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THE YWCA OF SYDNEY’S RESPONSE TO 

“INQUIRY INTO THE DEFINITION OF CHARITIES AND RELATED ORGANISATIONS” 

ISSUES PAPER

THE YWCA OF SYDNEY IS A PUBLIC BENEVOLENT INSTITUTION AND THEREFORE WILL COMMENT ONLY ON THIS DEFINITION.

PUBLIC BENEVOLENT INSTITUTION DEFINITION

The need to inquire into the current environment to establish appropriate definitions is critical, as the social, political and economic tapestry changes.  So, let us firstly deal with the economic implications and ignore the defining attributes of those organisations on which it impacts, because the importance of this debate is one of survival to organisations, whose purpose is to develop social capital and balance out inequities in society.   

The first question to be asked is: Why is there a need for definitions for those groups/ associations/ companies which operate in an economy with a purpose other than to create a profit for a person or persons.   There would be no need for a definition, if the lack of one in our current system did not have an economic and legal implication or cost.  

DEFINITION DETERMINES VIABILITY

The financial reality hinges on the legal status with regard to a range of exemptions from taxation and special gift deductibility.   Why was this special position given to some organisations, historically?

One can only assume that it was a practical way to help redistribute wealth with no administrative costs, as well as providing benefits to encourage philanthropy.  Taxation has, as one of its purposes, to redistribute wealth through income payments, housing healthcare etc.  By giving this range of tax exemptions it enlarged the capability of the beneficiary organisations to carry out their purpose, thereby reducing the call upon government resources.

TAX DEDUCTIBILITY LOW RISK BUT BENEFICIAL FOR SOCIETY

Regardless of the changes in the environment, this simple and practical minimal cost method is very valuable to the organisations which have this status and holds little risk for society, as no person can receive a financial gain from a not for profit, other than wages for work performed.

However, why should society deem some groups/ associations/ companies exempt from this range of taxes and be able to give a deductible gift receipts to donors?

1. 
Are they carrying out something which would be a cost to society and would be paid for by society through some other means?  eg. A cost saving (as in preventative programs which reduce criminal activity, drug and alcohol use, child abuse etc.), a provision of service for disadvantaged people (such as housing, food, healthcare, counselling, education, training and help with access to employment).

2.
Are they Not For Profit?  Do all resources go towards achieving the purpose of the organisation (and no one gets personal financial gains from its activities, other than wages).

3. 
Is the purpose of the organisation for public good?  Does it seek to benefit or develop the potential of a disadvantaged segment or segments of the population, will it develop social capital?.

These are the critical questions to ask and they give a basis for definition.  

THE CHARITABLE SECTOR IS PROFESSIONAL & BUSINESSLIKE

This “third sector” or civil society is playing a significant role and it is gaining in professional and business acumen at an accelerating rate.  It is now operating in an environment (as mentioned in the discussion paper) of competitive tendering, to deliver government funded services.  It understands accountability, both financial and for deliverable outcomes.

However, while increasingly the government expects this “third sector” to operate as businesses in an open market and meet predetermined economic conditions, it expects the organisations to contribute often 20% or more of the cost of the program itself.  This is like requiring a company delivering an infrastructure project such as building a bridge, to contribute 20% of the cost.  This sounds so ridiculous that no one could imagine it and yet in the so called “third sector” these organisations or companies which are not for profit and therefore the least able to contribute, are the ones forced to do so.  

The result is that the smaller, less resourced community based organisations are going to the wall.

Therefore, the sector is being pushed to operate as economic entities in a sector not based on economic profits.  The organisation therefore needs to leverage every possible dollar from the public in order to find the 20%.  The only way to attract these donations and support is to offer the gift tax deductibility.

Given this current environment, and the role played by this sector in maintaining some balance in society, the definition should be based on the purpose or mission, as that is what drives the organisation.  The means to achieve that mission is secondary for the purpose of definition.  To begin a convoluted method of judging a program or activity as being commercial or non-commercial will only create a nightmare and costly processes both for Public Benevolent Institutions (PBIs) and the government.  

The major point in the current PBI definition is direct relief however all PBIs carry out much more than just direct relief.  Providing direct relief is not enough and will not attack the root causes of poverty and disadvantage.  PBIs would all feel that prevention and early intervention is imperative if we are to address  the inequities and distress in our society.  Therefore most PBIs extend their purpose to include a vision of addressing the causes.  

Therefore, while the YWCA would support the current PBI definition as appropriate, it believes it should be enhanced to include a reference to preventative measures in relation to poverty and distress.   Obviously direct relief is still necessary and may be part of a new definition of PBIs but not the only criteria.

If as stated earlier, the only real need for definition is the economic impact of having or not having PBI status, is this yet another attempt at attacking the PBI’s with a view to reducing or abandoning the current tax concessions?

It is my strongly held belief that the Government and society should expect this sector wherever possible to create income to carry out its purpose.

This should be encouraged and aided in three ways:

1.
By the continuation of current exemptions

2.
To generate income through any commercial activity it has the skill to do and where those activities are used to fund further charitable purposes

3.
To raise funds through partnerships with “for profit” companies and donations generally.

In this way, this sector can be more effective, less dependent and a receiver of charity itself and be a respected professional partner in generating improved social conditions for all individuals in society.

The YWCA of Sydney is a Public Benevolent Institution and the value of this classification is enormous and is therefore relevant.  It enables the YWCA to be generally self supporting and carry out a large range of programs and services, without it the YWCA would not be able to do its work.   We see the sector carrying out in partnership with government the society’s wishes with regard to service provision.

In conclusion, The YWCA of Sydney would support the current definition as appropriate, but it could be enhanced to include a reference to preventative measures in relation to poverty, distress and disadvantage.  The definition for Public Benevolent Institutions should be clarified by legislation.  If left to the courts it could become a long protracted battle with decisions being based on previous rulings rather than looking at the current and future environment of the third sector.  As this sector is more and more called upon to carry out the government and society’s wishes with regard to service provision for disadvantaged people, it is important to reflect the current practice and thought in the definitions.

JOCELYN MURPHY

Executive Director

The YWCA of Sydney

16 January, 2001
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