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EXECUTIVE SUMMARY

AFS Australia is a non‑profit student exchange organisation, which started operations globally in 1947, and has been active in Australia since 1959.

AFS Australia is an Australian company, with clear non‑profit characteristics defined in our Articles, and holding status as a registered charity in NSW.
AFS is a volunteer organisation. Our extensive hosting and sending programs are delivered by local volunteer groups in communities all over Australia, and around the world.

The organisation is governed by a volunteer Board, and has a consistent and deliberate volunteer development strategy.

At the same time the organisation is in many characteristics a business, in that it needs to efficiently and effectively generate income from its programs and fundraising to meet its operating costs, and invest in the future growth of our programs.

AFS is well aware of the tension between being an efficient and effective business, and an association or membership based organisation. For this reason AFS focuses on itself as a values driven organisation.
For over 20 years AFS has built an extensive program of partnerships with the Australian business community, w1iich in many ways model the partnerships between business and community currently being promoted as a part of a wider social conversation around the nature of the third sector.

The not‑for‑profit and charitable status of AFS has importance in terms of the organisations understanding of itself, as well as practical taxation benefits, and the potential to support additional fundraising; streams in the future.

The not‑for‑profit status of AFS and other organisations in the student exchange industry particularly impacts the organisation in relation to the government regulatory environment within which we operate. As governments have aggressively gone into an Australian education export industry, the prior existence of a 'competing' not‑for‑profit sector is strongly controlled by government regulation. Not‑for‑profit status is central to that process.

AFS believes that future definitions of charitable not‑for‑profit organisations should reflect a more complex range of measures, given that many such organisations like AFS are required to compete in a more competitive marketplace, which means they have more 'business‑ like' characteristics. The definition should therefore reflect that reality.

The definition of charitable not‑for‑profit organisations should include a weighted mix of purpose and spread of benefits, and the type of inputs made to the organisation as they contribute to the organisation's purpose, which should accord with the current charitable status definition.

AFS contends that as charitable not‑for‑profit organisations are increasingly required to compete in a more complex marketplace, against organisations which exist for profit or are government funded, the definition of an organisation as a charitable not‑for‑profit should also carry with it counter‑balancing privileges.

While some such privileges already exist, (taxation treatment etc) AFS contends they should be expanded to include tax deductibility of donations to registered charitable not‑for‑profit organisations.
The submission includes some examples of the treatment of not‑for‑profit organisations collected through AFS Partners in other parts of the globe.

Constitutional Basis

The Constitution of AFS Intercultural Programs, Australia states that "The income and property of the Company whencesoever derived shall be applied solely towards the promotion of the objects of the Company as set forth in the Memorandum of Association and no portion thereof shall be paid or transferred directly or indirectly by way of dividend bonus or otherwise howsoever byway of profit to the members of the Company

The objectives of the company include: ‑ To promote peace by stimulating an awareness of mankind's common humanity both between and within nations, by encouraging a wider understanding of the diverse cultural, social and physical environments which make up world society and by reducing the effect on international relations of social injustices between nations and within nations. ‑ To promote international friendship and understanding by encouraging:

a)

families and institutions to provide facilities for students from other countries to

live in Australia and acquire a better understanding of its people and its cultural,

social and physical environment; and

b)

Australian students to visit other countries and acquire a better understanding of



the people of that country and its cultural, social and physical environment.

‑

To stimulate an awareness of social and cultural differences within Australia by



encouraging:


a)

families and institutions to provide facilities for students from diverse cultural and



social backgrounds to acquire a better understanding of the diversity of the



national environment; and


b) 
students to take advantage of these facilities.

We are registered as a company limited by guarantee under section 151 of the Corporations Act which means that AFS is recognised as pursuing charitable purposes only and applying its income in promoting those purposes; that it does not make distributions to its members or pay its directors; and requires the directors to approve all other payments the company makes to directors.

AFS is also registered in New South Wales under the Charitable Fundraising Act 1991 to fundraise for charitable purposes.

Mapping AFS
The mission statement of AFS Australia is

AFS is an international volunteer organisation that provides

intercultural learning opportunities, helping people develop the

knowledge, skills, understanding and bonds

needed to create a more just and peaceful world

Our mission is achieved through the provision of a range of student exchange programs, ranging from a few weeks to a year in duration. Our programs are both for hosting and sending.

AFS commenced life as the American Field Service, a volunteer ambulance service funded during World War 1. An ambulance service was again established in World War II and served with the Allied Forces in a number of theatres of the war.

In 1947, the World War II ambulance drivers met in New York, and determined to establish a student exchange organisation. From that beginning, AFS exchange programs now extend to a network of 54 independent but interdependent partner organisations, operating around the globe. The activities of those independent partners are supported by an international co​ordinatmg agency located 'in New York

From its inception in World War I until its current activities, some central tenants run through AFS activities: ‑ It began as a volunteer organisation and remains a volunteer organisation. ‑ Its activities were, and are, centred around ideals of service and of creating understanding through learning about the differences amongst the peoples of the world. ‑ The organisation was based on fundraising, and retains fundraising as a key aspect of its work

AFS began operations in Australia *in 1959, and is currently amongst the top four partners the AFS global network During 2000 we will have 675 students from 30 countries hosted here, and have sent 440 students to 41 countries on intercultural learning programs.

AFS Australia is governed by a volunteer Board, elected by the members of the organisation, who are the representatives of our local community AFS groups. The Board also includes nominated members, to ensure representation of younger people in our network and to bring to the Board expertise that is considered to add strength, sl6l and knowledge to the elected Board Members.

The AFS Australia volunteer network currently has 906 office holders, and an estimated further 2‑3 volunteers for each of those office holders. Based on $15 per hour, we estimate that the annual equivalent monetary value of the contributions made by our volunteers to our work is approximately $3.5 million.

AFS programs are delivered through 106 local community groups spread around Australia. For most people involved in AFS, this local experience is AFS. In these local groups, volunteers find, select and support the student participants who take part in our programs. They also find, select and support the host families who provide intercultural learning opportunities for young people coming to Australia.

The overwhelming majority of AFS students are enrolled in their local high school, and participate in the everyday lives of their host family, their community and their school. Through these experiences the cultural values these young people hold come into in‑depth contact with the cultural values held by Australians. The result is a re‑evaluation by all involved of their own values and cultural mores resulting in a much deeper understanding and acceptance of their own views and those held by others.

Perhaps the most common phrase used by program participants to explain the outcome of this process is that 'it changed my life'. Over 40 years of experience and our systematic research with program participants tells us that the outcomes of this intercultural learning program become a fundamental touchstone for the remainder of the person's life. Many of our program participants retain fife‑long contacts with their host families.

Over 11,000 young Australians have travelled overseas on our programs during our period of existence. Tens of thousands more have been participants by being host families, or volunteers and schools involved in our programs.

In recent years AFS Australia has been working to reconnect with our Alurnni, and we currently have 8,000 records of past program participants. We are in active communication with those people, ensuring that the AFS experience is a lifelong experience and that we reconnect with them in ways which help to build the AFS community, and to contribute to the wider community through this network

'Me operations of our volunteer network around the country are supported by the National Service Centre. 26 employees work on a range of aspects of our business 'including: ‑ volunteer development; ‑ client services; ‑ marketing and communication; ‑ organisational infrastructure; and ‑ corporate and community relations.

AFS works to position itself as a strategic thinking and acting organisation. Our vision of success is to be:

Australia's preliminary intercultural learning organisation, widely known for.

• challenging and rewarding programs;

• 5uality preparation and support;

• impeccable customer service;

• best practice volunteering; and

• a powerful network of partnerships across the community.
AFS strongly believes that not‑for‑profit organisations which are based in the commitment of their people ‑ very much the case with AFS ‑ should be the best managed organisations. To that end, we are continuously engaged in balancing the needs of the organisation as a business, particularly in a challenging and competitive marketplace, and the needs of our volunteers to be involved in an association or commitment driven organisation.
As part of that challenge, we constantly focus on being a values driven organisation, defining our values as:

We value:

Learning

‑ adaptability and responsiveness;


‑ leadership and personal skill development;


‑ challenge, risk and growd‑4 and


‑ learning in a social context.

Relationships
‑ AFS as a community, in the community,


‑ interdependence, trust and respect;


‑ networks and partnerships; and


‑ tolerance and understanding.

Diversity
‑ of volunteers and staff, participants and destinations.

Service
‑ professional and competent;


‑ responsible and committed;

‑ supportive of customers (inbound and outbound students, sending and



host families), partners (corporate sponsors, schools, partner offices and



other community alliances) and volunteers; and


‑ modem and relevant to today's world.

AFS generates its income from program activities, and various fundraising programs. The bulk of our income is generated by the payments made by either the parents of program participants, or various corporate sponsors of participants. Funds are also received from partners overseas when students are hosted within Australia.

For over 20 years AFS Australia has developed and run one of Australia's most extensive programs connecting the work of a not‑for‑profit organisation with the corporate sector. Over 40 of Australias leading companies provide scholarship opportunities, usually‑for the children of their employees. These relationships are serviced by our Corporate and Community Relations Team, and generated $1,031,500 in income in 2000.

The relationships extend beyond an annual basis, and often involve a range of services and activities. The Commonwealth Bank, for example provides 5 scholarships for the children of its employees, advertises the availability of those scho1arsl‑:iips on its internal video network, and has provided a range of other services and advice to AFS, including assistance with staff development activities and networking in the business community
Funds raised from the corporate sector are added to funds generated from within our network and provided by AFS Australia itself, to create the AFS Scholarship Fund. In 2000 approximately one third of our participants received a scholarship which reduced the cost of their participation.

In 2001 we will be introducing an Alumnii Fundraising Scheme, in part to boost the size of the scholarship fund to facilitate the involvement of a wider audience of young Australian in our programs.

AFSs extensive experience and success in building and maintaining these relationships between a community based organisation and Australia's business sector have been recognised by an initial involvement in the Business Community Partnership established by the Federal Government. We are hoping to expand our involvement in this program during 2001.

Our current not‑for‑profit and charitable status are central to our successful activities from a number of points of view. ‑ they underpin our fundraising activities, particularly in local communities; ‑ they allow us to package our salaries, particularly for our management team, assisting us to attract and retain high quality staff; ‑ they provide exemption from income tax; and ‑ they are fundamental to our place in the government regulatory regime we work in, which is addressed in more detail below.

Our status as a not‑for‑profit organisation is also fundamental to our identification of our place or sense of 'self' in the wider community. We do not receive funding from government, other than for specified programs we are running on a contractual basis. But neither are we a fully fledged business as we do not pay dividends or profits to any shareholder. AFS has been working to establish an enhanced sense of identity within the third or not‑for‑profit sector of the economy, as part of the wider debate about civil society.

In terms of mapping the remainder of the not‑for‑profit student exchange industry, AFS is not aware of any comprehensive information which indicates the extent of such organisations in this industry. However, we are aware that Rotary provides a significant exchange program approximately equivalent in size to our own, that Youth For Understanding (YT" operate a smaller prograrn, and that there are then a number of agencies of a not‑for‑profit nature operating smaller programs. There are, however, also a number of organisations which are the not‑for‑profit arm of a for profit organisation.
AFS'S CURRENT SOCIAL AND ECONOMIC ENVIRONMENT

AFS began high school student exchange programs around the world, and in Australia in 1959. Until the early 1970's, the American Field Service remained the predominant organisation involved *in this area. It was until that time an organisation which sent students to the United States.

From the mid 70's onwards AFS became a multi‑lateral program. Now exchange operations between countries other than the United States are the predominant business of the Organisation globally. For AFS, Australia, for example, the largest volume of our business is with AFS Japan.

During the 1980's and the 90's, the marketplace with which AFS Australia operates became remarkably more diverse and competitive. A number of other organisations have commenced programs, some claiming not‑for‑profit status, w1‑iile others are clearly for‑profit organisations. As stated above, there is no current comprehensive picture of the not‑for‑profit student exchange marketplace, although AFS is undertaking research in this area during 2001.

Beginning in the early 1980's, Australian governments pursued the aggressive growth of an education export industry. These activities are substantially delivered in the state education departments, and supported by the Australian Education International. This agency of the Federal Government exists to promote awareness of educational opportunities in Australia in countries around the world.

The drive by successive Australian Governments has been quite successful. Vifle in 1986 there were only 7,000 foreign students in Australia, by 1998 this had grown to 147,000 foreign students. The education export industry *is now a multi billion dollar earner for the Australian Government, and amongst organisations involved in this activity around the globe, Australia has the reputation as one of the most aggressive and successful players.

Many education systems and individual schools are now organising what are usually short term programs, in which a group of students visit a sister school or a language institute in another country. These programs do not usually include any in‑depth immersion in the other culture, such as living with a host family, but are more of the nature of an expanded group travel opportunity.

The aggressive growth of these government backed operations 'is creating an enormous dilemma for the not‑for‑profit sector of the market. As will be seen from the start date of AFS, not‑for‑profit exchange programs existed in Australian schools well before tile Federal Government decision to move into the market. Given that the government drive is a profit ‑making one, the costs to a potential participant on a government run exchange program are considerably greater than those for a similar participant from a given country, coming to Australia on a not‑for‑profit program.
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In order that the not‑for‑profit sector not 'undermine' the profitability of the for‑profit sector,

in the early 1980's regulations were developed to control the operations of the not‑for‑profit
sector. These regulations include:

‑

not‑for‑profit organisations are required to be registered with the relevant authorities;
‑

through the issuing of student visas, strict guidelines are imposed to ensure that no more


students are hosted in Australian schools than are sent on programs by not‑for‑profit

organisations;
‑

not‑for‑profit organisations are required to report their activities to the regulatory agencies;


and

‑

the regulatory agencies from time to time change the rules under which they win allow


visas to be issued, thereby impacting the programs operated by the not‑for‑profit sector.

At this time, the regulatory agencies involved in controlling the not‑for‑profit sector are state education departments. Given that these same departments ‑ and sometimes even the same individuals ‑ are involved in aggressively growing government funded hosting programs, and creating sending programs, AFS believes there is a conflict of inter‑est.

Whilst acknowledging that this issue is outside the brief of the current inquiry, it *is mentioned here as an example of an area where a changing social context is creating challenges for a not​for‑profit Organisation.

AFS has commenced a process in partnership with Rotary to seek changes to the operation of this regulatory regime.

Other social and economic factors are also impacting our attribute, purpose and behaviour' as

an organisation. Some of these include:

‑

changing attitudes in the Australian community towards volunteering, making it more


challenging to attract and retain volunteers;

‑

the development of a more consumer oriented society, making it harder to meet consumer


demands for our products;

‑

changing experiences for young people, meaning that many more of our potential


participants have already had international travel experience; and

‑

the impact of new technologies, creating competing virtual experiences and new


,entertainment' options for young people, and placing pressure on our business processes.

To respond to these challenges, AFS is working to become a more strategic 'business‑like' organisation. 1his in turn places pressure on the association or volunteer based component of our activities, bringing the potential tension within our values into play.

In that context, the existence of a sense of ourselves as a not‑for‑profit organisation which provides efficient and effective services to program participants is quite critical. We believe this complexity needs to be reflected in the definitions of nor‑for‑profit, which we address further in the submission.

AFS Australia's leadership is also acutely conscious of wider debates about the notion of a civil society. The very reason for our existence supports the ideas being elaborated in that theoretical debate. We are already a model of the type of organisation that appears to be increasingly supported by government policy, balancing our involvement in local communities with our effectiveness *in the business of delivering various services.

A crucial element of our strategy for survival is the development of the health of our local volunteer network In this work, we see ourselves building community within AFS, and developing skills, knowledge and leadership capabilities amongst individual volunteers, which are then transferred to other aspects of their local community.
Another consistent theme of our work is developing leadership capacity. We have an established training program for our volunteers, with a particular focus on building the leadership skills of the chairs of our local groups, and the regional element of v6lunteers. We also have a deliberate induction and leaders1iip development program for our Board.

We are currently pursuing funds to establish a Youth Leadership Program, aimed at providing additional skills for our young returnees both to boost the quality of the AFS network and to provide them as individuals with skills that are transferable to other parts of their lives.

As outlined above, we have an extensive and long running program of involvement with bus mess in providing scholarships to participate in our programs. As we now move to the internet as our keys ervice delivery vehicle, we are also beginning to find ways to develop new online communities (see www.afs.org.au).
AFS is also seeking to re‑assert the importance of fundraising within our activities. We are doing this by. ‑ providing potential program participants with additional information about raising funds for their own activities; ‑ developing better fundraising policies and approaches for our volunteer network, who currently raise thousands of dollars to support program participants, particularly in meeting the increased costs of hosting as user pays policies are implemented in school systems; ‑ developing an Alumni fundraising program for introduction in 2001 as an annual contribution to AFS; and

‑
seeking tax deductibility in order to boost our current fundraising activities, allowing us to generate new funds from wider audiences.

The major relevance of our charitable status currently relates to the fundraising activities undertaken by our volunteers in local community groups in NSW. This authority enables the local groups to run raffles etc as long as certain rules are observed including what portion can be spent on prizes, and how the funds are accounted for.

AFS does not currently experience any requirements to define ourselves differently for different agencies or jurisdictions. However, due to the regulatory environment outlined above, our definition as a not‑for‑profit organisation within our industry imposes considerable constraints on the way which we can provide services. AFS believes that these constraints are not so much due to our status as a not‑for‑profit organisation as they are due to the direction of the Australian government sponsored international education export industry

Due to the importance of our not‑for‑profit status to our organisational understanding of our place in the ‑wider community and various aspects of our business processes, we do not seek to have our status changed to address the regulatory issues, but rather to have the regulations around the future growth of the education export industry and our place in it systematically revised.

DEFININGTHE NOT‑FOR‑PROFIT SECTOR
In this submission AFS has already outlined the basis of our current legal standing, and indicated that our charitable status is particularly relevant to our current and potentially future fundraising activities.

In reference to the existing definition of charity outlined at point 18 in the Committee's paper, AFS sees itself as being involved in both the advancement of education and the general area entitled 'other purposes beneficial to the community'.

Intercultural learning is an established body of education theory, support by an international theoretical literature. Both this theoretical discussion and our practical experience over a long period of time and with many thousands of participants, indicates that AFS experiences are very much a part of the advancement of education.

In addition to those processes, we also have an extensive training program delivered for our volunteers, which is delivered by professionally qualified trainers, utilising a common national curriculum. AFS also has extensive linkages with schools, and is currently planning to expand on the nature of those relationships.

AFS believes that it is important that future definitions of the sector within which we operate distinguish between not‑for‑profit organisations and charitable not‑for‑profit organisations. We contend that sporting clubs and industry associations are different from groups which have a clear charitable purpose such as community service, education etc as currently defined.

As a result of societal changes such as those outlined above, many not‑for‑profit organisations, particularly in the charitable not‑for‑profit classification, must now behave much more commercially and present a mix of products and activities to their constituency (or marketplace ‑ whether it be a church or an AFS program). We believe the procedures for classifying an organisation in the charitable not‑for‑profit category must be more complex and able to look beneath the daily activities of the organisation, to reflect that changing reality.

As illustrated in the Enquiries distinction between an organisation's purpose and the nature of its activities, AFS believes that with the changing role of the not‑for‑profit sector (as illustrated by our own realities) there is the potential for the need for not‑for‑profit organisations such as AFS to act more like a business, leading to the conclusion that the organisation is in some way no longer a not‑for‑profit agency.

AFS therefore contends that the definitional test to be classified as a charitable not‑for‑profit organisation should encompass a weighted mix of purpose and spread of benefits ‑ money, learning, experience, wider returns ‑ and the type of inputs made to the organisation, all looked at objectively. For example, who benefits directly or indirectly, how does this balance with their inputs such as volunteering, and how does the total activity contribute to the purpose, which itself should accord with the current charitable status definition?

The marketplace reality that AFS experiences as outlined above, means that a charitable not​for‑profit organisation such as AFS is competing to achieve its purpose (recognised as a community service) against some for‑profit organisations where the benefits extend to shareholders, and some (man)) government based organisations such as education departments, schools and universities which have quite different financial characteristics.
In recognition of this competitive reality, AFS contends that the classification of an organisation as a charitable not‑for‑profit should carry with it counter‑balancing privileges as already occurs to some degree. These privileges would include areas such as those mentioned above which currently apply to AFS Australia's business.

AFS further contends that the privileges available to an organisation classified as a charitable not‑for‑profit on the basis of a weighted of factors as outlined above, should also include tax deductibility of donations.  This would provide an incentive to boost fundraising, and more clearly identify the organisation as based in its community, and generating resources in a manner consistent with its charitable status.

NOT‑ FOR‑ PROFIT DE FINITIONS FROM OTHE R PARTS OF THE WORLD

AFS sought advice and feedback from other Partners within our global network in relation to these definitions, and received the following which may be of interest or relevance to the enquiry. ‑ AFS Japan indicated that Article 34 of their civil code defines an incorporated association and an incorporated foundation for public welfare as not for profit, and provides for tax exemption. AFS Japan is granted this status through their Ministry of Education, and any donation of more than 10,000 Yen to bodies with such approval is eligible for tax deductibility. ‑ 'Me Japanese tax law clearly defines associations and foundations which have tax deductible status, with eligibility being for any association or foundation incorporated by law to promote education and science, enhancement of culture, and enhancement of public benefits. ‑ In addition, reference *is made to a recent Japanese law known as the "law to promote specified non‑profit activities" taking effect at March 1998. This law specifies 12 areas which define organisations eligible for similar tax deductible status. (No further details are available). ‑ AFS Japan also referred us to world wide compar‑able studies on not‑for‑profit activities undertaken by Georgetown University, and accessible through the following URL:
http://www.georgetown.edu/ (Vi

Hodgkinson, Ph. D, Research Professor of Public eg,
Policy, Georgetown University
‑
AFS Netherlands indicated that 'in their context the legal format of an organisation or its by laws are not decisive as to whether it is regarded as a charitable organisation. What counts as vital is the nature of the marketplace within which the organisation operates.

If an organisation is seeking charitable status and the taxation authority does not agree whether the market they are operating within is a competitive one, a judge may become involved to determine the nature of that marketplace. In that case the judge would assess the actual activities run by the organisation, what their goals are in addressing them and what the nature of the market 'is within which they operate. 

A charitable organisation can request tax deductible status, providing facilities w1iich allow gifts to the organisation to be seen as non‑taxable income by the person giving the gift. Charitable organisations are also eligible for a tax deduction in that they can be exempted from paying large taxes on total sales. In the case of AFS Netherlands this would involve an additional value added tax of 20% being added to their programs. 

AFS Netherlands has achieved registered charitable status based on the combination of its legal or constitutional format, its volunteer network its work in hosting programs and with schools, and the diversity of participants within AFS programs. AFS Netherlands notes that if it were to enter into commercial activities this would place a risk against the operation of the whole organisation. 

AFS Canada advises that in that Jurisdiction there is the distinction between not‑for‑profit and charitable status. A not‑for‑profit organisation is basically a corporation where stakeholders do not benefit financially. A charitable organisation is one that has a mission to provide a quantifiable and measurable service to the community, and must be able to demonstrate that it has the support of the community to be given such a status. It must also demonstrate that it's decision making is entirely within the hands of Canadians. AFS Canada comments that obtaining charitable status is strictly enforced because a charitable organisation can issue official receipts for income tax deductibility. The ability to issue such receipts is the major reason why an organisation would wish to have charitable status, because extensive government auditing is required once that status is achieved. 

AFS Honduras indicated that within their legal context, obtaining not‑for‑profit status requires the organisation to be registered as an association or a foundation ‑ not an organisation, franchise or other term that suggests embarking on for‑profit activity. 

The main characteristic of a not‑for‑profit in the Honduran context is that the funds win never be divided among the members of the association. To be eligible for the status the articles of the organisation must clearly state that in the case of closure of operations the funds would be used to pay all outstanding debts and the remaining funds if any would be donated to a not‑for‑profit or charitable organisation with a similar mission.

