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Inquiry into the

Definition of Charities and Related Organisations
Response by the Association of Childrens Welfare Agencies

(ACWA) to the issues paper released November 2000

Introduction

While the scope of the inquiry is broad and while the Association recognises that there are a many fields of charitable work, ACWA's submission will largely focus on human services designed to address social disadvantage.

Historical and Social Context

The not for profit sector is an important part of Australian society and has been so since early in European settlement. indeed in NSW the first organisation formed to undertake welfare and relief work was the NSW Society for Promoting Christian Knowledge and Benevolence in the Territories and islands which was established in NSW in 1813 and continues today as The Benevolent Society. Even the Girls Orphanage established by Governor King shortly after his arrival in 1800 was managed under the stewardship of a Committee. This involvement of the community providing services directly or administering government funds has been a continuing feature of the strong not for profit sector in Australia.

Political, social and economic circumstances have gone through many changes over the years and in 2001 we find ourselves in an environment where in response to social disadvantage, partnerships are more important than they have ever been. Partnerships between different community agencies, partnerships between not for profit agencies and government; between not for profit agencies and business as well as partnerships involving the wider community.

Reliance on not for profit or charitable organisations to address social problems has grown. The expectation that all community sectors (involving community agencies, business and government) will share responsibility for addressing social need and the reduction in the level of direct provision of welfare services by government have increased the reliance on the not for profit sector. This sector is no longer simply a last resort for the destitute, as it may have been a hundred years ago, but is now working at the core of a wide range of social programs to address social disadvantage.

This social disadvantage can take many forms and is not restricted to material need or poverty in absolute terms. Social disadvantage can be due to many factors including age, disability, isolation, gender, education or ethnicity.
It is in this changing and challenging environment that charities and not for profits operate are endeavouring to survive and effectively meet the needs of their target groups.

The Inquiry

The inquiry faces many challenges not the least of which is resolving the anomalies within the community services sector. For example aged care organisations are recognised as charitable but not childcare organisations. Charities that administer the actual emergency financial assistance can attract tax deductible status for any donations they receive but self‑help groups for the same target groups may not. Organisations that work directly with clients to alleviate poverty can attract Fringe Benefit Tax exempt status, however, those advocating for their clients, or trying to prevent poverty through research and advocacy cannot.

These areas must be addressed if partnerships for social good are to be maximised and a wider range of activities embraced to assist disadvantaged people. Government policies to encourage and support partnerships between business and the not for profit sector will be greatly assisted if the partners are freed from current barriers and given greater scope for the development of creative and effective ideas.

The Way Forward

ACWA believes that the concept of a charity as being an "endeavour, often altruistic, in pursuit of the public good, and in the public interest" is still sound and appropriate for the new century. We agree with many others however in concluding that the four 'heads of charity' are no longer helpful, suffering from both language and conceptual problems.

Australia does not have the history of philanthropic donations that exists in (say) the United States of America. Notwithstanding the tax assistance that has existed, many companies have not seen it as part of their agenda to support or become involved in social programs. The lack of uniformity has been confusing for them and the limitations on whom they could assist and gain relief have meant that some local opportunities have been lost.

This is largely because the growth of community based services since t4e late 1970s and government funding of local services to meet local need has meant that a large number of diverse organisations have emerged that have not been able to secure the status of a "public benevolent institution". Add to these the many self help groups that arise to fill gaps and provide support within target communities and a picture emerges of inconsistency and inequity. Some services struggle to raise the funds to deliver services, to augment whatever government assistance they get, and to confront the management challenges of the current era, others can offer benefits to corporate partners or can support a quality management regime.

The concept of direct work with clients is simplistic in that it assumes that it is better to give a client material assistance than to change the circumstances which cause them to need the material assistance. Community welfare organisations aim to address both levels and both levels of activity need to be supported by government. It is now a common and appropriate practice for agencies which deliver direct material assistance to also have education, prevention and community development programs including advocacy to effect change in the client's social environment. The fact that some organisations do not offer the range of interventions frequently reflects the difficulty in securing funding and support for indirect service initiatives.

Purpose vs Activities

Despite recent changes to tax law and the resultant examination of the commercial and non commercial activities of not for profit organisations, ACWA submits that the primary concept for definition of a charity should be the organisation's purpose. Within that purpose, and taking into account the legal status of the organisation, there is an expectation that any surplus of income over expenditure, overall or from individual ventures, will be applied to the purposes of the organisation. Thus any tax exemption is benefiting and augmenting the capacity of the organisation to undertake activities to achieve its aims.

In this area, the issue of a charitable recognition of some benevolent functions of a commercial organisation runs into problems but if there were concessions for specific charitable work by otherwise profit making companies then some tax relief would not be opposed. Their classification however, as a charitable organisation would be problematic because some funds gained for the company would end up with the owners or shareholders rather than in providing services to disadvantaged people. The meaning of charity would change forever.

Conclusion

New wording for the concept of "charities" will make the intention clearer and provide a greater relevance for application of rules and concessions.

We support the work undertaken by NCOSS for the Forum of Non Government Agencies in NSW that seeks to base the definition on ‑ "the dominant purpose of a non‑profit community organisation being the relief of poverty, or the promotion or improvement of social, environmental. spiritual or cultural well‑being or similar purposes, beneficial to the community."
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