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Executive Summary

The size and composition of the sector:

The Alcohol and other Drugs Council of Australia is the peak body for the alcohol and other drugs sector in Australia. There are 700 ‑ 1000 non‑government agencies working in the field providing treatment, prevention or support services, who receive considerable funds from government, business and public fundraising. Non‑government agencies provide a critical role in reducing the impact of the misuse of drugs on the individual and on the Australian community.

Current definitions used within the sector:

The majority of alcohol and other drug agencies have endorsement as income tax exempt charitable entities, and as deductible gift recipients. Those without such status tend to be newer organizations, often prevention agencies, where the ATO has disallowed it despite similar purposes to other agencies that have such status. The ATO should not be in the position of assessing eligibility; this should be done by a national Charities Commission as in the U.K.

Changes within the sector due to the changing social and economic environment:

•
The alcohol and other drug sector is currently facing both demand and supply crises: First, the demand for alcohol and other drug services is increasing at an unprecedented rate which is not matched by funding; second, there is a severe staffing crisis for early intervention, treatment, rehabilitation, support and prevention services.

•
NGOs need certainty to provide sustainable services. Government financial support is limited, focuses on activities, with limited support for infrastructure including staffing. Government funding is also predominantly one year only and results in programs being insecure with resultant staffing problems. Business funding is often one off, and the sector has generally been limited in its ability to obtain funds from public fundraising. Until there is sustainable funding from a range of sources through an effective social coalition, the sector will be less effective in reducing drug related harm.

•
The changes to the tax system in terms of fringe‑benefits tax from 1 April 2001, will be devastating as the sector has extensively remunerated staff through salary packaging. It is estimated that once the change is operational the staffing budget for a typical organization will increase by 14.2%. Agencies need to be compensated for this increase as well as the cost of implementing GST.
How should AOD Organisations be defined?

ADCA believes that definitions of charities should be based on the purpose of activities not the nature of activities. Any organization whose aim is to reduce the harm caused by alcohol and other drugs should be classified as a charity/benevolent organization, if it is a not‑for‑profit organization. It should not matter if its primary activity is treatment, prevention, research information services, or being a peak body for constituents ‑ the definition of primary and secondary functions is irrelevant. If the organization is totally devoted to the aim and is ploughing any income received above costs into provision of more activities to achieve an important public purpose it should be classified as a charity.

Without funding increases from governments, NGOs will need to "find" additional funding. More and more non‑government organisations will need to undertake public fundraising, form partnerships with business; put a lot of time into advocacy and lobbying, and charge a minimal cost for some services. So all these kinds of "money raising" activities need to be included as acceptable kinds of activities within organisations defined as charities. They will then be able to play a more effective role in providing a critical service to the Australian community.

Introduction

This submission will first define the role of the Alcohol and other Drugs Council of Australia, the peak body for the sector. It will then provide:

‑

an outline of the size and composition of the sector;

‑

a description of current definitions used within the sector;

‑
a summary of changes within the sector in recent years due to the changing social and economic environment; and

‑
a framework for defining non‑government alcohol and other drug agencies as charities.

Role of the Alcohol and other Drugs Council of Australia

ADCA is the peak body for the alcohol and other drugs sector in Australia ‑ the national voice for consumer groups and people working to reduce the harm caused by alcohol and other drugs.

The Council develops, in consultation with members and other people working in the alcohol and other drugs field, and with consumers, progressive, innovative, cohesive and equitable evidence‑based policies. It then advocates them to governments, businesses and communities, and raises public debate and awareness about key issues.

There are over 400 financial members of ADCA; these include alcohol and other drug agencies, consumer groups, a wide range of health professionals, lawyers, researchers, police officers, educators, academics, policy advisers, social workers, people involved in correctional services, and other organisations which support ADCA's aims.

Size and composition of the sector

There are approximately 700 ‑1000 non‑government agencies working in the alcohol and other drugs field. They range from small agencies staffed entirely by volunteers, to agencies with hundreds of staff members with a number of offices in each State/Territory, receiving considerable funding from government, business and public fundraising.
Between them they deliver a range of services aimed at reducing drug related harm. Most focus on prevention, treatment or support. Specific activities include:

•
the provision of treatment services through residential rehabilitation and self‑help groups.

•
community education and early intervention services for parents, young people and clients wanting to change at‑risk behaviour.

•
support services provided to dependent people which include housing for alcoholics, needle exchange programs for injecting drug users, sobering up shelters for intoxicated people;

•
youth early intervention migrant services.

•
peak bodies which represent alcohol and other drug agencies, and

•
NGO research and information organisations.
Clients are mainly on lower incomes and agencies are mindful of cost of services. Where fees are charged these are usually rebatable from government if for health services, and are only to cover basic costs. Information materials are often sold at cost price.

ADCA estimates that about 70% of the work involves early intervention, treatment and support, with only about 30% primary prevention, peak agency activity, research and information services. Some agencies offer a range of these services.

The importance of this work cannot be underestimated. The misuse of alcohol and other drugs is a major public health and safety issue. Approximately one fifth of all deaths in Australia are drug related, and it has been estimated that the economic cost to the community of the misuse of drugs is about $18 billion annually. Non‑government organisations play a critical role in reducing the impact of the misuse of drugs on the individual and on the Australian community.

Unfortunately there is currently no comprehensive documentation of the cost incurred by non‑government agencies in providing alcohol and other drug services. Some receive government grants and this is documented in various places. Some obtain business and public fundraising dollars and this is documented in annual reports and audited statements of agencies. It is not possible at this stage to document expenditure on alcohol and other drugs from non‑government sources. ADCA has been advocating to the federal government that this be done, as an extension to ADCA's series of reports "Drugs Money and Governments" which documented government expenditure on alcohol and other drugs.

Definitions used within the sector

In terms of classification as charities, public benevolent institutions, religious, or community service not‑for‑profit organisations, the majority of alcohol and other drug agencies have endorsement as income tax exempt charitable entities, and have endorsement as deductible gift recipients.

There are some exceptions, which appear to be agencies whose role is predominately in the "prevention" area. This appears to mainly relate to newer organisations, where the Australian Taxation Office had made the decision regarding tax deductibility, and had not noted that many organizations of a similar

type already had endorsement as income tax exempt charitable entities and as deductible gift recipients. ADCA recommends that decisions regarding eligibility should not be made by the ATO but by a Charities Commission as in the UX (ADCA notes that this issue is covered in detail in other submissions to the Inquiry so is not providing more details in its submission on this issue).

However, most agencies are currently totally exempt from fringe benefit tax (although this will change from 1 April 2001), they can receive GST refunds and tax‑exempt donations from fundraising to support their work.

Changes within the sector over recent years due to the changing social and economic environment

Social demand for services, and unmet needs due to under‑resourcing:
The alcohol and other drugs sector is currently facing two crises. First, the demand for alcohol and other drug services is increasing at an unprecedented rate, which is not being matched by an equivalent increase in funding. Second, there is a severe staffing crisis in the sector for early intervention, treatment and support workers especially. There is also a considerable under‑resourcing of trained and skilled prevention workers to undertake community development activities to develop social capital and build capacity, to develop financial incentive and disincentive programs; to train and provide resource material for health, police and opinion leaders.

There is no question that the demand for alcohol and other drug agencies is not being matched by the supply of such services. A 1998 study of residential drug treatment services found that only 28% of people inquiring about admission to a residential service achieved it, and only 40% of people assessed for mission to a residential service were admitted.' This is a direct result of the under supply of such services.

In relation to the staffing crisis, it should be recognised that the alcohol and other drug sector is not seen as an attractive career option. Staff work in extremely difficult circumstances with complex clients in under‑resourced organisations. Average income levels are much lower than other sectors and government departments. While the recent Social and Community Services (SACS) and related Awards has provided staff with salary increases, this has in turn created significant burdens for many agencies, with a number of jurisdictions failing to provide additional funds to adequately compensate agencies for the SACS Award.

' Connie, P. and Parry, S. (1998) "Alcohol and Drug Treatment Capacity in the NSW, Non‑Government Treatment Sector". NADA Nerwork News, NSW Network of Alcohol and other Drug Agencies, Sydney.

Alcohol and other drug agencies rely on salary packaging to recruit and retain good staff but the capacity to do so will be significantly undermined by the changes to the fringe benefits tax system. This is outlined in more detail below.

It should be noted that the number of staff required in treatment agencies will continue to increase without adequate staff resourcing at the prevention end to jump‑start a reduction of the need for services.

Government financial support:

In recent years governments have contracted non‑government alcohol and other drug agencies to provide services, rather than providing them themselves. This is especially the case in Victoria where most alcohol and other drug services are run by NGOs. A large number of these provide the services under contract to government. In New South Wales, the State Government has disinvested itself of the running of residential rehabilitation programs.

Hand in hand with governments outsourcing services to NGOs in the AOD field have been considerable cutbacks in funding allocations. A few years ago in some jurisdictions, there was recognition of infrastructure costs. Organisations received capital replacement funding, funding for staff development, and maintenance of administrative systems such as databases and software systems to manage services. In New South Wales, however, it is understood there has been no growth funding over the past decade.

Funds to most NGOs are now only provided for on‑the‑ground project activities. This is putting great pressure on community agencies, leading to inefficient information and management systems and reduced productivity. So NGOs have to find funds from elsewhere so that their infrastructure does not grind to a halt.

This is clearly a short sighted approach, which results in the sector becoming internally competitive, competing for scarce funds with agencies which are complementary, rather than enabling the sector to bid for funds for areas of funding through which greater benefits can be achieved, for example, in initiatives in public health, legal systems and corrections, law enforcement, schools, community development and indigenous issues.

NGO agencies response to the economic climate and government tax changes:

Most NGO alcohol and other drug agencies rely on salary packaging to recruit and retain good staff, as it allows them to pay comparable salaries to people doing similar jobs in government positions.

As the majority of NGO organizations in the sector are classified as benevolent organizations and therefore have had exempt status for fringe benefits tax, this has played a crucial role in their staffing strategies, as the tax‑exempt status has allowed agencies to use the money not paid in tax to employ more people to service their preventative, treatment and support work, and to undertake staff development. The saving is also used to resource some infrastructure maintenance costs as noted in the section above.

The proposed $30,000 limit for fringe benefits tax from 1 April 2000 will significantly undermine the work of the alcohol and other drugs sector. ADCA estimates that the staffing budget for agencies, once this change is operational, will be increased by 14.2% per annum. (This estimate is based on analysis of a typical organization which pays an average of 60% of remuneration to staff as allowable benefits rather than cash salary. It should be noted that in this typical organization the "value" level of payment is set for the position and then the itactual" payment is that minus the saving in tax which is retained by the organization, so the system is totally equitable ‑ No staff member at any level gets any advantage.) Unless the Federal Government compensates NGO organisations for this loss in salary budget through the provision of additional funds in grants provided to these agencies the organizations' work will be greatly reduced, and the ability of NGOs to service demand much decreased.

There has also been about a 10% increase in accounting time required to implement the GST processes and reporting on an on‑going basis, which has not been compensated by the Federal Government.

Government funding:

In addition, many governments have moved to one year funding which has caused great problems. Alcohol and other drug agencies need funding certainty in order to manage their services most effectively. One year funding places an enormous burden on agencies, and is a major disincentive to recruiting and retaining quality staff. Unless the Federal Government, and other states/territories which are not already doing so, ensure that all of their funding to alcohol and other drug agencies is provided on a three year basis, and is indexed, the financial problems will get much worse.

The social coalition, partnerships, social capital development and self‑help ‑ making the vision a reality:

The non‑government alcohol and other drug sector recognises and supports the call by the Federal Government for a social coalition, a partnership between government, business and community organisations. This should not be achieved, however, as a result of decreased government funding and leadership. It must be recognised that there is not a philanthropic culture among most Australian businesses, and significant work needs to be undertaken by the Federal Government before one can truly talk about a social coalition.

In addition, there are problems in Government's commitment to pilot funding where they expect volunteers and under‑funded NGO organizations who are already overstretched to continue on with a project without funds after one or two year pilot funding. There is no government commitment to sustainability of projects, yet ADCA believes initial funds should not be provided without ensuring that there will be ongoing State or Territory Government or business financial support for projects if they are successful.

Some of the above issues relate to government legislative, taxation and administrative policies, but they cannot be separated from definitions which will be used to determine government legislative, taxation and administrative treatment.

Too often the government view of the nature of NGOs is unrealistic and not connected with the real world of these organizations. There is too often an idealized picture of charities without appreciating the extremely difficult work undertaken by these organisations amongst essentially extremely disadvantaged communities, for example, some rural areas, indigenous communities, homeless and inner city and outer urban areas such as the South West of Sydney. In these contexts advocacy and representation are key parts of the task.

How should Alcohol and other Drug organisations be defined, based on expectations of the future environment

ADCA believes that definitions of charities should be based on the purpose of activities not the nature of activities.

Any not‑for‑profit organisation whose aim is to reduce the harm caused by alcohol and other drugs should be classified as a charity/benevolent organisation.
It should not matter whether its primary activity is treatment or prevention or research or information services, or being a peak body for the sector ‑ 1he definition of primary and secondary functions is irrelevant. If the organisation is totally devoted to the aim and is ploughing any income received above costs into provision of more activities to achieve the aim it should be classified as a charity or benevolent organization, and be eligible for gift deductible recipient status.

Without funding increases from governments NGOs will need to "find" additional funding. More and more non‑government organisations will need to undertake public fundraising, form partnerships with business; put a lot of time and money into advocacy and lobbying, and charge a minimal cost for some services. So all these kinds of "money raising" activities should be acceptable within organizations defined as "charities" or "benevolent organisations".
Charities/benevolent organisations cannot provide good practice services, have accountable management systems, and retain good staff, unless they undertake this range of activities. These activities are essential if charities/benevolent organisations are to remain viable in the future and continue to provide a critical service to the Australian community.

ADCA believes that organizations should be defined as charities, and receive support based on that definition, on the basis of what they are attempting to achieve, and evidence that they can deliver. It should thus be based on outcomes and not on processes.
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