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March 4 , 2008 – In this edition: 

 Creating a fairer tax system 

 NC’s transportation policy needs to take a new road 

 How much NC spends on business incentives 

 Medicaid under threat from new federal rules 

 Bush threatens to veto protections for homeowners 

 A Crucial Conversation on the Foreclosure Crisis 

TAX FAIRNESS: New Report Shows Who Pays Taxes In NC  

North Carolinaôs low-income working families pay a greater share of their incomes in 
state and local taxes than the wealthiest residents do. A new report from the NC 
Budget and Tax Center, a project of the Justice Center, examines the different 
components of North Carolinaôs tax system and finds that it is unfair to millions of 
working families. 

The poorest 20% of households ï with an average annual income of $10,000 ï pay 
10.7% of their incomes to state and local taxes. In contrast, the wealthiest 1% ï with 
an average annual income of $970,000 ï pay only 7.1%. While North Carolinaôs 
personal income tax is the fairest of all major state and local tax sources, it does not 
offset the impact of property, sales and excise taxes, which are highly unfair to low- 
and middle-income families. 

Policy changes that would make North Carolinaôs system fairer include increasing the 
amount of the refundable state earned income tax credit, expanding the sales tax base 
to include services (which are more widely used by wealthy residents), and providing a 
credit to offset the property tax bills of low- and moderate-income homeowners. 

ü Read this important report ï Justice Center: Who Pays Taxes in North Carolina? 

(Hint ï Itôs Not Who You Think) 

 

Check out the Budget & Tax Centerôs 
new Interactive Graphics that answer 
key questions about North Carolinaôs 
tax system. 

You canôt get this important 
information anywhere else! 
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TOP 

TRANSPORTATION: NC Roads Budget in Crisis  

Another report for the NC Budget and Tax finds the stateôs transportation budget is in 
crisis. North Carolina will need to change how it pays for roads and how it sets 
transportation priorities if it is to effectively deal with the population boom expected in 
the coming decades.  

On the revenue side, construction costs for roads are rising much more quickly than 
revenue sources designated for transportation, such as the gas tax. The report 
explains that North Carolina must find ways to better match road use with fees and 
charges, such as taxing road users based on the number of miles they drive on North 
Carolina roads. 

On the priorities side, the stateôs so-called ñequity formulaò guides the allocation of 
construction dollars for major roads, and it favors rural areas at the expense of cities 
that suffer from congestion. The report calls for the state to put an end to statutory 
restrictions on what and where road construction dollars are spent, and instead decide 
priorities based on need. In addition, the state should increase mass transit options 
and integrate anti-sprawl land-use planning into transportation expenditure decision-
making. 

 

ü Justice Center: At the Crossroads ï 

Recommendations for the Future of 

Transportation in North Carolina 

ü WRAL: Overhaul in Road Funding, DOT 

Structure Urged 

ü News 14: Transportation Report Calls 

for Changes 

ü Raleigh News & Observer: Bond Issue 

May be in Works for New Roads, 

Repairs 

ü Raleigh News & Observer: Editorial ï 

Down the Road 

TOP 

BUSINESS INCENTIVES: How Much Does the State Spend?  

Well, now we know, or at least we have a better idea than we did before. The Joint 
Select Committee on Economic Development Incentives instructed legislative fiscal 
staff to conduct an ñEconomic Development Inventory for North Carolina.ò The report is 
now public and among its findings is that North Carolina spent $1.1 billion on 
ñincentivesò in fiscal year 2006-07. Thatôs more than the stateôs entire annual 
appropriation to the community college system. 

ü NC Fiscal Research Division: North Carolina Economic Development Inventory 

ü NC Policy Watch: We Need an Accurate Picture of North Carolinaôs Business 

Incentives Budget 

TOP 

MEDICAID:  

A slew of new federal Medicaid regulations are due to come into effect in the next few 
months that would shift billions of dollars in costs to the states, forcing them to 
increase taxes or cut services. At a meeting of the National Governors Association, 
state officials of both parties said the changes would harm some of their most 
vulnerable citizens and that, with the country in an economic slowdown, the timing 
couldnôt be worse. 

http://www.ncjustice.org/assets/library/1158_btcrpt28feb08roadfund.pdf
http://www.ncjustice.org/assets/library/1158_btcrpt28feb08roadfund.pdf
http://www.ncjustice.org/assets/library/1158_btcrpt28feb08roadfund.pdf
http://www.wral.com/traffic/story/2501039/
http://www.wral.com/traffic/story/2501039/
http://news14.com/content/local_news/triangle/593388/transporation-report-calls-for-changes/Default.aspx
http://news14.com/content/local_news/triangle/593388/transporation-report-calls-for-changes/Default.aspx
http://www.newsobserver.com/politics/story/973376.html
http://www.newsobserver.com/politics/story/973376.html
http://www.newsobserver.com/politics/story/973376.html
http://www.newsobserver.com/opinion/editorials/story/976660.html
http://www.newsobserver.com/opinion/editorials/story/976660.html
http://www.ncleg.net/fiscalresearch/topics_of_interest/topics_pdfs/Final%20Economic%20Development%20Inventory%20Jan%202008.pdf
http://www.ncpolicywatch.com/cms/2008/02/13/we-need-an-accurate-picture-of-north-carolina%e2%80%99s-business-incentives-budget/
http://www.ncpolicywatch.com/cms/2008/02/13/we-need-an-accurate-picture-of-north-carolina%e2%80%99s-business-incentives-budget/


ü Winston-Salem Journal: Editorial ï Medicaid Cuts 

ü Wilmington Star-News: Governors of Both Parties Oppose New Medicaid Rules 

ü Center on Budget and Policy Priorities: Administrationôs Medicaid Regulations Will 

Weaken Coverage, Harm States, and Strain Health Care System 

TOP 

FORECLOSURES: Bush Will Veto Consumer Protections  

The White House threatens to veto a bill that would help homeowners facing 
foreclosure by putting some modest new consumer protections into the federal rules 
governing bankruptcy. The bill would, among other things, allow federal bankruptcy 
court judges to modify the terms of mortgages to help families keep their homes. 
Supporters say it could prevent as many as 600,000 home foreclosures. 

Homeowners canôt wait for help from Washington, so many states are stepping in with 
assistance programs. North Carolina is spending $300,000 on housing counselors. In 
addition, there are calls for the state to expand its Home Protection Pilot Program, 
which helps laid-off workers keep their homes while they look for new jobs or get 
training. The program is only available in 61 counties, but State Sen. Walter Dalton of 
Rutherfordton says the state should expand it to all 100 NC counties and double the 
funding. 

ü Asheville Citizen-Times: Program Combats Mortgage Troubles 

ü News 14: Foreclosure Crisis Worsens in January 

ü NC Policy Watch: Mortgage Lenders Fight Real Reform Proposals 

ü New York Times: Bush Vows to Veto a Mortgage Relief Bill 

 

 

 

Crucial Conversation Luncheon 

The Mortgage Foreclosure Crisis: 

How Should North Carolina Respond? 

Wednesday, March 5th 

11:30 AM - 1:30 PM 

Registration Deadline is 2pm Today! 

 

Catch NC Policy Watchôs radio 
show News & Views with Chris 
Fitzsimon 

This weekôs topics: 

 The latest Elon poll on the 

presidential and gubernatorial 

mandate  

 Former Transportation 

Secretary Sam Hunt on mass 

transit  

 George Lakoff on language and 

politics  
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