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(Ref: MM2344)
Inquiry into the Definition of Charities and Related Organisations

c/-  The Treasury

Parkes Place

PARKES ACT 2600

Dear Sir/Madam

Please find enclosed Barnardos response to the Inquiry. Attached is a copy of our Corporate Plan which gives a clear definition of our values, objectives and strategies.  Also included is our Annual Financial Report and Annual Review.  Whilst we are a highly adaptable agency, we would point out the extremely difficult environment in which we operate, and the need for reform of definition of “charities” to be very conscious of its effects on the most vulnerable members of the community and those trying to meet their needs.

Recommendations:

1. There needs to be greater tax incentive for corporations and businesses to donate.

2. There needs to be a compact in Australia which clearly defines the role of charities and their relationship with Government.  In particular we need to articulate the levels of Government influence over charities and peaks.  We would point out the compact which has been negotiated in the United Kingdom as a potentially useful model.

3. There needs to be a body, independent of Government, to review eligibility for charitable status and which can reflect community attitudes.  “Social need” should determine eligibility for charity status, and the current definitions are creating real problems for the community and charity fundraisers.  Self-help advocacy groups need to be included, but should also take into account pressures on the public to donate.

4. In order to achieve parity between groups seeking public donations there needs to be community accountability through uniformity and transparency in the way “financial statements” are presented.

5. Peak groups need to have PBI status and have donations tax deductible.

6. Once charitable status has been approved, there should be exemption for income tax, State and consumption tax.

7. There should be greater clarity between “religious” and “social purposes” for the sake of transparency.

Size and composition of the sector

Appendix 1 provides information on the size of Barnardos including income and expenditure figures. As you will note we have limited financial reserves and capacity to cope with major changes in the financial environment.  

The areas of work in which we try to achieve our  “social goals” include: substitute care (foster care being the major way the Government funds to look after children who are not in their family’s care), family support, childcare, community development, home visiting, counselling, crisis accommodation, group programs and advocacy. Considerable agency resources are placed in responding to Government inquiries.

It should be noted that across Australia substitute care services have been seen to be most effectively provided by the non-Government “not for profit” sector. Governments have proved very poor providers of service and there has been little attraction for “for profit” groups to participate. Where “for profit” groups have become involved this has been problematic as the industry does not have the infrastructure to protect standards for clients such as accreditation systems, to allow for real competition. Family support services are universally seen as inappropriate for Government to deliver and have not attracted “for profit” providers. Where we do run services which would normally face competition from “for profit” providers eg. childcare, we do so in geographic areas where the market has not met need.

Charities bring extra resources to the delivery of services and this can be clearly seen in our fundraising and use of this to provide direct service.

Currently Barnardos is able to mobilise the work of many hundreds of community volunteers. We employ over 240 people in a range of capacities. Stability in our financial environment is essential as we have limited reserves to cope with changes in the financial environment.  Charities are employers, with an economic structure which has developed over a long relationship with Government.

Attributes, purpose and behaviour of the sector, changes within the sector

· The environment is an increasingly difficult one in which to raise funds for child welfare.  There needs to be recognition of the great diversity of organisations seeking community support and some social value must be placed on the different types of services being offered by these organisations. For example organisations sending children to Disneyland when they are terminally ill have relatively little difficulty raising money compared with those providing preventative services for the homeless.   We believe that some charities are more valuable socially than others but at present all enjoy the same status, and this is confusing for the public and makes fundraising for vital social services difficult.

· There are currently over 11,500 organisations registered as “charities” through the Tax Office (Womens Health, August 2000). Barnardos is concerned about the rise of one-off charities and small charities.  We understand that there are between 10 and 15 new charities being registered each week (Womens Health, August 2000) and we believe this to be confusing for the public.

Recommendations: It may be desirable to form a body independent of Government to review eligibility for charitable status which can reflect the community’s attitudes.  We believe “Social need” should determine eligibility for charity status, as the current situation is creating real problems for the community and charity fundraisers.

In order to achieve parity there needs to be some form of community accountability concerning the way “financial statements” are presented and such statements need to be transparent.

· The community is failing to meet the need for funds to get services to children. Barnardos is most appreciative of those organisations and businesses which regularly support us with donations.  Without this ongoing commitment from the business and corporate sector, Barnardos would be unable to provide the required level and diversity of services which, it believes is essential for vulnerable families and their children.
Barnardos is also aware that the Federal Government has expectations that more businesses should support charities as part of their community partnerships. Barnardos believes that many businesses will be unable to provide financial and “in-kind” support without additional incentives and the development of a process to enable business to understand the welfare sector and its needs.

The cause related marketing concept which has been embraced overseas as bringing valuable benefits to both the community and the companies involved, is in it’s infancy within Australia.  Whilst international companies see the benefits of their overseas branches many Australian businesses and their associated advertising agencies, lack understanding of the concept and in turn the associated benefits.

Additionally, the business sector is looking towards supporting those organisations, which can provide 1:1 involvement of their staff in a volunteer role. This can be problematic for some charities due to the nature of their core business activities eg preserving the privacy of sexually abused children. 

Barnardos is aware that in the current climate there is an increased demand for welfare programs of various types, particularly those targeting the most vulnerable groups such as families and children at risk of violence and abuse. Given the current financial constraints, Barnardos is struggling to meet this additional demand because of the difficulty in raising public donations and expectation by government of matched funding.  Without significant additional funds from Corporate Australia the capacity of Barnardos to respond to increased demand is problematic.  

Over the next decade the principal concern for Barnardos as a regional-based charity ie one without “national coverage”, and thus highly unlikely to attract national sponsorship, is the uncertainty of public and corporate donations.   Contributing to this uncertainty is the frequency of changes in tax legislation and the lack of incentives for corporate Australia to contribute to charities.  

Recommendation:
There needs to be greater tax incentive for corporations and businesses to donate.

· Competition has increased in all facets of our work, and this is resource intensive and often wastes limited resources:

· In welfare we compete for government grants;

· In marketing we compete for individual donations from the public, corporate sector, trusts and foundations;

· In merchandising we compete with other charity groups and non-profit groups;

· In employment we compete with private enterprise;

· In attracting support from individuals, corporate, e-commerce, state, national, international celebrities and business leaders.

Considerable agency resources are spent preparing submissions for funding and a success rate of 1 in 10 may be all that is achieved, this means that we need to fund many unsuccessful submissions. 

One particular problem for charities is our capacity to compete for marketing staff. Because of the low wage structure in the welfare industry compared with marketing and PR, marketing staff of reasonable calibre can be more expensive to employ than the Chief Executive of a welfare agency, this creates considerable difficulties.

· Barnardos, over the hundred years of operation, has been increasingly dependent on State and Federal Government funds for completion of their task, however we have not changed our view on the need to maintain independence from Government. We see this in many ways as appropriate. Barnardos maintains a high level of Government funding as it is government’s role in a democracy to determine broad social goals and identify areas of need. Nevertheless we believe that it remains essential for charities to have financial independence.

· There is ongoing pressure to seek affiliation with business, however we have not been aware of an increase in corporate involvement.

Barnardos has always sought greater links with corporate Australia and local businesses however, there is little evidence to suggest an increase in support from business in the future. Barnardos receives supports from many businesses, but despite an active marketing department this remains a small contribution to overall expenditure. It is expensive to attract and maintain corporate support and sponsorship.

· There is ongoing financial pressure to find alternate funding sources.

The search for alternate sources of income has led to attempts to develop ”products”.  Whilst Barnardos has always sold merchandise such as Christmas cards, we are now increasingly looking at the sale of products developed out of our professional expertise.  These products are well within our Mission as they aim to improve welfare practice across the sector.

· Barnardos faces pressure to ensure consumer participation, we do not always believe that this is appropriate.

Barnardos has actively worked to ensure consumer participation in our services to the greatest extent possible. It is however an extremely difficult concept in the area of child welfare with a highly professional and complex organisational structure. Families are very often in crisis whilst receiving service and children have a time limited involvement with us. Consumers have therefore only been limited in their involvement in the governance of Barnardos. Whilst we had an adult child migrant on our Board and have encouraged greater participation at the local level with immediate program issues, we do not believe that Government should insist on consumer participation on Boards of management.

· We face increased competition from “for profit” providers, which has increased problems for clients of child welfare services. There are no established standards and poor licensing of children’s facilities, and therefore Government has been able to subcontract services with no eye on quality of service provided. An example of this is the NSW Government funding of non-licensed, poor quality, substitute care (eg. care for children by unsupervised staff in motel rooms).

· Charities are of increasing importance to Government in delivering welfare services. In areas which the public is prepared to support, and Government admits that it cannot meet need, there is advantage in using a charity. In the child welfare industry it should be clear that it is advantageous to the community for Government to do business with agencies which can add resources to service delivery (eg. supplementing grants with extra funds). However this situation is made very difficult as there are no “standards” and Government bureaucrats often do not have the expertise to judge the effectiveness of programs. Maintaining standards, and sometimes even licensing and certainly outcome measures have proved to be elusive for Government.  It should be noted that across Australia substitute care services have been seen to be most effectively provided by the non-Government “not for profit” sector but that Governments have proved very poor providers of service. 

· Our capacity to compete with other industries for labour is becoming less effective. 

When competing for skilled staff with other industries we are at a disadvantage particularly in the areas of marketing, IT, accounting and senior administration. Disparities between levels of responsibility and salaries across our various functions are most marked eg a welfare worker with responsibility for many millions of dollars and a staff of 50, may receive much less money than we have to offer an IT professional with very limited responsibility. See comments above on the difficulty of recruiting marketing staff.

Wholly or partially charitable, religious or community services not for profit

Barnardos is not affiliated with any broader body for example a church, and has a well‑defined and limited mission statement (that is we are not involved in a wide range of client groups or activities). We believe that there should be some attempt to “quarantine” the charitable work of larger, multi-purpose organisations.
Whilst we have been pushed into areas which are “quasi commercial’ in order to finance our social ends, it is clear that all proceeds have gone directly to our social goals.

Recommendations:
We believe that the failure of common law to draw a distinction between wholly or partially charitable organisations is inevitable and that consideration of each case should be individual.

There should be greater clarity between “religious” and “social purposes” for the sake of transparency.

Existing definitions of charity and related organisations used in Australia

Barnardos Australia is a registered charity with authority under provisions of the Charitable Fundraising Act 1991 and has public benevolence status.

Barnardos considers itself a charity, our goal is to improve social wellbeing and all our endeavours are aimed at this end. This is complex in the current social and political setting with pressures for contracting, user payment and dependence on Government funding.  We have standard accountability structures ie an independent community Board.  As raised above, we believe the community needs to have more information on priority of social need.

We believe that a number of factors need to contribute to definition of charity:

· A social goal

We believe that the definition of a charity should be a community based organisation with a social goal as its primary activity. As the “moral judgement” about the worthiness of a social goal must always be open to question we believe that if the current accountability of a community Board is not maintained an independent body should be established to determine “charitable” status.

· Not for profit

· Independence of Government, with accountability to the community  

Although Barnardos contracts with Government to run services, it maintains some independence from Government funds and a separate “voice” to the bureaucracy. Funding for Barnardos comes from Government, public donations and limited user payments. Through our work we have always aimed to keep a ratio of public to private expenditure in order to maintain our independence, and allow ourselves greater flexibility to meet social needs.

Ideally charities should have some financial independence from Government. Grants in our experience are never adequate to provide high quality service and public donations are important to increase the scope of our work and to contribute to quality services.

However in some circumstances Community Service Providers, who have to rely solely on government, should also be seen as charities. They need to be independent of Government or not seen as a quasi-government arm in order to effectively reach their client base. 

Financial independence also allows for the appropriate fast response to social problems which political and bureaucratic processes cannot provide.

Other matters – Peak bodies
Barnardos believes that “peak” bodies are an important element in the effective and efficient delivery of welfare services.  We therefore believe that they should be entitled to PBI status.

Relationships between “peak” bodies and Government have often been strained and Barnardos would like to see investigation of a compact between peaks (and charities) which outlines the nature of the relationship.

Recommendations: There needs to be a compact in Australia which clearly defines the role of charities and their relationship with Government.  In particular we need to articulate the levels of Government influence over charities’ and peaks’.  We would point out the compact which has been negotiated in the United Kingdom as a potentially useful model.

Peak groups need to have PBI status and have donations tax deductible

Yours sincerely
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Louise Voigt

CEO

Barnardos Australia

Appendix 1
BARNARDOS AUSTRALIA

Barnardos Australia is a non-government, non-denominational welfare organisation which has been helping severely disadvantaged children in Australia for over 115 years. It is the foremost children’s charity in NSW and the ACT, catering for children at risk of abuse and neglect. Children of all backgrounds and cultural heritage find help through the 50 integrated welfare programs, which Barnardos operates in 7 locations. Every year Barnardos assists approximately 6,000 children and their families through the services we provide.

We take a holistic approach to welfare, through the provision of high quality targeted services, based on research into the needs of children and the evaluation of child welfare practices. Services are targeted to areas where they can do the greatest good, balancing the need for prevention with the need to actively help those who are already harmed.

We aim to assist those for whom we cannot directly provide services, through establishment of best practice standards, advocacy for disadvantaged children and dissemination of information on programs and management which have been drawn from practice.

We aim to remain a long-term child welfare agency, responsive to children’s needs and readily accessible to the children of Australia.

The following figures are extracted from information contained in the Audited financial statements of Barnardos Australia, lodged with the Australian Investment & Securities Commission.  (Attachment 2.)

Barnardos Australia operations for the year ended 30 June 2000 were made up as follows:

Table 1

Source of Funds
2000

‘000
1990

‘000

Federal Funding
773
347

NSW State Government Funding
7,067
1,983

ACT Government Funding
1,213
1,353

Donations and Corporate Sponsorship
2,236
685

Bequests
1,298
549

Merchandising
673
422

Return on investments & Other Income
1,243
736

Total
14,503
6,075





Expenditure



Welfare Programs
12,410
5,601

Fundraising 
978
481

Merchandising

625
307

Public Relations and Administration

583
205


14,596
6,594

The areas of work in which we try to achieve our  “social goals” include: 


· substitute care (foster care being the major way the Government provides funds for children who are not able to live in their family’s care)

· family support

· childcare

· community development

· home visiting

· counselling

· crisis accommodation group programs and advocacy


Currently Barnardos is able to mobilise the work of over many hundred community carers. We employ over 250 people in a range of capacities. Stability in our financial environment is essential, as we have limited reserves to cope with changes in fundraising.

“Barnardos Australia’s financial aim is to fulfil our long-term obligation to children dependant upon our care, maximise all resources for children and remain accountable to our clients, donors, governments and communities. 

We aim to hold liquid and negotiable assets equivalent to four months expenditure.

Barnardos plans to co-operate with, but maintain independence from, government, aiming for 30% of welfare funding from non-government revenues.” 

(Extract from Corporate Plan 1998-2002).

Over the past ten years Barnardos has expanded as can be seen by the comparison between our present financial figures with those figures of 1990, as indicated in Table 1.

Since 1990 Barnardos has grown from 30 welfare programs to 50.  Due to this increase we need our income from non-Government sources to reflect this growth.  New programs are generally initiated by a Government grant, for a proportion of the costs of running the program, which means that part of the cost of running a quality welfare program needs to be met by voluntary contribution.  The change in financial requirements is reflected in the comparison between 1990 and 2000 as noted previously.
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