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What are the intended effects of the Bush Administration’s faith-based efforts and how might these affect young people?  SB 1924, the Charity Aid, Recovery and Empowerment Act of 2002 (CARE Act) may negatively affect community youth programs unless youth advocates participate now in setting the agenda because of the consequences for current community-based organizations and especially those providing effective services for young people.

The CARE Act, if it passes in the Senate, will be reconciled in conference committee with the Community Solutions Act of 2001 (HR 7).  The Senate version is primarily an income tax bill for individuals and a reduction of the excise tax for foundations.
  The Community Solutions Act is the bill expanded “charitable choice” and also included items like the tax deductions currently included in the CARE Act.  The Community Solutions Act was revised early in its life to include “community”-based organizations as well as faith-based organizations as soon as community organizations researched the Administration’s proposal and could not find these “traditional” nonprofits named.  

The CARE Act, proposed by Senators Joe Lieberman and Rick Santorum provides for tax incentives that purportedly will result in greater charitable giving.
   Only some of the provisions are discussed here, and among those that should be of interest and particular concern to youth-serving organizations are:

1.
A charitable deduction of up to $400 for non‑itemizers that allows taxpayers to claim a deduction for cash contributions to qualified charitable organizations ($800, if filing jointly);

2.
An IRA charitable rollover, a provision that allows individuals at age 67 to contribute from an IRA to a qualified charitable organization and exclude the amount from their income;

3.
An increase of the cap on corporate charitable contributions from 10 percent to 13 percent and then to 15 percent (the cap would be reduced back down to 10 percent in [election] year 2004);

4.
A reduction of the excise tax on net investment income of private foundations from one percent to two percent;

5. “Fast-track” recognition of Section 501(c)(3) status and the waiving of federal application fees, a provision that expedites recognition of faith-based initiatives as tax-exempt providers of social services; 

6.
Creation of Compassion Capital Funds within federal agencies of Health and Human Services, Corporation for National Community Service, Department of Justice, and the Department of Housing and Urban Development; and 

7.
Restoring federal authority to transfer up to 10 percent of Temporary Assistance to Needy Families (TANF) funds to the Social Services block grant (HR 7 prepared the way for charitable choice expansion of TANF).

The total cost of the CARE Act is $12 billion. This bill has been read twice and was referred to the Senate Finance Committee for passage.  Similar provisions exist in the Community Solutions Act.

The increase on the cap on charitable contributions (item 3. above) may or may not have a positive impact on community-based organizations. It is not clear that increasing the amounts that may be deducted for charitable contributions will increase the amount of giving by foundations to the nonprofit community. Currently, the cap on corporate charitable contributions is 10 percent.  OMB Watch reports that foundations currently give less than 10 percent of their assets to community organizations.
 

The administration’s intention in raising the cap on charitable contributions may be to call on foundation and corporate givers to seed faith-based initiatives.  We do know that in his speech to Notre Dame University graduates in May 2001 that President Bush called on corporations to contribute to faith-based providers, noting that, “Currently, six of ten largest corporate givers in America explicitly rule out or restrict donations to faith-based groups, regardless of their effectiveness.” He also stated, “The federal government will not discriminate against faith-based organizations and neither should corporate America.”
  Advocates for youth should ask whether this exhortation sets the stage for greater involvement of the private sector at the expense of a declining federal responsibility.  

It is unclear and little evidence can be found that a reduction in the excise tax for foundations from two percent to one percent (item 4. above) will result in greater numbers and larger grants to community organizations.  Currently, foundations pay $450 million in excise taxes.
  The collected taxes were originally to go to improve enforcement of the tax-exempt division of the Internal Revenue Service yet collected funds have never been use for this purpose. There is no evidence that this provision would serve as an incentive to foundations to give more for community programs. 

In addition to the excise tax provision and the increase proposed on the cap on charitable contributions, the CARE Act includes other provisions about which youth advocates should be concerned.  “Fast-track” recognition of 501(c)(3) status (see item 5. above) is intended to allow faith-based (and, possibly, other) organizations the opportunity to apply for federal grants to provide social services while simultaneously receiving approval of 501(c)(3) status.  Youth service providers should be participating in conversations about inclusion of other than faith-based providers and the fairness of this approach to be sure the intent of the bill is to support youth service providers as well.

Nonprofit leaders will also recall the Compassion Capital Fund of the Community Solutions Act, the proposed government-sponsored effort to raise money through private sector sources for public services (see item 6. above).  In the current CARE Act, $89 is allocated to the US Department of Health and Human Services, and other agencies, beginning in 2002. 
  The funds are for grants to community-based organizations and may be used for technical assistance for incorporation of nonprofit status, grant writing and grant management.  “Community-based organizations” are defined as nonprofits with no more than six employees, involved in social service delivery and with a budget of $450,000 or less.  The bill also allows the US Department of Health and Human Services to award money to create faith-based initiatives.  Again, current nonprofit providers should be participating in these conversations before the conversations are concluded.  

In the House-passed Community Solutions Act there is an emphasis on capitalizing faith-based initiatives, regardless of their track record of service.  In that bill, religious organizations are authorized to provide social services programs “under subtitle B [Workforce Investment Boards] or D [National Programs: Native American, migrant and seasonal workers, Veterans and Youth Opportunities] of title I of the Workforce Investment Act of 1998 (29 U.S.C. 2801 et seq.).”  The bill also states that, “activities to assist students in obtaining the recognized equivalents of secondary school diplomas and activities relating to non-school hours programs, can include those programs authorized under chapter 3 of subtitle A of title II [adult education and literacy] of the Workforce Investment Act of 1998.”  While US Department of Labor programs are not included in the Senate CARE Act, they are in the House-passed version.

There are a variety of ways to help young people succeed; yet, faith-based approaches are not necessarily those that either draw or keep people in effective programs.  Young people may reach the door of an effective program because of a sense of community or purpose and including through faith-based programs.  Yet, faith-centered programs are neither the only solution in communities nor do they de facto assure effective outcomes because of a philosophical approach.  Advocates for youth must be involved in the early stages of this agenda-setting and advocate for federal support of effective programs. 

Adrienne R. Smith is a Consultant for the National Youth Employment Coalition in Washington, DC and its founding Director of the New Leaders Academy.  Address comments to ars@nyec.org.  All views are those of the author only.  



� An excise tax is a penalty tax that foundations pay if they fail to distribute a certain amount to the community. As of this writing, foundations are required to distribute at least five percent of their assets to the community.


� For a concise explanation of the tax provisions of SB 1924, a good source is Independent Sector’s Public Policy Update, February 2002.


�  Conversation with Gary Bass, President of OMB Watch, April 5, 2002


� From page 3 of the National Committee for Responsive Philanthropy Quarterly, Summer 2001, Washington, DC.


� Conversation with Rick Cohen, Committee on Responsive Philanthropy, April 8, 2002.


� Other Departments are also authorized to create Funds within the federal agencies under SB 1924.  These agencies and the amounts are: US Department of Justice, $35 million; US Department of Housing and Urban Development, $15 million; Corporation for National Service, $15 million.  For each of the agencies, the Secretary is authorized to award grants to community-based organizations to provide technical assistance.  
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