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EXECUTIVE SUMMARY 

Introduction

Page 3 of the Issues Paper makes it clear that the Inquiry will not be providing comment on issues related to taxation or other legislative and administrative treatment of charitable and related organisations.  As the recommendations of the Inquiry have the potential to substantially vary the taxation and other legislative and administrative treatment it is important that all submissions  and hearings should be made public so that any recommendations should be subject to public scrutiny.

Background

The St Vincent de Paul Society  is an organization of lay Catholics devoted to the relief of poverty in all it forms.  In Australia it has 37,000 volunteers and 2890 paid staff. Home visitation is the main service provided.  About 300,000 homes are visited each year and about 800,000 people helped.  The volunteers members also staff committees  which supervise and run Special  Works.  The Society distributes $200 million worth of goods and services every year to low income earners and the disadvantaged..  Were the mount to include the value of voluntary labour, it would be over $500 million.

While acknowledging the government assistance for some services, assistance also comes from the public and businesses in the form of donations.  Some services are provided on the basis that the recipient will also make a contribution.  However the Society does distribute 90% of its income directly to those  assessed to be in need.

Submission 

The Society currently meets the criteria as a charity, public benevolent institution (PBI) or community services organization and believes the current arrangements work satisfactorily in filling the gaps which occur in government assistance and substantially reducing the costs of government in delivering other services

The Society is confident that irrespective of what definitions of a charity etc the Inquiry recommends, it will meet those definitions.  However the Society is concerned that some smaller charities which provide specific assistance to the disadvantaged might be adversely affected if the current criteria were substantially altered.  
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The process of attempting  to classify activities as charitable or non-charitable in lieu of the entity conducting them, has as the problem of creating an administrative burden for the organisations and reducing the funds or goods available for charitable activities. It has the capacity to increase the cost to government who would either have to accept a reduction in charitable activity or provide additional funds to make up the increased cost burden or loss of donations.  As far as the Society is concerned it operates as a whole with no distinction between the activities conducted because these activities are only undertaken if they contribute to the overall objective of aiding the disadvantaged.  The Society would be concerned if new definitional arrangements allowed organisations to avoid legitimate taxation payments when the real purpose of their activities was the accumulation of personal or corporate wealth

The Society maintains that helping disadvantaged people to develop skills and attitudes  aimed at their self sufficiency is the best outcome.   It also recognises that a request for direct aid is often the first contact with a person in need and opens the door for the provision of wider assistance.  There has been no reduction in the request for direct aid over recent years and in fact requests are increasing as the effects of some trends in economic policy impact harshly on particular sectors of the community.

While noting that the community sector is being encouraged to work in partnership with government and business in delivering outcomes for communities and individuals, and acknowledging the support that traditionally comes from the business community, the Society has seen no noticeable increase in that support despite the recent urgings of politicians.

The aim of the Australian welfare system should be to assure all citizens of certain basic rights, the ability to participate in society and have self respect and human dignity.  Unless the system delivers this outcome Australia runs the risk of being condemned to becoming a country of two nations – the haves and the have nots.  We believe that this is not what most Australians want.

Summary

The Society is thankful that the Inquiry has asked us to prepare a submission, but we find it difficult to understand the rationale behind the immediate need for new definitions.  This is especially so as it comes after the costly administrative burdens placed on charities by having to comply  with extremely complex regulations imposed by GST and ROGATE.

If there is a need to change definitions the Society would be concerned that the consequences may hamper our ability to assist the poor.  The Society needs to be assured  it will maintain its current status under taxation and other laws if it is to support any change in definitions that may be recommended by the Inquiry.

INQUIRY INTO THE DEFINITION OF CHARITIES

AND RELATED ORGANISATIONS
1. At the outset, the St Vincent de Paul Society (SVDP) would like to thank the Committee for the opportunity to make a submission into The Definition of Charities and Related Organisations.  It is appropriate that the Committee’s report will be delivered to Government in 2001, the International Year of Volunteers.

2. We note that although at page 3 of its Issues Paper the Committee has made it clear that it will not be providing comment on issues related to the taxation or other legislative and administrative treatment of charitable, religious or community services not-for-profit organisations, the recommendations of the Committee have the potential to substantially vary the taxation and other legislative and administrative treatment that these organisations currently enjoy or are subject to.  If this is so then there is every reason to ask why there is an inquiry into the definition of Charities, Public Benevolent Institutions and Not-for-Profit Organisations if the consequential administration, taxation and financial arrangements are not the driving principle for conducting it.  Even if  the Committee is not to comment on the matters, it is clear that since the secretariat is being provided by Treasury others will obviously consider the matters. It is imperative that these matters be considered in an open and transparent manner.  

3. For this reason it is important that all submissions made to the Committee, especially those submitted and provided by all government agencies and departments, should be made public and all hearings of the Committee be public hearings.  To this end we would emphasise that we have no objection to this submission being made public or being distributed.  The implications of any changes recommended by the Committee for the fair and equitable treatment of the disadvantaged within the community demand that any evidence on which the Committee bases its conclusions should be subject to public scrutiny.  Having made that point the following information is submitted:

Background

4. The St Vincent de Paul Society is an organisation of lay Catholics devoted to the relief of poverty in all of its forms.  The members of the Society are referred to as Vincentians.

5. Whilst the SVDP is completely autonomous and self governing within Australia, it stems from a society of the same name founded in France in 1833 by Frederic Ozanam, a young Professor of Law at the Sorbonne and a group of like minded colleagues who set out to give tangible witness of their Christian ethic by helping those most in need.  The Society now numbers one million members operating through autonomous National Councils in virtually every country of the world.

6. The SVDP commenced in Australia in 1854 and operates largely, but not exclusively, within the Diocesan boundaries of the Catholic Church in Australia and observes the teachings of the Church.  However, it is quite distinct from the Church and no part of its funds is either received from or given to the Church, although Catholics in general are generous donors to the Society’s work for the disadvantaged.

Purpose

7. The SVDP was established to relieve the poverty in the slums of Paris.  The objective of the Society remains the direct relief of poverty, destitution, suffering or misfortune.  The Rule of the Society is also explicit in that assistance must be given on a non‑discriminatory basis and that funds must be used directly for the poor and not passed on to another charity or used for any other purpose.  In short, every arm of the SVDP exists for no other purpose than to help disadvantaged members of the community regardless of race, colour or creed.

Activities Inside Australia

8. The SVDP has approximately 17,000 members who are all volunteers and 20,000 non‑member auxiliaries who are also volunteers, as well as 2,890 paid staff.  These people serve in over 2,000 local parish conferences and committees supervising and running Special Works from small to very large (e.g. Matthew Talbot Hostel in Sydney). Through its activities the Society assists approximately 800,000 million each year.

9. Home visitation is the main service provided by the Society.  In response to requests for assistance, Society members see people in their homes and provide them with food, furniture, clothing, financial assistance, counselling or simply support and friendship.  The Society visits around 300,000 homes every year. 

10. Of those assisted:

· 35% are single parent families

· 20% are families with children

· 40% are unemployed people including migrants, refugees, people with disabilities, young and old   (Note: in this group there are some who are single parent families and families with children)

· 5% are aged pensioners

11. So far as we are aware, we are the only major charitable organisation to require our volunteers to regularly visit people in their homes and thus have a special perspective of the needs and situations of those in Australia who are most vulnerable to economic change.

12. The Society also visits people in hospitals and gaols.

13. The SVDP provides many services to low income earners and the disadvantaged, in total distributing $200 million worth of goods and services every year.  Were the amount to include the value of voluntary labour, it would be over $500 million.

14. In addition to the home, hospital and gaol visits, services include:

· 589 centres of charity across the country which are an initial point of contact for those requiring assistance and which provide clothing, furniture and household items free of charge to people in need, and raise revenue for the Society through sales to the general public.  Prices are set  to provide good quality clothing at affordable rates for low income earners. 

· a budget counselling service which aims to provide people with the knowledge and skills to assist them to live independently and safely within their income

· refuge accommodation for families, for homeless men, for refugees and migrants

· refuge accommodation for women (and children) in crisis

· emergency accommodation

· subsidised accommodation for tertiary students and the aged

· care and support centres

· youth drop-in centres

· children’s activities and holiday programs

· child care services

· pregnancy counselling

· drug and alcohol rehabilitation services

· support services for the mentally ill

· sheltered workplaces for the disabled

· drought assistance and disaster welfare

· overseas relief through twinned conferences in other countries

· food banks

15. Each of these facilities conducts programs aimed towards helping people integrate fully into society.  Refuges, for instance, operate to help the homeless or those in distress to find long term accommodation and establish themselves as regular citizens.  We try to offer “not just a hand out, but a hand up”.

16. While acknowledging the government assistance which we receive, our services also rely on donations from the public and businesses.  Some services are provided on the basis that the recipient will also make a contribution.  For instance, where possible, we make a small charge to residents of our establishments as part of encouraging self-responsibility (where the Society levies charges, they are significantly less than commercial rates and always less than 75% of commercial value of the service).  Thus, not all the services of the SVDP involve a simple transfer of donated goods from giver to receiver.

17. The Society does however utilize 90% of its income on those assessed to be in need.  The Society is a democratic and highly decentralized organization set up to provide emergency assistance to the needy.  Christian principles are the only guidelines to volunteer Vincentians who visit homes and make on the spot decisions on what, if any, assistance the Society will provide in each case.  

Activities outside Australia

18. The activities of SVDP outside Australia involve less than 1% of the total expenditure of the SVDP.  Conferences can adopt a conference in a developing country and contribute to small projects in that country.  The SVDP also administers an Assist a Student program in developing countries.

Flow of funds

19. While no membership subscriptions are paid, every Vincentian is expected to make an anonymous contribution at their weekly Conference meeting.  These funds and the monies placed in the poor box of the Parish Church, along with any donations received are distributed by Conference members.  Vincentians visit the poor in their homes, assess their needs and give them assistance out of the funds received.  It is pointed out that the weekly anonymous donations by members and the contribution placed in the church poor boxes are not attributed to any individual and therefore do not attract any tax deduction.  Where a Conference has insufficient funds to provide this assistance, it would seek help from the Regional Council.  Where a Conference has more funds than it needs for the poor in its area, it would give the funds to the Regional Council for the poor in other areas.

20. The Conference is normally responsible for its own bank account which they manage independently.  Every Conference must present an annual set of audited accounts to its Regional Council.

21. Regional Councils receive and give assistance to Conferences as well as receiving funds from Centres.  Often funds are also used to support Special Works Committees which are not self funding.  Regional Councils produce annual audited accounts and transfer any excess funds, through their Diocesan Council, to the State Council.

22. State Councils are responsible for all the administration of the SVDP in their State and produce an Annual Report which includes audited accounts.  State Councils do not send all of their excess funds to the National Council but they do make regular donations to help meet the administrative costs of the National Council in its task of co-ordinating the efforts of State Councils (e.g. in major disasters) and ensuring adherence to the Rule.

23. The National Council receives donations to meet its administrative costs and transfers funds for twinning, projects and the Assist a Student program to overseas National Councils.  It prepares annual audited accounts.

24. The SVDP does not consolidate its accounts as the purpose is not to accumulate funds but to use them as soon as possible for the relief of the poor.  Donations are received at Conference, Regional, Diocesan, State and National levels and are accounted for in the annual reports of each level. The Society only owns real estate that is used for benevolent purposes.

Submission

25. The SVDP currently meets the criteria as a charity, public benevolent institution (PBI) or community services not-for-profit organisation and believes the current arrangements work satisfactorily in filling the gaps which occur in Government assistance in some areas and substantially reducing the costs of Government in delivering other services.

26. The SVDP is confident that irrespective of what definitions the Committee recommends, the Society will meet those definitions.  Although it is concerned that any added bureaucracy could lead to a loss of volunteers who may have difficulty in coping with those bureaucratic requirements.  There is some evidence that GST compliance has led to a loss of membership.

27. The SVDP is concerned, however, that some smaller charities which provide very specific assistance to the disadvantaged or disabled might be adversely affected if the current criteria were substantially altered.  For example, if the test of a charity were based on the percentage of donated funds distributed, some smaller organisations with high overheads currently providing assistance could be excluded by the new definition and therefore have greater difficulty attracting donations.  Although the SVDP along with other larger charities provides a wide range of services, it does not believe it or the other larger charities could effectively fill the niche role provided by some of these smaller specialist charities.  The result could be the loss of these services to the disadvantaged or the role being taken over by a for-profit organisation whose only interest would be in maximising the returns to its shareholders rather than service to the disadvantaged.

28. Charities within Australia have been quite innovative in developing services for the people they serve and in identifying avenues of fund raising. For example, for many years, the Society ran orphanages and homes for blind children.  As circumstances changed and welfare demands altered, these facilities were closed, and the Society has taken up new challenges in the care of AIDS victims, women’s shelters and youth drop-in centres, etc.  A definition of charity which limited the capacity of a charity to meet a particular identified need or inhibited the capacity of a charity to pursue fund raising opportunities would not be in the best interest of the disadvantaged whose needs should be paramount.  In the Society’s view this is best provided by defining a charity, etc as an entity and basing its treatment on the purpose of the organisation

29. The process of attempting to classify activities as charitable or non-charitable in lieu of the entity conducting them has the problem of creating an administrative burden for the organisations, reducing the funds or goods available for charitable activities and has the capacity to increase the cost to Government who would either have to accept a reduction in charitable activity or provide additional funds to make up for the increased cost burdens or loss of donations.  As far as SVDP is concerned the organisation operates as a whole with no distinction between the activities conducted because these activities are only undertaken if they contribute to the overall objective of aiding the disadvantaged. 

30. As stated earlier we believe the status quo provides an effective framework for the operation of charities and PBIs.  To introduce administrative definitions to replace it in the guise of providing greater certainty risks introducing a rigidity into the system which could inhibit innovation or the provision of new services.

31. Traditionally Governments are slow to alter legislative definitions even when a strong case is made and in many instances the decision is not based on what is fair or equitable but rather on cost.  The Courts have no such inhibitions.

32. On the other hand, it is not unusual for individuals or organisations to tailor their activities to meet some legal or administrative definition in order to obtain a tax exemption or benefit.  The tax avoidance industry has been innovative in finding ways to exploit legal loopholes.  The result of this quite often has been that when the loophole is closed to thwart tax avoidance, many legitimate people operating under that legislation are disadvantaged either by increased costs of compliance or loss of the concession altogether.

33. SVDP would be concerned if new definitional arrangements allowed people to avoid legitimate taxation payments when the real purpose of their activity was the accumulation of personal or corporate wealth.

For-Profit Organisations

34. The key difference between a charitable organisation running fund raising activities which could be seen as in competition with for-profit organisations is that the money raised goes directly to subsidise the benevolent objectives of the organisation whereas in the case of the latter the profits flow not to the community as a whole but to the owners or shareholders in the enterprise.

35. In the Society’s view there is a wide acceptance within the Australian community that charities and related organisations conduct commercial activities to support their core purpose.  The SVDP network of clothing and furniture collections was designed primarily to obtain donations of goods which could be distributed to the needy.  The excess over and above this need is sold through the Society’s distribution centres or recycled and sold as waste products.  What differentiates this type of “commercial” activity from that undertaken by for-profit organisations is that the profits are used directly for the core purpose or the organisation, that is, the relief of poverty, destitution, suffering or misfortune rather than distribution to shareholders.

Current Trends 

36. On page 8 of its Issues Paper, the Committee notes some examples of how the sector has been changing over recent years.  Some comment is necessary on some of these points:

· a movement within the sector towards a greater focus on self-help, prevention and advocacy activities, and a less predominant emphasis on the provision of direct assistance;

The SVDP has always operated on the premise that creating a situation where the disadvantaged can develop the skill and attitudes which enable them to become self‑reliant is the best outcome.  However, it should also be noted that a request for direct aid is often the first contact with the person in need and opens the door for the provision of wider assistance.

There has been no reduction in the requests for direct aid over recent years and in fact requests are increasing as the effects of some other trends in economic policy impact harshly on particular sectors of the community, e.g. in the Canberra/Goulburn area there has been an increase in the number of working poor of 32% over the last 12 months.

Each year the Society assists many thousands of people referred to it by Centrelink and other government agencies.  While the Society is more than happy to undertake this work, the referral by government agencies should not be public policy nor should it be a way of Government divesting itself of its welfare obligations. 

· an increased range and volume of government funded services being delivered by non-government organisations;

SVDP is assisted with Government funds in operating a number of activities including women’s shelters, AIDS care clinics, homes for the aged and believes it performs these functions compassionately and efficiently, delivering a value for money service.

· Government funding support to the sector being provided increasingly through outcome based funding agreements for the provision of defined services, as opposed to broader grant-in-aid funding;

Some of the outcome based requirements for the provision of assistance appear to reward the contracted organisations  for terminating that assistance, leaving charitable bodies to take up the support.

· contracts for the delivery of government programs and services through non-government organisations are being awarded increasingly on the basis of competitive tendering processes;

It would be ironic if the definition of charities were based on an ideology of introducing competition to the area of services to the disadvantaged when it could be argued that the growth in the number of disadvantaged seeking assistance from charities is a direct result of that policy in other areas of the economy.

· the community sector is being encouraged to work in partnership with government and business in delivering outcomes for communities and individuals;

While the Society has always enjoyed good support from the business community and is very appreciative of that support, there has been no noticeable increase in that support despite the recent urging of politicians.

It should be emphasised that the Society’s major activity, i.e. home visitation, attracts very little Government or business financial assistance.  It is almost entirely supported through donations from the public.

37. In identifying trends in the demand for services, the Society depends very heavily on the grass roots volunteers to report on the situations they encounter in the field.  We have no research cell as such as our expenditure is kept to a minimum to maximise the funds available for distribution.

38. We are disturbed, however, at recent criticism of the credibility of the Australian Bureau of Statistics Labour Force Survey estimates in the State of the Regions report prepared by National Economics for the Australian Local Government Association (Canberra Times, December 4 2000).  This criticism seems to reinforce the Society’s concern that unemployment or rather under-employment is still a major problem and the issue of the working poor needs to be addressed with greater vigour.

39. To summarise, what the Society sees as the growing trends impacting on the sector are:

· an increase in poverty (particularly the working poor);

· reduction in Government expenditure on welfare; and

· economic policies which when applied without regard to social outcomes distort income distribution between the rich and poor in favour of the rich, e.g. some effects of competition policy and globalisation.

Social Cohesion

40. The aim of the Australian welfare system should be to assure all citizens of certain basic rights such as food and shelter, the ability to be a full participant in society, have self respect and human dignity.  This is in simple terms a levelling of the playing fields.  Unless the system delivers this outcome, Australia runs the risks of being condemned to becoming a country of two nations – the haves and the have nots.  We believe that this is not the Australia most Australians want.

41. In the Society’s view the work done by the charitable sector has a beneficial effect across the whole society.  The fact that so many community members are prepared to provide voluntary labour and time and/or donate funds or goods in an attempt to alleviate the misfortune of others is an indication of a healthy social conscience in Australia.  It is an important element of nation building.

42. While successive Governments have reduced expenditure on welfare, the community at large has maintained the level of volunteers and donations.

43. The SVDP has 37,000 volunteers and a relatively small number of paid employees (2,890).  Almost all of the employees work on projects which receive Government funding.  The management committees which run the programs and facilities which employ these people are, however, staffed by volunteers.  This arrangement significantly reduces the cost of service provision to the Government.

44. Notwithstanding this fact, the paid employees are a dedicated group and provide a reservoir of experience in the provision of welfare.  Changes in the treatment of charities etc could place this workforce at risk.

Summary

45. The SVDP is thankful that the Committee has asked us to prepare a submission, but we find it difficult to understand the rationale behind the immediate need for new definitions.  This is especially so as it comes after costly administrative burdens placed on charities by having to comply with extremely complex regulations imposed by GST and ROGATE.

If there is a need to change definitions the SVDP would be concerned that the consequences may hamper our ability to assist the poor.  The SVDP needs to be assured it will maintain its current status under taxation and other laws if it is to support any changes in definitions that may be recommended by the Inquiry.

