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Executive Summary

This submission complements that from Group Training Australia Ltd which provides detail on role, functions and contribution to the Australian community provided by Group Training Organisations.

Group Training Australia – Queensland and Northern Territory Inc. expresses concern at timing aspects of the Inquiry and the exclusion of legal and administrative treatment from the Terms of Reference.

The submission relies on its member network to focus on issues relating to “community service not-for-profit” organisations, without prejudice to issues for other organisations covered by the Inquiry.

It is proposed that the interpretation of the definition of “community service not-for-profit” organisation leads to confusion and the definition needs revision. In particular, the notions of “profit”, “community service” and “community” should be examined in the light of contemporary practice in the sector. The balance of emphasis should be on “community service” rather than “not-for-profit”.

Underlying the submission is the principle that it is not necessarily appropriate to apply to the community services sector organisational and procedural templates that may be relevant elsewhere.

It is the Association’s view that a whole of organisation classification approach should remain for not-for-profit organisations that meet appropriate criteria of community service. Rather than a “one size fits all” approach it is suggested that there should be a process of “lifting of the corporate veil” to determine the underlying purpose of not-for-profit organisations ie. substance rather than form. 

INTRODUCTION

In making its submission to the Inquiry, Group Training Australia – Queensland and Northern Territory Inc. is aware that a complementary presentation is being made by the national level group training organisation, Group Training Australia Ltd. This Association supports the thrust and content of that from Group Training Australia Ltd and requests that its views be considered in conjunction with those of the national body.

The submission from Group Training Australia Ltd outlines 

· the development and history of group training in Australia

· the role of group training companies (organisations)

· the essential contribution of the group training network to the employment and training needs of the community.

This Association’s submission will not repeat that information but will emphasise some aspects for the sake of clarification. It will also use the term “group training organisation(s)” as this is the terminology relevant to Queensland legislation and administrative practice. 

This Association would also like it known that it believes that the matter and scope of the Inquiry is extremely broad and covers a range of different, but related, organisations in a sector about which there is very little data and knowledge, as acknowledged in the Issues Paper itself and some of the information being sought. 

With this in mind there is concern at the timing of the Inquiry, particularly as to the submission and reporting timelines and the apparent lack of opportunity for community consultation and debate. 

It is also noted that the period of the year in which the Inquiry is being conducted is a notoriously difficult time for access to people and other resources that might help to better inform Inquiry members.

Additionally, while the legal and administrative treatment of organisations that might be subject to definitions of charities, religious organisations and community service not-for-profit organisations is not encompassed by the Terms of Reference it has to be said that attempting to establish definitions without a clear conceptual framework of the impact or purpose of such definitions is a daunting task in that it presupposes that one can appreciate such organisations independantly of the operating environment in which they will exist. This is a contestable notion.

Nonetheless, this Association wishes to contribute to the Inquiry process. However it would wish to have its concerns noted and to have its views considered against that background.

Our Association

The general thrust of group training is ably presented in the submission from Group Training Australia Ltd to which we refer the Committee. It will be assumed that members of the Committee will take the opportunity to familiarise themselves with that submission and the basic concepts of group training.

Our specific Association represents some 20-25% of the national group training network and its contribution to 

· training and development of young people to become contributing citizens of the Australian community,

· maintaining and enhancing the stock of skilled personnel for Australian industry,

· supporting small business people (the major employer category in Australia) who wish to participate in training of the workforce but who lack the capacity to provide sustained employment and training opportunities,

· assisting communities through skills acquisition and enhancement as well as employment maintenance.

The Association consists of 23 member Group Training Organisations which are approved under Government legislation and operate within a regulatory framework provided by Commonwealth and State / Territory Governments and the provisions of Corporations Law. The member organisations follow commercial operating practices and are not-for-profit – a requirement of Government approval and ongoing support.

Our members are either associations, incorporated under the Associations Incorporations Act, or companies limited by guarantee under Corporations Law. 

All our member Group Training Organisations are community-based, some with a focus on a particular industry or on a range of industries. In fact the majority of our members organisations is in rural and regional locations where the group training organisation is the major source of training and employment, delivering employment and training services that would not be normally commercially viable or, indeed, available They work closely with other community service providers eg. schools, TAFE, welfare organisations, local councils and business chambers etc. to enhance the lives of members of those communities and maximise the well-being of the community as a whole.

The ultimate and constant focus of our members is the acquisition of valuable employment skills by those participating in training . However, just as important is the support given to predominantly young people during their formative years of entry into adulthood and the workforce. 

A particularly important role of Group Training Organisations in our Association is encompassed in the sometimes misunderstood term “pastoral care”. Essentially this involves a group training organisation in maintaining whatever support is necessary to ensure that an individual completes a contract of training – in the case of “traditional” trade apprenticeships this can mean up to 4 years. This often involves staff of Group Training Organisations undertaking tasks not normally associated with employment and training on a purely commercial basis. It usually requires liaison with families, teachers, counsellors, other community support organisations. 

Notwithstanding its importance and intensive resource cost this type of support activity is not, and cannot be because of its uncertain nature, reflected in the commercial, contractual arrangement that a group training organisation has with a host trainer. It is an essential overhead that has to be carried and an expression of commitment by the group training organisation to the goal of satisfactory completion of the training contract.

ISSUES FOR CONSIDERATION

In addressing issues the Association is mindful that it cannot claim expertise or have an opinion on every matter raised or likely to be prompted by the Inquiry’s Terms of Reference. Therefore it will confine itself to matters where it thinks it can make a contribution to the Committee’s deliberations. That is not to say that it does not regard other matters which may be raised in other submissions as not important. Indeed it would be hoped that once all submissions have been received there will be an opportunity to see all issues raise and comment further if that is appropriate and consistent with the Terms of Reference! 

It would be clear from the above that this Association’s main category area for comment to the Inquiry will be in relation to “community service not-for-profit” organisations. However, this is not to ignore other categories being considered by the Inquiry as some of our members have Income Tax Exempt Charity status and others are public benevolent institutions. Predominantly, however, the not-for-profit classification is the common factor for our network. 

Existing Definition

A major issue of concern with the existing definition is confusion as to its actual meaning and to the legal and administrative impacts of that definition. For those with limited or no understanding of the technical nature of the definition of a not-for-profit organisation it is inappropriate that such organisations can derive a net income or “profit”. For those people it is the existence of a profit that is the problem; whereas the intent of the definition is not to deny the deriving of a profit but, rather, to control the use to which it is put ie. it cannot be distributed to shareholders or other owners.

It is doubtful that perceptions around this issue will ever be fully satisfactory as long as the term “not-for-profit” is used without qualification. 

It is noted that the Inquiry papers refer to “community service” not-for-profit organisations and this alone goes some way to satisfying some concerns. The issue then becomes one of deciding what constitutes “community service”. 

Community Service

As indicated previously, Group Training Organisations are community service organisations in that they exist 

· to work with communities, 

· for the meeting of  community needs through 

· maintaining required levels and range of skills and in

· developing citizens through acquisition of skills and worthwhile employment. 

This Association believes that any definition of a “community service” organisation must address the ultimate, underlying purpose of that organisation which should address in a significant way identified and agreed community needs. It must also exhibit operating processes that involve community representatives and institutions. 

One aspect of community service organisations that is often overlooked is the ability to “get close” to the communities in which they operate. This often requires informal and less structured relationships than might apply in normal commercial circumstances. In addressing the notion of “community service” it would be inappropriate to ignore this aspect and try and introduce a relationship regime that was inflexible and reliant on form rather than substance. 

It is also suggested that the term “community” may be variously interpreted. It could be geographical, industry, common interest. The Association does not have all the answers on this matter but thinks that the Inquiry could benefit from a further look at this issue. Whatever the case, the important point to make is that organisations which provide community services respond to identified, legitimate needs other than their own survival and prosperity ie. they are outwardly focussed and pursuing objectives that are mutually beneficial, for themselves and the communities they serve. Their agenda for action is a shared agenda.

Earning a profit

In providing community service functions as part of the basic business of group training many of the members of this Association engage in the earning of a “profit” from ancillary activities. 

Normal fee-for-service business arrangements with host trainers allow the provision of core group training functions of employment and training to apprentices and trainees. However, in most cases these services have to be supported with further funding. This may be fee-for service funding from Government, project funding or other related income earning ventures. 

It is to be noted that Commonwealth Government policy introduced in the early nineties recognised the precarious nature of financial reliance on core group training functions and encouraged Group Training Organisations to undertake income earning activity to secure their position by lessening dependance on Government support funding. 

Such additional activities rely on the earning of what would be regarded as a profit. That net income is merely a means to an end, not an objective in itself and remains within the organisation itself to cross-subsidise the vital core group training functions. If an outcome of the Inquiry was to reject the essential purpose of the earning of that income and regard it as a profit in the normal commercial sense then that would not be a proper reflection of the intention, the use and practical reality of earning net income from such supporting activities in Group Training Organisations.  

Finally, the Association would want it noted that the notion of “profit” implies a certain amount of flexibility in disposing of the proceeds of business activity. This flexibility does not exist in group training. As the legal employer of apprentices and trainees, a group training organisation caries a very considerable burden of responsibility for ensuring that all its employees receive all entitlements of leave and conditions. This can involve several hundreds of apprentices and trainees in a medium-size group training organisation and means the holding in legitimate reserves of large sums which constantly need replacement as entitlement are paid. “Profit” from supporting activities goes to this end. 

The lack of such an ability would essentially mean the non-sustainability of required employment obligations and lead to the collapse of core group training functions which, of themselves, are not commercially self-sustaining as evidenced by the fact that Government has always acknowledged the need for support funding from one source or another.

Whole of organisation or activity based assessment 

The issues paper canvasses the common law interpretation of the definition of community service not-for-profit organisations and raises the possibility of an activities–based approached. Although this no doubt derives some validity from Activity Based Costing as a means of cost control in an industrial/administrative setting the more general application of such a principal to organisational elements would require some very serious examination indeed. In effect such an approach suggests that the focus shift from the purpose for which an organisation exists to the specific activities undertaken and structural elements used in fulfilment of that purpose ie. from the end to the means. 

Underpinning such a suggestion is the ability to “firewall” individual activity areas from each other, account for them separately and have them subjected to different legal and administrative treatments, whatever they may be.

Group Training Organisations do not have the capacity to operate in such a way. This may be able to be done in a commercial group arrangement where a number of entities enjoy separate management, pursue separate but complementary goals and contribute to the total group profit. However, for Group Training Organisations there is one singular, pervading purpose for existence. The delivery of core group training functions is the singular focus of their activities, all of which are subordinated to the achievement of that end. It is not possible to think of their other activities as being anything other than supports to the main game. These activities do not have their own separate existence and any return on performance is applied for the benefit of the core group training functions. 

Consequently this Association has to strongly support the continuation of the notion of a whole of organisation assessment and point out that the removal or denial of benefits as presently understood to apply to not-for-profit organisations on this basis would drastically affect the viability of Group Training Organisations. This applies not only to commonly accepted benefits such as income tax exemption and FBT rebate but also to specific requirements of not-for-profit status that attach to Commonwealth /State Government funding support to Group Training Organisations and approval to operate as a group training organisation under State Government legislation in Queensland.

The Association would also like to make clear that it does not object to transparency in financial management of core and supporting activities. Indeed, most Group Training Organisations already operate on an audited cost centre approach which clearly attributes financial outcomes to different elements within the organisation. However, we do not interpret this as the intent of the suggested activities approach which is essentially about classification rather than reporting. Our member organisations have already shown in practice that they are able to be accountable on an activities basis. 

In addition to the above, the managerial and administrative arrangements that would attach to the approval, ongoing conduct and reporting requirements that would inevitably be required for an activities-based classification arrangement would only serve to further divert precious resources away from the principal role of being a community service organisation. 

As well, we need to be mindful of presenting “one face” to the clients our members serve, the members of their communities. An activities basis of organisational classification would inevitably fragment the public persona and lead to members of the community dealing with different parts of the organisation pursuing their individual goals – a further undermining of the fundamental objectives of Group Training Organisations.

The abandonment of a holistic approach would lead to different activity areas being subjected to different regimes of legal and administrative treatment, as previously stated, and this would only serve to diffuse the focus of Group Training Organisations. Furthermore, it is appropriate to say that the complexity of trying to deliver core group training functions at the moment is such that many of our members are stretched to meet the various requirements placed upon them by Government and other institutions. To exacerbate that can only have one result.

The Association believes that there is an inherent flaw in trying to force community service organisations into a regulatory template more appropriate for sophisticated commercial business structures.

Summary

The existing definition of “community service not-for-profit”needs improvement as to wording and interpretation. 

There is a requirement for a process of “lifting the corporate veil” to go to the substance rather than just the form of organisations that might seek classification as “community service not-for-profit”. 

It is suggested that the emphasis should be on “community service” more so than “not-for-profit” but that both would be prerequisites to be met by organisations seeking whatever legal and administrative treatment might apply. This assumes that there is some value eg. by way of taxation treatment, as we understand it now, to being regarded as such an organisation.

The notion of “community service” could bear closer examination along with a definition of “community”.

The idea of “profit” needs to be considered in terms of its purpose and use.

Classification of community service not-for-profit, on the basis of this Association’s experience, should be on a whole of organisation basis rather than on activities as such.

Conclusion
The Association thanks the Committee for the opportunity to make a submission to the Inquiry and looks forward keenly to the progress of the Committee’s deliberations.
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