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Dear Members

Please find attached a joint submission from Police & Community Youth Clubs NSW and Queensland Police Citizens Youth Welfare Association.  This joint submission is also supported by the Federation of Western Australia Police & Citizens’ Youth Clubs (Inc) – see enclosed letter from their State Director.

This joint submission has been co-ordinated by the PCYC NSW and we would be pleased if you would direct any inquiries you may have concerning this joint submission to this office I will ensure that they are directed to the relevant state organisation.

Yours sincerely

Deborah Mills

Chief Executive Officer

19 January 2001
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PCYC

submission to the

INQUIRY INTO THE DEFINITION OF CHARITIES AND RELATED ORGANISATIONS

1.0
EXECUTIVE SUMMARY

1.1
PCYC welcomes the Inquiry as an opportunity to clarify and update the relationship between Government and charity

1.2
PCYC supports a modern definition of charity which replaces the outmoded 19th century notion of the deserving poor and the 20th century notion of residual welfare with a positive, developmental and inclusive definition that promotes and sustains community altruism through well managed not-for-profit organisations whose purpose is to build social capital, to achieve public good and to work with Government, the community, business and other stakeholders in the relief of the consequences of poverty.
1.3
PCYC is a best practice model for a 21st century charity and offers features of its structure, management, financing and strategic planning for scrutiny to assist the Inquiry.
1.4
PCYC supports the inclusion of crime prevention as a means of alleviating the effects of poverty.
1.5
PCYC supports the inclusion of preventive services as direct services relieving the effects of poverty.
1.6
PCYC supports defining charities according to their dominant purpose rather than to their activities.

1.7
PCYC suggests that the test for commercial activities in charities should be the extent to which they support rather than replace core business.

1.8
PCYC favours charity policy being developed and determined within a social policy portfolio rather than the tax portfolio.

1.9
PCYC encourages Commonwealth and State Governments to work together to create consistent charity policy and regulations.

2.0
PCYC

PCYC are a collection of national Australian charitable organisations whose dominant purpose is to assist disadvantaged people: young people at risk.  They are not-for-profit institutions, providing services for public benefit in the relief of the consequences of poverty. 

PCYCs nationally collectively provide the following:

PCYC provides a direct service to young people within a purpose of preventing crime and developing citizenship and leadership.

PCYC is the largest youth organisation in Australia, having some 140,000 members (compared with, for example approx 70,000 Boy Scouts).  

PCYC has been operating in Australia for 64 years.  

PCYC has 138 branches across Australia: its network of local youth services is the most extensive, especially in regional Australia, and its premises and facilities provide regional community infrastructure without comparison.

PCYC's services are valued and respected in the Australian community as contributing to the protection, security, development and advancement of generations of Australian young people.

PCYC provides a best practice model for 21st century charity. 

PCYC:

· provides direct services to disadvantaged young people

· has a larger, preventive and developmental purpose in service delivery 

· works in partnership with (not for, on behalf of, or instead of) Government to achieve agreed, mutual objectives

· works in partnership with Police to prevent crime, to create a safer environment and to model citizenship and leadership

· has effective, lasting, cumulative and responsive social capital building capacity through its services themselves, community presence, community premises, local network building, membership, volunteers, business and tithing

· is financially self sufficient relative to other charities

· has rigorous financial practices 

· strategically achieves social and financial objectives simultaneously 

· engages volunteers in highly value-added capacities supporting core business

· values its status as a charity and public benevolent institution as crucial to its standing in the community.

PCYC's services achieve youth leadership and development and juvenile crime prevention.  They are essential elements of the Commonwealth Government's National Crime Prevention Strategy and National Youth Development Strategy.  The objectives and activities of PCYC are consistent with, and work hand in hand with, the Commonwealth Government's mutual obligation direction and specific programs and initiatives including Stronger Families and Communities Strategy, Youth Pathways Action Plan Taskforce, Juvenile Justice and Crime Prevention Strategy and the National Action Plan for the Promotion, Prevention and Early Intervention for Mental Health 2000.

The purpose of PCYC has not changed significantly since its inception but PCYC’s services have changed the service provided to youth to meet the needs of a changing society.

PCYC has always had as its major purpose the promotion and improvement of the welfare of youth and citizens, with prevention of crime an outcome of the major purpose.

3.0
THE IMPLICATIONS OF CURRENT SOCIAL EXPECTATIONS AND EXPERIENCES FOR DEFINING CHARITIES AND RELATED ORGANISATIONS

3.1
Financial Structure of a Largely Self Funded Charity

PCYC's revenue sources are unusual in that our reliance on Government funding is low compared with other charities.  Revenue mix varies from State to State with annual operating revenue being generated in the following ranges:

· 30%-50% raised from fundraising, donations and tithing

· 30% -35% contributed by State Governments for Police salaries

· 10%- 39% from club activities

· 2% - 7% from specific purpose grants from all levels of Government 

· 1.5% - 2% from membership fees

PCYC is not an arm of Government, nor a contracted service of Government, but works with Government to achieve mutually held objectives.  Government funding is negotiated for services that are within PCYC's scope. Government funding does not drive PCYC's Charter.

In addition to modern accounting systems and reporting PCYC has rigorous financial management practices that ensure that the financial strategy delivers PCYC's purpose.

PCYC in NSW and Queensland has restructured its asset base, divesting some assets to invest in, lease or joint venture other assets thus enabling PCYC to focus on its core business of providing services to young people at risk.  Many charities become 'captured' by their fixed assets and adjust their services to fit in with their capital infrastructure.  PCYC has taken on the complex, difficult and sensitive legal, technical, financial, regulatory, political, diplomatic and stakeholder management tasks necessary to achieve an asset management plan that serves its current and future purpose.

This is an efficiency measure to maximise effectiveness.

The PCYC asset utilisation strategy maximises the employment of its assets; the strategy aims to use clubs all the time they are open.  They are used for revenue generating activities during the hours they are not being used for youth development programs.  They are put to multiple use in peak times, with youth and adult programs operating simultaneously. 

 3.2
The Synergy of Financial and Social Objectives
At PCYC, fee generation meets social as well as financial objectives. The revenue generating services also support the core purpose of the clubs. 

During school time PCYC facilities are used for fee paying antenatal classes, mothers' fitness groups, senior citizens groups and local schools for sporting activities.  The clubs are important community meeting places that are known and trusted as safe and caring as well as being alcohol and drug free.  

Safe places for young people to meet are becoming rarer and rarer even in regional areas.  Today, young people are 'moved on' from all public places except beaches.  They have nowhere to go.

Through using the PCYC facilities themselves, parents and grandparents become confident in allowing their children to attend. 

Day time activities encourage membership and stimulate volunteer recruitment and activity. Having adults and young people from the broader community use the services at the same time as young people at risk provides positive role models, sets up formal and informal mentoring and creates social inclusion; it removes any potential 'ghetto' effect of exclusive use of services by disadvantaged people only.  

The PCYC asset utilisation strategy therefore, not only produces revenue but also reinforces its social objective of clubs being valued as safe and trusted community meeting places and generates support for the management of the clubs.

Young people at risk who come to PCYC clubs are usually temporarily or chronically isolated from family, peers, school, work, churches and other reference points readily available to most young people and necessary for their successful development into young adults. PCYC clubs reconnect disadvantaged young people through association with adults they can trust. The clubs provide the things they need to develop into healthy adults.  The adults who help them may be Police at the club, volunteers running programs or managing the club or adults participating in the club's activities. The clubs are local; they attract regular members. At the PCYC clubs, as well as the staff with whom they have formal contact, young people meet adults who help reconnect them through, for example, work experience, inclusion in family events - or who simply accept them and treat them with kindness and respect and provide them with guidance.

At PCYC, young people at risk meet and socialise with ordinary local kids who join or attend the clubs for their activities. Clubs give disadvantaged young people a more comfortable milieu than say, school, or the street, to learn to relate to young people they may know in other contexts. 

Windale, in Lake Macquarie, has the highest score of any postcode in NSW on Professor Tony Vinson's index of social disadvantage.  This area has experienced three sequential generations of unemployment. The majority of families have single parents.  The PCYC club located in Windale provides a rare opportunity for young people at risk, especially boys to meet and relate to positive adult males.

It would be most detrimental to the core social objectives of PCYC if use of our facilities by fee paying citizens were discouraged or made cost ineffective by Government policy. 

3.3
Prevention: a Value- Added Direct Service

Direct service is the business of PCYC. The value of the direct services is their face value plus their preventive value.   For instance, homework clubs take place after school for young people who would otherwise be latchkey.   Breakfast and before school activity programs reduce truancy rates by up to 50%.  Alternative education programs teach young people who aren't coping with regular school basic literacy and numeracy, life and practical skills.  These programs increase young peoples' confidence in their ability to learn and achieve.  The US Rand Corporation research demonstrates that encouraging high-risk youth to finish school is five times more effective in crime reduction than imposing stiffer penalties.

Mixing with Police in a positive environment helps to build trust and to break down negative stereotypes on both sides.   

Young offenders programs give young people a second chance.   Special Police staff provide a range of activities to help young offenders learn about responsibility, choices and consequences and give them support and focus.  Some PCYC clubs offer camps; others inspire young people by giving them the opportunity to meet their role models.

Sport gives young people something to do, teaches them team skills and gives them a chance to succeed. Some initiatives, like the "Hot Spot" program that target activities to particular places and times in which offences are frequent, directly reduce crime.

Prevention services are core business in PCYC.  They are direct services.

3.4
Social Capital

In recent years there has been much interest in developing social capital, creating co-operation in geographic communities or communities of interest, as an alternative to reliance on the welfare state for cradle to grave dependency. PCYC is an excellent model for social capital building. 

PCYC:

· operates a national network of local services that have a 'brand' that is readily identifiable and trusted by the community at large

· operates services that are non-stigmatising because it mixes 'treatment' and 'prevention' services for its client group of young people at risk with activities available to the broader community

· has membership that is open to everyone, is inexpensive and fees can be waived  where appropriate

· members assist clients by formal and informal means

· provides an open community meeting place

· has clubs that are accessible, easy to drop in to, accepting, safe, sociable

· services are called 'clubs' and are presented as recreational rather than therapeutic to their customers

· attracts local volunteers who identify with the local young people

· engages 2,500 volunteers in NSW ( approximately 8,000 nationally) in mainstream activities including the management of all clubs, supervision of activities, sports instructors, operating canteens, fund raising and mentoring 

· informally assists young people by bringing them together with adults to act as role models, mentors and supporters

· has the imprimatur of Government and the visible presence of Government (the Police) but is not a creature of Government and is known and accepted as community based.

The cumulative effect of  these social capital features is best demonstrated by individual cases.

Case Example 1

A girl who came to the Newcastle club had been expelled from every school she went to. She was enrolled in the club's special education program. Initially, her acting out behaviour was so extreme that the Police had to escort her from the PCYC premises.  She participated in the special education program and became a regular attendee of the club, received support from Police staff, volunteers and from adults participating in club activities.  She was able to return to mainstream school and came in the top 5% in the School Leaving Certificate.

Case Example 2

His father's suicide sent a Newcastle boy over the edge. He acted out at school and was expelled.  He took out his rage on others as well as himself and his self-mutilation was severe. After attending special education and anger management programs, a club member helped him secure an apprenticeship and he is now employed and learning a trade.
3.5
Changes in the Relationships between Government and the Sector

The practice of outcome based funding in place of grant-in-aid funding is more than 20 years old and is, in principle, a sound means of ensuring accountability, distribution and standards of service provision.

Being largely financially self sufficient, PCYC has avoided the problem faced by many charities of having to tailor all their services towards Government funds which are now largely only available for specific Government-initiated programs. Most charities, operating on 90% Government funding can only supply Government programs and are becoming quasi outsourced Government bodies.

A downside of exclusively program contracted funding is its effect on innovation.  Innovation is stifled by program specifications and most agencies cannot afford to fund innovation themselves.

PCYC is affected by this trend to the extent that there are negligible Government funds available for innovative programs or for policies initiated by the non-Government sector itself. This means that the PCYC must raise its own funds for, for example, young offenders, truancy and homework programs because they are not specifically funded by Government.

As a largely self funded body, PCYC is able to work with Government in a partnership relationship of genuine mutual obligation in pursuit of mutually held objectives. It is a strategic alliance, not a master/servant nor a customer/client relationship.  It is respectful of the different roles of Governments and charities and is a model for wider application.

3.6
Wholly or partially charitable, religious or community service for not-for-profit organisations

Strictly speaking, PCYC's core activities are youth leadership and crime prevention.  PCYC's support activities are those which enable the core activities to take place either by providing revenue or by creating the context or milieu in which 'treatment' and 'prevention' programs can take place, or both.

In practice and in policy terms, core and support activities are neither easily nor meaningfully distinguished. The same could be said for attempting to distinguish charitable from non-charitable activities. This is in part due to historic classifications for tax and other regulatory purposes which have created sometimes unfathomable inclusions and exclusions. Separation of 'core' and 'support' activities is a false dichotomy for purposes of defining charitable activities and organisations.

PCYCs are a non profit body which provides a public benefit with a sole or dominant purpose that is charitable in the technical legal sense.  To fit within the technical legal sense we fall within the catch all phrase “for other purposes beneficial to the community”.

On the other hand at paragraph 20 (page 12) of the Paper titled “Inquiry into the Definition of Charities and Related Organisation”, it states that:

“Non profit bodies that have not been considered charitable are those carried on for sporting recreational or social purposes…”

Sporting recreational and social activities are part of our tools to achieve a result that looks after the welfare and the promotion of youth and crime prevention.

Take boxing.  On the face of it boxing may not appear to be a charitable activity. At PCYC when boxing is used, as it routinely is, to teach anger management, discipline, routine, reliability, self defence, fitness, self esteem and boundary setting to teenage boys who are hurting themselves and others by acting out their rage at the world, boxing has an important social purpose; a core charitable purpose. 

Take Housie.  Housie is classified as a charitable, fundraising activity. Housie brings elderly people out into the local alcohol free PCYC club to mix with others and to play a social game, for a limited time in a controlled environment.   It brings older people in contact with each other, with young people, young mothers, adult sportsmen and women and all kinds of other people from the local community.  Club participation stimulates volunteering. Housie is a pastime of far greater social value to the older people and to the PCYC club to which they are contributing  than, say, an unlimited period, alone, on pension day in front of a poker machine and an empty glass at a licensed club.

Even if it were possible to meaningfully distinguish charitable and non charitable activities, it remains that the support activities conducted by PCYC complement core charitable activities; they support them socially and financially.

The PCYC asset utilisation strategy is informed as much by social as it is by financial objectives. Fund and fee raising activities support PCYC core business, they do not overtake it.

This principle is best demonstrated in PCYC NSW 's current disposal of some inner city centres which, due to changing demographics, are no longer located in areas where there are large numbers of young people at risk of offending.  From a purely financial perspective, the centres could have been retained and operated as profitable commercial gyms.  If this decision were taken, the focus of PCYC would become blurred and its management attention inappropriately distracted, its specialist skill diluted and its unique capacity to add value lost.   Most importantly, PCYC's capacity to assist youth at greatest risk would be diverted.

PCYC will use the liquidised assets to open new centres in emerging areas of high demand, including regional areas, and will support those centres financially through synergistic fund and fee raising.

3.7
Purpose Vs Nature

To define, regulate and administer charities according to the nature of their activities, rather than to their purpose is impractical.  Being focussed on populations or needs groups, very few charities offer single activities.   

To argue that tax exempt charities have a competitive advantage over commercial operations of the same activities is vacuous in a 'market' for community services where demand always has and always will vastly outstrip supply. Commercial operators arguing for a 'level playing field' would have a case if the industry were highly competitive in a limited market. This is not the case; commercial operators are not losing business to charities.  

By definition, not-for-profit organisations do not have shareholders who receive dividends, so any surpluses, or 'profits' are returned to customers as additional services.  They are not

benefiting the 'owners' (who are custodians) or managers of the services. Rarely are commercial and charitable operators competing for the same market segment and where they are, demand is strong (like back packer accommodation and supported aged housing).  The impact of charities as competitors, in this case is limited to price and quality.  If charities are helping to keep the price of community services down and the quality up, they are offering a public service and should be encouraged by Government to do so.

The gym facilities that PCYC offers are not of the same quality or ambience as commercial gyms; they are not directly in competition.  PCYC clubs are sometimes located within walking distance of commercial gyms which do not regard PCYC as a competitor. PCYC has never come into conflict with the private sector. 

A small number of activities eg gymnastics, gym facilities, karate and tae-kwan-do are also provided by commercial enterprises.

However in most cases we provide such activities in areas where there is no commercial opposition because such an enterprise would not be commercially viable.  Therefore we are not competing with a commercial organisation.

It has already been explained how removing the 'commercial' activities of PCYC would have a negative impact on its social activities, its core purpose.

To define charities by their activities rather than by their purpose purely for the reason of exposing unfair competition with commercial services is pointless.  Moreover, the complexity of administration arising from such a definition would be extremely cost-inefficient.

To define PCYC by its activities would be to define it as a national network of leisure centres.  As such, PCYC would have no reason to exist; there are plenty of commercial and local government leisure centres.  To define PCYC by its purpose is to define its reason for existence, to provide youth development and crime prevention services that are supported and sustained by the community.  As such, PCYC has every reason to exist and it provides a unique, highly valued and highly demanded service.  To define PCYC in terms of its activities, then, is not to define it at all.

3.8
Commercial Fund Raising

There is an expectation that charities undertake commercial or fund raising activities in order to perform their core purposes at all.  This is a matter of efficiency, not of effectiveness.  Even charities funded to 90% by Government must raise revenue to survive.  Generally, charities' fund raising activities are unrelated to their core business; PCYC in unusual in its emphasis on fund raising built on core business that generates social as well as financial capital.  In the case of PCYC, support activities are both efficient and effective.

From a Government policy perspective, it is suggested that the test of non- core activities should be the extent to which they support rather than replace core business effort and outcomes.  

4.0
EXISTING DEFINITIONS

Whatever decision is taken to define charitable organisations, PCYC submits that prevention services should be defined within any boundaries around direct relief. Examples have been given here of the PCYC homework, truancy, alternate education, Hot Spot high risk area activities and young offenders programs that are direct services which also prevent crime directly or indirectly. PCYC prevention services provide direct and lasting relief to the poor.

The nexus between poverty and crime is well established. PCYC submits that crime prevention is a charitable purpose and should be included in any definition of services to disadvantaged people. 

The current definitions of charity are couched in the outmoded 19th century notions of the deserving poor and 20th century notions of residual welfare.   PCYC supports a more modern definition of charitable or altruistic purpose which is positive, developmental and inclusive.

The definition should promote and sustain community altruism through well managed not-for profit organisations whose purpose is to build social capital, to achieve public good and to work with Government, the community, business and other stakeholders in relieving the consequences of poverty.
5.0
REGULATION AND ADMINISTRATION

PCYC supports the policy relating to charities being determined outside the Tax portfolio, this being a collection agency rather than a social policy agency.

PCYC supports clarity and consistency of policy and regulation between Commonwealth and State governments.
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