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Submission to the

Inquiry into the Definition of Charities and Related Organisations

1. EXECUTIVE SUMMARY

1.1  Australian Volunteers International

Australian Volunteers International is Australia’s largest and most established international voluntary technical assistance agency.  Originally known as Overseas Service Bureau, the organisation was established as a company limited by guarantee in September 1961.  Supported by the Australian Government since the early 1960’s, our program complements the work of Australia’s official development co-operation program.  

Australian Volunteers International is committed to work towards a peaceful and just world, by providing opportunities for Australians to volunteer to live, work and learn in partnership with people of other cultures.  Volunteers contribute to developing communities and bring a reciprocal benefit to Australia.

Central to our purpose of working towards a peaceful and just world is the belief that all people should have:

· Access to resources to meet their basic human needs

· The opportunity to achieve their potential, and 

· A right to make decisions about their own development and to participate in the development of their own society.

Our work is built on values such as:

· Participation,

· Learning through experience,

· Respect,

· Partnership,

· Integrity,

· Equity,

· Cultural diversity, and

· Recognition of reciprocal benefit.

With a physical presence in Australia, we pursue a large portion of our objectives outside of Australia.  During 1999/2000, Australian Volunteers International supported 898 volunteers throughout, Africa, Asia, the Pacific, Latin America, and the Middle East as well as Aboriginal Communities within Australia. Since its establishment, Australian Volunteers International has sent over 5000 Australians to more than 50 developing countries.

1.2  Current definitional status of Australian Volunteers International
Australian Volunteers International is defined as both a Charity and a Public Benevolent Institution under various jurisdictions, sometimes within the same agency.  For Income Tax we are classified as a charity, and therefore are exempt from paying Income Tax.  For Fringe Benefits Tax, we are classified as a Public Benevolent Institution, and therefore have an exemption from paying Fringe Benefits Tax on the first $30,000 of grossed up benefits paid to each employee.  

We are also endorsed as a Deductible Gift Recipient in relation to the Australian Volunteers International Donation Account operated by the organisation.  Our endorsement as a deductible gift recipient, is achieved because we operate as an approved overseas aid fund under item 9.1.1.  of subdivision 30B of the Income Tax Assessment Act 1997.

1.3  Recommendations for a new definition

Australian Volunteers International recommends:

· That any  new definition of a charity should be centred on non-government establishments, organisations, associations or trusts that are not-for-profit or not for the benefit of its individual members, and the principal or primary objects or purposes of which are charitable or benevolent.

· That in determining “principal purpose”  in terms of this definition, consideration should be given to the organisation’s constitution and whether the organisation is actively pursuing its purpose.  

· That demonstration of “actively pursuing its purpose” can be measured through its program of reporting on its activities and achievements to stakeholders, including an assessment of how activities have contributed to meeting the organisation’s purposes. 

· That any definition should not distinguish between direct and indirect activities.

· That the concepts of  “Public Benevolence” should be encompassed within any new definition of a charity.

 2. BACKGROUND INFORMATION & SUPPORTING ARGUMENT

2.1 About the organisation
Australian Volunteers International is Australia’s largest and most established international voluntary technical assistance agency.  Originally known as Overseas Service Bureau, the organisation was established as a company limited by guarantee in September 1961.  Supported by the Government since the early 1960’s, our program complements the work of Australia’s official development co-operation program.  

Australian Volunteers International is committed to work towards a peaceful and just world, by providing opportunities for Australians to volunteer to live, work and learn in partnership with people of other cultures.  Volunteers contribute to developing communities and bring a reciprocal benefit to Australia.

Central to our purpose of working towards a peaceful and just world is the belief that all people should have:

· Access to resources to meet their basic human needs

· The opportunity to achieve their potential, and 

· A right to make decisions about their own development and to participate in the development of their own society.

Our work is built on values such as:

· Participation,

· Learning through experience,

· Respect,

· Partnership,

· Integrity,

· Equity,

· Cultural diversity, and

· Recognition of reciprocal benefit.

With a physical presence in Australia, we pursue a large portion of our objectives outside of Australia.  During 1999/2000, Australian Volunteers International supported 898 volunteers throughout, Africa, Asia, the Pacific, Latin America, and the Middle East as well as Aboriginal Communities within Australia.

Since its establishment, Australian Volunteers International has sent over 5000 Australians to more than 50 developing countries.

In 1971 the organisation commenced a co-sponsoring arrangement, which still exists today, with the United Nation Volunteer Program (UNVP).

Australian Volunteers represent professionalism, commitment, dedication, and enthusiasm.  Their volunteer status is highly valued and is defined by their willingness to step forward, to move outside familiar boundaries, and at some personal cost to contribute to building a peaceful and just world.

Australian Volunteers are recruited at the request of overseas partner organisations, or at the request of indigenous communities within Australia.  They make practical contributions in a variety of people-centred programs and projects across diverse occupational sectors.

Australian Volunteers are placed in response to the needs identified by host communities, and normally work under the management of a host employer.  Through their work, they contribute towards building the capacity of local institutions and achieving sustainable development.

 2.2  Changing social and economic environment means changed ‘activity’, not changed ‘purpose’.

2001 is the 50th anniversary of Australians volunteering overseas.  Coincidentally it is also the United Nations International Year of Volunteering.  The designation of the International Year for volunteering demonstrates that the importance and recognition of the contributions of volunteers are as important today as they were in 1951. Locally, the 2000 Sydney Olympics has demonstrated that volunteering is still an important and crucial component of our social fabric.

Australian Volunteers International received  over 15,000 inquiries during 1999/2000 with some  4,000 people making an application to become an Australian Volunteer.  Australian Volunteers provide expert technical assistance in areas  such as the environment, human rights, capacity building, health, and good governance. 

The economic and global environment however is constantly changing.  Issues such as globalisation, the technology revolution, economic rationalism, currency crisis, compulsory competitive tendering, legal reforms, and commercialisation have all affected the  the way we respond to the needs articulated  by our partners in  the communities in which we work. While the methods and activities may change, the purpose and relevance of the organisation has remained unchanged, and in fact has been made more pertinent  by the impact of the social and economic factors listed.

This changed operating environment,  together with the entry of commercial operators into the aid and development field  has forced not-for-profits to look at many different ways to raise the revenue and resources required to support and achieve its primary purpose. We have been forced to change the way we deliver and the types of services to be more accountable, efficient, and economical.

Australian Volunteers International is participating in a growing number of commercial activities which, if viewed in isolation, may be seen to be in contradiction to our primary purpose. These activities are in fact supporting the primary purpose of the organisation, however it causes issues for us in that we are required to satisfy sometimes conflicting criteria.  For example, as an Non-Government Organisation, we are required to seek accreditation with the  NGO Section of AusAID.  At another level the need to engage in competitive tendering processes, means  we need to operate in areas outside what might previously have been expected of a traditional non-government organisation. 

Legislation is always another changing factor and can hinder the operations of not-for-profit organisations.  Australian Volunteers International needs to apply for a variety of different statuses under various legislation to enable us to maximise the funds we receive through tax and other concessions. At times this causes confusion when we need to respond to a new issue.  It is a challenge for the organisation to remain focussed  on its purpose whilst trying to ensure that our legal status is not compromised under the various and differing legislation.  Now, more than ever, “Charities” need a clear status that satisfies all legal requirements, and enables them to focus on the pursuit of their objectives.

Over the next 10 years it is expected that even more competition for government funding will come from commercial-for-profit entities.  It is also expected that as a result of globalisation and the technology revolution that there will be an increasing number of causes being identified and assisted by the community through donations.  The government and/or their policies will change during this decade as well. 

As we respond to  competition and other factors in the changing environment,  Australian Volunteers International whilst not changing its purpose ,will however need to continually modify its activities.  If legislative definitions concentrate on activities rather than purpose,  there is always a risk that our status as a charity and public benevolent institution may be affected simply by a change in those activities. 

2.3 The need to  base any new definition on ‘purpose’ rather than ‘activity’.
· The current legal definitions for both ‘Charities’ and ‘Public Benevolent Institutions’ appear to be based on purpose.  However the administration of these definitions under various pieces of legislation seems to concentrate more on activity, rather than purpose. 

· Putting individual activities into categories can obscure the original intention of the legislation, and the purpose of  the activity  being undertaken.  As activities change in response to the social and economic environment, assessment on activity can make the legislation outdated very quickly. The intended beneficiaries of the original legislation may be excluded based on the changing nature of their activities, whilst others who were not meant to benefit, can do so because their activities meet the literal interpretation of the law.

· Basing a definition on the distinction between commercial activity and non-commercial activity does not help. In the current environment, many charities, including Australian Volunteers International, are required to operate on business principles to ensure continued access to public funding to pursue their purpose. This can often involve conducting activities on a profit basis. Provided the profits of  such commercial activities are retained within the organisation and are used to further the dominant (charitable)purpose of the organisation, the source of that income is irrelevant.

· Open and competitive tendering also places requirements on a Charity to be competitive when tendering for aid projects.  The ability to be competitive is dependent on the financial and operational strength of the organisation.  Financial strength is achieved through a combination of community contributions, sound financial management, and successful commercial ventures that are undertaken to enable the organisation to achieve its primary  purpose. 

· Australian Volunteers International submits that any change in definition must focus on this primary  purpose of the organisation conducting the activity, rather than on the nature of individual  activity.  A focus on classification on an activity basis, would require organisations to undergo reassessment of eligibility each time there is a change in activity.

· Obviously, consistent standards need to be developed in order to determine the primary purpose of an organisation. Australian Volunteers International submits that there are  a number of possible areas that such standards could encompass. These include:   

· the level of activity undertaken for each purpose (i.e. output),

· the amount of resources required for each purpose (i.e. inputs),

· the success or otherwise of each purpose, and 

· the amount of profit generated from each purpose.

· Australian Volunteers International submits that the most appropriate benchmark is whether the organisation has successfully met its purpose.  A focus on outputs makes the organisation accountable to its constituents by concentrating on its achievements.  It is also consistent with the move by many organisations, including corporate for-profits, to adopt triple bottom line reporting.  The results could be reported in the annual report against each of the purposes of the organisation's existence.  An organisation’s primary purpose could then be determined by reference to a stipulated indicator ( eg. primary purpose relates to a purpose which utilises more than 50% of its output).2
2.4 Limited  relevance of  ‘Public Benevolent Institutions’

Australian Volunteers International believes that the nature of the current environment diminishes the relevance of “Public Benevolent Institutions” as such. However many of the underlying concepts contained in the definition of such institutions are still relevant,, and these could which should be re-cast into a more logical and useful legislative framework.  

The words “direct relief”  have connotations that the community to be benefited is still local.  As already stated, the community today is much broader and many organisations, including Australian Volunteers International do not provide direct relief, rather they contribute to the provision of relief by indirect means. Any new definition should encompass assistance, whether it is direct or indirect. 

Further, it is considered desirable that any new definition should attempt to combine the nature of “charities”  and “public benevolent institutions”.

2.5 Suggested key criteria of a new definition of  “Charities and Related Organisations”
· any definitional reform should attempt to combine the nature of charities and public benevolent institutions as currently defined
· although the four purposes of a charity  as currently defined still appear relevant, the concepts of “public benefit”,  and the “provision of relief to a limited number of beneficiaries” may no longer be appropriate standards in the 21st century;  

· any new  definitions should enhance and encourage the work of organisations such as Australian Volunteers International, whose program benefits an increasing number of people throughout the worldwide community.  

· any new definition should be centred around the concept of not-for-profit; this concept goes to the heart of the reason for an organisation’s existence, and its ultimate or primary purpose. 

· any entity seeking to be encompassed by a new definition should be an institution or organisation; this is to ensure accountability  to its funders, donors and/or members.  Such accountability should be regarded as a central measure of whether as entity is actively pursuing its objectives.  

· any framework should also focus on the primary purpose of the entity rather than on activities; whilst purpose should remain largely constant, activities will change on a regular basis  in response to changing environments.

Any new definition, based on primary purpose or similar concept, no longer needs to make a distinction between charities, religious organisations, community service not-for-profit organisations, or public benevolent institutions;  every entity seeking classification would be treated equally on their purpose rather than their activities.
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