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SUMMARY

The following comments summarise major views expressed in this paper

1. This brief paper is supplementary to that submitted by “The Uniting Church in Australia”.  Adelaide Central Mission fully supports the views and recommendations made in the “UCA Submission”.

2. The definition of what are currently “Charities” and “benevolent organisations” will need to shift to definition of Organisations in terms of those whose purpose is to build “Social Capital” in its myriad forms.  Recognition of participation in “triple bottom line” accountability is also important.

3. Any activity that is intended to assist low income and disadvantaged individuals to better cope for themselves, or which strengthens community needs to included in the definition of “charitable”.  This includes income generating activities and partnerships where “for profit” entities are involved

4. Networks of community based organisations, including peak bodies (like SACOSS, YACSA and Shelter at state level and their national counterparts) need to be included in definitions related to “charities and related organisations)

5. Activities and functions that support multi-faceted assistance to individuals, families and communities also need to be included in definitions.  These functions include:

· Vocational and self development education and training

· Recreation

· Child Care

· Advocacy and advice

· Research, innovation and development

· Community art and festivals

· Land care and related environmental protection activities

· Community Development

· Prevention and harm minimisation activities

· Promotion of Human Rights

6.
It is the end use of generated funds that should determine the categorisation of an organisation.  Activities whose end goal is to provide services to individuals or communities should fit within definitions of “charity” while activities that generate a return for share holders should not fit within these definitions.  There is consequently no purpose in distinguishing between the commercial and non-commercial activities of “charities”.

7.
Adelaide Central Mission highlights the following recommendation from the Uniting Church in Australia submission:

“The Uniting Church proposes that the government explore the establishment of a model similar to the Charities Commission for England and Wales as a means of promoting charitable activity in Australia, regulating charitable organisations and ensuring public accountability and transparency”

BACKGROUND

This brief paper is supplementary to that submitted by “The Uniting Church in Australia”.  Adelaide Central Mission fully supports the views and recommendations made in the “UCA Submission”.

The following responds to selected questions from the Issues Paper, dated 10th November 2000, and responds, approximately, in their order from that paper.

Throughout this paper the term “charity” is used as shorthand to refer to any organisation that is not for profit and provides services that are understood to be benevolent, charitable and for the general public good.  Such organisations are managed by an elected, volunteer governance structure with no financial dividend returned to participants or members, other that paid staff.

Information about Adelaide Central Mission

SUMMARY of ADELAIDE CENTRAL MISSION

The forerunner to Adelaide Central Mission was established on 1864 with Mission status being conferred in 1901 through the Maughan Methodist Church which is based in the heart of the Adelaide central business district.

ACM is one of the largest charitable organisations in South Australia with a bulk of our services provided within the state boundary.  Some services are provided in rural locations, with a majority of service provision in the greater metropolitan area of Adelaide.

Currently ACM provides 37 different, discrete services with a strong emphasis on strengthening communities, supporting individuals and families and breaking the poverty cycle.

ACM FINANCIAL SUMMARY

1999/2000  Income






$20,291,000


comprising 
earned income

$  9,915,000




(includes trading turnover
$  2,615,000)




Government subsidies
$10,376,000

1999/2000 Expenditure





$20,162,000

Over the last 3 years expenditure on services has grown at an average of over 8% per year.

ACM SERVICE OVERVIEW

About 58,000 direct services* were provided during 1999/2000, an increase of about 30% compared to the previous year and an increase of about 70% over the last 4 years.

*  NOTE:  This figure is calculated by aggregating units of service delivery over the same 12 month period.  So one counselling session is a unit of service delivery as is a full year of residential aged care for one person.  Referrals, enquiries and information provision are not included in this aggregation.
 For 1999/2000, significant areas of Service Provision included:

Residential Aged Care:




     211 people

Respite Occasions (not included in numbers above)

  7,344 occasions

Constant Care (aged persons monitoring)


  5,109 clients

Lifeline / telephone assistance



16,971 callers

Byron Place Community Centre



  2,200
clients

Counselling






  8,572 clients

Vocational training





  6,507 training hours

Christmas hampers / meals




  3,000 people (approx)

Current Social and Economic Environment and Changes

ACM sees a number of significant, sometimes contradictory, changes in the current social and economic environment including:

· Retreat to the Centre, both geographically and in attitude

· Early shift in dominance of the neo-classical economic model as the dominant paradigm of public policy

· Growing divide between rich and poor at state, national and international level

· Retreat from leadership by government

· Privatisation and Outsourcing of essential government services and responsibilities.

· Diminution of rights of citizens

· Paradox of growth of localism while globalisation also grows

· De-skilling and casualisation of the labour force

· Dominance of “short-termism”.

· Information Technology and “Information Rich / Information Poor” divides

Some of the impacts of these changes, as seen by Adelaide Central Mission include:

· Decline of rural communities

· A struggling State economy with high levels of unemployment and low labour force participation rates. (refer appendix A for statistical summary)

· Drift of talented young people to the eastern seaboard of Australia and overseas

· Sydney-centric policies from the Commonwealth Government that are out of touch with the needs of people in regional Australia

· “Blame the victim” attitudes to low income households by policy makers and media

· “Market Failure” in the provision of many community services, triggered by the withdrawal of government funds and service provision.

· Uncertainty about the future for a large number of households.  This coupled with  income uncertainty is putting substantial pressure on relationships and contribution to large increases in addictive behaviour (particularly gambling)

Some of the implications of these changes for Adelaide Central Mission stewardship include:

· Significant growth in provision of services by Adelaide Central Mission, achieved through an increase in the number of services provided and the number of people assisted in some services

· Extra resources need to be allocated to tendering for government funding, and extra resources required for compliance, including dealing with Tax system changes.

· Increasing need and desire to work in partnerships, some short term and specific, others longer term and broad.

· Expectation of government funding programs that corporate sector funds are utilised to (part) fund services

· Funding requirements to charge fees for services, (eg HACC and Aged Care)

· Squeezing of resources to meet demand for services, the 71% increase in people assisted through service delivery was achieved with a 32% increase in income

· Growing pressure to attract and retain high skill people

· Need to encourage greater levels of training and tertiary education amongst staff and volunteers

· Significantly increased workload for the (volunteer) Board of Management to oversee governance, probity and fiducial responsibilities.

Implications for How ACM is Defined.

Some implications of the comments above are that ACM operates in a very different way now to the way we were working even a decade ago.

There is no doubt that ACM is the type of organisation that the initial definitions of “charitable” and “benevolent” were intended to cover.  It is clearly church based, hence “religious” and provides direct physical assistance (food, shelter etc) to poor and disadvantaged people.  We continue to provide services of this type. These “four purposes” are important and must continue to be included in any definition of “charitable organisations”

However, the approaches used to assist poor and disadvantaged people now are heavily based on “strengthening communities” and building “self reliance”.  The activities and programs develop to achieve this building of “Social Capital” are supplementary to those traditionally associated with “benevolence”.  Significant strategies additional to well established services now include:

· Vocational education and training programs which are “hands on” and concentrate on building “enterprise” or “life” skills.

· Local network formation where citizens from a geographic region and with a common interest or need are brought together and encouraged to assist each other in achieving goals of mutual benefit.

· Advocacy, where ACM works with individuals and groups to seek change on a matter of inequity

· Community Development, where ACM assists local community groups to improve their situation using local expertise, resources and initiative

· Provision of family centred services including youth services intended to prevent homelessness.

· Research and Development, where ACM undertakes research at local level to assist the identification, extent and solutions to local issues.  Keeping in touch with relevant academic research and feeding outcome and experiences to local development initiatives is another aspect of this function.

· Advice to Government is given through formal and informal processes to assist all spheres of government to adequately support individuals and communities.

Each of these functions are crucial is meeting the goals of ACM in assisting people and communities in need of assistance.  These functions are not currently included in definitions of charities and related organisations.

ACM strongly believes that the activities associated with these functions need to be understood to be part of any definition of “Charitable Organisations”.

The other significant development in the way in which ACM, and similar agencies, are working is through civic partnerships, which may be with other charities, companies or government. 

Where a partnership is formed for community benefit, ACM believes that the partnership needs to be covered by any definition of “charitable” organisation that is accepted, even where for profit companies are involved.

Major Influences for the Coming Decade

Further to the influences listed above, the following attempts to condense the vast array of issues affecting society over the coming decade, the key factors entrenching poverty and widening the income gap include:

1. The revolution in the labour market over the last 2 decades, which have been

characterised by high unemployment, falling wage rates for lower income people

and a majority of new jobs being low paid.

2. Uncertainty in the labour market has major implications for capital formation at

key periods of a person's lifecycle. For younger people uncertain employment

means that interest on loans for housing and household formation are set at a

premium, if they are available at all. This pushes younger households who were

previously homeowners in to the rental market. Similarly traditional

"breadwinning males" who historically would be acquiring wealth and increasing

consumption once children left home, are unemployed at high rates and very

uncertain about their futures and "ability to provide". These and related

circumstances drain wealth from low and modest income households.

3. Inadequate education and training options have failed to provide most lower

income people with the skills endowment necessary to find a place in the world of

work, where capital and / or land endowments are not inherited.

4. Environmental issues will also be of growing importance to all sections of the community, with there being a high correlation between regions of ecological as well as social / economic decline.

5. Increased levels of isolation and loneliness, driven by many factors including technology, ageing and the mobility of the labour force

One of the outcomes that we expect to emerge as Communities deal with these issues is the move to “triple bottom line” accountability.

Triple bottom line accountability requires entities, businesses, governments and community organisations, to manage economic, social and ecological resources to achieve sustainable outcomes.  This construct will mean that the creation of “social capital” will become more important for all entities within the community.

The implications of this for “charities” are that participation in a wide range of civic partnerships and alliances will become more important and that charities will need to focus their activities on the “creation of social capital” rather than on “benevolence”.  Their role in “Social capital formation” will a major contribution that “charities” will make to partnerships and multilateral alliances.

The implications of this theme for the definition of “charities” is that the focus of definition will need to move to one of organisaitons that “build social capital” rather than definition in terms of benevolence.  Such definition will also need to be cognisant of processes which promote the objectives of “triple bottom line” accountability.

Another significant implication of these major trends is that “Charities” will need to focus more intentionally on research and development and to foster innovation in their own organisations, in partnerships and in the broader community.  ACM views the recognition of the importance of R&D in defining “charities” as significant for this Inquiry.  There are implications of this issue for funding and taxation matters that are identified but not further developed in this paper.

SUMMARY – Influences for the Coming Decade

The definition of what are currently “Charities” and “benevolent organisations” will need to shift to definition of Organisations in terms of those whose purpose is to build “Social Capital” in its myriad forms.  Recognition of participation in “triple bottom line” accountability is also important.

Note:  This section has raised concepts that are currently being considered “in the literature”.  We have not defined “Social Capital”,” Civic Partnership” or “Triple Bottom Line” in any detail, but refer the Inquiry to current literature on these issues.  We particularly note the current work being undertaken on the “Measurement of Social Capital”, by the Australian Bureau of Statistics which may generate some concepts that are useful for this Inquiry.

Key Characteristics of the Sector as a Whole

Many of the key issues for the sector as a whole are similar to those confronted by Adelaide Central Mission, including:

· Increasing importance of corporate support and earned income to maintain financial stability.

· Increasing difficulty in attracting “the charity dollar” through fundraising due increased competition due to the emergence of large medical research foundations, elite sporting clubs, dramatic rise in gambling

· Importance of networks, including peak bodies to assist with understanding of and providing input to legislative and regulatory change

· Growing importance of quality assurance and accountability processes.

· The need for multi-faceted strategies to deal with individual and community problems that are complex

· Importance of partnerships at a time when cooperation is hampered by the introduction of competitive tendering for services by “charities”.

From this we make the following observations that impact on definitions related to “charities and related organisations”:

1. Any activity that is intended to assist low income and disadvantaged individuals to better cope for themselves, or which strengthens community needs to included in the definition of “charitable”.  This included income generating activities and partnerships where “for profit” entities are involved

2. Networks of community based organisations, including peak bodies (like SACOSS, YACSA and Shelter at state level and their national counterparts) need to be included in definitions related to “charities and related organisations)

3. Activities and functions that support multi-faceted assistance to individuals, families and communities also need to be included in definitions.  These functions include:

· Vocational and self development education and training

· Recreation

· Child Care

· Advocacy and advice

· Research, innovation and development

· Community art and festivals

· Land care and related environmental protection activities

· Community Development

· Prevention and harm minimisation activities

· Promotion of Human Rights

Factors Impacting Differently on For Profit and Not For Profit Organisations

In considering this question we consider 2 aspects:

1. Not For Profit organisations conducting commercial activities to generate funds for “charitable” purposes

2. For Profit organisations conducting fee for service “community services”.

In considering the notion of charities conducting commercial activities, ACM contends that increasingly this is expected of charities by governments and the broader community.  Similarly “charities” need to diversify income sources in order to resource service provision meaning that activities conducted to generate a surplus are increasingly significant in the stewardship of service provision agencies.

We believe that where funds are being generated for a service provision that meets accepted “charitable” definitions, then this income generating activity should be included the definition.

We understand that there may be circumstances where the size of the commercial arm of an organisation is large compared to it’s service delivery capacity.  To reduce the likelihood of this outcome, ACM would accept that a cap could be set it terms of total commercial type activity income as a percentage of the total service delivery expenditure across an agency.  Funds generated beyond this level would then increasingly, through a series of increments, be treated as commercial (for profit) return.  Further consultation would be required to set such “caps” and “increments”.

Similarly we believe that where an activity that may have community service elements is conducted to generate a profit, then that activity should not be included in definitions of “charitable” since the end goal is to generate financial return for shareholders.

In summary, it is the end use of generated funds that should determine the categorisation of an organisation.  Activities whose end goal is to provide services to individuals or communities should fit within definitions of “charity” while activities that generate a return for share holders should not fit within these definitions.  There is consequently no purpose in distinguishing between the commercial and non-commercial activities of “charities”.

We also note that there are significant differences between For Profit (FP) and Not For Profit (NFP) organisations, including:

· Inability of NFP organisations to, in general, adjust prices for services, due to the inability of most service recipients to pay.

· Many NFP services face a virtually infinite demand, yet are constrained by very finite resource levels.

· Many decisions made by NFP organisations are driven by moral and ethical considerations rather than market forces.

These factors mean that NFP organisations cannot effectively act within the laws of “Market forces” and so need to be treated differently for legal, taxation and accountability considerations.

We note the important linkages between definition of “charitable purpose” and taxation law, while acknowledging that these issues are beyond the scope of this Inquiry.

Definition of Adelaide Central Mission

Functionally ACM operates as an Incorporated body, under South Australian legislation and is understood to be a “charity”.  It also fits broader definitions of being “Not For Profit” and a “Public Benevolent Institution”.

ACM is also an incorporated body within the South Australian Synod of the Uniting Church of Australia which is defined by legislation as a religious organisation.

Based on the issues discussed in previous sections of this paper, ACM considers current notions of “benevolence”, “charity” and the “four purposes of charity” to be useful but of inadequate scope.

Current definitions restrain ACM as they are inadequate in encapsulating the broad range of community strengthening, advocacy, information and innovation functions that we perform.

We do not consider that distinguishing between “direct” and other forms of assistance is helpful since different individuals, families and communities respond best to different forms of assistance.

Revised definitions for “charities and related organisations” will need to incorporate the breadth of activity undertaken by these organisations.  We consider that definitions developed from the concept of “building social capital” may be useful.

Framework for Classification of Charities and Related Organisations

Adelaide Central Mission highlights the following recommendation from the Uniting Church in Australia submission:

“The Uniting Church proposes that the government explore the establishment of a model similar to the Charities Commission for England and Wales as a means of promoting charitable activity in Australia, regulating charitable organisations and ensuring public accountability and transparency”
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