
tem, or to erode the confidence of our taxpayers and the
donors to those universities."

Campbell recommended that the Board of Governors
consider revoking the school's budget flexibility. UNC
President Molly Broad did not revoke its budget flexibil-
ity but did take over financial management of the school
in November 2004. She placed the school on a 90-day
notice to straighten out its finances or lose its budget flex-
ibility, which allows universities in the system to keep
unspent money at the end of the fiscal year and to make
certain personnel changes without state approval. Presi-
dent Broad described the Auditor's findings as "deeply
troubling" in her response to the Auditor. 202

The proposals for additional autonomy are generally
referred to as "requests for flexibility." Legislative sen-
timent on this point varies. Senate Appropriations Com-
mittee Co-Chair Walter Dalton (D-Rutherford) says,
"UNC has to have managers who are more effective and
efficient, and [the legislature] should give them the tools
they need and hold them accountable for their actions."
Dalton, though a strong supporter of the University who
is open to discussing additional flexibility, also has no-
ticed the way campus leaders have handled the flexibil-
ity already granted them, saying, "There have been oc-
casions where decisions made by University officials
have been less than optimal, but the legislature certainly
doesn't need to micro-manage" After a September 2003
recap of University system difficulties by  The News &
Observer,  House Co-Speaker Richard Morgan questioned
whether management flexibility for the university system
is working and indicated that other lawmakers are ex-
pressing doubts as well. Morgan said, "Enough mem-
bers [of the General Assembly] are asking questions that
it won't be far off that we start asking more questions » 203

Possible moves by the legislature to examine the
results of management flexibility may come as the uni-

versity pushes for more flexibility. In February 2004, the
Board of Governors' Public Affairs Committee reviewed
a package of legislation to be requested in the 2005 ses-
sion of the N.C. General Assembly which includes a re-
quest to "provide the authority for the University of North
Carolina to create a separate university personnel system
that would better reflect the needs of a multi-campus,
multi-mission, higher education system."204

At a March 2004 meeting of the General Assembly's
Joint Select Committee on Economic Growth and Devel-
opment, UNC-CH and N.C. State jointly released a study
authored by Jim Roth of Huron Consulting Group, which
recommended that the legislature "widen the exemption
of North Carolina's public research universities from the
State Personnel System." Roth's report also says, "North
Carolina is increasingly an outlier [among states] with
respect to research university involvement in and control
by a centralized personnel system." Even though the data
presented in the report only draws comparisons between
UNC-CH and N.C. State with other national research
universities, Roth writes, "it is likely that other UNC
campuses would also benefit from these recommenda-
tions." Roth specifically criticizes the state personnel
system for not differentiating between "nationally mar-
ketable research staff and state-focused, agency-based

employees," for not offering a flexible benefits program,
for having a rigid pay scale, and for having inefficient
administrative processes relying on non-automated
(paper) forms.205

The problem, university leaders say, is a heavy bur-
den of state regulations that UNC schools bear as pub-
lic agencies. They argue they should be treated differ-
ently than other state agencies, but they have trouble
saying why they should be singled out for special treat-
ment. Leslie Winner, UNC General Administration Vice
President and General Counsel and a former legislator
says, "The UNC system delivers a different product than
other state agencies and deals with different types of
vendors. It's not that the UNC system can't operate
under state systems. It just makes it unnecessarily more
cumbersome and is not necessary for appropriate ac-
countability." However, every other state agency can
make the same argument.

Thus, to the extent that the UNC Board of Gover-
nors argues for new powers or special treatment for the
university system, it is going to have. to make a com-
pelling case for why it is different from other state
agencies. It also might achieve the same powers or
treatment by advocating that reform is needed for  all
state agencies in construction, purchasing and contract-
ing, and personnel.
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1. Existing Areas  of Special Treatment for UNC

In a least 12  ways,  the university system already
receives separate or special treatment that is not accorded
to most other state agencies ,  as follows:

a. Construction and Purchasing
(1) The University system has a higher threshold

($2 million) than other state agencies ($100,000) for
construction as well as repair and renovation projects
that must be subject to management by the State Con-
struction Office.

(2) The University system was granted special au-
thority for "construction management at risk" in con-
tracting for 42 construction projects approved by the
voters in the November 2000 bond referendum. This
special exemption by the State Building Commission
preceded changes by the General Assembly that allowed
other agencies to use alternative construction contracts
and a more flexible bidding process.

(3) Unlike other state agencies, the University sys-
tem as a whole and individual campuses are exempt from
the jurisdiction of the Office of Information Technology
Services, which normally oversees purchases of infor-
mation technology goods and services.

b. Personnel
(4) UNC Hospitals has special flexibility on man-

agement rules, equipment, and personnel. Also, employ-
ees of the patient care programs at both the UNC-CH
and ECU Schools of Medicine, as well as employees of
the UNC Health Care System, are exempt from most
provisions of the State Personnel Act.

(5) The State Personnel Act does not apply to "in-
structional and research staff, physicians, and dentists of
the University of North Carolina," nor to "[e]mployees
whose salaries are fixed under the authority vested in the
Board of Governors, thus already exempting 44 per-
cent206 of University employees."

(6) The University system has more flexibility to
reclassify personnel positions and to reallocate positions
and salary levels than other state agencies.

(7) UNC-Chapel Hill employees get an additional
four hours of paid time each year to prepare grievances
against their bosses, compared to the eight hours granted
all other state employees. About 60 employees filed
grievances with UNC-CH in 2003, which amounts to 240
hours of additional paid time, if each employee used it.207

(8) University faculty have more job security than
other state employees through the tenure system, and
they receive the highest pay of any category of state em-
ployees. Faculty also are allowed to augment their in-
comes through consulting (in which they are paid by
other employers for days that they are also on state

government's payroll) and their contracts typically are
for nine months of work, not 12.

c. Revenue Sources
(9) Individual campuses within the University now

have the power to initiate requests to the Board of Gov-
ernors for tuition and fee increases and keep the pro-
ceeds, which, in effect, means they have the power to
generate and control a source of revenue separate from
General Fund appropriations.

(10) The University also can issue special obliga-
tion and revenue bonds with the approval of the Gen-
eral Assembly for self-liquidating projects such as dor-
mitories, parking decks, etc., which is another source of
revenue not available to most state agencies.

(11) Nonprofits controlled by public higher educa-
tional institutions have been granted an exemption to
local government property taxes in North Carolina, an
advantage not accorded to the nonprofits controlled by
any other state agencies except the community colleges.

d. General
(12) All 16 UNC  campuses now have been desig-

nated as "special responsibility constituent institutions"
which gives them more authority over budgeting, pur-
chasing, and personnel and allows them to retain up to
2.5 percent of the funds not spent at the end of the fis-
cal year,  a privilege not given to any other state agen-
cies and one that is especially controversial during years
of shortfalls in the state 's budget.

2. Cautionary  Tales  of Flexibility

However, at least nine cases of abuses have occurred
with this increased flexibility, and these instances raise
questions about whether special treatment for the uni-
versity system is either warranted or wise, as follows:

(1) With the budget flexibility given to "special re-
sponsibility constituent institutions," the N.C. State Uni-
versity Public Safety Director used more than $2.2 mil-
lion in unspent department personnel funds to make
more than 100 questionable purchases over a six-year
period, including TV sets, VCRs, and a mountain bike,
many of which he kept in his home or truck, prompting
a State Auditor's investigation.

(2) Fayetteville State University also was threatened
with revocation of its management flexibility if it did not
correct problems identified by the State Auditor in book-
keeping, management oversight, and financial reporting.

(3) UNC-Chapel Hill's Kenan Flagler Business
School and N.C. State's Carter Finley Stadium used the
availability of a mix of public and private financing to
begin construction before safety inspections were com-
pleted by the N.C. Department of Insurance, thereby
avoiding provisions of the State Building Code.

(4) The State Auditor said the University's decentrali-
zation of the construction oversight function had negatively
affected the timeliness of the flow of information to the
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State Construction Office and State Building Commission.
(5) UNC Hospitals' flexibility in construction con-

tracts and bidding procedures resulted in a 31.5 percent
increase in the estimated cost and an opening date that
was more than four years behind the original scheduled
completion date of November 1997. When the legisla-
tion granting special flexibility to UNC Hospitals passed
in 1998, President Molly Broad said, "We got relief for
that entity. I've made it clear to them that if they can
be the exemplars of some best practices, the hospital
could be a demonstration project" for how greater man-
agement freedom can make the university system more
efficient. This is not exactly the poster child for flex-
ibility she hoped it would be.

(6) Inadequate oversight of spending in a scholars
program for doctors at UNC-Chapel Hill is now the ex-
ample that the Robert Wood Johnson Foundation (which
funded the program) uses in how not to manage the pro-
ceeds from the foundation's grants to similar programs.

(7) In the middle of an acute state budget shortfall
when most state workers only got a flat pay raise of
$625, Chancellors at NCSU and UNC-Chapel Hill gave
sizable pay raises ranging from $9,375 to $30,340 per
year to some of their immediate subordinates.

(8) UNC-Chapel Hill Chancellor James Moeser
signed an employment separation agreement worth
$313,908 with his former General Counsel that the
Chairman of the Board of Governors described as "ex-
cessive and indefensible."

(9) The State Auditor discovered nearly $1 million
in financial abuses at the N.C. School of the Arts that
included spending on cellular phone bills, country club
memberships, lease payments for a Cadillac Escalade for
a Vice Chancellor, undocumented overtime expenses,
special "one-time payments" to 20 employees, a down
payment on a condominium to be used as a residence
for the Chancellor, undisclosed accounts, and question-
able real estate transactions between the institution and
its related foundation and nonprofit entities - practices
the Auditor described as "Enron-style." President Broad
described the findings of the special review as "deeply
troubling" and took over financial management of the
school in November 2004.

These situations raise questions about special grants
of flexibility being given to the University system as a
whole or to the 16 campuses individually and about
whether the larger research universities are any more
likely to avoid problems than the smaller campuses. If
the University system is to be treated differently from
other state agencies, then it should be made only after a
study commission has examined state construction,
purchase and contract, and personnel procedures, and
found either that the systems need to be modified and
updated for all state agencies or that the University sys-
tem has made a compelling case that standard state gov-
ernment oversight should not apply to them and that in-
stances of special grants of flexibility can be handled
efficiently and managed well.

Footnotes

' Carolyn Waller, Ran Coble, Joanne Scharer, and Susan

Giamportone,  Governance and Coordination of Public Higher Edu-

cation in All 50 States,  N.C. Center for Public Policy Research:

Raleigh, NC, 2000, p. 115.
2 N.C. General Statute §116-11.
3 N.C. General Statute §116-14.

4 N.C. General Statute § 116-15.

5 N.C. General Statute §116-33.

6 N.C. General Statute § 116-37.1.

7 N.C. General Statute §116C.

Chapter 123 (SB 735) of 2001 N.C. Session Laws.

N.C. General Statute § 11513-5.

10 Waller  et al.,  note 1 above, p. xii.

11 Chapter 649 (HB 1058) of the 1979 N.C. Session Laws and

Chapter 212 (SB 1366) of the 1998 N.C. Session Laws.
12 UNC Board of Governors,  The Code,  Section 202, Chapel Hill,

NC, May 5, 1999. The Delegations of Duty and Authority to Boards

of Trustees are contained in Appendix 1 on pp. 39-43 of  The Code.

See Appendix B of this report for a copy of  The Code.

13 The proposal to reduce the number of board meetings did not

pass unanimously. In speaking against the change, Board member

John Sanders said he thought the "personal relationships important"

to the Board's operations would be weakened as the Board "delegates

more to others and meets less frequently." Stating that he "antici-

pates challenges to the Board structure," he added, "Our credibility

is important and we need to stick closely to our work.... We don't

help make our case by cutting back on the number of times we meet."

14 The Code,  note 12 above, pp. 5-7.

15 Ibid.,  Section 202 F, p. 7.  The Code  does not alter the duties

created either by statute or the State Constitution, and Board mem-

bers have no authority to amend or suspend such duties.

Ibid.,  Section 301, pp. 10-11.

"Management flexibility to appoint and fix compensation" is a

set of personnel powers and authority, which includes granting ten-

ure and writing tenure policies that the Board of Governors is al-

lowed to delegate to campuses who have been designated "special

responsibility constituent institutions" and was granted to UNC-

Charlotte and UNC-Greensboro on September 13, 2002; to East

Carolina University, North Carolina State University, UNC-

Asheville, and UNC-Chapel Hill on November 8, 2002; to Western

Carolina University on March 21, 2003; to UNC-Wilmington on

January 9, 2004; to Winston-Salem State University on February 13,

2004; to Appalachian State University on November 12, 2004; and

to UNC-Pembroke on August 12, 2005.

18 UNC Board of Governors,  Minutes of the August 11, 1998

Board of Governors meeting,  UNC General Administration, Chapel

Hill, NC, Appendix D.

19 For a more detailed discussion of the events that surrounded the

ECU medical school controversy, see Barbara Solow,  Reorganizing

Higher Education in North Carolina: What History Tells Us About

Our Future,  N.C. Center for Public Policy Research, Raleigh, NC:

1999, pp. 50-51.

20  Adams v. Richardson,  480 F 2"1 1159 (D.C. Cir. 1973). Litiga-

tion began as Adams v.  Richardson,  351 F. Supp. 636 (D.C. Cir. 1972).

Adams  has gone through many name changes in its history as evi-

denced by the following list:  Women's Equity Action League v.

Chapter 4 147



Cavazos,  906 F.2d 742 (D.C. Cir. 1990); Adams v. Bennett,  675 F.

Supp. 668 (D.C. Cir. 1987)  rev'd sub nom., Women's Equity Action

League v. Cavazos,  879 F.2d 880 (D.C. Cir. 1989);  Women's Equity

Action League v. Bell,  743 F.2d 42 (D.C. Cir. 1984);  Adams v. Bell,

711 F.2d 161 (D.C. Cir. 1983) (en banc),  cert. denied,  465 U.S. 1021

(1984);  Adams v. Mathews,  536 F.2d 417 (D.C. Cir. 1976);  Adams v.

Califano,  430 F. Supp. 118 (D.C. Cir. 1977);  Adams v. Weinberger,

391 F.Supp. 269 (D.C. Cir. 1975);  Adams v. Richardson,  356 F. Supp.

92 (D.C. Cir.)  affd en banc,  480 F.2d 1159 (D.C. Cir. 1973).

21 North Carolina v. Department of Education No.  79-217-CIV-5

(E.D.N.C. 17 July 1981). For a summary of the events leading to

adoption of the consent decree, see Solow, note 19 above, at p. 50.
22 North Carolina v. Department of Education  No. 79-217-CIV-5

(E.D.N.C. 17 July 1981).
23 James C. Palmer,  Grapevine,  Illinois State University,

Bloomington, Illinois, 2003. Available online at  http://coe.ilstu.edul

grapevine. Grapevine  reports annually on total state effort for higher

education, including tax appropriations for universities, colleges,

community colleges, and state higher education agencies. Annual

Grapevine  reports have been published since fiscal year 1961. Each

of these reports includes a national overview of state tax appropria-

tions to higher education, as well as detailed tables for each of the

50 states.
24 State of North Carolina, "Joint Conference Committee Report

on the Continuation, Expansion and Capital Budgets," October 26,

1998,  Session  Laws  and Resolutions Passed By the  1997  General

Assembly at Its Extra Session  1998  and at Its Regular Session  1998,

Vol. 4, p. 1648. See also Alan S. Zagier, "Free tuition for graduate

students in jeopardy,"  The News & Observer,  Raleigh, NC, Novem-

ber 13, 1998, p. 3A.
25 UNC General Administration,  Letter from Molly Corbett Broad

to The Honorable Anthony E. Rand,  November 19, 1998. In 1999,

the General Assembly did an about-face when it required that $3.5

million of the funds appropriated to the Board of Governors be allo-

cated "to campuses having graduate programs and students eligible

for graduate tuition remission or resident graduation tuition awards.

None of these funds may be allocated to the Research I institutions."

Chapter 237 (H 168) of the 1999 Session Laws, Section 10.9. Noth-

ing in the 2000 budget act related specifically to graduate tuition

remission.
26 Chapter 689 (HB 83) of 1991 N.C. Session Laws, codified as

N.C. General Statutes §§116-30.1 through 116-30.5.

27 N.C. General Statutes §§116-30.1 through 116-30.6, and UNC

General Administration,  Selection Criteria and Operating Guidelines

for Special Responsibility Constituent Institutions,  The Administra-

tive Manual of The University of North Carolina, Chapel Hill, NC,

revised September 10, 1999, pp. VI-I-1 through VI-I-5.

28 Dan Kane, "Unspent salaries used for high-tech equipment for

'NCSU police,"  The News  & Observer, Raleigh, NC, June 18, 2000,

p. 1 A.
29 "Bond stakes extend beyond N.C.,"  The Insider,  North Caro-

lina State Government News Service, Raleigh, NC, October 19,

2000, p. 2, reporting on an interview with UNC President Molly

Broad by  Charlotte Observer  Associate Editor Jack Betts and pub-

lished October 18, 2000. According to President Broad, the $3.1

billion university and community college bond issue on the Nov. 7

ballot is "the biggest single investment in the history of American

higher education and is drawing national attention."

30 N.C. Department of State Auditor,  Investigative Audit, North

Carolina State University - Department of Public Safety,  (Audit

Number: INV-0231), Raleigh, NC, October 3, 2000. The special

report identified $843,588.47 in expenditures in areas it character-

ized as "where the system of internal controls was either circum-

vented or should be enhanced, or where, in our judgment, question-

able activities or practices occurred."  Ibid.  at p. 35.
31 N.C. Department of State Auditor,  Investigative Audit, North

Carolina State University - Department of Public Safety,  (Audit

Number: INV-0231), Raleigh, NC, October 3, 2000.
32 UNC General Administration press release, "NC State Given 90

Days to Implement State Auditor's Recommendations or Budget

Flexibility Will Be Withdrawn," Chapel Hill, NC, October 3, 2000.
33 Letter sent to all Carolina Alumni from the UNC-Chapel Hill

General Alumni Association, October 2000. See also North Caro-

linians for Educational Opportunity Key Points at Website

www.uncbuildings.org.,  stating that "The General Assembly will be

keeping a tight rein on the expenditures, with an Oversight Commit-

tee that will be monitoring the projects very closely."
34 Dan Kane, "Millions vanish through misuse,"  The News &

Observer, Raleigh, NC, November 24, 2002, p. lA.
35 Dan Kane, Anne Blythe, and Vicki Cheng, "Footnotes - Tri-

angle universities and colleges,"  The News & Observer,  Raleigh, NC,

March 20, 2002, p. 5B.

36 Dan Kane, "Credit card spree at UNC,"  The News & Observer,

Raleigh, NC, November 24, 2002, p. 16A.
37 Chapter 424 (SB 1005) of 2001 N.C. Session Laws, codified

as N.C. General Statute §116-40.20-23.

38 Senior personnel includes vice-chancellors, senior academic

and administrative officers, and any person having permanent tenure

at that institution.  Ibid.,  N.C.G.S. 116-40.22(b).
39 The additional tuition and fees authority states that "in addition

to any tuition and fees set by the Board of. Governors pursuant to

G.S. 116-11(7),'the Board of Trustees of the institution may recom-

mend to the Board of Governors tuition and fees for program-specific

and institution-specific needs at that institution without regard to

whether an emergency situation exists and not inconsistent with the

actions of the General Assembly. The institution shall retain any

tuition and fees set pursuant to this subsection for use by the institu-

tion."  Ibid.,  N.C.G.S. 116-40-22(c).
40 The additional information technology authority states that

"The Board of Trustees of an institution shall establish policies and

rules governing the planning, acquisition, implementation, and de-

livery of information technology and telecommunications at the in-

stitution. These policies and rules shall provide for security and

encryption standards; software standards; hardware standards; acqui-

sition of information'technology consulting and contract services;

disaster recovery standards; and standards for desktop and server

computing, telecommunications, networking; video services, personal

digital assistants, and other wireless technologies; and other infor-

mation technology matters that are necessary and appropriate to

fulfill the teaching, educational, research, extension, and service

missions of the institution.  Ibid.,  Section 22(d).

41 Ibid.

42 Joint Legislative Education Oversight Committee, Report to the

2003 General Assembly of North Carolina, March 5, 2003, p. 2.
43 N.C. General Statute §116-11(7).
44 North Carolina Constitution,  Article IX, Section 9.

'148 PA RT 08 The  Pow ers and  Duties of th e  UP= Board of Gov ernors



45 The College Board,  Trends  in  College Pricing,  Washington,

D.C., November 2003. The averages for the  nation  and region

reported are weighted for enrollment ,  as is the average tuition and

fee figure for the UNC System. The UNC average includes the N.C.

School of the Arts tuition and fees for college level only, not high

school.

46 Molly Corbett Broad, "A Clearer Path for UNC's Tuition

Policy,"  The News & Observer,  Raleigh,  NC, Nov. 4, 1998, p. 21A.

47 Solow,  note  19 above, pp. 61-62.
48 Jane Stancill, "UNC panel proposes new tuition-setting policy,"

The News & Observer,  Raleigh, NC, October 27, 1998, p. 3A.
49 "First professional students" are defined by the National Center

for Education Statistics as those studying for a degree in dentistry,

medicine, pharmacy, veterinary medicine, or law. The definition also

includes other fields for which the UNC system does not offer first

professional degrees (optometry, osteopathic medicine, podiatric

medicine, chiropractic, and theology).
50 UNC Board of Governors,  Authorization of Tuition and Amend-

ment  of the 1999-2001 Budget  Request, Revised  3/18/99, Approved

by the Board of Governors at its March 19, 1999 meeting in Raleigh,

NC.

51 Wade Rawlins, "Senate offers its version of budget,"  The News

& Observer, Raleigh, NC, June 17, 1999, p. 3A.
52 Anne Blythe, "Trustees could raise tuition in state Senate

proposal,"  The  News &  Observer,  Raleigh, NC, June 18, 1999, p. 1 B.
53 Chapter 237 (HB 168) of the 1999 N.C. Session Laws.
54 Information presented by Jeffrey R. Davies, UNC Vice

President for Finance, to the Joint Legislative Education Oversight

Committee, Raleigh, NC, August 29, 2000.
55 UNC Board of Governors,  "Minutes of the February 11, 2000

Board of Governors Meeting,"  UNC-General Administration, Chapel

Hill, NC, pp. 5-11.
56 Ibid at p. 12.

57 Davies presentation, note 54 above.
58 UNC Board of Governors,  "Minutes of the November 10, 2000

Board of Governors Meeting, "  UNC General Administration, Chapel

Hill, NC, pp. 2-3.
59 A seventh campus, NC State University, requested and received

Board approval for tuition increases for two masters level programs

to take effect in the fall of 2002. UNC Board of Governors Report,

Chapel Hill, NC, March 2001, Website  www.northcarolina.edu/bog/

reports/2001.

60 UNC Board of Governors,  Minutes of the March 7, 2001 Board

of Governors meeting,  UNC General Administration, Chapel Hill,

NC, pp. 3. Board members John Sanders and Ray Farris voted

against the motion.
61 Chapter 424 (SB 1005) of the 2001 N.C. Session. Laws, Section

31.11.
62 Administrative  Manual  of the University of North Carolina,.

Policy 1000.1.1, amended February 14, 2003.
63 Jane Stancill , " Tuition increases discouraged ,"  The  News &

Observer, Raleigh, NC, December 14, 2004, p. 1B.

64 The College Board, note 45 above.
65 Patrick M. Callan, "An Interview: Mark Warner,"  National

CrossTalk,  Vol. 12, No. 4, The National Center for Public Policy and

Higher Education, San Jose, CA., Fall 2004, p. 2.
66 Arizona Constitution, Article 11, Section 6.
67 As quoted in Amanda Keim, "UA students to appeal tuition

suit ,"  The State Press,  Arizona State University, March 9, 2004,

p. 1, available online at  http ://www.asuwebdevil.com.

68 Jennifer Jacobsen , " Students Sue States  over Tuition  Increases

but Face an Uphill  Battle,"  The Chronicle of Higher Education,

Washington, D.C., September 19, 2003, p. 14A.
69 Jonathon Margulies, "University of Missouri Loses Tuition

Case,"  The Chronicle of Higher Education,  Washington, D.C.,

January 3, 2003, p. 30A.

70 Waller  et al.,  note  1 above, Table 31, pp. 117-122.

71 As quoted in  Ibid.  at p. 116. For  a discussion  of the various

powers granted to such boards, see  ibid.

72 Among the 50 states, Wisconsin's overall structure of higher

education is most similar  to the structure adopted in North Carolina.

Both have a consolidated governing board with authority over the

four-year public institutions  and another  board that oversees the

technical and community colleges. Student enrollment in each state's

public universities is comparable,  and each state has  approximately

the same number  of four-year  public universities . In addition, both

are among the small  group of  states  with no central board  or planning

agency  that  oversees both the state' s public  two-year and four-year

institutions .  Waller et a/ .,  note  1 above, pp .  xii-xiii.

73  Ibid.,  pp. 133-134.
74 Ibid., p.  134, citing Arkansas Code §6-61-202(a)(2).
75 Ibid., p.  134, citing California Code §66900.

76 N.C. General Statute §116-11(1).

77 As  quoted in  Solow, note  19 above, p. 63.

78 As quoted in Waller  et al.,  note  1 above, p. 45, quoting a

January 1999 letter from Sanders to the Center.

79 Chapter 744 (HB 780) of 1971 N.C. Session Laws.
80 Additional  assistance  is provided by a combination of federal

and state  funds, such  as those  which support the North Carolina

Student Incentive Grants program. See the Website for N.C.

Independent Colleges and Universities:  www.ncicu.org.

81 Chapter 424 (SB 1005) of the 2001 N.C. Session Laws.
82 Ibid.

83 North Carolina General Assembly, Joint Conference Commit-

tee Report  on the Continuation , Expansion , and Capital  Budgets,

June 28, 2003, p. 7F. See also N.C. Office of State Budget and

Management, Budget Certified by General Assembly 2003-04,"

online at  http: // www.osbm .state.nc.us.
84 Chapter 163 (SB 121) of 1983 N.C. Session Laws.
85 Arnold K. King,  The  Multicampus  University of North Carolina

Comes of Age, 1956-1986,  University of North Carolina, Chapel

Hill, NC, 1987, p., 287.
86 Chapter 393 (HB 292) of 1993 N.C. Session Laws, codified as

Chapter 116C of the N.C. General  Statutes.

87 Chapter 123 (SB 735) of 2001 N.C. Session Laws.
88 Waller  et al.,  note 1 above, p. 10, quoting from a January 4,

1999  letter  from President Lancaster  to the  North Carolina Center for

Public Policy  Research,  Raleigh, NC.
89 Ibid.

90 The University of North Carolina,  UNC Ten-Year Enrollment

Growth Plan (1998-2008),  adopted April 9, 1999. The plan projected

203,600 students would be enrolled at the 16 campuses in 2008, which

is an increase  of 48,611 over  the actual  1998 enrollment of 154,989.

The percentage increase  in students  over that 10-year period is 31.36%.

In June 2001, the Board approved a revised enrollment plan for 2000-

2010. The plan projects that 218,000  students will be enrolled in the

Chapter 4 149



UNC system in 2010. Unlike the 1998-2008 plan, the new projec-

tions include institutional targets for off-campus enrollment through

distance education programs. Also, the two new years included in the

new plan (2008-10) have larger potential pools of students than do the

two years (1998-2000) that dropped out of the plan. See  Memoran-

dum from Judith P. Pulley, Special  Assistant  to the Senior Vice Presi-

dent for Academic Affairs to The Board of Governors re: The Univer-

sity of North Carolina Enrollment Plan for 2000-2010,  Chapel Hill,

NC, May 21, 2001.

91 U.S. Department of Education,  Projections of Education

Statistics to 2010,  August 2000, at  http://www.nces.ed.gov.
92 Western Interstate Commission for Higher Education, The ACT

(formerly the American College Testing Program), and The College

Board, "Knocking at the College Door: Projections of High School

Graduates by State, Income, and Race/Ethnicity - N.C. Summary,"

Western Interstate Commission for Higher Education, Boulder,

Colorado, December 2003, p. 1.
93 King, note 85 above, pp. 33-34 and 292-293.
94 Session Law 2004-179 (House Bill 1264), Section 6.1.
95 H. James Owen, "Community Colleges Can Help With

Growth,"  The News & Observer,  Raleigh, NC, Jan. 19, 1999, p. I IA.
96 For the missions of each of the 16 UNC campuses, see Waller

et al., note I above, pp. 45-54. Since 1995, the Board of Governors

has occasionally amended the missions of the 16 campuses. For

example, after receiving a favorable recommendation from the

Committee on Educational Planning, Policies, and Programs in June

2001, the Board approved minor revisions in institutional mission

statements requested by Elizabeth City State University, UNC-

Charlotte, and Winston-Salem State University.
97 Eva Klein and Associates, "Academic Program Planning, The

University of North Carolina," December 1992, pp. 8.13-8.14.

98  Report of the Governor's Study Committee on the Structure and

Organization of Higher Education,  1971, Raleigh, NC, pp. 15-17.
99 As quoted in Peter Schmidt, "Sweeping Reviews Lead States

To Consider Cutting Many Academic Programs,"  The Chronicle of

Higher Education,  Washington, D.C., February 14, 1997, p. 33A.

100 UNC Board of Governors,  Long-Range Plan 2004-2009,

January 9, 2004, pp 210-211.

101 Waller  et al.,  note 1 above, p. 125. For a history of how achiev-

ing a fair and rational distribution of educational resources entered

into the North Carolina's 1971 debate which led to legislation re-

structuring higher education, see Solow, note 19 above, pp. 28-30.

102 As quoted in  /bid., p.  125.
103 Klein and Associates, note 97 above, p. 8.10.

104 Utah State System of Higher Education Policies and Proce-

dures, R401, Approval of New Programs, Program Additions or

Program Changes sections 5 and 8 at  http://www.utahsbr.edu/policyl

r401.htm.
los Utah State System of Higher Education Policies and Procedures

R220, Delegation of Responsibilities to the President and Board of

Trustees sections 4.5.2. and 4.5.3 at  http://www.utahsbr.edu/policyl

r220.htm.

106 N.C. General Statute §§143-129 and 143-135.27.

107 Ibid.  See discussion in: The State Building Commission and

The Office of State Budget, Planning and Management,  Evaluation

of the Delegation of Construction Authority to The University of

North Carolina System for Projects Less  Than  $500,000,  Raleigh,

NC, June 2001.

108 Chapter 412 (SB 862) of the 1997 N.C. Session Laws, codified

as N.C. General Statute §116-31.10 and 116-31.11.

109 See State Building Commission, note 107 above, p. 4.
110 State Building Commission, note 107 above. The report

analyzed university-managed projects started after July 1, 1997 and

completed by December 31, 2001.

Ibid., p. 15.

12 Session Law 2001-96 (Senate Bill 914), signed into law on

December 19, 2001. Section 8 of the law applies to the University

of North Carolina.
113 Eva Klein & Associates, Ltd.,  Building for the New Millennium,

A Report to The University of North Carolina Board of Governors,

Capital Equity and Adequacy Study and Preliminary 10-Year Capital

Needs,  Chapel Hill, NC, April 9, 1999.

114 In 1999, the UNC system received $69 million from the

Reserve Fund for Repairs and Renovations; $46 million was allotted

to UNC from the Reserve in 2000, and $57.5 million in 2001. See

Chapter 237 (HB 168) of the 1999 N.C. Session Laws, Chapter 67

(HB 1840) of the 2000 N.C. Session Laws, and Chapter 424 (SB

1005) of the 2001 N.C. Session Laws respectively. UNC's percent-

age of the fund is based on the square footage that UNC's total build-

ing space represents in relation to the total gross square footage of

all state buildings.

15 As quoted in Jane Stancill, "UNC Faces $7 Billion Growth

Tab,"  The News & Observer,  Raleigh, NC, March 20, 1999, p. IA.
116 See Klein, note 113 above. UNC leaders have been circum-

spect about formally endorsing the idea of creating a lottery in N.C.

and using lottery funds to support higher education. President Molly

Corbett Broad has said she supports the ends, if not the means, of

proposals to use lottery funds for higher education. In Georgia, funds

from several sources, including a lottery, have supported a tuition-

free scholarship program for students who maintain good grades and

attend state public universities. Established in 1993, the HOPE

Scholarship Program provides any in-state student wishing to attend

a Georgia public college or university with full tuition, mandatory

fees, and a $150-per-semester book allowance, provided the student

graduates from high school with a "B" average or higher. Students

must maintain a "B" average in college to retain the scholarship. As

of September 1998. Georgia had awarded more than $580 million in

HOPE scholarship grants to 319,000 students. The National Asso-

ciation of State Student Grant and Aid Programs now ranks Georgia

number one in the nation in student financial aid, with 77.9 percent

of undergraduates receiving aid.

However, the Georgia program draws criticism as well. In

addition to the arguments against lotteries generally, opponents of the

program cite news reports stating that 75 percent of students from

Atlanta and 64 percent of scholarship recipients statewide lose their

HOPE scholarships after their freshman year of college due to not

making the required "B" average. Second, the HOPE Scholarship

program also has been criticized for relying on the poor - who

spend a disproportionate share of their incomes on the lottery - to

shoulder the college costs of the more affluent. And third, the

program has been criticized for not making scholarship money

available to students who receive federal Pell grants - need-based

scholarships awarded to students from low-income households.

Georgia's funding for need-based scholarships dropped from $5.3

million in 1994 to $2.2 million in 1997.

During a March 1998 Center event, "An Evening with Four

150 PART 10 The  Pow ers and Duties of the UNC Board of Governors



Educators," co-sponsored by the N.C. Cable Telecommunications

Association, the N.C. Center for Public Policy Research, and Time

Warner Cable, Broad said, "Students are going to college at increased

rates; they are staying in Georgia. And somehow, the message has

reached students and their parents that if you graduate from high

school and you take all the courses and you get a B average, you can

have a tuition-free scholarship to attend a [public] university in

Georgia," Broad said. For more information on all 38 lotteries in

the U.S. and the HOPE Scholarship Program, see John Manuel, "13

Ways of Looking at a State Lottery," N.C.  Insight,  N.C. Center for

Public Policy Research, Raleigh, NC, October 2000, p. 13. Under

the legislation enacted by the 2005 N.C. General Assembly, North

Carolina's new state lottery will have 35% of the proceeds go to

education. Of that 35%, 50% will go to pre-kindergarten programs,

40% to local school construction, and 10% to college scholarships.

For college completion rates by race, see also Joanne Scharer, "What

Is the Impact of Race and Ethnicity on Outcomes in Public Policy?,"

North Carolina Insight,  N.C. Center for Public Policy Research,

Raleigh, NC, June 2004, pp. 16-75.

17 Chapter 3 (SB 912) of the 2000 N.C. Session Laws, which

added a new Chapter 116D to the N.C. General Statutes. The list of

capital projects is contained in new N.C. General Statute §116D-49.

18 According to advice received from the university's legal

counsel, UNC was not permitted to spend public money to advocate

the bond issue; however, it could spend public funds to educate the

citizens about the subject. As policymakers elected by the General

Assembly, members of the Board were told they could be advocates

for the bond issue. This information was communicated in an oral

report from the Public Affairs Committee to the UNC Board of

Governors at the Board meeting held on June 9, 2000 at Elizabeth

City State University.

19 Chapter 3 of the 2000 N.C. Session Laws, note 117 above,

Section 4.

120 Gene Wang, editor, "Contracting Fights Ahead?",  The Insider,

North Carolina State Government News Service, Raleigh, NC,

November 20, 2000, p. 3.

121 According to the State Construction Office, the effect of

expanding delegation to the University of construction projects

expected to cost up to $1 million would have very little effect on the

capital improvements funded under the recently approved $2.5 bil-

lion university bond referendum. Of the 316 projects to be funded

by the bond issue, only 33 of them are valued at $1 million or less.

State Building Commission, note 107 above.
122 "Construction management at risk" are services provided by a

person, corporation, or entity that manages construction of a project

throughout the preconstruction and construction phases. The person

or entity is licensed as a general contractor and guarantees the cost

of the project.
123 UNC Board of Governors,  Minutes of the January 12, 2001

Board of Governors Meeting,  UNC General Administration, Chapel

Hill, NC, pp. 3-4.
124 Ibid., p. 6.

125 UNC Board of Governors,  Minutes of the April 12, 2001 Board

of Governors meeting,  UNC General Administration, Chapel Hill,

NC, p. 2.
126Chapter 496 (SB 914) of the 2001 N.C. Session Laws.
127 Office of the State Auditor,  Performance  Audit  of the  State

Construction Process and the State Construction Office within the

Department of Administration,  (Audit Number: PER-0200), Raleigh,

NC, December 17, 2002.

128 Dan Kane, "Campus projects escape oversight,"  The News &

Observer, Raleigh, NC, November 18, 2001, p. IA.

129 Dan Kane, "State OKs football center design,"  The News &

Observer, Raleigh, NC, January 28, 2002, p. 1B.

130 Chapter 496 (SB914) of the 2001 N.C. Session Laws.

Jim Roth, "Enhancing the Ability of North Carolina's Public

Research Universities to Contribute to State Economic Develop-

ment," Huron Consulting Group, March 4, 2004, pp. 29-30 and 33.

The Roth report was presented to the N.C. General Assembly's Joint

Select Committee on Economic Growth and Development. The

report was funded by Federal Express, GlaxoSmithKline, and

Winston Hotels, Inc. and was released jointly by the press offices of

N.C. State University and UNC-CH.

12 "Title II Highlights," U.S. Department of Justice, Civil Rights

Division, Disability Rights Section, Washington, D.C. at  www.usdoj.

gove/crt1ada1t2hlt95.htm.  Title II of the Americans With Disabilities

Act (ADA) covers  public  entities which include any state and local

government and any of its departments, agencies, or other instrumen-

talities.  Private  entities that operate  public  accommodations - such

as hotels, restaurants, theaters, retail stores, dry cleaners, doctors' of-

fices, amusement parks, and bowling alleys - are not covered by Title

II but are covered by Title II of the ADA. Section 35-151 of Title II

states that each facility or part of a facility constructed by, on behalf

of, or for the use of a public entity shall be designed and constructed

in such manner that the facility or part of the facility is readily acces-

sible to and usable by individuals with disabilities and must comply

with Title II regulations. Under Title II, public entities must ensure

that newly constructed buildings and facilities are free of architectural

and communication barriers that restrict access or use by individuals

with disabilities and that when a public entity undertakes alterations

to an existing building, it must also ensure that the altered portions are

accessible. Currently, public entities may choose between two techni-

cal standards for accessible design: The Uniform Federal Accessibil-

ity Standard (UFAS), established under the Architectural Barriers Act,

or the Americans with Disability Act Accessibility Guidelines

(ADDAAG), adopted by the Department of Justice for places of pub-

lic accommodation and commercial facilities covered by Title III of

the ADA. Note that according to the U.S. Department of Justice's

"Common Questions About Title II of the Americans With Disabili-

ties Act (ADA)" at  www.usdoj.gove/crt/ada/pubs/t2ga.txt,  the Depart-

ment of Justice is proposing to amend its current ADA Standards for

Accessible Design and apply these standards to new construction and

alterations under Title U. Under the proposed rule, the choice between

ADAAG and UGAS also would be eliminated.
133 2003 N.C. Session Law 2003-360 (Senate Bill 705).
134 PricewaterhouseCoopers Consulting,  "University of North

Carolina Health  Care  System: Management Assessment of Women's

and Children's Hospitals Project, "  July 15, 2002.

135 Michael J. McKillip, "Letter to Dee Jay Zerman - April 2,

2004," N.C. Department of Health and Human Services, Raleigh,

NC, April 2, 2004, p. 1.
136 Chapter 212 (SB 1366, Section 11.8) of the 1998 N.C. Session

Laws, which added Chapter 116-37(j) to the N.C. General Statutes.

See also discussion in Office of the State Auditor performance au-

dit, note 127 above.

137 John Sullivan and Joseph Neff, "Two Years Late, $28 Million

Chapter 4 151



Over,"  The News & Observer,  Raleigh, NC, February 17, 2002, p. 1A.
'38 Billie C. Biggs, Jr. and Spero Fleggas, "Memorandum of Un-

derstanding between Office of State Construction and University of

North Carolina Health Care System," September 9, 1999, p. 2.
139 John Sullivan and Joseph Neff, note 137 above. Additional In-

formation about the hospitals project may be found at: Joseph Neff

and John Sullivan, "Consumers likely, indirectly, to pick up tab on

hospital costs,"  The News & Observer,  Raleigh, NC, February 17,

2002, p. 19A; John Sullivan and Joseph Neff, "UNC chief orders

audit of hospitals construction,"  The  News &  Observer,  Raleigh, NC,

February 19, 2002, p. 1B; John Sullivan, "UNC hospitals face more

delays,"  The Chapel Hill  News, Chapel Hill, NC, July 14, 2002,

p. 6A; John Sullivan, "Audit outlines overruns"  The  News &

Observer,  Raleigh, NC, July 19, 2002, p. 1B; and Dan Kane, "Audi-

tor reports overruns,"  The News & Observer,  Raleigh, NC, Decem-

ber 18, 2002, p. 5B. See also Dee Jay Zerman, "Letter to Michael

McKillip and Progress Report on N.C. Womens & Childrens Hospi-

tals (Project Identification Numbers J-6419-01 & J-5110-94)," The

University of North Carolina Hospitals, Chapel Hill, NC, December

16, 2003, pp. 1-5 for the final progress report from UNC Hospitals

to the N.C. Department of Health and Human Services.

140 As quoted in John Sullivan and Joseph Neff, "UNC chief or-

ders audit of hospitals construction,"  The News &  Observer, Raleigh,

NC, February 19, 2002, p. 1B.

141 PricewaterhouseCoopers Audit, note 134 above.

142 According to N.C. General Statutes §§116D 22-23, a special

obligation bond for the University of North Carolina is a bond that

does not obligate the full faith and credit of the taxpayers of the state,

but instead, is slated to be repaid by receipts for rents, charges, or

fees derived by the university from any of its constituent parts; earn-

ings on the investment of the endowment funds of a constituent in-

stitution; or funds to be received under a construction grant agree-

ment, which may include overhead costs reimbursement.

143 Chapter 168 (HB 1853) of the 2000 N.C. Session Laws.

144 Chapter 463 (SB 968) of the 2001 N.C. Session Laws.
145UNC Board of Governors,  Minutes of the February 9, 2001

Board of Governors meeting,  UNC General Administration, Chapel

Hill, NC, p. 5. [Note: The online version of the February 2001 min-

utes read that the chairman said the 10-year plan was approved in

1990, however the report to which he was referring was approved

by the Board in June of 1999 as a $4.99 billion five-year portion of

a 10-year plan.]

146 2003 N.C. Session Law 2003-360 (Senate Bill 705).

147 N.C. Department of the State Treasurer,  The State Treasurer's

Annual Report to the People of North Carolina Fiscal Year 2002-

03  and N.C. Department of the State Treasurer,  The State Treasurer's

Annual Report to the People of North Carolina Fiscal Year 2001-

02. Also see N.C. Department of the State Treasurer, The State

Treasurer's Annual Report to the People of North Carolina Fiscal

Year  1998-99 and N.C. Department of the State Treasurer,  The State

Treasurer's Annual Report to the People of North Carolina Fiscal

Year  1996-97.

148 Pam Kelley, "Spangler Asks State To Lighten Up On UNC,"

The Charlotte Observer,  Charlotte, NC, Oct. 14, 1989.

149 Mark Schultz, "UNC official rips N.C. bureaucracy,"  The

Herald-Sun,  Durham, NC, May 24, 1992, p. IA.
150 See generally Article 3 of Chapter 143 of the N.C. General

Statutes.

's' Office of State Budget and Management,  Evaluation of the

Effectiveness and Efficiency of the Increase of the Purchasing Bench-

mark,  Raleigh, NC, April 2001.
152 Chapter 434 (SB 222) of the 1999 N.C. Session Laws, as

amended by Chapter 174 (HB 1578) of the 2000 N.C. Session Laws.

Provisions creating and governing the Office of Information Tech-

nology Services are codified as Article 3D of Chapter 147 of the N.C.

General Statutes.
'53 See N.C. General Statutes §§143-52 through 143-53.1.
154 Office of State Budget and Management, note 151 above, p. 6.
155Chapter 412 of the 1997 N.C. Session Laws, note 108 above.
156 Ibid.
157 For more information about the selection criteria and operating

guidelines a campus must satisfy to be designated as a "special re-

sponsibility constituent institution," see pp. 62-63 of this Chapter.

Currently, all 16 institutions, plus the Office of General Administra-

tion of the University of North Carolina, have this designation. See

Chris Morgan, editor, "Designation of Special Responsibility Con-

stituent Institutions," The Administrative Manual of The University

of North Carolina, revised September 10, 1999, p. VI-I-7, Website

www.ga.unc.edu.

"I Chapter 412 of the 1997 N.C. Session Laws, note 108 above.
159 Office of State Budget and Management, note 151 above.

160 Ibid.,  Appendix A, p. 18. According to the report: "Universi-

ties that did not have increased delegation during FY '99-'00 indi-

cated that they were generally pleased with their current level of

delegation. One institution indicated that they would be applying for

increased delegation within the next year pending the outcome of an

audit. UNC-General Administration, when asked why the other uni-

versities have not been granted the increase, replied that it was

mainly due to the results of their compliance audits and staffing is-

sues. UNC-General Administration indicated that they would con-

tinue to work with the institutions to help them obtain increased del-

egation."  Ibid., p. 12.
161 Ibid.

162 UNC Board of Governors,  Report to the 2004 North Carolina

General Assembly Joint Legislative Education Oversight Committee:

The University of North Carolina Summary of Institutional Annual

Reports - Special Responsibility Constituent Institutions, UNC Gen-

eral Administration, and North Carolina School of Science & Math-

ematics 2002-03,  University of North Carolina General Administra-

tion, Chapel Hill, North Carolina, November 14, 2003, p. 1.
1632003 N.C. Session Law 2003-312.
'4° 2003 N.C. Session Law 2003-228 (House Bill 975).
165 Roth, note 131 above at pp. 26-27 and 32.
'66 Chapter 424 of the 2001 N.C. Session Laws, note 37 above.

167 Chapter 174 (HB 1578) of the 2000 N.C. Session Laws, codi-

fied as Article 3D of Chapter 147 of the NC. General Statutes. N.C.

General Statute §147-33.78(b)(5) provides that "[n]o State agency,

other than The University of North Carolina or any of its constituent

institutions, shall allocate or expend funds in excess of five hundred

thousand dollars ($500,000) on any information technology project

without prior certification as required by this subsection" (which out-

lines the powers and duties of the Information Resource Management

Commission, including certifying information technology projects

that comply with Commission policies, standards, and procedures).

And § 147-33.80 states, "Except as otherwise specifically provided

by law, this Article shall not apply to the General Assembly, the

152 PART 00 Th e  Powers and  Duties of t h e  UNC Board of Governors



Judicial Department, or The University of North Carolina and its con-

stituent institutions. These agencies may elect to participate in the

information technology programs, services, or contracts offered by

the Office, including information technology procurement, in accor-

dance with the statutes, policies, and rules of the Office."
168 Office of State Budget and Management, note 151 above, p. 14.
'69 Chapter 424 of the 2001 N.C. Session Laws, note 37 above.

10 North Carolina Office of the State Controller,  Information

Technology Expenditures Report For the Period Ended June 30,

2004, Raleigh, NC, September 30, 2004.

17' As quoted in Lee Weisbecker, "UNC writing checks faster than

agencies,"  Triangle Business Journal,  Raleigh, NC, December 24,

2004, p. 41.

12 Data from N.C. Office of State Personnel. As of January 6,

2004, UNC employed the largest share of the 88,675 state employ-

ees subject to the State Personnel Act at 20,080 (22.6%), followed

by the Department of Correction at 17,766 (19.6%), and the Depart-

ment of Health and Human Services at 16,268 (18.0%).
173 N.C. General Statutes Chapter 126. See information published

by the Office of State Personnel at  http://www.osp.state.nc.us/data/

stats/tnote. htm.

14 N.C. General Statute §116-11(4).

15 N.C.G.S. §116-11(5).

176N.C.G.S. §116-14.

"' University of North Carolina at Chapel Hill Merit-Based

Recruitment and Selection Plan,  April 6, 1998, Chapel Hill, NC,

available at  http://www.osp.state.nc.us/manuals/plans.

18 Memo to Jeff Davies from Kitty M. McCollum and Judith M.

Stillion,  March 1, 1999, UNC General Administration, Chapel Hill,

NC, pp. 1-2.

19 Chapter 689 (HB 83) of the 1991 N.C. Session Laws, now codi-

fied as N.C. General Statute § 116-30.4.

180 N.C. General Statute §126.4(18).

181 Under the N.C. Constitution, 10 departments are headed by an

official elected statewide by the people - the Office of the Gover-

nor, Office of the Lieutenant Governor, Secretary of State, Commis-

sioner of Labor, Commissioner of Insurance, State Auditor, State

Treasurer, Commissioner of Agriculture, Superintendent of Public

Instruction, and the Attorney General, who heads the Department of

Justice. Ten other departments - Administration, Commerce, Cor-

rection, Crime Control and Public Safety, Cultural Resources,

Environment and Natural Resources, Health and Human Services,

Juvenile Justice and Delinquency Prevention, Revenue, and Trans-

portation - are headed by Secretaries appointed by the Governor.
'82 As quoted in Associated Press, "UNC system probes improved

health plan for its workers,"  The Herald Sun,  Durham, NC, February

20, 2005.

183 Ibid.

184 As quoted in Jean P. Fisher, "Union pushing on insurance:

UNC system may split from state plan,"  The News & Observer,

Raleigh, NC, February 22, 2005, p. 9C.
'85 Chapter 491 (SB 166), section 2.1E, of the 2001 N.C. Session

Laws.

1B6 Chapter 424 of the 2001 N.C. Session Laws, note 37 above,

section 31.11(c).

187 Ann Reed and Alexander McC. Peters, "Advisory Opinion:

N.C. Gen. Stat. §116-17.2 and §143.34.1(d); ability of the Univer-

sity System to offer dependant health coverage," North Carolina

Office of the Attorney General, Raleigh, NC, March 26, 2002, p. 3.

188 N.Y. CIV.SERV. Law §35 (Consol.). See also SUNY System

Administration Employment General Information at Website

www.suny.edu.

189 N.Y. EDUC. Law §355-a (Consol.).

190 Chapter 212 (SB 1366) of the 1998 N.C. Session Laws, Sec.

11.8, pp. 57-69, which rewrote N.C. General Statute §116-37. A

new G.S. section 116-40.6 extended comparable authority over

personnel matters involving employees of the East Carolina Univer-

sity Medical Faculty Practice Plan to ECU's Board of Trustees. For

more information on special provisions in budget bills, see Ran

Coble,  Special Provisions in Budget Bills: Pandora's Box Is Open

Again, N.C. Center for Public Policy Research: Raleigh, NC,

February 1999. The Center recommends that the General Assembly

enact legislation to ban special provisions in budget bills that make

substantive changes to state laws unrelated to the budget.

19' Editorial, "Why the haste?,"  The Chapel Hill Newspaper,

Chapel Hill, NC, August 23, 1998, p. 4A.
192Jane Stancill, "Measure would loosen state ties that bind UNC

Hospitals,"  The News  & Observer, Raleigh, NC, July 29, 1998, p. IA.

193 Eric Bates, "Whose Hospital? Business Interests Operate on

the State Medical Center,"  The Independent,  Durham, NC, March

10-16, 1999, p. 19.

194 Joel Obermayer, Dudley Price, and Alan Zagier, "UNC Health

Care buys Rex,"  The News & Observer,  Raleigh, NC, April 16, 1999,

p. 1 A.
195 N.C. Office of State Budget and Management, "Budget Certi-

fied by General Assembly, 2003-04," available online at  http://

www.  osbm. state. nc. us.
196 Joel Obermayer and Wade Rawlins, "New rules, new path?"

The News & Observer,  Raleigh, NC, April 18, 1999, p. 1B.

197 Dan Kane, "Salaries jump for some,"  The News & Observer,

Raleigh, NC, April 26, 2002, p. IA.
'98 Dan Kane, "Moeser wouldn't give same raises now,"  The News

& Observer, Raleigh, NC, May 24, 2002, p. 1A.
199 Jane Stancill, "Ehringhaus is leaving UNC-CH,"  The News &

Observer, Raleigh, NC, July 27, 2003, p. 2A.

200 As quoted in Jane Stancill, "Board scolds UNC leader,"  The

News & Observer,  Raleigh, NC, December 3, 2002, p. IA.

201 N.C. Department of State Auditor,  Special  Review,  North

Carolina School of the Arts/North Carolina School of the Arts

Foundation Inc.  (Audit Number: INV-2004-0274), Raleigh, NC,

October 5, 2004.
212 As quoted in Jane Stancill and Tim Simmons, "Audit finds

scandal at School of the Arts,"  The News & Observer,  Raleigh, NC,

October 6, 2004, pp. IA and 4A.
203 Jane Stancill, "Chancellors' troubles raise issues, eyebrows,"

The News & Observer,  Raleigh, NC, September 21, 2003, p. 1A.
204 UNC Board of Governors,  Minutes of the Board of Governors

Public Affairs Committee for February 13, 2004,  UNC General

Administration, Chapel Hill, NC.
203 Roth, note 131 above, pp. 4, 23-26, and 32.

206 According to data provided by UNC Office of the President, in

March 2004, the University system employed 16,413 permanent

employees exempt from the State Personnel Act, or 44 percent of its

workforce.
207 Under the Dome, "Gripe Time,"  The News & Observer,

Raleigh, NC, December 28, 2004, p. 5B.

Chapter 4 153



154 PART 11 The  Powers and Duties of the UNC Board of Governors



CHAPTER 5

The  Balance of  Powers
Between the Statewide
UNC  Board of Governors
and the  Local Cam pus

Boards of  Trustees

I n American higher education, only the North
Carolina and Utah legislatures have given their
statewide higher education boards for public uni-

versities statutory authority to delegate duties to local
campus boards of trustees.' North Carolina's two-
tiered structure is a product of the fierce battle over
restructuring higher education in 1971, when the sup-
port of regional universities that had been governed by
their own boards of trustees was critical to the passage
of the 1971 legislation. Felix Joyner, former UNC
Vice President for Finance, says the final language of
the statute also reflects the lobbying presence of the
state's five historically black institutions, which had
pushed for retention of the campus boards. "It was so
much a given in restructuring that you were going to
have local boards. You had to have them to even pass a
bill," he says.

The UNC Board of Governors elects eight'of the 13
members of each local campus board of trustees, and the
Governor appoints four. The thirteenth voting seat on
local boards of trustees is held by the elected President
of the campus Student Government Association. The
North Carolina School of the Arts in Winston-Salem has
two additional non-voting members on its board of trus-
tees - the Conductor of the North Carolina Symphony
(or his. or her designee) and the Secretary of the N.C.
Department of Cultural Resources.'

A.

One of the first actions of the Planning Committee that
later became the Board of Governors was to prepare  The

Code,  a document outlining the powers and duties of
local boards of trustees for the 16 UNC campuses. It
was adopted by the Board of Governors at its first meet-
ing in July 1972. As stated earlier in this report (see
page 79), the major areas of campus life over which local
boards of trustees have been delegated authority include:
(1) selection of institutional personnel (except for presi-
dents, chancellors, and vice chancellors) and adoption
of personnel policies; (2) campus security; (3) intercol-
legiate athletics; (4) admissions standards and enrollment
levels (within guidelines set by the Board of Governors);
(5) conferral of academic and honorary degrees;
(6) endowments; (7) student services and student con-
duct; and (8) campus planning and the management of
capital construction projects. The Board of Governors
retains powers over the university system's budget,
approval of new academic programs and termination of
existing programs, and the hiring of chancellors and
vice-chancellors. The university system's General Ad-
ministration staff acts as an arm of the central governing
Board in maintaining links with and providing informa-
tion to leaders of the 16 campuses.

The Roles of Local Campus
Boards of Trustees
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"Chancellors Row" at a meeting of the Board of Governors in Chapel Hill.

One of the most important duties of the campus
boards of trustees is making nominations to the univer-
sity President for the position of chancellor of a constitu-
ent institution. Final election of chancellors rests with
the Board of Governors, as does their removal. In Janu-
ary 1994, former UNC President C.D. Spangler, Jr. com-
plained to the UNC Board that all the chancellors in the
system were males, and that "during my eight years here
I have participated in about 13 [chancellor] searches, and
of the 30 candidates I've interviewed, all have been
males."3 The Board promptly appointed a committee to
study the problem, which members acknowledged would
require addressing institutional problems that make it
difficult for women and minorities to move up in the
university system. Three months later, the Board ended
a decade of choosing only male chancellors by naming
a woman, Patsy Bostick Reed, as chancellor of UNC-
Asheville. (In fact, both of the finalists whose names
were presented by the UNC-Asheville Board of Trus-
tees to Spangler were women.) In October 1994,
Patricia A. Sullivan was selected as the first female chan-
cellor of UNC-Greensboro. Marye Anne Fox became
the Chancellor of N.C. State in August 1998. However,
Fox left N.C. State in August 2004, and her replacement,
James L. Oblinger, is male.

I

Replacements for departing chancellors at N.C.
Central, East Carolina, and Appalachian State Univer-
sities were male - James H. Ammons, Jr. at NCCU and
William Muse at ECU in 2001 and Kenneth E. Peacock
at ASU and Steven Ballard at ECU in 2004. In 2003,
the chancellors tapped to lead both Fayetteville State
University and UNC-Wilmington were women, T.J.
Bryan at FSU and Rosemary DePaolo at UNC-
Wilmington. In 2005, Anne Ponder was chosen as the
new chancellor of UNC-A. With the addition of Bryan,
DePaolo, and Ponder to Patricia Sullivan at UNC-G, four
of the chancellors in the 16-campus system are female.

University chancellors play a unique role in the
UNC system because of the relationship between the
central Board and the campus boards of trustees. "The
Chancellor derives his or her authority in part from stat-
ute, in part from delegations by the Board of Governors,
and in part from sub-delegations of authority that have
been delegated by the Board of Governors to the Boards
of Trustees," writes former Institute of Government Di-
rector John Sanders in an article about the legislative
evolution of public higher education in North Carolina.'
Sanders says, "The administrative responsibility line,
however, runs from the Chancellor to the President. The
Chancellor is in the potentially uncomfortable position
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Figure 5.1

Organizational Chart for the UNC System

N.C. General Assembly Governor of N.C.

32-member UNC
Board of Governors

University President

16 Campus Chancellors*

16 Local Boards of Trustees with
13 Trustees each:

8 appointed by the UNC

Board of Governors
4 appointed by the Governor of N.C.
1 the President of the campus

Student Government Association

Campus Administrators
such as Provosts,
Vice Chancellors for Finance,

University Counsels, and
Directors of Athletics

*  The N .C. School of Science and Mathematics is an "affiliated school" of the University of North Carolina.
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of being answerable both to the President and to his or
her own Board of Trustees." In North Carolina's 16-
campus university system, N.C.G.S. 116-14 says, "The
President shall be the chief administrative officer of the
University." The UNC  Code  says the President shall
coordinate the activities of all constituent institutions,
resolve disputes among the institutions, and act as "the
official administrative medium of communication be-
tween the Board of Governors and all individuals, offi-
cials, agencies, and organizations, both within and with-
out the university and its constituent institutions."5 (See
Figure 5.1, Organizational Chart for the UNC System,
showing the relationship between the UNC Board of
Governors, the UNC President, the 16 Chancellors, and
various campus academic and administrative officers.)

Former Board of Governors Chairman William Dees
says that in the early days of the multi-campus system,
some chancellors who had been Presidents of formerly
independent campuses had a hard time adjusting to their
new role. "A lot of the success of the system still has
to do with the attitude of the chancellors," he says. "If
the chancellors are going to back the Board of Gover-
nors, that's fine. But if they want to hurt the Board of
Governors, they can do it." Board of Governors mem-
ber and former Vice Chairman of the Board Jack Cecil
also recognizes the importance of the chancellors' role
in the successful and coordinated operation of the 16
campus system. "There is a fine line between hiring
qualified chancellors who have visions for their own
campus and how they [the chancellors] operate within
the system," says Cecil. "We need to make sure we act
as a team and within the system."

The late UNC-Chapel Hill Chancellor Michael
Hooker said he regarded his campus board of trustees
"as  a de facto  governing board, though I recognize it
does not have that  de jure  authority. It certainly so re-
gards itself, and the relationship works. I do not inter-
act with members of the Board of Governors as a mat-
ter of principle, because I think that is the President's
role, and if Chancellors interact directly with the mem-
bers of the Board of Governors, they make it more dif-
ficult for the President to function. I believe this
strongly, having served as head of a system" in Massa-
chusetts. Not all chancellors, however, adopt this hands-
off policy with the Board of Governors. During the 2002
Board deliberations on the campus-initiated tuition in-
creases, several chancellors actively and publicly lobbied
members of the Board of Governors to support indi-
vidual campuses' interests.

Former UNC-Wilmington Chancellor James Leutze
cites a practice that arose in the early 1990s of allow-
ing campus boards to supplement chancellors' salaries
out of the endowment funds they control as an example
of how UNC's organizational structure can sometimes
lead to confusion. "That practice leads the chancellors
not to know to whom they answer," he says. "And it dis-
advantages some schools [that have less endowment
money]. I told my board I would take the money but

didn't think it was a good policy." The practice, which
began at UNC-Chapel Hill and spread to five other UNC
campuses, since has been eliminated by the Board of
Governors. However, the August 2004 departure of N.C.
State University Chancellor Marye Anne Fox prompted
a call by members of NCSU's Board of Trustees to re-
consider this policy because of concerns that the
$257,134 to $411,429 salary hiring range for her replace-
ment is not competitive enough. Fox left NCSU at a
salary of $248,225 and accepted a position at the Uni-
versity of California at San Diego for $350,000.6 The
hiring range for Fox's replacement was revised to
$295,704-$473,143 for fiscal year 2004-05. Her re-
placement, James L. Oblinger, was hired at a salary of
$274,797 in October 2004.

William C. Friday, who served as UNC President
for 30 years and was the first chief executive of the 16-
campus system, says he created (1) an Administrative
Council early in his tenure as a forum for communi-
cations with the chancellors, and (2) a Faculty Assem-
bly as a similar forum for communications with uni-
versity faculty. The Administrative Council meets
monthly and the Faculty Assembly meets quarterly.
Friday created these in order to prevent the breakdowns
in communications that had become associated with
higher educational governance systems with dual board
structures. "You can look around in every state [that
has local campus boards], and they've done something
to weaken the system," Friday says. "I was arguing
not so much for autonomy as for responsible freedom"
on UNC campuses.

There also has been at least one instance in which
campus trustees have publicly and successfully rebuffed
efforts by the Board of Governors to gain more control
of governance on their campuses. In 1995, trustees of
the North Carolina School of Science and Mathematics
in Durham resisted efforts by the Board of Governors
to exercise the same authority over the residential high
school's board as it has over other schools in the UNC
system. Under North Carolina law, the Durham-based
N.C. School of Science and Mathematics is an "affili-
ated school" of The University of North Carolina,' as
opposed to being grouped among UNC's 16 constituent
institutions. The school was attached to the Board of
Governors in 1985 by legislative action to take its con-
trol away from the Governor; it was not requested by
the Board of Governors.

The trustees at the school serve four-year terms, and
the membership consists of 27 members - 13 chosen
by congressional district and appointed by the Board of
Governors, four chosen without regard to residency and
appointed by the Board of Governors, three  ex officio
members who are the chief academic officers at three
constituent institutions to be designated by the Board of
Governors, one  ex officio  member (designated by the
Board of Governors) who serves as the chief academic
officer at another college or university in North Carolina
not affiliated with the UNC system, two members ap-
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pointed by the General Assembly upon the recommen-
dation of the President Pro Tempore of the Senate, two
members appointed by the General Assembly upon the
recommendation of the Speaker of the House, and two
members appointed by the Governor. The members are
selected for "their interest in and commitment to public
education and to the purposes of the School" and are
"charged with the responsibility, of serving the interests
of the whole state." The statutory guidelines for appoint-
ing members also state that "the objective shall be to ob-
tain the services of the best qualified persons, taking into
consideration the desirability of diversity of membership,
including men and women, representatives of different
races, and members of different political parties." 8

Unlike the 16 constituent institutions of the UNC
system, state law gives the School's board of trustees
virtually exclusive power over the school's academic
programs, financial affairs, and personnel, including the
sole authority to appoint the school's director, who
serves as its chief administrative officer.' In 1995, the
UNC Board of Governors sought to reduce the number
of trustees at the Durham school from 26 to 12 and ap-
point eight of those members - in effect, paralleling the
power the Board has over other UNC campuses. The

Board of Governors also wanted more input into the
school's budget and a larger role in hiring its director.1°
Those efforts did not succeed and were put on hold."
However, on March 10, 2006, at the urging of newly-
elected UNC President Erskine Bowles, the school's
trustees unanimously voted to seek legislation to become
the 171 campus in the UNC system, beginning July 1,
2007.

The difficulties of trying to balance central manage-
ment control with local campus autonomy have recently
surfaced in California in relation to that state's commu-
nity college system. The 109-campus system is governed
by a central Board of Governors, but each of the 71 dis-
tricts in which community colleges are located also has
a locally-elected campus board. In recent years, shared
governance has led to variation in the quality and clout
of individual campuses, state educational leaders say.
"The system doesn't work well," says Marge Chisholm,
Legislative Coordinator for the California Postsecondary
Education Commission, the overall coordinating agency
for higher education in the state. "We have a wide array
in the quality of institutions [in the community college
system]. Some are just a whole lot better than others.
And we find they [local campus leaders] are lobbying

Board of Governors Chairman Brad Wilson, Board member Jim Phillips,  and UNC President
Molly Broad confer at a Board meeting in Chapel Hill.

r

Chapter 5 159



legislators for specific campus needs, which shouldn't be
happening. We're really looking hard at the situation and
trying to empower the central administration, with less
influence from the local trustees." A year-long review
by the Postsecondary Education Commission of the
community college governance structure resulted in a
recommendation that the central Board of Governors be
made the statewide governing board for community
colleges with power to delegate specific responsibilities
and authority to the local boards of trustees. "For the
California Community Colleges to operate as a more
unified state system, the role, responsibilities, authority,
and accountability of the statewide governing board and
its administrative office must be stated in unambiguous
terms," the Commission's report states. "Moreover, the
legislature must resist pleas for its direct intervention in
the governance and management of the community
college system."12

By contrast, in Utah, pressure from local leaders has
recently led to an expansion of duties delegated to the
campus boards of trustees of that state's nine public uni-
versities. Specifically, trustees who had felt left out of
the selection process for university presidents lobbied
successfully for more of a role. The Utah State Board
of Regents, the central governing board like the UNC
Board of Governors, now must meet with trustees of lo-
cal campus boards and consult with the chair of each
board before hiring a new university President. Previ-
ously, the Regents were not required to consult with
campus leaders during the search process. "The pen-
dulum swings back and forth on this issue" of delega-
tion of duties to the local campuses, says Norm Tarbox,
Assistant Commissioner for Finance and Facilities for
the Utah board. "At this point in time, people see a need
for greater local control. That's being driven by a couple
of powerful trustees and a cooperative Board of Re-
gents." Although the presence of local campus boards
makes managing Utah's university system more compli-
cated, says Tarbox, "it also fosters good local involve-
ment for the nine institutions. And that really helps in
the legislative process. Legislators who are not willing
to walk across the street for the Board of Regents will
do so for the local trustees"
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Because nearly all powers of the UNC campus boards
are defined and delegated by the central governing Board
and not by the legislature in North Carolina statutes,
there is not much of a gap between what the law pre-
scribes and what happens in practice. As former uni-
versity Board member and UNC-Chapel Hill Trustee
David Whichard says, "There really is no [statutory] al-
location of powers in our system. All powers are del-
egated by the Board of Governors. There is no ques-
tion about who's boss and who makes the final policies."
Opinions about the relationship between the central
Board of Governors and the local campus boards of
trustees tend to focus on whether the campus boards play
a helpful or a harmful role in the larger system; whether
they have the power and resources they need to be ad-
vocates for the 16 campuses; and whether UNC's re-
search universities - UNC-Chapel Hill, N.C. State Uni-
versity, and perhaps UNC-Greensboro and others -
should remain part of the 16-campus system or receive
some form of special treatment in terms of management
flexibility.

The research and interviews for this report identify
the following advantages and disadvantages of the cur-
rent allocation of powers between the Board of Gover-
nors and local campus trustees (see Table 5.1, Advan-
tages and Disadvantages of the Current Allocation of
Powers Between the UNC Board of Governors and the
Local Campus Boards of Trustees). The major advan-
tages are:

Giving more power to a central Board of Governors
increases the likelihood of attention to statewide
needs in higher education rather than to regional or
institutional ambitions.

Keeping budget and program control in the hands
of the central Board has created a more rational dis-
tribution of state educational resources and reduced
harmful competition among the 16 campuses.

Having a central governing Board and a President
for the 16-campus system provides a unified voice
for public universities in the state.

C The existence of the campus boards is a shield
against too much centralization and too much au-
thority in the hands of either the Board of Gover-
nors or the legislature.

The campus boards provide vital fundraising, out-
reach, and political support for each school and also
have maintained a system-wide respect for the his-
torical traditions of various campuses.
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The major disadvantages of the current balance of
powers are:

The degree of centralized control in the UNC sys-
tem has frustrated some members of the campus
boards of trustees who say it inhibits solutions to
problems facing individual campuses.

o The current system may favor the established peck-
ing order of institutions, with UNC-Chapel Hill and
N.C. State University flourishing at the top, but per-
haps to the detriment of fast-growing institutions
such as UNC-Charlotte and UNC-Wilmington, or
the five historically black universities and UNC-
Pembroke.

The existence of campus boards adds to the danger
that supporters of individual schools will make end-

runs around the Board of Governors and contact leg-
islators, asking for funds not in the Board of Gov-
ernors' schedule of budget priorities.

• The Governor, elected statewide by the people, has
some say in appointing local campus trustees but
little say in election of the members of the Board
of Governors by the legislature.

• There is not enough oversight or care taken by the
Board of Governors on appointments to local cam-
pus boards, resulting in a situation in which some
boards are effective in supporting their schools,
while others are not.

State legislators, supporters of former regional
universities such as East Carolina, and historically black
universities such as N.C. Central University are the

Table 5.1

Advantages and Disadvantages of the Current Allocation of Powers Between
the UNC Board of Governors and the Local Campus Boards of Trustees

Advantages

1. Giving more power to a central Board of Governors
increases the likelihood of attention to statewide
needs in higher education rather than regional or
institutional ambitions.

Disadvantages

1. The degree of centralized control in the UNC system
has frustrated some members of the campus boards of
trustees who say it inhibits solutions to problems
facing individual campuses.

2. Keeping budget and program control in the hands of
the central Board of Governors has created a more
rational distribution of state educational resources
and reduced harmful competition among the 16
campuses.

3. Having a central governing board and a President for
the 16-campus system provides a unified voice for
public universities in the state.

4. The existence of the campus boards is a shield
against too much centralization and too much
authority in the hands of either the Board of Gover-
nors or the legislators.

5. The campus boards provide vital fundraising,
outreach, and political support for each school and
also have maintained a system-wide respect for the
historical traditions of various campuses.

2. The current system may favor the established pecking
order of institutions, with UNC-Chapel Hill and N.C.
State University flourishing at the top, but perhaps to
the detriment of fast-growing institutions such as
UNC-Charlotte and UNC-Wilmington, or the five
historically black universities and UNC-Pembroke.

3. The existence of campus boards adds to the danger
that supporters of individual schools will make end-
runs around the Board of Governors and contact
legislators, asking for funds not in the Board of
Governors' schedule of budget priorities.

4. The Governor, elected statewide by the people, has
some say in appointing local campus trustees but
little say in election of the members of the Board of
Governors by the legislature.

5. There is not enough oversight or care taken by the
Board of Governors on appointments to local campus
boards, resulting in a situation in which some boards
are effective in supporting their schools, while others
are not.
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'At one time in our history, we would have said

'no' [to the question of whether the Board of

Governors system has worked to distribute

resources fairly among the 16 schools].

The answer now is  'yes.'  There has been an

attempt to see that there is a sense of equity. "

- RICHARD EAKIN,  RETIRED CHANCELLOR OF

EAST CAROLINA UNIVERSITY IN GREENVILLE

strongest supporters of the current governance system's
record in reducing harmful competition among the 16
campuses. Without a power equation that favors the
central Board in this area, "you'd have all the institutions
fighting like mad with each other," says retired N.C.
Central University Chancellor Julius Chambers, who also
is a former member of the Planning Committee that be-
came the Board of Governors. Richard Eakin, retired
Chancellor of East Carolina University in Greenville,
says, "At one time in our history, we would have said
`no' [to the question of whether the Board of Governors
system has worked to distribute resources fairly among
the 16 schools]. The answer now is `yes.' There has been
an attempt to see that there is a sense of equity."

But others say tipping the power scales in favor of

the central governing Board has merely served to drive
turf and funding battles among UNC member campuses
underground. Former UNC-Chapel Hill trustee and re-
tired Z. Smith Reynolds Foundation Director Tom
Lambeth says, "I have a question about whether com-
petition behind closed doors is worse than competition
out in the open." James Leutze, former Chancellor of
UNC-Wilmington, says the Board of Governors has not
done an effective job in "truly determining and enforc-
ing the missions of the institutions. In point of fact, I
see too much competition allowed. Some of the smaller
and medium-sized institutions are always at the risk of
having their programs catch the eye of the larger insti-
tutions, and that leads to overlap and duplication." Clark
Kerr and Marian Gade describe the negative aspects of
internal competition within multi-campus governance
systems such as North Carolina's, saying, "The tendency
within consolidated governance systems is to homog-
enize, because each type of institution looks so closely
at one another."13

Former UNC-Chapel Hill trustee Tom Lambeth
believes that tensions between the local campus boards
and the statewide Board of Governors can be traced to
the difficult times in which the 16-campus university
governance system was formed. "At that time, we were
divided about desegregation," he says. "University lead-
ers were so consumed by those issues and by the com-
petition between campuses that they had an exaggerated
response, which was to have extremely tight control."

The campus boards don't need more delegated duties,
says Lambeth, but they do need more authority to carry
out their work. "I would do everything to enforce the
idea that the Chancellor is the chief executive officer,
and that the General Administration is a bureaucratic ar-
rangement for coordination and budgeting, but it is not
a university," he says.

On the other hand, some feel there is not enough
oversight by the Board of Governors of the selection of
members of local campus boards of trustees. They also
say local campus trustees need to know more about the
overall university system budget and other big picture
issues that affect all 16 schools. As a result, "Those
boards remain a rubber stamp - until they get into
trouble," says North Carolina A&T State University
Trustee Velma Speight. For that reason, Speight favors
tighter central control by the Board of Governors over
the activities of local campus boards.

Public university systems in other states have
handled the issue of balance of power between a cen-
tral board and local campuses in a number of ways. For
example, consolidated governing boards in Maine, Ver-
mont, and Utah are authorized to define and delegate
duties to the local campus governing boards of trustees.14
In two of those states (Maine and Vermont), one higher
education institution is governed by its own board, and
the remaining higher education institutions are governed
by the consolidated board.

On the other hand, Wisconsin's public university sys-
tem, which is governed by a consolidated governing board
and was created one year before North Carolina restruc-
tured its higher educational sector in 1971, has no local
campus boards of trustees at all. Instead, each campus
has a Board of Visitors with advisory powers only. How-
ever, significant responsibilities have been statutorily as-
signed to different campus "constituencies," says Judy
Temby, Secretary to the Board of Regents, the consoli-
dated governing board for all public universities in Wis-
consin. For example, faculty have primary responsibil-
ity for policies regulating curriculum and programs, and
students have primary responsibility for policies covering
student fees. Since the system was created in 1970, the
academic staff also have been given responsibility for
policies and procedures governing academic staff. "The
statute is well written in terms of the way the powers are
divided," Temby says. "The law is respectful of the way
that colleges and universities are governed locally and yet
gives enough central power" to ensure the efficient use
of state resources for higher education.

At the other end of the spectrum, Michigan, one of
only two states with a planning agency higher educa-
tion structure, has elected to keep governing duties in
the hands of each individual campus.15 Finally, coordi-
nating boards in 24 states have no governance author-
ity, and governance responsibilities are left to institu-
tional boards, three or more multi-campus or segmental
boards, or a combination of institutional and multi-
campus boards.16
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C. Funding Equity Among the
16 Campuses

the late 1980s that indicated how the more rapidly grow-
ing campuses had, in one sense, been disadvantaged by
the allocation of new funds." Friday says that the result
was that a "modest budget request was made to acknowl-
edge this issue, even if only in a symbolic manner."

In 1995, a study of funding equity mandated by the
General Assembly also revealed a divide over visions of
funding equity in North Carolina's university system.
The first phase of the study identified five predominantly
white institutions with "material levels of relative
underfunding.."" They were Appalachian State Univer-
sity, East Carolina University, UNC-Charlotte, UNC-
Greensboro, and UNC-Wilmington. When the Board of
Governors requested and received $21 million in recur-
ring funds for those five institutions beginning with the
1997-98 university budgets, African American lawmak-
ers protested the absence of any historically black uni-
versities on the list. "All of us must have fallen off the
turnip truck yesterday if we believe that these [histori-
cally black] institutions have gotten more funding,"
former House Speaker Dan Blue (D-Wake) was quoted
as saying. "We either came from another planet or are
totally disregarding the history of this state and this
region.."" In response to those criticisms, the 1997

1. Equity in Distribution of Public Funds

Competition among institutions is highly related to
the issue of funding equity within the UNC system. But
equity is a thorny topic because definitions of equity
vary, depending on who is doing the defining. Charges
of inequitable funding have been leveled at different

times and in different ways by leaders of rapidly-
growing regional schools within the system, by support-
ers of the research campuses in Chapel Hill and Raleigh,
and by leaders of the five historically black institutions
and the school with Native American roots, UNC-Pem-
broke. Former UNC President William Friday traces the
equity argument back to efforts in the 1970s to elimi-
nate the racial duality in the University system during
his tenure as President. Says Friday, "It was no acci-
dent that the level of funding [for the equivalent of each
full-time student] for the historically black comprehen-
sive and general baccalaureate institutions was signifi-
cantly higher than for their counterpart historically white
institutions." Friday also points to a related study "in

Members of the N.C.  State University board of trustees don 3-D glasses at their September 2004 session for a
demonstration of physical modeling from two professors in the College of Physics and Mathematical Sciences.

From, left are trustees Wendell Murphy, Bob Mattocks,  and Richard Vaughn.

S
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budget bill stated, "In making this appropriation [of $21
million], the General Assembly does not conclude that
the total funding of any institution, including specifically
the historically black universities, is adequate in light of
all considerations." 19 The bill also directed the Board
of Governors to conduct a study of "the relative equity
and adequacy of the physical facilities of its constituent
institutions," to be completed in January 1999.

Phase II of the study, released in November 1996,
proposed a new funding model for UNC member cam-
puses designed to provide "horizontal equity" based on
the size, mission, and growth characteristics of institu-
tions, rather than previous formulas based solely on en-
rollments.20 (See Table 5.2, Guiding Principles of New
Funding Model for UNC Campuses) The new formu-
las, adopted by the Board of Governors in March 1998,
are expected to address the needs of historically black
schools that have not seen major increases in enrollment,
those of rapidly growing schools such as UNC-
Wilmington and UNC-Charlotte, and those of the
system's two research universities - which compete
nationally with well-off private educational institutions
for faculty, students, and federal grants. But some state
policymakers are concerned that the new formulas will

exacerbate the gap between existing "haves" and
"have nots" within North Carolina's public uni-
versity system. "I'm worried about it," says
Valeria Lee, President of the Golden LEAF
(Long-term Economic Advancement Founda-
tion), who served on the Board of Governors
from 1993 to 1995, was a candidate for a Board
seat in 1999, and is currently a trustee at N.C.
Central University. "It seems those institutions
that historically had more resources will be able
to gain more. The big ones will get stronger, and
the weak ones will get weaker." Mark Lanier,
Assistant to the Chancellor of UNC-Wilmington,
says that because the new funding formulas do not
account for all factors affecting the cost of vari-
ous UNC programs, "the end result will be wide
differentials in funding between institutions."

Still, others see the Board as the key for ensur-
ing there isn't an even greater difference in fund-
ing among the public universities. "Every univer-
sity out there is not created equally," says Board of
Governors member John W. Davis, III of Winston-

Salem. "Some have better chancellors than others, some
have better trustees than others, some have a larger en-
dowment than others, some have more graduates than
others. Without an oversight body [the Board of Gov-
ernors] and the Board having the power it has, I'm afraid
that it [the inequality] would be more unequal than it is
already."

In September 2003, after five years of experience
with the new funding model, a special committee of the
Board began evaluating the effectiveness of the new
model. State House Democratic Leader Joe Hackney
says, "This is an example of the Board of Governors
doing what it's designed to do. This is not a process
that should happen at the legislature."

"This is an example of the Board of Governors

doing what it's designed to do.

This is not a process

that should happen at the legislature. "

- STATE HOUSE DEMOCRATIC LEADER JOE HACKNEY
(D•ORANGE)
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Table 5.2

Guiding Principles of New Funding Model for UNC Campuses
Adopted by the UNC Board of Governors

Principle

Adequacy

Goal-Based

Performance-Based

Simplicity

Equity

Responsiveness

Stability

Validity  and Reliability

Balance

Summary Description

The funding model serves to identify the funding level needed by each
institution to achieve its goals and not be unduly influenced by average
funding rates elsewhere.

The model is used as a tool in implementing the broad goals of the state and
its system of higher education.

The model provides incentives for effectiveness and efficiency and does not
provide any inappropriate incentives for institutional behavior.

Key participants in the state budget process understand how changes in
institutional characteristics will affect funding levels under the model.

The model enables resources to be distributed in proportion to the relative
need of each institution based on its-size and mission characteristics.

Funding levels provided under the model reflect changes in institutional
workloads and mission as well as changing external conditions.

The model does not permit shifts in funding levels to occur more quickly than
institutional managers can reasonably be expected to accommodate.

The model relies on data that are appropriate for measuring differences in
need and can be verified by third parties when necessary.

The model is based on a reasonable balance among the sometimes competing
requirements of each of the criteria listed above.

Note:  The principles are not listed in any particular order of importance.

Source:  "User Manual, University of North Carolina, Student Credit Hour Enrollment Change Funding
Model," Finance Division, General Administration, University of North Carolina, Chapel Hill, NC, p. 4.

These principles were outlined in a report adopted by the UNC Board of Governors on November 14, 1997,
but the principles were not incorporated into  The Code.
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UNC Board of Governors meeting in Chapel Hill.

In November 2004, the special Board committee
conducting the evaluation produced a final report that
affirmed use of the funding model. However, the com-
mittee recommended changing one part of the funding
model's distribution formula (the undergraduate cost
factor) that benefitted campuses whose average under-
graduate class size was more than ten percent below the
UNC system average and replacing it with a factor that
benefits all UNC campuses not classified as research ex-
tensive or research intensive institutions. This part of
the funding model benefits Appalachian State Univer-
sity, Elizabeth City State University, Fayetteville State
University, N.C. Central University, UNC-Asheville,
UNC-Pembroke, UNC-Wilmington, Western Carolina
University, and Winston-Salem State University.

The committee also recommended adding
Fayetteville State University to the list of institutions that
get additional funding because of diseconomies of scale
related to having a smaller student body than other UNC
institutions. Fayetteville State University would join
Elizabeth City State University, UNC-Asheville, UNC-
Pembroke, and Winston-Salem State University in get-
ting this additional funding. The committee also rec-
ommended a revision to the way in which the funding
model defines service to "disproportionate numbers of
disadvantaged students." Under this new definition, the

same six institutions - Elizabeth City State University,
Fayetteville State University, NC A&T State University,
N.C. Central University, UNC-Pembroke, and Winston-
Salem State University - would continue to receive ad-
ditional funding. Additionally, the committee recom-
mended and the Board approved eliminating a financial
aid component of the funding model that had provided
only minimal financial aid.

In addition to its review of the funding model, the
committee also spent considerable time reviewing ap-
propriations levels based on enrollment at the campuses.
Data provided to the committee showed that Appala-
chian State University, UNC-Charlotte, and UNC-
Wilmington were receiving the lowest level of funding
for the equivalent of each full-time student (FTE). In
October 2004, the committee's work prompted a bud-
get request from UNC to the General Assembly for more
money for UNC-Charlotte, $7 million more per year for
UNC-Wilmington, and $1.4 million more per year for
Appalachian State University to counter what support-
ers of those institutions believed to be negative impacts
of the equity funding model on those institutions. How-
ever, UNC-General Administration staff point out that
this was not a negative impact of the funding model, but
instead a result of legislative funding formulas for FTE
enrollment.
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20 Public Universities Also Compete for
Private Contributions

When considering funding equity among the 16 in-
stitutions, it also is necessary to consider the institutions'
relative successes in obtaining financial support from
sources other than state appropriations, including private
sources such as grantmaking foundations, corporations,
individual donors, and school  alumni , as well as the fed-
eral government and licensing revenue from inventions.
For example, in his  installation  speech on October 12,
2000, UNC-CH Chancellor James Moeser announced
his goal of raising $1.8 billion in private money to more
than triple UNC-CH's $511 million share of the $3.1 bil-
lion bond package approved by the state's voters in No-
vember 2000.21 And, N.C. State University announced
a $1 billion compaign in 2004. UNC-CH's $1.8 billion
target (raised to $2 billion in October 2005) is one of
the highest capital campaign goals set by public univer-
sities across the nation so far.22 Though called a "capi-
tal campaign," the fundraising campaign is not just for
building funds, as the bond funds are.

The state's public universities always have been the
recipients of significant federal grants and grants from
private foundations and individuals. In 1999, UNC sys-
tem faculty attracted more than $600 million in exter-
nal grants for research and other sponsored programs;
only the Universities of California and Texas attracted
more dollars from these sources.23 Recent examples
include the award of $6.1 million over three years from
the U.S. Department of Education to a consortium com-
posed of UNC-CH, N.C. State, N.C. Central University,
and Duke University for international studies programs; 21

$9.5 million from the U.S. Agency for International De-
velopment to the Carolina Population Center at UNC-
CH for research on international health and family plan-
ning;25 and $8 million from the Brody family to the East
Carolina University Medical School to support medical
research and fund scholarships.26 Other grants awarded
to UNC constituent  institutions  from federal and private
sources in 2000 included $260,000 from a private phar-
maceutical foundation to N.C. Central University
(NCCU) to support biomedical and biotechnology re-
search and training,27 $855,000 in federal funds to

NCCU to study the effect of environmental hazards on
minority communities'21 and $500,000 in federal dollars
to UNC-Greensboro for a program to help protect wa-
ter sources from potential bioterrorism.29

During fiscal year 2004, the 16 campuses in the
UNC system attracted $1.016 billion of external support
for research and sponsored programs. This represented
an 8 percent increase over the previous year and a five-
year gain of 69 percent.30 Sponsored research includes
research grants awarded to faculty from the federal gov-
ernment, other government agencies, and private sources
such as foundations and corporations. In 2005, the cam-
puses increased this total to $1.019 billion.

UNC-Asheville quadrupled its external funding to
$4.7 million, including $1.3 million to launch environ-
mental research under its new National Environmental
Modeling and Analysis Center. UNC-Wilmington saw
a 45 percent  increase  in their total, with a major part of
that due to its location as a coastal university with a
niche in marine science research. Fayetteville State
University's total external funding rose by 84 percent in
FY 2004, with much of that coming for science and tech-
nology education at the K-16 level. N.C. Central Uni-
versity and N.C. State University also reported substan-
tial increases in the total amount of awards, particularly
through  grants  from the Golden Leaf Foundation in
Rocky Mount, N.C. for new bio-manufacturing research
and training programs.

These totals are dwarfed by the external funding
brought in by UNC-Chapel Hill. For example, during
fiscal year 2003, UNC-CH's sponsored research fund-
ing totaled $537.4 million, an increase of 10 percent over
the prior year. Chapel Hill received federal funding from
the U.S. Departments of Defense, Health and Human
Services ($308.2 million), and Education, as well as the
National Science Foundation and the Agency for Inter-
national Development. For fiscal year 2003, the cam-
pus submitted 3,585 proposals and managed about 7,595
active contract and grant awards.31

Nationwide, the federal government awarded nearly
$21.8 billion in 2002 in university-based research and
development, and UNC-Chapel Hill and N.C. State Uni-
versity are consistently ranked among the top 75 insti-
tutions  in federal support. In the National Science

tI

The Patriot  News  of Harrisburg, Pa., reported  last month on Pennsylvania State

'Uriiversity' s4 current  fund- raising campaign ,  which began  in July 1996  and has  raised $332

million in,ilsj"silent " phase. "As a measure  of the campaign' s success  so far," the

'newspaper reported , " Penn State  officials  point to the last university - wide campaign that

raised $352 million between 1984 and 1990 ,  far surpassing the goal of $200.

"MARGINALIA"

THE CHRONICLE OF HIGHER EDUCATION, MAY 14, 1999
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Table 5.3

Sponsored Program and
Research Awards Received by the

UNC System  During Fiscal Year 2005

Number of
Awards in
Fiscal 2005

Dollar Amount
of Awards in
Fiscal 2005

Doctoral/ Research-Extensive
UNC-Chapel Hill 3,634 $580,104,170
N.C. State University 1,839 201,297,428

Doctoral/Research-Intensive
N.C. A&T State University 243 35,553,929

East Carolina University 334 33,378,636
UNC-Greensboro 214 27,628,789
UNC-Charlotte 371 26,780,409

Master 's Comprehensive I
N.C. Central University 82 23,487,173
UNC-Wilmington 196 18,835,968
Appalachian State University 174 11,413,662

UNC-Pembroke 63 10,418,496
Fayetteville State University 50 8,488,584
Western Carolina University 91 7,560,623

Baccalaureate-General

Winston-Salem State University 53 13,347,189
Elizabeth City State University 58 9,023,241

Baccalaureate-Liberal Arts
UNC-Asheville 32 1,355,182

Arts, Music  and Design
N.C. School of the Arts 2 95,000

System Office
UNC-Office of the President 22 11,175,345

UNC Total 7,458 $1,019,943,823

Source:  The Sponsored Programs and Research Council
(SPARC) data system, available online at  http://
uncsparc. northcarolina. edu/.

Notes:  Sponsored programs are scholarly, professional,
and creative activities (e.g., research, instruction, and
public service) that University personnel conduct with
support from external funding such as grants, contracts,
and cooperative agreements. Figures include all spon-
sored program awards actually received by the University
of North Carolina from 7/01/2004 through 6/30/2005 and
do not include awards that were promised but had not been
paid. The totals shown include inter-institutional sub-
agreements and internal awards and may therefore be
higher than other officially reported totals. Dollar amounts
are rounded.

Foundation' s annual  "Survey of Research and Develop-
ment Expenditures at Universities and Colleges" for
2002 (released in 2004), UNC-Chapel Hill ranked 23''
with $254.6 million in federal funds received, and N.C.
State ranked 941 with $75.2 million in federal funds.
N.C. State later corrected its survey response and would
have ranked 73rd at $92 million if those revised figures
had been the basis of the rankings.31

Another source of external funding for universities
is licensing  revenue from patents and inventions devel-
oped on campuses. In the 2002 fiscal year, universities
nationwide collected more than $959 million from the
commercialization of new drugs, computer software, and
other inventions, such as Gatorade sports drink. While
most universities own the rights to inventions developed
by the professors and graduate students, the inventors
themselves usually receive about a third of the licens-
ing income. If universities create companies based on
the inventions, they often receive - and share with the
inventors - the equity from these start-ups, reports  The

Chronicle of Higher Education.33  For fiscal year 2002,
N.C. State University ranked 401  in licensing  income,
with $3.72 million received. N.C. State also had 25
patents issued and 83 patent applications formed. Tony
Waldrop, Vice Chancellor for Research and Economic
Development at UNC-Chapel Hill, says that school has
created 22 spin-off companies.34 Systemwide, the 16
UNC campuses had more than 93 patent applications
and 407 invention disclosures and generated more than
$8.6 million in  licensing  income during fiscal year
2003.35

Internally, public universities create private founda-
tions  for the primary purpose of obtaining external fi-
nancial  support. For example, as of June 30, 2002, there
were 16 private university foundations at UNC-Chapel
Hill with assets of more than $1 million each, includ-
ing three with more than $100 million in assets. These
16 university foundations have combined assets totaling
more than $610 million (See Table 5.4: Private Univer-
sity Foundations at UNC-Chapel Hill with Assets
Greater than $1 Million).36

"UNC-Chapel Hill has  sources

of money that others in the system don't have.

They receive federal research money,

[athletic] shoe contracts, and private gifts. "

- MARK LANIER,  SPECIAL ASSISTANT TO CHANCELLOR

ROSEMARY DEPAOLO

AT UNC-WILMINGTON
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"You know ,  we've brought six companies under the TransNational wing in the last six

years, some big, some not so big .  That gives us control  of eleven  diverse companies in all,

and, of  course, a goodly debt . Not much left  over for research and development , for, let's

sa,the physical plant aspects ,  and the personnel .  So I look around me, and I say, who's

got the physical plant and the personnel ,  and I don 't have  to look far, do I?"

Ivar ,  whose nodding agreement had become unpleasantly rhythmic, said , "No, probably,

iand consciously stilled his head.
E 1  "Our interests continue to coincide ,  Dr. Harstad .  I got hybrid seeds, you got plant

,genetics .' I got steel roller mills, you got materials science and industrial engineering.
f. +

I, got airplane engine parts ,  you got aerospace engineering. I got chickens , beef, and

llamas; you .got animal science. I got a chemical  company  that specializes in pesticides,
;you got entomology .  I got a big accounting and PR  firm, you  got a business school. Are

you catching my meaning ,  Dr. Harstad? Why should I hire R and D people just to read

,what yqur'I and D people already know?"
'Of course,"  said Ivar.

"Your own governor says that alliances between education and business are the wave of
it

the  future,,  Dr. Harstad."

I "Technology transfer,"  murmured Elaine.

1. t

By contrast, for 2001-02, the NCSU Foundation,
Inc. listed assets of $56.3 million, while the NCSU Stu-
dent Aid Association (the Wolfpack Club) had liabilities
that exceeded assets by $4.6 million. For the same year,
the Medical Foundation of East Carolina had assets of
$19.4 million, the athletics foundation of UNC-Charlotte
had $11 million, the North Carolina Central University
Foundation had $9 million, and the Winston-Salem State
University Foundation had $5 million.37

"UNC-Chapel Hill has sources of money that
others in the system don't have," says Mark Lanier,
Special Assistant to Chancellor Rosemary DePaolo
at UNC-Wilmington. "They receive federal research
money, [athletic] shoe contracts, and private gifts,"
he says.3B

There is clear evidence of increased attention being
given to beef up development offices and fundraising
staffs within the UNC system. The university created a
Division of Public Affairs and University Advancement
in 1998,39 and fundraising is an increasingly important
part of the lives of the chancellors. According to UNC
President Molly Broad, "We expect our chancellors to
give their full energy to delivering on the public com-
mitment  of the  mission to  the University of North Caro-
lina, providing access and service, and reaching out to
all of their constituents. Increasingly, we are also expect-
ing them to provide substantial energy on the private side
in raising funds and in developing alliances with corpo-
rations and securing support from foundations."40

- JANE SMILEY

MOO

In 1999, the General Assembly provided $2 million
in recurring funds to build development office capacity
at seven designated UNC campuses targeted for high en-
rollment growth over the next decade.41 Then in 2000,
the UNC Foundation was created by the University to
support multicampus and university-wide initiatives.
And, in February 2001, the UNC Foundation received
a $400,000 grant from the Glaxo Wellcome Foundation
(now the North Carolina GlaxoSmithKline Foundation)
to assist smaller UNC campuses and affiliated organi-
zations in their efforts to build institutional capacity for
private fundraising .12

However, two years later,  The News & Observer  of
Raleigh reported that the seven schools barely had
enough private gifts for operations and scholarships, and
none for new buildings, a key goal of the legislature in
appropriating the $2 million in 1999.43 The legislature
hoped the institutions would use the $3.1 billion state-
wide capital bond issue (with $2.5 billion of that going
to the universities) to induce private donors to give more.
This action was taken in response to a recommendation
by Eva Klein, a consultant on UNC building needs, that
the universities should try to match and perhaps exceed
national trends in seeking larger portions of capital funds
from philanthropy. This was especially a challenge for
the smaller and historically black universities.

Seven of the 16 public universities received alloca-
tions from the legislative appropriation of $2 million per
year, beginning in 1999, to beef up their fundraising
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Table 5.4

Private University  Foundations at  UNC- hapel Hill with  Assets Greater Than $1 Million

1.

Foundation

Arts & Sciences Foundation, Inc.

Net Assets

$ 73,555,229

2. Botanical Garden Foundation, Inc. 5,040,479

3. Dental Foundation of NC, Inc. 17,994,255

4. Educational Foundation, Inc. (Rams Club) 4,717,174

5. Educational Foundation Scholarship Endowment Trust 106,300,000

6. Institute of Government Foundation, Inc. 6,845,718

7. Kenan Flagler Business School Foundation 46,197,210

8. Law Alumni Association of UNC, Inc.
& U.N.C. Law Foundation, Inc. 14,010,228

9. Medical Foundation of NC, Inc. 148,105,118

10. Pharmacy Foundation of NC, Inc. 19,342,205

11. Public Health Foundation, Inc. 9,546,430

12. School of Education Foundation, Inc. 1,326,384

13. School of Journalism & Mass Communication Foundation of NC, Inc.* 15,867,425

14. School of Nursing Foundation, Inc. 4,427,209

15. School of Social Work Foundation, Inc. 4,745,808

16. University of North Carolina at Chapel Hill Foundation, Inc. 132,862,134

Total: $ 610,883,006

*  Net assets amount reported as of December 31, 2001 instead of June 30, 2002.

Source:  Information provided to the N.C. Center for Public Policy Research by UNC-Chapel Hill's Office of
the University Counsel, July 2003 and data obtained from  http://www.guidestar.org.

offices. (See Table 5.6. Allocations to Public Universi-
ties in the UNC System To Beef Up Private Fundraising,
and Amounts Raised in 1998 and 2001-2003.) Four of
those seven institutions actually saw annual private giv-
ing decline from 1998 to 2001 - Fayetteville State,
N.C. Central, UNC-Pembroke, and Winston-Salem
State. None of the seven were able to add private money
to bond-funded building projects. Instead, the state
allocations went for such expenses as hiring and train-
ing fundraising staff (Elizabeth City State and A&T
State) and computerized phone banks (A&T State).
Meanwhile, the UNC system as a whole raised about
$323 million from private sources in 2001. UNC-Chapel
Hill alone raised $160 million, enough to rank 141 on a
list compiled by the national Council for Advancement

and Support of Education, a private nonprofit that tracks
private fundraising for education.'"

"This is an equity issue," says former Fayetteville
State University Chancellor Willis McLeod. "Most of
the money from UNC-General Administration is enroll-
ment-driven. There ought to be certain positions, such
as development positions, that are provided to all insti-
tutions, regardless of size," says McLeod.45 He adds that
he doesn't have 20 development positions like some
other schools, yet he says he's expected to have as many
endowed chairs.

It is also an equity issue in terms of the different
sizes and nature of the alumni bases when the schools
solicit contributions. Charles Waddell, Fayetteville State
University's Vice Chancellor for Institutional Develop-
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ment, says, "Fayetteville State started out being a teach-
ers college, while UNC was producing lawyers and doc-
tors who are going to have more disposable income.
And we are talking of first-generation college students
who don't have the resources."46 In 2001-2002, FSU
received only $180,517 in alumni contributions, and in
2002-2003, only $122,047. Nationally, one recent book
says alumni giving rates at predominantly white insti-
tutions are more than double the rates for many histori-
cally black colleges.41

In June and July 2003, the fundraising consulting
firm of Bentz Whaley Flessner conducted a follow-up
to its 2000 review of the advancement programs for the
seven focused growth institutions48 within the UNC sys-
tem. The firm concluded that the seven institutions have
widely differing potentials for fundraising growth but
that each has the opportunity to increase its fundraising.
The review suggested that the institutions' fundraising
operations need to improve their computer systems and
attract, retain, and develop staff members. The Univer-
sity system's then newly-hired Director of University
Advancement, Laura R. Foxx, reported to the Board of
Governors in August 2003 that she was actively work-
ing on developing system-wide resources to benefit the
focused-growth campuses, saying, "We are keenly aware
of the special resources required to enhance the advance-
ment operations of the focused growth institutions."

"We're seeing increased competition

between nonprofits and universities for

foundation monies. It makes nonprofits

nervous because the playing field is not

level. Institutions of higher education

have so much more fundraising capacity

- well-developed infrastructures,

development staffs, entree, and contacts

- than the average community-based

nonprofit, so it makes fundraising for

them an even greater challenge. "

-TRISHA LESTER,

VICE PRESIDENT OF THE N.C. CENTER FOR NONPROFITS

Private nonprofits are concerned that public univer-
sities are competing with them for limited private foun-
dation grants. Historically, state universities sought
funds from state government, the federal government,
and alumni, leaving private foundation grants mostly to
private nonprofits. Now, however, many public univer-
sities have set up private university foundations as

Table 5.5

Ranking and Amount of Endowments of N.C. Public Universities in
National College Business Officers Survey

Ranking of

School 's Endowment UNC Institution Amount of Endowment

32 UNC-Chapel Hill $1,317,211,000

146 N.C. State University 324,189,000

291 UNC-Greensboro 118,932,000

347 UNC-Charlotte 86,999,000

385 East Carolina University 65,729,000

483 Appalachian State University 43,755,000

571 UNC-Wilmington 29,654,000

612 Western Carolina University 23,053,000

665 UNC-Asheville 14,909,000

717 Fayetteville State University 5,890,000

* Includes assets of supporting foundations

Source:  National Association of College and University Business Officers, Fiscal Year 2004
survey, released 1/24/2005.
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"In the last few years, we've realized

that we're never going to get enough

money from the legislature. If we

don't ask for the money from other

places, we're not going to get it. "

- ADDISON BELL,  A UNC BOARD OF GOVERNORS MEMBER

fundraising units to make it easier for private
grantmaking foundations to give to universities. Trisha
Lester, Vice President of the N.C. Center for Nonprofits,
a statewide association serving charitable nonprofits,
confirms that such competition exists. "We're seeing
increased competition between nonprofits and universi-
ties for foundation monies," says Lester. "It makes
nonprofits nervous because the playing field is not level.
Institutions of higher education have so much more
fundraising capacity - well-developed infrastructures,
development staffs, entree, and contacts - than the
average community-based nonprofit, so it makes
fundraising for them an even greater challenge."

Still, the university feels that the current state bud-
get situation necessitates looking elsewhere for re-
sources. "In the last few years, we've realized that we're

never going to get enough money from the legislature,"

says Addison Bell, a UNC Board of Governors mem-
ber. "If we don't ask for the money from other places,
we're not going to get it."49 (See Table 5.7. Pros and
Cons of State Universities Seeking Private Foundation
Grants and Corporate Contributions.)

Managing private fundraising foundations within
public universities is not without dangers and policy
questions. In October 2004, the State Auditor raised
questions about proper oversight of the North Carolina
School of the Arts and its university-affiliated founda-
tions. A special review found that "[t]he school failed
to exercise appropriate control or oversight over its re-
lated organizations." The audit uncovered violations of
personnel policy that included inadequately documented
overtime, reclassification of a job twice without proper
approval, inappropriate special one-time payments to 20
employees, and abuse of an employee loan program.
(For more on the personnel abuses, see pages 143-145
in this report.)

Additionally, with respect to foundations affiliated
with the School of the Arts, the State Auditor found that
state and university-affiliated foundation money was
used to fund three spending accounts not reported to
foundation board members. Expenses totaling $269,224
were paid from these accounts for cell phone bills, coun-
try club memberships, and $15,000 in lease payments
for a Cadillac Escalade for former Vice Chancellor for
Finance and Administration Joseph L. Dickson. Dickson

Table 5.6

Allocations to Public Universities in the UNC System
To Beef Up Private Fundraising, and Amounts Raised in 1998 and 2001-2003

Annual

Allocation  To Beef Amounts Raised (Millions of $

Up Fundraising 1998 2001 2002 2003

Elizabeth City State University $284,000 $0.3 $0.6 $0.6 $0.8

Fayetteville State University 273,000 3.8 1.6 0.9 0.9

N.C. A&T State University 303,200 4.1 6.1 5.0 13.3

N.C. Central University 308,400 7.8 2.6 2.8 3.3

UNC-Pembroke 260,600 0.8 0.7 1.7 1.3

Western Carolina University 260,625 2.6 3.0 3.2 3.3

Winston-Salem State University 260,000 1.0 0.7 1.9 2.3

Source :  UNC Office  of the President and John Sullivan , "Fund-raising plan fizzles  at UNC  schools,"
The News & Observer,  Raleigh, NC, April 24, 2002, pp. lA and 19A.
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Table 5.7

Pros and Cons of State Universities Seeking
Private Foundation Grants and Corporate Contributions

North Carolina's public universities often set up private foundations in order to increase their access to foundation
grants and corporate contributions to nonprofit entities.

Pros

1. Creates the possibility of adding outside new money to supplement state appropriations, tuition and fees, federal
grants, and alumni giving.

2. Can help offset state budget cuts if the university receives grant income at same time

3. Corporate giving can help further the University's research mission.

Cons

1. Not a sustainable source of revenue: Foundations mostly make grants for special projects, not continuing general
operating support over long periods of time.

2. Circumvents the conversation between universities and legislators and the public and creates a false picture of the
universities' continuing finances, thus hurting the university's ability to make its case to legislators and ultimately
to the public on why more funds are needed.

3. Reduces public accountability: This enables public universities to raise funds without the same level of public
scrutiny normally expected of government entities.

4. Strains relations between the public and nonprofit sectors at a time when government is expecting the nonprofit
sector to provide more services with the same or less funding. Also, nonprofits resent public entities dipping into
private foundations when public agencies already have access to public funds through state, local, and federal
appropriations, as well as alumni giving.

5. Distracts the university from focusing on its public mission, and the university instead spends time pursuing
foundation or corporation grants.

6. Corporate gifts for University research projects may have conditions attached or may be inconsistent with the
University's value for disinterested research.

also received more than $90,000 for consulting and ex-
penses over 13 years from the foundation in violation
of university policies. Dickson twice transferred foun-
dation property without authorization to a nonprofit cor-
poration he controlled. First, he transferred three acres
of land without authorization, resulting in a misappli-
cation of $108,000 from the foundation. Second, he
misapplied $177,945 from the foundation related to five
houses that had been donated. The entities involved in-
cluded the N.C. School of the Arts Foundation, the
N.C.S.A. Housing Corporation, the N.C.S.A. Unity
Development Corporation, and the Program Support
Corporation, which was established in 1997 to support
the school. Many of the Auditor's findings focused on
the nonprofit Program Support Corporation. Its three-
member board was comprised only of Dickson, Chan-
cellor Wade Hobgood, and Provost Lucinda Lavelli.

State Auditor Ralph Campbell said the School of the
Arts situation created an opportunity for the UNC sys-
tem "to bring some needed sunlight to the financial af-
fairs of the foundations associated with all of our uni-
versities"50 The Auditor recommended that UNC
require every campus in the system to submit a report
to the Board of Governors outlining every foundation
and related agency connected to the University, which
would include activities, revenues, and expenditures.51

In response, UNC President Molly Broad said that
since 1990, all university-related foundations must be au-
dited annually and the results given to her office. For
the past seven years, the foundations have been required
to adopt financial standards governing how they operate.
The School of the Arts' foundation audit had shown no
problems though. And, Broad. said she and other sys-
tem administrators were unaware of the existence of the
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Program Support Corporation, the entity that held some
of the money in question. Broad responded to the
Auditor's recommendation that institutions provide fur-
ther information about foundations and related entities,
saying, [On an annual basis, I] "will hereafter require that
the chancellors list all affiliated foundations and entities,
affirm that they have adequate financial controls in place,
and attest that no other foundations or entities exist."52

However, President Broad and the State Auditor dis-
agree over which entities would be defined as affiliated
with UNC. For example, the auditor says payments to
the dean of the School of Filmmaking at the N.C. School
of the Arts from a nonprofit called "North Carolina
School of the Arts Unity Development Corporation"
were a violation of UNC policy against senior adminis-
trators receiving compensation from related organiza-
tions, but UNC disagrees. The School of the Arts
formed the Unity Development Corporation as a non-
profit that would sell bonds to build a corporate head-
quarters called "Unity Place" to lease to Krispy Kreme
Doughnut Corporation.53 In her response to the audit,
Broad says, "The Office of the President does not agree
with the Auditor's conclusion that the Unity Develop-
ment Corporation is an entity that was intended to come
within the meaning of this policy. Nonetheless, in light

of this ambiguity, [I] will recommend that the Board of
Governors clarify its policy."

In January 2006, A Board of Governors' Task Force
on Best Financial Practices (set up a year earlier to
study "non-profit entities created to benefit the Univer-
sity") recommended creation of a Board audit commit-
tee, establishment of audit committees for the local
Boards of Trustees of the campuses, performance of
pre-employment background checks of prospective
senior university officials, monitoring of employee
loan programs, and a ban on personal loans to trustees
and senior executives by university-associated entities.
The task force also endorsed a set of regulations on

university-associated entities for the UNC Administra-
tive Manual. Those regulations, which had already
been approved by the Board in November 2005, require
university-associated entities to report a limited amount
of financial information annually to chancellors of the
constituent institution with which they are associated,
with multi-campus entities reporting to the President.
With regard to additional disclosure of information to
governing boards about affairs of university-associated
entities, the regulations take a "don't tell us if we don't
ask" approach as an effort to minimize public disclo-
sure of foundation records. Boards of trustees or the

Board of Governors member Bob Warwick chairs the Board's Task Force on Best Financial Practices.

0
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He; [Dwight D. Eisenhower] insisted that the [Columbia University] trustees must

underslWn`d,j before they acted, the nature and extent of the verbal agreements he had
t'_1, k, at
made with Watson. These included no involvement in purely academic matters, no

responsibility for fund raising, no excessive entertaining, and no burdensome

administrative details.
tit

` 4 •' A

Board of Governors must first articulate a reason for
their information request. And, the regulations only re-
quire the associated entity to allow inspection of infor-
mation rather than transmission of documents.

In addition to the issue of equity in access to pri-
vate funding among public universities and the issue of
management of these private foundations by university
leaders is the issue of accountability and transparency
of these private foundations. This issue has been raised
by the situation at the N.C. School of the Arts and by
events in Georgia, whose University System Board of
Regents voted in 2004 to terminate its relationship with
the University of Georgia Foundation. That foundation
was created in 1937 to support and raise money for the
University of Georgia. The foundation pays 57% of Uni-
versity President Michael F. Adams' $559,468 salary,
controls a $400 million endowment, provides a sky suite
for the president at home football games for entertain-
ing donors and dignitaries, and even holds the federal
trademark registration of the University of Georgia
name. The foundation became angry at President Adams
when he decided not to extend the contract of popular
long-time athletic director Vince Dooley in 2003. The
split between the University and the foundation came as
the university was less than halfway toward its goal in
a $500 million capital campaign.

The Chronicle of Higher Education  says, "Many
public universities have become increasingly dependent
in recent years on their foundations for financial sup-
port, as state appropriations for higher education have
declined. The foundations raise and manage private do-
nations to the universities, engage in real-estate deals,
and, in recent years, have played a greater role in supple-
menting presidential pay."54  The Chronicle  says about
a third of public university presidents now receive a
portion of their pay from private sources.

However, trustees and members of public univer-
sity boards worry that the growing dependence on pri-
vate foundations can reduce the universities' account-
ability and transparency to the public because private
foundations are not subject to the same open meetings
and public records laws as other state entities are. The
relationship between public universities and private

STEPHEN AMBROSE

EISENHOWER

foundations also can create conflict of interest situa-
tions, as it did in Georgia where the President and sev-
eral employees were paid by both the foundation and
the university.

Scholar Marian Gade found in her study of multi-
campus university systems that many public universities
now are competing with private universities, nonprofits
in their regions, and even other campuses within their
own university systems for private donations - a situ-
ation that has raised new policy questions. "For ex-
ample, do alums `belong' to the campus from which they
graduated, or are they fair game for any campus in
whose jurisdiction they now live or work?" Gade asks.
"As private fundraising becomes more important for
public institutions, fundraising policies (but not cam-
paigns) may become a more important item on system
agendas.""

As the state's public universities have turned to pri-
vate sources of funding to help support campus operations,
the UNC Board of Governors needs to adopt fundraising
policies to monitor and channel such efforts. Currently,
the Board of Governors receives a fund-raising and en-
dowment report annually, which specifically outlines na-
tional giving trends, tracks the results of the 16 campuses,
and benchmarks their work against peer institutions. Since
2001, the Board also has required all campuses to record
their fundraising results with the Voluntary Support for
Education and with the National Association of College
and University Business Officers' annual surveys. How-
ever, while the Administrative Manual of The University
of North Carolina includes policies regarding endow-
ments and trust funds,56 the Board has not implemented
policies or guidelines for campuses on how they approach
fundraising, the relationships with other campuses that
may be in pursuit of the same funds from individuals,
corporations, and foundations, and how the campuses'
development activities affect the larger community in
terms of competing with nonprofits in their regions. As
the university continues to increase the development ca-
pacity on the 16 campuses, the Center believes the Board
of Governors should establish policies on private fund-
raising and development, especially as related to equity,
transparency, appropriateness, and accountability.
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In an increasingly competitive budget climate, the 16
local boards of trustees are seen by many as a way to
extend fundraising and public outreach roles of the
UNC campuses. For example, in February 1999, the
East Carolina University Board of Trustees announced
an effort to transform the image of the state's third
largest university - a change characterized by one re-
porter as being "from one of parties and Pirates to sci-
ence and scholars"57 - through more extensive mar-
keting activities, scholarship programs, and new
enrollment strategies. Former North Carolina Gover-
nor and current Board of Governors member  emeritus

Jim Holshouser says, "The local boards are an integral
part of what's made our system successful. I believe
most chancellors would say the trustees are a real asset
in reaching out to university constituents and supple-
menting public resources and also giving them a group
of people who aren't `yes' people reporting to the
chancellor who can be called upon for advice."

Some state policymakers say the current balance of
power in the UNC system has prevented the local cam-
pus boards from acting as true champions for their
schools. "We have an immense resource that we are not
utilizing by not letting each institution argue for itself

. 11

[in the legislature] and for the system," says David
Whichard, a former member of the Board of Governors
and former trustee at UNC-Chapel Hill. "Reserving for
the [UNC] General Administration the role of being a
spokesperson with the legislature means we are miss-
ing some opportunities." N.C. Central University
Trustee Valeria Lee says the problem is especially seri-
ous for UNC's smaller and less prestigious campuses.
"We need to revive the muscle of the smaller institutions
to approach the General Assembly," she says. "I have
seen more of the local boards trying to find ways to have
more say with their local legislators. The larger insti-
tutions have had that influence all along."

UNC-Chapel Hill's supporters have taken an alter-
native route to seeking clout with the legislature by
forming their own political action committee (PAC)
called Citizens for Higher Education. This committee
makes campaign contributions to candidates for the
state legislature. In the 2001-2002 election cycle, the
PAC contributed $158,000 to legislative candidates -
tied for the fifth largest sum of direct contributions
given by any registered political committee that year
and more than such corporate heavyweights as
BellSouth and Progress Energy, according to
NCFREE, a research group for business interests in
North Carolina (see Table 5.8: Campus-Related Politi-
cal Action Committees). Only 15 of the 522 PACs
contributing in that election cycle gave more than
$100,000.58
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Table 5.8

Campus-Related Political Action Committees

A. Top Political Action Committees  (PACs) Contributing to  Legislative  Candidates

Rank in  Amount Contributed in
Giving Name of PAC 2003-04 Election Cycle

1. N.C. Democratic Party $2,715,870

Rank in Amount Contributed in

Giving Name of PAC 2001-02 Election Cycle

2. N.C. House Democratic
Committee $1,016,797

3. N.C. Senate Democratic
Committee $759,387

4. N.C. Republican Party $395,994

5. Citizens for Higher
Education  (UNC-CH  group )  337,500

6. N.C. Medical Society 296,750

7. N.C. Realtors Association 272,880

8. N.C. Academy of Trial Lawyers 247,750

9. N.C. Home Builders Association 244,689

10. Duke Energy 231,000

71. Economic Development 27,500
Coalition  (NCSU Group)

224. (tie)  Coalition for East Carolina 4,000
(ECU Group)

Source:  NCFREE, Raleigh, N.C., July 2005

1. N.C. Democratic
Executive Committee $4,031,512

2. N.C. Realtors Association 235,700

3. N.C. Home Builders Association 213,450

4. Duke Energy 173,100

5. (tie)  Citizens for Higher
Education  (UNC-CH  group)  158,000

Jim Black Committee 158,000
(Black was Speaker of the

N.C. House in  2001-02)

7. N.C. Hospital Association 151,350

8. BellSouth  149,378

9. Progress Energy 143,000

10. N.C. Medical Society 136,050

Source:  NCFREE, Raleigh, N.C., July 2003

B. Campus-Related PAC Giving to  All  Candidates in 2003-04 Election Cycle

Name of Campus-Related PAC

1. Citizens for Higher Education (UNC-CH Group)

2. Economic Development Coalition (NCSU Group)

3. Coalition for East Carolina (ECU Group)

Amount
Contributed in

2003-04 Election Cycle

$362,000

36,950

8,000

Source:

Jane Stancill and David Raynor, "UNC-CH backers boost lawmakers,"  The  News &  Observer,
Raleigh, NC, January 31, 2005, pp. 113 and 313.
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The News & Observer  of Raleigh sharply criticized

the UNC-CH PAC in an August 3, 2003 editorial, say-
ing, "It is self-centered muscle-flexing that reminds the
other 15 institutions in the UNC system that these
Chapel Hill folks are looking out for number one. It un-
dermines the very principle that caused the system to be
formed more than 30 years ago - that the public uni-
versities should be all for one and one for all, and should
present a unified voice to the General Assembly." The

editorial went on to say that such an "organized, cash-
and-carry group like this" is "a slap in the face to other
schools in the system ... which don't have the finan-
cial clout in their alumni base that Chapel Hill has." The
editorial concluded that the Chapel Hill PAC "should
cease operations, and donate the cash on hand to need-
based scholarships. Right now."59

Instead, the UNC-Chapel Hill group, Citizens for
Higher Education, more than doubled its involvement in
political campaigns in the 2003-2004 election cycle,
giving $362,000 to candidates, including $283,500 to
legislative candidates. Again, this was more money than
that donated by big banks, pharmaceutical companies,
the N.C. Medical Society, and the N.C. Academy of Trial
Lawyers. Worse still, the disease has spread to other
campuses. A group of N.C. State backers gave $36,950
to candidates through their PAC called the Economic
Development Coalition. And, East Carolina University
supporters formed a new Coalition for East Carolina in
June 2004 and gave $8,000 to candidates.60 It is per-
haps no accident that the 2003-2004 General Assembly
enacted legislation establishing a new $180 million can-
cer center at UNC-Chapel Hill and a new $60 million
cardiovascular diseases center at East Carolina Univer-
sity, even though these projects were not in the UNC
Board of Governors' list of funding priorities submitted
to the legislature at the start of the 2003-2004 session.

The rise of campus-related PACs is a disturbing
development for four reasons. First, to the extent that
these campus-related PACs lobby independently for
their campus wish list, they undermine the Board of
Governors' process in examining statewide priorities
and public university needs from a system-wide per-
spective. In effect, this returns the system to pre-1971
days when the campus with the best lobbyist and larg-
est alumni group won - only now it's the campus
with the most political action committee contributions.
Second, campus-related PACs worsen the issue of eq-
uity for funding among the 16 campuses. Not all 16
schools will be able to create a PAC, and not all PACs
will raise the same amount of money to contribute to
campaigns. Third, this could end up harming the cam-
puses individually and the university system as a
whole. If a PAC gives mostly to one party or if the
candidates it chooses lose, the likelihood of the win-
ning, non-UNC-PAC-backed candidates seeking re-
venge on campus budgets is high. Fourth, as Raleigh
News & Observer  columnist Jim Jenkins puts it, these
campus-related PACs "risk diminishing that which the

university should value most - its independence, and
its integrity." Jenkins writes, "This is the kind of idea
that chancellors and presidents ought to stop.""

In addition, the clout that individual UNC campuses
enjoy with the legislature changes over time. For ex-
ample, research conducted by Thad Beyle, professor of
political science at UNC-Chapel Hill, shows that far
fewer of the state's political leaders are graduates of the
Chapel Hill campus than in past decades. In 1939, the
percentage of state legislators who received degrees from
UNC-Chapel Hill was 43 percent, in 1969 it was 36 per-
cent, in 1979, 31 percent, and by 1997, the proportion
had dropped to 15 percent, Beyle found. In a 1998
newspaper opinion piece, he wrote, "All this means
higher education goals, needs, and battles are more
diverse than in the past. And the privileged position that
UNC-Chapel Hill once had due to the political positions
some of its graduates held no longer exists .1161 The

percentage of lawmakers receiving an undergraduate
degree from Chapel Hill remained at 15 percent in 1999,
16.5 percent in 2001, and 13 percent in 2003.63 Former
Board of Governors member John Sanders says, "And,
with the increase in numbers of institutions, some
UNC-CH alumni-legislators must take care of the insti-
tutions in their districts more attentively than they do of
UNC-CH."

After an end-run around the Board of Governors by
the dean of the UNC-CH Business School in 1997, the
Board required all chancellors to submit proposals for
legislation to the President and a newly created Public
Affairs Committee.64 At the time,  The News & Observer
of Raleigh reported, "That may prevent the kind of
freelance lobbying done by campus leaders in recent
years - something that has irked [UNC President Molly
Corbett] Broad and the Board."15 By upgrading an ex-
isting position, President Broad created a new post of
Vice President for Public Affairs and University Ad-
vancement to "lead UNC's efforts to build relationships
and coalitions across the sectors of education, business,
and government."66

Former UNC-Chapel Hill Chancellor Paul Hardin re-
calls being bluntly informed by university administrators
when he took the post in 1988 that campus leaders in
Chapel Hill "were not to go to Raleigh. That was for the
General Administration to do. And while I was under that
proscription, some other chancellors were not" Hardin
adds that the situation changed in 1993, when leaders from
all 16 university campuses were encouraged to help gar-
ner support for a statewide bond issue for higher educa-
tion. Though the university bond referendum failed in 55
of 100 counties, the $310 million bond issue was narrowly
approved statewide by 52.1 percent of voters, and Hardin
says the experience led university leaders to relax their ban
on lobbying by some UNC institutions. Only 23.9 per-
cent of state voters turned out to vote on the bond issue,
one of four bond issues on the ballot that year. The UNC
bonds' 52.1 percent margin was the narrowest victory
among the four issues on the ballot, with the state parks
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bonds passing by 56.0 percent, the Community College
bonds passing by 56.5 percent, and the clean water bonds
passing by 58.5 percent.

Support for the UNC bonds was strongest in those
urban counties where UNC campuses are located. For
example, 59% of the voters in Guilford County, home
to UNC-Greensboro and NC Agricultural and Techni-
cal State University, supported the bond issue; 72% of
the voters in Orange County, home to UNC-Chapel Hill,
favored the measure; and 54% of the voters in
Mecklenburg County, home to UNC-Charlotte, sup-
ported the bond issue. By contrast, in Johnston County,
56% voted against the bond issue, and 61% of Randolph
County voters opposed it. Neither of these counties is
home to a UNC campus. (See Table 5.9: History of

Public Votes on Higher Education Bond Referenda in
North Carolina Since 1959.)

On the other hand, former Board of Governors
member John Sanders sees the strong central board as
a key reason that a similar but much larger $3.1 billion
bond referendum was successful in 2000. "The 2000
bond issue is a supreme example of the advantages
achieved by having a unified leadership of the univer-
sity in the President and Board of Governors taking full
account of the interests and needs of the individual in-
stitutions," Sanders says. "Nobody got all that their
institution would have liked, but all of them got a great
deal more than any of them would have gotten if they'd
had 16 separate appeals to the General Assembly and
the public."

Table 5.9

History of Public Votes on Higher Education Bond Referenda
in North Carolina Since 1959

Date Amount of Bond Referendum

10/27/59 $18,891,000

11/7/61 $31,008,000

03/23/76 $43,267,000

11/2/93 $310,000,000

11/7/00 $3,100,000,000

General Description Outcome and  %  of Public Vote

Capital Improvements - state Passed by 58.93% to 41.07%
educational institutions & agencies; 70,476 (Y) - 49,123 (N)
one of nine issues on ballot;
seven of the nine approved

Capital Improvements -  state Defeated by 61.50% to 38.50%
educational institutions ;  one of 10 139 ,641 (Y) - 223,046 (N)
issues on ballot ;  all 10 defeated

Capital Improvements  - higher Passed by 53.38% to 46.62%
education ;  sole bond issue on ballot  382,575 (Y) - 334,148 (N)

Capital Improvements  -  for Passed  by 52.10% to 47.90%
constituent and affiliated institutions  435,670 (Y) - 400,473 (N)
of UNC;  one of four issues on ballot;
all four approved

bond issue  on the ballot

Capital Improvements - $2.5 billion Passed by 73.66% to 26.33%
for construction & renovation at 1,898,592 (Y) - 678,731 (N)
constituent and affiliated institutions
of UNC and $600 million for 59
Community Colleges; only statewide

Source:  N.C. State  Board of Elections
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Some university leaders believe the Board of Governors
is overly involved in the conduct of local campus affairs,
and they have recommended that the Board consider
delegating additional management authority to local
boards of trustees.

A Refinement of the Delegation to Local
Campuses Regarding Intercollegiate
Athletics

The University  Code  states, "Subject to such poli-
cies as may be prescribed by the Board of Governors
and the board of trustees, the chancellor shall be respon-
sible for the establishment and supervision of the
institution's program of intercollegiate athletics.""
While authority over college sports is delegated to the
local campuses, at times the Board of Governors and
system President have stepped in to impose university-
wide rules and policies.
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Intercollegiate athletics is a trouble spot historically
in the relationship between local campus boards and the
President and Board of Governors for the UNC system.
In his history of UNC-Chapel Hill, former Greensboro
newspaper editor William Snider points out that control
over college athletics has been a challenge for North
Carolina university leaders since the 1930s, when Uni-
versity President Frank Porter Graham unsuccessfully
attempted to reduce "rampant professionalism" in col-
lege sports.68 Since 1953, seven of the 16 UNC con-
stituent institutions have been among the 258 colleges
and universities sanctioned for "major infractions" of
bylaws of the National Collegiate Athletic Association.69
Elizabeth City State University, Western Carolina Uni-
versity, and Winston Salem State University each have
been sanctioned once; East Carolina University, North
Carolina Central University, and UNC-Chapel Hill have
each been sanctioned twice; and North Carolina State
University has been sanctioned five times, ranking it
fourteenth on the all-time list of institutions with major
violations of rules of the 1,024 member National Col-
legiate Athletic Association.70

In 1961, UNC President William C. Friday canceled
the popular Dixie Classic basketball tournament after
learning that players at North Carolina State University
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and UNC-Chapel Hill had received money from gam-
blers to shave points in tournament games. That move
prompted bitter reaction from campus trustees.

In 1985, the UNC Board of Governors adopted the
comprehensive recommendations of a Special Commit-
tee on Intercollegiate Athletics." The 1985 "Policy on
Intercollegiate Athletics," which forms the framework of
the policy in effect today, began by reaffirming the 1972
delegation of authority over intercollegiate athletics to
the campus chancellors. The policy stated that begin-
ning in July 1986, each chancellor must submit an an-
nual report on intercollegiate athletic programs to his or
her institution's board of trustees and to the UNC presi-
dent. These reports must cover topics that include ath-
lete profiles (SAT scores, high school grade point aver-
ages, etc.); the institution's policy on admission of
student athletes, including "exceptional" admissions;
graduation rates and student progression information; in-
formation about the majors or programs of study cho-
sen by student athletes; and information about the struc-
ture and governance of athletic "booster" clubs and
organizations.

The policy required the chancellors to study the stat-
us of former student athletes still enrolled on their cam-
puses "to the end that graduation rates of athletes with
grants-in-aid are raised to those levels that apply to the
general student bodies" and to submit their findings and
plans in this regard in the July 1986 report.72 The policy
also addressed freshman eligibility to participate in
sports and admissions of student-athletes and asked the
chancellors to study the effect of the length of sports
seasons on their institutions, the number of contests, and
recruitment practices, and "to conduct that study in con-
cert with their directors of athletics and coaches, as well
as with the NCAA and the athletic conferences." The
policy stated that the Board of Governors opposed rec-
ommendations then being debated by the NCAA Presi-
dents' Commission that would lower academic standards
for student athletes [Proposition 48], and noted that
"[t]he need for stronger academic eligibility standards
than those currently in effect ... is underscored by the
information we have presented in this report" The
policy concluded by stating; "The chancellors shall
emphasize to the coaches and athletic administrators that
their appointments and their continuation in their ap-
pointments are not conditioned upon the obligation
merely to win games or to achieve national standings for
our teams. Coaches and athletic administrators should
also be evaluated on the integrity of their programs and
on their relationships to the primary purpose of the
University."73

Despite the comprehensive policy issued in 1985 by
the Board of Governors, problems with college basket-
ball arose again in January 1989 when publication of
Peter Golenbock's book,  Personal Fouls,  led to intense
scrutiny and several investigations.74 The book alleged
that players on the 1986-1987 N.C. State basketball
team, coached by Jim Valvano, used drugs, received im-

proper gifts of stereos ,  cash ,  cars, and jewelry, and that
their grades were "fixed"  by college officials .  On Janu-
ary 17,  1989,  then-UNC President C.D. Spangler Jr. ap-
pointed a special university commission to look into the
alleged academic abuses, point-shaving, and other com-
plaints against the program.75 The four-member com-
mission  ("Poole Commission") was headed by Samuel
H. Poole, a Raleigh attorney who served on the Board
of Governors from 1983 to 1995 and was vice-chairman
of the UNC Board of Governors in 1989. The Commis-
sion, using State Bureau of Investigation  (SBI) agents,
conducted its investigation between January and August
1989.76 Following reports that he had been aware that
basketball players and coaches were abusing the aca-
demic rules in order to maintain players' eligibility, N.C.
State University Chancellor Bruce Poulton resigned on
August 21, 1989.

The Poole Commission report found that at one
point in 1989, 10 of 12 Wolfpack basketball players were
not in good academic standing .  And, according to in-
terviews conducted by the SBI, illegal drug use among
the players was widespread ,  and several people said they
heard talk about deliberately losing games to avoid drug
tests.77 On August 25, President Spangler reported to
the UNC Board of Governors on the state of intercolle-
giate athletics at the constituent institutions .  The report
included comprehensive policy recommendations devel-
oped by the Poole Commission, following findings that
"the university admitted dozens of poor students to pump
up the basketball program."78 Then in early September
1989, following its own eight -month investigation, the
National Collegiate Athletic Association  (NCAA) an-
nounced it had uncovered violations of eight Atlantic
Coast Conference athletic league rules at N.C. State
University .79 Later that year, the NCAA put  N.C. State's
men's basketball program on probation for two years for
irregularities involving the sale of players '  shoes and the
use of complimentary tickets.80 Coach Jim Valvano was
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forced out in 1990 after additional disclosures of the sys-
tematic academic problems of players and the start of a
point-shaving investigation.

As mentioned above, the intercollegiate athletics
policies adopted by the Board in 1985 were designed to
provide solutions to problems involving university ath-
letics and academics. The 1989 Poole Commission's
recommendations were formulated to strengthen the
1985 policies and to address what commission chairman
Samuel Poole called "the hodgepodge of rules that cam-
puses were following" with regard to student athletes
and to help restore the integrity of a public university.
After consulting with campus board chairs and the heads
of UNC's athletic programs, the Board of Governors
adopted the Poole Commission's recommendations on
August 25, 1989, and, like the 1985 policy on athletics,
they remain largely in effect today.81

In the rewritten policy, the Board first re-affirmed
the July 1972 delegation of responsibility for intercol-
legiate athletics to the chancellors.82 The annual athletic
survey report established in 1985 was redesigned to
ensure that "it contains those data that will permit an
informed and detailed assessment of the consistency of
athletic activities with the academic standards of the
institution." The policy requires, "The `Minimum Ad-
missions Requirements' adopted by the Board of Gov-
ernors shall apply to all students and there shall be no

waiver for athletes" and that no student athlete shall be
admitted to "constituent institutions unless ... the ath-
lete is deemed to have the potential to complete the re-
quirements for a baccalaureate degree." A mandatory
drug-testing program was developed for student athletes
by the chancellors and put into effect for the fall 1990
term. All foundations and groups established primarily
to raise money on behalf of constituent institutions are
audited annually, and the audit reports are public records.

Poole says the work of the UNC Board of Gover-
nors' special commission met with some initial resis-
tance from campus leaders. "I can remember an inci-
dent when we had the chair of a faculty committee, and
we were telling them about a preponderance of athletes
taking a particular course," says Poole. "This particu-
lar chair didn't believe us. But they found out we were
right."

In October 1989, the Board addressed another prob-
lem area when it began an inquiry about contracts in-
volving athletic coaches at some constituent institutions.
The major focus of concern was agreements involving
head coaches in revenue-producing sports on Division
I-A campuses, including men's basketball and football
at East Carolina University, North Carolina State Uni-
versity, and UNC-Chapel Hill. The Board members who
examined the coaching contracts in question found that
"there have been contractual provisions in the area of
buy-out clauses and the payment of damages, which
have been particularly and painfully embarrassing to the
institutions and to the University in the past."83 They
also reported that they found major differences in prac-
tices among the campuses "in the procedures followed
in developing and approving contracts with head athletic
coaches, and particularly in the extent of the involvement
of boards of trustees."

These findings led the Board to adopt a resolution
in May 1990 which explicitly defined and required
trustee participation in these contracts by stating that no
employment contract with a head coach or athletic di-
rector would be valid "unless and until all terms and con-
ditions of the contracts have been approved by the board
of trustees."S4 In February 1991, the Board issued four
standards that all institutions are expected to follow in
executing such contracts.85 The standards set minimum
requirements for buy-out clauses, length of contracts,
academic values, and outside compensation. The Board
required each institution's policy on student athlete re-
cruitment and retention to address "the necessity that
athletes progress toward a degree in a defined academic
program," and stated that the "coach should have a clear
obligation to contribute to the academic progress of team
members under his or her supervision." The new policy
reaffirmed the Board's decision to continue delegating
responsibility for athletics to the individual campuses
because of "the commitment of those chancellors who
are most directly involved and their unequivocal accep-
tance of the obligations to carry out their institutional
and the board's policies and standards."
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These ongoing efforts by the Board of Governors

to address the pervasive conflicts between academics and
athletics on the individual campuses were similar to
those occurring in other states and at the national level.
Former UNC President William Friday served as one of
the two co-chairs of the national  Knight Foundation
Commission on Intercollegiate  Athletics, which pro-
posed ways to prevent scandals and boost the academic
performance of student athletes  in its  initial report is-
sued in 1991.

The Commission's 1991 report proposed a new
model for intercollegiate athletics, entitled "one-plus-
three." Under this model, the responsibility for control
and oversight of college sports would be placed in the
hands of presidents of individual universities [called
chancellors in the UNC system], not governing boards
or board members.86 Presidents (the "one" in the "one-
plus-three") would then focus on the "three" major ways
to clean up college sports - academic integrity, finan-
cial integrity, and independent certification of athletics
programs. "The Commission's bedrock conviction is
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that university presidents are the key to successful re-
form," the 1991 report stated. "They must be in charge
- and be understood to be in charge - on campuses,
in conferences and in the decision-making councils of
the NCAA."87 The University of North Carolina policy
mirrors this Knight Commission recommendation in that
campus chancellors are in charge of intercollegiate ath-
letics, and the Board of Governors has reaffirmed that
policy at least five times since 1972 - in 1985, 1989,
1990, 1991, and 2003.

The 1991 Knight Commission report also recom-
mended that student athletes not be admitted unless they
are likely, in the judgment of academic officials, to
graduate, and that graduation rates of student-athletes in
each sport "will be similar to the graduation rates of
other students who have spent comparable time as full-
time students."" As part of the financial integrity re-
forms, the report recommended that all funds raised and
spent for athletics go through the university's central
financial controls and be subject to the same oversight
as funds in other departments, that athletics foundations
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Former URIC President  William Friday  co-chaired the Knight
Foundation Commission on Intercollegiate Athletics.

and booster clubs not be permitted to provide support
for athletics programs outside the administration's direct
control, and that "contracts for athletics-related outside
income of coaches and administrators, including shoe
and equipment contracts, will be negotiated through the
university." The report also recommended that each
NCAA institution awarding athletic financial aid be re-
quired to participate in a comprehensive certification
program, which would verify that "the athletics depart-
ment follows institutional goals, that its fiscal controls
are sound, and that athletes in each sport resemble the
rest of the student body in admissions, academic
progress and graduation rates.""

The Commission issued follow-up reports in 199290
and 1993,91 and stated in the latter report that they were
"confident that we have accomplished what we set out
to do. Responding to our initiatives, the leaders of the
nation's colleges and universities and the members of the
NCAA have put reforms in place over the past three
years that, in effect, establish the `one-plus-three'
model .1112The UNC Board of Governors has not incor-
porated these Knight Commission recommendations into
The Code.

Nonetheless, despite the Commission's initial opti-
mism and the considerable progress made by the
NCAA and some individual schools, the landmark re-
forms recommended in 1991 did not prove effective
overall. As a result, in June 2000, the original mem-
bers of the Knight Foundation Commission on Inter-
collegiate Athletics agreed to reconvene to reassess the
status of the group's 1991 recommendations and to
consider major issues that had surfaced in the interven-
ing 10 years.93

Among the issues aired before the 2000-2001
Knight Commission were those related to what was
called an athletics "arms race" in the Atlantic Coast
Conference, including the UNC system. Chancellors
at the two largest UNC campuses had recently dis-
missed their head football coaches. Former N.C. State

University Chancellor Marye Anne Fox fired coach
Mike O'Cain in November 1999, and in November
2000, newly-installed UNC-Chapel Hill Chancellor
James Moeser fired coach Carl Torbush. The Torbush
firing disappointed and angered the school's football
team and many members of the faculty. UNC-CH
English professor Trudier Harris resigned in protest
from the institution's Faculty Committee on Athletics,
stating that "I consider the firing of Football Coach
Carl Torbush to be incompatible with the expressed
goals of our athletic program - at least our publicly
expressed goals."94 She added that such a decision is a
"public indication" that the university is "just as driven
by money and powerful fans" as schools that UNC
condemns. The same sentiments were expressed by an
editorial in the Raleigh  News & Observer,  which com-
mented, "The firing of UNC-Chapel Hill football
coach Carl Torbush is a sad commentary on the priori-
ties of the athletics program. The coach appears to be
another victim of big-money sports boosterism."95 Tar
Heel fans' lack of enthusiasm for Carl Torbush's teams
had become an economic problem, said UNC-CH offi-
cials to justify the firing. During the coach's three
years, the Tar Heels won 17 games and lost 18, and
empty seats in Kenan Stadium, which had a $50 mil-
lion upgrade and expansion completed in 1997, hurt
the athletics department's bottom line. According to
Chancellor Moeser, Carolina needed a football pro-
gram that could bring back the fans at a time when the
university was embarking on a $1.8 billion fund-raising
campaign (see page 167).96

Released on June 26, 2001, the Knight Commis-
sion's new report found that problems in college sports
had worsened despite some NCAA rule changes, stat-
ing, "The Commission now finds that the NCAA has
made considerable progress toward achieving the goals
the Commission laid out in its earlier reports. Many re-
form efforts have been undertaken with sincerity and
energy. It is clear, however, that good intentions and
the reform measures of recent years have not been

enough. We find that the problems of big-time college
sports have grown rather than diminished."97 The
Commission found that the most glaring problems it
identified - "academic transgressions, a financial arms
race, and commercialization - are all evidence of the
widening chasm between higher education's ideals and
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big-time college sports."98 According to Commission
member Douglas Dibbert, President of the UNC-CH

General Alumni Association, "What became clear ...
was that the arms race has escalated because no pro-
gram believes that it can unilaterally disarm. Coaches'
salaries and benefits have ballooned out of proportion
to those for most faculty and staff; resources desper-
ately needed for research and teaching space are diffi-
cult to find while luxury boxes, pro-style weight rooms,
indoor practice facilities and expanded stadiums and
arenas are enthusiastically funded - all in the name of
staying competitive."99

Among the 2001 Commission recommendations
are: (1) barring teams that do not graduate at least 50
percent of their players from conference championships
or post-season play (by 2007); (2) prohibiting athletes
from wearing uniforms with corporate logos; (3) treat-
ing athletes more like other students; (4) setting coaches'
salaries in the context of other salaries in higher educa-
tion, (5) universities alone would decide when games
would be played and broadcast on television; and (6) en-
couraging the NBA and NFL to develop minor leagues
to give young athletes a route to professional sports other

Onrthe  job of a  college president:
". to provide  sex for the  students,

.,athletics  for the  alumni ,  and parking
1,

forthex faculty."

CLARK KERR,  CHANGE  MANAGAZINE,
-,L

MARCH/APRIL 1987

than playing on college or university teams.  None of
these recommendations has been incorporated into the

UNC Board of Governors' athletics policy.  The panel
stated its belief that "only a multilateral effort among
college presidents can reduce out-of-control spending on
college sports and academic transgressions" and that "if
intercollegiate athletics cannot live honorably within the
American college and university system, then institutions
should get out of';the business of big-time sports"10°

During  a debate over whether UNC  staff and faculty should be given equal consideration
for Dean Dome  seats, UNC  staff member Bruce Egan was inspired to pen these lines:

A profess or bemoaned his seats at the Dome, "an embarrassing problem," said he.

"7•';m a faculty member,  king  of the  Hill , yet my seats  are way up in ZZ.

My c'olleagues are laughing , they  think it 's quite  funny,  that things have worked out this way.

Far, way down in front,  behind Dean  himself,  sits  my secretary, in  Row A.

aJ v
Now pit's true  that she has been here  for•31,years, missed five days  work all that time.

But c'mon , let's get real,  what does  UNC value,  her capabilities or mine?

She works  hard, but I teach !!  It's as simple as that .  The importance  of each well defined.

And questionable concepts  of equality  and such were not in the contract I signed.

Anyway it '  important for students to know how the real world is run ,  and by whom.

And sharing the spoils is. a threat to our system of rewarding a chosen few.

We, must take a, stand . She already  gets parking.  Good God,  where will it end?
That staff' s demands  get worse  and worse .. My perks I must defend!,

Just then  he awoke, it had all been a dream . "What a relief,  what a nightmare !"  said he.

But it did make him think , " I'm not getting enough . Maybe Nike' s got something  for me. .

-BRUCE EGAN, REPRINTED BY PERMISSION

' I.
I

ERFORM UNIV. OF CALIFORNIA PRESIDENT
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Furthermore,  as an  expansion to its original 1991
recommendation for campus presidents to have primary
control over athletics both at the campus level and over
NCAA decision-making, the Commission endorsed a
collective effort to reform college sports, stating, "The
plain truth is that one clear and convincing  message
needs to be sent to every member of the academic com-
munity: What is needed today is not more rules from
above, but instead a concerted grassroots effort by the
broader academic community - in concert with trus-
tees, administrators and faculty - to restore the balance
of athletics and academics on campus. But a grassroots
effort cannot be expected to flourish campus by cam-
pus. As long as there  is an  athletics arms race,  unilat-
eral disarmament on the part of one institution would
most assuredly be punished swiftly by loss of position
and increased vulnerability. Change will come, sanity
will be restored, only when the higher education com-
munity comes together to meet collectively the chal-
lenges its members face.""' In addition to such a col-
lective effort, the Commission also encouraged boards
of trustees and presidents to work together, stating,
"Presidents and trustees must work in harness - not
wage the battles so commonplace today over control of
the athletic enterprise. Presidents cannot act  on an is-
sue as  emotional and highly visible as athletics without
the unwavering public support of their boards."

The group added, "Given the enormous scope of
this reform effort, the Commission recognizes that
change will have to come  in a series  of steps over
time."102  It recommended establishing a Coalition of
Presidents within the American Council on Education to
pursue an agenda of academic reform, de-escalation of
the athletics arms race, and de-escalation of commercial-
ization. The coalition envisioned by the Commission
would operate independently of the NCAA. The Com-
mission concluded, "Clearly, more NCAA rules are not
the means to restoring the balance between athletics and
academics on our nation's campuses.""'

North Carolina higher education policymakers in-
terviewed for this report did not favor any change in the

In the !world of  competitive  games, it

seems to `be the way of the spectator

to; build, sp heroes beyond their

actual powers. Pitting equal

advezsaries  against  each other

arouses; interest of a sort,  but is not

the hopeireally for a nonpareil?

- YASUNARI KAWABATA

THE MASTER OF Go

Sports item in  The St. PauR Pioneer

ilEDiress: 1;

1"41abani,a ousted athletics director

iBo8 Bockrath, who resigned

1uesday.i President Andrew

Sor,ensenpraised Bockrath's ability

to wdrk ,ivithin  NCAA  rules and

improve, facilities , then  added, `A

change was needed."'
You can't let those things go on.

I
I - "MARGINALIA"

THE ,'CHRONICLE OF HIGHER EDUCATION

NOVEMBER 5, 1999

delegation of control over intercollegiate athletics. In
fact, the Board of Governors' actions with respect to
college sports were frequently cited as an example of
how UNC's two-tier system works to allow the central
governing board to step in when particular campus is-
sues call for system-wide action, such as the problems
that N.C. State University had in the late 1980s (see pp.
181-182). Former UNC Board Chairman William Dees,
who served on the Board committee which examined
contractual commitments to some athletic coaches in
1989, says, "The Board of Governors selects the chan-
cellor ... and the Board of Governors can discharge the
chancellor. That's just very important that that power
be in the Board of Governors. [Then] there's the issue
of our dear friend State College and all the trouble
they've had with basketball," Dees explains. "That's
an illustration that's real sad. I thought they [the Board
of Governors] were awkward about the way it was
handled, but nobody knew what to do"

Former UNC President and Knight Commission Co-
Chairman William Friday insists that problems with col-
lege sports are not the result of university governance
problems but of the growth of athletics as a multi-million
dollar business. "All of this is outside of the institution,"
he says. "But it's also where a strong board of trustees
has to stand up" and assert control over the influence
of corporate money and other pressures brought to bear
on college sports.

In a March 2002 WUNC-FM public radio special
examining problems in college athletics in North
Carolina, Friday listed a number of problems in North
Carolina schools.104 He said UNC-Chapel Hill's $28.34
million contract with Nike is among the largest in the
country and even requires placement of the Nike logo
on the university's Website, much less placement of the
Nike swoosh on players' uniforms. Coaches' contracts
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now exceed $1.5 million, he said, and the largest capi-
tal expenditures for universities in recent years have been
for stadiums and coliseums, not classroom buildings.
And, he noted that the Atlantic Coast Conference's 2001
contract with the Fox Sports Network has resulted in
basketball games being televised on Sunday nights, a
conflict with the Sunday night services of 1,600
churches in North Carolina. A guest on the program,
James Shulman, co-author of a book on educational
values and college sports titled,  The Game of Life,  play-
fully added, "Well, it's been said that basketball is reli-
gion in North Carolina.""' A radio listener who called
into the show and identified himself as "Andy from
Raleigh" acknowledged what he called "the prisoner's
dilemma" 116- the difficulty for a university that goes
first in implementing athletic reforms which might put
the school at a competitive disadvantage.

Another radio listener called in and asked whether
there is any difference in the commercialization of uni-
versity sports and the commercialization of university
research, where pharmaceutical firms, tobacco compa-
nies, and forestry firms all sponsor university research.
Shulman replied that at least the research is more cen-
tral to the university's mission.

The pressures on public universities to compete are
not confined to games on the gridiron and the hard-
wood. According to The Collegiate Licensing Com-
pany, UNC-Chapel Hill led the nation for three years
in sales of sports memorabilia such as hats and T-shirts
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with team logos, bringing $3.6 million annually in roy-
alties to the campus. Despite this news, UNC-Chapel
Hill officials are worried that losses by their teams
could make the royalty pot shrink. "There are some
dark clouds on the horizon," says UNC-Chapel Hill
trustee Nelson Schwab. "A combination of a poor
economy and some less-than-stellar performances on
the field gives us pause."107

One problem with the Knight Foundation Com-
mission's logic and the UNC Board of Governors'
delegation of authority is that it assumes that campus
presidents or chancellors will always want to be the ones
protecting the university from big-time sports. As the
case of N.C. State University Chancellor Bruce Poulton
shows, chancellors can be part of the problem, not the
solution, in wanting their sports teams to succeed at all
costs.

James J. Duderstadt, President  Emeritus  of the Uni-
versity of Michigan and a staunch defender of campus
CEO accountability for intercollegiate athletics, writes,
"In many cases it is the presidents themselves who have
driven intercollegiate athletics with their desire for more
revenue from events such as the NCAA basketball tour-
nament or postseason play in football. Like the others
associated with intercollegiate athletics, the presidents
all too frequently give priority to competitive issues or
revenue generation rather than to the welfare of student-
athletes or the alignment of sports with the educational
mission of the university." 101

0
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More recently, N.C. State University's former
Chancellor Marye Anne Fox and UNC-Chapel Hill
Chancellor James Moeser both have indicated their be-
liefs that making a university "excellent" is integrally
tied to having championship-calibre sports teams.109
Fox and Moeser came to the ACC from football power-
houses at the University of Texas and the University of
Nebraska, respectively. Upon taking over at N.C.
State, Fox asked for "a national athletics champion-
ship."' 10 And, part of Nike's $28 million contract with
UNC-Chapel Hill includes $800,000 over eight years
to an academic enhancement fund controlled by Chan-
cellor Moeser, who says he plans to spend that money
on undergraduate education.

According to the Office of the President, the six-year
graduation rate for athletes in Division I campuses in the
UNC system is 56 percent, which is higher than the
NCAA average of 54 percent. However, graduation rates
for scholarship football players at N.C. State University
and UNC-Chapel Hill are declining, according to statis-
tics reported by the NCAA. N.C. State's 45 and 47 per-
cent graduation rates for 2002 and 2003, respectively,

would make it ineligible for post-season play under the
proposed 2001 Knight Commission reforms. For ex-
ample, N.C. State would not have been allowed to par-
ticipate in the 2003 and 2004 NCAA basketball tourna-
ments, the 2003 Gator Bowl, or the 2004 Tangerine
Bowl."' NCSU netted a minimum of $1 million for its

C
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appearance in the Gator Bowl, a figure does not include
its additional percentage of shared bowl revenue from
other ACC schools."' (See Table 5.10: Six-Year Gradu-
ation Rates of Football Players on UNC Campuses in
NCAA Division I That Provide Athletic Scholarships.)

Although the new Knight Commission report has re-
ceived kudos for having accurately described the current
problems surrounding intercollegiate athletics, it is too
early to know whether the solutions proposed by the
Commission will be implemented nationwide or on
UNC campuses. A "Colloquy" in  The Chronicle of
Higher Education  pointed out that some educators have
questioned whether the Knight Commission plan is re-
alistic."' Among the questions now being asked are
"whether college presidents have the power or courage
to make such changes and whether institutions will tol-
erate changes that may affect the competitiveness or fi-
nancial strength of big-time teams.."14

Faculty at both UNC-Chapel Hill and N.C. State
have stated support for the Knight Foundation
Commission's reforms. The UNC-Chapel Hill Faculty
Council approved a resolution urging the chancellors and
presidents of the Atlantic Coast Conference (ACC)
schools to come up with a strategy to implement the re-
forms outlined in the Commission's 2001 report.1'
However, there seems to be some skepticism and even
resistance from others on the Chapel Hill campus. For
example, UNC-CH Chancellor James Moeser has said
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Table 5.10

Six-Year Graduation Rates of Football Players (Who Entered College in 1990-91 through
1997-98)  on UNC Campuses in NCAA Division I That Provide Athletic Scholarships

2000 Cohort 2001 Cohort 2002 Cohort 2003 Cohort 2004 Cohort
(Entered 1990- 94) (Entered 1991-95) (Entered 1992- 96) (Entered  1993-97 ) (Entered 1994-98)

Football
Players

All
Students

Football All Football All Football All
Players Students  Players Students Players Students

Football All
Players Students

Appalachian
State University 53% 62% 56% 59% 58% 63% 57% 60% 54% 63%

East Carolina
University 48% 50% 49% 51% 49% 52% 59% 54% 61% 54%

N.C. A & T
State University 32% 42% 34% 44% 32% 44% 28% 40% 35% 44%

N.C. State
University 54% 65% 50% 60% 45% 62% 47% 64% 42% 63%

UNC-
Chapel Hill 58% 80% 59% 79% 56% 79% 53% 80% 53% 83%

Western Carolina
University 50% 47% 46% 45% 46% 47% 48% 46% 53% 49%

Note:  Table does not include the four NCAA Division 11 teams at Elizabeth City State, Fayetteville State, N.C.
Central, and Winston-Salem State universities.

Source:  Published by the NCAA in 2000, 2001, 2002, 2003, and 2004. Online database provided at
http://www.chronicle.com,  the website of the  Chronicle of Higher Education,  updated as of May 25, 2005.
Figures for "All Students" represent 6-year graduation rates of the final academic year of the cohort.

that he doesn't think it is realistic for ACC schools to
stop the "arms race" in coaches' salaries and commer-
cial contracts because those matters are a function of the
market. "Certainly, we can't unilaterally disarm nor can
the conference unilaterally disarm," says Moeser. UNC-
Chapel Hill athletic director Dick Baddour also ex-
pressed reservations. "Do I think it's realistic that the
ACC, or even this  institution , would support every one
of the recommendations? I don't think that's the case,"
says Baddour. He adds, "But there are many, if not
most, we can support,"16 without specifying which rec-
ommendations UNC-CH could support.

Two major events in 2003 raised questions about
whether the Board of Governors has delegated too much
authority for intercollegiate athletics to the campuses -
a record compensation package for a UNC-CH coach
involving an exemption to the 1991 Board standards on
coaching contracts, and the lack of Board involvement
in the decision to expand the number of schools in the
Atlantic Coast Conference (ACC). In order to lure

Kansas University's basketball coach Roy Williams,
UNC-Chapel Hill offered him the most lucrative com-
pensation package in the school's history. The package,
worth $1.6 million per year for five years, was granted
a special exemption from the Board's 1991 standards on
coaching contracts, even though it violated the Board's
guidelines to campuses published in the University's
policy manual.

The Board of Governors put guidelines on coach-
ing contracts in place in 1991 (see p. 182) to limit the
financial responsibility of campuses and avoid excessive
buyouts. The provisions were, in part, a response to the
contract buyouts of former UNC-CH football coach Dick
Crum and former NCSU basketball coach Jim Valvano,
which together totaled more than $1.4 million. In Sep-
tember 2003, the Board of Governors granted an exemp-
tion to the 1991 provisions to UNC-CH for the Roy
Williams contract. Specifically, the Williams contract
needed the exemption because it contains provisions that
would require UNC-CH to reimburse Williams for loss
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of outside compensation, such as the contract for his
television show, if he is fired as coach by the campus.
This practice was expressly forbidden by the 1991 guide-
line in the UNC policy manual. "What we approved was
a deviation from the guideline," says Brent Barringer,
member of the Board of Governors sitting on the com-
mittee that approved the contract. "We did not change
the guideline. We agreed it was time to revisit the guide-
line and see if [it] still had validity, or if it should be
changed after 13 years ... we didn't intend to open up
a big exception or loophole." NCSU athletics director
Lee Fowler got a different signal from the exemption,
saying, "Judging from what I'm being told [on the
Williams contract], it could open the door for others."I"

One member of the Board of Governors, speaking
on condition of anonymity, says the Board was put in
the position of having to approve the contract by inter-
preting its own actions as a deviation from a "guideline"

rather than a "policy" in order to meet dual goals of
avoiding creation of a loophole and averting litigation
with UNC-CH. Interpreting the Williams contract as a
deviation from a guideline allowed the Board of Gover-
nors to avoid a public showdown with UNC-Chapel Hill.
The Board member says, "If we had said `no,' and
[UNC-CH] had [executed the contract], we would have
had to sue them to make them [comply]."

The UNC-CH faculty questioned the amount of
money involved in the compensation package for
Williams. "I think it is extraordinarily problematic when
non-academic parts of the university - in this instance
the men's basketball program - can and do provide
competitive salary levels, while core aspects of our aca-
demic program are unable to do so," said Faculty Coun-
cil Chairwoman and former law school dean Judith
Wegner. UNC-CH Chancellor James Moeser e-mailed
campus leaders, saying, "I'm sensitive to the reaction of
our campus community. Times are difficult, and we
certainly haven't been able to appropriately compensate
our faculty and staff in recent years ... [But,] we wanted
the best person to lead our program, and coach Williams
is that person :'"8

The second controversy raising questions about del-
egation of athletics to campuses involves the decision
to expand the number of schools in the Atlantic Coast
Conference (which includes two public universities in
North Carolina, N.C. State and UNC-Chapel Hill) -
first to expand from nine to 11 teams, then three months
later to expand to 12 teams. The conference expansion
is designed to maximize revenue for ACC schools by in-
creasing access to television markets and possibly pro-
viding a future entree into the lucrative Bowl Champi-
onship Series (BCS). For the ACC expansion to have a

Former N.C. State University Chancellor Marye Anne Fox and Board of
Governors Chairman Brad Wilson at a meeting in Chapel Hill.

I
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Albert  BBushnell Hart ,  writing about college sports in the October ,  1890 , issue of

The Atlantic Monthly:  "Another phase  of th e disposition to make sport the end

rather than the means is the pressure brought to bear on athletic men, who have
gradudted  from college,  to return and go upon teams:  A further  advance  of the same,

spirit ,  is seen in those students who accept  from proprietors of summer hotels offers

of board,  and sometimes of incidental expenses ,.  as an inducement  to play  during the

season and who thus come within the  strict definition of professionals. Another step.

,is to receive money for occasional  games... . The purpose for which college  athletics

"c a s,  the. moment a man begins to consider his skill a pecuniary resource.exist e se

"- THE OCTOBER  ALMANAC

THE ATLANTIC MONTHLY

OCTOBER 1990

revenue neutral impact on the athletics budgets of its
current schools, the conference will need to net at least
$30 million from the addition of a conference football
championship game and renegotiated television rights
packages. 119

Former Knight Commission Co-Chairman and UNC
President  Emeritus  William C. Friday denounced the de-
cision to expand the conference, saying, "This decision
means  [the ACC] has become a follower of money."
Specifically  citing  the influence of commercial televi-
sion over college sports, Friday says, "What it adds up
to is  moving more and more toward becoming America's
entertainment industry."120 Paul Haagen, a law profes-
sor who directs Duke University's Center for Sports Law
and Policy expressed concern about the expansion de-
cision, saying, "It's a business opportunity. It doesn't
have a lot to do with educational opportunities for these
kids. It's a money-driven decision that could have a lot
of negative consequences. 72' NCSU women's basket-
ball coach Kay Yow voiced her concern in a September
2003 panel discussion at Elon University, saying, "That
mind-set - that college athletics is a business - con-
cerns me. We have to say the right things [about re-

form]. Then we have to walk the talk." Len Elmore, a
lawyer and former University of Maryland basketball
All-American who is now a basketball commentator for
the ESPN television network, took the opportunity at the
same panel discussion to criticize not only the role of
money but also the secrecy of the ACC expansion pro-
cess.122 The discussions about expansion between presi-
dents and chancellors of the ACC schools occurred in
secret for more than a year. UNC-Chapel Hill Chan-
cellor James Moeser and Athletics Director Dick
Baddour opposed the ACC expansion, while former
NCSU Chancellor Marye Anne Fox supported the move.

UNC President Molly Broad did not participate in
the public debate on ACC expansion even though she
oversees two ACC schools, N.C. State University and
UNC-Chapel Hill, because of the delegation of author-
ity over intercollegiate athletics to the campuses of the
university system. Broad says the controversy surround-
ing ACC expansion is just another example of colleges
participating in an athletic arms race. "Each new ma-
jor decision reveals a new low," she says. "It's quite un-
derstandable that people see intercollegiate athletics as
out of control." 123
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it o Authority Over Admissions

Admissions are another area of campus life del-
egated by the Board of Governors to campus trustees.
The university  Code  states : "Subject to such enrollment
levels and minimum general criteria for admission as
may be established for a constituent institution by the
Board of Governors ,  each constituent institution of the
University of North Carolina shall establish admissions
policies and resolve individual admission questions for
all schools and divisions within the institution. No ap-
peal concerning an individual admission case shall lie
beyond the institutional board of trustees ."124 The two
areas of admissions  policy  that have received the most
attention over the years are (1) academic standards for
admission ,  along with the related issue of on-campus
remedial education programs for entering freshmen and
transfer students ,  and (2) efforts to increase the numbers
of racial and ethnic minority students at all 16 campuses.

a. Admissions Standards
Periodically, the Board of Governors has taken steps

to boost admissions standards. For example, in 1987,
the Board of Governors established minimum under-
graduate admissions requirements for all UNC schools
in response to criticisms from the legislature about the
expense of remedial instruction being offered by many
campuses.125 The Board of Governors amended its del-
egation of authority to the local campus boards of trust-
ees to require that in addition to a high school diploma
or its equivalent, students admitted to UNC institutions
also must have completed specific courses in English,
math, history, and science. 121In April 2000, the Board
of Governors voted to raise admissions standards again
on its campuses. At least two years of a second language
will be required, effective in the fall of 2004, and four
years of high school math will be mandated beginning
in the fall of 2006. The rationale given for the new stan-
dards is to "ensure that freshmen have a strong chance
of completing a baccalaureate degree"127 The Board
took this action after a study of 1997-98 N.C. public
high school seniors who enrolled in UNC institutions in
the fall of 1998 showed significant differences in reten-
tion rates and performance between students who met
only the current minimum admissions standards versus
those who had taken additional courses equivalent to the
new, phased-in standards. 128

Consistent with the delegation of admissions
standard-setting to the individual UNC campuses, local
campuses are allowed to have their own remedial
education policies. Thus, the need for remedial educa-
tion is defined, determined, and delivered differently at
each UNC constituent institution. Remediation is most
often provided to incoming freshmen and transfer stu-
dents in their first year of attendance at a UNC institu-

tion, and remedial instruction is required more often in
mathematics than in English. Since the 1986-87 peak
in the number of UNC students enrolled in remedial pro-
grams (9,723 students out of 145,809 total undergradu-
ates), the numbers and percentages of such students have
declined steadily. In 1990-91, the first academic year
in which the minimum admissions standards adopted in
1987 took effect, the percentage of all undergraduate
students in remedial programs was 4.9 percent (7,617
students out of 156,129 undergraduates), representing a
1.9 percentage point decrease in four years. By 1999-
2000, the number of UNC students in remedial educa-
tion was 6,402 out of a total of 167,189 undergraduates,
or 3.8 percent. UNC's expenditures for remedial
coursework and support totaled $3,249,331 in 1986-87,
$2,030,311 in 1999-2000, and $1,929,178 in fiscal year
2002-03.'29

The 1997-98 study of N.C. high school students who
later attended UNC institutions, reaffirmed the correla-
tion between admissions coursework requirements and
the need for remedial education. 110 The proportion of
freshmen who met only the minimum standards for ad-
mission to the UNC system and who required remedial
work in mathematics or English was 42.7 percent in the
fall of 1998. By contrast, only 17 percent of the enter-
ing students who already satisfied the new coursework
minimum requirements required remediation.

Remedial courses often are provided under contract
with a local community college, such as the arrangement
between East Carolina University and Pitt Community
College, or by faculty at the university system campuses,
as occurs at Fayetteville State University and North
Carolina Central University."' A report prepared for the
General Assembly in December 1992 said that commu-
nity colleges are better equipped than the universities to
do remediation and can do it at a lower cost.132

Legislation to prohibit constituent institutions from
providing remedial programs to any UNC student was
introduced in the 2001 General Assembly. Under House

"Hey, there's Sara,  padding her  college-entrance rdsumd!"
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Table 5.11

Fall 2005 Student Enrollment at the 16 University of North Carolina System Campuses

Undergraduate

Students

Graduate and
First Professional

Students
Total

Students

1. N.C. State University 22,767 7,381 30,148

2. UNC-Chapel Hill 16,764 10,512 27,276

3. East Carolina University 17,728 5,436 23,164

4. UNC-Charlotte 16,555 4,217 20,772

5. UNC-Greensboro 12,388 3,759 16,147

6. Appalachian State University 12,986 1,667 14,653

7. UNC-Wilmington 10,723 1,116 11,839

8. N.C. A&T State University 9,735 1,368 11,103

9. Western Carolina University 6,980 1,685 8,665

10. N.C. Central University 6,353 1,866 8,219

11. Fayetteville State University 5,029 1,043 6,072

12. UNC-Pembroke 4,963 669 5,632

13. Winston-Salem State University 5,264 302 5,566

14. UNC-Asheville 3,462 37 3,499

15. Elizabeth City State University 2,604 60 2,664

16. N.C. School of the Arts 728 101 829

UNC Total 155,029 41,219 196,248

Note:  Figures reflect unduplicated headcount enrollment.

Source:  UNC General Administration, January 2006.

Bill 1211, co-sponsored by Representatives Fern Shubert
(R-Union) and Marge Carpenter (R-Haywood), the
Board of Governors would have been required to work
with the State Board of Education (which governs the
public schools) to develop and implement a plan to "en-
sure that each high school student who plans to seek a
college degree upon high school graduation is ad-
equately prepared  in his  or her course of academic study
so that no remediation should be needed by a student
who enrolls at a constituent institution.""' The Board
of Governors also would have been required to direct
each campus to provide referrals to enrolled students or
applicants for admission "to an appropriate remedial
program of studies offered elsewhere." The bill was not
enacted by the 2001-02 General Assembly.

In addition to meeting the minimum course work
standards set by the Board of Governors, applicants to
UNC system campuses are evaluated based on specific
criteria set by each institution. Local admissions offi-
cials maintain that each campus in the system needs to
be able to set its own evaluation measures and retain in-
dividualized admissions policies.

Accordingly, university officials were concerned
about another effort in the 2001 General Assembly to
change some of the criteria used in making decisions
about admissions. Representative Gene Arnold (R-Nash)
introduced legislation (House Bill 1246) that was widely
viewed as an "anti-SAT" (Scholastic Aptitude Test) bill. 114
As originally written, HB 1246 would have required the
UNC Board of Governors, in conjunction with the State
Board of Education and State Board of Community Col-
leges, to study the measures used by the constituent in-
stitutions to make admissions and placement decisions
regarding incoming freshmen. As part of the study, the
proposed legislation mandated that "particular emphasis
shall be focused on eliminating or reducing the empha-
sis placed on the Scholastic Aptitude Test (SAT) and ACT
[formerly the American College Testing Program]
Assessment for North Carolina students as a mandatory
university admissions measure and instead incorporating
the State's end-of-course testing into admissions, place-
ment, and advanced placement decisions. "35

After being told by the bill's sponsor that UNC
"has endorsed this study," members of the House of
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My parents  never talk tome about  S-E-X-all they  talk about  is S -A-Ts.'

Representatives unanimously approved the measure.
The measure also received Senate approval, but only
after it was reworded to eliminate the directive that new
admissions standards be developed that would have
weakened the role of the SAT or eliminated the test
altogether. Senators were swayed by the University's
argument that a study of admissions standards would
have little value if its outcome was dictated by the leg-
islature. University admissions officials also argued that
the SAT is important in that it provides the only com-
mon assessment measure available on the national level,
and it can help admissions personnel reduce local vari-
ances in grading."'

The version of House Bill 1246 that became law
permits the study participants to examine the roles of
grade point average, class rank, and the SAT and ACT
Assessment in making admissions decisions and to "con-
sider shifting the emphasis currently placed on the SAT
and ACT Assessment as an admissions measure to the
State's end-of-course tests or other available tests as an
admissions measure"137 Moreover, the final bill required
that "[r]ecommendations should be made to improve the
consistency and fairness of each measure independently
and as used together for admissions decisions." Jerry
Lucido, director of undergraduate admissions at UNC-
CH, stated that although he was pleased that the bill had
been revised, he was "gravely concerned" that there was
any bill at all. He warned against the "politicization of
admissions policies" and added, "We don't want a
cookie-cutter approach to admissions." 138

Meanwhile, the SAT itself has undergone a major
revision, at least in part due to a proposal by the Uni-
versity of California that would have eliminated the test
as an admissions requirement. According to The Col-
lege Board of New York City, the organization which
administers the SAT, the revised test is more closely
aligned with current high school curricula than older
versions of the test. The "new SAT I" adds a writing
test, including multiple-choice questions and a student-

written essay; replaces analogies with critical reading of
passages from a variety of texts that range from science
and history to humanities and literature; and expands the
math section to include topics from Algebra H. In April
2003, the UNC Board of Governors approved a modifi-
cation of its policy on "Minimum Requirements for Un-
dergraduate Admission" to include a requirement that
students submit either the new SAT I (which includes
the writing component) or the ACT with the writing
component for admission for fall 2006 and subsequent
terms, dates which coincide with the administration of
the new test.

Under House Bill 1246 (Chapter 312 of the 2001
Session Laws), UNC was required by the 2001 General
Assembly to submit a final report on changes in admis-
sions criteria by December 1, 2003. The Board of Gov-
ernors' report to the Joint Legislative Education Over-
sight Committee recommends no changes to campus
admissions policies. The report concludes that "although
the GPA is the single best predictor of success in col-
lege, the use of the SAT/ACT with the GPA enhances
the overall prediction of college success." While the
report does not recommend changes to the admissions
criteria at this time, it does suggest further evaluation
based on the changes to the SAT made by The College
Board. The UNC study committee recommends "that a
follow-up study be conducted after campuses have had
experience with the new SAT, which will be first admin-
istered in March 2005 to see what, if any, impact the test
enhancements have had on predictive validity in the ad-
missions decision making process .11139

b. Minority ]Presence Enrollment
On January 13, 1995, the Board of Governors

adopted a policy titled "Program for Further Increases
in Minority Presence Enrollment."140 Increasing "minor-
ity presence" includes increasing the number of African
American students on white campuses and the number
of white students on historically black campuses. Al-
though the policy stated that "none of the activities or
programs described in this program requires any con-
stituent institution to modify its admission policies or
its policies concerning academic eligibility for retention
of students," it set forth specific measures that each in-
stitution was required to follow in recruiting minority
students, including requirements related to publications
by each institution designed to inform prospective mi-
nority students about the respective campuses. The
document also required the president to "monitor each
constituent institution's continuing compliance with all
elements" of the program and to report annually to the
Board of Governors on the program.

Authority over admissions became an issue during
the first four months of Molly Corbett Broad's presi-
dency when, in the fall of 1997, Broad instructed UNC
campuses to examine their admissions policies and
change any that were vulnerable to legal challenges on
affirmative action grounds.141 Her decision followed
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court cases across the country involving affirmative ac-
tion, including a 1996 lawsuit filed against the Univer-
sity of Texas that resulted in a ban on race-based pref-
erences in admissions and financial aid at that
institution142 and passage of a California ballot initiative,
Proposition 209, which prevents state and local govern-
ments from using race or gender preferences in public
hiring, education, and contracting. However, Broad said

she would have called for the review with or without the
court rulings because although the number of minorities
was up on the campuses, she felt the campuses had fallen
short on educating North Carolinians disadvantaged by
economics ,  geography ,  and other factors.'43

The UNC-Chapel Hill Faculty Council responded to
President Broad 's directive in April 1998 by adopting a
resolution reaffirming the university 's obligation to serve

A Devil 's Dictionary  of College  Admissions

ad., co m.  n. 1.  an all-powerful committee deciding ,one's fate in life: 2. a body riddled with

judgment flaws.  Created by  high-school students in Internet' discussion groups.

College fgir n.. a gala extravaganza of tables covered with a confusing array of lavish college

brochuresall'promising similar experiences.

development case n .. an applicant to college whose family wealth may be in direct proportion

to his academic unpreparedness.  Archaic  but still in use.

Book n something that turns an otherwise mediocre (or worse) applicant into an admissible

candidate;  !See also:  development case, legacy, and student-athlete

legacy  ri  , a birthright of the American aristocracy

hkely; iletterr  n  1. an ambiguously written missive. 2. a letter saying one is a strong applicant

to; a, college} but shouldn't assume any kind of commitment 3. something that leads to abject

confusion

package  n .6  : a messy sheaf of hopes, dreams, and half truths put together by aspiring

`pplicants 21 a messy sheaf of forms, folders, and information sent out by a financial-aid

off, e. }

rankings  n„  marketing strategy for maximizing magazine sales

schoo l visit,  n''. a method of increasing. the number of applications to colleges, carried out by

adniissions officials, usually consisting of one day, five stops at high schools, eight wrong

tu'rns.  Archaic,  based on the Fuller Brush approach

student-athlete  n. an, employee of the university'

tour guide p ", a cheerleader who has the ability to walk backward on a college campus

viewbook  n. "a fanciful work of fiction describing an imaginary  institution  of higher learning

wait list '  ri. 61  a list of extremely well-qualified applicants who, if they lived in a different part

of the country,' went to a less competitive high school, had been born to more-savvy parents,

had, their application read earlier than 3 a.m. or had a last name that started with a different

letter of the alphabet, would have been admitted to a college 2. a list of fine but ordinary

!applicants; whom an admissions committee does not want to turn down outright because such

,an action is'likely to send a wrong message to the high school that prepared the applicant (the

right message. We want more like this, but better) 3. a list of applicants who are substantially
t

below' the quality of those admitted, but who cannot for political reasons be denied.

yield  n. a, mathematical criterion, based on the percentage of 17-year-old applicants who

accept an offer of college admission; used for reckoning how good an institution is; as

important as faculty productivity, quality of teaching, and general academic standards.  See'also.: , rankings

- RACHEL TOOR

in  THE CHRONICLE OF HIGHER EDUCATION,  FEBRUARY 25, 2005
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all the people of North Carolina, "recognizing the racial
and ethnic diversity of the state's population."" The
statement deliberately avoided use of the words "affir-
mative action," choosing instead to go into detail about
how the university should achieve diversity in all its
forms, both in student admissions and hiring decisions.15
A report issued in March 2000 by the UNC-CH
Chancellor's Minority Affairs Review Committee stated
that the institution "as a whole, continues to exhibit de-
ficiencies in the implementation of its minority affairs
and diversity policy. 11116Like the Chapel Hill campus,
other UNC institutions have their own individual poli-
cies and methods to improve diversity in student admis-
sions and retention of minority students, consistent with
the long-standing UNC system policy which "seeks to
promote racial integration at each of its constituent in-
stitutions.""'

The 1995 system-wide policy on minority enroll-

ment was revised in February 2001 when the Board of
Governors approved a new plan entitled "Increasing
Access to and Diversity within the University of North
Carolina: A Program for Continuing Achievement.""'
According to the Office of the President, the new plan
"changes the philosophy of access and diversity in sig-
nificant ways, placing the responsibility for program
design and execution on the individual campuses. Mea-
sures of success will be determined by outcomes rather
than adherence to a list of required activities.""' Under
the new program, each institution must develop its own
strategic plan to meet the following goals: (1) reaching
a "critical mass" of minority presence students on each
campus; (2) reaching racial and ethnic parity in reten-
tion and graduation rates; and (3) developing meaning-
ful opportunities for students to experience a diverse en-
vironment that will prepare them for the real world of
the 21' century. Thus, as with admissions standards and
remedial education, the Board has chosen to decentral-
ize the process of encouraging minority presence enroll-
ment, with campuses responsible for achieving defined
goals but having considerable leeway to determine how
those goals are met.

In June 2001, the Board received its first minority
presence report, which summarized the initial response
from each campus to the new diversity planning require-
ments. Among the activities and initiatives being un-
dertaken by the various institutions are: (1) a Science
Track Enhancement Program to reach high school stu-
dents from under-represented groups or disadvantaged
backgrounds to pursue careers in science and math (East
Carolina University); (2) a "Den of Diversity" to include
deans and African American faculty to recommend di-
versity policy and a "Lair of Diversity" to provide
monthly meetings about diversity issues (North Carolina
State University); (3) a new Special Assistant to the
Chancellor for Diversity and Multicultural Affairs
(UNC-Asheville); (4) English as a Second Language
courses for community members (N.C. Central Univer-
sity); (5) participation in National Scholarship Service

for Negro Students fairs (UNC-Wilmington), and (6) a
Cherokee Center to support Cherokee students and work
closely with public schools (Western Carolina Univer-
sity).150 These efforts to increase minority presence on
UNC campuses are the latest attempt to address the lin-
gering effects of  de jure  segregation of public universi-
ties in North Carolina.

Since 1972-73, when North Carolina's four-year
public colleges were combined into the 16-campus Uni-
versity of North Carolina under the Board of Governors,
the total African American enrollment in the schools has
never met or exceeded the percentage of African Ameri-
cans in the state's overall population until the fall of
2003. Official figures from the U.S. Census Bureau es-
timated the percentage of African Americans in the
population of North Carolina at 22.4 percent in 1980,
22.0 percent in 1990, and 21.6 percent in 2000. Com-
paratively, enrollment of African Americans on all UNC
campuses was 18.9 percent of total enrollment in aca-

UNC President Molly Corbett Broad
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demic year 1980-81, 17.9 percent in 1990-91,
and 20.5 percent in 2000-01, and it reached 23.1
percent in 2005-06. An examination of the en-
rollment figures for each of the 16 campuses is
necessary to evaluate the results of 30 years of

oversight by the UNC Board of Governors in
reaching minority presence enrollment goals.
Table 5.12 shows these statistics for each campus.

Under the UNC Board of Governors, total
enrollment of African Americans in the group
of 11 historically white and Native American in-
stitutions has steadily increased from 3.1 per-
cent in 1972-73 to 11 percent in 2005-06.
However, the figures for individual historically
white campuses have varied significantly from
the group subtotals.

For example, African Americans comprised
2.8 percent of the enrollment at UNC-Asheville
in 1972-73 and 2.9 percent in 2005-06. The
high point of minority enrollment at UNC-A was
4.8 percent in 1984-85. At UNC-Wilmington,
African Americans made up 3.4 percent of the
student body in 1972-73 and 5.0 percent in

2005-06, with a high point of 7.5 percent in
1983-84. Meanwhile, at UNC-Pembroke, Afri-
can American enrollment was 2.8 percent in
1972-73 and climbed to a peak of 23.3 percent
by 2005-06. N.C. State University and UNC-
Chapel Hill had African American enrollments of
1.6 percent and 4.4 percent, respectively, in
1972-73, but reached 9.1 and 9.9 percent in
2005-06. NCSU's highest black enrollment was
9.9 percent in 2000-01, while UNC-CH's high-
est was 10.1 percent in 2003-04.

At the five historically black institutions,
whites made up 5 percent of total enrollment in
1972-73 and 12.9 percent in 2005-06. During
that time period, the highest percentage of whites
enrolled was 18.8 percent, a mark reached in 1992-93.
Elizabeth City State University, Fayetteville State Uni-
versity, and Winston-Salem State University generally
have attracted a higher percentage of white students than
N.C. Agricultural & Technical State University and N.C.
Central University.

Elizabeth City State, Fayetteville State, and
Winston-Salem State each registered less than 10 percent
in white student populations in 1972-73, but since then
all three institutions have seen their percentage of white
students exceed 20 percent during at least six academic
years. However, each of those three institutions also has
seen a decline in the percentage of white enrollment
since 1993-94. NCA&T's student body was 4.9 percent
white in 1972-73 and 7.0 percent white in 2005-06.
The highest percentage of white students was 13.1 per-
cent, a level reached in 1989-90. The enrollment of
whites at N.C. Central University was 6.1 percent in
1972-73 and was 13.0 percent by 2005-06. White en-
rollment peaked at 16.5 percent in 1986-87.

Sidebar 5.1

Minority Presence Goals

from the 1981 Affirmative

Action Consent Decree

Between UNC and the U.S.

Department of Education

North Carolina v. U.S. Department of Education ,  No. 79-
217-CIV-5 (E.D.N.C. 17 July 1981)  By the  1986-87 aca-
demic year, minority presence enrollment shall equal or ex-
ceed  15.0% of  the total combined headcount enrollment in the
predominantly black institutions and shall equal or exceed
10.6% of  the total combined headcount enrollment in the pre-
dominantly white institutions .  These enrollment goals pertain
to all regular session fall headcount enrollments and include
fall headcount enrollments in the Fayetteville Graduate Cen-
ter at Fayetteville State  University,  the Elizabeth  City State
University  Graduate Center ,  and the Winston -Salem Gradu-
ate Center at Winston -Salem State  University.  In the event
the actual  rate of  change in minority presence enrollment
exceeds the average annual rate implied by the 15.0% goal
(.63%), then that excess, less any underrealization  of the av-
erage annual rate in any other prior or subsequent year, shall
be added to  the 15. 0% goal .  In the event the actual rate of
change in minority presence enrollment at the predominantly
white institutions exceeds the average annual rate implied by
the 10.6% goal  (.53%), then that excess, less any under-
realization  of the  average annual rate in any other  prior or
subsequent year ,  shall be added to the 10.6% goal.

Prior to recent initiatives by the Board, the last ma-
jor push to boost minority presence on UNC campuses
occurred between 1981-82 and 1986-87, the result of a
1981 consent decree between UNC and the U.S. Depart-
ment of Education in a civil rights lawsuit known as
Adams v. Richardson.  In 1973, the federal district court
in the D.C. Circuit ordered the U.S. Secretary of Health,
Education, and Welfare to enforce more stringent deseg-
regation requirements at public universities in 10 South-
ern states, including North Carolina. As a result, UNC
was ordered to submit a desegregation plan to the U.S.
Department of Health, Education and Welfare (now the
U.S. Dept. of Health and Human Services and the U.S.
Dept. of Education) by June 1973. Negotiations over
desegregation between UNC and the federal government
continued from 1973 to 1981.

In 1981, UNC reached a consent agreement with
federal education officials - although attempts to appeal
the agreement were not exhausted until 1984. Under the

-continued on page 218
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-continued from page 197

consent agreement, the University agreed to improve
recruitment and scholarship support for minority stu-
dents; increase enrollment of black students at tradi-
tionally white institutions and of white students at tra-
ditionally black institutions; and to upgrade programs
and maintain levels of financial support for current op-
erating expenses and specific capital improvements at
the state's five historically black universities. Federal
authorities agreed to abandon their push for binding nu-
merical goals and for a "program duplication model of
desegregation that would require eliminating similar
programs offered by traditionally white and tradition-
ally black schools.15'

In the consent decree, UNC agreed that, `By the

1986-87 academic year, minority presence enrollment
shall equal or exceed 15.0% of the total combined
headcount enrollment in the predominantly black insti-
tutions and shall equal or exceed 10.6% of the total com-
bined headcount enrollment in the predominantly white
institutions.""' During the five-year time period (1981-
82 - 1986-87) specified by the consent decree, UNC
met or slightly exceeded its enrollment goal for white
students on historically black campuses, but failed to
meet its court-decreed goal for enrolling African Ameri-
cans on historically white campuses. In 1986-87, white
enrollment at the five historically black institutions
reached 15.9 percent, which was above the consent de-
cree goal of 15.0 percent. However, black enrollment
at the 11 historically white institutions stood at 8.5 per-
cent, which was below UNC's agreed-upon goal of 10.6
percent.

This 2.1 percentage point shortfall meant that UNC
had approximately 2,319 fewer African American stu-
dents in 1986-87 in the historically white institutions
than they agreed under the 1981 consent decree. Look-
ing at all 16 campuses, it means that the 16-campus sys-
tem as a whole had 1,363 fewer black students in 1986-
87 than it had agreed to enroll under the 1981 settlement
(18.4 percent black overall vs. the 19.5 percent goal).

University leaders stand behind their policy of sup-
porting efforts to increase minority presence on UNC
campuses. In a 1998 policy statement published in  The
Charlotte Observer,  UNC president Molly Broad wrote,
"For more than 25 years, the University of North Caro-
lina has worked to overcome the effects of past racial
segregation in our public system of higher education.
Many of these outreach efforts were initiated under a
consent decree with the federal government and have
been voluntarily continued under programs adopted by
the UNC Board of Governors. We have consistently
sought to make educational opportunities available to as
many N.C. citizens as possible, regardless of race, gen-
der or socioeconomic circumstances. We are intensely
proud of the progress that has been made, and believe
that the affirmative outreach that has produced greater
minority participation across the university has been
morally and legally appropriate.""'

2 Preventing or Encouraging End-Runs
Around the Board of Governors to the
Legislature?

Another potential area of tension between the cen-
tral statewide UNC Board of Governors and the 16 cam-
pus boards of trustees arises when campus boards, offi-
cials, faculty, or alumni bypass the chain of command
and normal decision-making processes and take their re-
quests directly to the legislature. "Any board wants to
feel it has an effect, so there is always that potential
tension" between the central board and the campus
boards," says former UNC-Wilmington Chancellor
James Leutze. "My experience is that for what a board
of trustees wants - if they make a strong enough case
- the Board of Governors is willing to listen." An
example cited by former N.C. Central University Chan-
cellor Julius Chambers is the central Board's reaction to
a well-publicized attempt in 1997 by Paul Fulton, dean
of the Kenan-Flagler Business School at UNC-Chapel
Hill, to bypass the Board of Governors in seeking a tu-
ition increase from the legislature. "The Board didn't
bite anybody on the hand [by firing any administrators,
for example], and they worked out a system to allow the
school to raise tuition," Chambers says. "If the institu-
tion needs some kind of assistance, and if a policy of
the Board augurs against it, somebody needs to reflect
on it."

The epitaph of this end-run offers a lesson to ren-
egade institutions. In June 2002, Robert Sullivan,
former.Dean of the UNC-Chapel Hill's Kenan-Flagler
Business School made an urgent request to the Board
of Governors to delay indefinitely implementation of
campus-initiated tuition increases the school had ob-
tained as a result of the 1997 end-run. At the time their
special tuition increases were passed, the business
school had not foreseen that the Board and the legisla-
ture would later enact system-wide tuition increases.
The combined impact of both the campus and the sys-
tem increases put the school at a competitive disadvan-
tage with its national peers. The Board granted the
business school's request to roll back its campus-
initiated tuition increase.

On the other hand, chemistry professor Tom Meyer
was not re-appointed as vice provost for graduate stud-
ies and research at UNC-CH after taking arguments fa-
voring higher faculty pay and greater financial support
and tuition breaks for graduate students directly to the
General Assembly, rather than through the chain of com-
mand. According to news accounts, President Broad
steadfastly denied any involvement in the UNC-CH per-
sonnel move. But campus officials at UNC-CH ac-
knowledged that Meyer's direct dealings with lawmak-
ers on university-related matters was a factor in the
campus decision not to reappoint him as vice provost in
1999. Jane Brown, a journalism professor and former
faculty chair at UNC-CH, commented that "It's a diffi-
cult relationship. [General Administration] has to rep-
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resent all the campuses, and Carolina and N.C. State
have special needs. We need someone in the legislature
to speak for us. It's a difficult position for President
Broad ."154 Former Board of Governors Chairman Sam
Neill believes such incidents can work to make the cen-
tral Board more aware of problems confronting UNC's
institutions. "We need to respond to those boards of
trustees and campus constituencies that have needs,"
says Neill, a Hendersonville attorney. "It's one of the
geniuses of the two-tiered system"

Others take a less positive view, insisting that the
current balance of power may actually encourage end-
runs by institutions. "Chancellors need to be part of dis-
cussions of university-wide priorities, not just their own
campuses," says former UNC-Chapel Hill Chancellor
Paul Hardin. Involvement in only campus-level issues
"tends to drive them to a more chauvinistic approach,"
he adds. Former Representative Gene Arnold (R-Nash)
is even more blunt, noting that if one of the purposes of
the Board of Governors system is to eliminate end-runs,
"it has failed miserably." However, John Sanders notes
that "end-runs can only be successful if they are wel-
comed (if not invited) by legislators."

A good example of that occurred in the 2005 legis-
lative session when UNC-Chapel Hill administrators and
trustees and state Senate leaders attempted to circum-
vent the UNC President and Board of Governors and
gain more freedom to set tuition and to give in-state
status to out-of-state scholarship students. Both policy
changes were contained in special provisions in the
Senate version of the state budget bill.

The first special provision would have given boards
of trustees at UNC-Chapel Hill and N.C. State Univer-
sity alone the power to raise tuition on their own and
bypass the UNC Board of Governors. The second budg-
et provision, applicable to all 16 campuses, would give
in-state tuition status to all 2,827 out-of-state students
who receive full scholarships (academic or athletic), of
whom 1,061 are athletes. Those out-of-state students
would not count against the UNC system's 18 percent
limit on out-of-state freshmen. This provision would
save millions of dollars for athletics booster clubs such
as UNC-CH's Rams Club and NCSU's Wolfpack Club
because many scholarship athletes are from outside
North Carolina, and thus the booster club had to pay
higher out-of-state tuition rates for those scholarships.
This special budget provision also would help private
merit scholarship programs such as UNC-CH's
Morehead and Robertson Scholars and NCSU's Park
Scholars. Out-of-state students pay about $14,000 a year
more than in-state students to attend UNC-CH and about
$12,000 more to attend N.C. State. The total loss in
tuition revenue to be picked up by state taxpayers instead
of private foundations is estimated to be $32 million.

UNC President Molly Broad said she first heard
about the provisions on April 29, 2005 after conver-
sations were already underway between UNC-CH
Chancellor James Moeser, UNC-CH lobbyist Kevin

Fitzgerald, Senate President Pro Tern Marc Basnight,
and Senate Majority Leader Tony Rand. President Broad
said, "It's profoundly disappointing that the leadership
of Chapel Hill would have been engaged in the devel-
opment of these proposals." In later comments, Broad
chided UNC-CH and NCSU officials, who she said went
behind the backs of the Board of Governors "to seek
special treatment from legislators."155 Board of Gover-
nors member Jim Phillips of Greensboro said, "What
concerns me so much about this [tuition] provision is
that it fails to recognize that our goals and our strate-
gies must be for all of the people of North Carolina, and
therefore, all of the campuses of the University of North
Carolina.""' And, Brad Wilson, Chair of the Board of
Governors said, "We believe that if the autonomy is
given, that it will begin the erosion of the university
system as we know it."157 On May 13, 2005, the Board
of Governors passed a resolution opposing both special
provisions.

Doug Dibbert,  President of the UNC-CH General
Alumni Association, talks with Board of Governors

member Jim Babb at a  meeting in Chapel Hill.
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Chancellor Moeser said administrators were only
responding to questions from Senate leaders, and Sen-
ate President Pro Tem Marc Basnight (D-Dare) said,
"This is not something the university asked for at all."
Basnight said, "This is my issue. It's not theirs.."158
Speaker of the House Jim Black (D-Mecklenburg) then
said that if new authority for campuses to set tuition and
bypass the Board of Governors was going to be granted,
it ought to be extended to UNC-Charlotte, East Caro-
lina University, and UNC-Greensboro."

Opposition to the Senate budget provisions was
strong. Newspapers in Asheville, Charlotte, Elizabeth
City, Fayetteville, Greensboro, Greenville, Lexington,
Raleigh, Southern Pines, Wilmington, and Winston-
Salem all weighed in against the provisions.  The News
& Observer  of Raleigh said the tuition provision "would
imperil a system that has benefited the state for over 30
years."159  The Daily Reflector  of Greenville asked, "Is
East Carolina to be left behind because it does not rank
among the top two schools? ... The 16 campuses are
best united, and this proposal should be brushed
aside"160 The  Asheville Citizen-Times  took a similar
approach, asking "Why should our region's universities
be left without the authority to seek tuition increases if
they need the money - penalizing WNC [Western
North Carolina] while allowing the central portion of the
state where the Research Triangle has long thrived, to
benefit? But there's a more fundamental reason why sin-
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gling two universities out is a bad idea. Doing so un-
dermines the board of governors, and that would be a
serious mistake.""'  The Dispatch  in Lexington con-
cluded, "It's an obvious end run around UNC President
Molly Broad and the UNC Board that is a threat to the
university system."62

At least three members of the UNC-CH campus
board of trustees countered with op-ed pieces in news-
papers. UNC-CH trustee Rusty Carter responded in
Wilmington. UNC-CH board of trustees chair Richard
T. "Stick" Williams said in  The Charlotte Observer  that
the trustees' desire to increase tuition would not violate
the state constitutional mandate that "the benefits of the
University .... as far as practicable, be ... free of ex-
pense." Williams wrote, "We have broadly defined `as
free as practicable' today as the lowest 25 percent of
national public peers."l63 UNC-CH trustee Paul Fulton
wrote in the  Winston-Salem Journal,  "I have a hard time
seeing why giving this board the ability to set tuition and
better plan the university's financial future is such a
problem." Rather than leading to the demise of the UNC
system, Fulton said, "these provisions could strengthen
our system by recognizing our campus' individual needs
and by allowing all our universities to compete for the
highest-quality faculty and students."LM

But in late July, all four living former governors and
four former lieutenant governors issued a statement ex-
pressing "grave concerns" about the proposed changes,
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which they said "hold real potential to begin a total dis-
mantling of our university structure."165 The governors'
statement was a "crucial blow," said Basnight, who ad-
mitted there probably were not even "two votes" for the
tuition autonomy plan in the state House, and it died.

However, the measure on out-of-state tuition sur-
vived and was included as a special provision in the
middle of a 364-page final budget bill in August 2005.`66
These 2005 events are a good example of John Sanders'
premise that end-runs can only be successful if they are
welcomed or invited by legislators.

UNC President Broad says end-runs should be
viewed in the context of the university system's history
and the state's political culture. "In California, if an in-
stitution did an end-run, the Governor would veto it.
That's not the history in North Carolina," she says. But
Broad agrees with those who say that the best way to
prevent end-runs is to involve local campuses in setting
university policies. She points to development of a pro-
cess by the Board's Public Affairs Committee where
campuses are invited to propose non-budget legislative
priorities. These suggestions are then developed into a
system-wide non-budget policy agenda. "Here, there has
been no vehicle in the past for a university public policy
agenda except through the budget," Broad says. "The
campuses didn't have a front door to go through, so they
had to go through the back door."

UNC Vice President and General Counsel Leslie Winner (left)
with President Molly Corbett Broad

3. Special  Treatment for "Flagship"
Institutions?

Frustrations with the current balance of power in the
university system have led some legislators and educa-
tional leaders to suggest that two or three of the state's
research or flagship institutions - UNC-Chapel Hill,
North Carolina State University in Raleigh, and perhaps
UNC-Greensboro - be given some kind of preferential
treatment. Advocates of this view often are not very
specific on what kind of preferential treatment they ad-
vocate. But the Center discerns the outlines of at least
three proposals being floated as follows: (1) give the
chancellors and boards of trustees of the flagship schools
added flexibility over budgets, personnel, and academic
programs; (2) pull the flagship schools (UNC-CH and
N.C. State) out of the 16-campus system and let them
be governed solely by two separate local campus boards
of trustees, including allowing them to go independently
to the legislature; or (3) pull the flagship campuses out
of the 16-campus system and have them governed by a
separate board governing only these two research insti-
tutions. The last option is modeled after California's
three-tier system where that state's nine extensive re-
search institutions are governed by the Board of Regents
of the 10-campus University of California (the Univer-
sity of California-San Francisco is not an extensive re-
search institution but one of the 10 campuses), 161while
23 other four-year colleges and universities are governed
by the Board of Trustees of the California State Univer-
sity, and all 109 community colleges are governed by
the Board of Governors of the California Community
Colleges. (See Table 5.13: Carnegie Classifications for
North Carolina's Public Universities.)

The late UNC-Chapel Hill Chancellor Michael
Hooker was among those who advocated the first pro-
posal. Specifically, Hooker said UNC's research univer-
sities needed more control over policies governing con-
struction, purchasing and contracting, and personnel
related to their missions. Others who share this viewpoint
regard added management flexibility for flagship schools
as a way to acknowledge historic differences among UNC
campuses. "Right now, we're just pretending to be a uni-
versity system" by having uniform policies for all cam-
puses, says former Kenan Flagler business school dean
and former Board of Governors member Paul Rizzo.
"That's good for the smaller schools, but the older, more
sophisticated schools should be given more power." (See
Table 5.14: Arguments For and Against Giving Special
Treatment to Chancellors and Campus Boards of Trustees
of the Flagship Schools.)

Rizzo's argument ignores the fact that the whole
UNC system already receives special treatment or has
greater management flexibility in at least 12 areas that
is not accorded to other state agencies, and the research
universities have even higher levels of flexibility (see
page 146). And, UNC's research institutions already
receive higher levels of funding, higher graduate student
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Table 5.13

Carnegie Classifications for Worth Carolina's Public Universities

Public University in N.C. 2000 Carnegie Classification' 2005 Carnegie Classification2

1. Appalachian State University Master's (Comprehensive) Master's Colleges and Universities (larger programs)
Colleges and Universities I

2. East Carolina University Doctoral/Research University Doctoral/Research Universities

- Intensive

3. Elizabeth City State University Baccalaureate College - General Baccalaureate Colleges-Diverse Fields

4. Fayetteville State University Master's (Comprehensive) Master's Colleges and Universities (smaller programs)
Colleges and Universities I

5. N.C. A & T State University Master's (Comprehensive) Research Universities (high research activity)

Colleges and Universities I'

6. N.C. School of the Arts Specialized Institution - Arts Special Focus Institutions

-Schools of art, music, and design

7. N.C. State University Doctoral/Research University Research Universities (very high research activity)

- Extensive

8. N.C. Central University Master's (Comprehensive) Master's Colleges and Universities (larger programs)

Colleges and Universities I

9. UNC-Asheville Baccalaureate College Baccalaureate Colleges-Arts & Sciences

- Liberal Arts

10. UNC-Chapel Hill Doctoral/Research University Research Universities (very high research activity)

- Extensive

11. UNC-Charlotte Master's (Comprehensive) Doctoral/Research Universities

Colleges and Universities I'

12. UNC-Greensboro Doctoral/Research University Research Universities (high research activity)

- Intensive

13. UNC-Pembroke Master's (Comprehensive) Master's Colleges and Universities

Colleges and Universities I (medium programs)

14. UNC-Wilmington Master's (Comprehensive) Master's Colleges and Universities (larger programs)

Colleges and Universities I

15. Western Carolina University Master's (Comprehensive) Master's Colleges and Universities (larger programs)

Colleges and Universities I

16. Winston-Salem State University Baccalaureate College - General Baccalaureate Colleges-Diverse Fields

Carnegie Foundation for the Advancement of Teaching, The Classification of Institutions of Higher Education,
2000 edition (Princeton, NJ: 2000).

2 Carnegie Foundation for the Advancement of Teaching, The Carnegie Classification of Institutions of Higher
Education, 2005 Revision (Princeton, NJ: February 2006). Online at  http://www.carnegiefoundation.org/
classifications/.

On August 11, 2000, the University of North Carolina at Charlotte was recognized by a resolution of the UNC
Board of Governors as being on par with other UNC institutions classified as Doctoral/Research Universities-
Intensive by Carnegie. A similar resolution passed the Board of Governors concerning North Carolina A & T
State University on August 8, 2004.
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tuition assistance, higher tuition increases, and greater
flexibility in construction, purchasing and contracting,
and personnel. And, at least nine cases of abuse have
occurred with this increased flexibility. These instances
raise doubts about whether special treatment for the uni-
versity system in general or research universities in par-
ticular is warranted or wise (see pages 146-147). For
example, the recent problems that N.C. State encoun-
tered with the misuse of Public Safety funds and UNC-
Chapel Hill's problems with cost overruns and delays
in the UNC Hospitals construction - both with in-
creased management flexibility - raise doubts as to
whether the "older, more sophisticated schools" are any
better equipped to handle increased autonomy than
smaller campuses. And, if increased management flex-
ibility in areas such as construction, purchasing and
contracting, and personnel is needed, then probably re-
form is needed for all state agencies, not just UNC.

Former State Senator Howard Lee (D-Orange) who
now chairs the State Board of Education, describes a
scenario that falls into the second category of flagship
proposals: pulling the research institutions out of the
Board of Governors' sphere of control and having them
be governed solely by two separate campus boards of
trustees. "You could have a board that you might call
the Board of Higher Education. We'd put that board in
charge of 14 campuses and then have UNC-Chapel Hill
and State run by their own boards of trustees," Lee says.

UH°®H a
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Such a system would result in a three-tiered structure
for higher education. The first tier would be composed
of the two research universities under their own sepa-
rate local boards of trustees; the second tier would con-
sist of the 14 other schools that are now part of the UNC
system under a statewide Board of Governors; and the
third tier would be made up of the 59 community col-
leges under their own governing board, the current State
Board of Community Colleges.

Christopher Fordham, former Chancellor of UNC-
Chapel Hill says, "I'm attracted to Howard Lee's pro-
posal." Fordham explains he thinks that the goal of
building excellence at UNC-Chapel Hill and N.C. State
University would be better served by having a govern-
ing board separate and apart from the other 14 UNC con-
stituent institutions. Fordham says, "Administrative ar-
rangements should support excellence and capacity.
I find it hard to see how a super-board can serve excel-

lence and capacity. It can serve capacity, but not excel-
lence." Fordham says, "[The Board of Governors] are
a good-spirited and devoted group who want to do the
best by all of the institutions in the UNC system. How-
ever, that, by its nature, does not provide a Board suit-
able for a world-class research university of outstand-
ing excellence, which needs constantly to be nurtured."

The proponents for pulling the flagship schools out
of the 16-campus system and letting them be governed
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Table 5.14

Arguments For and Against Giving Special Treatment to Chancellors and
Campus Boards of Trustees of the Flagship Schools in

Added Management Flexibility Over Construction, Purchasing and Contracting,
(Budgets, Personnel, and Academic Programs

Arguments For

1.The research universities face a higher level of
national competition for students, faculty, and federal
grants than do their fellow schools in the UNC
system. The research campuses, therefore, need more
flexibility in construction, purchasing and contract-
ing, and personnel policies in order to carry out their
missions successfully.

2. Research universities have larger staffs with higher
levels of specialization and administrative expertise
in the areas of building construction and design,
budgeting, purchasing and contracting, and person-
nel. Because these campuses have the necessary
expertise locally, they have less need for the guidance
and assistance that the staff of UNC General Admin-
istration provides to the smaller campuses.

Arguments Against

1. Special treatment is unnecessary because UNC's
research universities already have greater manage-
ment flexibility than some other UNC campuses. The
Board of Governors has delegated various amounts of
management flexibility to the campuses, based on
their ability to handle the additional responsibilities,
and this system has worked well so far.

2. At least nine cases of abuses have occurred with this
increased flexibility, and these instances raise
questions about whether special treatment for the
university system in general or flagship reseach
institutions in particular is either warranted or wise,
as follows: (1) With the budget flexibility given to
"special responsibility constituent institutions," the
N.C. State University Public Safety Director used
more than $2.2 million in unspent department
personnel funds to make more than 100 questionable
purchases over a six-year period, including TV sets,
VCRs, and a mountain bike, many of which he kept
in his home or truck, prompting a State Auditor's
investigation. (2) Fayetteville State University also
was threatened with revocation of its management
flexibility if it did not correct problems identified by
the State Auditor in bookkeeping, management
oversight, and financial reporting. (3) UNC-Chapel
Hill's Kenan Flagler Business School and N.C.
State's Carter Finley Stadium used the availability of
a mix of public and private financing to begin
construction before safety inspections by the N.C.
Department of Insurance. (4) The State Auditor said
the University's decentralization of the construction
oversight function had negatively affected the
timeliness of the flow of information to the State
Construction Office and State Building Commission.
(5) UNC Hospitals' flexibility in construction
contracts and bidding procedures resulted in a 31.5
percent increase in the estimated cost and an opening
date that was more than four years behind the original
scheduled completion date of November 1997. When
the legislation granting UNC Hospitals special
flexibility passed in 1998, President Molly Broad
said, "We got relief for that entity. I've made it clear
to them that if they can be the exemplars of some best
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Table 5.14
CONTINUED

Arguments For and Against Giving Special Treatment to Chancellors and
Campus Boards of Trustees of the Flagship Schools in

Added Management Flexibility Over Construction, Purchasing and Contracting,
Budgets,  Personnel, and Academic Programs

Arguments For Arguments Against

practices, the hospital could be a demonstration
project for how greater management freedom can
make the university system more efficient." This is
not exactly the poster child for flexibility she hoped it
would be. (6) Inadequate oversight of spending in a
scholars program for doctors at UNC-Chapel Hill is
now the example that a national foundation funding
the program (the Robert Wood Johnson Foundation)
uses in how not to manage the proceeds from the
foundation's grants to similar programs. (7) In the
middle of an acute state budget shortfall when most
state workers only got a flat pay raise of $625,
Chancellors at NCSU and UNC-Chapel Hill gave
sizable pay raises ranging from $9,375 to $30,340 per
year to some of their immediate subordinates. (8)
The State Auditor discovered nearly $1 million in
financial abuses at the N.C. School of the Arts that
included spending on a Cadillac Escalade for a Vice
Chancellor, country club memberships, special "one-
time payments" to employees, undisclosed accounts,
and questionable real estate transactions between the
institution and its related corporate entities - a
practice the Auditor described as "Enron-style"
procedures. President Broad described the findings of
the special review as "deeply troubling." (9) UNC-
Chapel Hill Chancellor James Moeser signed an
employment separation agreement worth $313,908
with his former General Counsel that the Chairman
of the Board of Governors described as "excessive
and indefensible." These situations raise questions
about special grants of flexibility being given to the
University system as a whole or to the 16 campuses
individually and about whether the larger research
universities are any more likely to avoid problems
than the smaller campuses. Six of the nine problems
described above involve UNC-Chapel Hill and N.C.
State.

3. To the extent that management decisions can be 3. To the extent that reforms and more flexibility are
decentralized and implemented at the local campus needed in state personnel, purchasing, or construction
level, time and money can be saved. procedures, those reforms should be applied to all

state agencies, not just the university system, which
has not demonstrated that its needs are unique.
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Table 5.15

Average  Salaries for Full Professors at
UNC Constituent  institutions

Average Salary*
(Full Professor)

1. UNC-Chapel Hill $112,700
2. N.C. State University 94,800
3. UNC-Charlotte 89,000
4. N.C. A&T State University 87,100
5. UNC-Greensboro 86,400
6. East Carolina University 84,000
7. N.C. Central University 78,900
8. UNC-Pembroke 77,000
9. UNC-Wilmington 75,300

10. UNC-Asheville 74,500
11. Appalachian State University 73,000
12. Western Carolina University 72,200
13. Fayetteville State University 71,700
14. Winston-Salem State University 68,700
15. Elizabeth City State University 64,800

* N.C. School of the Arts not included
Source: The News & Observer  of Raleigh, N.C., 2005

solely by two separate local Boards of Trustees, includ-
ing allowing them to go independently to the legislature,
argue that the Board of Governors and the General As-
sembly have neglected the needs of the flagship schools
in favor of policies designed to promote equity in the
UNC system. First, proponents of this viewpoint say
national rankings of UNC campuses have dipped and
that faculty salaries at UNC-Chapel Hill and N.C. State
University have dropped relative to other national cam-
puses. Second, proponents say that giving separate
boards to each flagship research university is one way
to better define and strengthen the diverse missions of
UNC campuses. Too many UNC campuses now are
trying to achieve the same level of academic standing,
a process which may result in unnecessary duplication
of academic programs. Third, proponents say that
UNC's larger schools have achieved a high level of aca-
demic excellence. Having separate boards for UNC-CH
and NCSU could help prevent any erosion of academic
quality that might result from "one size fits all" fund-
ing levels and academic policies set by the Board of
Governors for all 16 UNC campuses. A fourth argument
is that having separate boards of trustees for the research
universities would allow them to take advantage of their
elite status by raising tuition, which can create more
revenue to increase faculty salaries and establish new
academic programs. Lastly, the chancellors from the
larger institutions have special access to legislative lead-
ers already. Since  de facto  end-runs around the Board

of Governors and UNC President are already going on,
why not formalize the process and get everything out in
the open, argue the proponents.

However, allowing the flagship schools to be
placed under a separate governance structure could be
viewed as ignoring the historical reasons that higher
education was restructured in North Carolina in 1971,
especially the need to prevent individual campuses
from lobbying separately for funds from the state, with
the strongest lobby winning the most dollars and un-
checked academic program duplication."' Opponents
argue that UNC's research universities already receive
different levels of funding, higher graduate student
tuition assistance, greater tuition increases, and greater
flexibility to manage budgets, construction projects,
and purchasing than other UNC system campuses.
National rankings for various programs and schools
within UNC-Chapel Hill and N.C. State and overall
campus rankings fluctuate slightly from year to year,
but both continue to rank highly among both public and
private universities overall. Using nationally compa-
rable statistics, average salaries for full-time faculty at
North Carolina's four-year public universities were
$76,070 in 2003-04, ranking 11" in the nation."'

Second, opponents say that giving special treatment
to two of the research universities will prevent the state's
public university system from achieving equitable fund-
ing formulas for all of its schools. It also would dis-
criminate against other universities which recently
achieved doctoral/research university status under the
Carnegie Classifications, such as UNC-Greensboro,
UNC-Charlotte, A&T State, and East Carolina Univer-
sity. Opponents of Lee's proposal worry that special
treatment for the flagships will necessarily come at the
expense of (a) the system's smaller and historically
underfunded campuses, particularly the state's five his-
torically black universities and UNC-Pembroke, the
state's historically Native American institution and
(b) rapidly growing institutions, such as UNC-Charlotte,
UNC-Wilmington, and East Carolina University.

Third, opponents say that without central coordina-
tion of academic program development, the larger cam-
puses could develop new programs unilaterally, thereby
increasing overall higher education costs in North Caro-
lina. Academic program planning needs to be coordi-
nated to prevent duplication, and this was one of the
main reasons the UNC Board of Governors was created
in the first place.

Fourth, opponents point out that the larger schools
already charge higher tuitions. And, each institution's
board of trustees already can initiate tuition increases
and keep the proceeds at that campus, and these
increases are separate from across-the-board tuition
increases implemented by the Board of Governors.
Placing UNC's flagship schools solely under separate
local, institutional boards of trustees might make these
universities less affordable to North Carolina residents
because there would be more pressure to raise tuition
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at the research universities to make them more elite
and to fund new programs. The state Constitution
says, "The General Assembly shall provide that the
benefits of The University of North Carolina and other
public institutions of higher education, as far as practi-
cable, be extended to the people of the State free of
expense." There are no exceptions for research univer-
sities in this mandate.

Finally, advocates for UNC-CH and N.C. State may
overestimate their political clout in the legislature. John
Sanders says, "This scheme reflects the fantasy of a few
UNC-CH alumni partisans about a former time when
(they think) what UNC-CH wanted from the legislature
UNC-CH got and a desire to recreate those times. The
facts of political power are such that a free-standing
UNC-CH would be at constant risk from more power-
ful combinations of friends of other institutions. The
same would be true for a UNC-CH and NCSU com-
bine." Thus, placing UNC flagship schools under a
separate governing board might ultimately harm those
campuses, given the growing political and academic
influence of the other schools in the system that would
then be competing 14 against 2 in the legislature for state
funds. (See Table 5.16: Arguments For and Against
Pulling the Flagship Schools Out of the 16-Campus
System and Letting Them Be Governed Solely by Two,
Separate Local Boards of Trustees.)

With respect to the third proposal, former UNC-CH
Chancellor Paul Hardin says UNC might consider emu-
lating the three-tiered university governance system in
California. There, all nine extensive research institutions
are governed by the Board of Regents of the 10-campus
University of California,10 while 23 other four-year
colleges and universities are governed by the Board of
Trustees of the California State University, and all 109
community colleges are governed by the Board of
Governors of the California Community Colleges. The
California Postsecondary Education Commission, a
statewide higher education board, sets broad policy for
all  public, independent, and private postsecondary
education institutions in that state but does not have
much power or direct authority over the campuses. In
the North Carolina system, Hardin says, having all pub-
lic universities under the same administrative umbrella
encourages schools to expand to the highest academic
and prestige levels achieved within the system, rather
than focusing on their own missions. He adds, "And you
can't have more than two or three major research
universities in one system" without straining available
resources.

Supporters of some form of special treatment for the
research universities say change is necessary if those
schools are to preserve their national reputations and ar-
gue that the needs of those institutions have been ne-
glected under the current governance system. "I think
the Board of Governors went to sleep at the switch in
support of the research institutions in the last 10 years,"
says Ray Farris, a former UNC-Chapel Hill football

quarterback, Charlotte attorney, and current member of
the UNC Board of Governors. Proponents of this view-
point often cite fluctuations in rankings of UNC's re-
search schools in popular magazines and newspapers as
proof that those campuses are being neglected under the
present university governance system. However, recent
rankings show UNC's flagship campuses continue to
rank among the best in the nation for both public and
private universities.

U.S. News and World Report's  rankings for 2003,
2004, and 2005 each year ranked UNC-Chapel Hill as
the nation's fifth-best public university. UNC-Chapel
Hill ranked 29th best overall among both public and pri-
vate universities in 2003 and 2004 and 271 overall in
2005. N.C. State ranked 841 overall in 2003, 861, in
2004, and 78th in 2005. Among only public universi-
ties, N.C. State ranked 39" in 2003 and 2004 and 340i
in 2005. Since the magazine's methodology frequently
changes,  U.S. News  discourages comparing their
rankings over time, but in the broadest terms the two
schools' relative positions in the rankings have changed
little over the years."'

In other 2004  U.S. News  rankings, UNC-CH's
Kenan-Flagler Business School tied for sixth with
Carnegie Mellon University and the University of Texas
at Austin among undergraduate business degree pro-
grams. Kenan-Flagler tied for third among public cam-
puses. In specialty areas, Kenan-Flagler was listed fifth
for marketing and tied for fifth in productions/operations
management. Other specialties ranked were manage-
ment (sixth), finance (ninth), quantitative analysis (tied
for 11"') and international business (tied for 161).

In 2003  U.S. News  rankings, UNC's Kenan-Flagler
Business School tied for fourth among public universi-
ties and tied for seventh among public and private uni-
versities offering undergraduate business degree pro-
grams. In specialty areas, Kenan-Flagler was listed fifth

-continued
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Table 5.16

Arguments For and Against Pulling the Flagship Schools Out of the 16-Campus System and
Letting Them Be Governed Solely by Two Separate Local: Boards of Trustees,

Including Allowing Them To Go independently to the Legislature

Arguments For

1. The Board of Governors and the General Assembly
have neglected the needs of the flagship schools in
favor of policies designed to promote equity in the
UNC system. Proponents of this viewpoint say
national rankings of UNC campuses have dipped, and
that faculty salaries at UNC-Chapel Hill and N.C.
State University have dropped relative to other
national campuses.

2. Giving separate boards to each flagship research
university is one way to better define and strengthen
the diverse missions of UNC campuses. Too many
UNC campuses now are trying to achieve the same
level of academic standing, a process which may
result in unnecessary duplication of academic
programs.

3. UNC's larger schools have achieved a high level of
academic excellence. Having separate boards for
UNC-CH and NCSU could help prevent any erosion
of academic quality that might result from "one size
fits all" funding levels and academic policies set by
the Board of Governors for all 16 UNC campuses.

Arguments Against

1. UNC's research universities already receive different
levels of funding, higher graduate student tuition
assistance, and greater management flexibility than
other UNC campuses. National rankings for various
programs and schools within UNC-Chapel Hill and
N.C. State and overall campus rankings fluctuate
slightly from year to year, but both continue to be
consistently highly ranked among both public and
private universities overall. Using nationally compa-
rable statistics, average salaries for full-time faculty
at North Carolina's four-year public universities were
$76,070 in 2003-04, ranking 11th in the nation.

2. Allowing two schools special ,  direct access to
legislators for appropriations and related matters will
prevent the state's public university system from
achieving equitable funding formulas for all 16 of its
schools. Special treatment  for UNC flagship  schools
will necessarily come at the expense of (a) the
system's smaller and historically underfunded
campuses  -  particularly North Carolina's five
historically black universities  and UNC- Pembroke,
and (b) rapidly growing institutions ,  such  as UNC-C,
UNC-W, and ECU.

3. Without central coordination of academic program
development, the larger campuses could develop new
programs unilaterally, thereby increasing overall
higher education costs in North Carolina. Academic
program planning needs to be coordinated to prevent
duplication, and this was one of the main reasons the
UNC Board of Governors was created in the first
place.
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Table 5.16
CONTINUED

Arguments For and Against Pulling the Flagship Schools Out of the 16-Campus System and
Letting Them Be Governed Solely by Two Separate Local Boards of Trustees,

Including Allowing Them To Go Independently to the Legislature

Arguments For Arguments Against

4. Having separate boards of trustees for the research 4. The larger schools already charge higher tuitions.
universities will allow them to take advantage of their And, each institution's board of trustees already can
elite status by raising tuition, which can create more initiate tuition increases at that campus, and these
revenue to increase faculty salaries and establish new increases are separate from across-the-board tuition
academic programs. increases implemented by the Board of Governors.

Placing UNC's flagship schools solely under
separate local, institutional boards of trustees might
make these universities less affordable to North
Carolina residents because there would be more
pressure to raise tuition at the research universities
to make them more elite and to fund new programs.
The state Constitution says, "The General Assembly
shall provide that the benefits of The University of
North Carolina and other public institutions of
higher education, as far as practicable, be extended
to the people of the State free of expense." There
are no exceptions for research universities in this
mandate.

5. Chancellors from the larger institutions have special
access to legislative leaders already. Since  de facto
end-runs around the Board of Governors and UNC
President are already going on, why not formalize the
process and get everything out in the open?

5. Advocates for UNC-CH and N.C. State may
overestimate their political clout in the legislature.
Placing UNC flagship schools under a separate
governing board might ultimately harm those
campuses, given the growing political and academic
influence of the other schools in the system that
would then be competing 14 against 2 in the
legislature for state funds.

* The term  flagship most often refers  to UNC-Chapel  Hill and N .C. State University  in Raleigh ,  both research
universities.  Some also argue for flagship status for East Carolina University, N.C. A&T State University,
UNC-Charlotte, and UNC-Greensboro.
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for marketing, sixth for management and
operations, eighth for finance, ninth for
accounting, 121 for quantitative analysis,
and 1611 for international business.  U.S.
News  ranked N.C. State fourth in veteri-
nary medicine, seventh in graphic design,
and 32ndin engineering. Also in 2003,  The
Wall Street Journal  ranked UNC Chapel
Hill's MBA program 10' overall, second
among public universities, and first in the
South.1'

In 2001,  U.S. News and World Report
reported that Chapel Hill's Pharmacy
School ranked seventh (tied with five oth-
ers), and the Medical School ranked 23rd
The Education Schools at UNC-CH and
UNC-G ranked 1711 and 37', respectively.
N.C. State's Undergraduate Engineering
Department was rated 1711 among higher education in-
stitutions offering Ph.D. programs.13 In January 2006,
Kiplinger's Personal Finance  magazine ranked UNC-
Chapel Hill number one in its list of "100 Best Values
in Public Colleges" UNC-CH has held the top postion
since the magazine started its rankings in 1998. Other
North Carolina public universities on Kiplinger's list
were N.C. State University at 2811, UNC-Wilmington at
32°1, Appalachian State University at 331d, and UNC-
Asheville at 50'.14 And, in July 2000, UNC-CH was
ranked as one of the top public research universities in
the nation in a study conducted by the Lombardi Pro-
gram on Measuring University Performance at the Uni-
versity of Florida, a research project that groups top uni-
versities without numerically ranking them.

Still, advocates for the research universities say they
face a higher level of competition than the other schools
in the UNC system and that they need preferential treat-
ment. "The flagships need to be free to go out and com-
pete with their peers," says former Senator Howard Lee.
"They are in a first-class, high-level, beat-them-to-the-
punch game. That's why we did what we did with UNC
Hospitals [placing the hospitals under a separate gov-
erning board]. There is no way that UNC Hospitals,
under the weight of bureaucracy, could compete with
Duke [Medical Center, its major regional competitor] -

"The emphasis under the present system is on

what each institution considers to be its

needs, which are not necessarily synonymous

with statewide goals, needs, and priorities. "

- REPORT OF THE 1971 GOVERNOR'S STUDY ON

THE STRUCTURE AND ORGANIZATION OF HIGHER EDUCACATION
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the : faculty and staff of the  University  of North  Carolina
cat Chapel  Hill:
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rand wh

I
t, pray tell, did university find?

- "MARGINALIA"

THE CHRONICLE OF HIGHER EDUCATION

MAY 26, 1993

and the same is true for UNC-Chapel Hill and N.C. State
University."

Opponents of a separate governing structure for
UNC's flagship schools point out that such a change
might actually harm the research universities because of
the increased political and academic influence of the
other 14 campuses now. "If they [the research univer-
sities] are on their own, they lose the strength of a sys-
tem," says Craig Souza, a member of the Board of Gov-
ernors and former Chairman of the Board of Trustees
of East Carolina University in Greenville. "The 14 other
campuses are not going to sit idly by. Look what ECU
did in the 1960s [when it expanded rapidly15]. UNC-
Charlotte could do the same now. It is imperative to
keep the system together."

And, as stated earlier in this report, the proportion
of legislators with close ties to at least one of the
research universities - UNC-Chapel Hill - has de-
clined over the long run. In 1997, 1999, 2001, and 2003
only 15 percent, 15 percent, 16.5 percent, and 13 per-
cent, respectively, of the members of the General Assem-
bly had undergraduate degrees from UNC-Chapel Hill,
down from 43 percent in 1939.16

Opponents of special status for Chapel Hill and
N.C. State also point out that advocates have not made
their case that the institutions have suffered under the
current system. National rankings have not really
dropped, and UNC-CH and N.C. State have fared well
in competing for state budget support under the current
system. In almost half (14 of 31, or 45%) of recent state
budget years (1972-73 to 2002-03), the percentage in-
crease in state appropriations for operation of general
academic affairs at both UNC-CH and NCSU  exceeded
the annual percentage increase in state General Fund
appropriations."' Beating the average annual change
figures 45 percent of the time is even more remarkable
considering that these two campuses now enroll a lower
percentage of N.C. public university students than prior
to consolidation of the 16 campuses. In 1972-73, the
two major research campuses combined accounted for
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37.5 percent of public, four-year higher education en-
rollment and received 30.4 percent of state appropria-
tions for public universities that year. By 2002-03, the
two campuses combined enrolled 31.5 percent of all
UNC system students and received 25.7 percent of state
appropriations to the UNC system for general academic
affairs. 171(See Table 5.17: Arguments For and Against
Pulling the Extensive Research Universities Out of the
16-Campus System and Having Them Governed by a
Separate Board.)

Some university leaders also worry that a system
that separates the research universities from other
UNC institutions will make it harder for the less pres-
tigious schools to get the budgetary support they need
from the legislature. "We all want to find a way of as-
suring that the flagships are first-rate," says N.C. Cen-
tral University trustee Valeria Lee. "The fear is that it
will be done at the expense of other institutions. It's
always a delicate dance. How do we advocate both
positions without it becoming an either/or situation?"
Former UNC Board of Governors Chairman Benjamin
Ruffin says he would like to see more collaboration
between North Carolina's major research institutions,
N.C. State and UNC-Chapel Hill, and the system's
other 14 campuses, particularly in light of an expected
enrollment boom for all of higher education. "A huge

part of the equity question is going to be answered by
the [projected student] population growth," he says.
"We'd better get busy trying to be sure we're enhanc-
ing all of our schools."

Still other policymakers cite the state's historic com-
mitment to keeping higher education affordable to state
residents as the chief reason for maintaining the current
multi-campus governance system. They argue that if the
research institutions were to be pulled out from under
the Board of Governors, there would be increased pres-
sure to raise tuition at these schools to make them more
elite institutions and to fund new programs. Tuition for
those schools would likely rise beyond the level that
many North Carolina students could afford and beyond
what the state Constitution contemplates. "People al-
ways think we should argue that issue on the basis of
what's good for students," says former UNC President
Bill Friday. "The real issue is what's good for the state"
in having more of its citizens able to attend college.

In California, where nine public extensive research
universities have a separate governing board, educational
leaders see both pluses and minuses in the system. "The
major advantage here in California is also the major dis-
advantage - namely, the distinction between the sys-
tems," says Marge Chisholm, Legislative Coordinator for
the California Postsecondary Education Commission, the

Board of Governors members Hannah Gage of Wilmington and Cary Owen of Asheville confer at a  meeting in Chapel Hill.

i
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Table 5.17

Arguments For  and  Against Pulling the Research Universities Out of the 116 Campus System
and Having Them Governed by a Separate Board (The California Approach)

Arguments For

1. California has placed its nine extensive research
universities under the Board of Regents of the 10-
campus University of California that is separate from
the Board of Trustees of the California State Univer-
sity comprised of 23 other four-year colleges and
universities.

Arguments Against

1. Only three states have authority to establish "flag-
ship* institutions," and only Maryland's statute
specifically names a flagship university. California
has nine extensive research universities and North
Carolina has only two, so there is less need here for a
separate board. Also, officials at California's
Postsecondary Education Commission acknowledge
that their structure has prevented collaboration
between universities in the two systems under two
different governing board structures.

2. Having a separate board  for the  research universities
is one way to better define and strengthen the diverse
missions  of UNC  campuses . Too many UNC
campuses now are trying to achieve the same level of
academic standing ,  a process which may result in
unnecessary duplication of academic programs.

3. The Board of Governors and the General Assembly
have neglected the needs of the flagship schools in
favor of policies designed to promote equity in the
UNC system. Proponents of this viewpoint say
national rankings of UNC campuses have dipped, and
that faculty salaries at UNC-Chapel Hill and N.C.
State University have dropped relative to other
national campuses.

coordinating board for public education in the state.
"The California State University system consists of
schools whose major focus is teaching, while the Uni-
versity of California system is composed of schools
whose primary focus is research. That division has al-
lowed admissions, funding, and other policies to be care-
fully shaped to fit each school's mission. But this ar-
rangement also has also prevented collaboration between

2. Advocates for UNC-CH and N.C. State may overesti-
mate their political clout in the legislature. Placing
UNC flagship schools under a separate governing
board might ultimately harm those campuses, given
the growing political and academic influence of the
other schools in the system that would then be
competing 14 against 2 in the legislature for state
funds And, two separate boards may increase, rather
than decrease, duplication of academic programs.

3. Special treatment for the flagship campuses is
unnecessary because UNC's research schools already
receive different levels of funding, higher graduate
student tuition assistance, and greater management
flexibility than other UNC campuses. National
rankings for various programs and schools within
UNC-Chapel Hill and N.C. State and overall campus
rankings fluctuate slightly from year to year, but both
continue to be consistently highly ranked among
public universities, as well as among public and
private universities overall. Using nationally compa-
rable statistics, average salaries for full-time faculty
at North Carolina's four-year public universities were
$76,070 in 2003-04, ranking 111 in the nation.

universities in the two systems, Chisholm says. "The
disadvantage is that they are territorial. The University
of California doesn't want the California State Univer-
sity system to grant doctorates"

Setting up tiers of institutions also may happen
when a state designates an official "flagship" campus.
Though many states have universities that are informally
considered their flagship institution, in only three states
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Table 5.17
CONTINUED

Arguments For and Against Pulling the Research Universities Out of the 16-Campus System
and Having Them Governed by a Separate Board (The California Approach)

Arguments For

4. UNC's larger schools have achieved a high level of
academic excellence. Combining the larger  institu-
tions under a separate board dedicated to governing
and advocating for this group of universities could
help prevent any erosion of academic quality that
might result from "one size fits all" funding levels
and academic policies set by the Board of Governors
for all 16 UNC campuses.

Arguments Against

4. Allowing the flagship schools to be placed under a
separate governance board would ignore the histori-
cal reasons that higher education was reorganized in
1971, especially the need to develop a statewide
coordinated system of higher education, provide a
check on program duplication, and prevent individual
campuses from lobbying separately for funds from
the state, with the strongest lobby winning the most
funds.

5. Allowing  UNC-CH and NCSU  to be governed jointly
by a separate board for research universities will help
them obtain more funding than they are able to obtain
under the current system.

5. Creating a separate board for UNC's flagship schools
will prevent the state's public university system from
achieving equitable funding formulas for all 16 of its
schools. Special treatment for UNC flagship schools
will necessarily come at the expense of (a) the
system's smaller and historically underfunded
campuses - particularly North Carolina's five
historically black universities and UNC-Pembroke,
and (b) rapidly growing institutions, such as UNC-C,
UNC-W, and ECU.

* The term flagship most often refers to UNC-Chapel Hill and N.C. State University in Raleigh, both research
universities. Some also argue for flagship status for East Carolina University, N.C. A&T State University,
UNC-Charlotte, and UNC-Greensboro.

(Maryland, Oklahoma, and West Virginia) is there spe-
cific statutory authority to establish or develop such an
institution. Of these, only Maryland's statute specifically
names a flagship institution, the College Park campus
of the University of Maryland.19

"[The designation as the flagship campus] and my
personal opinion will get a dollar fifty and a cup of cof-
fee," says Donald Langenberg, Chancellor of the Uni-

versity of Maryland System. "What is worth something
is that it [the University of Maryland at College Park]
is the only major research university in Maryland. What
is worth something  is its  performance in moving up the
ranks of major research universities. The substantive
things are what matter, they're the things we look at and
support. We don't question the term `flagship,' but we
don't necessarily think it means something.""' John
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Sanders, a former UNC Vice President and a former
member of the Board of Governors says, "I would for-
bid the use of the term `flagship' with respect to a UNC
institution. Used by friends of an institution, it is seen
by others as an offensive act of vanity. Used by others
with respect to an institution, it is often a term of con-
tempt - a charge of vanity."

Conferring the title of flagship campus on some
campuses would give special treatment to selected in-
stitutions but it would prevent the state's public univer-
sity system from achieving equitable funding formulas
for all of its institutions, as well as create resentment by
other institutions. Events in Michigan support the like-
lihood of that scenario. At least informally (though not
designated by statute), Michigan has a flagship campus,
the University of Michigan. However, Michigan State
University enrolled more students and more state resi-
dents than the flagship in 1994-95, but received less
money than the University of Michigan. To improve its
budgetary situation in 1995, Michigan State broke an
informal agreement with other higher education institu-
tions in the state and enlisted the help of Michigan State
graduate Gov. John Engler. With direct lobbying and
Engler's help, Michigan State obtained $10.4 million in
extra state funds on top of a standard budget increase.

"Lobbying against other universities was a big mistake,
and I think there will be a long memory of that," said Rep.
Kirk A. Profit, a former chairman of the Michigan House
of Representatives Higher Education Committee.181

As with most change or reform, a proposal to in-
troduce tiers where none had been present before is
bound to create some political upheaval. Another ex-
ample involves the City University of New York
(CUNY). In June 1999, New York City Mayor Rudolf
Guiliani's Advisory Task Force on CUNY proposed a
new model for the universities that immediately pro-
duced strong debate. One of the report's recommenda-
tions included creating tiered missions for CUNY col-
leges, designating some as flagships and creating
specific, different missions for each one. While some
praised the idea of tiering as "brilliant," others registered
harsh criticism.

Bernie Sohmer, chairman of the University Faculty
Senate and a mathematics professor at City College, de-
scribed the report's call for tiers as "a code word for 'eth-
nic cleansing."' Dividing the colleges, he argued, would
divert the bulk of resources to the few top colleges in
the system and leave the others struggling. The result
would be a decline in the quality of education available
for many minority and economically disadvantaged stu-

Board of Governors member Peter Hans  of Raleigh and member emeritus and former Governor Jim Holshouser of Southern Pines.
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dents, who attend in greater numbers those institutions
most likely to be placed in the lower tiers. 112

The advantages and disadvantages of tiering univer-
sities  are generally open for debate. Furthermore, ev-
ery state's character, culture, and political environment
are different. A higher education design that works well
in one state may not work well in another. Joe Szutz,
Assistant Vice Chancellor for Planning with the Geor-
gia Board of Regents says, "While some institutions may
feel they would do better competing freely for funding
from the legislature, I don't see an advantage for the
people of Georgia or for the majority of institutions from
that model of public higher education."
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[The designation as the  flagship

campus] and my personal opinion

I') will get  a dollar fifty  and a cup of

coffee.

- DONALD LANGENBERG
1
CHANCELLOR OF THE UNIVERSITY OF

MARYLAND SYSTEM

" Confusion over the governance status of the specialized high

school dates to legislative action in 1978, when the General Assem-

bly, by means of a special provision in the state budget bill, voted to

"establish" the school and set up a board of trustees. Some legisla-

tors thought all they were doing was approving planning money for

the school and after the initial budget provision was approved, an

amendment was offered stating that funds were for planning purposes

only. That amendment was defeated by a margin of almost 50 votes

after some intense behind-the-scenes lobbying. Eventually, the high

school was formally established in Durham, but the events of the

1978 legislative session raised criticisms of the legislature's practice

of handling policy initiatives as part of special provisions in the bud-

get, rather than in separate bills with full debate of the General As-

sembly. For more information, see Peggy Payne, "And yet another

surprise: The N.C. School of Science and Mathematics," N.C. In-

sight,  Vol. 1, No. 4 (Fall 1978), Raleigh, NC, pp. 8-11, and Ran

Coble,  Special Provisions in Budget Bills: Pandora's Box Is Open

Again, " N.C. Center for Public Policy Research: Raleigh, NC, Feb.

1999.
'2 California Postsecondary Education Commission, Educational

Policy and Programs Committee,  Toward a Unified State System: A

Report and Recommendations on the Governance of the California

Community Colleges,  Sacramento, CA, December 7, 1998, p. 34.

17 Clark Kerr and Marian Gade,  The Guardians: Boards of Trus-

tees of American Colleges and Universities,  The Association of Gov-

erning Boards of Universities and Colleges, Washington, DC, 1989,

p. 121.

See Waller  et al.,  note 1 above, pp. 151-153.

15 Ibid., P.  163.

For a discussion of how these boards relate to each other within

these 24 states, see  Ibid.,  pp. 19-30.

" An Analysis of Funding Equity in the University of North Caro-

lina: Phase I Report,  as presented at April 12, 1996 Board of Gov-

ernors meeting, p. 1.

111 Jena Heath, "Principals Fare Well in House Budget Proposal,"

The News & Observer,  Raleigh, NC, May 30, 1997, p. A3.

19 Chapter 443 (SB 352) of the 1997 N.C. Session Laws, Sections

10.1(a) and 10.1(b). See also Barbara Solow,  Reorganizing Higher

Education in North Carolina: What History Tells Us About Our Fu-

ture,  N.C. Center for Public Policy Research: Raleigh, NC, 1999, p. 59.

20  A Revised Funding Model for the University of North Carolina,

Phase II Final Report;  Briefing for the Committee on Budget and

Finance and Other Members of the Board of Governors, November

7, 1996, p. 3.

Chapter 5 235



21 Anne Blythe, "New UNC chancellor sworn in,"  The News &

Observer, Raleigh, NC, October 13, 2000, p. 1B.
22 Anne Blythe, "UNC raises drive's goal,"  The  News  & Ob-

server,  Raleigh, NC, September 29, 2000, p. 1B. The same article

reported that the University of Virginia is wrapping up a $1.4 billion

campaign, and the University of California at Los Angeles  is mount-

ing a $1.6 billion capital campaign.
23 The University of North Carolina,  Building for the New Mil-

lennium, UNC Facts,  October 13, 2000, see Website

www. uncbuildings. org/facts.

24 Jennifer Chorpening, "4 schools win $6.IM in grants,"  The

Herald-Sun,  Durham, NC, May 30, 2000, p. C 1.
25 "Population Center,"  ncinsider.com,  August 28, 2000, p. 4.

26 Staff and wire reports, "ECU medical school gets record dona-

tion and new name,"  The News & Observer,  Raleigh, NC, Dec. 9,

1999, p. 3A.

27 "Footnotes: $260,000 grant for N.C. Central,"  The News &

Observer, Raleigh, NC, July 12, 2000, p. 5B.
28 Associated Press, "N.C. Central Researchers Awarded Grant for

Environmental Study," WRAL-TV OnLine, Raleigh, NC, October

23, 2000.
29 Associated Press, "Coble: UNC-Greensboro to Get Money to

Protect Water Sources," WRAL-TV OnLine, Raleigh, NC, Oct. 20,

2000.
3° Russ Lea, "Overview of UNC Sponsored Program Activity, FY

2004," Report to the UNC Board of Governors, January 5, 2005,

pp. 1-3.

31 "Carolina's Research Receipts Jump 10 Percent,"  Carolina

Alumni  Review, UNC-Chapel Hill, November/December 2003, p. 6.

32 "Top Institutions in Federal Research-and-Development Expen-

ditures, 2001 & 2002,"  The Chronicle of Higher Education,  Wash-

ington, D.C.: August 6, 2004, p. A23.
33 Goldie Blumenstyk, "Inventions Produced Almost $ 1-Billion

for Universities in 2002,"  The Chronicle of Higher Education,  Wash-

ington, D.C.: December 19, 2003, p. A28.
34 Carolina  Alumni Review, note 31 above.
35 The Association of University Technology Managers,  A UTM

Licensing Survey:  FY 2003,  Interim  Report, September 2004.

36 This table updates information originally published in Chip

Alexander, "Rams Club boosts its finances and critics,"  The News &

Observer,  Raleigh, N.C., January 18, 1998, p. IA. The new figures

were supplied by UNC-Chapel Hill's Office of the University Coun-

sel and obtained from  http://www.guidestar.org.

37 Foundation net assets information obtained from  Internal

Revenue Service Tax Form 990s as published  online at  http://

www.guidestar.org.

38 Presentation by Mark Lanier, Special Assistant to then-

Chancellor James Leutze at UNC-Wilmington, to the Board of

Directors for the N.C. Center for Public Policy Research,

Wilmington, NC, September 11, 1998.
39 University of North Carolina General Administration,  Press

Release,  Chapel Hill, NC, May 15, 1998.

40 UNC Board of Governors,  Minutes of the April 14, 2000 Board

of Governors Meeting,  p. 9.
4' Chapter 237 (HB 168) of the 1999 N.C. Session Laws, Section

10.8(b).
42 University of North Carolina General Administration,  Press

Release,  Chapel Hill, NC, February 27, 2001.

43 John Sullivan, "Fund-raising plan fizzles at UNC schools,"  The

News & Observer,  Raleigh, NC, April 24, 2002, pp. IA and 9A.
44 Ibid.

45 Presentation by Willis McLeod, former Chancellor of

Fayetteville State University to the Board of Directors for the N.C.

Center for Public Policy Research, Fayetteville, NC, September 22,

2000.
46 As quoted in Alice Thrasher, "Annual giving task tough,"

Fayetteville Observer, Fayetteville, NC, April 22, 2004, pp. IA and

6A.
47 Marybeth Gasman,  Fund Raising from Black-College Alumni:

Successful Strategies for Supporting Alma Mater.
48 The focused growth institutions are the seven campuses UNC

has targeted to provide increased resources: ECSU, FSU, NCCU, NC

A&T, UNC-P, WCU, and WSSU.

49 Associated Press, "State schools turning to

money,"  newsandobserver.com,  January  22, 2002.

more private

5° As quoted in Jane Stancill and Tim Simmons, "Audit finds

scandal at School of the Arts,"  The  News &  Observer,  Raleigh, NC,

October 6, 2004, pp. 1 A and 4A.

51 N.C. Department of State Auditor,  Special Review, North Caro-

lina School of the Arts/North  Carolina  School of the Arts Foundation

Inc. (Audit Number: INV-2004-0274), Raleigh, NC, October 5, 2004.
52 Ibid., p. 84.

53 Victoria Cherrie and Mary Giunca, "Audit won't slow Unity

Place development, officials say,"  Winston-Salem Journal,  Winston-

Salem, NC, October 6, 2004, p. 8.
54 Julianne Basinger, "U. of Georgia Vies for Control of Its

Money and Its Name,"  The Chronicle of Higher Education,

Washington, D.C.: June 11, 2004, pp. Al and A20-21.
55 Marian Gade,  Four Multi-Campus Systems: Some Policies and

Practices That Work,  Association of Governing Boards of Colleges

and Universities, Washington, DC, 1993, p. 20.
56 See UNC General Administration,  The Administrative Manual

of The University of North Carolina,  Chapel Hill, NC, Chapter VI,

Financial Matters, Endowment and Trust Funds.
57 Jane Stancill, "ECU thinks bigger,"  The News & Observer,

Raleigh, NC, February 8, 1999, p. IA.

58 NCFREE Executive Keys, "Key #31: Top Ten PACs Dominate

$ to NC General Assembly," North Carolina Forum for Research and

Economic Education, Raleigh, NC, July 2, 2003, p. 1.
59 Editorial, "PAC it in,"  The News & Observer,  Raleigh, NC,

August 3, 2003, p. 28A.

60 Jane Stancill and David Raynor, "UNC-CH backers boost law-

makers,"  The News & Observer,  Raleigh, NC, January 31, 2005,

pp. lB and 3B.

61 Jim Jenkins, "Paying to play in Chapel Hill,"  The News &

Observer,  Raleigh, NC, February 3, 2005, p. 14A.
62 Thad Beyle, "The Changing Political Status of 'Carolina,' or

UNC-Chapel Hill,"  North Carolina DataNet,  UNC-Chapel Hill, April

1999, pp. 7-8.  North Carolina DataNet  reprinted and expanded

Beyle's newspaper opinion piece originally appearing in  The Chapel

Hill News  on October 28, 1998 and includes data from a spring 1990

UNC-CH undergraduate honors thesis by Julia Anderson.
63 Carolyn A. Waller,  Article II.• A Guide to the 1999-2000 N.C.

Legislature,  N.C. Center for Public Policy Research: Raleigh, NC,

March 1999; Ann L. Hale,  Article II: A Guide to the 2001-2002

North Carolina Legislature,  N.C. Center for Public Policy Research:

236 PART 90 The Powers  and the  Duties  of the  UMC  Board o Governors



Raleigh, NC, March 2001; and Sam Watts,  Article II: A Guide to the

2003-2004 North Carolina Legislature,  N.C. Center for Public

Policy Research: Raleigh, NC, April 2003.
64 Solow, note 19 above, pp. 61-62.
65 "Footnotes - Getting inside Triangle universities and col-

leges,"  The News & Observer,  Raleigh, NC, October 14, 1998, p. 5B.
66 University of North Carolina General Administration,  Press

Release, Chapel Hill, NC, May 15, 1998.

67 The Code,  note 5 above, Appendix 1, Delegations of Duty and

Authority to Boards of Trustees, Section XIII, p. 43. This policy has

been in place since July 1972.
68 William Snider,  Light on the Hill: A History of the University

of North Carolina at Chapel Hill,  University of North Carolina Press,

Chapel Hill, NC, 1992, p. 264. Snider says the Graham Plan of 1934

decreed that college athletes would receive no special financial aid

and have to provide statements of their income. The faculty would

control athletics. "Recruitment would be limited, athletic accounts

would be audited and published, and there would be no postseason

contests." At the November 1934 trustees' meeting, Graham asked,

"Is student life to revolve mainly around a circus subsidized and

brought into the institutions? Or is it to center around, mainly, the

teachers, library, classrooms, laboratories, historic buildings, shrines

and traditions which are a part of the soil, the air and the spirit of

the place?" As quoted in Snider, p. 220.
69 NCAA Online Database,  Major Infractions Database,  October

11, 2004, available online  http://www2.ncaa.org/legislation_and_

governance/compliance/major_infractions. html.

70 NCAA Report, "Institutions with Major Infractions," October

11, 2004, pp. 1-7, available online at  https://goomer.ncaa.org/

dev60cgi/rwcgi60?p_mostinf.

71 UNC-General Administration, "Policy on Intercollegiate Ath-

letics," adopted October 11, 1985, Chapel Hill, NC, pp. XI-A-1

through XI-A-4.
72 Ibid.,  p. XI-A-4.
73 Ibid.

74 Peter Golenbock,  Personal Fouls: The Broken Promises and

Shattered Dreams of Big Money College Basketball at Jim Valvano's

North Carolina State,  Carroll & Graf Publishers, New York, New

York, 1989.
71 Detailed in the Poole Commission Report, as summarized by

Steve Riley, "Final shoe drops in NCSU basketball scandal: Poole

documents released after 2-year fight,"  The  News  & Observer,  Ra-

leigh, NC, March 21, 1992, p. IA.

76 See  News and Observer Publishing Company v. Poole, 330

N.C. 465, 412 S.E.2d 7 (1992), p. 471.
77 Riley, note 75 above.
78 Ibid.  Records showed that of the 54 players who played for

Valvano and for whom SAT scores were available, the entrance exam

scores ranged from 470 to 1,190. The top score for the test is 1,600,

and showing up for the test earns 400 points.
79 Ibid.

80 NCAA Committee on Infractions,  North Carolina State Univer-

sity Infractions Report,  National Collegiate Athletics Association,

Mission, Kansas, December 12, 1989, p. 1.

8' See UNC General Administration, note 71 above, `Policy on

Intercollegiate Athletics," adopted August 25, 1989, Chapel Hill, NC

p. XI-B-1.
82 The Code,  Appendix 1, Section XIII, note 67 above.

83 Ibid.  "Board of Governors Guidance on Employment Contracts

with Head Athletic Coaches and Related Issues," adopted February

8, 1991, Chapel Hill, NC, p. XI-C-3.

14 Ibid.  "Approval of Head Coaches' and Athletic Directors' Con-

tracts," adopted May 11, 1990, Chapel Hill, NC, p. XI-C-1.
83 Ibid.,  pp. XI-C-3 through XI-C-5.
86 The Knight Foundation Commission on Intercollegiate Athlet-

ics,  Keeping Faith With the Student-Athlete: A New Model for Inter-

collegiate Athletics,  Charlotte, NC, March 1991, pp. 18 and 26, pub-

lished in "The Reports of the Knight Commission on Intercollegiate

Athletics," available at Web site  www.knightfdn.org.
s7 Ibid.,  Introduction, p. 17.
88 Ibid., p. 18.
89 Ibid., p. 19.

90 The Knight Foundation Commission on Intercollegiate Athlet-

ics, A  Solid Start: A Report on Reform of Intercollegiate Athletics,

March 1992, published in "The Reports of the Knight Commission

on Intercollegiate Athletics," note 86 above.

91 The Knight Foundation Commission on Intercollegiate Athlet-

ics, A  New Beginning for a New Century: Intercollegiate Athletics

in the United States,  March 1993, published in "The Reports of the

Knight Commission on Intercollegiate Athletics," note 86 above.
92 William C. Friday and Theodore M. Hesburgh, Co-Chairmen,

Knight Commission on Intercollegiate Athletics, Letter of Transmit-

tal of the final (1993) report to Mr. Lee Hills, Chairman, Board of

Trustees, John S. and James L. Knight Foundation, Miami, FL,

March 18, 1993.
93 The 2000 Commission also had the same Co-Chairmen as had

served previously, Father Theodore Hesburgh of Notre Dame and

North Carolina's William Friday. Former N.C. Central University

Chancellor LeRoy Walker, Wake Forest President Thomas K. Hearn

Jr., and UNC-CH General Alumni Association President Douglas

Dibbert also served on the Commission. Thus, North Carolina had

four of the Commission's 27 members.
94 Trudier Harris, as quoted in Ann Blythe, "Fallout follows

coach's firing,"  The News & Observer,  Raleigh, NC, Nov. 23, 2000,

pp. lB and 7B.
9s Editorial, "A disappointing call,"  The News & Observer,  Ra-

leigh, NC, Nov. 22, 2000, p. 16A.
96 Ned Barnett and Jane Stancill, "ACC joins athletics 'arms

race,"'  The  News &  Observer,  Raleigh, NC, Dec. 3, 2000, p. Al.

97 The Knight Foundation Commission on Intercollegiate Athlet-

ics, A  Call to Action: Reconnecting College Sports and Higher Edu-

cation,  June 2001, p. 4, available at Website  www.knightfdn.org.
98 Ibid.,  and as quoted in "News Release: Knight Commission Pro-

poses Penalties for Colleges Whose Athletes Fail Academically; Pur-

sues Other Major Reforms of College Sports," July 16, 2001, p. 2.
99 Douglas S. Dibbert, "College sports for college students,"  The

News & Observer,  Raleigh, NC, July 15, 2001, p. 31A.

100 Knight Foundation Commission, News Release, note 98 above,

p. 2.

101 Knight Foundation Commission 2001 report, note 97 above, p. 24.

102 Knight Foundation Commission, News Release, note 98 above.
103 Knight Foundation Commission 2001 report, note 97 above, p. 4.

104 Interview of William C. Friday with host Mary Hartnett on

"The State of Things," WUNC-FM radio, Chapel Hill, NC, March

28, 2002.
1° James L. Shulman and William G. Bowen,  The Game of Life:

Chapter 5 237



College Sports and Educational Values,  Princeton University Press,

Princeton, New Jersey, 2001.

106 "The prisoner's dilemma (attributed to A. W. Tucker)  is an il-

lustration of a two-person noncooperative, nonzero-sum game; non-

cooperative because agreements are not binding (or enforceable), and

nonzero-sum because it is not the case that what one person gains

the other loses. Thus imagine two prisoners who are brought before

the attorney general and interrogated separately. They both know

that if neither confesses, they will receive a short sentence for a lesser

offense and spend a year in prison; but that if one confesses and turns

state's evidence, he will be released, the other receiving a particu-

larly heavy term of ten years; if both confess each gets five years.

In this situation, assuming mutually disinterested motivation, the

most reasonable course of action for them - that neither should con-

fess - is unstable.... To protect himself, if not to try to further his

own interests, each has a sufficient motive to confess, whatever the

other does. Rational decisions from the point of view of each lead

to a situation where both prisoners are worse off." From John Rawls,

A Theory of Justice,  The Belknap Press of Harvard University Press,

Cambridge, MA, 1971, p. 269.

107 As quoted in Eric Ferreri, "Hot UNC gear sales may cool off:

Officials point to changing fashions, economy, athletic perform-

ances,"  The Chapel Hill Herald,  September 28, 2003, p. 1.

108 James  J. Duderstadt,  Intercollegiate Athletics and the American

University: A University President's Perspective,  The University of

Michigan Press, Ann Arbor, Michigan, 2000, pp. 257-258.

109 Ned Barnett and Jane Stancill, "ACC joins athletic arms race,"

The News & Observer,  Raleigh, NC, Dec. 3, 2000, p. IA.

110 N.C. State University, "Fox outlines vision for N.C. State,"

NCSU Bulletin Online,  Raleigh, NC, April 17, 1998, p. 2, available

at  http://www.ncsu.edu.

11 Jane Stancill and Barbara Barnett, "Gridiron grad rates don't

make the cut,"  The News & Observer,  Raleigh, NC, February 19,

2003. See also Richard Lapchick,  Keeping Score When It Counts:

Graduation  Rates  for the 2002-03 Bowl Bound College Football

Teams,  Institute for Diversity and Ethics in Sport, University of Cen-

tral Florida, Orlando, Florida, December 2002, p. 5; Press Release,

"UCF Study Looks at Diversity in Campus Leadership, Graduation

Rates for 2003-04 Bowl-Bound College Teams," Institute for Diver-

sity and Ethics in Sport, University of Central Florida, Orlando,

Florida, December 22, 2002, p. 5; Press Release, "Knight Commis-

sion  Study Finds Two-Thirds of Men's Teams Would Be Ineligible

for NCAA Basketball Tournament," Knight Foundation Commission

on Intercollegiate Athletics, Miami, Florida, March 18, 2004, p. 4.

112 Chip Alexander, "Gator grabs Wolfpack,"  The News & Ob-

server,  Raleigh, NC, November 27, 2002, p. 1C.

113 "Colloquy: an online discussion on the Knight Foundation's

plans to reform intercollegiate athletics,"  The Chronicle of Higher

Education on the Internet,  Daily Report, July 4, 2001, published at

www.  chronicle. com/colloquy/2001/sports.

14 Ibid.  See also Welch Suggs, "How the Knight Commission's

Report Played in Peoria (or Champaign): College Presidents share

panel's goals but face pressure not to change too much,"  The Chronicle

of Higher Education,  Washington, DC, July 13, 2001, p. A37.
115 Staff reports, "Council calls for sweeping athletic reforms,"  The

Chapel Hill News,  Chapel Hill, NC, December 12, 2001, p. A3. See

also "Footnotes - Triangle Colleges and Universities,"  The News

& Observer,  Raleigh, NC, December 19, 2001, p. 6B.

16 As quoted in Jane Stancill, "Faculty wants athletics reined in,"

The News & Observer,  Raleigh, NC, December 8, 2001, p. IB.

17 Robbie Pickeral and Chip Alexander, "Williams signs deal at

UNC,"  The News & Observer,  Raleigh, NC, September 18, 2003, p. 1C.

18 Jane Stancill, "Williams' deal rankles,"  The News & Observer,

Raleigh, NC, September 18, 2003, p. 13C.

19 Tim Peeler, "ACC Expansion: Athletics Director Takes Stock

of Impact on the Pack,"  NC State: The Alumni Magazine of NC State

University,  Raleigh, NC, Autumn 2003, p. 26.

120 Jane Stancill and Barbara Barnett, "Some fret about ACC ex-

pansion,"  The News & Observer,  Raleigh, NC, May 15, 2003, p. IA.
121Ibid.
122 Lucianna Chavez, "NCAA leader still optimistic,"  The  News &

Observer, Raleigh, NC, September 5, 2003, p. 6C.

123 Ned Barnett, "ACC jumble lamented,"  The News & Observer,

Raleigh, NC, June 29, 2003, p. IA.

11 Board of Governors of UNC,  The Code,  note 5 above, Appen-

dix 1, Delegations of Duty and Authority to Boards of Trustees, Sec-

tion VIII, p. 41.
125 Data on the unduplicated enrollment in all UNC  remedial

courses in the 14-year span between 1985-86 and 1999-2000 show

that such enrollment was at its highest in both the fall and spring

semesters in 1986-87. The new minimum admissions standards were

adopted in the summer of 1987 and took effect with the fall 1990

semester.
126 UNC Board of Governors,  Administrative Memoranda 251 and

252, adopted July 31, 1987, Chapel Hill, NC, now codified as UNC

General Administration,  The Administrative Manual,  "Administrative

Policy on Minimum Undergraduate Admission Requirements,"

pp. VII-B-3 through VII-B-5.

127 UNC General Administration, Program Assessment and Public

Service Division,  Institutional Profiles: University of North Caro-

lina,  2000-2001 Edition,  Chapel Hill, NC, Appendix F, available at

www.  nor:hcarolina. edulpres/publications.
128 Ibid.  According to the study, the freshman-to-sophomore re-

tention rate for students meeting only the old minimum UNC admis-

sions requirements was 66.7%, compared to a retention rate of 81.8%

for students who met the new standards.
129 UNC General Administration,  Remediation Trends:  Presenta-

tion to Board of Governors, Report to the Board of Governors on

Remedial Instruction, University of North Carolina, 1999-2000,

Chapel Hill, NC, May 11, 2000, pp. 1 and 2. See especially Table

1, "Summary Report on Remediation Offered by the University of

North Carolina by Institution, Fall 1999 and Spring 2000," and Table

2, "Remediation Trends in the University of North Carolina, 1985-

1986 through 1999-2000." The figures from fiscal year 2002-03 are

from the Remediation/Developmental Activities Report to the Board

of Governors, March 2004.

11' UNC General Administration,  Institutional Profiles,  note 127

above.

"' UNC General Administration,  Remediation Trends,  note 129

above, Table 1.
132 Eva Klein & Associates for KPMG Peat Marwick for North

Carolina General Assembly Government Performance Audit Com-

mittee, "The Continuum of Education Programs and Intersystem

Governance," Raleigh, NC, December 1992, p. 12.7.

House Bill 1211, Section 2, of the 2001 N.C. General Assembly.
13a Dan Kane, "Bill seeks to sap strength of SAT scores in N.C.,"

238 PAIWI 01 The  Powers and the Duti e s of the UDC Board of Governors



The News & Observer, Raleigh, NC, May 20, 2001, p. Al.
135 Section 1(a) of House Bill 1246 (Edition 1) of the 2001 N.C.

General Assembly.

136 Dan Kane, note 134 above, and UNC-CH General Alumni As-

sociation, "Legislation Calls for Review of SAT, End-of-Course

Tests,"  From the Hill Online,  Chapel Hill, North Carolina, June 15,

2001.
'37 Chapter 312 (HB 1246), section 1(b) of the 2001 N.C. Session

Laws.

138 UNC-CH General Alumni Association, "Legislation Calls for

Review of SAT, End-of-Course Tests," note 136 above.
139 UNC Board of Governors,  "Report on Measures Used in Deci-

sion  Making for Incoming Freshmen for  Admission  and Placement:

Final Reportfor House Bill 1246, General Assembly of North Caro-

lina,  Session Laws 2001-312, Submitted to Joint Legislative Education

Oversight Committee by the University of North Carolina Board of

Governors, "  Chapel Hill, North Carolina, December 1, 2003, p. 3.

140 UNC General Administration,  The Administrative Manual,  note

126 above, "Administrative Policy on Minimum Undergraduate Ad-

mission Requirements," adopted January 13, 1995, pp. VII-A-1

through VII-A-7.

141 Cynthia Barnett, "Broad takes on tough issue,"  The News &

Observer, Raleigh, NC, December 7, 1997, p. IA.
'42 Hopwood v. State of Texas,  78 F.3d 932,  cert. denied,  518 U.S.

1033 (1996).
143 Cynthia Barnett, "Backing off race-based remedies,"  The News

& Observer,  Raleigh, NC, November 23, 1997, p. IA.
144 UNC-CH Faculty Council, "Resolution 98-6, Faculty Statement

on Principles of Service, Diversity and Freedom of Inquiry," Chapel

Hill, NC, adopted April 24, 1998.
'45 Ibid.  See also Jane Stancill, "Plea for diversity issued at UNC-

CH,"  The News & Observer,  Raleigh, NC, April 25, 1998, p. 3B.
146 UNC-Chapel Hill, "Report of the Chancellor's Minority Affairs

Review Committee," Chapel Hill, NC, March 9, 2000, p. 4, avail-

able online at  www.unc.edu/minaff/report.

147 UNC General Administration,  Institutional Profiles,  note 127

above, p. 1.
'48 UNC Board of Governors,  Minutes of the February 9, 2001

Board of Governors Meeting,  UNC General Administration, Chapel

Hill, NC, p. 3.
149 Office of the President, "Increasing Access to and Diversity

within the University of North Carolina: A Program for Continuing

Achievement," Chapel Hill, NC, June 7, 2001, p. 3.
1s° Ibid.,  pp. 4-9.

15' Solow, note 19 above, p. 50.

152North Carolina v. U.S. Dep't of Education,  No. 79-217-CIV-5

(E.D.N.C. 17 July 1981), Consent Decree, pp. 21-22. For a sum-

mary of the events leading to adoption of the consent decree, see

Solow, note 19 above, p. 50.
153 Molly Broad, "The university system's president responds,"

The Charlotte Observer,  Charlotte, NC, June 30, 1998, p. 13A.
'14 Alan Zagier, "Maverick approach costs UNC professor a vice

provost role,"  The News & Observer,  Raleigh, NC, Aug. 14, 1999,

p. 113.
155 As quoted first in Jane Stancill, "UNC-CH lobbied for tuition

freedom,"  The News & Observer,  Raleigh, NC, May 13, 2005,

p. 16A, and later in Chris Day, "Broad pans tuition autonomy plan,"

The Daily Advance,  Elizabeth City, NC, August 2, 2005, p. 1.

156 As quoted in Jane Stancill, "Board opposes tuition move,"  The

News & Observer,  Raleigh, NC, May 14, 2005, p. 113.

157  As quoted in staff and wire reports,  The News-Topic,  Lenoir,

NC, July 24, 2005.
'S8 As quoted in Stancill, note 156 above, p. 6B, and Jane Stancill,

"Leader: Tuition plan is a no-go,"  The News & Observer,  Raleigh,

NC, August 5, 2005, p. 22A.

159 Editorial, "Tuition test,"  The News & Observer,  Raleigh, NC,

September 29, 2005.

160 Editorial, "Better as one,"  The Daily Reflector,  Greenville, NC,

September 27, 2005.
161 Editorial, "Tuition-raising decisions should continue to reside

with UNC board of governors,"  Asheville Citizen-Times,  Asheville,

NC, May 17, 2005.
162 Editorial, "Athletic booster clubs would be the biggest benefi-

ciaries of cuts in university tuitions,"  The Dispatch,  Lexington, NC,

May 18, 2005.
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Charlotte Observer,  Charlotte, NC, May 31, 2005.
164 Paul Fulton, "Planning university's financial needs,"  Winston-

Salem Journal,  Winston-Salem, NC, June 1, 2005.
165"Don't Threaten UNC Board: Tuition Policy Changes Could

Begin Dismantling of Governing Board," statement signed by former

NC Governors Bob Scott, Jim Holshouser, Jim Hunt, and Jim Martin,

and former Lieutenant Governors Pat Taylor, Bob Jordan, Jim

Gardner, and Dennis Wicker, published on the editorial page of  The

Charlotte Observer, Charlotte, NC, July 31, 2005.
166Session Law 2005-276 (Senate Bill 622), section 9.27(a), p. 105.

167 This includes the University of California-Merced, which did

not formally open until 2005, as an extensive research institution.

The University of California at San Francisco is an intensive research

institution, as is California State University affiliate San Diego State

University.
168 Waller  et al.,  note 1 above, p. 72.

169 Faculty salary statistics for 2003-04 are from the U.S. Depart-

ment  (www.ed.gov),  as reported in  The Chronicle of Higher Educa-

tion Almanac Issue 2005-2006,  August 26, 2005, Washington, DC,

2005, pp. 37-100. Figures cover full-time members of the instruc-

tional staff on 9- and 10-month contracts only. Figures do not in-

clude salaries of medical school faculty members. The average for

all faculty members includes the categories of instructors, lecturers,

and faculty members without ranks.

170 This includes the University of California-Merced, which did

not formally open until 2005, as an extensive research institution.

The University of California at San Francisco is an intensive research

institution, as is California State University affiliate, San Diego State

University.

171 "America's Best Colleges - 2003,"  U.S. News and World Re-

port,  September 1, 2003, available online at  http://www.usnews.com.

172 Press Release, "Wall Street Journal Ranks MBA Program No.

10," University of North Carolina at Chapel Hill, Kenan-Flagler

Business School, Chapel Hill, North Carolina, September 18, 2003,

p. 1.

173 For the complete report, which was published in September

2000, see Website  www.usnews.com/usnews/edu.
174 Jane Stancill, "UNC-CH is rated No. 1 in value,"  The News &

Observer, Raleigh, NC, January 10, 2006, p. 1B.
'75 In the 1960s, East Carolina College in Greenville was one of the
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most rapidly growing schools in North Carolina. Much of its growth

was due to Leo Jenkins, who served as President from 1960 to 1978.

In the late 1960s, Jenkins launched a drive to establish a two-year

medical program in Greenville and full university status for East

Carolina. Full university status was granted in 1967 by the legislature

in a bill that also extended university status to Western Carolina Teach-

ers College in Cullowhee, Appalachian State Teachers College in

Boone, and North Carolina Agricultural and Technical State College

in Greensboro.

176 Thad Beyle, note 62 above, and Waller, Hale, and Watts, note

63 above.

177 Official records of state budget data for this report were pro-

vided to the N.C. Center for Public Policy Research by the N.C.

Office of State Budget and Management (OSBM). The Center cal-

culated the nominal  annual  percentage change figures. This meth-

odology is based on Aaron Wildavsky,  The Politics of the Budget-

ary Process,  Little, Brown and Company, Boston, Massachusetts,

1979, p. 17. Wildavsky writes, "Fair share means not only the base

an agency has established but also the expectation that it will receive

some proportion of funds, if any, which are to be increased over or

decreased below the base of the various governmental agencies. Fair

share, then, reflects a convergence of expectations on roughly how

much the agency is to receive in comparison to others."

18 Ibid.  OSBM data. Enrollment figures for the campuses are as

reported by U.S. Department of Education Office of Civil Rights

(Compliance Report of Institutions of Higher Education) and Univer-

sity of North Carolina Office of the President,  University of North

Carolina Fall 2003 Enrollment Report,  University of North Carolina,

Chapel Hill, NC, November 13, 2003, Attachment 1, pp. 1-7.
179 Waller  et al.,  note 1 above, p. 71.

160 As quoted in  Ibid.,  pp. 71-72.

18' As quoted in Patrick Healy, "Michigan State U's Political

Coups Provoke Anger,"  The Chronicle of Higher Education,  Wash-

ington, DC: August 18, 1995, p. A25.

182 Sara Hebel, "Critical Report on CUNY Ignites Debate on Mis-

sion and Direction of the System,"  The Chronicle of Higher Educa-

tion,  Washington, DC: June 18, 1999, p. A38 and recounted in

Waller  et al.,  note 1 above, pp. 72-73.

Dditheseplaces only  preach and  never perform? Are they havens for  the trivial
!_j,11 1 It t . , ;

pursiut . of the  privileged ,  or do they still teach necessary skills ,  some sense of

tr'aditio 'n, some values that are recognizable ?  Is the commercialization of "students"
i {

athletics for revenue really a, legitimate function of a university ?  In short ,  is this

historically valued way of entering American society, this means to making yourself

into someone who can be productive as a person and useful as a citizen  -  a college

education really worth it ?  Or has the system become so concerned with its own

squabble and perquisites and weird  forms of job  security ,  so obsessed with

'maintaining ,  itself as a system ,  that it is beyond accountability and not worth the

tremendo 'us?investment it constantly requires ?  And the question beneath all the

questions is, What is the purpose of your college or university ?  You have not told us,

educators and administrators ,  and we can no longer see or know the point.

- FORMER YALE UNIVERSITY PRESIDENT A. BARTLETT GIAMATTI

A FREE AND ORDERED SPACE:

THE REAL WORLD OF THE UNIVERSITY
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Sidebar 5.2

Rankings of Colleges and Universities by
U. S. News & World Report  and Others

W hen people speak of "college rankings,"they usually mean  U.S. News & World

Report's  "America's Best Colleges" rankings of un-
dergraduate colleges and universities.'  U.S. News &
World Report  has published a number of different
rankings of schools, but none as well known as their
America's Best Colleges  series. Initially published
in 1983, the rankings have become an annual event.
The magazine generally publishes an issue with the
rankings as a cover story and then produces an an-
nual guidebook on colleges. The success of the se-
ries has inspired any number of magazines and groups
to publish college rankings as well, including
Kiplinger's Personal Finance, Money, The Princeton
Review, The Wall Street Journal,  and  The Washing-
ton Monthly.

The editors of U.S.  News & World Report  pro-

duce their rankings to provide comparative informa-
tion about the perceived academic quality of schools
in order to benefit students and their families and to
assist them in making informed decisions about their
educational choices. Explaining that there is an ac-
tive and ongoing debate about how to best measure
quality in education,  U.S. News & World Report  fre-
quently changes its methodology for the stated pur-
pose of better serving readers. The magazine is not
interested in examining a school's movement over
time within their rankings, but in providing informa-
tion they believe prospective students and their fami-
lies need at the time when the students are choosing
schools.  U.S. News & World Report  suggests their
rankings as a starting point for prospective students
and their families to narrow down their list of col-
leges to consider. In addition to the rankings, the
editors suggest that students and families consider the
student's academic and professional ambitions, per-
sonal preferences, financial resources, and scholas-
tic record, as well as each school's size, atmosphere,
and location.

Methodology of  U.S.  News  Rankings

Prior to ranking schools,  U.S. News &  World Report
first places  1,400  colleges into categories based on
their missions. For example ,  they differentiate
whether a school is a research university or a liberal

arts college and further separate universities offering
a range of graduate programs from colleges focusing
on undergraduate education. The magazine's editors
then divide these groups into four geographical re-
gions - North, South, Midwest, and West. The edi-
tors only compare master's universities and compre-
hensive colleges against other schools in the same
group and region. The editors believe this system of
categorization better allows students and families to
compare schools with similar missions. In addition
to the multi-tiered system, the magazine also provides
150 category -specific rankings, such as "best value,"
southern universities, top schools for undergraduate
aerospace engineering, etc.

This initial classification system means that a
particular school will either be considered a National
University-Doctoral; a Liberal Arts College-
Bachelor's; a University-Master's (by region); or a
Comprehensive College-Bachelor's (by region). The
editors have changed the names of these categories
over the years, and schools have moved in and out
of basic categories as well.

For placement in the first category, National Uni-
versities-Doctoral, the school must provide a full
range of undergraduate majors, as well as master's
and doctoral degrees. In many cases, these schools
place strong emphasis on research and receive fed-
eral money to support their research endeavors.  U.S.
News & World Report  rates 162 public and 87 pri-
vate schools in this category. For  U.S. News & World
Report  to classify a school as a Liberal Arts College-
Bachelor's, the school must award at least 50 percent
of its degrees in liberal arts disciplines, such as lan-
guages and literature, biology and life sciences, phi-
losophy, cultural studies, and psychology. The maga-
zine recognizes 218 schools in this category, only 21
of which are public. It chose not to rate four of these
schools, one of which is the N.C. School of the Arts.
The magazine defines Universities-Master's as
schools that offer a full range of undergraduate pro-
grams and provide graduate education at the master's
level, but offer few, if any, doctoral programs. The
editors rate 573 regional master's universities, of
which 259 are public. The fourth broad category,
Comprehensive Colleges-Bachelor's is comprised of
322 schools, of which 54 are public that grant fewer
than 50 percent of their degrees in liberal arts

-continued
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disciplines. This category includes institutions that
provide technical or professional education, but at
least 10 percent of the awarded degrees awarded are
undergraduate bachelor's.

U.S. News & World Report's  staff gathers data
on 16 indicators of academic excellence about. each
school. They assign each indicator a weight,, based
on their opinion of the importance of each'factor.
They then rank the colleges based on this weighted
score. They publish the numerical rank of the most
highly rated 25 percent of schools in each category.
Of the 75 percent of schools they decline to rank
numerically, the magazine only reveals whether the
schools fall into the second, third, or fourth tier of
rankings and publishes an alphabetical list for each
tier.

U.S. News & World Report  advises its readers
against tracking a college's annual movement in its
rankings, because, they insist, the rankings are de-
signed to help prospective students and their families
select a college that best meets their individualized
needs at the time they are selecting a school.' How-
ever, policymakers, university administrators, and the
media frequently find it difficult to resist the temp-
tation to draw conclusions from year-to-year compari-
sons of a college's position in the rankings,,even
when the methodology for those rankings changes
from year to year.' For example, in 2003, the maga-
zine eliminated consideration of a college's "yield
rate," the percentage of students admitted who actu-
ally attend the school, as a part of the rankings.

Use 09 hq G°3ankgngz M N.C.

Regardless of methodological cautions, North Caro-
lina policymakers, university administrators and pun-
dits frequently cite the year-to-year comparisons
when discussing the University of North Carolina
campuses. For example, in 2001, N.C. Senate Presi-
dent Pro Tem Marc Basnight and former UNC-
Chapel Hill trustee Walter R. Davis pointed to UNC
Chapel Hill's decline in  U.S. News & World Report's
rankings as a reason to study the structure and pow-
ers of the UNC Board of Governors. "I'm dissatis-
fied with the condition of the university and the di-
rection we're moving - we all should be," said

Basnight. "We've gone from ninth to 281 in 15
years"'

Campus administrators often make year-to-year
movement in the rankings a public goal. Former N.C.
State University Chancellor Marye Anne Fox said she
wanted to improve NCSU's ranking among all pub-
lic universities, but specifically with other land grant
colleges such as Georgia Tech by increasing the quan-
tity of research on campus, by improving student and
faculty quality, and by raising more private funds.5
Former UNC-CH Chancellor Michael Hooker vowed
to take the Chapel Hill campus to the top of the  U.S.
News  rankings.'

In 1991, UNC President C.D. Spangler, former
UNC-CH Alumni Association president Robert
Eubanks, and former UNC-CH Chancellor Christo-
pher Fordham held a press conference about the  U.S.
News & World Report  rankings, where Fordham
called the magazine's guide "arbitrary, subjective, and
seriously flawed."'

C IM0008MZ 09 Me  U.0.  OGN70
Rankings

The  U.S. News and World Report  rankings are so
widely disseminated that they frequently inspire pub-
lic debate about their proper application. The Asso-
ciation of Governing Boards of Colleges and Univer-
sities conducted a survey of college presidents and
found that 54 percent of the 241 presidents respond-
ing said that the  U.S. News  rankings do not "accu-
rately reflect the quality of [an] institution relative to
its peers."8 And, nearly one-third of the presidents
said they thought most institutions did not provide
accurate data to  U.S. News.

In a 2001 article appearing in  The Washington
Monthly,  Amy Graham, the former director of data
research for  U.S. News and World Report,  writes that
the rankings fall short of delivering on the laudable
goal of public accountability. Graham says, "... [the
U.S. News  ranking system] pays scant attention to
measures of learning or good educational practices,
even as it neatly ranks colleges in long lists of the
sort that Americans love. It could be a major part of
the solution; instead, it's a problem."9 Graham con-
tends that the rankings primarily reflect the achieve-
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ment of high school students a school admits, its
wealth, and its reputation. She characterizes this bias
saying, "That's like measuring the quality of a res-
taurant by calculating how much it paid for silverware
and food: not completely useless, but pretty far from
ideal."

Graham says that seven percent of a college's
score comes from its average faculty salary, which
she contends varies inversely with student satisfac-
tion and learning and actually is only a reflection of
the degree to which an institution focuses on research.
Additionally, Graham argues that the rankings reflect
academia's bias in favor of research over teaching in
the twenty-five percent of a college's score that de-
rives from a survey of university administrators about
the reputation of peer schools.

In 1997,  U.S. News & World Report  commis-
sioned a study by the National Opinion Research
Council (NORC) to assess the rankings. In addi-
tion to a number of statistical and procedural rec-
ommendations, NORC suggested that the magazine
focus more on learning, specifically suggesting the
addition of measures to assess student experience
and curriculum.10

An earlier  Washington Monthly  article by

Graham's co-author on the 2001 critique, Nicholas
Thompson, reported that a number of schools have
changed policies and priorities as a means to improve
their  U.S. News  rankings. Thompson says a number
of colleges began offering "early decision" programs
when the magazine began factoring in the percent-
age of students who accepted admission offers."
Additionally, Thompson says the "percentage of
alumni who give" is a measure that colleges attempt
to manipulate in order to improve their ranking. As
a student at Stanford, he says he was paid to phone
alumni asking for money, and he was instructed to
"mention that any donation would increase our  [U.S.
News & World Report]  ranking."

Based largely on the Graham and Thompson es-
says, the  New York Times  editorial page leveled harsh
criticism at the  U.S. News & World Report  rankings,
saying, "The rankings make up in visibility what they
lack in precision. Not always happily, college admin-
istrators admit that the rankings influence their ap-
plication flow, alumni giving and faculty recruiting.
At least two schools - the University of North Caro-
lina and Ohio State - designed institution wide strat-

egies just to boost their ratings. Such efforts will not
always be in students' best interests. The easiest way
to move up the tables may be to increase alumni do-
nations, one of the rankings' seven main ingredients.
But it is far from clear how much that helps current
undergraduates. "12

UNC-CH Chancellor James Moeser responded in
a letter to the  New York Times,  acknowledging that
UNC-CH developed a proposal to boost its rankings
in the mid-1990s, but denied that the proposal became
practice or policy. He emphasized that he does not
wish his campus to focus on "journalistic rankings.""
However, the following week, UNC-CH issued a
press release promoting the fact that UNC-CH had
moved up in the year-to-year comparisons of the
rankings. 14

In Ohio, a public university is using the U.S.
News  rankings as part of an assessment system.
Ohio State University has launched a new program
that offers financial incentives to academic depart-
ments to improve their positions in rankings com-
piled by  U.S. News & World Report  and the National
Research Council.15

There is a long history of public criticism of the
rankings. In 1996, then-President of Stanford Uni-
versity Gerhard Casper wrote  U.S. News and World
Report  editor James Fallows, saying, "As the presi-
dent of a university that is among the top-ranked uni-
versities, I hope I have the standing to persuade you
that much about these rankings - particularly their
specious formulas and spurious precision - is utterly
misleading. I wish I could forgo this letter since, after
all, the rankings are only another newspaper story.
Alas, alumni, foreign newspapers, and many others
do not bring a sense of perspective to the matter. I
am extremely skeptical that the quality of a univer-
sity - any more than the quality of a magazine - can
be measured statistically. However, even if it can, the
producers of the  U.S. News  rankings remain far from
discovering the method"16

In 1997, the director of public affairs for Harvard
University criticized the  U.S. News and World Report
rankings because they often contain broad year-to-year
jumps by respected institutions. He said, "Obviously
schools like Harvard, Stanford, and Princeton do not
change dramatically in a year or two - it takes de-
cades. Everyone has a question about the beauty
contest aspect of it."17  -continued
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Also in 1997, Alma College president Alan J.
Stone led an unsuccessful effort among peer liberal
arts colleges to boycott the  U.S. News  survey, saying
the data collection and weighting "simply missed the
mark" and that the magazine's updated methodology
"was so subjective, it is ridiculous." Stone added, "I
don't think they  [U.S. News & World Report]  have a
clue as to what quality is."18

However, institutions whose leaders have sharply
criticized the survey are not above using positive
news from the survey to their advantage. For ex-
ample, in September 2001, Stone's successor as Alma
College President, Saundra J. Tracy, touted the
school's favorable movement in the  U.S. News
rankings, saying the revised rankings "contained very
good news for Alma College.""

Colin Diver, president of Reed College, says that
Reed has declined to fill out  U.S. News  peer evalua-
tions and statistical surveys for 10 years. He gives
three reasons. First,  U.S. News'  one-size-fits-all rank-
ing scheme penalizes schools like Reed that strive to
be different. Second, Diver says "the rankings rein-
force a view of education as strictly instrumental to
extrinsic goals such as prestige or wealth." Third, he
says the rankings create powerful incentives to ma-
nipulate data and distort institutional behavior for the
sole or primary purpose of inflating one's score.20

Peterson's, the publisher of the  Guide to Four-
Year Colleges  declines to publish college rankings.
The editors say, "Ranking, in addition to being sta-
tistically impossible, distorts the entire admissions
process. Every student is an individual with indi-
vidual needs in regard to friends, campus atmosphere,
faculty attention, and available facilities. What is a
great college for one student can be a disaster for
another."21

Mhal?  Gman( unglz  ®ff 000092GO

In addition to  U.S. News and World Report,  others
rank colleges as well. For example, the  Princeton
Review  has 64 lists that rank schools by academics,
campus politics, demographics, extracurricular activi-

ties, and quality of life.  Black Enterprise  magazine
ranks the 50 best colleges for African Americans
based on academics, social life, and the number of
black students who enroll and graduate.

The Washington Monthly  issued its first college
rankings in 2005, saying, "While other guides ask
what colleges can do for students, we ask what col-
leges are doing for the country," using three criteria.
"Universities should be engines for social mobility,
they should produce the academic minds and scien-
tific research that advance knowledge and drive eco-
nomic growth, and they should inculcate and encour-
age an ethic of service."22 UNC-Chapel Hill finished
25th, N.C. State was 7811, East Carolina was 1871, and
UNC-Greensboro was 2181 among the 245 national
universities ranked by  The Washington Monthly.
Among the 200 liberal arts colleges, UNC-Asheville
was ranked 155`h.

Finally, the nonprofit National Center for Pub-
lic Policy and Higher Education ranks states rather
than individual colleges and universities. It grades
states from A to F in six categories:

  Preparation:  How adequately are students in each
state being prepared for education and training
beyond high school?

  Participation:  Do state residents have sufficient
opportunities to enroll in education and training
beyond high school?

  Affordability:  How affordable is higher education
for students and their families?

  Completion:  Do students make progress toward
and complete their certificates and degrees in a
timely manner?

  Benefits:  What benefits does the state receive as
a result of having a highly educated population?

  Learning:  What is known about student learning
as a result of education and training beyond high
school?

North Carolina received a B in preparation, a C+ in
participation, a D- in affordability, a B in completion,
a C in benefits, and, like most states, an Incomplete
in learning.23
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CHAPTE=R SIX.................

Conc lusi ons  and
Rec omm endation s

P ublic university systems around the country are
facing an era of unprecedented challenges - and
North Carolina's 16-campus university system is

no exception . A surge  in enrollments ,  rapid advances
in technology ,  legislative interest in increased account-
ability, and a changing state political climate that now
includes a highly competitive two-party system are
among the factors that will affect university governance
in North Carolina in the coming decades. Marian Gade
writes in her  study of  multi-campus systems that "the
real challenge for multi -campus boards is how to con-
nect their systems with public issues in a long-term sys-
temic  way. Simply  reacting to outside pressures,
whether responding to them or buffering institutions
against them ,  is not enough .  Trustees must help create
the public agenda and make a statement about the im-
portance of maintaining world -class universities to meet
public needs."'

One bright spot is  North Carolina' s long tradition
of support for higher education  -  both from citizens and
their elected representatives . "North Carolina  has a far
better system of higher education than can be expected,
given the wealth of the state ,"  notes James Leutze,
former Chancellor  of UNC- Wilmington.

Leutze's point is underscored by comparisons with
other states. In 2004, the state 's poverty  rate was 111
highest in the nation ,  measuring 14.8 percent .2 Yet, in
2005-2006 , North Carolina ranked sixth among the 50

states in total state funding for higher education, with
appropriations of approximately $2.9 billion per year.'
By contrast, in 2002-03, the state ranked 391 in per
capita spending on pre-kindergarten through twelfth
grade education! The state's average salary for full-time
faculty at four-year public universities was $76,070 in
2003-04, ranking 111' highest in the nation.5 By con-
trast, North Carolina's per capita personal income aver-
aged $29,303, ranking 37th highest in the nation.' Partly
as a result of the N.C. Constitution's provision mandat-
ing that "the benefits of the University of North Caro-
lina and other public institutions of higher education, as
far as practicable, be extended to the people of the State
free of expense," North Carolina's average tuition and
fees for state residents ranked 13th lowest among the
states in 2002-03 at $3,097.'

The challenges facing the university system are
daunting. Finding ways to absorb thousands of new
students, keep up with the rapid pace of technological
change, and secure needed resources at a time when
many in the General Assembly are opposed to raising
state taxes will test the strength of the university gover-
nance system.

In order to maintain and extend public support for
the university system, better govern the 16 campuses, and
deal with key issues facing higher education in the next
decades, some aspects of how the Board of Governors
is selected, how it interacts with the General Assembly,
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and how it interacts with the local campus boards of trust- Three members of the 2001 Board were former leg-
ees should be changed. Based on our research, the North islators.
Carolina Center for Public Policy Research makes the
following recommendations:

Q6®ruo74u®[roso

Selection and Composition of the Board of
Governors

1. The North Carolina General Assembly should en-
act legislation to change the process of selecting
the UNC  Board  of Governors  from having the leg-
islature elect all members of the  Board of Gover-
nors to a system where  the Governor  would ap-
point 24 of the 32 members  with  confirmation by
the state Senate  and House  of Representatives.
Four of  the eight remaining appointments should
be made by the state Senate and four by the
House.  These  changes should be phased in to
avoid loss of momentum and continuity on the
Board.

To recap our findings and the reasons for this rec-
ommendation from Chapter Two:

  In 46 states, governors appoint all or some members
of statewide public higher education boards, with 31
of these states requiring state senate approval of the
gubernatorial appointments. The UNC Board of
Governors is one of only two central, state-level gov-
erning boards to which all voting members are
elected by the legislature.

  The legislature is not doing its job in generating a
large pool of applicants for positions on the Board,
and the legislature is not doing its job in screening
applicants to select the best Board members because
it pays little attention to asking applicants about their
qualifications for the Board, their demonstrated in-
terest in higher education, their views on higher edu-
cation policy questions, or their ideas for improving
the system. Even if the legislative nominating com-
mittees ask for such information, they do not discuss
it or seem to use it in their decisionmaking.

  The selection process has become highly politicized.
UNC Board members and their families gave a total
of $425,720 to state political campaigns between
1995 and 2000, giving the appearance that they can
buy a seat on the Board. And, at least five of the 32
members of the Board of Governors are or have been
lobbyists and thus may have both the University and
corporate or other clients' interests pending before
legislature at the same time. The Political Action
Committees of current or former employers of mem-
bers of the Board of Governors gave an additional
$2 million to state campaigns in the same period.

  The process of election of the Board by the legisla-

0

0

0

ture is increasingly partisan in what is now a two-
party state. Historically, the minority party has been
granted four seats (or 12.5 percent) on the 32-

member board, but the Republican Party now holds
78 seats, or 46 percent, of the 170-member legisla-
ture. Of the state's registered voters, 34.7 percent are
Republicans, as of January 2006. This will increas-
ingly result in higher education policy issues being
turned into partisan disputes.

Advocacy for particular campuses is increasingly
coming back into the process of election of Board
members by the legislature.

Governors are more likely than the legislature to ap-
point a diverse slate of candidates that more accu-
rately reflect the state's demographic make-up by
race and ethnicity, gender, geographic region, and po-
litical party affiliation.

Consistency in higher education policy is desirable,
and it is counter-productive to consistent university
governance to have the Governor making appoint-
ments to local campus boards but not to the statewide
Board of Governors.

In their book on university trustees, Clark Kerr and
Marian Gade recommend that public boards "be of
mixed origin" - with more than one source of appoint-
ment as with  ex officio  members (except individuals who
also control the budget), and as with some elected mem-
bers supplemented by appointed or  ex officio  members
or both."8 The Center recommends that North Carolina
implement a mixed approach by giving the Governor
power to appoint 24 members of the 32-member UNC
Board, with confirmation by the Senate and House. The
current selection process for the local campus boards of
trustees already allows the Governor to appoint mem-
bers of  local  boards. Such a change would make the
process of seeking Board membership less onerous to
qualified persons, many of whom are wary of having to
campaign for seats for weeks in the halls of the Gen-
eral Assembly. And, coupled with Recommendation #2
below, this recommendation will bring more diversity to
the Board of Governors, since the Governor can more
easily present a balanced slate of women, racial minori-
ties, and members of the minority political party.

As noted earlier, North Carolina is one of only two
states  in the nation in which  the legislature  elects all
voting members of the statewide higher education board.
The most frequent practice followed in 46 states is to
have either all or some members of the central higher
education boards appointed by governors, with or with-
out approval of one or both houses of the state  legisla-
ture. In the two  remaining  states, board members are
elected by the public.
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Many legislators, educators, and Board of Gover-
nors members agree that the current system of election
of 32 UNC Board members by the General Assembly
has become too political and does not always result in
the selection of the most effective or representative
Board members. In addition, legislators do not have
or often do not use appropriate criteria when selecting
UNC Board members. One recent candidate for the
Board of Governors told the Center that of the more
than 70 legislators the candidate spoke with in seek-
ing election to a Board seat, only one lawmaker asked
any  questions about the candidate's qualifications, in-
terest in higher education, ideas for improving the
university system, or positions on higher education
issues. That is appalling.

The current system for selection of Board members
also has been criticized for being a system in which
lobbyists have the best chance of being elected to the
Board of Governors. Because they regularly roam the
halls of the General Assembly and because they make
financial contributions to legislators' campaigns, lobby-
ists have a better chance of being elected to the Board
than others. By the time they first seek election to the
UNC Board, many successful applicants have already
established personal and professional relationships with

members of the General Assembly. Five of the 32 vot-
ing members of the 2004 Board of Governors have been
registered lobbyists on behalf of corporations or other
clients.

According to Bob Hall of Democracy South (a non-
profit organization that examines the impact of money
on North Carolina political races), only the N.C. Board
of Transportation has a higher concentration of big po-
litical donors. "As a group, the UNC Board of Gover-
nors is dominated by large campaign donors, and its de-
cisions reflect their perspective," says Hall. "The
legislators who put these donors on the Board depend
on them for campaign [contributions]."

As North Carolina has become a two-party state,
partisan politics also has become a more noticeable fac-
tor in the legislature's choice of candidates for the UNC
Board. Former Rep. Gordon Allen (D-Person) notes that
when the Board of Governors system was created in
1972, the Democratic Party was firmly in power in North
Carolina, and state lawmakers simply did not anticipate
that partisanship would become a factor in elections for
the UNC Board. Allen says, "There was no pressure by
the party then [to support party-backed candidates for
the Board of Governors]. And there was a fair amount
of lobbying of members by members" of the General

The North Carolina House of Representatives.  N.C. is one of only two states where the legislature
elects all voting members of the statewide higher education board.
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Assembly. Allen says, "I can't imagine any process that
has broken down as much as this one has. It's become
a purely political matter." Allen was one of only three
legislators serving in the 2003-2004 General Assembly
who also was a legislator when the UNC Board of Gov-
ernors and the 16-campus university system was created
in 1971.

Upheavals in the political system have the poten-
tial to erode the power and prestige of the university
Board by increasing the number of Board appointments
made for political reasons rather than educational ones.
And the extremely political nature of the Board selec-
tion process leads many observers to believe that a large
number of highly qualified candidates do not seek seats
on the Board because they view the process as demean-
ing and arduous.

Former House Speaker Harold Brubaker (R-

Randolph), who was the Co-Chair of the 2003 House
Select Committee on Board of Governors Nominating,
says, "As a result, you lose good people who are intimi-
dated by the process and do not like coming into a envi-
ronment in which they are unfamiliar." In fact, William
Johnson, a former university Board chair predicts, "If
things continue in the way they've moved along in the

last few years, the Board of Governors will be drastically
altered or abolished."

Senator Tony Rand (D-Cumberland), Chairman of
the Senate Rules Committee since 1999, Majority
Leader, and a former member of the Senate Education
Appropriations Committee, says politicking associated
with the current selection process is a key factor discour-
aging good candidates from seeking service on the
Board of Governors. "It's an unseemly process," he says.
"The people who you hope are most influential and
aware and concerned about North Carolina and its in-
stitutions are not going to come up here beseeching us
for entry into the kingdom of heaven."

He adds, "It would be a more stately process if the
Governor was doing it. The Governor can prevail upon
good people to run for seats. They wouldn't have to
come up here and go through the wrenching process we
have now." Rand says that having the Governor select
UNC Board members also would give the system clearer
lines of accountability because a single person - the
Governor - would have to answer for his or her choices
of University Board members, as opposed to the way
legislators can now deflect criticisms by citing overall
election results.

The UNC  Board of Governors ,  meeting  in Chapel Hill
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2. The Governor  and/or the  General Assembly

should make their appointments more accurately
reflect the  proportions of women and racial and
ethnic minorities in the state 's population, the
proportions of registered  voters  in each political
party  and those who are not affiliated with a po-
litical  party,  and the proportion  of the  population
residing in the western ,  Piedmont ,  and eastern
regions of the state .  North Carolina 's statute
should be amended to  read like Kentucky 's, which
says the Governor  must  "assure broad geographi-
cal and  political  representation;  assure equal rep-
resentation  of the two  sexes, inasmuch as possible;
assure no less than proportional representation of
the two  leading political parties of the [state]
based on the  state's voter  registration; and assure
that appointments reflect the minority racial com-
position of the  [state]:"

As a result of the lawsuit filed on behalf of Walter
Davis, a former member of the Board of Governors,10
challenging the law setting aside all three categories of
guaranteed  seats, as discussed in Chapter Three, the
General Assembly repealed the language in the statute
that required four designated seats for women, four for
racial minorities, and four for the minority political
party. The statute, as amended in 2001, now reads, "In
electing members, the objective shall be to obtain the
services of the citizens of the State who are qualified
by training and experience to administer the affairs of
The University of North Carolina. Members shall be
selected based upon their ability to further the educa-
tional mission of The University through their knowl-
edge and understanding of the educational needs and
desires of all the State's citizens, and their economic,
geographic, political, racial, gender, and ethnic diver-
sity."" While this change abolishes designated seats and
recognizes the value of a diverse Board, it does not give
the legislature a goal and does not deal with the fact that
the legislature has not done a good job historically of
appointing more than just the minimum number of
women, minorities, and Republicans previously required
by statute.

Since 1972, the number of females actually serv-
ing on the Board of Governors has ranged from the statu-
tory minimum of four (12.5 percent) to a high of nine
(28 percent). Women have averaged 19 percent (199 of
1,024) of the Board's voting membership over that 32-
year period. During the same time, the number of Board
members of a minority race has ranged from five (16
percent) to nine (28 percent) Board members, and mi-
norities have averaged 20 percent (207 of 1,024) of the
Board's voting membership over that time. By contrast,
the 2000 Census showed the percentage of women in the
state's population was 51 percent while the proportions
of African-Americans and other minorities totaled 28.9
percent. 12 Thus, in 32 years of electing members of the
Board of Governors, the N.C. General Assembly has

never elected women in proportion to their numbers in
the population (51 percent), and the highest number ever
was 9 women or 28 percent. The legislature has elected
proportional numbers of minorities (28.9 percent of the
state's population) only twice in 32 years - in  1995  and
2001, when it elected nine (28 percent) minority Board
members.  As far as the Center can determine, no per-
son of Hispanic or of Asian ancestry has ever served on
the UNC Board of Governors.

The UNC Board of Governors was cited in a 1999
study by the Women's Forum of North Carolina as one
of the most powerful state boards on which women con-
tinue to be under-represented." Legislation aimed at
moving toward proportional representation for women
on state boards - including the UNC Board of Gover-
nors - was adopted by the 1999 General Assembly, but
that law has no teeth since it states that its purpose is to
"encourage gender equity but is not to direct, mandate
or require such."14 As former Z. Smith Reynolds Foun-
dation executive director and former UNC-Chapel Hill
trustee Tom Lambeth puts it, "Questions get asked in a
group that includes women and minorities that are not
asked if they are not on the board. That seems espe-
cially important when you are talking about higher edu-
cation."

It is also important that the University system be
understood and supported by members of both major
political parties. Prior to legislation passed in Decem-
ber 2001, state law mandated that 12.5 percent (a total
of four seats) of the Board's voting seats be set aside
for members of the political party to which the largest
minority of the members of the General Assembly be-
longs. With only one exception, since the minority party
provision was added to the law in 1971, Republicans
have been the minority party in each session of the N.C.
General Assembly, but their influence is growing. The
number of Republicans in the General Assembly has
risen from 31 of 170 legislators in 1971, to 34 in 1981,
to 53 in 1991, to 73 in 2001. Voters elected 83 Repub-
licans to the 2003 legislature15 and 78 Republicans to the
2005 legislature. The Republican high point was 1995
when the party elected 92 of 170 legislators and con-
trolled the 120-member state House, 68-52. In Janu-
ary 2006, 34.7 percent of the state's registered voters
were Republicans.

The percentage of members of the UNC Board who
are members of the minority party has exceeded 12.5
percent only a few times. For example, in 1997, when
the N.C. House of Representatives was controlled by the
GOP, seven of the House's eight appointees to the Board
were Republicans - the largest group of GOP members
in the Board's history. Nonetheless, the percentage of
seats held by the minority party has always been signifi-
cantly smaller than the minority party's percentage
of registered voters in the state. If the Board of
Governors does not begin to reflect North Carolina's
two-party system, the Board and the University will
retain only the allegiance of Democrats and lose the
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support of Republicans. If former House Speaker
Harold Brubaker's prediction that the Republicans will
eventually control both chambers of the legislature
proves correct, then the University system could suffer
from being associated with Democratic control of the
legislature.

The Center's recommendation also includes a com-
ponent to ensure more geographical balance among the
Board's membership. Currently, statutes governing
higher education boards in 24 states mandate some form
of geographic representation. Most of these statutes
contain language requiring that persons be selected from
the state at large with due consideration for geographic
representation."

The percentage of the state's population that lives
in each region is 22 percent in the west, 48 percent in
the Piedmont, and 30 percent in the east." Of the 31
members of the 1997-98 Board of Governors, (there was
one vacancy) five (16 percent) were from the western
portion of the state, 19 (59 percent) were from the Pied-
mont (Charlotte to Raleigh), and seven (22 percent) were
from eastern North Carolina. Of the 32 voting mem-
bers of the 1999-2000 Board of Governors, four (12.5
percent) were from the western portion of the state, 17
(53 percent) were from the Piedmont, and 11 (34 per-
cent) were from eastern North Carolina." The concen-
tration of the members from the Piedmont increased to
21 members (66 percent) on the 2001-2002 Board, with
the west having two members (6 percent) and the east
having nine members (28 percent). The 2003-04 Board
had five from the west (16 percent), 21 from the Pied-
mont (66 percent), and six members (19 percent) from
eastern North Carolina.

In 1993, brother and sister state Senators Dennis
Winner (D-Buncombe) and Leslie Winner (D-
Mecklenburg) introduced legislation (Senate Bill 464)
to create "geographic equity" on the UNC Board of
Governors by requiring that two members be chosen
from each of the state's Congressional districts. Geo-
graphic balance is important in North Carolina, but the
1993 legislation is not a good solution. Having Board
of Governors members selected by Congressional dis-
trict would be akin to the process used to select mem-
bers of the N.C. Board of Transportation, who represent
certain transportation districts in North Carolina. The
problem with that system, says a department official, is
that each board member then comes to the meetings
wanting a road for his district and with no sensitivity to
statewide needs and issues. Geographic balance is
needed for an effective UNC Board of Governors, but
not to the extent of having delegates by campus or by
divisions that would encourage regional loyalty over
statewide needs.

The Center's research also shows that the statutory
mandate of having double the number of candidates for
seats available on the Board of Governors is not being
met under the current process. N.C.G.S. § 116-6(c) states
in part that "the slate of candidates shall list at least twice

the number of candidates for the total seats open."
However, in 1999, 2001, and 2005, the ballots submit-
ted to the N.C. Senate contained only the number of
candidates as there were Board positions to be elected.

In designing statutory language to encourage rep-
resentation by gender, race, political party, and region,
some states, such as Tennessee, go a step further than
North Carolina's newly revised statutory language con-
cerning the selection of members of the Board of Gov-
ernors and have more specific requirements for propor-
tional representation. Tennessee's statutory mandate for
the composition of the Tennessee Higher Education
Commission, appointed by the Governor, states that
beginning in January 1995, every other appointee is to
be a woman, until "the membership of the commission
reflects the percentage of females in the population
generally.""

New Jersey has broad statutory language concern-
ing the composition of its higher education board, the
Commission on Higher Education. The law mandates
that the board's public members "shall reflect the diver-
sity of the state"20 Similarly, the law establishing the
Connecticut Board of Governors for Higher Education
states that the board "shall reflect the state's geographic,
racial, and ethnic diversity,"21 while the Washington State
Higher Education Coordinating Board's membership "is
to be representative of the public, including women and
the racial minority community."22

Language expressing the same idea is found in the
California Postsecondary Education Commission statute
stating, "It is the intent of the Legislature that the com-
mission be broadly and equitably representative of the
general public in appointment of its public members and
that the appointing authorities, therefore, shall confer to
assure that their combined appointments include ad-
equate representation on the basis of sex and on the basis
of the significant racial, ethnic and economic groups in
the state"23 Similarly, the South Carolina Code provides
that in making appointments to the Commission on
Higher Education, the Governor "shall assure that vari-
ous economic interests and minority groups, especially
women and blacks, are fairly represented on the com-
mission and shall attempt to assure that the graduates
of no one public or private college or technical college
are dominant on the commission."24 The Rhode Island
statute is even more direct in that it gives the Rhode
Island Board of Governors the specific legal responsi-
bility to "make a formal request of the Governor that
whenever an opportunity arises to make new appoint-
ments to the board, that the Governor make every effort
to increase the number of African Americans, Native
Americans, Asians and Hispanics on the board"25

But, the best statutory language on Board compo-
sition found by the Center is Kentucky's, and that is what
we recommend for North Carolina. Kentucky's statute
outlines goals for appointments by the Governor to the
Kentucky Council on Postsecondary Education. The law
expressly directs the Governor to "assure broad geo-
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graphical and political representation; assure equal rep-
resentation of the two sexes, inasmuch as possible; as-
sure no less than proportional representation of the two
leading political parties of the Commonwealth based on
the state's voter registration; and assure that appoint-
ments reflect the minority racial composition of the
Commonwealth...: ,26

3. The  legislature should change the status of the
student member of the Board of Governors from
non-voting to a voting seat on the Board.

To recap our findings and the reasons for this rec-
ommendation from Chapter Three.

  Currently, 30 central higher education boards in 27
states have a statutory requirement for student mem-
bers, and on 25 of these boards, the student(s) has
the right to vote. Thus, North Carolina's Board of
Governors is one of only five boards with student
members without voting privileges.

  It is an inconsistent principle of governance in higher
education in North Carolina to grant students a vot-
ing seat on the 16 local campus boards of trustees,
but not on the statewide Board of Governors.

  Voting rights for the student have been endorsed by
the Board of Governors itself and by the boards of
trustees of N.C. State University, N.C. Central
University, and Winston-Salem State University.

  The N.C. House of Representatives has passed leg-
islation by large margins in three separate legislative
sessions that would grant voting rights to the student
on the Board of Governors.

  Granting a voting seat to the student representative
on the Board of Governors is one way to assure a
connection between the Board and its chief custom-
ers or consumers - the more than 196,000 students
in the 16-campus system. The student representa-
tive is invaluable in gauging the effect of various poli-
cies on students and in communicating Board of
Governors decisions back to the campuses.

  The student representative on the Board plays a key
role (a) in developing state policy on such issues as
tuition and (b) in advocating for the University sys-
tem with the public and the legislature, such as in
previous student participation in public TV special
programs on University finances and costs. Student
participation in governance also has been very im-
portant in building support for the Board's "strate-
gic directions" and in publicly disseminating infor-
mation about the rationale behind the Board's deci-
sions, and the students merit voting rights with these
responsibilities.

Currently, 30 central higher education boards in 27
states have a statutory requirement for student members.
On 25 of these boards in 22 states (three states have two
governing boards with student members), the student(s)
has the right to vote. North Carolina is one of only five
boards with student members without voting privileges.21
Many of the states with students as voting members told
us how student board members contributed greatly to the
success of their higher education governing boards, es-
pecially in gauging the effect of various decisions on
specific campuses. Students have a voting seat on 16
local campus boards of trustees in North Carolina, but
not on the statewide governing board. As President of
the UNC Association of Student Governments, the cur-
rent student representative on the UNC Board of Gover-
nors is elected by student delegates from all 16 campuses.

At a meeting in March 1999, the Board of Gover-
nors approved a resolution recommended by its Public
Affairs Committee to support students having a voting
seat on the University Board. UNC Board member Jim
Phillips, a Greensboro attorney who has chaired the
Board's Public Affairs Committee, argued that giving

Former student Board of Governors member
Jonathan Ducote at a  meeting in Chapel Hill
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4

Board of Governors Chairman Brad  Wilson of Cary  and members  Irvin Aldridge  of Manteo and Ray Farris of Charlotte.

students a voting seat would be "a natural evolution of
what has happened on this Board" since students were
given a non-voting seat on the Board of Governors in
1991. "This just takes that another step," he said. And,
Board member Helen Rhyne Marvin, a former state
Senator and retired educator who was elected to the
Board of Governors in 1993, echoed the sentiments of
several others when she said, "Students represent the
reason we are here.... Denial of a vote [on the Board]
is second class citizenship."

In 2001, bills were introduced in both legislative
chambers to give the student member of the Board of
Governors the same voting rights as the other members
of the Board.28 Representative Alma Adams (D-
Guilford), the primary sponsor of House Bill 169 in
2001, said the bill "would restore equity to the process"
and that the [then] 164,000 students enrolled in the UNC
system "have earned this vote." Representative Carolyn
Russell (R-Wayne) said that "students need a chance,"
and the House approved the bill by a vote of 83-26. But,
both House Bill 169 and its companion Senate Bill 188
died without a hearing in the Senate Committee on Rules
and Operations upon adjournment of the 2002 legisla-
tive session.

When University leaders chose which Board mem-
bers would explain the pros and cons of tuition increases

and University financial issues on a live TV special that
was broadcast statewide on the public television net-
work, student Board member Andrew Payne was one of
only two of the 32 Board members chosen, along with
future Board of Governors Chairman Brad Wilson. And,
the student performed extremely well in explaining Uni-
versity financial issues and the effects of tuition in-
creases on students in the UNC-TV special aired in 2002
called "Focus On ... University Costs."

In the 2003 and 2005 legislative sessions, Rep.
Adams revived her measure as House Bill 506 and
House Bill 92, respectively, both of which again passed
the House handily (96-17 in 2003 and 82-33 in 2005).
The bills so far have not made it out of the Senate Rules
Committee, however.

Granting a voting seat to the student representative
on the Board of Governors is one way to assure a
connection between the Board and its chief customers or
consumers - the more than 196,000 students in the 16-
campus university system. Student participation has been
very important in mustering support and disseminating in-
formation about such policies as the Board's request for
an across-the-board tuition increase in 1999. And, N.C.
State students also marched down Hillsborough Street in
Raleigh to the legislative building in May 2000 to pro-
test budget cuts proposed for the University System.
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Many say this is the reason budget cuts to the University
system as a whole were trimmed from an original pro-
posal of $290 million in cuts.

Legislation giving full voting rights for the student
on the Board of Governors has been endorsed by the
UNC Board of Governors and by boards of trustees at
N.C. Central University and Winston-Salem State Uni-
versity. It also has passed by large margins in the N.C.
House of Representatives in three separate legislative
sessions. The N.C. Senate should join them and enact
legislation giving the student member of the Board of
Governors the right to vote.

Terms of Board Members

4. The N.C. General Assembly  should increase the
length of terms  of University Board of Governors
members from four  years with  a three -term limit
to six years with a two-term limit.  These  changes
should be phased in to avoid loss of momentum
and continuity on the Board.

Interviews for this report showed almost unanimous
support for a return to longer terms for members of the
Board of Governors. Thirty-nine of the 53 central higher
education boards have terms exceeding four years.
Nationwide, the most common term length is six years
(23 out of the 53 public university boards).29

One area of strong agreement among North Caro-
lina policymakers is that the shorter terms for UNC
Board of Governors members have made the process of
Board selection even more vulnerable to politics - both
on the Board and in the General Assembly. Legislation
passed in 1987 reduced terms on the Board from eight
years with a two-term limit to four years with a three-
term limit. As a result, not only do potential candidates
have to campaign for seats more often, but Board lead-
ership is subject to rapid turnover. Former Board of
Governors Chairman Benjamin Ruffin, for example, had
to stand for re-election to the Board one year after he
won the post of Chairman. "When they shortened the
terms, you win [a Board seat] one day, and you have to
start campaigning the next," says Betty McCain, former
Board of Governors member and former N.C. Secretary
of Cultural Resources.

Shorter terms also have meant that Board of Gov-
ernors members have less time to learn the complexi-
ties of the university system they are governing, says
Samuel Poole, whose service on the Board of Governors
from 1983 to 1995 spanned parts of the careers of two
university Presidents. "Now, a person only gets to serve
on but one committee, and many members don't have
the familiarity with the campuses," he says. "They just
don't have the institutional knowledge."

Longer terms would allow more consistent higher
education policy by insulating the university system
from dramatic but perhaps temporary upheavals in the

political landscape, such as those that occurred when the
1994 elections gave Republicans control of the state
House, and those that occurred again in 1998, when
elections gave the Democratic party majorities in both
the House and the Senate. And, if the legislature retains
its authority to elect Board members, longer terms also
would reduce the frequency with which nominees would
have to campaign for Board seats. State House Demo-
cratic Leader and former Speaker Pro Tempore Joe
Hackney says, "I didn't like reducing the terms from
eight years, so six years would be an improvement."

Even the late state Senator Kenneth Royall, Jr., the
architect of the 1987 legislation that reduced the length
of terms on the university Board, was uncertain whether
shorter terms ended up serving what he says was the
intended purpose of his bill - to open the Board to a
wider range of candidates. "We have a lot of able citi-
zens in this state, and I just thought they ought to have
an opportunity to serve on the Board," Royall told the
Center before his death. "I'm not sure now it's the best
way. There's too much politics in it."

In summary, lengthening the terms of Board of

Governors members from four years to six years would
increase continuity in higher education policy, better
accommodate a steep learning curve for Board members,
and diminish partisan political influence over Board
selection when the Governor's office or General Assem-
bly leadership changes hands. Finally, longer terms
would allow Board members to develop a stronger sense
of institutional memory, give them more time to become
acquainted with the complexities of university gover-
nance, and facilitate thinking and planning by Board
members over the long term.

Governance of Flagship Universities

5. The Board of Governors and the  N.C. General
Assembly should reject any proposals to give
special "flagship status" to certain universities.

Only three central higher education boards in the
United States have the power to designate certain uni-
versities as flagship institutions - the Maryland Higher
Education Commission, the Oklahoma State Regents for
Higher Education, and the Board of Trustees of the
University of West Virginia. Among these states, only
Maryland  statutorily  confers flagship status upon an
institution - the College Park campus of the Univer-
sity of Maryland. "[The designation as the flagship cam-
pus] and my personal opinion will get a dollar fifty and
a cup of coffee," says Donald Langenberg, Chancellor
of the University of Maryland System. "What is worth
something is that it [the University of Maryland at Col-
lege Park] is the only major research university in Mary-
land. What is worth something is its performance in
moving up the ranks of major research universities. The
substantive things are what matter, they're the things we
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look at and support. We don't question the term 'flag-
ship,' but we don't necessarily think it means some-
thing.""

At least informally (though not designated by stat-
ute), Michigan also has a flagship campus, the Univer-
sity of Michigan. However, Michigan State University
enrolled more students and more state residents than the
flagship in 1994-95, but received less money than the
University of Michigan. To improve its budgetary situ-
ation in 1995, Michigan State broke an informal agree-
ment with other higher education institutions in the state
and enlisted the help of Michigan State graduate, Gov.
John Engler. With direct lobbying and Engler's help,
Michigan State obtained $10.4 million in extra state
funds on top of a standard budget increase. "Lobbying
against other universities was a big mistake, and I think
there will be a long memory of that," said Rep. Kirk A.
Profit, a former chairman of the Michigan House of
Representatives Higher Education Committee."

The Center believes it would be counter-productive
for the Board of Governors or legislature to designate
some of the  state's  16 public universities as flagship
campuses. Although UNC-Chapel Hill likely would
make the flagship list and certainly would be joined by
N.C. State University, beyond that, the situation is less
clear. Some observers feel that UNC-Greensboro be-
longs in any armada of flagships, and other campuses
such as East Carolina University, N.C. A & T State
University, and UNC-Charlotte would have their advo-
cates for leading status as well.

The likely resentments that would result from a
dispute over whether certain universities should be des-
ignated as flagship universities could actually damage
those institutions seeking such  status.  UNC-Chapel
Hill's political connections in the General Assembly
have declined since 1939, when the percentage of state
lawmakers whose degrees came from UNC-Chapel Hill
was 43 percent. By 1997, that percentage had dropped
to 15 percent. The percentage of lawmakers who re-
ported receiving an undergraduate degree from Chapel
Hill remained at 15 percent in 1999 and increased
slightly to 16.5 percent in 2001 but dipped to 13 per-
cent in 2003.32 In short, the political landscape has
changed, so the desire for flagship  status  is unlikely to
yield the results its advocates want - more money,
more flexibility, and more prestige - and would likely
trigger a large amount of fighting with other public in-
stitutions. Conferring the title of flagship campus on
some campuses would give special treatment to se-
lected schools, but it would prevent the state's public
university system from achieving equitable funding for-
mulas for all of its  institutions.

6. The Center recommends that the Board of Gov-
ernors, Governor ,  and General Assembly reject
any proposal that would  (i) take UNC -Chapel Hill
and N.C. State out of the system governed by the
Board of Governors and have them governed

solely by campus boards of trustees or (ii) that
would create a separate board governing just the
research universities ,  as the California System
does.

To recap our findings and the reasons for this rec-
ommendation from Chapter Five:

  Creating a new special governance structure for the
research universities or certain flagship institutions
would hurt the state's ability to achieve equity within
the system and ignore the reason the UNC Board of
Governors was created in the first place - to end
competition among the 16 campuses where the cam-
pus with the most alumni or strongest lobbyist wins.

  A special governance structure for the research uni-
versities would hurt the regional universities experi-
encing  rapid growth - such as East Carolina Uni-
versity, UNC-Charlotte, and UNC-Wilmington -
and it also would harm the five historically black
public universities and UNC-Pembroke, as these in-
stitutions would be forced continually to battle the
research universities.

  Tuition at the research universities likely would
sharply increase, as chancellors of flagship schools
would intensify their calls for tuition increases to
fund higher faculty salaries and special funds to sup-
port research. Such tuition increases would invite a
lawsuit that this violates the N.C. Constitutional man-
date that "the benefits of the University ... as far as
practicable, be ... free of expense."

  The research universities already get special treat-
ment in that they receive higher levels of funding,
higher graduate student tuition assistance, greater
tuition increases, and greater flexibility to manage
budgets, construction projects, and purchasing than
other UNC system campuses.

  The advocates of a separate system of governance for
the research universities are operating out of beliefs
in four myths - (a) that the 16-campus university
system's budget is flat and that it gets a substantially
lower share of the state budget from the legislature
than it used to; (b) that UNC-Chapel Hill and N.C.
State get lesser shares of the University budget than
they used to; (c) that UNC-Chapel Hill's and N.C.
State's national rankings have dropped; and (d) that
faculty salaries are not competitive nationally - all
because of the University's governance structure. All
are untrue.

The University system's appropriation from the
General Fund has increased from $163 million in 1971-
72, when the 16-campus system was created, to more
than $1.87 billion in 2004-05, a 1,050 percent increase.
In only three fiscal years since 1969-70 (the recession
years of 1975-76, 1991-92, and 2002-03), has the Uni-
versity system's total appropriated budget declined. The
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universities' share of the state budget was 13 percent in
1965-66 and remained steady at 11.8 percent in 2004-
05.33 The slight decline is not due to lessening support
for the University system but to rapidly rising Medic-
aid budgets due to double-digit increases in health care
costs. In addition to the General Fund appropriation, the
legislature has appropriated more than $3.5 billion in
funding for capital improvements on the 16 campuses
from 1995 through 2004. The legislature and voters also
approved a $3.1 billion bond issue for higher education
(of which $2.5 billion was for the universities) in 2000.
And, for the next 10 years (2006-07 through 2015-16),
the state's debt service payments attributable to univer-
sity bonds will exceed 30 percent of the total state tax-
supported debt service.

UNC-Chapel Hill and N.C. State also have fared
well when competing for state dollars, especially con-
sidering they are educating an 8.8 percentage point
smaller share of UNC system students now than in
1972-73. In almost half (14 of 31, or 45 percent) of
recent state budget years (1972-73 to 2002-03), the per-
centage increase in state appropriations for operation of
general academic affairs at both UNC-CH and NCSU
exceeded  the annual percentage increase in General Fund
appropriations. Beating the average annual increase 45

percent of the time is even more remarkable consider-
ing that these two campuses now enroll a lower percent-
age of N.C. public university students than prior to con-
solidation of the 16 campuses. In 1972-73, the two
major research campuses combined accounted for 37.5
percent of the public, four-year higher education enroll-
ment and received 30.4 percent of state appropriations
for public universities that year. By 2002-03, the two
campuses combined enrolled 31.5 percent of all UNC
system students and received 25.7 percent of state ap-
propriations to the UNC system for general academic
affairs.34 UNC-Chapel Hill and N.C. State also received
more than 39 percent of the $2.5 billion in bond funds
approved by voters for public universities in 2000.

UNC-Chapel Hill and N.C. State continue to rank
among the top public universities in the country.  U.S.
News and World Report's  rankings for 2003, 2004, and
2005 ranked UNC-Chapel Hill as the nation's fifth best
public university each year, and 29`h best overall each
year among both public and private universities in 2003
and 2004 and 271 overall in 2005.35 N.C. State ranked
39thin 2003 and 2004 and 34' in 2005 among public
universities, and it ranked 841 among both public and
private universities in 2003, 861 in 2004, and 78`h in
2005. Since the magazine frequently changes its meth-
odology,  U.S. News  discourages comparing its rankings
over time, but, in the broadest terms, the two schools'
relative positions in the rankings have changed little over
the years. In January 2006,  Kiplinger's Personal Fi-
nance  magazine ranked UNC-Chapel Hill number one
in its list of "100 Best Values in Public Colleges." UNC-
Chapel Hill has held the top position since the maga-
zine started its rankings in 1998. Other North Carolina
public universities on Kiplinger's list were N.C. State
University at 281, UNC-Wilmington at 32"d, Appalachian
State University at 331, and UNC Asheville at 501.36
And, in July 2000, UNC-CH was ranked as one of the
top public research universities in the nation in a study
conducted by the Lombardi Program on Measuring
University Performance at the University of Florida, a
research project that groups top universities without
numerically ranking them.

The average salary for full-time faculty at North
Carolina's four-year public universities was $76,070 in
2003-04, 111 highest in the nation.37 In summary, North
Carolina ranks 61 among the 50 states in total state fund-
ing for higher education38 (includes community colleges
in all states) with total appropriations of more than $2
billion a year in a $17.2 billion state budget, despite
being a relatively poor state with an average per capita
personal income of $29,303 ranking 371 in the nation,39

Doug Dibbert,  President of the UNC-CH General
Alumni Association,  talks with Board of Governors
member Jim Babb at a  meeting in Chapel Hill.
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and a poverty rate of 14.8 percent ranking 11t' in the
nation 40

Since 1974, North Carolina has ranked among the
top 10 states for total spending on higher education. The
state has ranked sixth every year since 1996 on this
measure. Since these statistics have been compiled con-
sistently, beginning in 1961, North Carolina has ranked
as high as fifth, from FY (fiscal year) 1993 through 1995,
and as low as fifteenth in FY 1961, 1962, and 1964.

Data provided to the N.C. Center for Public Policy
Research by the Association of State Higher Education
Executive Officers (SHEEO) also show that legislative
support for public higher education has flourished un-
der the Board of Governors. According to the SHEEO
figures (which compare higher education spending
across the nation and take population and the size of a
state's tax base into account), North Carolina has ex-
ceeded the national average of per pupil appropriations
for higher education since 1977-78. In 1972-73, just
after the Board of Governors was established in 1971-
72, North Carolina spent 1 percent less per pupil than
the national average. Since then, the state appropriation
has exceeded the national per pupil average by as much
as 27 percent (in 1997-98) and has not fallen below 11
percent above the national average (in 1991-92) since
1984. The most recent measure available in 2001-2002
puts North Carolina at 12 percent above the national
average, or tenth in the nation in per-pupil appropria-
tions as a percentage of tax revenue.

In summary, since the creation of the Board of Gov-
ernors in 1971-72, North Carolina has managed to in-
crease its absolute ranking among the 50 states in total
higher education appropriations from tenth in 1971-72
to sixth in 2005-06 and to increase the relative per-pupil
appropriation from 1 percent below the national aver-
age to a level consistently above average.

Former UNC President William Friday points out
that suggestions for taking the so-called "flagship"
schools out of the 16-campus system have been voiced
since the system was created 34 years ago. In many
cases, what advocates for those schools really want is
"staying in [the system] with the comfort of different
funding," Friday says.

The Center discerns the outlines of at least three
major governance proposals being floated as follows:
(1) give the chancellors and boards of trustees of the
flagship schools added flexibility over budgets, person-
nel, and academic programs; (2) pull the flagship schools
(UNC-CH and N.C. State probably) out of the 16-
campus system and let them be governed solely by two
separate local campus boards of trustees, including al-
lowing them to go independently to the legislature; or
(3) pull the flagship campuses out of the 16-campus
system and have them governed by a separate board
governing only these two research institutions. The last
option is modeled after California's three-tier system
where that state's nine extensive research institutions are
governed by the Board of Regents of the 10-campus

University of California," while 23 other four-year col-
leges and universities are governed by the Board of
Trustees of the California State University, and all 109
community colleges are governed by the Board of Gov-
ernors of the California Community Colleges. It should
be noted that these proposals are not favored by univer-
sity leaders in UNC-General Administration or by chan-
cellors and trustees on most campuses.

California's tiered education governance system
may be more appropriate for that state, with its 33 four-
year public universities and 109 two-year institutions,
but the differences in demographics between the two
states suggest that such a system would not work better
in North Carolina than our current system. California
has the largest public higher education enrollment in the
nation (551,871 in its public four-year institutions com-
pared to 162,761 in N.C. in 2000)42 and has more than
twice the number of public four-year institutions, 33 to
North Carolina's 16.43

Also, California officials acknowledge its shortcom-
ings. Marge Chisholm, Legislative Coordinator for the
California Postsecondary Education Commission, says,
"The major advantage here ... is also the major disad-
vantage - namely, the distinction between the sys-
tems.... That division has allowed admissions, fund-
ing, and other policies to be carefully shaped to fit each
school's mission. But this arrangement also has pre-
vented collaboration between universities in the two
systems.... The disadvantage is that they are territo-
rial." And, with such divisions of governance, duplica-
tion of programs also has occurred. "For example, most
of our teacher education programs are in the California
State University system, but the community colleges also
offer transfer curricula" in teacher education, says
Chisholm. "We've urged them to try and avoid dupli-
cation and to collaborate, but I'm afraid they do dupli-
cate," she says. Few states other than California have
such a tiered system.

The Board of Governors' own equity studies show
that other institutions in the system - such as Appala-
chian State University, East Carolina University, the
University of North Carolina at Charlotte, the Univer-
sity of North Carolina at Greensboro, and the Univer-
sity of North Carolina at Wilmington - have lagged
behind the research universities in terms of funding rela-
tive to their enrollments and program growth.44 Recently
adopted funding formulas for the 16 UNC campuses are
designed to tie resources to the size, mission, and growth
characteristics of each institution, as opposed to previ-
ous formulas based solely on enrollments - a method-
ology that would benefit the research institutions, as well
as smaller institutions with lower enrollments.

The Board of Governors and the legislature are tak-
ing steps to address the particular needs of UNC's re-
search institutions through such means as revision of
funding formulas, graduate tuition assistance, and tuition
increases approved in 2000, 2001, 2002, and 2003.45
Former UNC President Molly Broad said she was in
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favor of a new budget line specifically for research in
the university system's annual funding requests to the
General Assembly. "That will be hard, given the [cur-
rent state] budget," she says. "The idea gained support
just as the financial picture started going south. I do
believe that needs of the research institutions are differ-
ent from other campuses. We are talking about what is
the best way to recognize that difference."

While supporters of UNC-Chapel Hill and N.C.
State University have reasonable concerns about how to
maintain academic excellence and compete with their
national counterparts, it is not clear how removing them
from the existing university governance system would
achieve those ends. The lobbying power of those
schools has diminished over time as the clout of other
universities across the state grew, so the research uni-
versities should be warned that it is not a foregone con-
clusion that they would win. Such a change might ac-
tually harm the research universities because of the
increased political and academic influence of the other
14 campuses now. "If they [the research universities]
are on their own, they lose the strength of a system," says
Craig Souza, a member of the Board of Governors and
former Chairman of the Board of Trustees of East Caro-
lina University in Greenville. "The 14 other campuses
are not going to sit idly by. Look what ECU did in the
1960s [when it expanded rapidly]. UNC-Charlotte could
do the same now. It is imperative to keep the system
together."

And, as stated earlier in this report, the proportion
of legislators with undergraduate ties to at least one of
the research universities - UNC-Chapel Hill - has
steadily declined from 43 percent in 1939 to 15 percent
in 1997 to 13 percent in 2003.11 Opponents of special
status and separate boards for Chapel Hill and N.C. State
also point out that advocates have not made their case
that the institutions have suffered under the current sys-
tem. National rankings have not really dropped, and
UNC-CH and N.C. State have consistently fared well in
obtaining a fair share of General Fund budget increases,
despite their shrinking percentage of the system's total
enrollment.

Still other policymakers cite the state's historic com-
mitment to keeping higher education affordable to state
residents as the chief reason for maintaining the current
multi-campus governance system. In fact, placing the
research universities under a separate governing board
might decrease access by students to the type of educa-
tion those schools offer because tuition and admissions
standards for those schools could rise well beyond the
levels now set by the Board of Governors. They argue
that if the research institutions were to be pulled out
from under the Board of Governors, there would be even
more pressure to raise tuition at these schools to make
them more elite institutions and to fund new programs.
Tuition for those schools would likely rise beyond the
level that many North Carolina students could afford and
beyond what the state Constitution mandates. "People

always think we should argue that issue on the basis of
what's good for students," says former UNC President
Friday. He says, "The real issue is what's good for the
state" in having more of its citizens able to attend
college.

A separate board for some of North Carolina's public
four-year universities would inevitably undermine the
benefits that have resulted from the UNC Board's central
budgeting and coordination of activities undertaken by
all 16 institutions. As happened in the Michigan case
described above, having no central board responsible for
combining and submitting a unified budget proposal to
the legislature for all 16 public universities leads to cut-
throat competition between the research universities and
other campuses for higher education dollars. Letting the
research universities be governed solely by campus
boards or having one board govern two research flagship
campuses with another respon-sible for the remainder of
the 16 campuses would create a situation in which one
to three high-status universities would be competing

Former UNC President Molly Corbett Broad

•t
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against many more, geographically spread-out institutions
for their respective shares of the state purse.

Any proposal to introduce tiers in higher education
governance where none has been present before is bound
to create political upheaval. One example involves the
City University of New York (CUNY). In June 1999,
New York City Mayor Rudolf Guiliani's Advisory Task
Force on CUNY proposed a new model for the univer-
sities that immediately produced strong debate. One of
the report's recommendations included creating tiered
missions for CUNY colleges, designating some as flag-
ships and creating specific, different missions for each
one. Bernie Sohmer, chairman of the University Fac-
ulty Senate and a mathematics professor at City College,
described the report's call for tiers as "a code word for
`ethnic cleansing."' Dividing the colleges, he argued,
would divert the bulk of resources to the few top col-
leges in the system and leave the others struggling. The
result would be a decline in the quality of education
available for many minority and economically disadvan-
taged students, who attend in greater numbers those
institutions most likely to be placed in the lower tiers.47
In North Carolina, this institutional competition for
funds in the legislature would take the state back to
many of the same conditions that caused the General

Assembly to restructure higher education governance in
the first place.

Part of the impetus for the 1971 legislation that re-
structured university governance was that "individual
campuses were adding programs and making budget re-
quests without regard to what the other colleges and uni-
versities were doing," said the late Kenneth Royall, Jr.,
a powerful legislator during four decades, serving from
1967 to 1993. Royall, who was the head of the House
Appropriations Committee during the restructuring in
1971, told the Center, "Listening to all 16 institutions
and their requests - well, you wanted to be fair. But
money was limited. What it came down to back then
was who had the best lobbyist."

"There are some who would like to throw off the
shackles and be free [of the 16-campus system]. But
most of that comes without the institutional memory of
how it was before restructuring," says former Governor
and current Board of Governors member  emeritus  James
Holshouser Jr., who also was a member of the state
House when the restructuring legislation was enacted.
"I think the state would be extremely poorly served if
we had enough authority at the campus level to get the
institutions fighting with each other again the way it
happened before 1971," he says.

UNC Board of Governors Chairman Brad  Wilson,  UNC President Erskine Bowles,
and Board member emeritus and former Governor Jim Holshouser
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Requests for Exceptions for Public Universities
from Policies Applicable to Other State
Agencies

7. (a) The Governor and legislature should reject
further requests for special treatment for some or
all of the 16 universities unless and until the UNC
system makes a compelling case about the specific
ways these institutions are legitimately different
from other agencies in the executive branch of
state government ,  or unless such requests for flex-
ibility are accompanied by outcome -based ac-
countability standards that have been fully exam-
ined in an open public process.

(b) The Center recommends that a study commis-
sion be established by the Governor or the legis-
lature to examine the state construction ,  purchas-
ing and contracting ,  personnel ,  and budgeting
systems to determine the following:

whether these systems are working well and,
if not ,  in what situations ,  and for which agen-
cies the problems occur;

o whether changes are needed to modernize state
construction ,  purchasing and contracting, per-
sonnel ,  and budgeting procedures;

o whether any state agency, including the Uni-
versity system ,  is disproportionately affected
by weaknesses in the system such that special
treatment or flexibility is justified; and

o whether there is a need for an overall State
Capital Improvement Plan that ranks priori-
ties in capital projects over an eight -year pe-
riod for all of state government  -  including
projects on all 16 university campuses.

The study group could be either a legislative study
commission created by the General Assembly or
a blue ribbon commission created by the Gover-
nor. In any event ,  the study commission should
be composed of at least four legislators from both
chambers ;  representatives from at least two ex-
ecutive departments under the Governor; repre-
sentatives from two other departments headed by
other elected officials in the Council of State; the
University system;  the State Employees Associa-
tion ;  outside corporate consultants with expertise
in construction ,  purchasing and contracting, per-
sonnel ,  and budgeting ;  and representatives from
the State  Offices  of Construction, Purchase and
Contract ,  Personnel ,  and State Budget and Man-
agement .  The majority of the members should be
legislators.

Some university officials and members of the Board
of Governors  have suggested  that UNC' s research insti-
tutions or all 16 campuses should be given more con-

trol over policies governing construction, purchase and
contract, personnel, and budget. Several state agencies
are involved in making and monitoring such policies.
These include the Office of State Construction, the Pur-
chase and Contract Division, the Office of State Person-
nel, and the Office of State Budget and Management,
among others. The Office of State Construction, along
with its board, the.State Building Commission, is the
primary agency responsible for the management of con-
struction, repair, and renovation projects for agencies
throughout the state. The Purchase and Contract Divi-
sion in the N.C. Department of Administration is the
central purchasing authority for all state government
agencies. The Office of State Personnel administers the
rules outlined in the State Personnel Act for recruiting
and hiring state employees. The Office of State Budget
and Management provides fiscal advice and economic
analysis for budget preparation and execution and also
provides management analysis for state government
agencies to assess organization, staffing, systems, pro-
cesses, and delivery and quality of services. The issue
of balancing control and flexibility in construction, pur-
chase and contract, personnel, and budgeting looms
larger as the new construction projects and renovations
within the UNC system are underway as a result of the
$3.1 billion bond higher education issue approved by the
voters in November 2000.

In at least 12 ways, the university system already
receives separate or special treatment that is not accorded
to most other state agencies, as follows:

Construction and Purchasing
(1) The University system has a higher threshold

($2 million) than other state agencies ($300,000) for
construction as well as repair and renovation projects
that must be subject to management by the State Con-
struction Office.

(2) The University system was granted special au-
thority for "construction management at risk" in con-
tracting for 42 construction projects approved by the
voters in the November 2000 bond referendum. This
special exemption by the State Building Commission
preceded changes by the General Assembly that allowed
other agencies to use alternative construction contracts
and a more flexible bidding process.

(3) Unlike other state agencies, the University sys-
tem as a whole and individual campuses are exempt
from the jurisdiction of the Office of Information Tech-
nology Services, which normally oversees purchases of
information technology goods and services.

Personnel
(4) UNC Hospitals has special flexibility on man-

agement rules, equipment, and personnel. Also, employ-
ees of the patient care programs at both the UNC-CH
and ECU Schools of Medicine, as well as employees of
the UNC Health Care System, are exempt from most
provisions of the State Personnel Act.
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(5) The  State Personnel Act does not apply to "in-
structional and research staff, physicians ,  and dentists of
the University of North Carolina ,"  nor to "[e]mployees
whose salaries are fixed under the authority vested in the
Board of Governors," thus exempting 44 percent48 of
University employees.

(6) The University system has more flexibility to
reclassify personnel positions and to reallocate positions
and salary levels than other state agencies.

(7) UNC- Chapel Hill employees get an additional
four hours of paid time each year to prepare grievances
against their bosses, compared to the eight hours granted
all other state employees .  About 60 employees filed
grievances with  UNC-Chapel  Hill in 2003, which
amounts to 240 hours of additional paid time ,  if each
employee used it.

(8) University faculty have more job security than
other state employees through the tenure system, and
they receive the highest pay of any category of state em-
ployees. Faculty also are allowed to augment their in-
comes through consulting  (in which they are paid by
other employers for days that they also are on state
government 's payroll ),  and their contracts typically are
for nine months of work,  not 12.

Revenue Sources
(9) Individual campuses within the University now

have the power to initiate requests to the Board of Gov-
ernors for tuition and fee increases and keep the pro-
ceeds, which, in effect, means they have the power to
generate and control a source of revenue separate from
General Fund appropriations.

(10) The University also can issue special obligation
and revenue bonds with the approval of the General As-
sembly for self-liquidating projects such as dormitories,
parking decks, etc., which is another source of revenue
not available to most state agencies.

(11) Nonprofits controlled by public higher educa-
tional institutions have been granted an exemption to lo-
cal government property taxes in North Carolina, an
advantage not accorded to the nonprofits controlled by
any other state agencies except the community colleges.

General
(12) All 16 UNC campuses now have been desig-

nated as "special responsibility constituent institutions,"
which gives them more authority over budgeting, pur-
chasing, and personnel and allows them to retain up to
2.5 percent of the funds not spent at the end of the fiscal
year, a privilege not given to any other state agencies and
one that is especially controversial during years of short-
falls in the state's budget.

However,  at least nine  cases of abuses have oc-
curred with this increased flexibility, and these in-
stances raise questions about whether special treatment
for the University system is either warranted or wise,
as follows:

(1) With the budget flexibility given to "special re-
sponsibility constituent institutions," the N.C. State Uni-
versity Public Safety Director used more than $2.2
million in unspent department personnel funds to make
more than 100 questionable purchases over a six-year
period, including TV sets, VCRs, and a mountain bike,
many of which he kept in his home or truck, prompting
a State Auditor's investigation.

(2) Fayetteville State University also was threat-
ened with revocation of its management flexibility if it
did not correct problems identified by the State Auditor
in bookkeeping, management oversight, and financial re-
porting.

(3) UNC-Chapel Hill's Kenan-Flagler Business
School and N.C. State's Carter Finley Stadium used the
availability of a mix of public and private financing to
begin construction before safety inspections by the N.C.
Department of Insurance, thereby avoiding provisions of
the State Building Code.

(4) The State Auditor said the University's decen-
tralization of the construction oversight function had
negatively affected the timeliness of the flow of informa-
tion to the State Construction Office and State Building
Commission.

(5) UNC Hospitals' flexibility in construction con-
tracts and bidding procedures resulted in a 31.5 percent
increase in the estimated cost and an opening date that
was more than four years behind the original scheduled
completion date of November 1997. When the legisla-
tion granting special flexibility to UNC Hospitals passed
in 1998, President Molly Broad said, "We got relief for
that entity. I've made it clear to them that if they can be
the exemplars of some best practices, the hospital could
be a demonstration project" for how greater management
freedom can make the University system more efficient.
This is not exactly the poster child for flexibility she
hoped it would be.

(6) Inadequate oversight of spending in a scholars
program for doctors at UNC-Chapel Hill is now the ex-
ample that the Robert Wood Johnson Foundation (which
funded the program) uses in how not to manage the pro-
ceeds from the foundation's grants to similar programs.

(7) In the middle of an acute state budget shortfall
when most state workers only got a flat pay raise of
$625, Chancellors at NCSU and UNC-Chapel Hill gave
sizable pay raises ranging from $9,375 to $30,340 per
year to some of their immediate subordinates.

(8) UNC-Chapel Hill Chancellor James Moeser
signed an employment separation agreement worth
$313,908 with his former General Counsel that the
Chairman of the Board of Governors described as "ex-
cessive and indefensible."

(9) The State Auditor discovered nearly $1 million
in financial abuses at the N.C. School of the Arts that in-
cluded spending on cellular phone bills, country club
memberships, lease payments for a Cadillac Escalade for
a Vice Chancellor, undocumented overtime expenses,
special "one-time payments" to 20 employees, a down
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payment on a condominium to be used as a residence for
the Chancellor, undisclosed accounts, and questionable
real estate transactions between the institution and its re-
lated foundation and nonprofit  entities  - practices the
Auditor described as "Enron-style." President Broad de-
scribed the findings of the special review as "deeply
troubling" and took over financial management of the
school in November 2004.

These situations raise questions about special grants
of flexibility being given to the University system as a
whole or to the 16 campuses individually and about
whether the larger research universities are any more
likely to avoid problems than the smaller campuses. If
the University system is to be treated differently from
other state agencies, then exceptions should be made
only after a study commission has examined state con-
struction, purchase and contract, personnel, and budget-
ing procedures, and found either that the systems need
to be modified and updated for  all  state agencies or that
the University system has made a compelling case that
standard state government oversight should not apply to
them and that instances of special treatment or grants
of flexibility can be handled efficiently and managed
well. Even then, any grant of increased flexibility should

be accompanied by outcome-based accountability stan-
dards tied to the higher education goal the flexibility is
designed to accomplish.

Changes in the Allocation of Powers Between
the Statewide UNC Board of Governors and
the 16 Local Campus Boards of Trustees

8. (a) Refine the Delegation to Campuses on Inter-
collegiate Athletics -  The UNC  Board of Gover-
nors should refine its delegation of power to the
local campuses on intercollegiate athletics. The
chancellors should retain their lead role, but the
Board of Governors should lead reform in gover-
nance of intercollegiate athletics by adopting
system-wide guidelines on intercollegiate athlet-
ics in line with reports by the national Knight
Foundation Commission on Intercollegiate  Athlet-
ics reports issued in 1991 and 2001 .  This should
include language incorporated into the University
Code  based on the Commission 's recommenda-
tions that would:

(1) require Chancellors to bar teams that do not
graduate at least 50 percent of their players from
conference championships or post-season play;

UNC Board of Governors meeting in Chapel Hill.
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(2) require Chancellors to prohibit athletes
from wearing uniforms with corporate logos for
which the campus ,  campus employees ,  or athletes
have received any compensation and require that
any and all corporate sponsorship and product
placement arrangements ,  such  as Website adver-
tising, be subject to open public  review;

(3) forbid campuses from enacting policies or
following practices that make it easier for athletes
(compared to other students )  to be granted excep-
tions to any campus  policy;

(4) forbid campuses from negotiating contracts
with coaches that would require exceptions to the
current  UNC  Code  and require that coaches'sala-
ries be set in the context of other salaries in higher
education;

(5) forbid campuses from participating in ath-
letic conferences in which universities alone do not
decide when games would be played and broad-
cast on television ,  and expressly  forbid NCAA
Division  I football games from being played on
school nights; and

(6) forbid campuses from participating in ath-
letic conferences that do not  encourage the NBA
(National Basketball Association ) and NFL (Na-
tional  Football  League )  to develop minor leagues
to give young athletes a route to professional
sports other than playing on college or university
teams.

(b) Special Task Force  of the Board  of Governors
on Intercollegiate  Athletics - The UNC Board of
Governors should  appoint a special  task force:

(1) to determine whether the Board 's policies on
intercollegiate athletics are being  followed by the
campus chancellors and boards  of trustees. This
recommendation contemplates an inquiry beyond
simply reviewing  the annual reports submitted by
each of the  15 chancellors  subject to  the Board's
policies  on intercollegiate athletics .  The special
task force  also should

(2) reassess the need for additional  University-
wide standards to ensure that the traditional aca-
demic values present in the student athlete model
are maintained, and if necessary ,  restored on ev-
ery UNC campus.

The University  Code  states, "Subject to such poli-
cies as may be prescribed by the Board of Governors
and the board of trustees, the chancellor shall be respon-
sible for the establishment and supervision of the
institution's program of intercollegiate athletics.""
While responsibility for college sports is delegated to the
local campuses, at times the Board of Governors and
system President have stepped in to impose University-
wide rules.

Intercollegiate athletics is a trouble spot historically
in governance of public universities and in the relation-
ship between local campus boards and the President and
Board of Governors for the UNC system. In his history
of UNC-Chapel Hill, former Greensboro newspaper
editor William Snider points out that control over col-
lege athletics has been a challenge for North Carolina
university leaders since the 1930s, when University
President Frank Porter Graham unsuccessfully attempted
to reduce "rampant professionalism" in college sports.5°
Since 1953, seven of the 16 UNC constituent institutions
have been sanctioned for "major infractions" of bylaws
of the National Collegiate Athletic Associations' Eliza-
beth City State University, Western Carolina University,
and Winston Salem State University each have been
sanctioned once; East Carolina University, North Caro-
lina Central University, and UNC-Chapel Hill have each
been sanctioned twice; and North Carolina State Uni-
versity has been sanctioned five times, ranking it 141 on
the all-time list of institutions with major violations of
rules of the 1,024 member National Collegiate Athletic
Association.52

In 1961, UNC President William C. Friday canceled
the popular Dixie Classic basketball tournament after
learning that players at North Carolina State University
and UNC-Chapel Hill had received money from gam-
blers to shave points in tournament games. In 1989,
problems with college basketball arose again when pub-
lication of Peter Golenbock's book,  Personal Fouls,  led
to intense scrutiny and several investigations." The book
alleged that players on the 1986-1987 N.C. State
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basketball team ,  coached by Jim Valvano ,  used drugs,
received improper gifts of stereos ,  cash ,  cars, and jew-
elry, and that their grades were  "fixed "  by college offi-
cials. Ultimately ,  most of the allegations were found to
be true by the UNC Board 's Poole Commission that in-
vestigated the scandal .  In 1989 , the NCAA put NCSU's
men's basketball program on probation for two years for
irregularities involving the sale of players' shoes and the
use of complimentary tickets. In the mid-1990s, the
University system wrestled with coaching contracts, ad-
missions of athletes ,  athletes' graduation rates, and cor-
porate sponsorship of sports teams equipment and uni-
forms.

In 1985 ,  the UNC Board of Governors adopted the
comprehensive recommendations of a Special Commit-
tee on Intercollegiate Athletics.54 The 1985 "Policy on
Intercollegiate Athletics ,"  which forms the framework of
the policy in effect today, began by reaffirming the 1972
delegation of responsibility for intercollegiate athletics
to the campus chancellors. The policy stated that be-
ginning in July 1986 ,  each chancellor must submit an
annual report on intercollegiate athletic programs to his
or her institution 's board of trustees and to the UNC
president. These reports must cover topics that include
athlete profiles  (SAT scores ,  high school grade point
averages ,  etc.); the institution 's policy on admission of
student athletes, including  "exceptional "  admissions;
graduation rates and progression information ;  informa-
tion about the majors or programs of study chosen by
student athletes; and information about the structure and
governance of athletic "booster" clubs and organizations.

The policy required the chancellors to study the
status of former student athletes still enrolled on their
campuses  "to the end that graduation rates of athletes
with grants-in -aid are raised to those levels that apply
to the general student bodies "  and to submit their find-
ings and plans in this regard in the July 1986 report.55
The policy also addressed freshman eligibility to partici-
pate in sports and admissions of student -athletes and
asked the chancellors to study the effect of the length
of sports seasons on their institutions ,  the number of
contests, and recruitment practices, and "to conduct that
study in concert with their directors of athletics and
coaches, as well as with the  NCAA  and the athletic
conferences." The policy concluded by stating, "The
chancellors shall emphasize to the coaches and athletic
administrators that their appointments and their continu-
ation in their appointments are not conditioned upon the
obligation merely to win games or to achieve national
standings for our teams .  Coaches and athletic adminis-
trators should also be evaluated on the integrity of their
programs and on their relationships to the primary pur-
pose of the University."56

In May 1990 ,  the Board adopted a resolution which
explicitly defined and required trustee participation in
contracts with athletics directors and head coaches by
stating that no employment contract with a head coach
or athletic director would be valid  "unless and until all

terms and conditions of the contracts have been approved
by the board of trustees:"S7 In February 1991, the Board
issued four standards that all institutions are expected to
follow in executing such contracts.58 The standards set
minimum requirements for buy-out clauses, length of
contracts, academic values, and outside compensation.

Control of intercollegiate athletics by campus presi-
dents or chancellors is a cornerstone of the recommen-
dations made by the national Knight Foundation Com-
mission on Intercollegiate Athletics, which proposed
ways to prevent scandals and boost the academic per-
formance of student athletes. Former UNC President
William Friday was co-chair, and three other North
Carolinians served as Commission members. The
Commission's 1991 report urged that total responsibil-
ity for control and oversight of college sports be placed
in the hands of  presidents  of individual universities [or
chancellors  in the UNC system].59 Under the Commis-
sion's "one-plus-three" model for reform, presidents (the
"one" in the "one-plus-three") would focus on the

"three" major ways to clean-up college sports - aca-
demic integrity, financial integrity, and independent cer-
tification of athletics programs. "The Commission's
bedrock conviction is that university presidents are the
key to successful reform," the 1991 report stated. "They
must be in charge - and be understood to be in charge
- on campuses, in conferences, and in the decision-
making councils of the NCAA." 60

In response to continuing problems with college
sports, the Knight Commission reconvened in June 2000
to reassess what had happened to college sports since its
initial recommendations were issued. The Commission
also wanted and to examine whether the changes they
recommended a decade earlier had been implemented
and if so, to evaluate whether they had worked well.

The Knight Commission, again co-chaired by
William Friday, issued its second report in June 200161
and found that problems in college sports had worsened
despite some NCAA rule changes. The 2001 report
stated, "The Commission now finds that the NCAA has
made considerable progress toward achieving the goals
the Commission laid out in its earlier reports. Many
reform efforts have been undertaken with sincerity and
energy. It is clear, however, that good intentions and the
reform measures of recent years have not been enough.
We find that the problems of big-time college sports have
grown rather than diminished."62 The Commission
found that the most glaring problems it identified -
"academic transgressions, a financial arms race, and
commercialization - are all evidence of the widening
chasm between higher education's ideals and big-time
college sports. "63

Among the 2001 Commission recommendations
were: (1) barring teams that do not graduate at least 50
percent of their players from conference championships
or post-season play (by 2007); (2) prohibiting athletes
from wearing uniforms with corporate logos; (3) treating
athletes more like other students; (4) setting coaches'
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salaries in the context of other salaries in higher educa-
tion, (5) universities alone would decide when games
would be played and broadcast on television; and (6) en-
couraging the NBA (National Basketball Assocation) and
NFL (National Football League) to develop minor
leagues to give young athletes a route to professional
sports other than playing on college or university teams.
The panel stated its belief that "only a multilateral effort
among college presidents can reduce out-of-control
spending on college sports and academic transgressions"
and that "if intercollegiate athletics cannot live honorably
within the American college and university system, then
institutions should get out of the business of big-time

sports."'
Meanwhile, graduation rates for scholarship football

players at N.C. State University and UNC-Chapel Hill
are declining, according to statistics reported by the
NCAA. None of the six schools in the UNC system
which provide athletic scholarships has averaged foot-

ball player graduation rates of 60 percent for students
who entered between 1990 and 1998 and would have

graduated between 2001 and 2005. Appalachian State
and UNC-Chapel Hill had the highest averages at 56 and
56.5 percent, respectively, and A&T State the lowest
four-year average at 31.5 percent. N.C. State's 45 and
47 percent graduation rates for 2002 and 2003, respec-
tively, would make it ineligible for post-season play
under the proposed 2001 Knight Commission reforms.
Similarly, the N.C. State men's basketball team's 38
percent and 44 percent graduation rates for 2002 and
2003, respectively, would have made it ineligible for the
post-season as well. For example, N.C. State would not
have been allowed to participate in the 2003 and 2004
NCAA basketball tournaments, the 2003 Gator Bowl, or
the 2004 Tangerine Bowl.65 NCSU netted a minimum
of $1 million for its appearance in the Gator Bowl, a
figure that does not include its additional percentage of
shared bowl revenue from other ACC schools.66

One problem with the Knight Foundation Commis-
sion's logic and the UNC Board of Governors delega-
tion of authority is that it assumes that campus presi-
dents or chancellors will always want to be the ones
protecting the university from big-time sports. James
J. Duderstat, President  Emeritus  of the University of
Michigan and a staunch defender of campus CEO
accountability for intercollegiate athletics, warns that "in
many cases it has been the presidents themselves who
have driven intercollegiate athletics with their desire for
more revenue from events such as the NCAA basketball
tournament or postseason play in football. Like the oth-
ers associated with intercollegiate athletics, the presi-
dents all too frequently give priority to competitive is-
sues or revenue generation rather than to the welfare of
student-athletes or the alignment of sports with the edu-
cational mission of the university."67

Chancellors can be part of the problem, not the
solution, in wanting their sports teams to succeed at all
costs. For example, N.C. State University Chancellor

Bruce Poulton was part of the problem in the 1989
basketball scandal involving NCSU Coach Jim Valvano.
In 1999 and 2000, firings of two football coaches at the
two largest UNC campuses raised questions among fac-
ulty and the media about whether chancellors were the
best arbiters or reformers of college athletics and uni-
versity priorities. In November 1999, former N.C. State
Chancellor Marye Anne Fox fired coach Mike O'Cain,
and in November 2000, newly-installed UNC-Chapel
Hill Chancellor James Moeser fired coach Carl Torbush.

The Torbush firing disappointed and angered the
school's football team and many members of the faculty.
UNC-CH English professor Trudier Harris resigned in
protest from the institution's Faculty Committee on Ath-
letics, stating, "I consider the firing of Football Coach
Carl Torbush to be incompatible with the expressed goals
of our athletic program - at least our publicly expressed
goals."68 She added that such a decision is a "public
indication" that the university is "just as driven by
money and powerful fans" as schools that UNC con-
demns. The same sentiments were expressed by an
editorial in the Raleigh  News & Observer,  which com-
mented, "The firing of UNC-Chapel Hill football coach
Carl Torbush is a sad commentary on the priorities of
the athletics program. The coach appears to be another
victim of big-money sports boosterism."69 Tar Heel fans'
lack of enthusiasm for Carl Torbush's teams had become
an economic problem, said UNC-CH officials to justify
the firing. During the coach's three years, the Tar Heels
won 17 games and lost 18, and empty seats in Kenan
Stadium, which had a $50 million upgrade and expan-
sion completed in 1997, hurt the athletics department's
bottom line. According to Chancellor Moeser, Carolina
needed a football program that could bring back the fans
at a time when the university was embarking on a $1.5
billion fund-raising campaign.70

Former N.C. State Chancellor Fox and UNC-Chapel
Hill Chancellor Moeser both have stated their beliefs that
making a university "excellent" is integrally tied to hav-
ing championship-caliber sports teams. Fox and Moeser
came to the ACC from football powerhouses at the
University of Texas and the University of Nebraska,
respectively. Upon taking over at N.C. State, Fox asked
for "a national athletics championship."" And, part of
Nike's $28 million contract with UNC-Chapel Hill in-
cludes $800,000 spread over eight years to an academic
enchancement fund controlled by Chancellor Moeser,
who says he plans to spend that money on undergradu-
ate education.

Two major events in 2003 raised further questions
about whether the Board of Governors has delegated too
much authority for intercollegiate athletics to the cam-
puses - a record compensation package for a UNC-CH
coach involving an exemption to the 1991 Board
standards on coaching contracts, and the lack of Board
involvement in the decision to expand the number
of schools in the Atlantic Coast Conference. In order
to lure University of Kansas basketball coach Roy
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Williams, UNC-Chapel Hill offered him the most
lucrative compensation package in the institution's his-
tory. The package, worth $1.6 million per year for five
years, was granted a special exemption from the Board
of Governor's 1991 standards on coaching contracts,
even though it violated the Board's guidelines to cam-
puses published in the University's policy manual.

The Board of Governors put guidelines on coach-
ing contracts in place in 1991 to limit the financial re-
sponsibility of campuses and avoid excessive buyouts.
The provisions were, in part, a response to the contract
buyouts of former UNC-CH football coach Dick Crum
and former NCSU basketball coach Jim Valvano, which
totaled more than $1.4 million. In September 2003, the
Board of Governors granted an exemption to the 1991
provisions to UNC-CH for the Roy Williams contract.
Specifically, the Williams contract needed the exemp-
tion because it contains provisions that would require
UNC-CH to reimburse Williams for loss of outside com-
pensation, such as the contract for his television show,
if he is fired as coach by the campus. This practice was
expressly forbidden by the 1991 guideline in the UNC
policy manual. "What we approved was a deviation
from the guidelines," says Brent Barringer, a member of
the Board of Governors sitting on the committee that
approved the contract. "We did not change the guide-
lines. We agreed it was time to revisit the guideline and
see if [it] still had validity, that if it should be changed
after 13 years ... we didn't intend to open up a big ex-
ception or loophole."72 However, NCSU athletics direc-

tor Lee Fowler got a different signal from the exemp-
tion, saying, "Judging from what I'm being told [on the
Williams contract], it could open the door for others."

The second controversy raising questions about del-
egation of athletics to campuses involves the decision
to expand the number of schools in the Atlantic Coast
Conference (ACC), which includes two public univer-
sities in the UNC system, N.C. State University and
UNC-Chapel Hill - first to expand from nine to 11
teams, then three months later to expand to 12 teams.
The conference expansion is designed to maximize rev-
enue for ACC schools by increasing access to television
markets and providing a future entree into the lucrative
Bowl Championship Series (BCS). For the ACC expan-
sion to have a revenue neutral impact on the athletics
budgets of its current schools, the conference will need
to net at least $30 million from the addition of a con-
ference football championship game and renegotiated
television rights packages.

Former Knight Commission Co-Chairman and UNC
President  Emeritus  William C. Friday denounced the
decision to expand the conference, saying, "This deci-
sion means [the ACC] has become a follower of
money."" Specifically citing the influence of commer-
cial television over college sport, Friday says, "What it
adds up to is moving more and more toward becoming
America's entertainment industry"

UNC President Molly Broad did not participate in
the public debate on ACC expansion even though she
oversees two ACC schools, N.C. State University and
UNC-Chapel Hill. Broad says the controversy surround-
ing ACC expansion is just another example of colleges
participating in an athletic arms race. "Each new ma-
jor decision reveals a new low," she says. "It's quite un-
derstandable that people see intercollegiate athletics as
out of control."74

There are some encouraging signs of support for
measures to support reform of athletics by those in
university governance positions in North Carolina, as
follows:

• In 1993, former UNC President C.D. Spangler Jr.
asked the system's institutions to disclose the
terms of personal services contracts between the
institutions' coaches and anyone with whom they
do business while using state resources - from
shoe suppliers like Nike to auto dealers who sup-
ply cars to coaches.75

Former UNC President William Friday co-chaired
the Knight Foundation Commission on
Intercollegiate Athletics.
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Chancellors of UNC constituent  institutions at a meeting of the Board of Governors in Chapel Hill

G In 1995, former UNC-Chapel Hill Chancellor  
Michael Hooker began overseeing the finances of
the Rams Club, an athletic booster club (officially
called the Educational Foundation) which then
controlled $60 million in assets. The chancellor
and Rams Club reached this agreement after the
Southern Association of Colleges and Universi-
ties told the university that it would have to as-
sume control of the Rams Club before the univer-
sity could be reaccredited.76

c In 2000, former UNC-CH basketball player James
E. Delaney, now commissioner of the Big Ten
Conference, suggested to the Knight Commission
that they back restoration of rules that required
colleges to admit only those athletes who were
capable of performing at the same academic level
as their peers who are not athletes.77

c In 2001, the UNC-CH Faculty Council approved
a resolution urging Atlantic Coast Conference
presidents and chancellors to come up with a strat-
egy to implement the reforms of college athletics
outlined in the 2001 Knight Commission.71

To recap the problems with the current system of
oversight of intercollegiate athletics by the UNC Board
of Governors:

Intercollegiate athletics has been a trouble spot his-
torically in governance of public universities and in
the relationship between local campus boards and the
President and the Board of Governors  of the UNC
system, including the following:

o Problems in the 1930s with football that led to
University President Frank Porter Graham at-
tempting to reduce "rampant professionalism" in
college sports.

o A point-shaving scandal that prompted UNC
President Bill Friday to cancel the Dixie Classic
basketball tournament in 1961.

o Allegations of drug use, improper gifts, grade-
fixing ,  sale of players '  shoes, and use of compli-
mentary tickets that resulted in a two-year proba-
tion for N .C. State's basketball team by the
NCAA  in 1989 and the resignation of NCSU
Chancellor Bruce Poulton.

C Firings of football coaches at Carolina and State
in 1999 and 2000 over the objections of campus
faculty as being incompatible with the expressed
goals of university athletics and academic programs.

G Since 1953, seven  of the 16 UNC  constituent in-
stitutions  have  been sanctioned for "major infrac-
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tions" of bylaws of the National Collegiate Ath-
letic Association .  North Carolina State Univer-
sity has been sanctioned five times, ranking it
fourteenth on the all-time list of institutions with
major violations of rules of the 1,024-member
NCAA (National Collegiate Athletic Association).

  Buyouts of the contracts  of UNC- CH football coach
Dick Crum and NCSU basketball coach Jim Valvano
which totaled more than $1 .4 million.

  A $1.6 million -a-year contract  for UNC- CH basket-
ball coach Roy Williams being allowed by the Board
of Governors despite the contract exceeding the
Board's guidelines on excessive buyout clauses.

  Regular scheduling of football and basketball games
on Sundays and school nights, including 9 p.m.
games.

  A UNC- Chapel Hill contract with Nike sports com-
pany that requires placement of the Nike logo on the
University' s Website.

  Expansion of the number of teams in the Atlantic
Coast Conference with little or no input or voice by
the UNC President or Board of Governors in the matter.

  Coaches' salaries that now regularly exceed $1 mil-
lion, while UNC chancellor 's salaries average
$201,81679 and salaries for full-time faculty  at UNC's
four-year public universities average $76 ,070. Even
the highest -paid university employee ,  Dr. William
Roper , CEO of UNC  Health Care System, makes
$450,000 ,80 or one -third to half of what many foot-
ball and basketball coaches earn.

  Graduation rates for football players that consistently
lag the graduation rates of the student bodies as a
whole at six campuses within the system and which,
at best, never average above 60 percent.

The Center believes these problems justify a change
in the current policies of the UNC Board of Governors'
on intercollegiate athletics. The danger of the current
policies is that sports are driving University policy, in-
stead of the University's three statutory missions of
teaching, research, and public service. The Center be-
lieves the Knight Commission's recommendations offer
the best blueprint for the future. The UNC-Chapel Hill
Faculty Council approved a resolution urging the chan-
cellors and presidents of the ACC schools to come up
with a strategy to implement the reforms outlined in the
Commission's 2001 report. We believe it is time for the
Board of Governors to adopt system-wide guidelines on
intercollegiate athletics in line with the Knight
Commission's 1991 and 2001 reports. This will be per-
haps the most difficult recommendation to implement in
this report, but if the UNC system leads;.the rest of the
nation will follow. No less than the University's soul
and ability to accomplish its central mission are at stake.

Policies on Private Fundraising by Public
Universities

9. (a) The UNC Board of;Governors  should estab-
lish policies to increase  equity  among the local
campuses on private fundraising and develop-
ment staff.

(b) The UNC  Board  of.Governors  should  clarify
and broaden its definition of university -affiliated
foundations and related entities in a manner con-
sistent with the State  Auditor 's special  review of
October 2004,  expand reporting requirements for
these foundations and related entities ,  and ensure
that these reports are public records.

As the state's public universities have turned to pri-
vate sources of funding to help support campus opera-
tions, the UNC Board of Governors needs to adopt
fundraising policies to monitor and channel such efforts.
Currently, the Board of Governors receives a fund-
raising and endowment report annually, which specifi-
cally outlines national giving trends, tracks the results
of the 16 campuses, and benchmarks their work against
peer institutions. Since 2001, the Board also has re-
quired all campuses to record their fundraising results
with Voluntary Support for, Education and with the
National Association of College and University Business
Officers' annual surveys.

However, while the Administrative Manual of The
University of North Carolina includes policies regard-
ing endowments and trust funds," the Board has not
implemented policies or guidelines for campuses on how
they approach fundraising; the relationships with other
campuses that may be in pursuit of the same funds from
individuals, corporations, and foundations; and how the
campuses' development activities affect the larger com-
munity in terms of competing with nonprofits in their
regions. As the University continues to increase the
development capacity on the 16 campuses, the Board of
Governors should establish policies on private fund-
raising and development, especially as related to equity,
transparency, appropriateness, and accountability.

In the fundraising arena, the main issue is equity
among the campuses in providing development staff to
seek funds from sources other than state appropriations.
As shown in Chapter Five, the 16 campuses vary widely
in the size of their development office staffs, the num-
ber of private foundations created on campus (UNC-
Chapel Hill alone has 16 university foundations with
assets of more than $1 million), and their ability to com-
pete for funds from sources other than state appropria-
tions. These sources include the federal government,
alumni, other individual donors, and private foundations
- as well as shoe contracts, cola deals, and other ar-
rangements available to the larger universities' sports
programs.

To its credit, the N.C. General Assembly began to
deal with this equity issue in 1999 with allocations
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ranging from $260,000 for Winston-Salem State to
$308,400 for N.C. Central to beef up fundraising efforts
at seven campuses, including five historically black cam-
puses. However, the Center believes it is the Board of
Governors that now needs to address this equity issue
by adopting a policy that promotes equity among the
campuses in fundraising efforts and staff. In a later re-
port, the Center will examine whether there are dangers
to the universities' missions in seeking corporate fund-
ing for research.

Another issue in university fundraising is transpar-
ency for university-related foundations. In October
2004, the State Auditor raised questions about proper
oversight of the North Carolina School of the Arts and
its university-affiliated foundations. A special review
found that "[t]he school failed to exercise appropriate
control or oversight over its related organizations."

The State Auditor found that state and university-
affiliated foundation money was used to fund three
spending accounts not reported to foundation board
members. Expenses totaling $269,224 were paid from
these accounts for cell phone bills, country club mem-
berships, and $15,000 in lease payments for a Cadillac
Escalade for former Vice Chancellor for Finance and
Administration Joseph L. Dickson. Dickson also re-

ceived more than $90,000 for consulting and expenses
from the foundation over a 13-year period in violation
of university policies. Dickson twice transferred foun-
dation property without authorization to a nonprofit cor-
poration he controlled. First, he transferred three acres
of land without authorization, resulting in the misappli-
cation of $108,000 from the foundation. Second, he
misapplied $177,945 from the foundation related to five
houses that had been donated. The entities involved
included the N.C. School of the Arts Foundation, the
N.C.S.A. Housing Corporation, the N.C.S.A. Unity
Development Corporation, and the Program Support
Corporation, which was established in 1997 to support
the school. Many of the Auditor's findings focused on
the nonprofit Program Support Corporation. Its three-
member board was comprised only of Dickson, Chan-
cellor Wade Hobgood, and Provost Lucinda Lavelli.

State Auditor Ralph Campbell said the School of
the Arts situation created an opportunity for the UNC
system "to bring some needed sunlight to the financial
affairs of the foundations associated with all of our uni-
versities.82 The Auditor recommended that UNC re-
quire every campus in the system to submit a report to
the Board of Governors outlining every foundation and
related agency connected to the University, which

Board of Governors member Bob Warwick chairs the Board's Task Force on Best Financial Practices.
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would include activities, revenues, and expenditures .81

In response, UNC President Molly Broad said that

since 1990, all university-related foundations must be
audited annually and the results given to her office. For
the past seven years, the foundations have been required
to adopt financial standards governing how they oper-
ate. The School of the Arts' foundation audit had shown
no problems though. And, Broad said she and other
system administrators were unaware of the existence of
the Program Support Corporation, the entity that held
some of the money in question. Broad responded to the
Auditor's recommendation that institutions provide fur-
ther information about foundations and related entities,
saying, [On an annual basis, I] "will hereafter require
that the chancellors list all affiliated foundations and en-
tities, affirm that they have adequate financial control in
place, and attest that no other foundations or entities
exist."'

However, President Broad and the State Auditor dis-
agree over which entities would be defined as affiliated
with UNC. For example, the Auditor says payments to
the dean of the School of Filmmaking at the N.C. School
of the Arts from a nonprofit called "North Carolina
School of the Arts Unity Development Corporation"
were a violation of UNC policy against senior adminis-
trators receiving compensation from related organiza-
tions, but UNC disagrees. The School of the Arts
formed the Unity Development Corporation as a non-
profit that would sell bonds to build a corporate head-
quarters called "Unity Place" to lease to Krispy Kreme
Doughnut Corporation.85 In her response to the audit,
Broad says, "The Office of the President does not agree
with the Auditor's conclusion that the Unity Develop-
ment Corporation is an entity that was intended to come
within the meaning of this policy. Nonetheless, in light
of this ambiguity, [I] will recommend that the Board of
Governors clarify its policy."

The Center agrees. We recommend that the Board
of Governors clarify and broaden its definition of uni-
versity-affiliated foundations and related entities, con-
sistent with the Auditor's special review, expand report-
ing requirements for these foundations and related
entities, and ensure that these reports are public records.

Fulfilling the Board of Governors'
Responsibility To Develop "a Long-Range
Plan for a Coordinated System of
Higher Education in North Carolina"

10. The Board of Governors should fulfill its statu-
tory duty and exercise its authority to develop "a
long-range plan for a coordinated system of
higher education ,"  as required by state law in G.S.
116-11(1). Through its Education Oversight
Committee ,  the General Assembly should require
the Board of Governors to exercise its master
planning role and produce a master plan every

four  years  on higher education issues of common
concern to public and private institutions of
higher education ,  including increasing the state's
college-going rate, increasing manpower in fields
of need such as teaching and nursing ,  ease of
transferability between  educational  systems and
institutions ,  and eliminating duplication of pro-
grams.

Centralized master planning for higher education
systems is a primary reason states create higher educa-
tion boards or agencies.86 Forty-three states, including
North Carolina, have higher education governing boards
with authority to conduct master planning for higher
education. The North Carolina statute charges the Board
of Governors to "plan and develop a coordinated sys-
tem of higher education in North Carolina."87 This is
an important duty which the Board is not currently ful-
filling. To that end, it also is the Board's statutory duty
to "maintain close liaison with the State Board of Com-
munity Colleges, the Community Colleges System of-
fice and the private colleges and universities of the
State." The statute also says that, in consultation with
representatives of the State Board of Community Col-
leges and of the private colleges and universities, the
Board of Governors "shall prepare and from time to time
revise a long-range plan for a coordinated system of
higher education...."

Edgar Jenkins, former Chairman of Georgia's Board
of Regents Jenkins says that state's system has an ad-
vantage over North Carolina in addressing the problem
of duplication in that the Georgia Board of Regents gov-
erns both public senior colleges and universities and
community colleges. He says, "So, for example, reme-
dial education programs are now offered only by the
two-year institutions or the four-year colleges that are
not universities," thereby eliminating the need for those
programs at the four-year universities.

Given the chronic budget crises from 2001 through
2005, a possible structural deficit in the state's tax struc-
ture and estimated future revenues, and projected enroll-
ment increases for higher education in North Carolina,
cooperative ventures between UNC and the leaders of
private institutions and community colleges will play
a crucial role in planning for future higher education
needs. Both private institutions and community col-
leges are needed to help absorb an expected enrollment
boom. The 16-campus university system, the 36 pri-
vate colleges and universities, and the 59 community
colleges are facing a projected 31.4 percent increase

in the number of public high school graduates by
2017.88 Of these additional students, 58,213 are ex-
pected to attend a public UNC campus by 2012. His-
torically, the UNC enrollment will account for less than
one-half of the total number of students enrolled in
higher education in North Carolina.89 Better coordi-
nation among all sectors of higher education is needed
if North Carolina is to raise its college-going rate, a
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goal promoted by the university in campaigning for the
$3.1 higher education bond referendum in 2000. How-
ever, the state's college-going rates historically have
lagged the national average. While the overall percent-
age of North Carolinians attending college has met or
exceeded the national average recently (see Chapter
Four for various measures of college-going rates), the
percentage of low-income North Carolinians participat-
ing in higher education remains below the national
average. "We made a very public pact with the people
of North Carolina about providing an opportunity and
a space for them to attend the university, and a com-
mitment to increase the college-going rate in North
Carolina," said Board member Jim W. Phillips Jr., a
lobbyist and Greensboro lawyer. "We have to find a
way to meet that, what I call an obligation"90

Another reason for the Board of Governors to ex-
ercise its responsibility in master planning is the need
for University involvement in addressing shortages in
personnel in certain fields key to the development of the
state, such as teaching and nursing. In an August 2004
study, research by the N.C. Center for Public Policy
Research showed that the state will need more than
10,000 new teachers each year because of the state's
growing school-age population, Gov. Mike Easley's ef-
forts to reduce class sizes in kindergarten and grades 1-
3, and the new federal requirement of a "highly quali-
fied teacher in every classroom" under the No Child Left
Behind Act. There are teacher education programs at
15 of the 16 public universities and on 32 private cam-
puses. However, all the state's public and private col-
leges and universities  combined  currently produce about
3,100 teachers a year. Only 2,200 of these graduates end
up teaching in North Carolina, and only about 1,400 are
still teaching three years later. And, the Center found
that teacher turnover for school years 1998-99 through
2002-03 averaged 13.18 percent. Though the public
universities cannot solve the teacher shortage problem
alone, they must be part of the solution.9t

Similarly, the aging of the Baby Boom generation
will exacerbate a shortage of nurses. The first Baby
Boomers (born in 1946) will turn 65 in 2011, and health
officials estimate that North Carolina will need 9,000
more nurses by the year 2015 and almost 18,000 by
2020, according to the N.C. Institute of Medicine's Task
Force on the N.C. Nursing Workforce. The UNC sys-
tem has nine bachelors degree nursing programs among
the 16 public universities. There also are four such pro-
grams at private colleges and universities, as well as
associate degree programs at 45 community colleges.92
Again, the public universities cannot solve the coming
nursing shortage alone, but they must be part of the
solution here too.

Some UNC leaders have argued that the Board of
Governors' role in coordinating higher education is lim-
ited because, as former Board of Governors member
John Sanders says that "the statutes make clear that the
Board of Governors or the President as its agent cannot

require  anything of the community colleges or of the
private colleges and universities but may only  solicit
their cooperation  [emphasis his]"93 While such argu-
ments acknowledge the political difficulties and experi-
ence of the Board of Governors when it had responsi-
bility to review requests for state aid by private schools,
they ignore the statutory charge to the Board and the
benefits to the state of North Carolina of initiating co-
ordinated planning efforts in higher education. Such
efforts also could help eliminate unnecessary duplica-
tion of academic programs in public and private institu-
tions and harmful competition between the two sectors.
For example, private nonprofit Elon University, private-
for-profit Florida Coastal School of Law (to be located
in Charlotte), public UNC-Charlotte, and maybe even
private nonprofit Queens University in Charlotte all are
currently pursuing plans to establish new law schools in
North Carolina. The state already has five law schools.
Do we need five, six, or nine? The Board of Governors
has the responsibility to answer this question.

Two other developments will heighten the need for
an increased Board of Governors' role in planning.
Distance education and on-line courses will provide a
new way of meeting student demand and a new form of
competition among public and private universities. And,
for profit colleges are growing rapidly. Though for-profit
colleges still enroll less than 3 percent of all
postsecondary students nationally, their enrollment is
growing much faster than that of higher education as a
whole - an estimated 28 percent increase in 2003-04
and 22 percent in 2004-05.94

The University of Phoenix, the nation's largest for-
profit, private university system, already has entered
North Carolina. At its Charlotte branch, the university
serves about 700 students and offers degrees in business
and information technology and management, among
others. It also is applying for a license to open a branch
in Raleigh. Nationally, the University of Phoenix has
55 branches or campuses and 102 learning centers in 33
states and offers much of its coursework through online
programs. Another private company, Strayer University,
has campuses in Cary and north Raleigh.95

In addition to the clear statutory charge, the need
for overall higher education comprehensive planning in
the face of an enrollment boom, and the need to address
shortages in key professions, another reason for the
Board of Governors to exercise its planning powers is
that since 1971, the N.C. General Assembly has provided
substantial funds to private colleges and universities in
North Carolina96 to assist in the education of North
Carolina students - currently through the North Caro-
lina Legislative Tuition Grant Program and the State
Contractual Scholarship program, based on the number
of state residents enrolled in private colleges and uni-
versities (see Chapter 4 for additional discussion and
information about these programs). The $17.2 billion
state budget enacted by the 2005 General Assembly
appropriated a total of $89.6 million in FY 2005-2006
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annually in state financial aid for students attending
private colleges in North Carolina.97

In 1993, the state created two vehicles and oppor-
tunities for cooperative planning between UNC and edu-
cational institutions outside of the university system:
(1) the Education Cabinet,98 chaired by the Governor,
and composed of the UNC President, state Superinten-
dent of Public Instruction, President of the state Com-
munity College System, Chair of the State Board of
Education, and (added to the statutory membership by
the 2001 General Assembly), the President of North
Carolina Independent Colleges and Universities"; and
(2) the State Education Commission, consisting of the
UNC Board of Governors, the Board of the Community
College System, and the state Board of Education. 100 In-
dependent Colleges Association President Hope Will-
iams, believes the Education Cabinet provides the best
forum for cooperative planning efforts between public
and private universities. "With the establishment of the
Cabinet, a lot more time has been spent talking about
education in this state," Williams says. "It is an excel-
lent forum, and I think we will see the Cabinet doing
more and more in the future."

In fact, both of these forums could provide vehicles
for talks with leaders of private higher educational in-
stitutions on ways to achieve the best use of state re-

sources for higher education in an era of dramatic en-
rollment growth. More regular meetings could produce
plans for how to handle issues of mutual concern.
Former Governor Robert W. Scott outlines the challenge
this way: "There are now three ponds of water - the
K-12 system, the community colleges, and the univer-
sities. To get from one to the other now requires some
effort. There's not a free flow. What we need to have
is one continuous stream"

To recap our findings from Chapter Four and the
reasons for this recommendation that the Board of Gov-
ernors should fulfill its statutory duty and exercise its
authority for master planning in higher education:

  It is the law. The General Assembly mandated in
N.C.G.S. 116-11(1) that the Board of Governors
"plan and develop a coordinated system of higher

education in North Carolina" and that, in consulta-
tion with representatives of the State Board of Com-
munity Colleges and of the private colleges and uni-
versities, the Board of Governors "shall prepare and
from time to time revise a long-range plan for a co-
ordinated system of higher education...." The ve-
hicles for accomplishing this coordinated planning
already exist in the Education Cabinet and State
Education Commission.

UNC Board of Governors member Willie Gilchrist at a  meeting in Chapel Hill

E
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URIC Board of Governors meeting in  Chapel Hill

  Centralizing  master planning  for higher education is  
a primary reason that 43 states have created higher
education boards such as the UNC Board of Gover-
nors. The need for the Board of Governors to exer-
cise leadership is all the more important because
North Carolina, unlike many other states, has no cen-
tral board or agency with authority to plan or coor-
dinate higher education policy for  both  two-year
community colleges and four-year public colleges
and universities. North Carolina has separate gov-
erning boards for our public university and commu-
nity colleges systems, and the State Board of Com-
munity Colleges does not have nearly as much power
and authority over its constituent institutions as the
UNC Board of Governors has over public universities.

  Master planning is needed to plan for how the state's
higher education institutions (16 public universities,
59 community colleges, and 36 private colleges and
universities) are going to accommodate the future
enrollment boom - a projected 31.4 percent increase
in public high school graduates by 2017 in North
Carolina. Master planning also is important to at-
tain the state goal of increasing our college-going rate
in a global economy that increasingly demands more
than a high school education and frequent retraining.

  Master planning is needed to ease mobility and trans-
ferability of courses and credits between the three
systems of higher education.

The Board of Governors needs to exercise leader-
ship in harnessing all of higher education to address
shortages in personnel in certain fields key to the de-
velopment of the state, such as teaching and nurs-
ing. North Carolina will need more than 10,000 new
teachers a year for the next 10 years, but all of the
state's public and private colleges and universities
combined  currently produce only 3,100 teachers a
year. And, the state will need 9,000 more nurses by
2015 to serve the growing elderly population.

Master planning is needed to help eliminate unnec-
essary duplication in academic programs of declin-
ing interest or effectiveness or where there is an over-
supply in public or private institutions.

Private for-profit colleges and distance education and
on-line courses will be a new source of competition
in higher education and heighten the need for an in-
creased Board of Governors' role in planning.

Planning is needed to allocate scarce resources
among public universities, public community col-
leges, and private colleges and universities - all of
which receive significant state funding. Public uni-
versities receive $2.086 billion (plus $16.6 million
for capital improvements) from the state's General
Fund in Fiscal Year 2005-2006, community colleges
receive $787 million, and private colleges and uni-
versities receive $89.6 million a year through the

0

0

0
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N.C. Legislative Tuition Grant Program and the State

Contractual Scholarship Program. With this state
money comes an obligation to help meet state goals.

The Board of Governors is in a unique position to
strengthen all of higher education in North Carolina. It
also has the tools it needs in statutory authority and
funding. The Governor and legislature, through its Edu-
cation Oversight Committee, need to send some signal
to the Board of Governors to initiate more action in
fulfilling its master planning role as  required by N.C.
law.  As former Governor Robert Scott says, "Now that
the system has matured and proved itself, Board mem-
bers should exercise their role as planners."

The Board's Leadership Role on Tuition Policy
and Setting Tuition Rates Within a
Constitutional Restraint

11. The  Board should continue its recent activities in
taking a leadership role in setting system -wide tu-
ition rates ,  and the  General Assembly should re-
visit its decision to permit individual campuses to
initiate additional tuition rate increases . The Cen-
ter recommends that the  General Assembly repeal
N.C. General Statute §116 .40-22 (c) which permits
local campus boards of trustees to propose rais-
ing tuition rates and keep the full proceeds on
their campus.  The Board of Governors  should re-
vise the UNC General  Administration policy
1000 .1.1 to remove  the provisions allowing for
campus-initiated tuition increases.

Thirty-four central higher education boards, includ-
ing the UNC Board of Governors, have the authority to
set tuition and fees at constituent institutions. 101 North
Carolina law authorizes the Board of Governors to "set
tuition and required fees at the institutions, not incon-
sistent with actions of the General Assembly."102 None-
theless, one area where the Board of Governors has
rarely exercised its power over its 34-year history until
recently is in tuition policy. For the first 27 years of its
existence - from 1972 until 1999 - the UNC Board
of Governors  never  recommended a tuition increase to
the General Assembly, with the sole exception of its first
budget request in 1973, when the Board equalized tu-
ition among institutions with comparable missions.
During that time, actions by the General Assembly pre-
ceded any action by the Board of Governors when tu-
ition was increased.

University Board members and Presidents histori-
cally have been governed by a directive in the state Con-
stitution "that the benefits of The University of North
Carolina and other institutions of higher education, as
far as practicable, be extended to the people of the State
free of expense °'103 This constitutional mandate is the
main reason North Carolina has among the lowest tu-

ition rates in the country, ranking 131 lowest, on aver-
age, among the states in tuition and fees at four-year
public universities in 2002-2003. In practice, the
Board's decision to refrain from proposing system-wide
tuition increases for North Carolina residents has by
default left this decision to the legislature (See Table 4.3,
UNC Tuition Increases, 1970-2003). The  legislature
itself initiated tuition increases in 1971, 1974, 1975,
1977, 1981, 1983, 1985, 1987, from 1989-1998, and
2003. The  Board of Governors  initiated tuition increases
in 1973, 1999, 2000, 2001, and 2002. The Board rec-
ommended against a system-wide increase in 2003 but
was overruled by the legislature. As a result of these
cumulative actions, undergraduate tuition for North
Carolina residents has risen by 71 percent over a five-
year period (1999-2004).

In a 1998 op-ed piece written for  The News &

Observer  of Raleigh, UNC President Molly Corbett
Broad outlined four "unintended - and decidedly nega-
tive - consequences" of this practice. She wrote, "Over
the past 10 years, tuition has risen by an average of more
than 8 percent per year - a rate well above any rea-
sonable measure of affordability."104 She added that "the
practice by the Board of Governors of not considering
tuition increases has shifted the locus of deliberations
away from the University and has forced the legislature
to act without the considered advice of the Board."

In order to address the repercussions of this shift in
initiative from the Board of Governors to the General
Assembly - including both legislative end-runs by cam-
pus leaders and the General Assembly enacting budgets
with tuition increases, used mostly to help balance the
state budget - President Broad formed a Tuition Policy
Task Force composed of Board of Governors members,
faculty, staff, and students. The 77-page report produced
by the task force and adopted by the full Board in No-
vember 1998 described a plan designed to create a more
inclusive, purposeful process for setting tuition.

The report envisioned that the Board would approve
tuition changes a year in advance (a practice the Board
has not adopted), and the 16 campuses would come to
the Board with their own proposals and justifications for
increases. Students were generally supportive of the
plan because individual institutions would have more
input in tuition planning and because the plan was ex-
pected to help prevent last-minute tuition increases that
are often a hardship for students on tight budgets.'°5

In 1999, based on the work of this task force, UNC
leaders made their first request since 1972 for higher
tuition rates for in-state students. The 1999 General
Assembly responded to the Board's recommendations by
approving the new tuition rates as proposed.106 However,
the state Senate's version of the 1999 budget bill that
endorsed the tuition increases recommended by the Board
also contained a provision the Board of Governors did
not request - one which would have permitted  local
boards of trustees  to increase tuition rates for the 2000-
2001 and 2001-2002 academic years. Although the
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provision would have given campus boards the unilat-
eral authority to increase tuition up to the stated amount,
the institution would have been required to "notify" the
Board "of the amount of increase, additional receipts
anticipated, and the allocation of the funds among
various programs in a format prescribed by the Board
of Governors." The state House refused to accept this
Senate provision."'

The Board's 1998 task force report had included a
recommendation favoring campus initiation of tuition in-
creases "in the unusual event that exceptional circum-
stances" warrant. Even though the task force recommen-
dation had never been incorporated into  The Code,  and
was consequently not UNC policy, five of the 16 insti-
tutions proposed across-the-board campus-initiated tu-
ition increases ranging from $120 to $300 for the aca-
demic year 2000-01 and by similar amounts for
2001-02.

In February 2000, the Board recommended that in-
state tuition rates for undergraduate students at all 16
campuses be increased by 2.1 percent and that tuition
rates for in-state graduate and first-professional students
rise by 5.6 percent at UNC-Chapel Hill and N.C. State
and by 4.1 percent at all other campuses. The 2000 Gen-
eral Assembly enacted these increases, which took ef-
fect in the fall of 2000.108 And, at its meeting on No-
vember 10, 2000, the Board agreed to send a budget
request to the 2001 General Assembly which included
a 4 percent across-the-board tuition increase for all cam-
puses, which would take effect in the fall of 2001. In
addition to the five campuses which had already done
so, six other campuses chose to exercise their authority
to initiate tuition increases for the 2001-2002 academic
year. In March 2001, the Board of Governors acted on
campus-initiated tuition proposals for 2001-2002, ap-
proving tuition increases for all students attending the
six schools.109 These funds, which were in addition to
general tuition increases adopted by the Board of Gov-
ernors in November 2000, are to be kept and used by
the campuses to address high-priority needs, as defined
by the campus. Furthermore, each campus was required
to set aside a portion of its tuition revenues for need-
based financial aid and to submit a detailed spending
plan for review and approval by the President.

In September 2001, the General Assembly enacted
a special provision in the budget which allowed cam-
pus boards of trustees to recommend tuition and fee in-
creases to the system Board of Governors "without re-
gard to whether an emergency situation exists.""' In
2002, the Board of Governors approved a "package" of
tuition increases, which included the campus-initiated

Erskine  Bowles took office  as
UNC President in 2006

increases for institutions not previously receiving one,
system-wide increases, and additional campus-initiated
increases at UNC-Chapel Hill and N.C. State, but at
reduced amounts from what was submitted. Between
February 2000 and March 2002, the Board of Governors
approved campus-initiated tuition increases submitted by
all 16 campuses. In February 2003, the Board then in-
corporated a procedure into  The UNC Policy Manual  for
proposing these changes. The new policy reads, "Cam-
puses may experience circumstances that suggest that an
across-the-board change in undergraduate tuition may be
needed.""' However, in 2003, the Board, publicly op-
posed additional system-wide tuition increases, but the
2003 legislature enacted a 5 percent tuition increase over
the Board's objection. In March 2004, over the
Governor's objection, the Board of Governors approved
another package of campus-initiated tuition increases
with amounts ranging from $225 to $450 per student per
semester. The 2004 legislature enacted a budget that did
not include a system-wide tuition increase, but did al-
low the campus-initiated tuition increases approved by
the Board of Governors, with constituent institutions
keeping the proceeds on their campuses.

Tuition policy is a balancing act between compet-
ing state goals. On the one hand, tight state budgets lead
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university policymakers to turn to tuition increases as a
way to generate more revenue. Also, because UNC tu-
ition rates are among the lowest in the country, students
whose families have the ability to pay more of the full
costs of their education are being subsidized by the
state's population as a whole, which is poorer. On the
other hand, North Carolina traditionally has not had a
high college-going rate, and in an economy where more
higher education is needed, low tuition might be the best

policy. But, the factor which tilts the balance most to-
ward a low tuition policy is the state's unique Constitu-
tional requirement that a university education be "as far
as practicable ... free of expense."

Tuition policy also is a balancing act at different
levels of higher education governance. At the
President's and Board of Governors' level, policymakers
have to balance the mandate in the state Constitution and
their laudable desire to raise college-going rates with the
system's need for revenue and the state's competitive-
ness with tuition levels at other states' public universi-
ties. At the campus level, chancellors and local boards
of trustees usually want to have some source of revenue
they can control, such as tuition. They closely follow
tuition rates at competing higher education institutions,
public and private, and they always want flexibility
within a large state system. There is no answer that is
right all of the time for all public universities in all states.

The Center believes that UNC Board of Governors
is in the best overall position to balance the legitimate
needs of the campuses while meeting the state constitu-
tional mandate that "the benefits of The University of
North Carolina and other public institutions of higher
education, as far as practicable, be extended to the
people of the State free of expense." The Center com-
mends the Board for developing and implementing its
new, comprehensive policy for setting tuition rates at the
16 campuses. However, the Center believes the frequent
and substantial tuition increases in 1999, 2000, 2001,
2002, and 2003 - five increases amounting to a 71 per-
cent increase over a five-year period (1999-2003) -
have invited a lawsuit on whether these increases vio-
late the state constitutional guarantee of a university
education that is nearly "free of expense." While the
Center believes the Board is going in the right direction
when it exercises its full statutory authority over tuition
decisions, the Center is concerned that the Board's newly
found activism in this area could be undermined by the
General Assembly's decision to permit individual cam-
puses to implement their own additional tuition in-
creases. Allowing such a determination to be made by
local boards raises the specter of another harm the 1971
University reorganization was intended to prevent - the
further politicization of higher education funding. And,
because it is easier for some campuses to raise tuition
than it is for others, locally-determined tuition increases
have the potential to widen the gap between the haves
and the have-nots. The Center recommends repeal of
the legislation which permits local campus boards of

trustees to propose raising tuition rates and keep the full
proceeds on their campus. The Center also recommends
that the Board of Governors revise its policy manual to
remove the provisions allowing for campus-initiated
tuition increases.

Concluding Observations-

The structure of North Carolina's university governance
system reflects a delicate balance:

G among the Governor, the legislature, the UNC
System President, and the UNC Board of Gov-
ernors;

C between the UNC System President and Board of
Governors and the chancellors and local campus
boards of trustees;

G between the mandate of the state Constitution for
university education "as far as practicable ... free
of expense" and the university's need for revenue;
and

C among multiple missions of teaching, research,
and public service.

The balance achieved by any university system de-
pends heavily upon relations between the central gov-
erning Board and the General Assembly. UNC Board
of Governors members can protect their ability to make
decisions free of legislative interference by making sure
that the Board does not abdicate its responsibility to deal
with difficult issues such as tuition increases, account-
ability for management decisions made by individual
campuses, or the role of the system's historically black
institutions. Similarly, the Board must ensure that it
does not fail to act on key issues before the General
Assembly steps in.

University governance does matter. But governance
issues should not be viewed in a vacuum. The UNC
Board of Governors and President should take the lead
in self-evaluation and review of higher education policy
in order to prevent having changes imposed by a politi-
cal process. The Board of Governors is in a unique
position to strengthen all of higher education in North
Carolina. By and large, it has the tools it needs in statu-
tory authority and funding to guide and govern higher
education in North Carolina.

UNC's historic dual commitment to educational
access and excellence, as reflected in its statutory mis-
sions of teaching, research, and public service, can be a
touchstone for the Board in taking on these challenges.
As former UNC Board of Governors Chairman Sam
Neill says, "Very few states have had the courage to do
what we do in this state. The risk is that people won't
look at the long-term picture. We are a 200-year insti-
tution. We're here for the duration."
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NORTH CAROLINA STATE CONSTITUTION

ARTICLE IX

EDUCATION

Section  8. Higher education.
The General Assembly shall maintain a public system of higher education, comprising The University of
North Carolina and such other institutions of higher education as the General Assembly may deem wise.
The General Assembly shall provide for the selection of trustees of The University of North Carolina
and of the other institutions of higher education, in whom shall be vested all the privileges, rights,
franchises, and endowments heretofore granted to or conferred upon the trustees of these institutions.
The General Assembly may enact laws necessary and expedient for the maintenance and management of
The University of North Carolina and the other public institutions of higher education.

Section 9.  Benefits of public institutions of higher education.
The General Assembly shall provide that the benefits of The University of North Carolina and other
public institutions of higher education, as far as practicable, be extended to the people of the State free
of expense.
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Article 1.

The University  of North Carolina.

Part 1. General Provisions.

§ 116-1.  Purpose.
(a) In order to foster the development of a well-planned and coordinated system of higher

education, to improve the quality of education, to extend its benefits and to encourage an
economical use of the State's resources, the University of North Carolina is hereby redefined in
accordance with the provisions of this Article.

(b) The University of North Carolina is a public, multicampus university dedicated to the
service of North Carolina and its people. It encompasses the 16 diverse constituent institutions
and other educational, research, and public service organizations. Each shares in the overall
mission of the university. That mission is to discover, create, transmit, and apply knowledge to
address the needs of individuals and society. This mission is accomplished through instruction,
which communicates the knowledge and values and imparts the skills necessary for individuals
to lead responsible, productive, and personally satisfying lives; through research, scholarship,
and creative activities, which advance knowledge and enhance the educational process; and
through public service, which contributes to the solution of societal problems and enriches the
quality of life in the State. In the fulfillment of this mission, the university shall seek an efficient
use of available resources to ensure the highest quality in its service to the citizens of the State.

Teaching and learning constitute the primary service that the university renders to society.
Teaching, or instruction, is the primary responsibility of each of the constituent institutions. The
relative importance of research and public service, which enhance teaching and learning, varies
among the constituent institutions, depending on their overall missions. (1971, c. 1244, s. 1;
1995, c. 507, s. 15.17.)

§ 116-2.  Definitions.
As used in this Article, unless the context clearly indicates a contrary intent:

(5)

"Board" means the Board of Governors of the University of North Carolina.
"Board of trustees" means the board of trustees of a constituent institution.
"Chancellor" means the chancellor of a constituent institution.
"Constituent institution" or "institution" means one of the 16 public senior
institutions, to wit, the University of North Carolina at Chapel Hill, North
Carolina State University at Raleigh, the University of North Carolina at
Greensboro, the University of North Carolina at Charlotte, the University of
North Carolina at Asheville, the University of North Carolina at Wilmington,
Appalachian State University, East Carolina University, Elizabeth City State
University, Fayetteville State University, North Carolina Agricultural and
Technical State University, North Carolina Central University, North Carolina
School of the Arts, Pembroke State University, redesignated effective July 1,
1996, as the "University of North Carolina at Pembroke", Western Carolina
University, and Winston-Salem State University.
"President" means the President of the University of North Carolina.
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(6) "Vending facilities" has the same meaning as it does in G.S. 143-12.1. (1971, c.
1244, s. 1; 1983 (Reg. Sess., 1984), c. 1034, s. 171; 1995 (Reg. Sess., 1996), c.
603, s. 1.)

Part 2. Organization, Governance and Property of the University.

§ 116-3. Incorporation and corporate powers.
The Board of Trustees of the University of North Carolina is hereby redesignated, effective

July 1, 1972, as the "Board of Governors of the University of North Carolina." The Board of
Governors of the University of North Carolina shall be known and distinguished by the name of
"the University of North Carolina" and shall continue as a body politic and corporate and by that
name shall have perpetual succession and a common seal. It shall be able and capable in law to
take, demand, receive, and possess all moneys, goods, and chattels that shall be given for the use
of the University, and to apply to same according to the will of the donors; and by gift, purchase,
or devise to receive, possess, enjoy, and retain forever any and all real and personal estate and
funds, of whatsoever kind, nature, or quality the same may be, in special trust and confidence
that the same, or the profits thereof, shall be applied to and for the use and purpose of
establishing and endowing the University, and shall have power to receive donations from any
source whatever, to be exclusively devoted to the purposes of the maintenance of the University,
or according to the terms of donation.

The corporation shall be able and capable in law to bargain, sell, grant, alien, or dispose of
and convey and assure to the purchasers any and all such real and personal estate and funds as it
may lawfully acquire when the condition of the grant to it or the will of the devisor does not
forbid it; and shall be able and capable in law to sue and be sued in all courts whatsoever; and
shall have power to open and receive subscriptions, and in general may do all such things as are
usually done by bodies corporate and politic, or such as may be necessary for the promotion of
learning and virtue. (1971, c. 1244, s. 1.)

§ 116-4. Constituent institutions of the University of North Carollina.
On July 1, 1972, the University of North Carolina shall be composed of the following

institutions: the University of North Carolina at Chapel Hill, North Carolina State University at
Raleigh, the University of North Carolina at Greensboro, the University of North Carolina at
Charlotte, the University of North Carolina at Asheville, the University of North Carolina at
Wilmington, Appalachian State University, East Carolina University, Elizabeth City State
University, Fayetteville State University, North Carolina Agricultural and Technical State
University, North Carolina Central University, North Carolina School of the Arts, Pembroke
State University, redesignated effective July 1, 1996, as the "University of North Carolina at
Pembroke", Western Carolina University and Winston-Salem State University. (1971, c. 1244, s.
1; 1995 (Reg. Sess., 1996), c. 603, s. 2.)

§ 116-5. Initial membership of Board of Governors.
(a) Commencing July 1, 1972, and continuing for the terms hereinafter stated and until

their successors are chosen, the Board of Governors shall consist of the following members:
(1) Three persons elected prior to January 1, 1972, by and from the membership of

the Board of Trustees of East Carolina University and two persons elected prior
to January 1, 1972, by and from the membership of the board of trustees of
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each of the following institutions: Appalachian State University, North Carolina
Agricultural and Technical State University, North Carolina Central University,
and Western Carolina University.

(2) One person elected prior to January 1, 1972, by and from the membership of
the board of trustees of each of the following institutions: Elizabeth City State
University, Fayetteville State University, North Carolina School of the Arts,
Pembroke State University, redesignated effective July 1, 1996, as the
"University of North Carolina at Pembroke", and Winston-Salem State
University.

(3) Sixteen persons elected prior to January 1, 1972, by and from the membership
of the Board of Trustees of the University of North Carolina.

(4) Two persons elected prior to January 1, 1972, by the Board of Higher
Education from its eight members-at-large. These shall be nonvoting members
whose terms shall expire on June 30, 1973.

(b) Of the 16 persons elected by the Board of Trustees of the University of North
Carolina, four shall serve a term ending on June 30, 1973, four shall serve a term ending on June
30, 1975, four shall serve a term ending on June 30, 1977, and four shall serve a term ending on
June 30, 1979. On January 1, 1972, or as soon as practicable thereafter, those 16 persons shall
by lot or other means acceptable to them determine which of them shall be assigned the terms
ending in 1973, 1975, 1977, and 1979 respectively. Of the 11 persons elected by the boards of
trustees of the institutions listed in G.S. 116-5(a)(1), three shall serve a term ending in 1973,
three shall serve a term ending on June 30, 1975, three shall serve a term ending on June 30,
1977, and two shall serve a term ending on June 30, 1979. On January 1, 1972, or as soon as
practicable thereafter, those 11 persons shall by lot or other means acceptable to them determine
which of them shall be assigned the terms ending in 1973, 1975, 1977, and 1979 respectively.
Of the five persons elected by the boards of trustees of the institutions listed in G.S. 116-5(a)(2),
the member elected from the Board of Trustees of the North Carolina School of the Arts shall
serve a term ending on June 30, 1973, and of the remaining members, one shall serve a term
ending on June 30, 1975, one shall serve a term ending on June 30, 1977, and two shall serve a
term ending on June 30, 1979. On January 1, 1972, or as soon as practicable thereafter, those
four persons, excluding the member from the North Carolina School of the Arts, shall by lot or
other means acceptable to them determine which of them shall be assigned the terms ending in
1975, 1977, and 1979 respectively.

(c) Any vacancy occurring in the membership of the Board of Governors between July 1,
1972, and June 30, 1973, shall be filled by appointment of the Governor, and the person
appointed shall serve for the remainder of the unexpired term.

(d) The Governor shall serve ex officio as a member and as chairman of the Board of
Governors until December 31, 1972. (1971, c. 1244, s. 1; 1995 (Reg. Sess., 1996), c. 603, s. 3.)

§ 116-6.  Election and terms of members of Board of  Governors.
(a) As the terms of members of the Board of Governors provided for in G.S. 116-5 expire,

their successors shall be elected by the Senate and House of Representatives. Sixteen members
shall be elected at the regular legislative session in 1993 and every two years thereafter. The
Senate and the House of Representatives shall each elect one-half of the persons necessary to fill
the vacancies on the Board of Governors.
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(b) Repealed by Session Laws 2001-503, s. 1.
(c) In electing members to the Board of Governors, the Senate and the House of

Representatives shall select from a slate of candidates made in each house. The slate shall be
prepared as provided by resolution of each house. If a sufficient number of nominees who are
legally qualified are submitted, then the slate of candidates shall list at least twice the number of
candidates for the total seats open. All qualified candidates shall compete against all other
qualified candidates. In 1993 and biennially thereafter, each house shall hold their elections
within 30 legislative days after appointments to their education committees are complete.

(d) All terms shall commence on July 1 of odd-numbered years and all members shall
serve for four-year overlapping terms.

(e) No person may be elected to:
(1) More than three full four-year terms in succession;
(2) A four-year term if preceded immediately by election to two full eight-year

terms in succession; or
(3) A four-year term if preceded immediately by election to an eight-year term and

a four-year term in succession.
Resignation from a term of office does not constitute a break in service for the purpose of this
subsection. Service prior to the beginning of those terms in 1989 shall be included in the limitations.

(f) Any person who has served at least one full term as chairman of the Board of
Governors shall be a member emeritus of the Board of Governors for one four-year term
beginning at the expiration of that member's regular elected term. Any person already serving as
an emeritus member may serve an additional four-year term beginning July 1, 1991. Members
emeriti have all the rights and privileges of membership except they do not have a vote.

(g) Effective July 1, 1991, and thereafter, any person who has served at least one term as a
member of the Board of Governors after having served as Governor of North Carolina shall be a
member emeritus of the Board of Governors, with all the rights and privileges of membership as
in G.S. 116-6(f). (1971, c. 1244, s. 1; 1987, c. 228; 1989, c. 274; 1991, c. 220, ss. 2, 3; c. 436, s.
1; 2001-503, s. 1.)

§ 116-6.1. Student member of the Board of Governors.
(a) Commencing July 1, 1991, and during his continuance as a student in good standing at

a constituent institution of The University of North Carolina, the person serving as president of
the University of North Carolina Association of Student Governments (UNCASG) or his
designee shall serve ex officio as a member of the Board of Governors. This student member
shall be in addition to the 32 members elected to the Board of Governors.

(b) The student member shall have all the rights and privileges of membership, except that
he shall not have a vote. (1991, c. 220, s. 1.)

§ 116-7. Genen•all provisions concerning members of the Board of Governors.
(a) All members of the Board of Governors shall be selected for their interest in, and their

ability to contribute to the fulfillment of, the purposes of the Board of Governors, and all
members shall be deemed members-at-large, charged with the responsibility of serving the best
interests of the whole State. In electing members, the objective shall be to obtain the services of
the citizens of the State who are qualified by training and experience to administer the affairs of
The University of North Carolina. Members shall be selected based upon their ability to further
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the educational mission of The University through their knowledge and understanding of the
educational needs and desires of all the State's citizens, and their economic, geographic,
political, racial, gender, and ethnic diversity.

(b) From and after July 1, 1973, no member of the General Assembly or officer or
employee of the State or of any constituent institution or spouse of any such member, officer or
employee may be a member of the Board of Governors. Any member of the Board of Governors
who is elected or appointed to the General Assembly or who becomes an officer or employee of
the State or of any constituent institution or whose spouse is elected or appointed to the General
Assembly or becomes such officer or employee shall be deemed thereupon to resign from his
membership on the Board of Governors.

(c) Whenever any vacancy shall occur in the elected membership of the Board of
Governors, it shall be the duty of the Board to inform the Speaker of the House of
Representatives and the President of the Senate of the vacancy. The chamber that originally
elected the vacating member shall elect a person to fill the vacancy. The vacancy shall remain
unfilled until the appropriate chamber of the General Assembly elects a person to fill the
vacancy.

The vacancy shall be filled not later than the adjournment sine die of the next regular session
of the General Assembly. The election shall be for the remainder of the unexpired term.
Whenever a member shall fail, for any reason other than ill health or service in the interest of the
State or nation, to be present for four successive regular meetings of the Board, his place as a
member shall be deemed vacant. (1971, c. 1244, s. 1; 1977, c. 875; 1982, Ex. Sess., c. 1, s. 1;
1991, c. 436, s. 2; 2001-503, s. 2.)

§  116-8. Chairman,  vice-chairman and secretary.
The Board of Governors shall elect from its membership for two-year terms, and until their

successors have been elected and qualified, a chairman, a vice-chairman and a secretary. No
person may serve as chairman more than four years in succession. (1971, c. 1244, s. 1.)

§ 116-9.  Meetings of Board  of Governors.
The Board of Governors shall meet at stated times established by the Board, but not less

frequently than six times a year. The Board of Governors shall also meet with the State Board of
Education and the State Board of Community Colleges at least once a year to discuss educational
matters of mutual interest and to recommend to the General Assembly such policies as are
appropriate to encourage the improvement of public education at every level in this State; these
joint meetings shall be hosted by the three Boards according to the schedule set out in G.S.
115C-11(bl). A quorum for the conduct of business shall consist of a majority of the members.
(1971, c. 1244, s. 1; 1987 (Reg. Sess., 1988), c. 1102, s. 3.)

§ 116-10. Committees.
The Board of Governors shall have power to appoint from its own number committees which

shall be clothed with such powers as the Board of Governors may confer. No committee may
reverse a decision concerning policy taken by the Board of Governors at a regular meeting.
(1971, c. 1244, s. 1.)
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§ 116-11. ]dowers and duties generalliye
The powers and duties  of the  Board of Governors shall include the following:

(1) The  Board of Governors shall plan and develop a coordinated system of higher
education in North Carolina.  To this end it shall govern the 16 constituent
institutions,  subject to the powers and responsibilities given in this  Article to the
boards of trustees of the institutions,  and to this end it shall maintain close
liaison with the State Board of Community Colleges ,  the Community Colleges
System Office and the private colleges and universities of the State.  The Board,
in consultation with representatives of the State Board of Community Colleges
and of the private colleges and universities, shall prepare and from time to time
revise a long-range plan for a coordinated system of higher education,
supplying copies thereof to the Governor, the members of the General
Assembly, the  Advisory  Budget Commission and the institutions.  Statewide
federal or State programs that provide aid to institutions or students of post-
secondary education through a State agency, except those related exclusively to
the community college system ,  shall be administered  by the  Board pursuant to
any requirements of State or federal statute in order to insure that all activities
are consonant with the State's long -range plan for higher education.

(2) The  Board of Governors shall be responsible for the general determination,
control,  supervision,  management and governance of all affairs of the
constituent institutions.  For this purpose the Board may adopt such policies
and regulations as it may deem wise .  Subject to applicable State law and to the
terms and conditions of the instruments under which property is acquired, the
Board of Governors may acquire,  hold, convey or otherwise dispose of ,  invest
and reinvest any and all real and personal property,  with the exception of any
property that may be held by trustees of institutional endowment funds under
the provisions  of G.S.  116-36 or that may be held,  under authority delegated by
the Board of Governors, either by a board of trustees  or by  trustees of any other
endowment or trust fund.

(3) The  Board shall determine the functions ,  educational activities and academic
programs of the constituent institutions .  The Board shall also determine the
types of degrees to be awarded.  The powers herein given to the Board shall not
be restricted by any provision of law assigning specific functions or
responsibilities to designated institutions,  the powers herein given superseding
any such provisions of law.  The Board,  after adequate notice and after
affording the institutional board of trustees an opportunity to be heard, shall
have authority  to withdraw approval of any existing program if it appears that
the program is unproductive,  excessively costly or unnecessarily duplicative.
The Board shall review the productivity of academic degree programs every
two years,  using criteria specifically developed to determine program
productivity.

(4) The  Board of Governors shall elect officers as provided in G.S . 116-14.
Subject to the provisions of section 18 of this act [Session  Laws 1971,  Chapter
1244 , section 18],  the Board shall also elect ,  on nomination of the President,
the chancellor of each of the constituent institutions and fix his compensation.
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The President shall make his nomination from a list of not fewer than two
names recommended by the institutional board of trustees.

(5) The Board of Governors shall, on recommendation of the President and of the
appropriate institutional chancellor, appoint and fix the compensation of all
.vice-chancellors, senior academic and administrative officers and persons
having permanent tenure.

(5a) [Expired.]
(5b) The Board of Governors may by resolution provide that, until July 1, 1998,

every president, vice-president, and other administrative officer of the
University whom it elects and who is not subject to Chapter 126 of the General
Statutes, and every chancellor, vice-chancellor, senior academic officer, senior
administrative officer, and faculty member who serves a constituent institution
or agency of the University and who is not subject to Chapter 126 of the
General Statutes, shall retire on July 1 coincident with or next following his
seventieth birthday, unless continued in service on a year-to-year basis in
accordance with regulations adopted by the Board of Governors.

(6) The Board shall approve the establishment of any new publicly supported
institution above the community college level.

(7) The Board shall set tuition and required fees at the institutions, not inconsistent
with actions of the General Assembly.

(8) The Board shall set enrollment levels of the constituent institutions.
(8a) The Board of Governors, after consultation with representatives from nonpublic

schools, including representatives of nonpublic schools operated under Parts 1
and 3 of Article 39 of Chapter 115C of the General Statutes, and after taking
into consideration comments received from the Joint Legislative Education
Oversight Committee, shall adopt a policy regarding uniform admissions
requirements for applicants from nonpublic schools lawfully operated under
Article 39 of Chapter 115C of the General Statutes. The policy shall not
arbitrarily differentiate between applicants based upon whether the applicant
attended a public or a lawfully operated nonpublic school.

(9) a. The Board of Governors shall develop, prepare and present to the
Governor, the Advisory Budget Commission and the General Assembly
a single, unified recommended budget for all of public senior higher
education. The recommendations shall consist of requests in three
general categories: (i) funds for the continuing operation of each
constituent institution, (ii) funds for salary increases for employees
exempt from the State Personnel Act and (iii) funds requested without
reference to constituent institutions, itemized as to priority and covering
such areas as new programs and activities, expansions of programs and
activities, increases in enrollments, increases to accommodate internal
shifts and categories of persons served, capital improvements,
improvements in levels of operation and increases to remedy
deficiencies, as well as other areas. The function of the Advisory
Budget Commission under this section applies only if the Director of the
Budget consults with the Commission in preparation of the budget.
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b. Funds for the continuing operation of each constituent institution shall
be appropriated directly to the institution. Funds for salary increases for
employees exempt from the State Personnel Act shall be appropriated to
the Board in a lump sum for allocation to the institutions. Funds for the
third category in paragraph a of this subdivision shall be appropriated to
the Board in a lump sum for allocation to the institutions. The Board
shall make allocations among the institutions in accordance with the
Board's schedule of priorities and any specifications in the Current
Operations Appropriations Act. When both the Board and the Director
of the Budget deem it to be in the best interest of the State, funds in the
third category may be allocated, in whole or in part, for other items
within the list of priorities or for items not included in the list. Provided,
nothing herein shall be construed to allow the General Assembly, except
as to capital improvements, to refer to particular constituent institutions
in any specifications as to priorities in the third category. Prior to taking
any action under this paragraph, the Director of the Budget may consult
with the Advisory Budget Commission.

c. The Director of the Budget may, on recommendation of the Board,
authorize transfer of appropriated funds from one institution to another
to provide adjustments for over or under enrollment or may make any
other adjustments among institutions that would provide for the orderly
and efficient operation of the institutions. Prior to taking any action
under this paragraph, the Director of the Budget may consult with the
Advisory Budget Commission.

d. Repealed by Session Laws 1987, c. 795, s. 27.
(10) The Board shall collect and disseminate data concerning higher education in

the State. To this end it shall work cooperatively with the Community Colleges
System Office and shall seek the assistance of the private colleges and
universities. It may prescribe for the constituent institutions such uniform
reporting practices and policies as it may deem desirable.

(10a) The Board of Governors, the State Board of Community Colleges, and the State
Board of Education, in consultation with private higher education institutions
defined in G.S. 116-22(1), shall plan a system to provide an exchange of
information among the public schools and institutions of higher education to be
implemented no later than June 30, 1995. As used in this section, "institutions
of higher education" shall mean public higher education institutions defined in
G.S. 116-143.1(a)(3), and those private higher education institutions defined in
G.S. 116-22(1) that choose to participate in the information exchange. The
information shall include:
a. The number of high school graduates who apply to, are admitted to, and

enroll in institutions of higher education;
b. College performance of high school graduates for the year immediately

following high school graduation including each student's: need for
remedial coursework at the institution of higher education that the
student attends; performance in standard freshmen courses; and
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continued enrollment in a subsequent year in the same or another
institution of higher education in the State;

c. The  progress of students from one institution of higher education to
another; and

d. Consistent and uniform public school course information including
course code ,  name,  and description.

The Department of Public Instruction shall generate and the local school
administrative units shall use standardized transcripts in an automated format
for applicants to higher education institutions .  The standardized transcript shall
include grade point average,  class rank,  end-of-course test scores ,  and uniform
course information including course code ,  name,  units earned toward
graduation,  and credits earned for admission from an institution of higher
education .  The grade point average and class rank shall be calculated by a
standard method to be devised by the institutions of higher education.
The Board of Governors shall coordinate a joint progress report on the
implementation of the system to provide an exchange of information among the
public and independent colleges and universities, the community colleges, and
the public schools. The report shall be made to the Joint Legislative Education
Oversight Committee no later than February 15, 1993, and annually thereafter.

(10b) The Board of Governors of The University of North Carolina shall report to
each community college and to the State Board of Community Colleges on the
academic performance of that  community  college's transfer students.

(11) The  Board shall assess the contributions and needs of the private colleges and
universities of the State and shall give advice and recommendations to the
General Assembly to the end that the resources of these institutions may be
utilized in the best interest of the State.

(12) The  Board shall give advice and-recommendations concerning higher education
to the Governor,  the General Assembly ,  the Advisory Budget Commission and
the boards of trustees of the institutions.

(12a) Notwithstanding any other law, the Board of Governors of The University of
North Carolina shall implement ,  administer,  and revise programs for
meaningful professional development for professional public school employees
in accordance with the evaluations and recommendations made by the State
Board of Education under  G.S. 115C-12(26).  The programs shall be aligned
with State education goals and directed toward improving student academic
achievement. The Board of Governors shall submit to the State Board of
Education an annual written report that uses data to assess and evaluate the
effectiveness of the programs for professional development offered by the
Center for School Leadership Development .  The report shall clearly document
how the programs address the State needs identified by the State Board of
Education and whether the programs are utilizing the strategies recommended
by the  State Board.  The Board of Governors also shall submit this report to the
Joint Legislative Education Oversight Committee ,  the President Pro Tempore of
the Senate,  and the Speaker of the House of Representatives prior to September
15th of each year.
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(12b) The Board of Governors of The University of North Carolina shall create a
Board of Directors for the UNC Center for School Leadership Development.
The Board of Governors shall determine the powers and duties of the Board of
Directors.

(13) The Board may delegate any part of its authority over the affairs of any
institution to the board of trustees or, through the President, to the chancellor of
the institution in any case where such delegation appears necessary or prudent
to enable the institution to function in a proper and expeditious manner. Any
delegation of authority may be rescinded by the Board at any time in whole or
in part.

(14) The Board shall possess all powers not specifically given to institutional boards
of trustees. (1971, c. 1244, s. 1; 1979, c. 862, s. 8; c. 896, s. 13; 1979, 2nd
Sess., c. 1130, s. 1; 1983, c. 163; c. 717, ss. 29, 30; c. 761, s. 113; 1983 (Reg.
Sess., 1984), c. 1019, s. 2; 1985, c. 757, s. 152; 1985 (Reg. Sess., 1986), c. 955,
ss. 23-27; 1987, c. 795, s. 27; 1991 (Reg. Sess., 1992), c. 880, ss. 2, 6; c. 1039,
s. 25; 1993, c. 407, s. 2; 1993 (Reg. Sess., 1994), c. 677, s. 14; 1995, c. 288, s.
3; 1997-221, s. 12(b); 1997-240, s. 3; 1998-212, s. 11.12(a); 1999-84, s. 19;
2001-424, s. 31.4(b).)

§ H6-H.2. Duties  regarding programs in education  administration.
The Board of Governors shall direct the constituent institutions with programs in education

administration to revise the programs to reflect any increased standards required for programs
approved by the State Board of Education, including new requirements for school-based
leadership in the public schools. The Board of Governors shall monitor the programs and devise
an assessment plan for all programs leading to certification in education administration. (1991,
c. 689, s. 200(e).)

§ H6-12. Property and obligations.
All property of whatsoever kind and all rights and privileges held by the Board of Higher

Education and by the Boards of Trustees of Appalachian State University, East Carolina
University, Elizabeth City State University, Fayetteville State University, North Carolina
Agricultural and Technical State University, North Carolina Central University, North Carolina
School of the Arts, Pembroke State University, redesignated effective July 1, 1996, as the
"University of North Carolina at Pembroke", Western Carolina University and Winston-Salem
State University, as said property, rights and privileges may exist immediately prior to July 1,
1972, shall be, and hereby are, effective July 1, 1972, transferred to and vested in the Board of
Governors of the University of North Carolina. All obligations of whatsoever kind of the Board
of Higher Education and of the Boards of Trustees of Appalachian State University, East
Carolina University, Elizabeth City State University, Fayetteville State University, North
Carolina Agricultural and Technical State University, North Carolina Central University, North
Carolina School of the Arts, Pembroke State University, redesignated effective July 1, 1996, as
the "University of North Carolina at Pembroke", Western Carolina University and Winston-
Salem State University, as said obligations may exist immediately prior to July 1, 1972, shall be,
and the same hereby are, effective July 1, 1972, transferred to and assumed by the Board of
Governors of the University of North Carolina. Any property, real or personal, held immediately
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prior to July 1, 1972, by a board of trustees of a constituent institution for the benefit of that
institution or by the University of North Carolina for the benefit of any one or more of its six
institutions, shall from and after July 1, 1972, be kept separate and distinct from other property
held by the Board of Governors, shall continue to be held for the benefit of the institution or
institutions that were previously the beneficiaries and shall continue to be held subject to the
provisions of the respective instruments, grants or other means or process by which any property
right was acquired. In case a conflict arises as to which property, rights or privileges were held
for the beneficial interest of a particular institution, or as to the extent to which such property,
rights or privileges were so held, the Board of Governors shall determine the issue, and the
determination of the Board shall constitute final administrative action. Nothing in this Article
shall be deemed to increase or diminish the income, other revenue or specific property which is
pledged, or otherwise hypothecated, for the security or liquidation of any obligations, it being the
intent that the Board of Governors shall assume said obligations without thereby either enlarging
or diminishing the rights of the holders thereof. (1971, c. 1244, s. 1; 1995 (Reg. Sess., 1996), c.
603,s.4.)

§ 116-13.  Powers  of Board regarding  property  and services subject to general law.
(a) The power and authority granted to the Board of Governors with regard to the

acquisition, operation, maintenance and disposition of real and personal property and services
shall be subject to, and exercised in accordance with, the provisions of Chapters 143 and 146 of
the General Statutes and related sections of the North Carolina Administrative Code, except
when a purchase is being made that is not covered by a State term contract and either:

(1) The funds used to procure personal property or services are not moneys
appropriated from the General Fund or received as tuition or, in the case of
multiple fund sources, moneys appropriated from the General Fund or received
as tuition do not exceed thirty percent (30%) of the total funds; or

(2) The funds used to procure personal property or services are contract and grant
funds or, in the case of multiple fund sources, the contract and grant funds
exceed fifty percent (50%) of the total funds.

When a special responsibility constituent institution makes a purchase under subdivision (1)
or (2) of this subsection, the requirements of Chapter 143, Article 3 shall apply, except the
approval or oversight of the Secretary of Administration, the State Purchasing Officer, or the
Board of Awards shall not be required, regardless of dollar value.

(b) Special responsibility constituent institutions shall have the authority to purchase
equipment, materials, supplies, and services from sources other than those certified by the
Secretary of Administration on term contracts, subject to the following conditions:

(1) The purchase price, including the cost of delivery, is less than the cost under the
State term contract;

(2) The items are the same or substantially similar in quality, service, and
performance as items available under State term contracts;

(3) The cost of the purchase shall not exceed the benchmark established under G.S.
116-31.10; and

(4) The special responsibility constituent institution notifies the Department of
Administration of purchases consistently being made under this provision so

Appendix A 297



that State term contracts may be improved. (1971, c. 1244, s. 1; 2003-228, s.
1.)

§ 116-13.1. Capital facilities; reports.
(a) The General Assembly finds that although The University of North Carolina is one of

the State's most valuable assets, the current facilities of the University have been allowed to
deteriorate due to decades of neglect and have unfortunately fallen into a state of disrepair
because of inadequate attention to maintenance. It is the intent of the General Assembly to
reverse this trend and to provide a mechanism to assure that the University's capital assets are
adequately maintained. The General Assembly commits to responsible stewardship of these
assets to protect their value over the years, as follows:

(1) The Board of Governors of The University of North Carolina shall require each
constituent and affiliated institution to monitor the condition of its facilities and
their needs or repair and renovation, and to assure that all necessary
maintenance is carried out within funds available.

(2) The Board of Governors shall report annually to the Joint Legislative
Commission on Governmental Operations and the Joint Legislative Education
Oversight Committee on the condition of the University's capital facilities, the
repair, renovation, and maintenance projects being undertaken, and all needs for
additional funding to maintain the facilities.

(3) It is the intent of the General Assembly to assure that adequate oversight,
funding, and accountability are continually provided so that the capital facilities
of the University are properly maintained to preserve the level of excellence the
citizens of this State deserve. To this end, the Joint Legislative Education
Oversight Committee shall report to the General Assembly annually its
recommendations for legislative changes to implement this policy.

(b) Equity in University Improvements. - The Board of Governors of The University of
North Carolina shall continue to study and monitor any inequities in funding for capital
improvements and facilities needs which may still exist on North Carolina's Public Historically
Black Colleges and Universities and the University of North Carolina at Pembroke, beyond the
funding of the projects provided for in this act, and shall report annually to the Joint Legislative
Commission on Governmental Operations on any remaining inequities found, including
recommendations as to how those inequities should be addressed. (2000-3, ss. 1.1, 8.)

§ 116-13.2. Report on University Fiscal Liabilities.
The Board of Governors shall report on an annual basis to the Joint Legislative Commission

on Governmental Operations on:
(1) Any financing of buildings or other facilities, regardless of the ownership of

those buildings or other facilities, located on land owned by The University of
North Carolina or the constituent institutions of The University of North
Carolina; and

(2) All fiscal liabilities or contingent liabilities, including payments for debt service
or other contractual arrangements, of The University of North Carolina or any
constituent institution. (2002-126, s. 9.16.)
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§ 116-14.  President and staff.
(a) The Board shall elect a President of the University of North Carolina. The President

shall be the chief administrative officer of the University.
(b) The President shall be assisted by such professional staff members as may be deemed

necessary to carry out the provisions of this Article, who shall be elected by the Board on
nomination of the President. The Board shall fix the compensation of the staff members it elects.
These staff members shall include a senior vice-president and such other vice-presidents and
officers as may be deemed desirable. Provision shall be made for persons of high competence
and strong professional experience in such areas as academic affairs, public service programs,
business and financial affairs, institutional studies and long-range planning, student affairs,
research, legal affairs, health affairs and institutional development, and for State and federal
programs administered by the Board. In addition, the President shall be assisted by such other
employees as may be needed to carry out the provisions of this Article, who shall be subject to
the provisions of Chapter 126 of the General Statutes. The staff complement shall be established
by the Board on recommendation of the President to insure that there are persons on the staff
who have the professional competence and experience to carry out the duties assigned and to
insure that there are persons on the staff who are familiar with the problems and capabilities of
all of the principal types of institutions represented in the system. Subject to approval by the
Board, the President may establish and abolish employment positions within the staff
complement authorized by this subsection in the manner of and under the conditions prescribed
by G.S. 116-30.4 for special responsibility constituent institutions.

(b 1) The President shall receive General Fund appropriations made by the General
Assembly for continuing operations of The University of North Carolina that are administered by
the President and the President's staff complement established pursuant to G.S. 116-14(b) in the
form of a single sum to Budget Code 16010 of The University of North Carolina in the manner
and under the conditions prescribed by G.S. 116-30.2. The President, with respect to the
foregoing appropriations, shall have the same duties and responsibilities that are prescribed by
G.S. 116-30.2 for the Chancellor of a special responsibility constituent institution. The President
may establish procedures for transferring funds from Budget Code 16010 to the constituent
institutions for nonrecurring expenditures. The President may identify funds for capital
improvement projects from Budget Code 16010, and the capital improvement projects may be

established following the procedures set out in G.S. 143-18.1.
(b2) The President, in consultation with the State Auditor and the Director of the Office of

State Personnel, shall ascertain that the management staff and internal financial controls are in
place and continue in place to successfully administer the additional authority authorized under
G.S. 116-14(bl) and G.S. 116-30.3(e). All actions taken by the President pursuant to G.S. 116-
14(bl) and G.S. 116-30.3(e) are subject to audit by the State Auditor.

(c) The President, with the approval of the Board, shall appoint an advisory committee
composed of representative presidents of the private colleges and universities and may appoint
such additional advisory committees as are deemed necessary or desirable. (1971, c. 1244, s. 1;
1999-237, s. 10.14(b); 2000-140, s. 26.)

§ 116-15.  Licensing of certain nonpublic post -secondary educational institutions.
(al) The General Assembly of North Carolina in recognition of the importance of higher

education and of the particular significance attached to the personal credentials accessible
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through higher education and in consonance with statutory law of this State making unlawful any
"unfair or deceptive acts or practices in the conduct of any trade or commerce," hereby declares
it the policy of this State that all institutions conducting post-secondary degree activity in this
State that are not subject to Chapter 115 or 115D of the General Statutes, nor some other section
of Chapter 116 of the General Statutes shall be subject to licensure under this section except as
the institution or a particular activity of the institution may be exempt from licensure by one or
another provision of this section.

(a2) Definitions. - As used in this section the following terms are defined as set forth in this
subsection:

(1) "Post-secondary degree". - A credential conferring on the recipient thereof the
title of "Associate", "Bachelor", "Master", or "Doctor", or an equivalent title,
signifying educational attainment based on (i) study, (ii) a substitute for study
in the form of equivalent experience or achievement testing, or (iii) a
combination of the foregoing; provided, that "post-secondary degree" shall not
include any honorary degree or other so-called "unearned" degree.

(2) "Institution". - Any sole proprietorship, group, partnership, venture, society,
company, corporation, school, college, or university that engages in, purports to
engage in, or intends to engage in any type of post-secondary degree activity.

(3) "Post-secondary degree activity". - Any of the following is "post-secondary
degree activity":
a. Awarding a post-secondary degree.
b. Conducting or offering study, experience, or testing for an individual or

certifying prior successful completion by an individual of study, experi-
ence, or testing, under the representation that the individual successfully
completing the study, experience, or testing will be awarded therefor, at
least in part, a post-secondary degree.

(4) "Publicly registered name". - The name of any sole proprietorship, group,
partnership, venture, society, company, corporation, school, college, or
institution that appears as the subject of any Articles of Incorporation, Articles
of Amendment, or Certificate of Authority to Transact Business or to Conduct
Affairs, properly filed with the Secretary of State of North Carolina and
currently in force.

(5) "Board". - The Board of Governors of The University of North Carolina.
(b) Required License. - No institution subject to this section shall undertake post-

secondary degree activity in this State, whether through itself or through an agent, unless the
institution is licensed as provided in this section to conduct post-secondary degree activity or is
exempt from licensure under this section as hereinafter provided.

(c) Exemption from Licensure. - Any institution that has been continuously conducting
post-secondary degree activity in this State under the same publicly registered name or series of
publicly registered names since July 1, 1972, shall be exempt from the provisions for licensure
under this section upon presentation to the Board of information acceptable to the Board to
substantiate such post-secondary degree activity and public registration of the institution's
names. Any institution that, pursuant to a predecessor statute to this subsection, had presented to
the Board proof of activity and registration such that the Board granted exemption from
licensure, shall continue to enjoy such exemption without further action by the Board.
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(d) Exemption of Institutions Relative to Religious Education. - Notwithstanding any
other provision of this section, no institution shall be subject to licensure under this section with
respect to post-secondary degree activity based upon a program of study, equivalent experience,
or achievement testing the institutionally planned objective of which is the attainment of a degree
in theology, divinity, or religious education or in any other program of study, equivalent
experience, or achievement testing that is designed by the institution primarily for career
preparation in a religious vocation. This exemption shall be extended to any institution with
respect to each program of study, equivalent experience, and achievement test that the institution
demonstrates to the satisfaction of the Board should be exempt under this subsection.

(e) Post-secondary Degree Activity within the Military. - To the extent that an institution
undertakes post-secondary degree activity on the premises of military posts or reservations
located in this State for military personnel stationed on active duty there, or their dependents, the
institution shall be exempt from the licensure requirements of this section.

(f) Standards for Licensure. - To receive a license to conduct post-secondary degree
activity in this State, an institution shall satisfy the :Board that the institution has met the
following standards:

(1) That the institution is State-chartered. If chartered by a state or sovereignty
other than North Carolina, the institution shall also obtain a Certificate of
Authority to Transact Business or to Conduct Affairs in North Carolina issued
by the Secretary of State of North Carolina;

(2) That the institution has been conducting post-secondary degree activity in a
state or sovereignty other than North Carolina during consecutive, regular-term,
academic semesters, exclusive of summer sessions, for at least the two years
immediately prior to submitting an application for licensure under this section,
or has been conducting with enrolled students, for a like period in this State or
some other state or sovereignty, post-secondary educational activity not related
to a post-secondary degree; provided, that an institution may be temporarily
relieved of this standard under the conditions set forth in subsection (i), below;

(3) That the substance of each course or program of study, equivalent experience,
or achievement test is such as may reasonably and adequately achieve the stated
objective for which the study, experience, or test is offered or to be certified as
successfully completed;

(4) That the institution has adequate space, equipment, instructional materials, and
personnel available to it to provide education of good quality;

(5) That the education, experience, and other qualifications of directors,
administrators, supervisors, and instructors are such as may reasonably insure
that the students will receive, or will be reliably certified to have received,
education consistent with the stated objectives of any course or program of
study, equivalent experience, or achievement test offered by the institution;

(6) That the institution provides students and other interested persons with a
catalog or brochure containing information describing the substance, objectives,
and duration of the study, equivalent experience, and achievement testing
offered, a schedule of related tuition, fees, and all other necessary charges and
expenses, cancellation and refund policies, and such other material facts
concerning the institution and the program or course of study, equivalent
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experience, and achievement testing as are reasonably likely to affect the
decision of the student to enroll therein, together with any other disclosures that
may be specified by the Board; and that such information is provided to
prospective students prior to enrollment;

(7) That upon satisfactory completion of study, equivalent experience, or
achievement test, the student is given appropriate educational credentials by the
institution, indicating that the relevant study, equivalent experience, or
achievement testing has been satisfactorily completed by the students;

(8) That records are maintained by the institution adequate to reflect the
application of relevant performance or grading standards to each enrolled
student;

(9) That the institution is maintained and operated in compliance with all pertinent
ordinances and laws, including rules and regulations adopted pursuant thereto,
relative to the safety and health of all persons upon the premises of the
institution;

(10) That the institution is financially sound and capable of fulfilling its
commitments to students and that the institution has provided a bond as
provided in subsection (f 1) of this section;

(11) That the institution, through itself or those with whom it may contract, does not
engage in promotion, sales, collection, credit, or other practices of any type
which are false, deceptive, misleading, or unfair;

(12) That the chief executive officer, trustees, directors, owners, administrators,
supervisors, staff, instructors, and employees of the institution have no record
of unprofessional conduct or incompetence that would reasonably call into
question the overall quality of the institution;

(13) That the student housing owned, maintained, or approved by the institution, if
any, is appropriate, safe, and adequate;

(14) That the institution has a fair and equitable cancellation and refund policy; and
(15) That no person or agency with whom the institution contracts has a record of

unprofessional conduct or incompetence that would reasonably call into
question the overall quality of the institution.

(fl) (1) A guaranty bond is required for each institution that is licensed. The Board
may revoke the license of an institution that fails to maintain a bond pursuant to
this subsection.
If the institution has provided a bond pursuant to G.S. 115D-95, the Board may
waive the bond requirement under this subsection. The Board may not waive
the bond requirement under this subsection if the applicant has provided an
alternative to a guaranty bond under G.S. 115D-95(c).

(2) When application is made for a license or license renewal, the applicant shall
file a guaranty bond with the clerk of the superior court of the county in which
the institution will be located. The bond shall be in favor of the students. The
bond shall be executed by the applicant as principal and by a bonding company
authorized to do business in this State. The bond shall be conditioned to
provide indemnification to any student, or his parent or guardian, who has
suffered a loss of tuition or any fees by reason of the failure of the institution to
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offer or complete student instruction, academic services, or other goods and
services related to course enrollment for any reason, including the suspension,
revocation, or nonrenewal of an institution's license, bankruptcy, foreclosure, or
the institution ceasing to operate.

The bond shall be in an amount determined by the Board to be adequate to
provide indemnification to any student, or his parent or guardian, under the
terms of the bond. The bond amount for an institution shall be at least equal to
the maximum amount of prepaid tuition held at any time during the last fiscal
year by the institution. The bond amount shall also be at least ten thousand
dollars ($10,000).

Each application for a license shall include a letter signed by an authorized
representative of the institution, showing in detail the calculations made and the
method of computing the amount of the bond, pursuant to this subdivision and
the rules of the Board. If the Board finds that the calculations made and the
method of computing the amount of the bond are inaccurate or that the amount
of the bond is otherwise inadequate to provide indemnification under the terms
of the bond, the Board may require the applicant to provide an additional bond.

The bond shall remain in force and effect until cancelled by the guarantor.
The guarantor may cancel the bond upon 30 days notice to the Board.
Cancellation of the bond shall not affect any liability incurred or accrued prior
to the termination of the notice period.

(g) Review of Licensure. - Any institution that acquires licensure under this section shall
be subject to review by the Board to determine that the institution continues to meet the standard
for licensure of subsection (f), above. Review of such licensure by the Board shall always occur
if the institution is legally reconstituted, or if ownership of a preponderance of all the assets of
the institution changes pursuant to a single transaction or agreement or a recognizable sequence
of transactions or agreements, or if two years has elapsed since licensure of the institution was
granted by the Board.

Notwithstanding the foregoing paragraph, if an institution has continued to be licensed under
this section and continuously conducted post-secondary degree activity in this State under the
same publicly registered name or series of publicly registered names since July 1, 1979, or for six
consecutive years, whichever is the shorter period, and is accredited by an accrediting
commission recognized by the Council on Post-Secondary Accreditation, such institution shall be
subject to licensure review by the Board every six years to determine that the institution
continues to meet the standard for licensure of subsection (f), above. However, should such an
institution cease to maintain the specified accreditation, become legally reconstituted, have
ownership of a preponderance of all its assets transferred pursuant to a single transaction or
agreement or a recognizable sequence of transactions or agreements to a person or organization
not licensed under this section, or fail to meet the standard for licensure of subsection (f), above,
then the institution shall be subject to licensure review by the Board every two years until a
license to conduct post-secondary degree activity and the requisite accreditation have been
restored for six consecutive years.

(h) Denial and Revocation of Licensure. - Any institution seeking licensure under the
provisions of this section that fails to meet the licensure requirements of this section shall be
denied a license to conduct post-secondary degree activity in this State. Any institution holding a
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license to conduct post-secondary degree activity in this State that is found by the Board of
Governors not to satisfy the licensure requirements of this section shall have its license to
conduct post-secondary degree activity in this State revoked by the Board; provided, that the
Board of Governors may continue in force the license of an institution deemed by the Board to
be making substantial and expeditious progress toward remedying its licensure deficiencies.

(i) Regulatory Authority in the Board. - The Board shall have authority to establish such
rules, regulations, and procedures as it may deem necessary or appropriate to effect the
provisions of this section. Such rules, regulations, and procedures may include provision for the
granting of an interim permit to conduct post-secondary degree activity in this State to an
institution seeking licensure but lacking the two-year period of activity prescribed by subsection
(f)(2), above.

(j) Enforcement Authority in the Attorney General. - The Board shall call to the attention
of the Attorney General, for such action as he may deem appropriate, any institution failing to
comply with the requirements of this section.

(k) Severability. - The provisions of this section are severable, and, if any provision of this
section is declared unconstitutional or invalid by the courts, such declaration shall not affect the
validity of the section as a whole or any provision other than the provision so declared to be
unconstitutional or invalid. (1971, c. 1244, s. 1; 1973, c. 1331, s. 3; 1975, c. 268; 1977, c. 563,
ss. 1-4; 1979, c. 896, s. 13; 1979, 2nd Sess., c. 1130, s. 1; 1983 (Reg. Sess., 1984), c. 1006; 1989
(Reg. Sess., 1990), c. 824, s. 2; 1997-456, s. 27.)

§ 116-116. Tax  exemption.
The lands and other property belonging to the University of North Carolina shall be exempt

from all kinds of public taxation. (Const., art. 5, s. 5; 1789, c. 306, s. 3; P.R.; R.S., vol. 2, p. 428;
Code, s. 2614; Rev., s. 4262; C.S., s. 5783; 1971, c. 1244, s. 2.)

§ 116-21.1. Financial aid for North Carolina students attending private institutions of
higher education in North Carolina.

(a) Funds shall be appropriated each fiscal year in the Current Operations Appropriations
Act to the Board of Governors of The University of North Carolina for aid to institutions and
shall be disbursed in accordance with the provisions of G.S. 116-19, 116-21, and 116-22.

(b) The funds appropriated in compliance with this section shall be placed in a separate,
identifiable account in each eligible institution's budget or chart of accounts. All funds in the
account shall be provided as scholarship funds for needy North Carolina students during the
fiscal year. Each student awarded a scholarship from this account shall be notified of the source
of the funds and of the amount of the award. Funds not utilized under G.S. 116-19 shall be
available for the tuition grant program as defined in G.S. 116-21.2. (2001-424, s. 31.1(a).)

§ 116-21.2. Legislative tuition grants to aid students attending private institutions of higher
education.

(a) In addition to any funds appropriated pursuant to G.S. 116-19 and in addition to all
other financial assistance made available to institutions, or to students attending these
institutions, there is granted to each full-time North Carolina undergraduate student attending an
approved institution as defined in G.S. 116-22, a sum, to be determined by the General Assembly
for each academic year which shall be distributed to the student as provided by this subsection.
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(b) The tuition grants provided for in this section shall be administered by the State
Education Assistance Authority pursuant to rules adopted by the State Education Assistance
Authority not inconsistent with this section. The State Education Assistance Authority shall not
approve any grant until it receives proper certification from an approved institution that the
student applying for the grant is an eligible student. Upon receipt of the certification, the State
Education Assistance Authority shall remit at the times as it prescribes the grant to the approved
institution on behalf, and to the credit, of the student.

(c) In the event a student on whose behalf a grant has been paid is not enrolled and
carrying a minimum academic load as of the tenth classroom day following the beginning of the
school term for which the grant was paid, the institution shall refund the full amount of the grant
to the State Education Assistance Authority. Each approved institution shall be subject to
examination by the State Auditor for the purpose of determining whether the institution has
properly certified eligibility and enrollment of students and credited grants paid on behalf of the
students.

(d) In the event there are not sufficient funds to provide each eligible student with a full
grant:

(1) The Board of Governors of The University of North Carolina, with the approval
of the Office of State Budget and Management, may transfer available funds to
meet the needs of the programs provided by subsections (a) and (b) of this
section; and

(2) Each eligible student shall receive a pro rata share of funds then available for
the remainder of the academic year within the fiscal period covered by the
current appropriation.

(e) Any remaining funds shall revert to the General Fund. (2001-424, s. 31.1(a).)

§ 116-211.3. Legislative tuition grant limitations.
(a) For purposes of this section, an "off-campus program" is any program offered for

degree credit away from the institution's main permanent campus.
(b) No legislative tuition grant funds shall be expended for a program at an off-campus

site of a private institution, as defined in G.S. 116-22(1), established after May 15, 1987, unless
(i) the private institution offering the program has previously notified and secured agreement
from other private institutions operating degree programs in the county in which the off-campus
program is located or operating in the counties adjacent to that county or (ii) the degree program
is neither available nor planned in the county with the off-campus site or in the counties adjacent
to that county.

(c) Any member of the armed services, as defined in G.S. 116-143.3(a), abiding in this
State incident to active military duty, who does not qualify as a resident for tuition purposes, as
defined under G.S. 116-143.1, is eligible for a legislative tuition grant pursuant to this section if
the member is enrolled as a full-time student. The member's legislative tuition grant shall not
exceed the cost of tuition less any tuition assistance paid by the member's employer.

(d) A legislative tuition grant authorized under G.S. 116-21.2 shall be reduced by twenty-
five percent (25%) for any individual student who has completed 140 semester credit hours or
the equivalent of 140 semester credit hours. (2001-424, s. 31.1(a).)
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§ H6-2L4. Limitations on expenditures.
(a) Expenditures made pursuant to G.S. 116-19, 116-20, 116-21.1, or 116-21.2 may be

used only for secular educational purposes at nonprofit institutions of higher learning that meet
the qualifications set out in G.S. 116-22.

(b) Expenditures made pursuant to G.S. 116-19, 116-20, 116-21.1, or 116-21.2 shall not
be used for any student who:

(1) Is incarcerated in a State or federal correctional facility for committing a Class
A, B, B 1, or B2 felony; or

(2) Is incarcerated in a State or federal correctional facility for committing a Class
C through I felony and is not eligible for parole or release within 10 years.
(2001-424, s. 31.1(a); 2002-126, s. 9.6.)

§ H6-30.1 Special responsibility constituent institutions.
The Board of Governors of The University of North Carolina, acting on recommendation

made by the President of The University of North Carolina after consultation by him with the
State Auditor, may designate one or more constituent institutions of The University as special
responsibility constituent institutions. That designation shall be based on an express finding by
the Board of Governors that each institution to be so designated has the management staff and
internal financial controls that will enable it to administer competently and responsibly all
additional management authority and discretion to be delegated to it. The Board of Governors,
on recommendation of the President, shall adopt rules prescribing management staffing standards
and internal financial controls and safeguards, including the lack of any significant findings in
the annual financial audit by the State Auditor's Office, that must be met by a constituent
institution before it may be designated a special responsibility constituent institution and must be
maintained in order for it to retain that designation. These rules shall not be designed to prohibit
participation by a constituent institution because of its size. These rules shall establish
procedures for the President and his staff to review the annual financial audit reports, special
reports, electronic data processing reports, performance reports, management letters, or any other
report issued by the State Auditor's Office for each special responsibility constituent institution.
The President shall take immediate action regarding reported weaknesses in the internal control
structure, deficiencies in the accounting records, and noncompliance with rules and regulations.
In any instance where significant findings are identified, the President shall notify the Chancellor
of the particular special responsibility constituent institution that the institution must make
satisfactory progress in resolving the findings, as determined by the President of The University,
after consultation with the State Auditor, within a three-month period commencing with the date
of receipt of the published financial audit report, any other audit report, or management letter. If
satisfactory progress is not made within a three-month period, the President of The University
shall recommend to the Board of Governors at its next meeting that the designation of the
particular institution as a special responsibility constituent institution be terminated until such
time as the exceptions are resolved to the satisfaction of the President of The University of North
Carolina, after consultation with the State Auditor. However, once the designation as a special
responsibility constituent institution has been withdrawn by the Board of Governors,
reinstatement may not be effective until the beginning of the following fiscal year at the earliest.
Any actions taken by the Board of Governors with respect to withdrawal or reinstatement of an
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institution's status as a special responsibility constituent institution shall be reported immediately
to the Joint Legislative Education Oversight Committee.

The rules established under this section shall include review by the President, after
consultation with the State Auditor, the Director of the Office of State Personnel, and the
Director of the Division of State Purchasing and Contracts in ascertaining whether or not a
constituent institution has the management staff and internal financial controls to administer the
additional authorities authorized under G.S. 116-30.2, 116-30.4, and 143-53.1. Such review and
consultation must take place no less frequently than once each biennium. (1991, c. 689, s.
206.2(a); 1993 (Reg. Sess., 1994), c. 591, s. 10(a); 1996, 2nd Ex. Sess., c. 18, s. 7.4(k); 1997-71,
s. 1.)

§ 116-30.2. Appropriations to special responsibility constituent institutions and to the
North  Carolina School of Science and Mathematics.

(a) All General Fund appropriations made by the General Assembly for continuing
operations of a special responsibility constituent institution of The University of North Carolina
shall be made in the form of a single sum to each budget code of the institution for each year of
the fiscal period for which the appropriations are being made. Notwithstanding G.S. 143-23(al),
G.S. 143-23(a2), and G.S. 120-76(8), each special responsibility constituent institution may
expend monies from the overhead receipts special fund budget code-and the General Fund
monies so appropriated to it in the manner deemed by the Chancellor to be calculated to maintain
and advance the programs and services of the institutions, consistent with the directives and
policies of the Board of Governors. The preparation, presentation, and review of General Fund
budget requests of special responsibility constituent institutions shall be conducted in the same
manner as are requests of other constituent institutions. The quarterly allotment procedure
established pursuant to G.S. 143-17 shall apply to the General Fund appropriations made for the
current operations of each special responsibility constituent institution. All General Fund monies
so appropriated to each special responsibility constituent institution shall be recorded, reported,
and audited in the same manner as are General Fund appropriations to other constituent
institutions.

(b) The North Carolina School of Science and Mathematics is authorized to be designated
as a special responsibility constituent institution for the purposes of G.S. 116-30.1, G.S. 116-
30.4, G.S. 116-30.5, G.S. 116-30.6, and G.S. 116-31.10. In addition, all General Fund
appropriations made by the General Assembly for continuing operations of the North Carolina
School of Science and Mathematics shall be made in the form of a single sum to each budget
code of the School for each year of the fiscal period for which the appropriations are being made.
Notwithstanding G.S. 143-23(al), G.S. 143-23(a2), and G.S. 120-76(8), the North Carolina
School of Science and Mathematics may expend monies from the overhead receipts special fund
budget code and the General Fund monies so appropriated to it in the manner deemed by the
Director of the School to be calculated to maintain and advance the programs and services of the
School, consistent with the directives and policies of the Board of Trustees of the North Carolina
School of Science and Mathematics. The preparation, presentation, and review of General Fund
budget requests of the North Carolina School of Science and Mathematics shall be conducted in
the same manner as are requests of the constituent institutions. The quarterly allotment
procedure established under G.S. 143-17 shall apply to the General Fund appropriations made
for the current operations of the North Carolina School of Science and Mathematics. All General
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Fund monies so appropriated to the North Carolina School of Science and Mathematics shall be
recorded, reported, and audited in the same manner as are General Fund appropriations to
constituent institutions of The University of North Carolina. (1991, c. 689, s. 206.2(a); 1993
(Reg. Sess., 1994), c. 591, s. 10(a); c. 769, s. 17.6(c); 1996, 2nd Ex. Sess., c. 18, s. 7.4(i); 1997-
443, s. 10.8; 2001-449, s. 1.)

§ 116-30.4. Position management.
The Chancellor of a special responsibility constituent institution, when he finds that to do so

would help to maintain and advance the programs and services of the institution, may establish
and abolish positions, acting in accordance with:

(1) State Personnel policies and procedures if these positions are subject to the
State Personnel Act and if the institution is operating under the terms of a
Performance Agreement or a Decentralization Agreement authorized under
Chapter 126 of the General Statutes; or

(2) Policies and procedures of the Board of Governors if these positions are exempt
from the State Personnel Act.

The results achieved by establishing and abolishing positions pursuant to the conditions set forth in
subdivision (1) of this section shall be subject to postauditing by the Office of State Personnel.
Implementation of personnel actions shall be subject to the availability of funds within the institution's
current budget to fund the full annualized costs of these actions. (1991, c. 689, s. 206.2(a); 1993
(Reg. Sess., 1994), c. 591, s. 10(a).)

§ 116-30.5. Impact on education.
The Board of Governors shall require each special responsibility constituent institution to

include in its institutional effectiveness plan those assessment measures that are determined by
the Board to be measures that will assure some standard measure of student learning and
development in general undergraduate education at the special responsibility constituent
institutions. The intent of this requirement is to measure the impact of G.S. 116-30.1 through
G.S. 116-30.5, establishing and administering special responsibility constituent institutions, and
their implementation on undergraduate student learning and development. (1991, c. 689, s.
206.2(a); 1993 (Reg. Sess., 1994), c. 591, s. 10(a).)

§ 116-30.6. Reports of results.
The Board of Governors shall report annually by March 31 of each year on its decisions and

directives implementing this Part to the Joint Legislative Education Oversight Committee. In
particular, the Board shall report on the impact on undergraduate student learning and
development as demonstrated by the standard assessment measures established in the
institutional effectiveness plans, fiscal savings, management initiatives, increased efficiency and
effectiveness, and other outcomes made possible by the flexibility provided by this Part to the
special responsibility constituent institutions. These reports shall include documentation of any
reallocation of resources, the use of nonreverted appropriations, and any additional costs
incurred. (1993 (Reg. Sess., 1994), c. 769, s. 17.6(a).)
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Part 3. Constituent Institutions.

§ 116-31. Membership of the boards of trustees.
(a) All persons who, as of June 30, 1972, are serving as trustees of the regional

universities and of the North Carolina School of the Arts, except those who may have been
elected to the Board of Governors, shall continue to serve for one year beginning July 1, 1972,
and the terms of all such trustees shall continue for the period of one year.

(b) Effective July 1, 1972, a separate board of trustees shall be created for each of the
following institutions: North Carolina State University at Raleigh, the University of North
Carolina at Asheville, the University of North Carolina at Chapel Hill, the University of North
Carolina at Charlotte, the University of North Carolina at Greensboro, and the University of
North Carolina at Wilmington. For the period commencing July 1, 1972, and ending June 30,
1973, each such board shall be constituted as follows:

(1) Twelve or more persons elected prior to July 1, 1972, by and from the
membership of the Board of Trustees of the University of North Carolina, and

(2) The president of the student government of the institution, ex officio.
(c) If any vacancy should occur in any board of trustees during the year beginning July 1,

1972, the Governor may appoint a person to serve for the balance of the year.
(d) Effective July 1, 1973, each of the 16 constituent institutions shall have board of

trustees composed of 13 persons chosen as follows:
(1) Eight elected by the Board of Governors,
(2) Four appointed by the Governor, and
(3) The president of the student government ex officio.

(e) From and after July 1, 1973, the term of office of all trustees, except the ex officio
member, shall be four years, commencing on July 1 of odd-numbered years. In every odd-
numbered year the Board of Governors shall elect four persons to each board of trustees and the
Governor shall appoint two persons to each such board.

(f) In electing boards of trustees to serve commencing July 1, 1973, the Board of
Governors shall designate four persons for four-year terms and four for two-year terms. The
Governor, in making appointments of trustees to serve commencing July 1, 1973, shall designate
two persons for four-year terms and two for two-year terms.

(g) From and after July 1, 1973, any person who has served two full four-year terms in
succession as a member of a board of trustees shall, for a period of one year, be ineligible for
election or appointment to the same board but may be elected or appointed to the board of
another institution.

(h) From and after July 1, 1973, no member of the General Assembly or officer or
employee of the State or of any constituent institution or spouse of any such member, officer or
employee shall be eligible for election or appointment as a trustee. Any trustee who is elected or
appointed to the General Assembly or who becomes an officer or employee of the State or of any
constituent institution or whose spouse is elected or appointed to the General Assembly or
becomes such officer or employee shall be deemed thereupon to resign from his membership on
the board of trustees.

(i) No person may serve simultaneously as a member of a board of trustees and as a
member of the Board of Governors. Any trustee who is elected or appointed to the Board of
Governors shall be deemed to resign as a trustee effective as of the date that his term commences
as a member of the Board of Governors.

Appendix A 309



(j) From and after July 1, 1973, whenever any vacancy shall occur in the membership of a
board of trustees among those appointed by the Governor, it shall be the duty of the secretary of
the board to inform the Governor of the existence of such vacancy, and the Governor shall
appoint a person to fill the unexpired term, and whenever any vacancy shall occur among those
elected by the Board of Governors, it shall be the duty of the secretary of the board to inform the
Board of Governors of the existence of the vacancy, and the Board of Governors shall elect a
person to fill the unexpired term. Whenever a member shall fail, for any reason other than ill
health or service in the interest of the State or nation, to be present for three successive regular
meetings of a board of trustees, his place as a member shall be deemed vacant. (1971, c. 1244, s.
1.)

§ 116-31.10. Powers of Board regarding certain purchasing contracts.
(a) Notwithstanding G.S. 143-53.1 or G.S. 143-53(a)(2), the expenditure benchmark for a

special responsibility constituent institution with regard to competitive bid procedures and the
bid value benchmark shall be an amount not greater than five hundred thousand dollars
($500,000). The Board shall set the benchmark for each institution from time to time. In setting
an institution's benchmark in accordance with this section, the Board shall consider the
institution's overall capabilities including staff resources, purchasing compliance reviews, and
audit reports. The Board shall also consult with the Director of the Division of Purchase and
Contract and the Director of the Budget prior to setting the benchmark.

(b) Each institution with an expenditure benchmark greater than two hundred fifty
thousand dollars ($250,000) shall comply with this subsection for any purchase greater than two
hundred fifty thousand dollars ($250,000) but not greater than five hundred thousand dollars
($500,000). This institution shall submit to the Division of Purchase and Contract for that
Division's approval or other action deemed necessary by the Division a copy of all offers
received and the institution's recommendation of award or other action. Notice of the Division's
decision shall be sent to that institution. The institution shall then proceed with the award of
contract or other action recommended by the Division. (1997-412, s. 1; 2003-312, s. 1.)

§ 116-31.11. (See editor's notes) Powers of Board regarding certain Tee negotiations,
contracts, and capital improvements.

(a) Notwithstanding G.S. 143-341(3) and G.S. 143-135.1, the Board shall, with respect to
the design, construction, or renovation of buildings, utilities, and other property developments of
The University of North Carolina requiring the estimated expenditure of public money of two
million dollars ($2,000,000) or less:

(1) Conduct the fee negotiations for all design contracts and supervise the letting of
all construction and design contracts.

(2) Develop procedures governing the responsibilities of The University of North
Carolina and its affiliated and constituent institutions to perform the duties of
the Department of Administration and the Director or Office of State
Construction under G.S. 133-1.1(d) and G.S. 143-341(3).

(3) Develop procedures and reasonable limitations governing the use of open-end
design agreements, subject to G.S. 143-64.34 and the approval of the State
Building Commission.
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(b) The Board may delegate its authority under subsection (a) of this section to a
constituent or affiliated institution if the institution is qualified under guidelines adopted by the
Board and approved by the State Building Commission and the Director of the Budget.

(c) The University shall use the standard contracts for design and construction currently in
use for State capital improvement projects by the Office of State Construction of the Department
of Administration.

(d) A contract may not be divided for the purpose of evading the monetary limit under this
section.

(e) Notwithstanding any other provision of this Chapter, the Department of
Administration shall not be the awarding authority for contracts awarded pursuant to this section.
(1997-412, s. 1; 2001-496, s. 8(a).)

§ 116-32.  Officers and meetings of the boards of trustees.
At the first meeting after June 30 of each year each board of trustees shall elect from its

membership a chairman, a vice-chairman and a secretary. Each board of trustees shall hold not
less than three regular meetings a year and may hold such additional meetings as may be deemed
desirable. (1971, c. 1244, s. 1.)

§ 116-33. Powers and duties of the boards of trustees.
Each board of trustees shall promote the sound development of the institution within the

functions prescribed for it, helping it to serve the State in a way that will complement the
activities of the other institutions and aiding it to perform at a high level of excellence in every
area of endeavor. Each board shall serve as advisor to the Board of Governors on matters
pertaining to the institution and shall also serve as advisor to the chancellor concerning the
management and development of the institution. The powers and duties of each board of
trustees, not inconsistent with other provisions of this Article, shall be defined and delegated by
the Board of Governors. (1971, c. 1244, s. 1.)

§ 116-33.1. Board of trustees to permit recruiter access.
If a board of trustees provides access to its buildings and campus and the student information

directory to persons or groups which make students aware of occupational or educational
options, the board of trustees shall provide access on the same basis to official recruiting
representatives of the military forces of the State and of the United States for the purpose of
informing students of educational and career opportunities available in the military. (1981, c.
901,s.3.)

§ 116-34.  Duties of chancellor of institution.
(a) The chancellor shall be the administrative and executive head of the institution and

shall exercise complete executive authority therein, subject to the direction of the President. He
shall be responsible for carrying out policies of the Board of Governors and of the board of
trustees. As of June 30 of each year he shall prepare for the Board of Governors and for the
board of trustees a detailed report on the operation of the institution for the preceding year.

(b) It shall be the duty of the chancellor to attend all meetings of the board of trustees and
to be responsible for keeping the board of trustees fully informed on the operation of the
institution and its needs.
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(c) It shall be the duty of the chancellor to keep the President, and through him the Board
of Governors, fully informed concerning the operations and needs of the institution. Upon
request, he shall be available to confer with the President or with the Board of Governors
concerning matters that pertain to the institution.

(d) Subject to policies prescribed by the Board of Governors and by the board of trustees,
the chancellor shall make recommendations for the appointment of personnel within the
institution and for the development of educational programs. (1971, c. 1244, s. 1.)

§ H6-36. Endowment fund.
(a) The board of trustees of each constituent institution shall establish and maintain,

pursuant to such terms and conditions, uniformly applicable to all constituent institutions, as the
Board of Governors of the University of North Carolina may from time to time prescribe, an
endowment fund for the constituent institution.

(b) It is not the intent of this section that the proceeds from any endowment fund shall
take the place of State appropriations or any part thereof, but it is the intent of this section that
those proceeds shall supplement the State appropriations to the end that the institution may
improve and increase its functions, may enlarge its areas of service, and may become more
useful to a greater number of people.

(c) Pursuant to the foregoing subsections and consistent with the powers and duties
prescribed in this section, each board of trustees shall appoint an investment board to be known
as "The Board of Trustees of the Endowment Fund of " (here shall be inserted the
name of the constituent institution).

(d) The trustees of the endowment fund may receive and administer as part of the
endowment fund gifts, devises, and bequests and any other property of any kind that may come
to them from the Board of Governors of the University of North Carolina or that may come to
the trustees of the endowment fund from any other source, excepting always the moneys received
from State appropriations and from tuition and fees collected from students and used for the
general operation of the institution.

(e) The trustees of the endowment fund shall be responsible for the prudent investment of
the fund in the exercise of their sound discretion, without regard to any statute or rule of law
relating to the investment of funds by fiduciaries but in compliance with any lawful condition
placed by the donor upon that part of the endowment fund to be invested.

(f) In the process of prudent investment of the fund or to realize the statutory intent of the
endowment, the board of trustees of the endowment fund may expend or use interest and
principal of gifts, devises, and bequests; provided that, the expense or use would not violate any
condition or restriction imposed by the original donor of the property which is to be expended or
used. To realize the statutory intent of the endowment fund, the board of trustees of the
endowment fund may transfer interest or principal of the endowment fund to the useful
possession of the constituent institution; provided that, the transfer would not violate any
condition or restriction imposed by the original donor of the property which is the subject of the
proposed transfer.

(g) The trustees of the endowment fund shall have the power to buy, sell, lend, exchange,
lease, transfer, or otherwise dispose of or to acquire (except by pledging their credit or violating
a lawful condition of receipt of the corpus into the endowment fund) any property, real or
personal, with respect to the fund, in either public or private transaction, and in doing so they
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shall not be subject to the provisions of Chapters 143 and 146 of the General Statutes; provided
that, any expense or financial obligation of the State of North Carolina created by any acquisition
or disposition, by whatever means, of any real or personal property of the endowment fund shall
be borne by the endowment fund unless authorization to satisfy the expense or financial
obligation from some other source shall first have been obtained from the Director of the Budget.
Prior to taking any action under this subsection, the Director of the Budget may consult with the
Advisory Budget Commission.

(h) The Board of Governors of the University of North Carolina shall establish and
maintain in a manner not inconsistent with the provisions of this section or with regulations
established under this section an endowment fund for all endowment funds now held or hereafter
acquired by the University of North Carolina for the benefit of the University as a whole, or for
the joint benefit of any two or more constituent institutions of the University.

(i) The Board of Governors of the University of North Carolina shall establish and
maintain in a manner not inconsistent with the provisions of this section or with regulations
established under this section an endowment fund for all endowment funds now held or hereafter
acquired for the benefit of the University of North Carolina Press.

(il) The Board of Governors of the University of North Carolina shall establish and
maintain in a manner not inconsistent with the provisions of this section or with regulations
established under this section an endowment fund for all endowment funds now held or hereafter
acquired for the benefit of the University of North Carolina Center for Public Television.

(j) Any gift, devise, or bequest of real or personal property to a constitutent institution of
the University of North Carolina or to the University of North Carolina or to the University of
North Carolina Press or to the University of North Carolina Center for Public Television shall be
presumed, nothing to the contrary appearing, a gift, devise, or bequest, as the case may be, to the
endowment fund of the respective institution or agency.

(k) Whenever any property of an endowment fund authorized by this section is disposed
of or otherwise transferred from the endowment fund, any instrument of transfer shall indicate
that the donor, grantor, seller, lessor, lender, or transferor, as the case may be, is the board of
trustees of the endowment fund. (1971, c. 1244, s. 1; 1977, c. 506; 1979, c. 649, ss. 2, 3; 1983, c.
717, s. 31; 1985 (Reg. Sess., 1986), c. 955, ss. 28, 29.)

§ 116-36.1. Regulation of institutional trust funds.
(a) The Board is responsible for the custody and management of the trust funds of the

University of North Carolina and of each institution. The Board shall adopt uniform policies and
procedures applicable to the administration of these funds which shall assure that the receipt and
expenditure of such funds is properly authorized and that the funds are appropriately accounted
for. The Board may delegate authority, through the president, to the respective chancellors of the
institutions when such delegation is necessary or prudent to enable the institution to function in a
proper and expeditious manner.

(b) Trust funds shall be deposited with the State Treasurer who shall hold them in trust in
separate accounts in the name of the University of North Carolina and of each institution. The
cash balances of these accounts may be pooled for investment purposes, but investment earnings
shall be credited pro rata to each participating account. For purposes of distribution of
investment earnings, all trust funds of an institution shall be deemed a single account.
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(c) Moneys deposited with the State Treasurer in trust fund accounts pursuant to this
section, and investment earnings thereon, are available for expenditure by each institution
without further authorization from the General Assembly.

(d) Trust funds are subject to the oversight of the State Auditor pursuant to Article 5A of
Chapter 147 of the General Statutes but are not subject to the provisions of the Executive Budget
Act except for capital improvements projects which shall be authorized and executed in
accordance with G.S. 143-18.1.

(e) Each institution shall submit such reports or other information concerning its trust
fund accounts as may be required by the Director of the Budget.

(f) Trust funds or the investment income therefrom shall not take the place of State
appropriations or any part thereof, but any portion of these funds available for general
institutional purposes shall be used to supplement State appropriations to the end that the
institution may improve and increase its functions, may enlarge its areas of service, and may
become more useful to a greater number of people.

(g) As used in this section, "trust funds" means:
(1) Moneys, or the proceeds of other forms of property, received by an institution

as gifts, devises, or bequests that are neither presumed nor designated to be
gifts, devises, or bequests to the endowment fund of the institution;

(2) Moneys received by an institution pursuant to grants from, or contracts with,
the United States government or any agency or instrumentality thereof;

(3) Moneys received by an institution pursuant to grants from, or contracts with,
any State agencies, any political subdivisions of the State, any other states or
nations or political subdivisions thereof, or any private entities whereby the
institution undertakes, subject to terms and conditions specified by the entity
providing the moneys, to conduct research, training or public service programs,
or to provide financial aid to students;

(4) Moneys collected by an institution to support extracurricular activities of
students of the institution;

(5) Moneys received from or for the operation by an institution of activities
established for the benefit of scholarship funds or student activity programs;

(6) Moneys received from or for the operation by an institution of any of its self-
supporting auxiliary enterprises, including institutional student auxiliary
enterprise funds for the operation of housing, food, health, and laundry
services;

(7) Moneys received by an institution in respect to fees and other payments for
services rendered by medical, dental or other health care professionals under an
organized practice plan approved by the institution or under a contractual
agreement between the institution and a hospital or other health care provider;

(8) The net proceeds from the disposition effected pursuant to Chapter 146, Article
7, of any interest in real property owned by or under the supervision and control
of an institution if the interest in real property had first been acquired by gift,
devise, or bequest or through expenditure of moneys defined in this subsection
(g) as "trust funds," except the net proceeds from the disposition of an interest
in real property first acquired by the institution through expenditure of moneys
received as a grant from a State agency;
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(9) Moneys received from the operation and maintenance of institutional forests
and forest farmlands, provided, that such moneys shall be used, when used, by
the institution for support of forest-related research, teaching, and public
service programs.

(h) Notwithstanding the provisions of subsection (b) of this section, the Board may
designate as the official depository of the funds identified in subsection (g) (7) of this section one
or more banks or trust companies in this State. The amount of funds on deposit in an official
depository shall be fully secured by deposit insurance, surety bonds, or investment securities of
such nature, in such amounts, and in such manner as is prescribed by the State Treasurer for the
security of public deposits generally. The available cash balance of funds deposited pursuant to
this subsection shall be invested in interest-bearing deposits and investments so that the rate of
return equals that realized from the investment of State funds generally.

(i) The cash balances on hand as of June 30, 1978, and all future receipts accruing
thereafter, of funds identified in this section are hereby appropriated to the use of the University
of North Carolina and its constituent institutions. (1977, 2nd Sess., c. 1136, s. 30; 1981, c. 529;
1983, c. 913, s. 19; 1989 (Reg. Sess., 1990), c. 936, s. 1(c).)

§ 116-36.2. Regulation of special funds of individual institutions.
(a) Notwithstanding any provisions of law other than Article 5A of Chapter 147 of the

General Statutes, the chancellor of each institution is responsible for the custody and
management of the special funds of that institution. The Board shall adopt uniform policies and
procedures applicable to the administration of these funds which shall assure that the receipt and
expenditure of such funds is properly authorized and that the funds are appropriately accounted
for.

(b) As used in this section, "special funds of individual institutions" means:
(1) Moneys received from or for the operation by an institution of its program of

intercollegiate athletics;
(2) Moneys held by an institution as fiscal agent for individual students, faculty,

staff members, and organizations. (1977, 2nd Sess., c. 1136, s. 31; 1983, c.
913, s. 19.)

§  116-37. University  of North Carolina Health  Care  System.
(a) Creation of System. -

(1) There is hereby established the University of North Carolina Health Care
System, effective November 1, 1998, which shall be governed and administered
as an  affiliated enterprise of The University of North Carolina in accordance
with the provisions of this section, to provide patient care, facilitate the
education of physicians and other health care providers, conduct research
collaboratively with the health sciences schools of the University of North
Carolina at Chapel Hill, and render other services designed to promote the
health and well-being of the citizens of North Carolina.

(2) As of November 1, 1998, all of the rights, privileges, liabilities, and obligations
of the board of directors of the University of North Carolina Hospitals at
Chapel Hill, not inconsistent with the provisions of this section, shall be
transferred to and assumed by the board of directors of the University of North
Carolina Health Care S stem.

Appendix A 315



(3) The University of North Carolina Hospitals at Chapel Hill and the clinical
patient care programs established or maintained by the School of Medicine of
the University of North Carolina at Chapel Hill shall be governed by the board
of directors of the University of North Carolina Health Care System.

(4) With respect to the provisions of subsections (d), (e), (f), (h), (i), (j), and (k) of
this section, the board of directors may adopt policies that make the authorities
and responsibilities established by one or more of said subsections separately
applicable either to the University of North Carolina Hospitals at Chapel Hill or
to the clinical patient care programs of the School of Medicine of the
University of North Carolina at Chapel Hill, or to both.

(5) To effect an orderly transition, the policies and procedures of the clinical
patient care programs of the School of Medicine of the University of North
Carolina at Chapel Hill and of the University of North Carolina Hospitals at
Chapel Hill effective as of October 31, 1998, shall remain effective in
accordance with their terms until changed by the Board of Directors of the
University of North Carolina Health Care System.

(b) Board of Directors. - There is hereby established a board of directors of the University
of North Carolina Health Care System, effective November 1, 1998.

(1) The board of directors initially shall be composed as follows:
a. A minimum of six members ex officio of said board shall be the

President of The University of North Carolina (or the President's
designee); the Chief Executive Officer of the University of North
Carolina Health Care System; two administrative officers of the
University of North Carolina at Chapel Hill designated by the
Chancellor of that institution; and two members of the faculty of the
School of Medicine of the University of North Carolina at Chapel Hill
designated by the Dean of the School of Medicine; provided, that if not
such a member ex officio by virtue of holding one or more of the offices
aforementioned, additional ex officio memberships shall be held by the
President of the University of North Carolina Hospitals at Chapel Hill
and the Dean of the School of Medicine of the University of North
Carolina at Chapel Hill, for a total potential ex officio membership of
eight.

b. No less than nine and no more than 21 members at large, which number
shall be determined by the board of directors, shall be appointed for
four-year terms, commencing on November 1 of the year of
appointment; provided, that the initial class of at-large members shall
include the persons who hold the appointed memberships on the board
of directors of the University of North Carolina Hospitals at Chapel Hill
incumbent as of October 31, 1998, with their terms of membership on
the board of directors of the University of North Carolina Health Care
System to expire on the last day of October of the year in which their
term as a member of the board of directors of the University of North
Carolina Hospitals at Chapel Hill would have expired. Vacant at-large
positions shall be filled by the appointment of persons from the business
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and professional public at large who have special competence in
business management, hospital administration, health care delivery, or
medical practice or who otherwise have demonstrated dedication to the
improvement of health care in North Carolina, and who are neither
members of the Board of Governors, members of the board of trustees of
a constituent institution of The University of North Carolina, nor officers
or employees of the State. Members shall be appointed by the President
of the University, and ratified by the Board of Governors, from among a
slate of nominations made by the board of directors of the University of
North Carolina Health Care System, said slate to include at least twice
as many nominees as there are vacant positions to be filled. No member
may be appointed to more than two full four-year terms in succession;
provided, that persons holding appointed memberships on November 1,
1998, by virtue of their previous membership on the board of directors
of the University of North Carolina Hospitals at Chapel Hill, shall not be
eligible, for a period of one year following expiration of their term, to be
reappointed to the board of directors of the University of North Carolina
Health Care System. Any vacancy in an unexpired term shall be filled
by an appointment made by the President, and ratified by the Board of
Governors, upon the nomination of the board of directors, for the
balance of the term remaining.

(2) The board of directors, with each ex officio and at-large member having a vote,
shall elect a chairman from among the at-large members, for a term of two
years; no person shall be eligible to serve as chairman for more than three terms
in succession.

(3) The board of directors of the University of North Carolina Health Care System
shall meet at least every 60 days and may hold special meetings at any time and
place within the State at the call of the chairman. Board members, other than
ex officio members, shall receive the same per diem and reimbursement for
travel expenses as members of the State boards and commissions generally.

(4) In meeting the patient-care, educational, research, and public-service goals of
the University of North Carolina Health Care System, the board of directors is
authorized to exercise such authority and responsibility and adopt such policies,
rules, and regulations as it deems necessary and appropriate, not inconsistent
with the provisions of this section or the policies of the Board of Governors.
The board may authorize any component of the University of North Carolina
Health Care System, including the University of North Carolina Hospitals at
Chapel Hill, to contract in its individual capacity, subject to such policies and
procedures as the board of directors may direct. The board of directors may
enter into formal agreements with the University of North Carolina at Chapel
Hill with respect to the provision of clinical experience for students and for the
provision of maintenance and supporting services. The board's action on
matters within its jurisdiction is final, except that appeals may be made, in
writing, to the Board of Governors with a copy of the appeal to the Chancellor
of the University of North Carolina at Chapel Hill. The board of directors shall
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keep the Board of Governors and the board of trustees of the University of
North Carolina at Chapel Hill fully informed about health care policy and
recommend changes necessary to maintain adequate health care delivery,
education, and research for improvement of the health of the citizens of North
Carolina.

(c) Officers. -
(1) The executive and administrative head of the University of North Carolina

Health Care System shall have the title of "Chief Executive Officer." The board
of directors, in cooperation with the board of trustees and the Chancellor of the
University of North Carolina at Chapel Hill, following such search process as
the boards and the Chancellor deem appropriate, shall identify, in cooperation
with the Chancellor, two or more persons as candidates for the office, who,
pursuant to criteria agreed upon by the boards and the Chancellor, have the
qualifications for both the positions of Chief Executive Officer and Vice-
Chancellor for Medical Affairs of the University of North Carolina at Chapel
Hill. The names of the candidates so identified shall be forwarded by the
Chancellor to the President of The University of North Carolina, who if
satisfied with the quality of one or more of the candidates, will nominate one as
Chief Executive Officer, subject to selection by the Board of Governors. The
Chief Executive Officer shall have complete executive and administrative
authority to formulate proposals for, recommend the adoption of, and
implement policies governing the programs and activities of the University of
North Carolina Health Care System, subject to all requirements of the board of
directors.

(2) The executive and administrative head of the University of North Carolina
Hospitals at Chapel Hill shall have the title of "President of the University of
North Carolina Hospitals at Chapel Hill."

(3) The board of directors shall elect, on nomination of the Chief Executive
Officer, the President of the University of North Carolina Hospitals at Chapel
Hill, and such additional administrative and professional staff employees as
may be deemed necessary to assist in fulfilling the duties of the office of the
Chief Executive Officer, all of whom shall serve at the pleasure of the Chief
Executive Officer.

(d) Personnel. - Employees of the University of North Carolina Health Care System shall
be deemed to be employees of the State and shall be subject to all provisions of State law
relevant thereto; provided, however, that except as to the provisions of Articles 5, 6, 7, and 14 of
Chapter 126 of the General Statutes, the provisions of Chapter 126 shall not apply to employees
of the University of North Carolina Health Care System, and the policies and procedures
governing the terms and conditions of employment of such employees shall be adopted by the
board of directors; provided, that with respect to such employees as may be members of the
faculty of the University of North Carolina at Chapel Hill, no such policies and procedures may
be inconsistent with policies established by, or adopted pursuant to delegation from, the Board of
Governors of The University of North Carolina.

(1) The board of directors shall fix or approve the schedules of pay, expense
allowances, and other compensation and adopt position classification plans for
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employees of the University of North Carolina Health Care System.
(2) The board of directors may adopt or provide for rules and regulations

concerning, but not limited to, annual leave, sick leave, special leave with full
pay or with partial pay supplementing workers' compensation payments for
employees injured in accidents arising out of and in the course of employment,
working conditions, service awards and incentive award programs, grounds for
dismissal, demotion, or discipline, other personnel policies, and any other
measures that promote the hiring and retention of capable, diligent, and
effective career employees. However, an employee who has achieved career
State employee status as defined by G.S. 126-1.1 by October 31, 1998, shall not
have his or her compensation reduced as a result of this subdivision. Further,
an employee who has achieved career State employee status as defined by G.S.
126-1.1 by October 31, 1998, shall be subject to the rules regarding discipline
or discharge that were effective on October 31, 1998, and shall not be subject to
the rules regarding discipline or discharge adopted after October 31, 1998.

(3) The board of directors may prescribe the office hours, workdays, and holidays
to be observed by the various offices and departments of the University of
North Carolina Health Care System.

(4) The board of directors may establish boards, committees, or councils to
conduct hearings upon the appeal of employees who have been suspended,
demoted, otherwise disciplined, or discharged, to hear employee grievances, or
to undertake any other duties relating to personnel administration that the board
of directors may direct.

The board of directors shall submit all initial classification and pay plans and other rules and
regulations adopted pursuant to subdivisions (1) through (4) of this subsection to the Office of
State Personnel for review upon adoption by the board. Any subsequent changes to these plans,
rules, and policies adopted by the board shall be submitted to the Office of State Personnel for
review. Any comments by the Office of State Personnel shall be submitted to the Chief
Executive Officer and to the President of The University of North Carolina.

(e) Finances. - The University of North Carolina Health Care System shall be subject to
the provisions of the Executive Budget Act. The Chief Executive Officer, subject to the board of
directors, shall be responsible for all aspects of budget preparation, budget execution, and
expenditure reporting. All operating funds of the University of North Carolina Health Care
System may be budgeted and disbursed through special fund codes, maintaining separate
auditable accounts for the University of North Carolina Hospitals at Chapel Hill and the clinical
patient care programs of the School of Medicine of the University of North Carolina at Chapel
Hill. All receipts of the University of North Carolina Health Care System may be deposited
directly to the special fund codes, and General Fund appropriations for support of the University
of North Carolina Hospitals at Chapel Hill shall be budgeted in a General Fund code under a
single purpose, "Contribution to University of North Carolina Hospitals at Chapel Hill
Operations" and be transferable to a special fund operating code as receipts.

(f) Finances - Patient/Health Care System Benefit. - The Chief Executive Officer of the
University of North Carolina Health Care System, or the Chief Executive Officer's designee,
may expend operating budget funds, including State funds, of the University of North Carolina
Health Care System for the direct benefit of a patient, when, in the judgment of the Chief
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Executive Officer or the Chief Executive Officer's designee, the expenditure of these funds
would result in a financial benefit to the University of North Carolina Health Care System. Any
such expenditures are declared to result in the provision of medical services and create charges of
the University of North Carolina Health Care System for which the health care system may bill
and pursue recovery in the same way as allowed by law for recovery of other health care
systems' charges for services that are unpaid.

These expenditures shall be limited to no more than seven thousand five hundred dollars
($7,500) per patient per admission and shall be restricted (i) to situations in which a patient is
financially unable to afford ambulance or other transportation for discharge; (ii) to afford
placement in an after-care facility pending approval of third-party entitlement benefits; (iii) to
assure availability of a bed in an after-care facility after discharge from the hospitals; (iv) to
secure equipment or other medically appropriate services after discharge; or (v) to pay health
insurance premiums. The Chief Executive Officer or the Chief Executive Officer's designee
shall reevaluate at least once a month the cost-effectiveness of any continuing payment on behalf
of a patient.

To the extent that the University of North Carolina Health Care System advances anticipated
government entitlement benefits for a patient's benefit, for which the patient later receives a
lump-sum "back-pay" award from an agency of the State, whether for the current admission or
subsequent admission, the State agency shall withhold from this back pay an amount equal to the
sum advanced on the patient's behalf by the University of North Carolina Health Care System, if,
prior to the disbursement of the back pay, the applicable State program has received notice from
the University of North Carolina Health Care System of the advancement.

(g) Reports. - The Chief Executive Officer and the President of The University of North
Carolina jointly shall report by September 30 of each year on the operations and financial affairs
of the University of North Carolina Health Care System to the Joint Legislative Commission on
Governmental Operations. The report shall include the actions taken by the board of directors
under the authority granted in subsections (d), (h), (i), and (j) of this section.

(h) Purchases. - Notwithstanding the provisions of Articles 3, 3A, and 3C of Chapter 143
of the General Statutes to the contrary, the board of directors shall establish policies and
regulations governing the purchasing requirements of the University of North Carolina Health
Care System. These policies and regulations shall provide for requests for proposals,
competitive bidding, or purchasing by means other than competitive bidding, contract
negotiations, and contract awards for purchasing supplies, materials, equipment, and services
which are necessary and appropriate to fulfill the clinical, educational, research, and community
service missions of the University of North Carolina Health Care System. The board of directors
shall submit all initial policies and regulations adopted pursuant to this subsection to the Division
of Purchase and Contract for review upon adoption by the board. Any subsequent changes to
these policies and regulations adopted by the board shall be submitted to the Division of
Purchase and Contract for review. Any comments by the Division of Purchase and Contract shall
be submitted to the Chief Executive Officer and to the President of The University of North
Carolina.

(i) Property. - The board of directors shall establish rules and regulations for acquiring or
disposing of any interest in real property for the use of the University of North Carolina Health
Care System. These rules and regulations shall include provisions for development of
specifications, advertisement, and negotiations with owners for acquisition by purchase, gift,
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lease, or rental, but not by condemnation or exercise of eminent domain, on behalf of the
University of North Carolina Health Care System. This section does not authorize the board of
directors to encumber real property. The board of directors shall submit all initial policies and
regulations adopted pursuant to this subsection to the State Property Office for review upon
adoption by the board. Any subsequent changes to these policies and regulations adopted by the
board shall be submitted to the State Property Office for review. Any comments by the State
Property Office shall be submitted to the Chief Executive Officer and to the President of The
University of North Carolina. After review by the Attorney General as to form and after the
consummation of any such acquisition, the University of North Carolina Health Care System
shall promptly file a report concerning the acquisition or disposition with the Governor and
Council of State. Acquisitions and dispositions of any interest in real property pursuant to this
section shall not be subject to the provisions of Article 36 of Chapter 143 of the General Statutes
or the provisions of Chapter 146 of the General Statutes.

(j) Property - Construction. - Notwithstanding G.S. 143-341(3) and G.S. 143-135.1, the
board of directors shall adopt policies and procedures with respect to the design, construction,
and renovation of buildings, utilities, and other property developments of the University of North
Carolina Health Care System requiring the expenditure of public money for:

(1) Conducting the fee negotiations for all design contracts and supervising the
letting of all construction and design contracts.

(2) Performing the duties of the Department of Administration, the Office of State
Construction, and the State Building Commission under G.S. 133-1.1(d),
Article 8 of Chapter 143 of the General Statutes, and G.S. 143-341(3).

(3) Using open-end design agreements.
(4) As appropriate, submitting construction documents for review and approval by

the Department of Insurance and the Division of Facility Services of the
Department of Health and Human Services.

(5) Using the standard contracts for design and construction currently in use for
State capital improvement projects by the Office of State Construction of the
Department of Administration.

The board of directors shall submit all initial policies and procedures adopted under this
subsection to the Office of State Construction for review upon adoption by the board. Any
subsequent changes to these policies and procedures adopted by the board shall be submitted to
the Office of State Construction for review. Any comments by the Office of State Construction
shall be submitted to the Chief Executive Officer and to the President of The University of North
Carolina.
(k) Patient Information. - The University of North Carolina Health Care System shall, at the
earliest possible opportunity, specifically make a verbal and written request to each patient to
disclose the patient's social security number, if any. If the patient does not disclose that number,
the University of North Carolina Health Care System shall deny benefits, rights, and privileges of
the University of North Carolina Health Care System to the patient as soon as practical, to the
maximum extent permitted by federal law or federal regulations. The University of North
Carolina Health Care System shall make the disclosure to the patient required by Section 7(b) of
P.L. 93-579. This subsection is supplementary to G.S. 105A-3(c). (1971, c. 762, s. 1; c. 1244, s. 6; 1981,
c. 859, s. 41.5; 1983, c. 717, s. 32; 1985 (Reg. Sess., 1986), c. 955, ss. 30, 31; 1989, c. 141, s. 1; 1991, c. 550, s. 2; c. 689, s.
206.2(d); 1993 (Reg. Sess., 1994), c. 591, s. 10(a); 1998-212, s. 11.8(a); 1999-252, s. 4(a).)
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Pant 3A. Management Flexibility for Special Responsibility Constituent 1[nsfitutions.

§ 116-40.20. Legislative findings.
(a) The General Assembly finds that The University of North Carolina and its constituent

institutions is one of the State's most valuable assets. The General Assembly further finds that to
provide the best benefit to North Carolina, the constituent institutions of The University of North
Carolina need special budgeting flexibility in order to maximize resources, to enhance
competitiveness with other peer institutions regionally, nationally, and internationally, and to
provide the strongest educational and economic opportunity for the citizens of North Carolina.

(b) To ensure the continued preeminence of The University of North Carolina and its
constituent institutions, it is the intent of the General Assembly to strengthen and improve these
assets. The General Assembly commits to responsible stewardship and improvement of The
University of North Carolina and its constituent institutions as provided by this Part. (2001-424,
s. 31.11(a).)

§ 116-40.21. ]hoard of governors may authorize management flexibility.
The Board of Governors of The University of North Carolina may authorize management

flexibility for any special responsibility constituent institution as provided by this Part. The
procedure for that authorization is the same as that to designate a constituent institution a special
responsibility constituent institution under G.S. 116-30.1. (2001-424, s. 31.11(a).)

§ 116-40.22. Management flexibility.
(a) Definition. - For purposes of this section, the term "institution" means a special

responsibility constituent institution that is granted management flexibility by the Board of
Governors in compliance with this Part.

(b) Appoint and Fix Compensation of Senior Personnel. - Notwithstanding any provision
in Chapter 116 of the General Statutes to the contrary, the Board of Trustees of an institution
shall, on recommendation of the Chancellor, appoint and fix the compensation of all vice-
chancellors, senior academic and administrative officers, and any person having permanent
tenure at that institution. No later than January 1, 2002, the Board of Governors shall adopt
policies, compensation structures, and pay ranges concerning the appointment and compensation
of senior personnel appointed by the Board of Trustees pursuant to this section. Compensation
for senior personnel fixed by the Board of Trustees pursuant to this section shall be consistent
with the compensation structure, policies, and pay ranges set by the Board of Governors.

(c) Tuition and Fees. - Notwithstanding any provision in Chapter 116 of the General
Statutes to the contrary, in addition to any tuition and fees set by the Board of Governors
pursuant to G.S. 116-11(7), the Board of Trustees of the institution may recommend to the Board
of Governors tuition and fees for program-specific and institution-specific needs at that
institution without regard to whether an emergency situation exists and not inconsistent with the
actions of the General Assembly. The institution shall retain any tuition and fees set pursuant to
this subsection for use by the institution.

(d) Information Technology. - Notwithstanding any other provision of law, the Board of
Trustees of an institution shall establish policies and rules governing the planning, acquisition,
implementation, and delivery of information technology and telecommunications at the
institution. These policies and rules shall provide for security and encryption standards; software
standards; hardware standards; acquisition of information technology consulting and contract
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services; disaster recovery standards; and standards for desktop and server computing,
telecommunications, networking, video services, personal digital assistants, and other wireless
technologies; and other information technology matters that are necessary and appropriate to
fulfill the teaching, educational, research, extension, and service missions of the institution. The
Board of Trustees shall submit all initial policies and rules adopted pursuant to this subsection to
the Office of Information Technology Services for review upon adoption by the Board of
Trustees. Any subsequent changes to these policies and rules adopted by the Board of Trustees
shall be submitted to the Office of Information Technology Services for review. Any comments
by the Office of Information Technology Services shall be submitted to the Chancellor of that
institution. (2001-424, s. 31.11(a). )

§ 116-40 .23. Reporting requirement ;  effective date of reported policies ,  procedures, and
rules.

The Board of Trustees of a special responsibility constituent institution authorized to have
management flexibility under this Part shall report. to the Board of Governors and to the Joint
Legislative Education Oversight Committee any policies, procedures, and rules adopted pursuant
to G.S. 116-40.22 prior to implementation. The report shall be submitted to both at least 30 days
before the next regularly scheduled meeting of the Board of Governors and shall become
effective immediately following that same meeting unless otherwise provided for by the Board of
Trustees. Any subsequent changes to the policies, procedures, or rules adopted by the Board of
Trustees pursuant to G.S. 116-40.22 shall be reported to the Board of Governors and to the Joint
Legislative Education Oversight Committee in the same manner. Failure of the Board of
Governors to accept, review, or otherwise consider the report submitted by the Board of Trustees
shall not affect in any manner the effective date of the policies, procedures, and rules contained
in the report. (2001-424, s. 31.11(a).)

Part 4. Revenue Bonds for Service and Auxiliary Facilities.

§ 116-41.2. Powers of Board of Governors generally.
In addition to the powers which the Board now has, the Board shall have the following

powers subject to the provisions of this Part and subject to agreements with the holders of any
revenue bonds issued hereunder:

(1) To acquire by gift, purchase or the exercise of the power of eminent domain or
to construct, provide, improve , maintain  and operate any project or projects;

(2) To borrow money for the construction of any project or projects, and to issue
revenue bonds therefor in the name of the University;

(3) To establish, maintain, revise, charge and collect such service charges (free of
any control or regulation by any State regulatory body until January 1, 1973,
and thereafter only by the North Carolina Utilities Commission) as will
produce sufficient revenues to pay the principal of and interest on the bonds and
otherwise to meet the requirements of the resolution or resolutions of the Board
authorizing the issuance of the revenue bonds;

(4) To pledge to the payment of any bonds of the University issued hereunder and
the interest thereon the revenues of the project financed in whole or in part with
the proceeds of such bonds, and to pledge to the payment of such bonds and
interest any other revenues, subject to any prior pledge or encumbrance thereof;
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(5) To appropriate, apply, or expend in payment of the cost of the project the
proceeds of the revenue bonds issued for the project;

(6) To sell, furnish, distribute, rent, or permit, as the case may be, the use,
occupancy, services, facilities and commodities of or furnished by any project
or any system, facility, plant, works, instrumentalities or properties whose
revenues are pledged in whole or in part for the payment of the bonds, and to
sell, exchange, transfer, assign or otherwise dispose of any project or any of the
University Enterprises or any other service or auxiliary facility or any part of
any thereof or interest therein determined by resolution of the Board not to be
required for any public purpose by the Board;

(7) To insure the payment of service charges with respect to the telephone, electric
and water systems of the University Enterprises, as the same shall become due
and payable, the Board may, in addition to any other remedies which it may
have:
a. Require reasonable advance deposits to be made with it to be subject to

application to the payment of delinquent service charges, and
b. At the expiration of 30 days after any such service charges become

delinquent, discontinue supplying the services and facilities of such
telephone, electric and water systems.

(8) To retain and employ consultants and other persons on a contract basis for
rendering professional, technical or financial assistance and advice in
undertaking and carrying out any project and in operating, repairing or
maintaining any project or any system, facility, plant, works, instrumentalities
or properties whose revenues are pledged in whole or in part for the payment of
the bonds; and

(9) To enter into and carry out contracts with the United States of America or this
State or any municipality, county or other public corporation and to lease
property to or from any person, firm or corporation, private or public, in
connection with exercising the powers vested under this Part. (1961, c. 1078, s.
2; 1971, c. 634, s. 2; c. 636; c. 1244, s. 15.)
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CHAPTER I - ESTABLISHMENT, INCORPORATION AND COMPOSITION OF THE
UNIVERSITY OF NORTH CAROLINA

SECTION 100. CONSTITUTIONAL ESTABLISHMENT.

The General Assembly shall maintain a public system of higher education, comprising the
University of North Carolina and such other institutions of higher education as the General Assembly
may deem wise. The General Assembly shall provide for the selection of trustees of the University of
North Carolina and of the other institutions of higher education, in whom shall be vested all the
privileges, rights, franchises, and endowments heretofore granted to or conferred upon the trustees of
these institutions. The General Assembly may enact laws necessary and expedient for the maintenance
and management of the University of North Carolina and the other public institutions of higher education.
[North Carolina Constitution, Art. IX, Sec. 8]

SECTION 101. INCORPORATION AND CORPORATE POWERS.

The Board of Governors of the University of North Carolina shall be known and distinguished by
the name of "the University of North Carolina" and shall continue as a body politic and corporate and by
that name shall have perpetual succession and a common seal. It shall be able and capable in law to take,
demand, receive, and possess all moneys, goods, and chattels that shall be given for the use of the
University, and to apply the same according to the will of the donors; and by gift, purchase, or devise to
receive, possess, enjoy, and retain forever any and all real and personal estate and funds, of whatsoever
kind, nature, or quality the same may be, in special trust and confidence that the same, and the profits
thereof, shall be applied to and for the use and purpose of endowing the University, and shall have power
to receive donations from any source whatever, to be exclusively devoted to the purposes of the
University, or according to the terms of donation.

The corporation shall be able and capable in law to bargain, sell, grant, alien or dispose of, and
convey and assure to the purchasers any and all such real and personal estate and funds as it may lawfully
acquire when the condition of the grant to it or the will of the devisor does not forbid it; and shall be able
and capable in law to sue and be sued in all courts whatsoever; and shall have power to open and receive
subscriptions, and in general may do all such things as are usually done by bodies corporate and politic, or
such as may be necessary for the promotion of learning and virtue. [See G.S. 116-3]

SECTION 102. COMPOSITION OF THE UNIVERSITY.

The University of North Carolina  shall constitute a single, multi-campus  university  composed of
the following constituent institutions:

Appalachian State University,
East Carolina University,
Elizabeth City State University,
Fayetteville State University,
North Carolina Agricultural and Technical State University,
North Carolina Central University,
North Carolina School of the Arts,
North Carolina State University at Raleigh,
The University of North Carolina at Asheville,
The University of North Carolina at Chapel Hill,
The University of North Carolina at Charlotte,
The University of North Carolina at Greensboro,
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The University of North Carolina at Pembroke,`
The University of North Carolina at Wilmington,
Western Carolina University, and
Winston-Salem State University.

S]ECUON 103. (EQUALITY OF OPPORTUNITY IN THE UNIVERSITY.

Admission to, employment by, and promotion in the University of North Carolina and all of its
constituent institutions shall be on the basis of merit, and there shall be no discrimination against any
person on the basis of race, color, creed, religion, sex, national origin, age, or disability or because of the
person's honorable service in the armed services of the United States.

1 Name changed from Pembroke State University effective July 1, 1996.
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CHAPTER 11- THE BOARD OF GOVERNORS

SECTION 200. MEMBERSHIP.

200 A.  Initial Membership.

For terms specified by statute and until their successors are chosen, the Board of Governors shall
consist of representatives elected in accordance with state law. [See G.S. 116-5(a), (b), (c), and (d)]

200 B .  Subsequent Membership.

(1) Election of Members.

(a) Members of the Board of Governors shall be elected by the Senate and House of
Representatives. Sixteen members shall be elected at the regular legislative
session in  1993, and every two years thereafter. All terms shall commence on
July 1 of odd-numbered years, and all members shall serve for four-year
overlapping terms. No person may be elected to more than three full four-year
terms in succession. Resignation from a term of office does not constitute a
break in service for the purpose of applying this provision of the law. Service
prior to those terms beginning in 1989 shall be included in the limitations.
Members elected by the Senate and House of Representatives shall be designated
as voting members. [See G.S. 116-6(a), (b) and (c)]

(b) Whenever any vacancy shall occur in the elected membership of the Board of
Governors, it shall be the duty of the secretary of the University to inform the
General Assembly of the existence of the vacancy, and the General Assembly at
its next regular session shall elect a person to fill the unexpired term. Whenever
a member shall fail, for any reason other than ill health or service in the interest
of the state or nation, to be present for four successive regular meetings of the
board, the individual's place as a member shall be deemed vacant. [See G.S.
116-7(c)]

(2) General Qualifications.

(a) [Repealed March 6, 2002]

(b) [Repealed March 6, 2002]

(c) No member of the General Assembly or officer or employee of the state or of any
constituent institution or spouse of any such member, officer, or employee may
be a member of the Board of Governors. Any member of the Board of
Governors who is elected or appointed to the General Assembly or who becomes
an officer or employee of the state or of any constituent institution or whose
spouse is elected or appointed to the General Assembly or becomes such officer
or employee shall be deemed thereupon to resign from membership on the Board
of Governors. [See G.S. 116-7(b)]

200 C. Special Memberships.

For all purposes of this  Code, the following members shall be designated as special members:
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(1) Member Ex-Officio.

During the individual' s continuance as a student in good standing at a constituent institution of
the University of North Carolina,  the person serving as president of the University of North Carolina
Association of Student Governments  (UNCASG)  or designee shall serve ex-officio as a member of the
Board of Governors.  This student member shall be in addition to the 32 members elected to the Board of
Governors. [See G.S. 116-6.1 ]

(2) Members  Emeriti.

Any person who has served at least one full term as chair of the Board of Governors shall be a
member emeritus of the Board of Governors for one four-year term beginning at the expiration of that
member's regular elected term. [See G.S. 116-6 (f)]

(3) Members Emeriti - Former Governor.

Any person who has served  at least one term as  a member of the Board of Governors after having
served as governor of North Carolina shall be a member emeritus of the Board of Governors. [See G.S.
116-6(g)]

Special members shall have all the rights and privileges of membership except that they shall not
have a vote. In determining a quorum or the number of votes required in specific circumstances, special
members shall not be counted. Special members may serve, by appointment from the chair of the board,
on any standing or special committee but shall not have a vote or be counted in determining the presence
of a quorum.

SECTION 201. OFFICERS.

201 A. Chair, Vice Chair,  and Secretary.

At its last regular meeting before July 1 in each even-numbered year, the Board of Governors
shall elect from its voting membership for two-year terms commencing July 1, and serving until their
successors have been elected and qualified, a chair, a vice chair, and a secretary. No person may stand for
election to a board office if, having been elected by the Senate or House of Representatives for the
maximum allowable number of terms on the board, the person's board membership would expire before
the end of the term of office. No person may serve as chair for more than four years in succession. If for
any reason an office becomes vacant before expiration of the prescribed two-year term, the unexpired
balance of the term shall be filled by an election to be conducted at the first meeting of the Board of
Governors held after the elapse of 30 days from the date of the occurrence of the vacancy; in the event of
a vacancy in the office of chair, the vice chair shall serve as chair until the required election is held. [See
G.S. 116-8]

201 B. Assistant Secretary.

The Board of Governors may elect an  assistant  secretary of the Board of Governors, who shall be
a member of the staff of the president of the University. Copies of all minutes, papers, and documents of
the Board of Governors may be certified by the assistant secretary with the same force and effect as
though such certification were made by the secretary of the Board of Governors.
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SECTION 202. MEETINGS AND BYLAWS.

202 A. Meetings.

(1) Regular Meetings.

Regular meetings of the Board of Governors shall be held on the second Friday in September,
October, November, January, February, March, May and July or August. Each regular meeting shall be
held at such time and at such place as the chair may designate, with notice concerning the time and place
to be mailed to each member of the board by the secretary of the University at least 20 days in advance of
the meeting date. Either by action of the board or upon 15 days' written notice by the chair, the date
specified herein for a regular meeting may be changed to another date within the designated month.
Whenever the chair deems the business of the board not to require a regular meeting, the chair may cancel
such meeting on five days' written notice; provided that no two consecutive regular meetings shall be so
canceled. Subject to the provisions of Section 202 C(5), any matter of business relating to the University
of North Carolina may be considered at any regular meeting of the Board of Governors.

(2) Special Meetings.

Special meetings of the Board of Governors may be called by the chair, at the chair's discretion,
and shall be called by the secretary of the University upon the written request of not fewer than ten voting
members of the board. A special meeting called by the secretary of the University shall be held within 20
days of receipt by the secretary of the tenth written request for such special meeting. A notice specifying
the time and place of a special meeting of the Board of Governors shall be mailed or otherwise delivered
by the secretary of the University to each member of the board in order that it would reasonably be
expected to be received by the member at least 48 hours before the meeting. Subject to the provisions of
Section 202 C(5), any matter of business relating to the University of North Carolina may be considered
at a special meeting of the board.

(3) Emergency Meetings.

Emergency meetings of the Board of Governors may be called by the chair when generally
unexpected circumstances require immediate consideration by the board. A notice specifying the time
and place of an emergency meeting of the Board of Governors may be given by telephone, telegraph, or
other method in sufficient time for a majority of the board to reasonably be expected to be able to attend
the meeting. Only business connected with the emergency may be considered at an emergency meeting
in which less than 48 hours notice is given.

202 B.  Agenda.

(1) A copy of the agenda for each regular meeting of the Board of Governors, including
notice of all expiring terms on or vacancies in membership of board committees and, insofar as is
practicable, copies of all reports and other materials to be presented to the regular meeting as a part of the
agenda, shall be mailed by the secretary of the University to each member of the board at least five days
in advance of the regular meeting. If practicable, a copy of the agenda for each special meeting of the
Board of Governors, with reports and other materials to be presented, shall be mailed to each member of
the board at least five days in advance of the special meeting. When matters are to be considered by a
committee between the time of the mailing of the agenda and the time of any regular or special meeting of
the board and are expected then to be presented to the board for action at the meeting, all members of the
board shall be mailed such materials as a committee may prescribe by standing rule or as the chair of a
committee may designate, in order to inform the board, insofar as may be feasible, of the nature of the
action that might be asked of it.

(2) The agenda for a regular or special meeting of the Board of Governors shall be prepared
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by the president with the approval of the chair. All requests for inclusion of a given item on the agenda of
a particular meeting shall be filed, with any supporting documents, with the secretary of the University.
Any such requests from faculty, students, staff members, or other members of a constituent institution of
the University must be in writing and must be filed first with the chancellor of the institution concerned in
sufficient time to be reported to and filed with the president by the chancellor, prior to the regular or
special meeting in question.

(3) The provisions of this Section 202 B shall not be construed to prohibit any committee or
member of the Board of Governors from requesting consideration by the board, at any regular or special
meeting, of any item not on the agenda of a regular or special meeting of the board. However, such an
item shall not be so considered without the approval of two-thirds of the voting members of the board
present at such meeting.

202 C. Conduct  of Business.

(1) Quorum.

A quorum for the conduct of business of the Board of Governors shall consist of a majority of the
voting membership of the board then in office. Any voting member who is present at a meeting of the
board or of a committee or who attends a special or emergency meeting of the board or of any meeting of
a committee by telephone, video conference, or other electronic means that allows for two- way voice
interaction will be counted as present for purposes of determining a quorum.

(2) Presiding  Officer.

The chair shall preside at all regular and special meetings of the Board of Governors. In the
absence of the chair, the vice chair shall preside and in the absence of both, the secretary shall preside. In
the absence of an elected officer, a presiding officer shall be elected by and from the voting membership
of the Board of Governors.

(3) Power to Vote.

All members of the Board of Governors except special members may vote on all matters coming
before the board for consideration. Any voting member of the board or of a board committee who attends
a special or emergency meeting of the board or of any meeting of a committee by telephone, video
conference, or other electronic means that allows for two-way voice interaction may cast the member's
vote by that electronic means. No vote concerning any matter under consideration by the board or by a
committee of the board may be cast in absentia by mail, , facsimile, or electronic mail.

(4) Rules  of Order.

Except as modified by specific rules and regulations enacted by the Board of Governors, Robert's
Rules of Order (latest edition) shall constitute the rules of parliamentary procedure applicable to all
meetings of the Board of Governors and its several committees.

(5) Reference to Committees.

All matters presented to the Board of Governors, except matters of routine business, which come
within the sphere of interest or activity of any standing committee of the board, shall be submitted by the
board to the appropriate standing committee for investigation and report. All matters of other than routine
business, which do not come within the sphere of interest or activity of any standing committee of the
board, may be submitted by the board to a special committee for investigation and report in advance of
any action thereon by the board. The board may proceed to consider any matter without referring it to a
standing or special committee if, by two-thirds vote, immediate consideration by the board is ordered.
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The reports and recommendations of standing and special committees shall be submitted to the board in
writing consistent with the instructions of the board.

202 D. Minutes.

(1) The  secretary  of the University  shall keep minutes of all meetings of the Board of
Governors;  shall file ,  index, and preserve all minutes,  papers, and documents pertaining to the business
and proceedings of the board;  shall be custodian  of the University  seal and of all records  of the  board; and
shall attest the execution  by the  chair of all legal documents and instruments  of the University of North
Carolina.

(2) Within 20 days after each meeting of the Board of Governors, the secretary of the
University shall transcribe the minutes of the meeting and mail a copy to each member of the board.

202 E. Closed  Sessions.

All meetings of the Board of Governors shall be open to the public unless, consistent with the
requirements of state law, a meeting is closed to the public by a motion duly made and adopted by the
board in an open meeting.

202 F. Amendments  and Suspensions  of  Code  Provisions.

(1) Any provision of this  Code  (except those required or governed by statutory or
constitutional provisions) may be amended by a vote of two-thirds of the voting membership of the board
then in office; provided that no amendment may be adopted unless its substance first has been introduced
at a preceding regular or special meeting of the board.

(2) Any  Code  provision, except that contained in Section 202 F(1) (and those required or
governed by statutory or constitutional provisions), may be suspended at any regular or special meeting of
the Board of Governors for that meeting by affirmative vote of two-thirds of the voting membership of
the board present.

SECTION 203. POWERS AND DUTIES.

203 A. Statutory Powers  and Duties.'

(1) The Board of Governors shall plan and develop a coordinated system of higher education
in North Carolina. To this end it shall govern the constituent institutions, subject to such powers and
responsibilities as may be conferred by statute on or delegated by the Board of Governors to the boards of
trustees of the constituent institutions, and to this end it shall maintain close liaison with the State Board
of Education, the State Board of Community Colleges, and the private colleges and universities of the
state. The board, in consultation with representatives of the State Board of Education and of the private
colleges and universities, shall prepare and from time to time revise a long-range plan for a coordinated
system of higher education, supplying copies thereof to the governor, members of the General Assembly,
the Advisory Budget Commission, and the constituent institutions. State-wide federal or state programs
that provide aid to institutions or students of post-secondary education through a state agency, except
those related exclusively to the community college system, shall be administered by the board pursuant to
any requirement of state or federal statute in order to ensure that all activities are consonant with the
state's long-range plan for higher education. [See G.S. 116-11(1)]

(2) The Board of Governors shall be responsible for the general determination, control,

1 Other statutory powers  and duties are set  forth in Chapters I, IV, V, VII, VIII and IX of this  Code.
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supervision, management, and governance of all affairs of the constituent institutions. For this purpose
the board may adopt such policies and regulations as it may deem wise.2 [See G.S. 116-11(2)]

(3) The Board of Governors shall determine the functions, educational activities, and
academic programs of the constituent institutions. The board shall also determine the type of degrees to
be awarded by each constituent institution. The powers of the board as established by law are not
restricted by any other provision of law assigning specific functions or responsibilities to designated
institutions, the powers of the board superseding any such provisions of law. The board, after giving
adequate notice to the affected institutional board of trustees and affording it an opportunity to be heard,
shall have authority to withdraw approval of any existing program if it appears that the program is
unproductive, excessively costly, or unnecessarily duplicative. [See G.S. 116-11(3)]

(4) The Board of Governors shall approve  the establishment  of any new publicly supported
institution  above the community  college  level. [See G.S. 116-11(6)]

(5) The Board of Governors  shall set enrollment  levels of the constituent  institutions. [See
G.S. 116-11(8)]

(6) The Board of Governors shall collect and disseminate data concerning higher education
in the state. To this end it shall work cooperatively with the North Carolina System of Community
Colleges and shall seek the assistance of the private colleges and universities. It may prescribe for the
constituent institutions such uniform reporting practices and policies as it may deem desirable. [See G.S.
116-11(10)]

(7) The Board of Governors, with the cooperation of other concerned organizations, shall
establish, as a function of the board, an Educational Opportunities Information Center to provide
information and assistance to prospective college and university students and to the several institutions,
both public and private, on matters regarding student admissions, transfers, and enrollments. The public
institutions shall cooperate with the center by furnishing such nonconfidential information as may assist
the center in the performance of its duties. Similar cooperation shall be requested of the private
institutions in the state. An applicant for admission to an institution who is not offered admission may
request that the institution send to the center appropriate nonconfidential information concerning the
application. The center may, at its discretion and with permission of the applicant, direct the attention of
the applicant to other institutions and the attention of other institutions to the applicant. The center is
authorized to conduct such studies and analyses of admissions, transfers, and enrollments as may be
deemed appropriate. [See G.S. 116-18]

(8) The Board of Governors shall give advice and recommendations concerning higher
education to the governor, the General Assembly, the Advisory Budget Commission, and the boards of
trustees of the constituent institutions. [See G.S. 116-11(12)]

(9) The Board of Governors may delegate any part of its authority over the affairs of any
constituent institution to the board of trustees or, through the president of the University, to the chancellor
of the institution in any case where such delegation appears necessary or prudent to enable the institution
to function in a proper and expeditious manner. Any delegation of authority may be rescinded by the
board at any time in whole or in part. [See G.S. 116-11(13)]

2 All policies, rules, and regulations adopted and actions taken prior to July 1, 1972, by the former boards
of trustees of the constituent institutions shall be effective on and after July 1, 1972, as to the respective institutions,
except as modified by this  Code  or by other action of the Board of Governors or by the institutional boards of
trustees. [Session Laws 1972, Ch. 124, Sec. 18]

3 See G.S. 116-40.4. See also G.S. 116-63 through -69.
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203 B.  Other Powers  and Duties.

(1) Whenever the Board of Governors finds that there may be a need for the creation of a
new campus of the University, the board shall direct that a study be made of the relevant educational
needs of the state, such study to take particular account of the relevant educational needs of the area or
areas of the state designated by the Board of Governors. The board shall give careful consideration to the
report of the aforementioned study of educational needs, and if the board finds

(a) that sufficient educational needs exist to justify the establishment of an additional
campus of the University, and

(b) that it appears probable that sufficient additional funds can be made available to
establish and maintain such additional campus without impairing the quality and
extent of the instructional and research programs at the existing campuses of the
University,  the Board of Governors may recommend to the General  Assembly
that appropriate legislation creating or adding such campus be enacted.

(2) The Board of Governors shall have such other powers and duties as may be prescribed by
law or as may be set forth elsewhere in this  Code.

203 C. Reservation of Powers.

The Board of Governors  shall possess  all powers not specifically  given to institutional  boards of
trustees. [See G.S. 116-11(14)]

SECTION 204. ETHICS AND CONFLICT OF INTERESTS

It is of critical importance that decisions made on behalf  of the University  by its governors be in
the best interest  of the University  and not be influenced  by any potential  financial gain to the decision-
makers. Furthermore,  to assure  public confidence in the integrity of the University,  it is important that the
University  not appear to be influenced  by the personal  financial interests of those in decision-making
positions .  In order to assure public  confidence in the integrity of the University,  members of  the Board of
Governors of the University  should not use their positions, or appear to use their positions ,  to influence
the decisions  of the University for their  personal financial gain. At the  same time, the University should
be able to take advantage of contracts that are advantageous to the citizens  of North Carolina  and to the
University  and should avoid having service to  the University  be so restrictive that persons with substantial
financial interests  will be  reluctant to serve. In order to  accomplish these goals, the Board  of Governors
shall adopt and enforce a policy governing conflicts of interest  of its  members. Each member  of the Board
of Governors shall comply  with this  policy.

SECTION 205. DELIVERY OF NOTICES.

All notices ,  documents,  or materials required  by the  Code  to be mailed to members of the Board
of Governors may be delivered by electronic mail, facsimile transmission,  or other reliable means that is
available for notifying that member of the board.
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CHAPTER III- COMMITTEES OF THE BOARD OF GOVER NORS

SECTIO N 300 . ESTABLISHMENT AND  MEMBERSHIP  OF COMMITTEES.

A. The Board of Governors may establish such standing committees as it may deem
necessary. Standing committees shall be established and their duties prescribed by a
vote of two-thirds of the voting membership of the Board of Governors then in office.
Special committees may be created by the Board of Governors or the chair of the
board to perform specific functions not requiring the continuous existence of a
committee.

B. Each voting member of the board shall at all times serve on one of the standing
committees designated in subsections 301 B-E below.

C. Special members of the board may be assigned to such standing or special committees
as the chair of the Board of Governors may from time to time see fit.

D. The chair of the board may, upon request of a standing committee chair, appoint any
voting member to serve temporarily as a voting member of a subcommittee of a
standing committee when the chair of the board deems the work of the subcommittee
to require such an appointment.

E. The vice chair of the Board of Governors shall at all times be a voting member of a
standing committee. The vice chair shall be assigned to a committee by the chair of
the board following consultation between the chair and the vice chair. The vice
chair's membership on a standing committee shall be in addition to the prescribed
regular membership of the committee.

F. The chair of the Board of Governors shall be a voting member of all standing and
special committees, but the chair's membership shall not be counted in determining a
quorum.

SECTION 301. THE STANDING COMMITTEES' JURISDICTION.

301 A. The standing committees of the Board of Governors shall be: the Committee on Budget
and Finance; the Committee on Educational Planning, Policies, and Programs; the Committee on
Personnel and Tenure; the Committee on University Governance, and the Committee on Public Affairs.

301 B. The Committee on Budget and Finance shall consist of seven voting members. The
committee shall advise and consult with the president concerning budget policy and preparation. The
committee shall consider the budget proposed by the president and, upon its approval, shall submit the
budget to the Board of Governors for final action. The committee shall make recommendations to the
board for the allocation of funds appropriated to the board. It shall also advise and assist the president,
and submit recommendations to the board, with respect to real property transactions, investments,
endowments, and other fiscal and property matters in accordance with valuation limits established in
board policy and within the jurisdiction of the Board of Governors.

301 C. The Committee on Educational Planning, Policies, and Programs shall consist of nine
voting members. It shall receive the advice and recommendations of the president and make
recommendations to the board in all areas pertaining to the development of a coordinated system of
higher education in North Carolina, including: (a) the definition of mission and assignment of functions
of each constituent institution; (b) the review of requests for the initiation of new degree programs and
recommendations for the termination of existing programs; (c) the provision of supportive services,
facilities, and other resources for the instructional, research, and public-service programs of the
constituent institutions; (d) the review of policies affecting educational programs and academic affairs; (e)
matters concerning the involvement of students in the University and in university life; (f) review of
matters concerning health affairs in the University; and (g) review of matters concerning the utilization of
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information technology in furtherance of the University's mission. The committee shall also advise and
assist the president and the board in maintaining close liaison with the State Board of Education, the State
Board of Community Colleges, and the private colleges and universities, including the review of all
requests for state aid to the private institutions. It shall further recommend to the board procedures and
standards for the licensing of non-public educational institutions.

301D. The Committee on Personnel and Tenure shall consist of seven voting members. Upon
recommendation of the president, it shall review and make recommendations to the board with respect to
the appointment and compensation of all vice chancellors, senior academic and administrative officers,
and persons with permanent tenure. Notwithstanding the provision above, the committee shall not review
or recommend the appointment and compensation of vice chancellors, senior academic and administrative
officers, and persons with permanent tenure for those campuses delegated the authority to appoint and set
compensation for such employees so long as the boards of trustees act consistently with the policy and
compensation ranges established by the Board of Governors. Further, the committee shall advise and
assist the president in the review and evaluation of tenure policies and regulations which the president
shall periodically conduct, and it shall review all appeals from faculty members of the constituent
institutions which involve an institution's decision to not to reappoint a faculty member, to deny tenure, to
discharge a tenured faculty member, or to impose a serious sanction pursuant to the provisions of Chapter
VI of this  Code.

301 E. The Committee on University Governance shall consist of seven voting members. It shall
keep under continuous review the application and interpretation of  The Code of the University of North
Carolina  and all delegations of authority under that code, and it shall make such recommendations to the
Board of Governors for the amending of  The Code  or delegations of authority as may seem appropriate
for the effective and efficient operation of the University of North Carolina and its constituent institutions.
The committee shall make nominations to the Board of Governors for elections to the boards of trustees
of the constituent institutions. The committee shall receive all requests from students of the constituent
institutions for appellate review by the Board of Governors pursuant to Section 502 D(3) of this  Code  and
from non-faculty employees of the University who are exempt from the State Personnel Act pursuant to
Section 609 C of this  Code.

301 F. The Committee on Public Affairs  shall consist of a number  of voting  members to be
determined  by the chair of the board. A voting member  serving on this committee shall also serve on
another standing committee. The Committee on Public Affairs  shall assist the President in maintaining a
positive relationship  with the Governor, the North Carolina  General  Assembly, the United States
Congress, and other  governmental entities  which affect the ability of the University to carry out its
mission . The committee will review  all state and federal non-budget legislative  priorities of the
University.

SECTION 302. GENERAL PROVISIONS CONCERNING STANDING COMMITTEES.

302 A. Appointment of Members.

The chair of the Board of Governors shall appoint voting members of the board to standing
committees. The term of each voting member of a standing committee shall normally be two years,
commencing upon the effective date of the appointment to the committee and extending until a successor
is appointed. The voting membership of each committee shall be divided into two classes, with the terms
of approximately one-half of the members expiring each year. To achieve balance and efficiencies in the
committee system, the chair may appoint members to one-year terms or reassign members who have
served one year of a two-year term. The chair shall appoint members of standing committees to take
effect at the first meeting of the committee after July 1. If a voting member has served on a standing
committee for four consecutive years, the member shall be, for a period of one year, ineligible for
reappointment to the same standing committee. If a vacancy occurs on a standing committee during a
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term, the chair of the board may appoint a voting member of the board to fill the remainder of the
unexpired term.

302 B. Officers of Standing Committees.

A chair,  vice chair, and secretary of each standing committee shall be elected by the committee
membership each year at the first meeting after  July 1.  No person may serve more than two successive
terms as chair of the same standing committee.

302 C.  Meetings of Standing Committees.

Each standing committee shall meet at such times as either the chair of the standing committee or
the Board of Governors shall designate. Written notice of each meeting of a standing committee shall be
mailed to members of the Board of Governors by the Secretary of the University at least five days in
advance of the meeting date; but any notice which complies with the North Carolina Open Meetings Law
may be given by telephone or other reliable means when, in the judgment of the chair of the committee or
the chair of the Board of Governors, a necessity exists. The agenda for a meeting of a standing committee
shall be prepared by the President with the approval of the chair of the committee, and, if practicable, a
copy shall be mailed to the members of the Board of Governors, or transmitted by other reliable means, at
least five days in advance of the meeting date; however, if such advance notice is not practicable in the
judgment of the chair, the agenda shall be presented to the members of the committee and other members
of the Board of Governors who are attending the meeting at the commencement of the meeting. Such
materials as the committee may designate by standing rule, or as the chair of the committee may designate
in the absence of a standing rule, shall be sent with the agenda and notice of the meeting.

If notice of an agenda item is not provided to the members of the Board of Governors at least 48
hours before the committee meeting, then any recommended action resulting from that item shall not be
placed on the consent agenda of the Board of Governors. In the Committee report the chair shall state
that the recommended action was added to the committee agenda.

A majority of the elected committee membership shall constitute a quorum for the conduct of
business of a standing committee. The chair of the standing committee shall preside at all committee
meetings; in the absence of the chair, the vice chair shall preside. The procedures and rules of order
governing the conduct of committee business shall be the  same as  those applicable to meetings of the
Board of Governors. Minutes of every meeting of a standing committee shall be kept by the Secretary of
the committee.

302 D. Subcommittees.

Each standing committee may establish from its elected membership such subcommittees as it
may deem necessary and appropriate for the effective discharge of its assigned responsibilities. The chair
of the standing committee shall appoint the chair and the members of each subcommittee and shall report
to the board the establishment of any subcommittee.

302 E. Report of Standing Committees.

Each  standing committee shall make  a written report  to the Board  of Governors  at least annually,
reviewing  the work of  the committee during the preceding year.

302 F. Closed  Sessions.

All meetings of committees shall be open to the public unless, consistent with the requirements of
state law, a meeting of a committee is closed to the public by a motion duly made and adopted by the
committee in an open meeting.
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SECTION 303. SPECIAL COMMITTEES OF THE BOARD OF GOVERNORS.

Special committees may be created by the Board of Governors or the chair of the board to
perform specific functions not requiring the continuous existence of a committee. The size, function, and
procedures of special committees shall be determined either by majority vote of the board or by the chair
of the board. The chair and members of a special committee shall be appointed by the chair of the board
from the voting membership of the board unless the Board of Governors otherwise provides. Special
committees shall cease to exist when their functions have been discharged; however, every special
committee shall cease to exist one year after the date of its creation, unless continued by affirmative
action of the board or the chair of the board. Notwithstanding the above, the size, function, procedures,
membership, and selection of the chair of a presidential search committee shall be determined by majority
vote of the Board of Governors.
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CHAPTER IV - BOARDS  OF TRUST EES

SECTIO N 400. MEMBERSHIP.

400 A .  General Provisions.

(1) Each constituent institution shall have a board of trustees composed of 13 persons4
chosen as follows: (i) eight elected by the Board of Governors, (ii) four appointed by the governor, and
(iii) the president of the student government of the institution, ex-officio. [See G. S. 116-31(d)]

(2) In every odd-numbered year, the Board of Governors shall elect four persons to each
board of trustees and the governor shall appoint two persons to each such board; and the term of office of
all such elected or appointed trustees (excluding ex-officio trustees) shall be four years, commencing on
July 1, of such odd-numbered year. [Compare G.S. 116-31(e) and (f)]

(3) Whenever any vacancy shall occur in the membership of a board of trustees among those
appointed by the governor, it shall be the duty of the secretary of the board of trustees to inform the
governor of the existence of such vacancy, and the governor shall appoint a person to fill the unexpired
term, and whenever any vacancy shall occur among those elected by the Board of Governors, it shall be
the duty of the secretary of the board of trustees to inform the Board of Governors of the existence of the
vacancy, and the Board of Governors shall elect a person to fill the unexpired term. Whenever a member
shall fail, for any reason other than ill health or service in the interest of the state or nation, to be present
for three successive regular meetings of a board of trustees, the individual's place as a member shall be
deemed vacant. [See G.S. 116-31(j)]

(4) Any  person who has served two full four-year terms in succession as a member of a
board of trustees shall, for a period of one year,  be ineligible for election or appointment to the same
board but may be elected or appointed to the board of another institution. [See G.S. 116-31(g)]

(5) No member of the General Assembly or officer or employee of the state or of any
constituent institution or spouse of any such member, officer, or employee shall be eligible for election or
appointment as a trustee. Any trustee who is elected or appointed to the General Assembly or who
becomes an officer or employee of the state or of any constituent institution or whose spouse is elected or
appointed to the General Assembly or becomes such officer or employee shall be deemed thereupon to
resign from membership on the board of trustees. [See G.S. 116-31(h)]

400 B. Dual Membership Prohibited.

No person may serve simultaneously as a member of a board of trustees and as a member of the
Board of Governors. Any trustee who is elected to the Board of Governors shall be deemed to have
resigned as a trustee effective as of the date that the individual's term commences as a member of the
Board of Governors. [See G.S. 116-31(i)]

SECTION 401. OFFICERS.

401 A. Chair, Vice Chair,  and Secretary.

At the first regular meeting after June 30 of each year, each board of trustees shall elect from its
membership a chair, a vice chair, and a secretary. [See G.S. 116-32] Each of these officers shall serve
until his or her successor is elected. If the term of the chair on the board of trustees expires before his or

4 Fifteen trustees in the case of the North Carolina School of the Arts. [See G.S. 116-65]
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her successor as chair is elected, then the vice chair shall become the interim chair until the chair's
successor is elected.

401 B.  Assistant Secretary.

Each board of trustees may also elect an assistant secretary, from among the members of the
chancellor's staff. Copies of all minutes, papers, and documents of a board of trustees may be certified by
its assistant secretary with the same force and effect as though such certification were made by the
secretary of such board.

SECTION 402. MEETINGS.

402 A. Frequency.

Each board of trustees shall hold not fewer than three regular meetings a year and may hold such
additional meetings as may be deemed desirable. [See G.S. 116-32]

402 B.  Rules  of Procedure.

Each board of trustees shall determine its own rules of procedure and may delegate to such
committees as it may create such of its powers as it deems appropriate. The board of trustees may
convene in closed session, consistent with state law and policy.

402 C.  Keeping Board of Governors Informed.

The secretary of each board of trustees shall keep the Board of Governors, through the secretary
of the University, fully and promptly informed concerning activities of the board of trustees, including
notice of any changes in the membership of the board or in its committee structure or bylaws, notices of
meetings, and a copy of the minutes of all meetings.

402 D.  Notice of Committee Meetings

Each board of trustees shall provide timely notice of each of its meetings and committee meetings
to every member of that board of trustees.

SECTION 403. POWERS AND DUTIES.

403 A.  General Powers and Duties.

Each board of trustees shall promote the sound development of its institution within the functions
prescribed for it, helping it to serve the people of the state in a way that will complement the activities of
the other institutions and aiding it to perform at a high level of excellence in every area of endeavor.
Each board of trustees shall serve as advisor to the Board of Governors on matters pertaining to its
institution and shall also serve as advisor to the chancellor concerning the management and development
of the institution. [See G.S. 116-33]

403 B.  Other Powers  and Duties.

Each board of trustees shall have such other powers and duties,  not inconsistent with other
provisions of this  Code or with applicable provisions of state law,  as shall be defined and delegated by the
Board of Governors. [See G.S. 116-33 and G.S. 116-11(13) and (14)]
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CHAPTER V - OFFICE RS  OF THE UNIVERSITY

SECTIO N 500 . ELECTION OF OFFICE RS.

500 A. President and Staff.

(1) The Board of Governors  shall elect a president  of the University of North Carolina [See
G.S. 116-14(a)], whose compensation shall be fixed  by the  Board of Governors.

(2) The Board of Governors, on nomination of the president, shall elect and fix the
compensation of such professional members of the presidential staff as may be deemed necessary to
administer the affairs and execute the policies of the University of North Carolina. These staff members
shall include a senior vice president and such other vice presidents and officers as may be deemed
desirable. [See G.S. 116-14(b)]

(3) In addition, the president shall employ such other personnel, subject to the provisions of
Chapter 126 of the General Statutes ("State Personnel System"), as may be deemed necessary to assist the
officers of the University in administering the affairs and executing the policies of the University of North
Carolina. [See G. S. 116-14(b)]

(4) The professional staff complement shall be established by the board on recommendation
of the president to ensure that there are persons on the staff who have the professional competence and
experience to carry out the duties assigned and to ensure that there are persons on the staff who are
familiar with the problems and capabilities of all of the principal types of institutions represented in the
University of North Carolina. Provision shall be made for persons of high competence and strong
professional experience in such areas as academic affairs, public-service programs, business and financial
affairs, institutional studies and long-range planning, student affairs, research, legal affairs, health affairs
and institutional development, and for state and federal programs administered by the board. [See G.S.
116-14(b)]

500 B. Chancellors and Staffs.

(1) The Board of Governors shall elect, on nomination of the president, the chancellor of
each of the constituent institutions and fix the chancellor's compensation.' The president shall make a
nomination from a list of not fewer than two names recommended by the institutional board of trustees.
[See G. S. 116-11(4)]

(2) Unless the Board of Governors has delegated this authority to an institutional board of
trustees,  the Board of Governors shall, on recommendation of the president and of the appropriate
institutional chancellor,  appoint and fix the compensation of all vice chancellors,  senior academic and
administrative officers, and persons having permanent tenure. [See G.S. 116-11(5) and 116-40 .22(b)]

SECTION 501. PRESIDENT OF THE UNIVERSITY.

501 A. General Authority.

The president of the University of North Carolina shall be the chief administrative and executive

' The merger of an institution into the University of North Carolina under Chapter 1244 of the 1971

Session Laws shall not impair any term of office, appointment, or employment of any administrative, instructional,
or other personnel of the institution. Effective July 1, 1972, the title president and vice president of each constituent
institution shall be changed to chancellor and vice chancellor, and the tenures of persons occupying these positions
shall continue subject to the other provisions of this  Code.  [See Sec. 18, Ch. 1244, 1971 Session Laws]
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officer of the University. [See G.S. 116-14(a)] The president shall have complete authority to manage
the affairs and execute the policies of the University of North Carolina and its constituent institutions,
subject to the direction and control of the Board of Governors and the provisions of this  Code.  The
president shall personally represent before the state, the region and the nation the ideals and the spirit of
the University of North Carolina. As the chief executive, the president shall be the official administrative
spokesperson for and the interpreter of the University to the alumni and alumnae as a whole, the news
media, the educational world, and the general public. The president shall be responsible for the
presentation and interpretation of all University policies, recommendations, and requests to the General
Assembly, the governor, state officers and commissions, and the federal government.

501 B.  Relation  of the President to the Board of Governors.

(1) The president, as the chief executive officer of the University, shall perform all duties
prescribed by the Board of Governors. The president shall be responsible to the Board of Governors for
the prompt and effective execution of all laws relating to the University of North Carolina and of all
resolutions, policies, rules, and regulations adopted by the board for the operation of the University of
North Carolina and for the government of any and all of its constituent institutions, and the president's
discretionary powers shall be broad enough to meet the extensive responsibilities of the presidency.

(2) The president shall make recommendations to the Board of Governors with respect to the
adoption, modification, revision or reversal of policies, rules, and regulations applicable to the University
of North Carolina and any or all of its constituent institutions. To this end, the president shall establish
and maintain agencies of inquiry and administrative lines of communication, which include the
constituent institutions, to ensure prompt perception of needs for problem identification and analysis,
decision, and policy formulation.

(3) The president shall prepare and submit to the Board of Governors such reports and
recommendations concerning the University of North Carolina and its constituent institutions as the
president may deem wise or as the board may require.

(4) The president shall attend and may participate in, without the privilege of voting, the
meetings of the Board of Governors and its various committees, and the president may attend the
meetings of all the boards of trustees.

(5) The president shall be the official administrative medium of communication between the
Board of Governors and all individuals, officials,  agencies, and organizations,  both within and without the
University  and its constituent institutions.

(6) The president, consistent with the provisions of Section 500 B(2), shall make
nominations for all appointments that are to be acted upon by the Board of Governors and shall make
recommendations for all promotions, salaries, transfers, suspensions, and dismissals that are to be acted
upon by the board. The board reserves the right, in all instances, to act on its own initiative.

(7) The president shall assume, and retain at all times, control over the budget of the
University of North Carolina, subject to the direction and control of the Board of Governors. The
president shall prepare the proposed budget of the University of North Carolina and shall submit such
proposed budget to the Board of Governors for approval; administrative procedures uniformly applicable
to all institutions shall be established by the president to ensure that each institution has full opportunity
to provide information and advice concerning the formulation of such proposed budget. The president
shall be responsible for the presentation and explanation of budget requests approved by the Board of
Governors to the director of the budget and the Advisory Budget Commission, the General Assembly and
its committees, officers, and members. The president shall be responsible for the execution of the budget
of the University of North Carolina as approved by the General Assembly. All revisions of the budget
which require approval of the Advisory Budget Commission shall be acted upon by the Board of
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Governors on recommendation of the president.
(8) The president, with the approval of the Board of Governors, shall appoint an advisory

committee composed of representative presidents of the private colleges and universities of the state.
[See G.S. 116-14(c)]

501 C.  Relation of the President  to the University.

(1) The president shall be the leader of the University of North Carolina and its constituent
institutions and shall coordinate the activities of all constituent institutions in accordance with the
principle of allocated functions prescribed by the Board of Governors. The president shall promote the
general welfare and development of the University in its several parts and as a whole.

(2) The president shall be a member of, and shall have the privilege of attending meetings of,
all faculties of the constituent institutions of the University of North Carolina.

(3) In the absence of policies prescribed by the Board  of Governors,  the president shall
resolve all issues of jurisdiction and dispute among the constituent institutions  of the University.

As of July 1, 2003 Section 50]C(4) shall be  deleted.  However this  section shall continue to be
applicable to student  offences  committed prior  to July 1, 2003  and shall also continue to be
applicable  to faculty and staff  grievances  submitted  prior to January  1, 2004.

(4) Subject  to such regulations and limitations  as may be prescribed by the Board of
Governors, the faculties, staffs,  and student  bodies of  the constituent institutions, or any member thereof,
may have the right to appeal the disposition  of grievances  to the chancellor , and from the  chancellor to
the president, and from the president  to the  Board of Governors; provided,  that appeals based on
policies ,  rules, or regulations  adopted by  the board  of trustees shall be addressed  initially to the
chancellor , and from the  chancellor to the  board of trustees,  and, where allowed , from the board of
trustees to the Board  of Governors; however, all appeals addressed  to or requests  for hearings by the
Board of Governors, from  whatever source, shall be transmitted through the president.

(5) The president may refer for investigation, report,  and advice any question  of University
concern to any council, faculty,  or scientific ,  extension ,  or administrative staff.

(6) The medium for official communications between the president and the constituent
institutions of the University shall be the respective chancellors.

(7) The president shall establish administrative organizations to carry out the policies of the
University and shall interpret these organizations to the Board of Governors and to the officers and
faculties of the University. The president shall ensure that the University and its constituent institutions
are properly staffed with personnel competent to discharge their responsibilities effectively. In carrying
out the president's duties and responsibilities, the president shall be assisted by staff officers and by the
chancellors of the constituent institutions. The president shall prescribe the duties and assignments of the
staff officers reporting to the president. The president may establish and define the duties of all-
University councils and committees to advise and assist the president in the execution of the president's
duties. The president may delegate to other officers portions of the president's duties and responsibilities,
with the required authority for their fulfillment. However, such delegation shall not reduce the president's
overall responsibility for those portions of duties which the president may choose to delegate.

SECTI ON 502 . CHANCE LLORS  OF CONSTITUENT INSTITUTIONS.

502 A. General Authority.

The administrative and executive head of each constituent institution shall be the chancellor, who
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shall exercise complete executive authority therein, subject to the direction of the president. The
chancellor shall be responsible for carrying out policies of the Board of Governors and of the board of
trustees. [See G.S. 116-34(a)]

502 B. Relation of the Chancellor to the Board of Governors and the President.

(1) It shall be the duty of the chancellor to keep the president, and through the president the
Board of Governors, fully informed concerning the operations and needs of the institution. Upon request,
the chancellor shall be available to confer with the president or with the Board of Governors concerning
matters that pertain to the institution. [See G.S. 116-34(c)] As of June 30 of each year, the chancellor
shall prepare for the Board of Governors a detailed report on the operation of the institution for the
preceding year. [See G.S. 116-34(a)] The chancellor shall make such additional reports to the president
or the Board of Governors as the president or the Board of Governors may require.

(2) The chancellor shall make recommendations for development of the educational
programs of the institution [See G.S. 116-34(d)] and shall serve as general adviser to the president, and
through the president the Board of Governors, with respect to all programs and activities of the
institution.

(3) The chancellor shall be responsible to the president for the administration of the
institution, including the enforcement of the decisions, actions, policies, and regulations of the Board of
Governors applicable to the institution.

(4) Subject to policies prescribed by the Board of Governors and by the institutional board of
trustees, the chancellor shall make recommendations for the appointment of personnel within the
institution. [See G.S. 116-34(d)] With respect to all personnel matters, including appointments,
promotions, removals, and compensation for the institution's academic, administrative, and other staffs,
which are required to be acted upon by the Board of Governors, the chancellor shall make
recommendations to the president.

(5) The chancellor shall present to the president all matters concerning the institution which
are to be considered  by the  Board of Governors  or any of  its committees .  In accordance with prescribed
administrative procedures uniformly applicable to all institutions,  the chancellor shall participate in the
development of the proposed budget of  the University of North  Carolina.

(6) The chancellor shall be the official medium of communication between the president and
all deans, heads or chairs of departments, directors, and all other administrative officers, faculty members,
students, and employees.

502 C.  Relation of the Chancellor to the Board of Trustees.

(1) It shall be the duty of the chancellor to attend all meetings of the board of trustees and to
be responsible for keeping the board of trustees fully informed on the operation of the institution and its
needs. [See G.S. 116-34(b)]

(2) As of June 30 of each year, the chancellor shall prepare for the board of trustees a
detailed report on the operation of the institution for the preceding year. [G.S. 116-34(a)] The chancellor
shall also submit such additional reports to the board of trustees as the chancellor may deem wise or as
the board may require. The chancellor shall seek the counsel of the board of trustees concerning the
affairs of the institution.

(3) The chancellor shall be responsible to t:he board of trustees for enforcing all policies,
rules, and regulations of the board of trustees.
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(4) The chancellor shall be the official medium of communication between the board of
trustees and all individuals, officials, agencies, and organizations, both within and without the institution.

502 D. Relation of the Chancellor  to the Constituent Institution.

(1) Subject to policies established by the Board of Governors, the board of trustees, or the
president, the chancellor; shall be the leader of and the official spokesperson for the institution; shall
promote the educational excellence and general development and welfare of the institution; shall define
the scope of authority of faculties, councils, committees, and officers of the institution; and all projects,
programs, and institutional reports to be undertaken on behalf of the institution shall be subject to the
chancellor's authorization and approval.

(2) The chancellor shall be a member of all faculties and other academic bodies of the
institution and shall have the right to preside over the deliberations of any legislative bodies of the
faculties of the institution.

The chancellor shall be responsible for ensuring that there exists in the institution a faculty
council or senate, a majority of whose members are elected by and from the members of the faculty. The
general faculty, however, which shall include at least all full-time faculty and appropriate administrators,
may function as the council or senate. The faculty shall be served by a chair elected either by the general
faculty or by the council or senate. However, the chancellor may attend and preside over all meetings of
the council or senate. The council or senate may advise the chancellor on any matters pertaining to the
institution that are of interest and concern to the faculty.

In addition to ensuring the establishment of a council or senate, the chancellor shall ensure the
establishment of appropriate procedures within the institution to provide members of the faculty the
means to give advice with respect to questions of academic policy and institutional governance, with
particular emphasis upon matters of curriculum, degree requirements, instructional standards, and grading
criteria. The procedures for giving advice may be through the council or senate, standing or special
committees or other consultative means.

Effective July 1, 2003, Code Section  502D( 3) shall read as follows and will  apply to offences  committed
on or after that date:

(3) Subject to any policies or regulations of the Board of Governors or of the board of
trustees, it shall be the duty of the chancellor to exercise full authority in the regulation of student affairs
and student conduct and discipline. In the discharge of this duty, delegation of such authority may be
made by the chancellor to faculty committees and to administrative or other officers of the institution, or
to agencies of student government, in such manner and to such extent as may by the chancellor be
deemed necessary and expedient. In the discharge of the chancellor's duty with respect to matters of
student discipline, it shall be the duty of the chancellor to secure to every student the right to due process.
Appeals from these disciplinary decisions are allowable only on the following grounds:

1) a violation of due process; or
2) a material deviation from Substantive and Procedural Standards adopted by the Board of

Governors.
Where the sanction is suspension or expulsion, an appeal may be made to the board of trustees. No
appeal to the president is permitted. When the sanction is expulsion, the final campus decision is
appealable to the Board of Governors.
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CHAPTER VI - ACADEMIC FREEDOM AND TENURE

SECTION 600. FREEDOM AND RESPONSIBILITY IN THE UNIVERSITY
COMMUNITY.

(1) The University of North Carolina is dedicated to the transmission and advancement of
knowledge and understanding. Academic freedom is essential to the achievement of these purposes. The,
University therefore supports and encourages freedom of inquiry for faculty members and students, to the
end that they may responsibly pursue these goals through teaching, learning, research, discussion, and
publication, free from internal or external restraints that would unreasonably restrict their academic
endeavors.

(2) The University and each constituent institution shall protect faculty and students in their
responsible exercise of the freedom to teach, to learn, and otherwise to seek and speak the truth.

(3) Faculty and students of the University of North Carolina shall share in the responsibility
for maintaining an environment in which academic freedom flourishes and in which the rights of each
member of the academic community are respected.

SECTION 601. ACADEMIC FREEDOM AND RESPONSIBILITY  OF FACULTY.

(1) It is the policy of the University of North Carolina to support and encourage full freedom,
within the law, of inquiry, discourse, teaching, research, and publication for all members of the academic
staffs of the constituent institutions. Members of the faculty are expected to recognize that accuracy,
forthrightness, and dignity befit their association with the University and their position as men and
women of learning. They should not represent themselves, without authorization, as spokespersons for
the University of North Carolina or any of its constituent institutions.

(2) The University and its constituent institutions shall not penalize or discipline members of
its faculties because of the exercise of academic freedom in the lawful pursuit of their respective areas of
scholarly and professional interest and responsibility.

SECTION 602. ACADEMIC TENURE.

(1) To promote and protect the academic freedom of its faculty, the board of trustees of each
constituent institution shall adopt policies and regulations governing academic tenure. Policies adopted
by a board of trustees regarding academic tenure and promotion shall be effective upon review by the
senior vice president for academic affairs and the vice president and general counsel, and approved by the
president. The chancellor shall review the constituent institution's tenure policies periodically, but at
least every five years, and shall report to the president whether or not amendments or revisions are
appropriate. The chancellor shall involve the faculty in this review.

(2) In all instances,  the tenure  conferred on a faculty  member is  held with reference to
employment by a constituent institution,  rather than to employment  by the University of North Carolina.

(3) The tenure policies and regulations of each constituent institution' shall prescribe the
procedures by which decisions concerning appointment, reappointment, promotion, and the conferral of

' Because of the unique character and mission of the North Carolina School of the Arts, the requirement

that the institution adopt tenure policies will be satisfied at that institution by an employment system based on
renewable contracts, which system need not provide for the traditional faculty ranks. Wherever the phrase "tenure
policies and regulations" is used in this chapter, it shall mean, for the School of the Arts, the faculty employment
policies of that school. Wherever the phrase "tenured faculty" is used in this chapter, it shall mean, for that school, a
faculty member holding a fixed-term contract.
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permanent tenure shall be made. The length of terms of appointment that do not carry permanent tenure
and those faculty ranks or titles whose holders shall be eligible for permanent tenure shall be prescribed.
The institutional policies and regulations also shall prescribe the intervals at which the review of
candidates for reappointment and promotion, including the conferral of permanent tenure, shall occur.
The tenure policies and regulations of each institution, which shall include the complete text of Chapter
VI of  The Code,  shall be published by the institution and distributed to its faculty members.

(4) The tenure policies and regulations of each institution shall set forth the general
considerations upon which appointment, reappointment,  promotion, and permanent tenure are to be
recommended.  The institutional regulations shall provide that these considerations shall include an
assessment of at least the following : the faculty  member's demonstrated professional competence, the
faculty member' s potential for future contribution, and institutional needs and resources.

(5) The institutional policies and regulations shall specify that permanent tenure may be
conferred only by action of the president and the Board of Governors, or by such other agencies or
officers as may be delegated such authority by the Board of Governors.

(6) Institutional tenure policies and regulations shall distinguish among the following:

(a) the nonreappointment (or nonrenewal) of a faculty  member at the expiration of a
specified term of service;

(b) the discharge or suspension of a faculty member with permanent tenure or of a
faculty member appointed to a specified term of service before that term expires
for reasons based on incompetence, neglect of duty, or misconduct of such a
nature as to indicate that the individual is unfit to continue as a member of the
faculty;

(c) the termination of employment for reasons of institutional financial exigency or
major curtailment or elimination of a teaching, research, or public-service
program of a faculty member who has permanent tenure, or of a faculty member
who has been appointed to a specified term of service before that term expires;
and

(d) retirement for physical  or mental  disability.

(7) Institutional tenure policies and regulations shall provide that the appointment,
reappointment, or promotion of a faculty member to a position funded in whole or in substantial part from
sources other than continuing state budget funds or permanent trust funds shall specify in writing that the
continuance of the faculty member's services, whether for a specified term or for permanent tenure, shall
be contingent upon the continuing availability of such funds. The institutional tenure policies and
regulations may make one or more of the following exceptions to the foregoing contingency requirement:

(a) That such a contingency shall not be included in a promotion to a higher rank if,
before the effective date of that promotion, the faculty member had permanent
tenure and no such condition is attached to the tenure.

(b) That such a contingency shall not be attached to the faculty member's contract if
the faculty member held permanent tenure in that institution on July 1, 1975, and
the contract was not contingent upon the continuing availability of sources other
than continuing state budget or permanent trust funds.

(c) That such a contingency may be waived for health affairs faculties because of the
unusual dependence of programs in the health professions on income from
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sources such as clinical receipts.

If a faculty  member's appointment is terminated because of the nonavailability of these funds, the
institution will make every reasonable effort to give the same notice as set forth in Section 605 B (1).
This  notice shall include the pertinent data upon which the termination is based.

(8) The tenure policies and regulations of each institution shall be subject to approval by the
president. The president periodically shall review and re-evaluate these policies and regulations and
report findings and recommendations, if any, to the Committee on Personnel and Tenure and through the
committee to the Board of Governors.

SECTION 603. DUE PROCESS BEFORE DISCHARGE OR THE IMPOSITION OF
SERIOUS SANCTIONS.

(1) A faculty member, who is the beneficiary of institutional guarantees of tenure, shall enjoy
protection against unjust and arbitrary application of disciplinary penalties. During the period of such
guarantees the faculty member may be discharged or suspended from employment or diminished in rank
only for reasons of incompetence, neglect of duty, or misconduct of such a nature as to indicate that the
individual is unfit to continue as a member of the faculty.2 These penalties may be imposed only in
accordance with the procedures prescribed in this section. For purposes of these regulations, a faculty
member serving a stated term shall be regarded as having tenure until the end of that term. These
procedures shall not apply to nonreappointment (Section 604) or termination of employment (Section
605).

(2) The chief academic officer of the institution, however titled, shall send the faculty
member a written statement of intention to discharge the faculty member by a method of mail or delivery
that requires a signature for delivery. The statement shall include notice of the faculty member's right,
upon request, to both written specification of the reasons for the intended discharge and a hearing by an
elected standing faculty committee on hearings.

(3) If, within ten days3 after receiving the notice referred to in paragraph (2) above, the
faculty member makes no written request for either a specification of reasons or a hearing, the faculty
member may be discharged without recourse to any institutional grievance or appellate procedure.

(4) If, within ten days after receiving the notice referred to in paragraph (2) above, the
faculty member makes written request, by a method of delivery that requires a signature for delivery, for a
specification of reasons, the chief academic officer shall supply such specification in writing by a method
of delivery that requires a signature for delivery, within ten days after receiving the request. If the faculty
member makes no written request for a hearing within. ten days after receiving the specification, the
faculty member may be discharged without recourse to any institutional grievance or appellate procedure

(5) If the faculty member makes a timely written request for a hearing, the chief academic
officer shall ensure that the hearing is accorded before an elected standing committee of the institution's
faculty. The hearing shall be on the written specification of reasons for the intended discharge. The
hearing committee shall accord the faculty member 20 days from the time it receives the faculty
member's written request for a hearing to prepare a defense. The hearing committee may, upon the

2 Retirement for reason  of disability  shall be in accordance with North Carolina statutes and regulations
governing retirement  for faculty  who are members of the state retirement system . A faculty  member who is not a
member of the state retirement system and who is mentally or physically disabled,  but refuses to retire, may be
discharged because of that disability only in accordance with the procedures of this section.

3 Wherever it is used in this chapter,  except when calendar day is specified ,  the word "day" shall mean any
day except Saturday, Sunday or an institutional holiday. In computing any period of time, the day in which notice is
received is not counted but the last day of the period being computed is to be counted.
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faculty member' s written request  and for good  cause,  extend this  time by written  notice  to the faculty
member.

(6) The hearing shall be closed to the public unless the faculty member and the hearing
committee agree that it may be open. The faculty member shall have the right to counsel, to present the
testimony of witnesses and other evidence, to confront and cross-examine adverse witnesses, and to
examine all documents and other adverse demonstrative evidence. A written transcript of all proceedings
shall be kept; upon request, a copy thereof shall be furnished to the faculty member at the institution's
expense.

(7) The chief academic officer, or counsel, may participate in the hearing to present
evidence, cross-examine witnesses, and make argument.

(8) In reaching decisions on which its written recommendations to the chancellor shall be
based, the committee shall consider only the evidence presented at the hearing and such written or oral
arguments as the committee, in its discretion, may allow. The committee shall make its written
recommendations to the chancellor within ten days after its hearing concludes.

(9) If the chancellor concurs in a recommendation of the committee that is favorable to the
faculty member, the chancellor's decision shall be final. If the chancellor either declines to accept a
committee recommendation that is favorable to the faculty member or concurs in a committee
recommendation that is unfavorable to the faculty member, the faculty member may appeal the
chancellor's decision to the board of trustees. This appeal shall be transmitted through the chancellor and
be addressed to the chair of the board. Notice of appeal shall be filed within ten days after the faculty
member receives the chancellor's decision. The appeal to the board of trustees shall be decided by the full
board of trustees. However, the board may delegate the duty of conducting a hearing to a standing or ad
hoc committee of at least three members. The board of trustees, or its committee, shall consider the
appeal on the written transcript of hearings held by the faculty hearing committee, but it may, in its
discretion, hear such other evidence as it deems necessary. The board of trustees' decision shall be made
within 45 days after the chancellor has received the faculty member's request for an appeal to the trustees.
This decision shall be final except that the faculty member may, within ten days after receiving the
trustees' decision, file a written petition for review with the Board of Governors if the faculty member
alleges that one or more specified provisions of the  Code of the University of North Carolina  have been
violated. Any such petition to the Board of Governors shall be transmitted through the president, and the
board shall, within 45 days, grant or deny the petition or take such other action as it deems advisable. If it
grants the petition for review, the board's decision shall be made within 45 days after it has notified the
faculty member that it will review the petition.

(10) When a faculty member has been notified of the institution's intention to discharge the
faculty member, the chancellor may suspend the individual at any time and continue the suspension until
a final decision concerning discharge has been reached by the procedures prescribed herein. Suspension
shall be exceptional and shall be with full pay.

SECTIO N 604.  APPOINTMENT, NONREAPPOINTMENT AND REQUIREMENTS OF
NOTICE AND REVIEW.

604 A.  Notice of Reappointment or Nonreappointment.

Effective January 1, 2004, for appeals of decisions  not to reappoint  made on or after January
1, 2004, 604 A shall  read  as follows;

(1) The decision not to reappoint a faculty member at the expiration of a fixed term of
service shall be made by the appropriate institutional faculty and administrative officers early enough to
permit timely notice to be given. For full-time faculty at the rank of instructor,  assistant  professor,
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associate professor, or professor, the minimum requirement for timely notice shall be as follows:

(a) during the first year of service at the institution, the faculty member shall be
given not less than 90 calendar days' notice before the employment contract
expires;

(b) during the second year of continuous service at the institution, the faculty
member shall be given not less than 180 calendar days' notice before the
employment contract expires; and

(c) after two or more years of continuous service at the institution, the faculty
member shall be given not less than 12 months' notice before the employment
contract expires.

(2) Notice of reappointment or nonreappointment shall be written. If the decision is not to
reappoint, then failure to give timely notice of nonreappointment will oblige the chancellor thereafter to
offer a terminal appointment of one academic year.

604 B.  Impermissible  Reasons  for Nonreappointment.

In no event shall a decision not to reappoint  a faculty member  be based upon (a) the  exercise by
the faculty member of  rights guaranteed  by the First Amendment to the United  States  Constitution, or by
Article I of the North Carolina  Constitution, or (b) the faculty member 's race, sex, religion, national
origin, age, disability , or honorable service in the armed services  of the United  States, or (c) personal
malice.

604 C. Special Faculty Appointments.

All appointments of visiting faculty, adjunct faculty, or other special categories of faculty such as
lecturers, artists-in-residence, or writers-in-residence shall be for only a specified term of service. That
term shall be set forth in writing when the appointment is made, and the specification of the length of the
appointment shall be deemed to constitute full and timely notice of nonreappointment when that term
expires. The provisions of Sections 602 (4) and 604 A shall not apply in these instances.

604 D. Subject to limitations contained in the Policies of the Board of Governors, a faculty
member may appeal to the Board of Governors the decision of a chancellor not to reappoint the faculty
member.

SECTION 605. TERMINATION OF FACULTY EMPLOYMENT.

605 A.  Definition.

The tenure policies and regulations of each institution shall provide that the employment of
faculty members with permanent tenure or of faculty members appointed to a fixed term may be
terminated by the institution because of (1) demonstrable, bona fide institutional financial exigency or (2)
major curtailment or elimination of a teaching, research, or public-service program. "Financial exigency"
is defined as a significant decline in the financial resources of the institution that is brought about by
decline in institutional enrollment or by other action or events that compel a reduction in the institution's
current operations budget. The determination of whether a condition of financial exigency exists or
whether there shall be a major curtailment or elimination of a teaching, research, or public-service
program shall be made by the chancellor, after consulting with the academic administrative officers and
faculties as required by Section 605 C(1), subject to the concurrence by the President and then approval
by the Board of Governors. If the financial exigency or curtailment or elimination of program is such that
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the institution's contractual obligation  to a faculty  member may not be met, the employment  of the faculty
member may be terminated in accordance with institutional procedures  that afford the faculty  member a
fair hearing on that decision.

605 B. Timely Notice of Termination.

(1) When a faculty  member's employment is to be terminated because of major curtailment
or elimination of a teaching,  research,  or public-service program and such curtailment or elimination of
program is not founded upon financial exigency , the faculty  member shall be given timely notice as
follows:

(a) one who has permanent tenure shall be given not less than 12 months' notice; and

(b) one who was appointed to a fixed term and does not have permanent tenure shall
be given notice in accordance with the requirements specified in Section 604
A(1).

(2) When a faculty member's employment is to be terminated because of financial exigency,
the institution will make every reasonable effort, consistent with the need to maintain sound educational
programs and within the limits of available resources, to give the same notice as set forth in Section 605
B(1).

(3) For a period of two years after the effective date of termination of a faculty member's
contract for any of the reasons specified in Section 605, A, the institution shall not replace the faculty
member without first offering the position to the person whose employment was terminated. The offer
shall be made by a method of delivery that requires a signature for delivery, and the faculty member will
be given 30 calendar days after attempted delivery of the notice to accept or reject the offer.

605 C. Institutional Procedures.

Effective January 1, 2004, for terminations arising on or after January 1, 2004, 605 C. shall
read as follows;

The institution shall establish regulations governing termination procedures. These regulations
shall include provisions incorporating the following requirements:

(1) If it appears that the institution will experience an institutional financial exigency or
needs seriously to consider a major curtailment or elimination of a teaching, research, or public-service
program, the chancellor or chancellor's delegate shall first seek the advice and recommendations of the
academic administrative officers and faculties of the departments or other units that might be affected.

(2) In determining  which faculty  member's employment is to be terminated for reasons set
forth in Section  605 A , the chancellor shall give consideration to tenure status, to years of service to the
institution,  and to other factors deemed relevant,  but the primary consideration shall be the maintenance
of a sound and balanced educational program that is consistent  with the  functions and responsibilities of
the institution.

(3) An individual faculty member whose employment is to be terminated shall be notified of
this fact in writing. This notice shall include a statement of the conditions requiring termination of
employment, a general description of the procedures followed in making the decision, and a disclosure of
pertinent financial or other data upon which the decision was based.
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(4) A reconsideration procedure shall be provided that affords the faculty member whose
employment is to be terminated a fair hearing on the termination if the faculty member alleges that the
decision to terminate was arbitrary or capricious.

(5) The institution, when requested  by the faculty  member, shall give reasonable assistance
in finding other employment  for a faculty  member whose employment has been terminated.

(6) A faculty member whose employment is terminated pursuant to this Section 605 may appeal
the reconsideration decision to the board of trustees of the constituent institution.

SECTION 606. RETIREMENT  OF FACULTY.

Faculty may retire in accordance with the provisions of Chapter 135 of the North Carolina
General Statutes ("Retirement System of Teachers and State Employees").

SECTION 607. FACULTY GRIEVANCE COMMITTEE FOR CONSTITUENT
INSTITUTIONS.

(1) The chancellor of each constituent institution shall provide for the establishment of a
faculty grievance committee. The faculty grievance committee shall be elected by the faculty with
members elected from each professorial rank. No officer of administration shall serve on the committee.
For purposes of this section, "officer of administration" shall be deemed to include department chairs and
department heads.

(2) The committee shall be authorized to hear and advise with respect to the adjustment of
grievances of members of the faculty. The power of the committee shall be solely to hear representations
by the persons directly involved in a grievance, to facilitate voluntary adjustment by the parties, and to
advise adjustment by the administration when appropriate. Advice for adjustment in favor of an
aggrieved faculty member may be given to the chancellor only after the dean, department head, or other
administrative official most directly empowered to adjust it has been given similar advice and has not
acted upon it within a reasonable time.

(3) "Grievances" within the province of the committee's power shall include matters directly
related to a faculty member's employment status and institutional relationships within the constituent
institution. However, no grievance that grows out of or involves matters related to a formal proceeding
for the suspension, discharge or termination of a faculty member, or that is within the jurisdiction of
another standing faculty committee, may be considered by the committee.

(4) If any faculty member has a grievance, the faculty member may petition the faculty
grievance committee for redress. The petition shall be written and shall set forth in detail the nature of
the grievance and against whom the grievance is directed. It shall contain any information that the
petitioner considers pertinent to the case. The committee shall decide whether the facts merit a detailed
investigation so that submission of a petition shall not result automatically in an investigation or detailed
consideration of the petition.

(5) If, before this section is established, the faculty of an institution has adopted a faculty
grievance procedure that in its judgment is adequate to its needs, it may retain that procedure in place of
the one specified above.

(6) If neither the relevant administrative official nor the chancellor makes an adjustment that
is advised by the faculty grievance committee in favor of the aggrieved faculty member, then the faculty
member may appeal to the board of trustees of the constituent institution. The decision of the board of
trustees is final.
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SECTIO N 608. STUDENTS ' ]TIGHTS AND RESP ONSIBIILITIES.

(1) The University of North Carolina affirms that the first goal of each constituent institution
is to educate the students admitted to its programs. The freedom of students to learn is an integral and
necessary part of the academic freedom to which the University and its constituent institutions are
dedicated. Each constituent institution shall provide, within allotted functions and available resources,
opportunity for its students to derive educational benefits through developing their intellectual
capabilities, encouraging their increased wisdom and understanding, and enhancing their knowledge and
experience applicable to the effective discharge of civic, professional, and social responsibilities. No
constituent institution shall abridge either the freedom of students engaged in the responsible pursuit of
knowledge or their right to fair and impartial evaluation of their academic performance.

(2) All students shall be responsible for conducting themselves in a manner that helps to
enhance an environment of learning in which the rights, dignity, worth, and freedom of each member of
the academic community are respected.

(3) In applying regulations in the area of student discipline, each constituent institution shall
adhere to the requirements of due process as set forth in Section 502 D(3) of this  Code.

SECTION 609. APPELLATE JURISDICTIO N OF THE BOARD OF GOVERNORS.

609 A.  Discretionary  Review.

Nothing contained in Chapter VI, or any other chapter of the  Code,  shall be construed to limit the
right of the Board of Governors to make such inquiry and review into personnel actions as it may from
time to time deem appropriate.

6098. Hearings.

The Board of Governors may in its sole discretion conduct hearings. Any hearing, whether
before the full board or a designated standing or special committee of the board, shall be limited to such
matters as the Board of Governors shall deem appropriate.

609 C. Appeals by Non-Faculty Exempt Employees

A non-faculty employee who is exempt from the State Personnel Act whose employment
is terminated and who alleges that the termination was illegal or violated a Policy of the Board of
Governors may appeal the decision in accordance with procedures established by the constituent
institution. If the employee is a professional member of the president's staff, as provided for in
Section 500 A(2) of this  Code,  then the employee may appeal to the president. Subject to
limitations contained in the Policies of the Board of Governors, an employee who alleges that the
termination of the employee's employment was illegal or in violation of Board of Governors Policy may
appeal the final decision of the constituent institution, or the decision of the president, to terminate the
employment to the Board of Governors.

609 D.  Transmission  of Appeals

All appeals addressed to or requests for hearings by the Board of Governors, from whatever
source, shall be transmitted through the president.
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CHAPTER VII - FINANCES, PROPERTY AND OBLIGATIONS

SECTION 700. BUDGETS AND APPROPRIATIONS.

700 A.  Budget Recommendations.

The Board of Governors shall develop, prepare, and present to the governor, the Advisory Budget
Commission, and the General Assembly a single, unified recommended budget for all of public senior
higher education. The recommendations shall consist of requests in three general categories: (i) funds for
the continuing operation of each constituent institution, (ii) funds for salary increases for employees
exempt from the State Personnel Act, and (iii) funds requested without reference to constituent
institutions, itemized as to priority and covering such areas as new programs and activities, expansions of
programs and activities, increases in enrollments, increases to accommodate internal shifts and categories
of persons served, capital improvements, improvements in levels of operation, and increases to remedy
deficiencies, as well as other areas. [See G.S. 116-11(9)a]

700 B.  Appropriations and Allocations.

Funds for the continuing operation of each constituent institution shall be appropriated directly to
the institution. Funds for salary increases for employees exempt from the State Personnel Act shall be
appropriated to the Board of Governors in a lump sum for allocation to the institutions. Funds for the
third category in Section 700 A above, shall be appropriated to the Board of Governors in a lump sum.
The Board of Governors shall allocate to the institutions any funds appropriated, said allocation to be
made in accordance with the board's schedule of priorities; provided, however, that when both the board
and the Director of the Budget deem it to be in the best interest of the state, funds in the third category
may be allocated, in whole or in part, for other items within the list of priorities or for items not included
in the list. [See G.S. 116-11(9)b]

700 C.  Transfers of Appropriated Funds.

The director of the budget may, on recommendation of the Board of Governors, authorize transfer
of appropriated funds from one institution to another to provide adjustments for over- or under-enrollment
or may make any other adjustment among institutions that would provide for the orderly and efficient
operation of the institutions. [See G.S. 116-11(9)c]

SECTION 701. TUITION AND FEES.

The Board of Governors shall set tuition and required fees at the constituent institutions, not
inconsistent with actions of the General Assembly, in such amount or amounts as it may deem best,
taking into consideration the nature of each institution and program of study and the cost of equipment
and maintenance; and each institution shall charge and collect from each student, at the beginning of each
semester or quarter, tuition, fees, and an amount sufficient to pay other expenses for the term. [See G.S.
116-11(7) and 116-143] Consistent with the North Carolina constitutional mandate, the benefits of the
University of North Carolina shall be extended to the people of the state free of expense, as far as
practicable. [See N. C. Constitution, Art. IX, Sec. 9]

SECTION 702. GENERAL POWERS CONCERNING PROPERTY.

702 A. Corporate Powers.

The Board of Governors shall have the powers, relating to the acquisition, use and disposition of
property, set forth in Chapter I, Section 101 of this  Code.
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702 B. Statutory Powers.

Subject to applicable state law and to the terms and conditions of the instruments under which
property is acquired, the Board of Governors may acquire, hold, convey or otherwise dispose of, invest
and reinvest any and all real and personal property, with the exception of any property that may be held
by trustees of institutional endowment funds under the provisions of G.S. 116-36 or that may be held,
under authority delegated by the Board of Governors, either by a board of trustees or by trustees of any
other endowment or trust fund. [See G.S. 116-11(2)]

702 C. Transfer of Property  and Obligations.

All property of whatsoever kind and all rights and privileges held by the former Board of Higher
Education and by the former boards of trustees of Appalachian State University, East Carolina University,
Elizabeth City State University, Fayetteville State University, North Carolina Agricultural and Technical
State University, North Carolina Central University, North Carolina School of the Arts, University of
North Carolina at Pembroke', Western Carolina University and Winston-Salem State University, as said
property, rights and privileges may have existed immediately prior to July 1, 1972, are, effective July 1,
1972, transferred to and vested in the Board of Governors. All obligations of whatsoever kind of the
former Board of Higher Education and of the former boards of trustees of Appalachian State University,
East Carolina University, Elizabeth City State University, Fayetteville State University, North Carolina
Agricultural and Technical State University, North Carolina Central University, North Carolina School of
the Arts, University of North Carolina at Pembroke, Western Carolina University and Winston-Salem
State University, as said obligations may have existed immediately prior to July 1, 1972, are, effective
July 1, 1972, transferred to and assumed by the Board of Governors. Any property, real or personal, held
immediately prior to July 1, 1972, by a board of trustees of a constituent institution for the benefit of that
institution or by the University of North Carolina for the benefit of any one or more of its six institutions,
shall, from and after July 1, 1972, be kept separate and distinct from other property held by the Board of
Governors, shall continue to be held for the benefit of the institution or institutions that were previously
the beneficiaries, and shall continue to be held subject to the provisions of the respective instruments,
grants, or other means of process by which any property right was acquired. In case a conflict arises as to
which property, rights, or privileges were held for the beneficial interest of a particular institution, or as to
the extent to which such property, rights, or privileges were so held, the Board of Governors shall
determine the issue, and the determination of the Board of Governors shall constitute final administrative
action. Nothing in this  Code  shall be deemed to increase or diminish the income, other revenue, or
specific property which is pledged, or otherwise hypothecated, for the security or liquidation of any
obligations, it being the intent that the Board of Governors shall assume said obligations without thereby
either enlarging or diminishing the rights of the holders thereof. [See G.S. 116-12]

702 D. L imitation on Exercise of Powers.

The power and authority granted to the Board of Governors with regard to the acquisition,
operation, maintenance, and disposition of real and personal property shall be subject to, and exercised in
accordance with, the provisions of Chapters 143 and 146 of the General Statutes. [See G.S. 116-13]

SECTION 703. IMMUNITIES.

703 A. Tax  Exemption.

The lands and other property belonging to the University of North Carolina shall be exempt from
all kinds of public taxation. [See N. C. Constitution, Art. V, Sec. 2(3) and G.S. 116-16]

I Designated as Pembroke State  University prior to July 1, 1996.
Page 30

360 App endix 3



100.1

703 B. Tort Liability.

The University of North Carolina  is not liable  for any tort  claims except  as provided for by law.
[See generally  G.S. 143-291,  et seq. and G.S. 116-40. 2]

SECTION 704. ENDOWMENT FUND.

Each board of trustees is authorized to establish and maintain, pursuant to the requirements of
state law and such terms and conditions as the Board of Governors may from time to time prescribe,
permanent endowment funds for its institutions. [See G.S. 116-36]

SECTION 705. ANNUITY OR RETIREMENT INCOME CONTRACTS.

Notwithstanding any provision of law relating to salaries and/or salary schedules for the pay of
faculty members, administrative officers, or any other employees of universities, colleges, and institutions
of higher learning as named and set forth in this  Code  and other state agencies qualified as educational
institutions under 501 (c)(3) of the United States Internal Revenue Code, the Board of Governors may
authorize the business officer or agent for each constituent institution of the University of North Carolina
to enter into annual contracts with any of the faculty members, administrative officers, and employees of
said institutions of higher learning which provide for a reduction in salary below the total established
compensation or salary schedule for a term of one year. The financial officer or agent shall use the funds
derived from the reduction in the salary of the faculty member, administrative officer, or employee to
purchase a nonforfeitable annuity or retirement income contract for the benefit of said faculty member,
administrative officer, or employee. A faculty member, administrative officer, or employee who has
agreed to a salary reduction for this purpose shall not have the right to receive the amount of the salary
reduction in cash or in any other way except the annuity or retirement income contract. Funds used for
the purchase of an annuity or retirement income contract shall not be in lieu of any amount earned by the
faculty member, administrative officer, or employee before the individual's election for a salary reduction
has become effective. The agreement for salary reductions referred to herein shall be effected under any
necessary regulations and procedures adopted by the Board of Governors. The amount by which the
salary of any faculty member, administrative officer, or employee is reduced pursuant to this section shall
not be excluded, but shall be included, in computing and making payroll deductions for social security
and retirement system purposes, and in computing and providing matching funds for retirement system
purposes. [See G.S. 116-17]

SECTION 706. REVENUE BONDS.

The Board of Governors shall have authority, subject to such limitations and restrictions as may
be established by state law, to issue revenue bonds and special obligation bonds. Revenue bonds may be
issued for service and auxiliary facilities, student housing, student activities, physical education, and
recreation facilities. [See G.S. 116-41.1 et seq., 116-175 et seq., and 116-187 et seq.] Special obligation
bonds may be issued for the construction, renovation, improvement or expansion of any capital facilities
located or to be located at a constituent or any affiliated institution of the University for the purposes of
carrying out the mission of that institution. [See G.S. 116D-21 et seq.]
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CHAPTER VIII - MATTERS INVOLVING NON-PUBLIC INSTITUTIONS

SECTIO N 800.  LICENSING POST-SECONDARY DEGREE ACTIVITY.

800 A. Institutions Required to Be  L icensed.

All institutions conducting post-secondary degree activity in this state that are not subject to
Chapters 115C or 115D of the General Statutes, nor some section of Chapter 116 of the General Statutes
other than G.S. 116-15, shall be subject to licensure by the Board of Governors under the standards of
G.S. 116-15 unless exempt therefrom by one or another provision of G.S. 116-15. [See G.S. 116-15]

8001. Regulatory  Authority  in the Board.

The Board of Governors shall establish such rules, regulations, and procedures as it may deem
necessary or appropriate to effectuate the provisions of G.S. 116-15. [See G.S. 116-15(i)] These shall
include the following:

(1) The form of the license by which an institution may be authorized to conduct post-
secondary degree activity. [See G.S. 116-15(a) and (b)]

(2) Procedures under which an institution may seek to establish its exemption from licensure.
[See G.S. 116-15(c), (d), and (e)]

(3) Procedures under which an institution may seek to prove satisfaction of the standards for
licensure. [See G.S. 116-15(f)]

(4) Procedures through which the review of institutions previously licensed by the board may
be conducted. [See G.S. 116-15(g)]

15(h)]
(5) Procedures for the denial, revocation, and continuation of licensure. [See G.S. 116-

800 C. Enforcement  Authority in the Attorney General.

The Board of Governors shall call to the attention of the attorney general, for such action as the
attorney general may deem appropriate, any institution failing to comply with the requirements of G.S.
116-15. [See G.S. 116-15(j)]

SECTI ON 801. ASSESSMENT OF NEEDS AND REVIEW OF REQUESTS.

The Board of Governors shall assess the contributions and needs of the non-public colleges and
universities of the state and shall give advice and recommendations to the General Assembly to the end
that the resources of these institutions may be utilized in the best interest of the state. [See G.S. 116-
11(11)]

SECTIO N 802 . FINANCIAL AID. . DELETED -  see G.S. 116-19 through 116-22
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CHAPTER IX - MISCELLANEOUS PROVISIONS

SECTION 900. THE UNIVERSITY OF NORTH CAROLINA HEALTH CARE SYSTEM

900 A. Composition.

There is established the University of North Carolina Health Care System to provide patient care,
facilitate the education of physicians and other health-care providers, conduct research collaboratively
with the health sciences schools of the University of North Carolina at Chapel Hill, and render other
services designed to promote the health and well-being of the citizens of North Carolina. The University
of North Carolina Hospitals at Chapel Hill and the clinical patientcare programs established or maintained
by the School of Medicine of the University of North Carolina at Chapel Hill shall be governed by the
Board of Directors of the University of North Carolina Health Care System composed of both at-large
and ex-officio members.

Vacant at-large positions shall be filled by the appointment of persons from the business and
professional public-at-large who have special competence in business management, hospital
administration, health-care delivery, or medical practice or who otherwise have demonstrated dedication
to the improvement of health care in North Carolina, and who are neither members of the Board of
Governors, members of the board of trustees of a constituent institution of the University of North
Carolina, nor officers or employees of the state. No less than nine and no more than 21 members at large,
which number to be determined by the Board of Directors, shall be appointed by the president of the
University, and ratified by the Board of Governors, from among a slate of nominations made by the
Board of Directors of the University of North Carolina Health Care System, said slate to include at least
twice as many nominees as there are vacant positions to be filled. No at-large member may be appointed
to more than two full four-year terms in succession. Any vacancy in an unexpired term shall be filled by
an appointment made by the president, and ratified by the Board of Governors, upon the nomination of
the Board of Directors, for the balance of the term remaining.

A minimum of six members ex-officio shall be the president of the University of North Carolina
(or the president's designee); the chief executive officer of the health care system; two administrative
officers of the University of North Carolina at Chapel Hill designated by the chancellor; and two
members of the faculty of the School of Medicine of the University of North Carolina at Chapel Hill
designated by the dean of the School of Medicine; provided, that if not such a member ex-officio by
virtue of holding one or more of the offices aforementioned, additional ex-officio memberships shall be
held by the president of the University of North Carolina Hospitals at Chapel Hill and the dean of the
School of Medicine of the University of North Carolina at Chapel Hill, for a total potential ex-officio
membership of eight. [See G.S. 116-37(a) and (b)]

900 B.  Meetings and Powers of Board.

The Board of Directors of the University of North Carolina Health Care System shall meet at
least every 60 days and may hold special meetings at any time and place within the state at the call of the
chair. The Board of Directors, with each ex-officio and at-large member having a vote, shall elect a chair
from among the at-large members, for a term of two years; no person shall be eligible to serve as chair for
more than three terms in succession. In meeting the patient-care, educational, research, and public-
service goals of the University of North Carolina Health Care System, the Board of Directors is
authorized to exercise such authority and responsibility and adopt such policies, rules and regulations as it
deems necessary and appropriate, not inconsistent with the provisions of G.S. 116-37, this  Code,  or the
other policies of the Board of Governors. The Board of Directors may adopt policies that make the
authorities and responsibilities established herein or by statute separately applicable either to the
University of North Carolina Hospitals at Chapel Hill or to the clinical patient care programs of the
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School of Medicine of the University of North Carolina at Chapel Hill, or to both. The board may
authorize any component of the University of North Carolina Health Care System, including the
University of North Carolina Hospitals at Chapel Hill, to contract in its individual capacity, subject to
such policies and procedures as the Board of Directors may direct. The Board of Directors may enter into
formal agreements with the University of North Carolina at Chapel Hill with respect to the provision of
clinical experience for students and for the provision of maintenance and supporting services. The
board's action on matters within its jurisdiction is final, except that appeals may be made, in writing, to
the Board of Governors with a copy of the appeal to the chancellor of the University of North Carolina at
Chapel Hill. The Board of Directors shall keep the Board of Governors and the Board of Trustees of the
University of North Carolina at Chapel Hill fully informed about health care policy and recommend
changes necessary to maintain adequate health care delivery, education and research for improvement of
the health of the citizens of North Carolina. [See G.S. 116-37 (b)]

900 C. Officers.

The executive and administrative head of the University of North Carolina Health Care System
shall have the title of `chief executive officer'. The Board of Directors, in cooperation with the Board of
Trustees and the chancellor of the University of North Carolina at Chapel Hill, following such search
process as the boards and the chancellor deem appropriate, shall identify two or more persons as
candidates for the office, who, pursuant to criteria agreed upon by the boards and the chancellor, have the
qualifications for both the positions of chief executive officer and vice chancellor for medical affairs of
the University of North Carolina at Chapel Hill. The names of the candidates shall be forwarded by the
chancellor to the president who, if satisfied with the quality of one or more of the candidates, will
nominate one as chief executive officer, subject to selection by the Board of Governors. The chief
executive officer shall have complete executive and administrative authority to formulate proposals for,
recommend the adoption of, and implement policies governing the programs and activities of the
University of North Carolina Health Care System, subject to all requirements of the Board of Directors.
[See G.S. 116-37(c)] The chief executive officer shall serve at the pleasure of the Board of Governors
which may terminate the chief executive officer's appointment (as distinguished from such person's joint
appointment, if any, as vice chancellor for medical affairs of the University of North Carolina at Chapel
Hill) on its own initiative or upon recommendation of the Board of Directors or the president of the
University: provided, that in all instances, the Board of Governors shall consult with the Board of
Directors prior to terminating the appointment of the chief executive officer.

The executive and administrative head of the University of North Carolina Hospitals at Chapel
Hill shall have the title of "president of the University of North Carolina Hospitals at Chapel Hill." The
Board of Directors shall elect, on nomination of the chief executive officer, the president of the
University of North Carolina Hospitals at Chapel Hill, and such additional administrative and
professional staff employees as may be deemed necessary to assist in fulfilling the duties of the office of
the chief executive officer, all of whom shall serve at the pleasure of the chief executive officer. [See
G.S. 116-37(c)]

The Board of Governors, on recommendation of the president of the University and of the Board
of Directors, shall fix the compensation of the chief executive officer. On recommendation of the chief
executive officer and the Board of Directors, with the concurrence of the president of the University, the
Board of Governors shall fix the compensation of the president of the University of North Carolina
Hospitals at Chapel Hill.
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900 D.  Health  Care System  Personnel.

Employees of the University of North Carolina Health Care System shall be deemed to be
employees of the state and shall be subject to all provisions of state law relevant thereto; provided,
however, that except as to the provisions of Articles 5, 6, 7, and 14 of Chapter 126 of the General
Statutes, the provisions of Chapter 126 shall not apply to employees of the University of North Carolina
Health Care System, and the policies and procedures governing the terms and conditions of employment
of such employees shall be adopted by the Board of Directors. [See G.S. 116-37(d)]

900 E.  Health System Finances.

The University of North Carolina Health Care System shall be subject to the provisions of the
Executive Budget Act. The chief executive officer, subject to the Board of Directors, shall be responsible
for all aspects of budget preparation, budget execution, and expenditure reporting. The preparation and
execution of the budget shall be subject to the requirements of Section 501B(7) of this  Code.  [See G.S.
116-37(e)]

900 F .  Health  Care System  Purchases.

Notwithstanding the provisions of Articles 3, 3A, and 3C of Chapter 143 of the General Statutes
to the contrary, the Board of Directors shall establish policies and regulations governing the purchasing
requirements of the University of North Carolina Health Care System. These policies and regulations
shall provide for requests for proposals, competitive bidding, or purchasing by means other than
competitive bidding, contract negotiations, and contract awards for purchasing supplies, materials,
equipment, and services which are necessary and appropriate to fulfill the clinical, educational, research,
and community service missions of the University of North Carolina Health Care System. [See G.S. 116-
37(h)]

900 G .  Health  Care System Property.

The Board of Directors shall establish rules and regulations for acquiring or disposing of any
interest in real property for the use of the University of North Carolina Health Care System. These rules
and regulations shall include provisions for development of specifications, advertisement, and
negotiations with owners for acquisition by purchase, gift, lease, or rental, but not by condemnation or
exercise of eminent domain, on behalf of the University of North Carolina Health Care System.
Acquisitions and disposition of any interest in real property pursuant to this section shall not be subject to
the provisions of Article 36 of Chapter 143 of the General Statutes or the provisions of Chapter 146 of the
General Statutes. [See G.S. 116-37(i)]

900 H .  Health Care System Property -- Construction.

Notwithstanding G.S. 143-341(3) and G.S. 143-135.1, the Board of Directors shall adopt policies
and procedures with respect to the design, construction, and renovation of buildings, utilities, and other
property developments of the University of North Carolina Health Care System requiring the expenditure
of public money. [See G.S. 116-37(j)]

SECTION 901. NORTH CAROLINA SCHOOL OF THE ARTS.

901 A. Policy.

It is declared to be the policy of the state to foster, encourage and promote, and to provide
assistance for, the cultural development of the citizens of North Carolina, and to this end the General
Assembly has created and provided for a training center for instruction in the performing arts. [See G.S.
116-63]
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901 B. Establishment.

There is established, and there shall be maintained, a school for the professional training of
students having exceptional talent in the performing arts which shall be defined as an educational
institution of the state, to serve the students of North Carolina and other states, particularly other states of
the South. The school shall be designated the "North Carolina School of the Arts." [See G.S. 116-64]

901 C.  Board of Trustees.

The North Carolina School of the Arts is a constituent institution of the University of North
Carolina and subject to the provisions of this  Code;  provided, however, that notwithstanding the
provisions of Chapter IV of this  Code, the Board of Trustees of said school shall consist of 15 persons, 13
of whom are selected in accordance with provisions of said Chapter IV, one of whom shall be the
conductor of the North Carolina Symphony and one of whom shall be the secretary of the Department of
Cultural Resources, each of the latter two serving ex-officio and non-voting. [See G.S. 116-65]

901 D. Powers of Board.

The Board of Governors and the Board of Trustees of the school shall be advised and assisted by
the State Board of Education. Entrance requirements shall be prescribed so that the professional training
offered shall be available only to those students who possess exceptional talent in the performing arts. In
developing curricula, the school shall utilize, pursuant to agreement with institutions of higher education
or with any local administrative school unit, existing facilities and such academic nonarts courses and
programs of instruction as may be needed by the students of the school, and, at the discretion of the Board
of Governors, personnel may be employed jointly with any such institution or unit on a cooperative, cost-
sharing basis. Curricula below the collegiate level shall be developed with the advice and approval of the
State Board of Education and in consultation with the advisory board of the school. The school shall
confer and cooperate with the Southern Regional Education Board and with other regional and national
organizations to obtain wide support and to establish the school as the center in the South for the
professional training and performance of artists. The chancellor of the school shall preferably be a noted
composer or dramatist. [See G.S. 116-66]

901 E.  Endowment Fund.

The Board of Trustees is authorized to establish a permanent endowment fund, and shall perform
such duties in relation thereto as are prescribed by the provisions of Chapter VII of this  Code.  [See G.S.
116-68]

901 F. Purpose of School Program.

The primary purpose of the school shall be the professional training, as distinguished from liberal
arts instruction, of talented students in the fields of music, drama, the dance, and allied performing arts, at
both the high school and college levels of instruction, with emphasis placed upon performance of the arts,
and not upon academic studies of the arts. The said school may also offer high school and college
instruction in academic subjects, and such other programs as are deemed necessary to meet the needs of
its students and of the state, consistent with appropriations made and gifts received therefor, and may
cooperate, if it chooses, with other schools which provide such courses of instruction. The school, on
occasion, may accept elementary grade students of rare talent, and shall arrange for such students, in
cooperation with an elementary school, a suitable educational program. [See G.S. 116-69]
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SECTION 902. NORTH CAROLINA SCHOOL OF SCIENCE AND MATHEMATICS.

The North Carolina School of Science and Mathematics is an affiliated school of the University
of North Carolina. It is governed by a Board of Trustees, which has the power and authority granted to it
by law. Eleven of the 25 members of the Board of Trustees are elected by the Board of Governors, as
provided by law. The Board of Trustees shall develop, prepare, and present to the Board of Governors a
recommended budget for the school, which shall be transmitted by the Board of Governors to the General
Assembly. The Board of Trustees shall keep the Board of Governors fully and promptly informed,
through the president of the University of North Carolina, concerning activities of the Board of Trustees,
including notices of meetings and copies of the minutes of all meetings. The Board of Governors, in
accordance with the provisions of law, shall establish for the school an Educational Advisory Council.
[See G. S. 116-230.1 through 116-238]
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Appendix  fl - DELEGATIONS OF DUTY AND AUTHORITY TO BOARDS OF TRUSTEES

Pursuant  to authority  vested in  it by  the General Statutes,  and consistent with the provisions of
The Code of the University of North Carolina,  the Board  of Governors  hereby delegates to the boards of
trustees of the constituent institutions  of the University of North Carolina  the following duties and
powers:
1. ACADEMIC AND ADMINISTRATIVE  PERSONNEL

A. Appointment  and Compensation

fl. Upon recommendation of the chancellor, the board of trustees of a special
responsibility constituent institution with management flexibility for personnel
appointments shall, for all positions exempt from the State Personnel Act except
the position of the chancellor, appoint, promote, and set the compensation for
such employees consistent with the policies and salary ranges set by the Board of
Governors and the regulations and guidelines established by the Office of the
President.

Personnel actions at a constituent institution, other than a special responsibility constituent institution
with management flexibility, shall be governed as follows:

a.
With respect to all faculty positions with permanent tenure and all senior administrative
positions, namely vice chancellors, provosts, deans and directors of major educational
and public service activities, the chancellor, following consultation with the board of
trustees, shall forward to the president recommendations with respect to such
appointments, promotions, and compensation; if the president concurs in such
recommendations, the president shall forward them to the Board of Governors for
approval. Notwithstanding the requirements of this paragraph, a board of trustees may
promote in rank a faculty member with permanent tenure, upon the recommendation of
the chancellor, and without approval by the Board of Governors.
b. With respect to all faculty and administrative positions other than those identified in

subparagraph 2a above, and other than those subject to the State Personnel Act, the
chancellor shall forward the chancellor's recommendations for appointment,
promotion and compensation to the board of trustees; subject to applicable provisions
of the University  Code and to such policies as may be established by the Board of
Governors, the action of the board of trustees with respect to such personnel actions
shall be final.

B. Discharge  or Suspension

Subject to regulations of the board of trustees and consistent with applicable policies of the Board
of Governors, all discharges or suspensions of faculty members and administrative personnel, other than
those subject to the State Personnel Act, shall be effected by the chancellor. A discharged or suspended
employee shall have such rights of appeal from the action of the chancellor as may be prescribed by the
University Code, policies of the Board of Governors, or regulations of the board of trustees.

C. Personnel Policies

The board of trustees may adopt personnel policies not otherwise prescribed by state law, the
University  Code,  or policies of the Board of Governors, for personnel in all categories of university
employment. Policies adopted by a board of trustees regarding academic tenure and promotion shall be
effective upon review by the senior vice president for academic affairs and the vice president and general
counsel, and approved by the president.
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D. Chancellor Selection

In the event of a vacancy in the chancellorship, the board of trustees shall establish a search
committee composed of representatives of the board of trustees, the faculty, the student body and the
alumni. Upon the establishment of the search committee, the chair of the board of trustees and the
president shall jointly establish a budget and identify staff for the committee.

The search committee, through its chair, shall make a preliminary report to the president when the
committee is preparing a schedule of interviews of those persons it considers to constitute the final list
and from among whom it anticipates the trustees' nominees will be chosen, and the president will be
given an opportunity to interview each of these candidates.

The board of trustees, following receipt of the report of the search committee, shall recommend at
least two names for consideration by the president in designating a nominee for the chancellorship, for
approval by the Board of Governors.

II. ACADEMIC PROGRAM

The board of trustees shall be responsible for ensuring the institution's compliance with the
educational, research, and public service roles assigned to it by the Board of Governors, either by express
directive or by promulgated long-range plans of the Board of Governors.

III. ACADEMIC DEGREES AND GRADING

Subject to authorization by the Board of Governors of the nature and general content of specific
degree programs which may be offered by an institution, each institution shall determine whether an
individual student shall be entitled to receipt of a particular degree. Each institution also shall determine
what grade a student will be assigned in a particular course. No appeal from any of these decisions or any
other academic determination is allowable to the president or to the Board of Governors.

IV. HONORARY DEGREES, AWARDS AND DISTINCTIONS

The board of trustees shall be responsible for approving the names of all individuals on whom it
is proposed that an honorary degree or other honorary or memorial distinction be conferred by the
institution, subject to such policies as may be established by the Board of Governors.

V. BUDGET ADMINISTRATION

The board of trustees shall advise the chancellor with respect to the development of budget
estimates for the institution and with respect to the execution and administration of the budget of the
constituent institution, as approved by the General Assembly and the Board of Governors.
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VI. PROPERTY AND BUILDINGS

The board of trustees of a constituent institution shall be responsible, subject to policies of the
Board of Governors and all legal requirements relative to the construction of state-owned buildings, for
the following matters concerning campus capital construction projects which have been approved by the
Board of Governors and authorized by the state of North Carolina: (1) the selection of architects or
engineers for buildings and improvements requiring such professional services; (2) the approval of
building sites; (3) the approval of plans and specifications; and (4) the final acceptance of all completed
buildings and projects.

The board of trustees shall be responsible to the Board of Governors for preparing and
maintaining a master plan for the physical development of the institution, consistent with the total
academic and service mission of the institution as defined and approved by the Board of Governors.

Any proposal involving the acquisition or disposition by an institution of any interest in real
property shall be recommended by the board of trustees to and must be approved by the Board of
Governors; provided, that

(a) if the proposal involves an interest in real property which is valued at less than
$50,000, the board of trustees may authorize such transaction and proceed to obtain the necessary
approvals from appropriate state officials and agencies, without first obtaining the approval of the Board
of Governors;

(b) if the proposal involves an interest in real property, the president may approve or
execute leases with a value higher than $50,000 up to $150,000, and may approve or execute contracts to
acquire real property with a value higher than $50,000 up to $250,000, without first obtaining approval of
the Board of Governors; and

(c) the Board of Governors, under circumstances which it considers appropriate and
following notice from it to the board of trustees, may take action necessary to effect the acquisition or
disposition of an interest in real property which is related to or which affects the institution, without
receipt of a recommendation from the board of trustees.'

VII. ENDOWMENTS AND TRUST FUNDS

Subject to applicable provisions of state law and to such terms and conditions as may be
prescribed from time to time by the Board of Governors, each board of trustees shall be responsible for
the preservation, maintenance, and management of all properties, both real and personal, funds and other
things of value which, either separately or in combination, constitute all or any part of the authorized
endowment or trust funds, either currently in existence or to be established in the future, for the benefit of
the individual constituent institution. [See G.S. 116-11(2); 116-12; 116-36; 116-36. 1; 116-36. 2; 116-36.
3]

' By resolution adopted November 13, 1981, the Board of Governors elaborated upon this provision
concerning the acquisition and disposition of interest in real estate. The resolution says, among other things, that the
value of an interest in real estate shall, with respect to a lease, be deemed the annual rental thereof. Further, the
resolution expressly authorizes the board of trustees to delegate to their respective chancellors the power to
authorize for the institutions the acquisition or disposition by lease of institutions the acquisition or disposition by
lease of interests in real estate valued at less than $25,000, subject to any necessary approval from state officials and
agencies.
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VIII. ADMISSIONS

Subject to such enrollment levels and minimum general criteria for admission as may be
established for a constituent institution by the Board of Governors, each constituent institution of the
University of North Carolina shall establish admissions policies and resolve individual admission
questions for all schools and divisions within the institution. No appeal concerning an individual
admission case shall lie beyond the institutional board of trustees.

IX. TUITION, FEES AND DEPOSITS

A. General Authority  of Boards  of Trustees

The boards of trustees of the constituent institutions shall cause to be collected from each student,
at the beginning of each semester, quarter, or term, such tuition, fees, and other amounts necessary to pay
other expenses for the term, as have been approved by the Board of Governors. [See G.S. 116-11(7) and
G.S. 116-143]

B. Tuition and Fee Deposits

Each board of trustees shall require the payment of such advance deposits, at such times and
under such conditions as it determines are appropriate or as may be required by state law or by the Board
of Governors. [See G.S. 116-143]

C. Application Fee

Each board of trustees shall require the payment of such nonrefundable application fees, in
connection with each application for admission, as may be required by state law or by the Board of
Governors. [See G.S. 116-143]

D. Acceptance of Obligations in Lieu of Cash

Subject to policies prescribed by the Board of Governors, the boards of trustees shall establish
regulations concerning the acceptance of obligations of students, together with such collateral or security
as may be deemed necessary or proper, in lieu of cash, in payment of tuition and fees. [See G.S. 116-143]

E. Fee  Recommendations

Subject to policies prescribed by the Board of Governors, each board of trustees, in consultation
with the chancellor, shall recommend to the president the amounts to be charged at the constituent
institution for application, athletics, health services, student activities, educational and technology,
retirement of debt incurred for capital improvements projects authorized by the General Assembly,
course, and special fees. In carrying out this responsibility, each board of trustees and the chancellor shall
ascertain that the benefits of the activity or service are commensurate with the recommended fee which is
required to support the activity or service. Recommended fees should be consistent with the philosophy
set forth in the North Carolina Constitution which states that the benefits of the University of North
Carolina should be extended to the people of the state free of expense, as far as practicable.

X. STUDENT FINANCIAL AID

All scholarships and other forms of financial aid to students which are limited in their application
to or are supported from sources generated by an individual campus shall be administered by the
constituent institution pursuant to such regulations as may be prescribed by the board of trustees and
subject to the terms of any applicable laws and to policies of the Board of Governors.
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X)<. STUDENT SERVICES

Each board of trustees, upon recommendation of the chancellor, shall determine the type, level,
and extent of student services (such as health care, athletic programs, and counseling) to be maintained
for the benefit of students at the institution, subject to general provisions concerning types and levels of
student services as may be prescribed by the Board of Governors.

XII. STUDEN T CONDUCT, ACTIVITI ES AND GOVERNMENT

Under such policies as may be prescribed by the Board of Governors and the board of trustees,
the chancellor shall be responsible for the regulation of student conduct, the approval of organized,
institutionally-recognized student activities and the definition of roles and functions of any institutionally-
recognized system of student self-government and student participation in the governance of any aspect
of the institutional programs and services. No appeal concerning such activities shall lie beyond the
board of trustees, unless it is alleged that the policy, action, or decision being appealed violates any law or
constitutional provision of North Carolina or of the United States, the University Code, or policies of the
Board of Governors.

XII. STUDENT ACTIVITIES AND GOVERNMENT

Under such policies as may be prescribed by the Board of Governors and the board of trustees,
the chancellor shall be responsible for the regulation and approval of organized, institutionally-recognized
student activities, the definition of roles and functions of any institutionally-recognized system of student
self-government and student participation in the governance of any aspect of the institutional programs
and services. No appeal concerning such activities are allowable to the president or to the Board of
Governors.

XIII. INTERCOLLEGIATE ATHLETICS

Subject to such policies as may be prescribed by the Board of Governors and the board of
trustees, the chancellor shall be responsible for the establishment and supervision of the institution's
program of intercollegiate athletics.

XIV. TRAFFIC AND PARKING REGULAT IONS'

XV. CAM PUS SECURITY

Subject to applicable provisions of state law and such policies as may be adopted by the Board of
Governors or the board of trustees, the chancellor shall be responsible for the maintenance of campus
security.

XVI. AUXILIARY  ENTERPRISES , UTILITIES AND MISCELLANEOUS FACILITIES

Pursuant to applicable provisions of state law and policies of the Board of Governors, the boards
of trustees of affected constituent institutions shall have authority and responsibility for the adoption of
policies applicable to and the control and supervision of campus electric power plants and water and
sewer systems, other utilities and facilities [G.S. 116-35], and child development centers [G.S. 116-38].

2 Legislation adopted by the 1973 session of the General Assembly, on recommendation of the Board of
Governors, gave the boards of trustees broad authority in this area and superseded the authority originally granted in
this paragraph; hence it is omitted here. [See G.S. 116-44.3 et. seq.]
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GENERAL ASSEMBLY OF NORTH CAROLINA

SESSION 2003

S Simple
Resolution

Adopted
SENATE RESOLUTION 174

Education/Higher Education Committee Substitute Adopted 3/12/03
Adopted  3/13/03

Sponsors:

Referred to:

February 25, 2003

1 A SENATE RESOLUTION TO ESTABLISH THE PROCEDURE FOR
2 NOMINATING AND ELECTING MEMBERS OF THE BOARD OF
3 GOVERNORS OF THE UNIVERSITY OF NORTH CAROLINA.
4 Be it resolved by the Senate:
5 SECTION 1. The following procedures for nominating and electing
6 members of the Board of Governors of The 'University of North Carolina are adopted:
7 I. COMMITTEE RESPONSIBILITIES.
8 1. It is the duty of the Senate Committee on Education/Higher Education
9 (hereinafter referred to as the "Senate Committee") to choose nominees for each

10 opening on the Board of Governors of The University of North Carolina to which the
11 Senate is to elect members.
12 2. The Senate Committee shall receive suggestions of proposed candidates for
13 nomination for election to the Board of Governors of The University of North Carolina
14 from Monday, March 17, 2003, through Friday, March 21, 2003. In 2003, the total
15 number of positions is eight. In order for a person to have standing to be considered as a
16 candidate for nomination by the Senate Committee, that person must be formally
17 proposed as a candidate for nomination by a member of the Senate. Only a written
18 nomination on a form provided by the cochairs of the Senate Committee for that
19 purpose and received in the Office of the Senate Principal Clerk on or after Monday,
20 March 17, 2003, and no later than 5:00 P.M. on Friday, March 21, 2003, shall constitute
21 formal proposal of a candidate. Delivery of a nomination form by facsimile
22 transmission shall not constitute a formal proposal of a candidate.
23 3. A Senator may propose candidates for nomination only for the openings
24 available for election by the Senate. In the 2003 Session of the General Assembly, the
25 Senate will elect eight persons for four-year terms.
26 4. On or after March 22, 2003, the Senate Committee shall list all proposed
27 candidates for nomination. The Senate Committee shall screen the proposed candidates
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1 for nomination as to their qualifications and background and may interview each one to
2 make sure that suitable persons are nominated. The Senate Committee shall ascertain
3 that each candidate for nomination is willing and able to serve and has no statutory
4 disability. On completion of the screening process, the Senate Committee shall conduct
5 a vote to ensure that the slate of legally qualified candidates lists no more than twice the
6 number of candidates for the total seats open.
7 5. The cochairs of the Senate Committee shall ascertain whether the nominees
8 for election by the Senate would serve if elected. Any nominee may withdraw without
9 the approval of the sponsor.

10 6. Senate Committee nominees shall be placed before and recommended to
11 the Senate for election.
12 II. ELECTIONS IN THE SENATE.
13 1. A ballot shall be prepared under the supervision of the cochairs of the
14 Senate Committee for the use of the Senate.
15 2. The ballot shall list only the names of those nominees proposed by the
16 Senate Committee who have consented to run and for whom the Senate is entitled to
17 vote. Their names shall be arranged alphabetically by surname.
18 3. The Senate shall hold its election no later than the beginning of the daily
19 session on April 2, 2003. Before the voting begins, one of the cochairs of the Senate
20 Committee shall explain the voting rules, which are:
21 (a) No nomination shall be received from the floor.
22 (b) In order to be chosen, a nominee must receive the votes of a majority
23 of all members present and voting.
24 (c) Each member present and voting shall vote for as many nominees as
25 there are positions to be filled, and any ballot not so marked shall be
26 deemed void.
27 (d) If fewer than eight nominees receive the votes of a majority of all
28 members present and voting, a runoff to fill the open position or
29 positions shall be conducted among the nominees who were not
30 elected but who received the highest number of votes cast; and the
31 number of nominees eligible to be voted on in the runoff shall be twice
32 the number of positions to be filled.
33 (e) If there is a tie for the last position between two nominees who are
34 eligible for the next runoff, both nominees shall be included in the next
35 runoff balloting, even though there would be more than two nominees
36,  per available position, unless the deciding vote is cast in accordance
37 with the North Carolina Constitution, Article II, Section 13.
38 (f) If more than eight nominees receive the votes of a majority of all
39 members present and voting, then the eight nominees receiving the
40 highest number of votes shall be deemed to have been chosen.
41 4. The Senators shall proceed to mark their ballots for eight persons, for
42 four-year terms.
43 Every ballot shall be signed by the Senator casting it, and no unsigned ballots
44 shall be counted.
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1 5. The cochairs of the Senate Committee shall be responsible for canvassing
2 the vote and declaring the results. All ballots shall be retained by the Principal Clerk as
3 part of the permanent records of the Senate and shall be open for immediate public
4 inspection.
5 6. When the cochairs of the Senate Committee have determined that the
6 Senate has chosen eight persons to serve as members of the Board of Governors for
7 terms of four years, the President of the Senate shall declare those eight persons to have
8 been elected.
9 7. The results of the election in the Senate shall then be sent by Special

10 Messenger to the House of Representatives.
11 III. NOTIFICATION OF ELECTION RESULTS.
12 When the election process is complete, the cochairs of the Senate Committee
13 shall notify the Secretary of the Board of Governors of The University of North
14 Carolina of the names of the persons elected by the Senate and of the term for which
15 each person was elected.
16 SECTION 2. As used in this resolution, the term "cochairs" means the
17 Cochairs of the Senate Committee.
18 SECTION 3. This resolution is effective upon adoption.

Senate Resolution 174 Page 3
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SESSION 2003
H 1

HOUSE RESOLUT ION 687

Sponsors: Representative Culpepper.

Referred to: Rules, Calendar, and Operations of the House.

March 26, 2003

1 A HOUSE RESOLUTION TO ESTABLISH THE PROCEDURE FOR NOMINATION
2 FOR  ELECTION OF  MEMBERS OF  THE BOARD OF GOVERNORS OF THE
3 UNIVERSITY OF NORTH CAROLINA.
4 Be it resolved by the House of Representatives:
5 SECTION 1. This resolution will provide procedures for nomination for
6 election of members of the Board of Governors of The University of North Carolina.
7 SECTION 2. This resolution is effective upon adoption.
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H

HOUSE RESOLUTION 542
Adopted 3/15/01

Sponsors: Representatives Oldham; Alexander and Goodwin.

Referred to: University Board of Governors Nominating.

March 8, 2001

Simple
Resolution

Adopted

1 A HOUSE RESOLUTION TO ESTABLISH THE PROCEDURE FOR NOMINATING
2 AND ELECTING MEMBERS OF THE BOARD OF GOVERNORS OF THE
3 UNIVERSITY OF NORTH CAROLINA.
4 Be it resolved by the House of Representatives:
5 SECTION 1. The following procedures for nominating and electing nine
6 members of the Board of Governors of The University of North Carolina (hereinafter
7 the "Board of Governors") are adopted:
8 I. COMMITTEE  RESPONSIBILITIES.
9 1. It is the duty of the University Board of Governors Nominating Committee

10 of the House of Representatives (hereinafter the "Committee") to conduct a process for
11 nominating and electing persons for each opening in each category of seats on the Board
12 of Governors to which the House of Representatives is to elect members.
13 2. The Committee shall receive  nominations  for election to the Board of
14' Governors through March 29, 2001. Each Representative may nominate up to two
15 persons. In order for a person to have standing  as a nominee , that person must be
16 formally nominated by a member of the House of Representatives. Only a written
17 nomination that includes all the requested information, which is submitted on a form
18 provided by the Chair of the Committee for that purpose, and that is received in the
19 Office of the House Principal Clerk no later than 5:00 P.M. on March 29, 2001, shall
20 constitute a formal nomination. Delivery by facsimile transmission shall constitute valid
21 receipt if the communication  or submission  is in fact received in the Office of the House
22 Principal Clerk no later than 5:00 P.M. on March 29, 2001. An individual cannot be a
23 nominee or be nominated in more than one category. An individual is not eligible for
24 nomination if he or she was nominated and not elected to the Board of Governors by the
25 Senate during the 2001 Session.
26 3. A Representative may nominate persons only for the categories available
27 for election by the House of Representatives. In the 2001 Session, the House of
28 Representatives will elect:
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1 (a) Six persons in the at-large category, for four-year terms;
2 (b) Two persons in the political minority party category, for four-year
3 terms; and
4 (c) One person in the minority race category, for the remainder of the
5 unexpired term that ends on June 30, 2003.
6 4. On or after April 3, 2001, the Committee shall list all nominees by
7 category. The Committee shall screen the nominees as to their qualifications,
8 experience, opinions, and statutory suitability. The Committee may screen nominees by
9 interviewing, or by soliciting written information, or by both means. On completion of

10 the screening process, the Committee shall conduct a vote to ensure that the slate of
11 legally qualified candidates lists no more than twice the number of candidates for the
12 total seats open in each category.
13 5. Each nominee shall confirm his or her willingness to serve if elected. Any
14 nominee may withdraw without the approval of the sponsor.
15 11. ELECTIONS IN THE HOUSE OF REPRESENTATIVES.
16 1. A ballot shall be prepared under the supervision of the Chair of the
17 Committee for the use of the House of Representatives. The ballot shall include no more
18 than twice the number of legally qualified candidates for the total seats open in each
19 category.
20 2. The names of the nominees shall be arranged on the ballot (a) by category
21 and (b) within each category by alphabetical order.
22 3. The House of Representatives shall hold its election no later than the
23 beginning of the daily session on April 5, 2001. Before the voting begins, the Speaker of
24 the House shall explain the voting rules, which are:
25 (a) No nomination shall be received from the floor.
26 (b) In order to be elected, a nominee must receive the votes of a majority
27 of all members present and voting in the nominee's category.
28 (c) Each member present and voting shall vote for as many nominees as
29 there are positions to be filled in each category, and any ballot not so
30 marked shall be deemed void as to that category.
31 (d) When fewer than one nominee in the minority race category, two
32 nominees in the political minority party category, or six nominees in
33 the at-large category receive the votes of a majority of all members
34 present and voting for positions in those categories, a runoff to fill the
35 open position or positions shall be conducted among the nominees
36 who were not elected but who received the highest number of votes
37 cast in each category; and the number of nominees eligible to be voted
38 on in the runoff shall be twice the number of positions to be filled.
39 (e) If there is a tie for the last position between two nominees who are
40 eligible for the next runoff, both nominees shall be included in the next
41 runoff balloting, even though there would be more than two nominees
42 per available position.
43 (f) When more than one nominee in the minority race category, two
44 nominees in the political minority party category, or six nominees in
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I the at-large category receive the votes of a majority of all members
2 present and voting for positions in those categories, then the one
3 nominee in the minority race category, two nominees in the political
4 minority party category, or the six nominees in the at-large category
5 receiving the highest number of votes in that category shall be deemed
6 to have been elected.
7 4. The members of the House of Representatives shall proceed to mark their
8 ballots for the following:
9 (a) Six persons in the at-large category, for four-year terms;

10 (b) Two persons in the political minority party category, for four-year
11 terms; and

12 (c) One person in the minority race category, for the remainder of the
13 unexpired term that ends on June 30, 2003.
14 Every ballot shall be signed by the member of the House of Representatives
15 casting it, and no unsigned ballots shall be counted.
16 5. The Chair of the Committee is responsible for canvassing the vote and
17 declaring the results and may designate members of the Committee to assist. All ballots
18 shall be retained by the Principal Clerk as part of the permanent records of the House of
19 Representatives and shall be open for immediate public inspection.
20 6. When the Chair of the Committee has determined that the House of
21 Representatives has elected two members from the political minority party category and
22 six members from the at-large category for terms of four years, and one member from
23 the minority race category for the remainder of the unexpired term, the Speaker of the
24 House of Representatives shall declare those nine persons to have been elected to the
25 Board of Governors by the House of Representatives to the indicated positions and for
26 the indicated terms.
27 7. The results of the election in the House of Representatives shall then be
28 sent by Special Messenger to the Senate.
29 III. NOTIFICATION OF ELECTION RESULTS.
30 When the election process is complete, the Chair of the Committee shall
31 notify the Secretary of the Board of Governors of the names of the persons elected by
32 the House of Representatives and the category and term for which each person was
33 elected.
34 SECTION 2. This resolution is effective upon adoption.

House Resolution  542 - Adopted Page 3
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ADOPTED 10/11/85
REPLACED 05/09/03

INTERCOLLEGIATE ATHL ETICS

1. The Board of Governors has delegated the responsibility for intercollegiate athletics to the
chancellors under the Code's Dele ation of Dut and Authorit . That delegation is subject to the
requirements and mandates in this policy.

2. The chancellors shall ensure that all athletes admitted to the institution are capable of progressive
academic success and graduation within six years.

3. The chancellors shall ensure that the policies for admission of student athletes are reviewed by
appropriate members or bodies of the faculty and that any recommendations or advice from those
members or bodies are received and considered.

4. The chancellors shall ensure that exceptions or waivers for the admission of student athletes are
reviewed by appropriate members or bodies of the faculty and that any recommendation
concerning these applicants are received and considered by the chancellors in a timely manner.

5. The chancellors shall ensure that student athletes follow a coherent course of study that is
designed to accomplish reasonable progress toward a baccalaureate degree.

6. Chancellors shall ensure that the tutorial and remedial programs for student athletes will be
administered by appropriate academic offices in cooperation with athletic department officials.

7. The chancellors shall ensure that athletes who are not making satisfactory academic progress are
not allowed to continue as team players.

8. The chancellors shall ensure that a mandatory drug-testing program for student athletes is
implemented and monitored.

9. The chancellors shall ensure that formal awareness programs on the dangers of gambling in
athletics is implemented.

10. The chancellors shall ensure that the institutions conform  with NCAA standards.

11. The chancellors shall ensure that all foundations, clubs, and associations established primarily to
raise money on behalf of constituent institutions are audited annually and that those audits are
reviewed by the institutional Boards of Trustees and are forwarded to the President.

12. The chancellors shall ensure that the position of director of athletics is separate and distinct from
the position of a coach of any sport.
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13. The chancellors shall submit an annual report to the Board of Trustees of the constituent
institutions with a copy to the President, who will report to the Board of Governors. The annual
report shall be designed according to criteria and format defined by the Office of the President
and shall include the following elements:

(a) organization  and philosophy of athletics  programs;

(b) the admission  policy for  student athletes including the definitions utilized for exceptions
to campus-based criteria;

(c) student-athlete exceptions to the minimum course requirements set by the Board of
Governors and defined in Policy 700.1.1 and Regulation 700.1.1.1 [R];

(d) the student-athlete  profiles  for admitted student athletes including  SAT/ACT scores, high
school grade point averages  and NCAA classifications;

(e) information about the majors or programs of study chosen by student athletes;

(1) academic progression information for student athletes and six-year graduation rates; and

(g) information about "booster" club organizations and procedures.

14. The chancellors shall report to the Board of Trustees the student-athlete exceptions to the
institution's undergraduate admissions criteria.

15. The chancellors shall ensure that the annual report is forwarded to appropriate members or
bodies of the faculty and that any response from such members or bodies is received and
considered by the chancellors.

This policy  consolidates  policies 1100.1 and 1100.2
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Adopted 05/11/90

HEAD COACHES' AND ATHLETIC DIRECTORS' CONTRACTS

Consistent with the requirements of Section  I-A(2) of  the 1972 resolution of Delegations  of Duty and
Authority to  the Boards of Trustees ,  no contract of employment between an institution and a head athletic
coach or an athletic director shall be valid unless and until all terms and conditions of the contracts have
been approved  by the  Board of Trustees.
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Adopted 02/08/91

Guidance on Employment Contracts with Head  Athletic  Coaches and Related Issues'

On October 13, 1989, the chairman of the Board of Governors referred questions about contractual
commitments that had been made by some constituent institutions in connection with the employment of
athletic coaches to the Committees on Personnel and Tenure and University Governance .  Mr. William A.
Dees, Jr., and Mr.  Philip G. Carson were also named to the joint committee .  The joint committee met a
number of times and inquired at length into various questions of policy and law raised by the contracts.
The committee examined the individual employment contracts of all the head coaches at Division I
institutions ,  studied relevant  NCAA  regulations and had candid conversations and exchanges of ideas
with chancellors from Division I institutions including Chancellors Hardin and Monteith .  The joint
committee and the separate committees also considered the questions raised with appropriate members of
the staff of the general administration.

We determined that 15 of our institutions engage in some form of intercollegiate athletics and that among
them they employ more than 150 head coaches. Our examination revealed, however, that the major areas
of concern occur in connection with contracts with head coaches in revenue producing sports on Division
I-A campuses. These sports include men's basketball and football at East Carolina University, North
Carolina State University, and the University of North Carolina at Chapel Hill.

Our examination of the coaches' contracts disclosed that there have been contractual provisions in the area
of buy-out clauses and the payment of damages, which have been particularly and painfully embarrassing
to the institutions and to the University in the past.

The joint committee also found that the chancellors involved are acutely aware of the need for revision in
their institutional policies and procedures for the hiring of athletic coaches if unwarranted expense and
adverse consequences to the institutions are to be avoided in the future. We believe that the chancellors
concur in our strong view that there is a necessity for a proper balance between the legitimate interest of a
coach in job security and professional standing with the right of the institution to assure satisfactory job
performance. Four specific areas of concern were identified  as actual  or potential sources of concern.
These were:

1. The use of excessive buy-out and severance-payment clauses and an absence of specific
provisions limiting the obligation of the institution by requiring the mitigation of
damages if a coach is terminated. In this connection, there was also concern about the
actual or apparent intrusion of booster clubs into the hiring, termination, and
compensation of University employees.

2. The time length of coaches' contracts which sometimes include provisions for automatic
roll-over extensions.

3. The absence in some cases of a requirement that a coach affirmatively assume the
responsibility to reinforce and support the primacy of the institution's educational
mission. In this connection, there was concern that there be no possible contractual
questions or issues regarding the responsibility of the head coach for his or her
compliance with University and NCAA policies and regulations.

1 Adopted by the Board of Governors on February 8, 1991, as guidance and not policy.
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4. The involvement of coaches with outside parties for compensated services or
endorsements related to or dependent upon their status as an athletic coach at a
constituent institution.

In May 1990, we reported to the Board of Governors on a preliminary conclusion we had reached in our
deliberations and a remedy that we believed would help prevent future abuses. We found major
differences in practices among our institutions in the procedures followed in developing and approving
contracts with head athletic coaches, and particularly in the extent of the involvement of boards of
trustees. Accordingly, we concluded that the University policy should be clarified. On our
recommendation, the board on May 11, 1990, adopted a resolution which explicitly defines and requires
trustee participation. The resolution adopted by the Board of Governors was as follows:

Consistent with the requirements of Section I-A(2) of the 1972 resolution of Delegation
of Duty and Authority to the Board of Trustees, no contract of employment between an
institution and a head athletic coach or an athletic director shall be valid  unless  and until
all terms and conditions of the contracts have been approved by the Board of Trustees.

Subsequent to adoption of the above resolution, we considered additional steps which we believe should
now be taken in order to responsibly respond to the four areas of concern identified by our inquiry. We
believe that the 1972 Delegation of Duty and Authority in respect to athletic matters to the institutions
continues to be appropriate. Implicit in that continued delegation is, however, a requirement that the
chancellors and boards of trustees of the institutions acknowledge by their future actions the existence of
minimum contractual standards as a part of the policy of their institution. From our considerable
deliberations and conversations, we believe that there is adequate foundation for these new standards
enumerated by the Board of Governors in this report and that there has developed a collegial consensus in
respect to the four standards which are broadly stated as follows:

1. Buy-out  clauses . We believe that it is acknowledged that serious problems can result
from contract terms that require the payment of substantial sums of money to a coach
when an institution terminates his or her employment with or without cause. Any
obligation to commit substantial institutional resources or to sanction payments by others
may severely limit the capacity of the institution to make needed personnel changes. Such
arrangements may also be rightly viewed by the university community and by the general
public as an unwise expenditure of resources. This is particularly so when the amount of
the payment required by such a clause bears no clearly discernible relationship to the
actual financial loss that would likely be incurred by the coach. Therefore, consistent
with the need to provide job security and to recognize the legitimate financial interests of
a coach who is terminated prematurely, contractual provisions to define and limit the
institution's liability are deemed to be wise and necessary. These would appear to clearly
encompass a limitation of the institution's financial obligation to no more than the
balance of the salary the coach would have earned had he or she remained employed with
appropriate provisions requiring the coach to mitigate his or her damages. In no event
should the university or any party related to the university have any obligation to a coach
to replace the loss of any outside compensation.

2. Length of contracts . We believe that there is an understanding that contracts of
excessive length may limit the capacity of the institution to make needed personnel
changes. In particular, the so-called "roll-over" contract by which the term of a contract
is automatically renewed on an annual basis appear to be contrary to sound personnel
policies in place at all of the institutions. University policies have a clear intent that any
renewal of any contract be advertent, based upon a deliberate assessment of performance
by the appropriate officer of the institution, and not inadvertent or automatic.
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3. Academic values. The policy of the institution in respect to the need to foster
educational values and to maintain a program of integrity should be an integral part of the
contracts of all coaches. In particular, the institution's policy in reference to the
recruitment and retention of qualified student athletes and the necessity that athletes
progress toward a degree in a defined academic program should be addressed. The coach
should have a clear obligation to contribute to the academic progress of team members
under his or her supervision. In addition, the contract should clearly acknowledge that
the athletic program under the direction of the coach must comply with the polices of the
institution and the NCAA and that the failure of the program to so comply may, at the
option of the institution, be deemed a violation of the provisions of the coach's contract.

4. Outside  compensation . Institutional interests can be affected significantly by the
practice of head coaches contracting with outside parties for compensated services,
especially those involving product endorsements. Employment contracts need to clearly
define the rights and obligations of a coach who enters into some such outside
agreements, while addressing the interests of the institution. We take note of the NCAA
Bylaw 11.2.2, which provides:

11.2.2 Report of Athletically -Related Income.

Contractual agreements, including letters of appointment, between a full-time
or part-time coach and an institution shall include the stipulation that the coach
is required to report annually (in writing or orally) all athletically-related
income and benefits from sources outside the institution through the athletic
director to the institution's chief executive officer. Sources of such income shall
include, but are not limited to, the following:

(fl

(9)

Income from annuities;

Sports camps;

Housing  benefits (including preferential housing arrangements);

Country  club memberships;

Complimentary  ticket sales;

Television  and radio programs; and

Endorsement or consultation contracts with athletic shoes,
apparel or equipment manufactures.
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We believe that this bylaw, if applied under the terms of the Board of Governors' policy
on external professional activities for pay, gives satisfactory protection to institutional
interests in this important area. This would mean that each request to take part in such
activities as those listed above would require the coach to file a Notice of Intent. That
notice should be filed with the chancellor and should require his approval. This will
assure that the chancellor is in a position to monitor such activities.

In our efforts to address specific current concerns about intercollegiate athletic programs, we have not
forgotten that the integrity of athletic programs depends not so much on the implication of specific rules
and procedures as on the good faith of the people responsible for those programs. Without a strong and
shared commitment to high standards by trustees, administrators, faculty, coaches, athletes, and others in
the campus community, the policies, suggestions, and safeguards addressed by this report will be of
limited benefit. Our recommendation that the delegation of responsibility for athletics be continued with
the standards, enumerated by the Board of Governors in this report, is made with careful consideration
given to the ultimate responsibility of the Board of Governors for the integrity of the University's athletic
programs. We believe, however, that the commitment of those chancellors who are most directly
involved and their unequivocal acceptance of the obligations to carry out their institutional and the board's
policies and standard justifies the continued delegation of these responsibilities to all of the campuses.

In conclusion, we ask the Board of Governors to endorse these recommendations and request that the
President transmit this report to each chancellor and to all members of the boards of trustees. We further
recommend that the chancellors be requested to promptly forward to the President an informational copy
of each contract entered into with a head coach at the time the contract is approved by the board of
trustees. The chancellor should be encouraged to consult with the President and through the President
with the Board of Governors should the chancellor have any question about or desire any clarification of
this board's policy in respect to matters discussed in this report.
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Memorandum to
Revie w ers

June 25, 2004

TO: (Attached Recipients)

Center
Board Members:

Members of the UNC
Board of Governors:

Members of the N.C.
General Assembly:

Other Analysts:

National Analysts:

FM: Sam Watts
Policy Analyst, N.C. Center for Public Policy Research

RE: Higher Education Governance Project, Part III, Draft for Review

CC: Ran Coble,  Executive  Director, N.C. Center for Public Policy  Research
Joanne Scharer,  Consultant , N.C. Center for Public Policy  Research

The N.C. Center for Public Policy Research is conducting a study of key issues in the governance of public higher education.
The four-part study includes:

1. A historical review of the 1971 decision by the N.C. General Assembly to restructure higher education in the state. This
first report,  Reorganizing Higher Education in North Carolina: What History Tells Us About Our Future,  was released
in June 1999.

2. A comparison of the types of higher education governance structures across the country, entitled  Governance and Coor-
dination of Public Higher Education in All 50 States,  was published in August 2000.

3. An analysis of the powers of the UNC Board of Governors and the system of election of the Board by the legislature
compared to the selection process used by other states (draft enclosed); entitled  The UNC Board of Governors: Selec-
tion, Powers, and the Board's Relationship to the 16 Local Campus Boards of Trustees.

4. An evaluation of how well the governance system has performed in North Carolina in helping the university fulfill its
multiple missions.

The enclosed draft of  The UNC Board of Governors: Selection, Powers, and the Board's Relationship to the 16 Local Campus
Boards of Trustees  is the third in a series of four reports that examines the selection process for the UNC Board of Governors,
its composition and powers, and its relationship with the campus boards of trustees.
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The Center regularly circulates drafts of materials to be published by the Center for four reasons: (1) to catch any factual er-
rors before publication; (2) to ensure that all points of view are fairly represented; (3) to hone our analysis of policy issues;
and (4) to give advance notice of the Center's research as a courtesy to those it affects. If you have any comments or sugges-
tions about this draft, we would appreciate your feedback. The Center retains final editorial authority over its publications,
but we warmly welcome and will carefully consider your ideas.

If you  have suggestions ,  criticisms ,  or comments ,  please return  your  comments marked on the relevant pages of the
draft in the enclosed envelope . Fax your response to (919) 832-2847, call Sam Watts at (919) 832-2839, or e-mail Sam Watts
at  samwatts@nccppr.org  by Friday, August 611, 2004. Your help and careful review on this matter is greatly appreciated.
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REVIEWERS FOR:.....................

The Statewide UNC Board of Governors: Its Selection, Powers, and
Relationship to the 16 Local Campus Boards of Trustees

Center Board Members: Nigel  Alston; Peggy C. Carter; Allen D. Feezor; Marilyn Foote-Hudson; Loleta Wood Foster;
Sandra B. Greene; Linda McGee; Michael C. Miller.

Members of the UNC Board of Governors: Bradley T. Adcock; G. Irvin Aldridge; James G. Babb; Brent D. Barringer;
J. Addison Bell; R. Steve Bowden; F. Edward Broadwell, Jr.; William L. Bums Jr.; C. Clifford Cameron; Anne W. Cates;
John F.A.V. Cecil; Bert Collins; John W. Davis, III; Amanda Devore; Jonathan Ducote; Ray Farris; Dudley E. Flood;
Hannah D. Gage; Willie J. Gilchrist; Hiram Frank Grainger; Peter D. Hans; Gov. James E. Holshouser, Jr.; Peter Keber;
Adelaide Daniels Key; G. Leroy Lail; Charles H. Mercer, Jr.; Charles S. Norwood, Jr.; Patsy Brewington Perry;
Cary Caperton Owen; Jim W. Phillips, Jr.; Gladys Ashe Robinson; Benjamin S. Ruffin; Estelle Sanders; J. Craig Souza;
Priscilla Patterson Taylor; Robert E Warwick; Chairman J. Bradley Wilson.

Members of the  N.C. General Assembly: Rep. Gordon P. Allen.; Rep. Jeffrey L. Barnhart; President Pro Tempore
Marc Basnight; Sen. Philip E. Berger; Co-Speaker James B. Black; Rep. Joanne W. Bowie; Rep. Harold J. Brubaker;
Sen. Walter H. Dalton; Sen. Linda Garrou; Sen. John A. Garwood; Rep. W. Robert Grady; Rep. Joe Hackney;
Rep. R. Phillip Haire; Sen. Fletcher L. Hartsell, Jr.; Sen. Hamilton C. Horton, Jr.; Rep. Verla C. Insko;
Rep. Daniel F. McComas; Rep. Marian N. McLawhorn; Rep. William Edwin McMahan; Rep. Henry M. Michaux, Jr.;
Rep. David M. Miner; Co-Speaker Richard T. Morgan; Sen. Martin L. Nesbitt, Jr.; Sen. Anthony Rand;
Rep. Wilma M. Sherrill; Sen. Richard Y. Stevens; Sen. Scott Thomas.

Other Analysts: James H. Ammons; Gene Arnold; David F. Ayers; George Bakolia; Steven Ballard; Anne Bander;
John W. Bardo; A. Troy Barksdale; Gretchen Bataille; Thad Beyle; Daniel T. Blue; Gerald L. Boarman; Cynthia P. Bonner;
Molly Corbett Broad; Keith Brown; T.J. Bryan; Austin Bunch; Mickey L. Burnim; Andrea Caldwell; Lewis Carson;
Julius Chambers; Drupti Chauhan; Christopher Cooper; L.B. Corgnati, Jr.; Jeffrey R. Davies; William Dees;
Rosemary DePaolo; Doug Dibbert; Phillip R. Dixon; Gov. Mike Easley; Speros J. Fleggas; R. Mark Fleming;
Christopher Fordham; Marye Anne Fox; William Friday; Bob Fry; Henry Frye; Crystal Gafford Muhamad; Laura Gasaway;
Dan Gerlach; Susan Giamportone; Larry Gracie; Bob Hall; Paul Hardin; Chris Heagarty; Charles Heatherly;
Wade Hobgood; Gov. James B. Hunt; Darian Hybl; Linda Hollar; Audrey Jaeger; Robin Johnson; David A. Jones;
Marjorie C. Jones; Nancy B. Jones; Robert Jordan, III; Felix Joyner; Sara Kamprath; Robert C. Kanoy; Phil Kirk;
Tom Lambeth; Martin Lancaster; Mark Lanier; Howard Lee; Valeria Lee; Trisha Lester; James Leutze; John Levin;
Danny Lineberry; Teena S. Little; Alan Mabe; Bruce Mallette; Gov. James G. Martin; Harold L. Martin, Sr.; Betty McCain;
Cheryl McFadden; Willis McLeod; Michael J. McKillip; Kevin McNaughton; Allen C. Meadors; Andrew Meehan;
Ken Melton; James B. Milliken; James Moeser; James H. Mullen; Charles B. Neely, Jr.; Sam Neill; Jim Newlin;
Jeff Nieman; Elizabethann O'Sullivan; Jeff Passe; Dennis Patterson; Andrew Payne; Kenneth E. Peacock; Ronald G. Penny;
Samuel Poole; Ann Reed; Robyn R. Render; James C. Renick; Paul Rizzo; John Sanders; Gov. Robert Scott;
William Snider; Barbara Solow; Ken Sorensen; C.D. Spangler, Jr.; Patricia Sullivan; Courtney Thornton; Charlotte Todd;
Vijay K. Verma; Charles Waldrup; Carolyn Waller; Lindsay Warren; Judith Wegner; Cameron P. West; David. J. Whichard,
II; D. Jordan Whichard, III; Hope Williams; J. Oliver Williams; Leslie J. Winner; Ruth Dial Woods; James Woodward, Jr.;
Joni B. Worthington; Thomas Wright.

National Analysts: Cheryl Blanco, Western Interstate Commission for Higher Education; John Burkhardt, Kellogg Forum
on Higher Education for the Public Good; Pat Callan, National Center for Public Policy and Higher Education; Keon Chi,
Council of State Governments; Marge Chisholm, California Postsecondary Education Commission; Charles R. Coble,
Education Commission of the States; Tom Daniel, Board of Regents of the University of Georgia; James Duderstadt,
President  Emeritus,  University of Michigan; Conrad Festa, South Carolina Commission on Higher Education; Jim Home,
Florida Board of Governors; Tom Ingram, Association of Governing Boards; Richard E. Kendall, Utah State Board of
Regents; Richard Lapchick, DeVos Sport Business Management Program, University of Central Florida; Tom Layzell,
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Kentucky Council on Postsecondary Education; Joe Marks, Southern Regional Education Board; Pace McConkie,
Maryland Higher Education Commission; Aims C. McGuinness, National Center for Higher Education Management
Systems; Margaret A. Miller, National Forum on College-Level Learning; Richard P. Mills, Board of Regents of the
University of the State of New York; Tom Mortenson, Postsecondary Education OPPORTUNITY; Mark Musick,
Southern Regional Education Board; Jim Palmer, Center for Study of Education Policy, Illinois State University;
Diane M. Piche, Citizens' Commission on Civil Rights; Richard G. Rhoda, Tennessee Higher Education Commission;
James Shulman, Andrew W. Mellon Foundation; Tom Snyder, National Center for Education Statistics; Judy Temby,
Board of Regents of the University of Wisconsin System; Thomas D. Watkins, Jr., Michigan State Board of Education;
David Wright, State Higher Education Executive Officers.
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