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The Implications of Current Social Expectations and Experiences for Defining Charities and Related Organisations

About the Association:

The Paraplegic and Quadriplegic Association of Queensland Inc. is a not-for-profit community-based organisation that provides a broad range of services and supports to its members and other people with a spinal disability across Queensland.  

The design, delivery and evaluation of the Association’s services and supports is member-driven, not service-driven, with supports being designed and delivered according to the needs and aspirations of members (in general) and of each person receiving support.  The Association is not a “bricks and mortar” provider - support and services are provided to people in their own homes and in their own local communities.  People receiving support are fully involved in the delivery and evaluation of services, with the Association entering into an array of direct accountability arrangements with individuals receiving support.

This has resulted in the range of services, support and training provided by the Association being relevant, contemporary and focused on the needs and aspirations of the individual.  This range of services and support include:

· personal care and lifestyle support in the individual’s own home;

· community advisory service (on health care and lifestyle issues);

· support for individuals in open employment settings;

· support of (locally based) member networks;

· support of peer support groups;

· an equipment loan service;

· advocacy for members (individuals and as a whole) on a range of lifestyle, access, community and legal issues – at local and State levels;

· an advisory service on “access” issues;

· spinal injury prevention education programs;

· an information service utilised by members, other people with a disability, other community organisations, Government, health professionals and the general public; and

· provision of nationally accredited and other tailored training programs.

The Association is proud of its reputation - with members, other people who access its services and within the disability sector, Government and general community - for:

· providing high quality and contemporary services and support;

· being directly and openly accountable to the people who access its services and support; and

· taking a proactive and high profile on disability issues, with its clear focus being on the needs and aspirations of its members and other people with a disability. 

The Association is dependent on Commonwealth and Queensland State Government funding for some 48% of its income.  The remainder is sourced from fund-raising activities, donations, fee-for-service work and other grants.  Government funding grants are provided for specific purpose services, rather than to purely “support the activities” of the Association.

The Social and Economic Environment:
Historically, Governments, of all political persuasion, essentially subsidised the “good works” undertaken by community-based charitable organisations for particular groups of people in the community - in the Association’s case, people with spinal disability.  This policy sat relatively comfortably with a “bricks and mortar” approach to providing services for groups of people, who were largely faceless and unknown to Government.  

Over the past decade, however, both Commonwealth and State Governments have taken an active role in identifying individuals and groups who need support under funding programs and within the policy frameworks of the Government of the day.   Additionally, Government is playing an increasing role in actively prioritising “who” should have immediate access to available funding for services and support.  This has the effect of clearly identifying individuals and groups of people as “clients” of Government.  

The intent is that Government then, in turn, funds packages of support for those individuals/groups from a range of service providers, “nominated” by the individual/group.  The Association considers this a very positive move forward in the provision of support to people with a disability – shifting the focus clearly to the individual in need rather than the provider of services. 

However, this also has the impact of restricting the purposes for which Government funding can be used.  This means that community-based organisations are today more reliant on the raising of income from other sources to:

· “top up” the Government funding subsidy for specific services to individuals; and

· provide the other supports and services (not funded by Government) required to meet the needs of their constituency.

At the same time, the capacity of the community sector (including this Association) to raise revenue has declined steadily over the past decade.  Despite the rhetoric, Australia does not have a strong tradition of philanthropic activity nor of ongoing or significant corporate support for the community sector.  The level of public donations to community based organisations continues to decline.  The wholesale entry of gaming machines into hotels and clubs (from which Government receives considerable revenue) and Government directly entering the lottery market, has had a significant impact on the revenue obtained from the traditional “Art Union” and other fund-raising activities of many community-based charitable organisations.

These two competing realities mean that the number of community-based organisations facing major viability concerns is increasing each year.  This Association has faced major viability concerns over the past five years and embarked on a campaign to increase its internal efficiency and effectiveness, while retaining the highest quality standards in service provision.  While this has proven successful, the Association is dependent on the taxation and other benefits afforded it as a Public Benevolent Institution (PBI) to remain viable into the future.  The loss of taxation and other benefits will mean a significant shortfall in available funds and hence services.  Wholesale changes in taxation, such as the recent Tax Reform, have and continue to cost the Association significantly and will result in lost services.

Should Definitions be based on the Purpose or Nature of Activities of Organisations?

The Association argues strongly that any definitions, which play a part in determining a “special status” for charitable and related organisations should be based on the overall purpose of activities undertaken by an organisation.

Basing definitions on the individual nature of an organisation’s activities would seem to be driven by a priority to protect (taxation) revenues.  While, on one hand, this particular focus (protection of taxation revenues) would appear to minimise Government outlays, its application in the determination of special status for charitable and related organisations would have the impact of reducing the viability of community organisations.  In turn, this would in all probability result in Government being required to invest more heavily in funding the community sector, in order to meet its own policy objectives.

As highlighted in the Prime Minister’s media statement on the Inquiry, a sustainable and viable community sector plays a vital role in the Australian community and is recognised by Government as an important partner in delivering many of the Government’s policy objectives.

For example, in order to broaden the income base of the Association, it now undertakes some fee-for-service activities.  There are two crucial points to consider about these activities:

· firstly, any surpluses generated from these fee-for-service activities are used to supplement Government funding subsidies and fund the additional range of services and supports (not funded by Government) that the Association provides to people with a spinal disability in Queensland; and

· secondly, the fee-for-service work undertaken by the Association is entirely consistent with its core funded service activities and falls within the values and mission of the Association.

As such, these fee-for-service activities, are entirely consistent with the overall purpose (vision, values and mission) of activities undertaken by the Association and, in fact, reduce the Association’s reliance on Government funding to deliver the current level of support and services.  If the surpluses generated by these fee-for-service activities were eroded (through losing “special status”), the result would be that either:

· additional Government funding would be required to maintain the levels of support and services provided by the Association; or

· those levels of support and services would need to be reduced (in order for the Association to remain viable), which in turn, would result in an additional unmet need for support and greater community pressure on Government to address those needs.

This being said, the Association also believes that checks and balances are required to ensure that the special status and benefits accorded to charitable and related organisations are not abused.

Definitions of charities and related organisations used in Australia and a System of Regulation

The Issues Paper rightly identifies that the systems and processes relating to the evolution and clarification of the definitions of charities and related organisations are too complex, outdated and have the potential to be compromised.

This Association supports the argument put forward by the Australian Council of Social Services (ACOSS) and a number of other bodies that the main purpose of the above “system” should be to confer special status on organisations who conduct activities “for the public good”. 

The objectives of any such system should be to:

· support appropriate organisations through a range of income and transaction tax exemptions and concessions;

· encourage corporate sponsorship and private donations to appropriate organisations (eg. through tax incentives);

· confer a special status to appropriate organisations to attract public support;

· ensure that these organisations devote their resources appropriately towards activities “for the public good”, thus sustaining public confidence; 

· provide the greatest support to those organisations who assist the most disadvantaged people; and

· ensure that the processes of conferring a “special status” are fair, transparent and equitable.

As mentioned, there are clear difficulties with the existing classifications and definitions for charitable and related organisations in Australia.  

· Many of the requirements in definitions – such as “…to arouse pity or compassion in the community..” are clearly obsolete and out of step with contemporary policies and practices of community sector organisations and Government policies and initiatives.

· The system of classifying types of charitable and related organisations does not seem to be well integrated.  As an example it would seem sensible that PBI’s should be a subset of “Charities” – this is clearly not the case.

· Organisations that focus on supporting self-help, or preventative/early intervention approaches, or that provide advocacy support (not political lobbying) have difficulty obtaining the status of a Charity or PBI, despite these being generally accepted as contemporary approaches to achieving good outcomes for disadvantaged groups, the broader community and Government. 

· The current definitions seem to rely too heavily on the detail of how an organisation achieves its aims - rather than on the purpose of the activities of the organisation itself, as discussed previously.

· There is little transparency in decision-making about conferring special status to organisations, leading to confusion and seemingly inconsistent decisions.

· The Australian Taxation Office (ATO) has, by default, assumed a quasi-regulatory role  – placing its role to “protect revenue” at odds with a role to ensure a sustainable and appropriate “charitable” service sector.  The ATO has limited knowledge of, or ability to understand, the roles and responsibilities of Charities due to its differing role in the community and its low level of contact with charitable organisations and the services they provide.

A System for Regulation:

As put forward in detail by Senator John Woodley, Professor Myles McGregor-Lowndes and ACOSS, this Association supports the argument that the structures and processes used in the United Kingdom to refine and regulate the definition and determination of charitable and related organisations are applicable in the Australian context.

There would seem to be considerable benefit in the establishment of an independent body whose sole purpose was to oversee matters in relation to charities.  As we understand it, the (UK) Charities Commission has four major functions, to:

· oversee the regulation of charities;

· give Charity Trustees support and advice in general and, in particular cases, to provide constitutional advice;

· promote high standards of administration within charities; and

· deal with cases of abuse and mismanagement within charities.

It would seem that the establishment of such a body with the purposes stated above is likely to have the general support of the community sector in Australia and Government funding programs - both State and Commonwealth - because of the independence, clarity and certainty provided by such a body.

Conclusion

Through this Inquiry, the Government has a unique opportunity to:

· bring the classifications and definitions of charitable and related organisations into the 21st century and match them to contemporary community sector practices and social policies;

· introduce a system of regulation that will ensure the appropriate use of the special status conferred on relevant organisations; and

· establish an independent body (similar to that operating in the United Kingdom) to administer this system of regulation (and determination), ensure the continued relevance of definitions and take the pressure off the Australian Taxation Office of taking on such a role by default (and at odds with its primary purpose).

As the Issues Paper itself notes, Government is increasingly dependent on a strong and sustainable community sector to deliver a broad range of support services.  It is clear that there has been a significant reduction in direct Government service provision over the past fifteen years with the community sector having picked up the vast majority of these services.  As discussed in the above response, during this same period the financial pressures on community sector organisations have grown in intensity and frequency.  

This Association believes that Government would be taking a retrograde step by either:

· not taking the opportunity for reform; or 

· developing restrictive definitions and systems that would weaken the capacity of the community sector to deliver;

…rather than promoting the consolidation of a strong and sustainable community sector.  A community sector, which operates in partnership with Government, and can attract the support of the general community and corporate sector in assisting those people most disadvantaged in society and in preventing disadvantage in the first place.
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