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THE SALVATION ARMY

SUBMISSION TO INQUIRY INTO THE DEFINITION OF CHARITIES AND RELATED ORGANISATIONS

EXECUTIVE SUMMARY

1.
The Salvation Army is possibly the most recognised charity in Australia and provides a broad range of services in the charitable sector.  It is well qualified to make submissions to this Inquiry.

2.
The Salvation Army believes that charities form a crucial part of our social fabric and ought to be affirmed and encouraged by government.

3.
There are increasing community expectations of the charitable sector to which The Salvation Army has responded.   These expectations include the following:

· The need for professionalism and transparent accountability to the community.

· Increased demands on charities because of changing social circumstances and reduction in government involvement.

· The need for adjustment in the delivery of charitable services due to demographic changes

The Salvation Army’s responses have occurred in an environment which is seeing:  

· The cost impact of professionalism, legal compliance and good governance of charities.

· A reduction in philanthropic giving.

· The increased challenge of reliance on volunteers in an increasingly professional environment.

4. 
Charitable status should be based on the purpose of an organisation and not by assessing the nature of an activity as charitable or non-charitable.

5.
The Salvation Army does not believe it is appropriate to distinguish between commercial and non-commercial activities run by a charity as all of its activities are part of its Mission and not directed to commercial ends.

6.
The Salvation Army believes that the common law definition of charity has served well.  Any codification of the definition would need to allow flexibility to maintain the spirit or intendment of the common law rather than a closed set of categories.

7. The current definitions of public benevolent institution (PBI) do not adequately take into account the holistic approach of many charities where no one purpose (whether religion or welfare) is dominant and where not all activities are “direct”.  

8. The Salvation Army seeks a change to the required characterisation in order for an organisation to be a PBI, for single or dominant purpose of benevolence to a charitable purpose coupled with a majority of benevolent activities.

9. The Salvation Army urges government to acknowledge that administration, research and advocacy are integral to delivery of public benevolence and that the “direct” test ought to be abolished.

10. Definitions in the charitable sector ought to be sufficiently general and flexible to avoid the need for unnecessary streaming of charitable activity in order to take advantage of taxation concessions.

RECOMMENDATIONS

1. The Salvation Army recommends that if an organisation has a major or significant purpose (perhaps amongst others) that is charitable and conducts activities the nature of which is dominantly benevolent then it ought to be entitled to all advantages currently enjoyed by a PBI.

2.
The Salvation Army recommends that it is not appropriate to distinguish between commercial and non-commercial activities run by a charity if all of the activities are a part of its mission and not directed to commercial ends, and any surplus is always reinvested as social capital.  

3.
The Salvation Army recommends that a PBI should not be required by definition to have a dominant or sole purpose.  Rather, the Salvation Army suggests that for the sake of clarity, where an organisation is clearly a charity within the common law definition, and its activities are primarily or in a dominant manner benevolent, then it should be a PBI (provided it meets the other tests of the "public" and "institution"). 

4.
The Salvation Army therefore recommends that the definition of PBI be altered by removing the sole or dominant purpose test and replacing it with "substantial" or "major" purpose test.

5.
The Salvation Army recommends the removal of the "directness" test for PBI employees, as acknowledgement that administration and research are integral to the delivery of public benevolence.  

6.
The Salvation Army recommends statutory definition over evolving common law.

7.
The Salvation Army recommends that charities should be encouraged to develop and adapt to provide services that meet the changing needs of the community.

SUBMISSION OF THE SALVATION ARMY
1.
The Salvation Army
The Salvation Army is possibly the most recognised charity in Australia.  The Salvation Army’s services are open to all, without discrimination.  The foundation of the Salvation Army and its current ethos affirm its religious commitment and its social commitment as equal and indivisible.  The Army describes this as a “holistic mission”.

The Salvation Army is an evangelical part of the universal Christian Church.  Its message is based on the Bible and its ministry is motivated by love of God.  Its Mission is both spiritual and practical, encompassing the preaching of the Gospel of Jesus Christ and alleviating human suffering and distress without discrimination.

2.
Opportunity to contribute to Inquiry
The Salvation Army is pleased to have the opportunity to contribute to the Inquiry established by government into existing definitions of charitable, religious and community service not-for-profit organisations within Commonwealth Law and Administrative Practice.

We observe that the Inquiry is not seeking submissions on issues related to the taxation of charities and comment that the interconnection between the definition of charity and charitable groupings and their taxation goes to the core of the Government and community support of charities within Australia.  Tax concessions depend on compliance with definitions.  Accordingly, a reference to taxation implications is inevitable.

3.
Objects of The Salvation Army
“The objects of the Army shall be the advancement of the Christian religion….and, pursuant thereto, the advancement of education, the relief of poverty and other charitable objects 

beneficial to society or the community of mankind as a whole.”  

(Extract from Section 3, The Salvation Army Act, 1980)

This diverse mission is expressed in one of the earliest mottos of the Salvation Army “Heart to God, Hand to Man”.

4.
Values of The Salvation Army 

The Salvation Army values: 


Human dignity
we affirm the worth and capacity of all people


Justice

we promote healthy and whole relationships, and good society


Hope


we work for reconciliation, healing and transformation for all people and creation


Compassion

we feel compelled to stand with and do something about another’s suffering


Community

we build community and meet with God in our encounter with others

5.
Attributes of The Salvation Army
The Salvation Army is viewed by the community as highly committed, visible and  trustworthy.

The Army provides a seamless approach to welfare and community work with a network of people available to assist those seeking its services.

The Army is also seen as responding to current social needs with expertise and professionalism.  

The Army provides its services without discrimination and supports the most disadvantaged and marginalised in our society.  

The Army introduces life changing approaches as it is committed to changing the lives of people in crisis and not just meeting their immediate needs.

6.
Services of The Salvation Army 

The type of services and welfare, which The Salvation Army (referred to in this Submission as "the Army" or "The Salvation Army") provides to the local community, include the following:


Family Crisis Centres



Homeless Shelter

Aged Care Centres
(the Army provides accommodation for aged persons, catering for their nursing and health care needs, and preventing their isolation and loneliness)

Safe-housing for victims 

of violence


Bridge Programs 

(alcohol, drug and gambling abuse programs)


Crisis Telephoning Services


Survivors of Suicide Groups



Crisis Counselling 

(including grief counselling) 

Youth Crisis Centres



Emergency Services


Crisis Accommodation Centres


Family Counselling


Marriage Enrichment 


Child Care



Disaster Relief 
(the Army provides direct relief or alleviates the distresses caused by natural and man-made catastrophes)

Migrant Services


Court and Prison Services

Youth Support Services


Youth drop-in Centres

Intellectual Disability Services 


Recreation programs for the elderly

Family Stores 

(donated goods available for the public)


Employment Plus
(placing long term unemployed into jobs)

Worship and other services provided by The Salvation Army throughout Australia as a part of the universal Christian Church


Services provided by Red Shield Defence Services

7.
The Charity Sector is crucial
The Salvation Army believes that charity is a crucial part of our social fabric.  Charities are  frequently requested by government to contribute to both the delivery and policy development of welfare services.

The community is very supportive of the work of The Salvation Army and strongly supports the Red Shield Appeal.  The Red Shield Appeal is endorsed by the Australian Taxation Office as a "necessitous circumstances fund".  The purpose of The Red Shield Appeal is to accept donations from the general public and earmark funds for direct welfare work.  

8.
Current Social Expectations and Experiences
The Salvation Army perceives the following trends and comments on them accordingly.

A.
Professionalism
· The Salvation Army observes that in recent days, both government and the public have higher expectations of the governance and management of charities.

· There is an expectation on the part of the public and government that there be proper stewardship of monies, with transparency of accounting, together with best practice and efficient use of resources. 

· There is an expectation of professionalism on the part of all of those associated with the Salvation Army to achieve its work.  We are concerned at the growing non-funded cost of compliance with funding agreements, etc because this has a direct impact on the availability of funding for those most in need.

B.
Impact of more highly professional staff

· The requirement for more highly professional staff in some areas of activity has had a cost impact upon The Salvation Army.  This has significant effects on the financial structure of The Salvation Army.  Not only are higher training costs involved and higher continuous education costs involved but such highly trained professional staff appropriately seek higher salary. 

· The Salvation Army has a highly committed workforce with a very low staff turnover.  However, the PBI definition does not fit with the holistic mission of The Salvation Army and this therefore causes additional costs to The Salvation Army.  For example, The Salvation Army is faced with the additional fringe benefit tax costs for those employees not recognised as falling within the current definitions of PBIs.  Without the salary packaging options provided by such definitions, The Salvation Army is at constant risk of losing senior staff.  This has an impact on the standard and quality of its service delivery.  
· The Salvation Army recognises the place of good administration as well as the actual delivery of welfare services.  The Army notes that expectations of good governance, including continuous improvement, require the input of adequate finances.  There is a plethora of law which an agency such as The Salvation Army must comply with in industrial relations, and human relations for example.  In order for compliance to be achieved, professional staff in the administrative support area are needed.  All of this is costly to the Army.  Government acknowledgement of the interrelationship between good administration and good delivery of services would assist the Army in its capacity to provide welfare services.

C.
Increased Demands
· At the same time, the Army observes an increased demand for welfare resources together with changes in demographics which impact upon where services are located.  

· The Army has observed and treats increases in drug abuse.  

· The Army has met the challenge of changing circumstances in Australia by introducing new programs to respond to changing needs.

· It comments that while the demand for services increases because of a reduction in government assistance in particular areas, there are growing gaps in our social fabric.  


These gaps are being filled by The Salvation Army as it seeks to fulfil its own purposive charter and desire to serve God as it serves man and woman.

D.
Changing Demographic
The Salvation Army, like other charities, offers services to all members of the community.  Its services are not determined by seeking a profit margin or are not restricted to servicing only high wealth areas of endeavour or high wealth residential areas.

E.
Funding
· The Salvation Army observes a trend of a reduction in philanthropic giving.  It observes that government funding is increasingly tied to program delivery.  However, the Army is heartened to observe that its own fundraising has seen an increase with the Red Shield Appeal increasing totals of donation each year.  This indicates the high acceptance by the community of The Salvation Army‘s involvement in the charity sector.

· The Salvation Army is concerned about the taxation implications of any definitional changes and we would anticipate that any proposed changes in this area are fully discussed with the sector.  

F.
Volunteers
The Salvation Army is heavily dependent upon volunteers and is anxious that new legislation does not introduce a bureaucracy that curtails the ability of volunteers to make their services available or limit the capacity of charities to engage the services of volunteers.

9.
Should definitions be based on the purpose of the activities carried out by the organisation only, or on the nature of the activity?
The Army believes that charities exist for specific purposes and that these purposes should always be of primary importance in any definition.  The Salvation Army believes that this fact is foundational to a proper understanding of the charitable sector.

The Army believes that if an organisation has a major or significant purpose (perhaps amongst others) which is charitable and conducts activities the nature of which is dominantly benevolent then it ought be considered entitled to all advantages currently enjoyed by a PBI.

10.
Is it appropriate to distinguish between commercial and non-commercial activities undertaken by charities and related organisations?
The Issues Paper asks whether there is an expectation that charities and related organisations will undertake commercial activities in order to perform their core purpose effectively?  It asks how these activities should be defined and whether they should have a role in determining the definition of the organisation?

The Salvation Army does not believe it is appropriate to distinguish between commercial and non-commercial activities run by a charity as all of our activities are a part of our mission and not directed to commercial ends.  Any surplus is always reinvested as social capital.  To characterise an activity as commercial just because the private sector engages in similar activities misconceives the nature of charitable activity and ignores the purpose which characterises the activity of a charity.

Illustration:
The Family Stores and Employment Plus are two of the Army's operations which are superficially comparable to businesses operating in the private sector.  There is, however, a fundamental difference.  The Family Stores and Employment Plus are not run for a profit.  In Employment Plus' bids for tenders there is never any intention on the part of the Army that there be a surplus.  All activities of the Army, whether they generate funds or not, support the work of the Army.

All activities which we conduct are programs for our mission.  Historically, The Salvation Army has been involved, as part of its mission, to provide workskills and employment for the most disadvantaged in our society.  For example, The Salvation Army Employment Plus works with the long-term unemployed to enable them to gain employment.  Family Stores not only provide recycled goods to the community but, importantly, it also provides an avenue for work and skills development as part of the rehabilitation of drug and alcohol dependent clients, etc.

Furthermore, it is the intention of all areas of Salvation Army operations to be as self-supporting as possible.  This does not mean that the Army does not seek or accept government, corporate or other sources of funding for its welfare programs but, rather, indicates a sense of fiscal responsibility in all its operations.  In our view, any activities we undertake in order to perform our core purpose effectively are not commercial activities and any proceeds are reinvested as social capital.

DEFINITIONS
Existing definitions of charity (and related organisations)
The Salvation Army is a charity and is accepted as a Charity by the common law definition.  We have a holistic approach to our work, encompassing both religion and welfare.  

However, this holistic purpose means that we are unable to fall clearly within the definition of Public Benevolent Institution (“PBI”) as recently clarified by a draft ruling of the Australian Taxation Office (TR 2000/D14).  

We are concerned about this fact.  We know that the Salvation Army is almost universally regarded as an organisation which helps people in need.  Technicalities of legislation ought not preclude the Army's access to government's assistance.

The current definitions of PBI do not adequately take into account the holistic approach of many charities where no one purpose (whether religious or welfare) is dominant and where not all activities are “direct”.

We recommend a change of the required characteristics for an organisation to be a PBI  from single or dominant purpose of benevolence to a charitable purpose coupled with a majority of benevolent activities.

Is the concept of PBI of continuing relevance?
a. Continuing relevance

The Salvation Army accepts that there is a place for special concessions to those charitable organisations that deal with the most pitiable conditions that arouse compassion and the need for special response.  It is appropriate that activities directed towards this most pitiable part of the community ought to be granted special 

concessions to ensure that the charitable sector concentrates in these areas.

b.
Constraints of current definitions

The Salvation Army believes that the current sub-definitions of charities produce a false dichotomy.  The Salvation Army is a prime example of a charity which has constraints imposed upon it by current definitions.  80% of our activities are benevolent, but because we have a religious purpose as well as a benevolent purpose (and regard both purposes to be of equal importance), we do not comply with the “sole or dominant purpose test” required to be a PBI.  

c.
In relation to the definition of PBI, the Salvation Army suggests that the requirement that there be a dominant or sole purpose is too narrow.  We believe that a PBI should not be required by definition to have a dominant or sole purpose.  Rather, the Salvation Army suggests that for the sake of clarity, where an organisation is clearly a charity within the common law definition, and its activities are primarily or in a dominant manner benevolent, then it should be a PBI (provided it meets the other tests of the "public" and "institution"). 

d.
Directness Test

The Salvation Army believes that frontline work and support work are both essential to the active distribution of charitable works.  It does not support a separation of activity between direct and indirect activity.  Its work as a charity is a work of love of God and must be viewed as having one purpose.  We do not believe that there is a place for direct assistance to be distinguished from other forms of assistance.

The Army notes that the professionalism expected by the public and by government will not happen without good administration.  The relationship between good administration and good direct relief is very close.

The administrative services of The Salvation Army take place at both central and regional sites and we would seek that all such administrative staff be considered under the PBI definition and not restricted by the directness test.

e.
Suggestion for redrafting the definition of PBI

The Salvation Army urges government to acknowledge that administration and research are integral to the delivery of public benevolence.  Accordingly, the Army recommends removal of the "directness" test.

Should the definitions of charitable religious and community service not-for-profit organisations be left to the Courts or enacted in legislation?
The common law definition of “Charity” developed 400 years ago has proved flexible and has served well.

The “genius” of the definition is that it has an inbuilt flexibility based on “spirit and intendment”.  The common law definition developed from recorded examples of purposes beneficial to the community which ought to come under the heading of “Charitable”.  This then allowed other purposes beneficial to the community to be accepted by analogy.  

Although The Salvation Army has been able to function under the current definition of "charity", it believes on balance that a statutory definition is preferable.  A statutory definition is more amenable to sensible change by Parliament as situations develop.  

The Salvation Army accepts the common law definition of charity as functional and of continuing use.

The Salvation Army favours statutory definition over evolving common law.

Any codification would need to allow flexibility to maintain the spirit or intendment of the common law.

In particular, we endorse the approach of legislation governing the meaning of "charitable purpose" under the Charitable Trusts Act 1957 of New Zealand.

For example, Section 38 of the New Zealand Act adopts the common law definition and confirms that the definition ought to include certain specific purposes even whether or not they are beneficial to the community or to any section of the community.

It is submitted that this approach allows for the flexibility of the common law but with the clarifying intervention of statute.

However the operation of charitable law not only lies in the definition but also in the administration.

The Salvation Army finds that the current definition of charity has a flexibility which enables it to work in the new social and economic environment.  However its operations have been limited by the narrowly focused, inflexible definition and application of the definition of public benevolent institution.

We believe that the current definition of PBI is inadequate because of its emphasis on primary aim or dominant purpose.

The Salvation Army is an example of an organisation which is clearly benevolent in the majority of its activities but is unable to say that its purpose is solely benevolent.  The Salvation Army is a church with a social conscience, combining the advancement of religion with the relief of poverty, distress and helplessness.

We recommend that the definition of PBI be altered by removing the sole or dominant purpose test and replacing it with "substantial" or "major" purpose test.

Do the terms "charity", "religious organisation" and "community service not for profit organisation" continue to have relevance?
The Salvation Army is regarded as a charitable institution under the "common law" definition.  The foundation of the Salvation Army and its current ethos affirms its religious commitment and its social commitment as equal and indivisible.  The Army describes this as a "holistic mission".

The Salvation Army is possibly the most recognised charity in Australia.  The Salvation Army services are open to all, regardless of ethnicity or beliefs.

The Salvation Army delivers services in every sector of the Australian community and for every person.  The Army wholly and whole-heartedly delivers its services to all who ask without discrimination.  Any surpluses made return to the community through further work of the Army.  The Army has evident integrity and bona fides.

The Salvation Army does not want to split up the meaning or understanding of charity.  It remembers that back in history it was the church alone which operated hospitals and schools and provided relief to the poor.  These days governments assist and encourage charitable activity.  Now government does make financial contributions by way of funding for particular programs but the Army would seek an outcome which would increase support for the administrative requirements of charities in view of their vital place in providing support for the direct community services of the organisation.

Charity continues to have relevance 
The Army sees a need for a "catch all" description of the multi-faceted work a charity engages in, to describe all the activities of those organisations which sufficiently benefit the community.

The common law meaning reflects an understanding that charity can be involved in a wide range of activities.

The Salvation Army sees itself as having both an evangelical arm and a social arm, and these two arms cannot be separated.  The practice of its evangelical understanding and religion is directly linked to the provision of its welfare services.  We repeat our commitment to a holistic approach to our lives and work.  The Salvation Army is one entity and it is not appropriate to distinguish or select out activities for the purpose of definitional exercises.

There is considerable social benefit to the community in the Army’s evangelical work.   These elements of Christian living contribute to social cohesion when it best embraces the concepts of unselfishness, concern for the disadvantaged, and caring personal and corporate behaviour.   This belief is foundational to the Army’s mission and work.  Any attempt to narrow the definition to merely social welfare activities or purpose fails to understand the indivisibility of the total mission and work of The Salvation Army.

Concessions
The definition of different types of charity is presumably for the purpose of providing for different concessions.

In our view this leads to unnecessary streaming and all charities should be entitled to the same treatment.

We have no objection to a category of a religious organisation and are proud to carry that name provided it does not derogate from our identity as a charitable organisation.

Conclusion

The charitable sector plays an important role in the Australian community.
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Charities should be encouraged to develop and adapt to provide services that meet the changing needs of the community.

