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EXECUTIVE SUMMARY

· The relief of sickness is now one of the key purposes which define PBIs, and it should remain so in the future as voluntary organisations can play a very effective role, complementing the Government in its responsibilities for the financing and provision of health care;

· Tax deductibility of donations to PBIs should remain as it reduces pressure on Government for direct funding and gives citizens a say on health spending priorities;

· PBIs should be defined in terms of their objectives, outcomes and structures, rather than their activities;

· A very complex framework for defining PBIs and for dealing with them should be avoided by the Government, because it will impose unwarranted costs on the health and welfare sector;

· Taxation law should not discourage or restrict PBIs in undertaken commercial activities in the pursuit of their aims;

· PBIs with a strong common purpose should be able to have their PBI status assessed and confirmed as a group.

Background:

· Arthritis is a serious chronic condition, which covers over 120 musculoskeletal disorders.

· The Arthritis Foundation of Australia comprises nine entities (a national body and eight State and territory affiliates).  Their mission is to improve the life of people with arthritis and related diseases

RESPONSES TO THE ISSUES RAISED

The Arthritis Foundation of Australia seeks to offer comments in regard to a number of the issues raised in the terms of reference and in the Issues Paper of 10 November 2000.

1.1
The relief of sickness as a key purpose

The Arthritis Foundation of Australia contends that the relief of sickness and disabilityshould remain as one of the key purposes that define a Public Benevolent Institution (PBI).  It is considered that this position is fully consistent with the values and priorities of Australians, who have repeatedly confirmed a concern with the quality of health care and with equity and access to health care.

There is, of course, an inclination for the public to desire both low taxes and a limitless supply of public health services.  However most people accept that governments cannot be expected to meet every need, and see a role for voluntary organisations operating within the health sector.  It is also widely acknowledged that those organisations will play a relatively complex role spanning:

· Advocacy on behalf of the relevant constituency;

· Education about the particular disease, including preventative health education for individuals and the general public;

· Support for scientific and medical research with the aim of better health outcomes and improved quality of life;  and

· In some cases, the provision of health care and health products.

The provision of services by PBIs provides significant benefits to the community and fills a need which  would otherwise need to be addressed by governments.

Voluntary organisations often come into being because people with a particular medical problem will wish to join with others similarly affected to give and receive mutual support.  Their creation may also reflect a need that is not being recognised or addressed with in the community. There is little doubt that better health outcomes are achieved where patients are knowledgeable about their condition and determined to do all they can.  Medical practitioners all speak of their “good” and “bad” patients, those who co-operate actively with care providers versus those who ignore all advice including in regard to diet, exercise and the use of harmful substances or who refuse the take appropriate medication.  The importance of a self-help mentality cannot be overstated.  Its importance has been recognised by government through the Department of Health and Aged Care, Sharing Health Care Initiative (Chronic Disease Self Management) funding. Affiliates of the Arthritis Foundation of Australia are heavily involved in delivery of chronic disease self-mangement programs with Federal funding assistance.

If governments wish to see improved health outcomes delivered in a cost-effective manner, they should look to encourage and enable the voluntary organisations so that they carry out their role more effectively.

The Arthritis Foundation of Australia and its eight affiliated State and Territory organisations:

· are all registered charities (are non-profit bodies, provide public benefits and have a sole purpose of the relief of sickness);  and

· all meet the four tests in the current taxation definition of a PBI.

The national entity also meets all eight requirements expressed in the relevant draft taxation ruling.

1.2
Partnerships with the people

Where Governments choose to play a very strong hand in directing health spending priorities, the quid pro quo is that there is all the more pressure on them to pay for a high proportion of the cost.

The Arthritis Foundation of Australia considers that in Australia’s pluralistic society, Governments will be able to more easily manage their own role in the financing and provision of health care if they allow citizens to have some say about the priorities in spending.  In its submission to the Industry Commission Inquiry into Charitable Organisations in 1994, the Arthritis Foundation of Australia argued that tax spending (that is, continuing to allow tax deductible donations) was an effective avenue for this.  The case for this approach is even stronger now given the stated preference of the current Federal Government to reduce both its revenue and its spending as a proportion of gross domestic product


In allowing tax deductible donations, the reality is that the Government surrenders relatively little power to the people.  Some health issues will evoke stronger support from the general public than others.  In deciding direct spending priorities, there is scope for governments to be less generous in areas where voluntary organisations are more easily able to gather support through donations.  This is particularly the case in regard to health and medical research.  But it is important the Governments seek to engage citizens in the process, and to give them a voice even if only in a small way. 

1.3
Attributes, purpose and behaviour of PBIs

The Arthritis Foundation of Australia contends that PBIs should be defined in terms of their objectives and their structures, and that the nature of activities undertaken for their stated mission and outcomes should not be seen as important.

It is fundamental that a charity/PBI must be a not-for-profit organisation.  It should be able to demonstrate that it has a legal structure in which there is no prospect of private equity ownership or private profit.  Reporting standards should require organisations to account to their members and to the general public and to show that funds obtained by the organisation are applied to its stated purposes.

As noted above, the Arthritis Foundation of Australia sees the relief of sickness and disability as one of the key purposes that would define a PBI, while not considering itself well-placed to comment on the possible boundaries in regard to welfare, education, religion or the arts.

Charities seek to define themselves in terms of their “ethos of care” and concern for particular groups within the community.  It is accepted that this may be an elusive concept for tax law, but it is their stated outcomes and deliverables that differentiate them, together with their structures that prevent the distribution of profits to members.

The Arthritis Foundation of Australia itself does not have significant commercial operations (this is dealt with in more detail in section 3 below).  The national body is primarily concerned with advocacy, encouraging research funding and coordination at a national level, while the affiliates (the eight State and Territory Organisations) are primarily concerned with the members and quality of life issues for those affected by arthritis.  However, the Arthritis Foundation of Australia acknowledges that commercial operations can be an important way for some voluntary health organisations to address the unmet needs of their particular constituency, both in terms of fund-raising for research and, in some cases, meeting special needs for health services and information, health goods and appliances.

The Arthritis Foundation of Australia would be very concerned if PBI status forced artificial and unreasonable restrictions on what an organisation could do to finance its operations.  PBIs operating in the health area face some large challenges.  There will always be a role for very small community-based groups alongside, and in some cases, within organisations such as the Arthritis Foundation of Australia.  That said, some tasks require the organisations to be professional and knowledgeable.  Given the expectations that are placed on the voluntary organisations (by the members, the general public and government), there is a role also the professional approaches to fund raising as well as the “chook raffles” of the very small community groups.}

1.4
Avoid a very complex framework

The Arthritis Foundation of Australia strongly recommends that the Inquiry (and in turn, the Government) should avoid a very complex legislative framework for defining and assessing PBIs and for dealing with them.

Many charitable organisations/PBIs are dismayed at the ever increasing complexity of taxation and regulatory laws in Australia.  Compliance with taxation and other laws places a very large drain on the scarce resources of charities.  The business sector often makes the same complaint, and the government has acknowledged the validity of the complaint and has sought to address it partially in the business tax reform process with the promise of a simplified income tax environment for small business.

The Arthritis Foundation of Australia does not believe that it is practicable, when determining the PBI status of any organisation, to establish different taxation regimes for:

· the purely charitable operations;

· merchandising operations which are undertaken as part of the central purposes of the PBI (eg, providing subsidised access to health requirements);  or

· activities which are “purely” commercial in nature and undertaken with a fund-raising purpose.

Definitions leading to a very complex administrative and taxation framework for PBIs would, in turn, undoubtedly impose a significant “deadweight loss” on Australia’s health and welfare sector.

1.5
Do not discourage commercial activity

PBIs should not be required to undertake commercial operations, but if those activities are judged to be an effective way to fund activities, the Arthritis Foundation of Australia cannot see why barriers should be raised to them.  This is not a large issue for the Arthritis Foundation of Australia (other diseases differ in the needs of the patient for special health products and services).  For its part, the Arthritis Foundation of Australia (though its affiliates) makes available some educational books and videos, as well as chronic care, education and exercise classes.

1.6
Collective assessment of PBI status

The Arthritis Foundation of Australia contends that the arrangements for defining and assessing PBI status should encompass “group” applications and assessments.  The Arthritis Foundation of Australia and its eight affiliates comprise nine legal entities with a very strong common purpose.  There is a degree of specialisation within the nine, with the national entity charged with a greater responsibility in some areas and the State and Territory affiliates in others. However, the groupoing of the organizations, allows for a unified and effective interaction with the Commonwealth Government.

The Arthritis Foundation of Australia should be permitted to apply jointly, with its affiliates, as a group for PBI purposes, just as groups are permitted for GST purposes.  Common ownership is not, however, a relevant way of assessing who can be in a group for PBI purposes.  Eligibility to form a group should be based upon strong commonality of purpose.  The Arthritis Foundation of Australia acknowledges that this issue may be outside the terms of reference of the Inquiry, but it takes the opportunity to flag the issue and will pursue it with Government in future.

2)
BACKGROUND NOTES ON ARTHRITIS

Arthritis is used somewhat loosely to cover a wide range of bone and joint (musculoskeletal) chronic medical conditions.  There are more than 120 different forms of arthritis and similar conditions.  Conditions such as Osteoarthritis, Rheumatoid arthritis, Osteoporosis, Gout and Tendonitis would all score a high recognition rate among householders.  It is perhaps less well known that medical conditions such as Ross River Virus are also musculoskeletal disorders.

The various arthritic conditions have serious health, social and economic impacts on the community and affected individuals.  Among the young, it should be noted that the incidence of childhood arthritis is a high as that for juvenile diabetes.  Among the elderly, it is the most common chromic health condition by a significant margin—and most elderly people in the population will experience it.  It affects every aspect of life.  Although mortality rates may be low compared with recognised “killer” diseases such as cancer and heart disease, the morbidity indicators point to a significant impact.  There is loss of income, particularly for working age Rheumatoid Arthritis and Osteoarthritis patients.

The incidence of arthritis is increasing at a rate broadly comparable to other chronic diseases such as diabetes and asthma.  The ageing of the population, in part due to increased life expectancy, means that many more people will experience arthritis in the future.

Arthritis is a costly disease.  In a range of studies both in Australia and overseas, the direct and indirect (including opportunity) costs of arthritis have been estimated at around 1.1% of GDP in Australia and in comparable “western” economies.  However, it is not recognised as one of Australia’s national health priorities and it attracts a disproportionately low percentage of funding for health and medical research.

3)
BACKGROUND NOTES ON THE AFA

The Arthritis Foundation of Australia is the author of this submission and is the peak national body representing people with arthritis, and their carers

The Arthritis Foundation of Australia is structured as a company limited by guarantee.  It does not have individual members, but was established by the eight State and Territory affiliates which fund its operational costs by levies and work cooperatively with it to achieve joint aims.  As is the case with many groups with a Federal structure, the affiliates are independent entities with their own membership and governance structures.

In making this submission to the Inquiry, the Arthritis Foundation of Australia seeks to represent all nine affiliated organisations.  These nine organisations are registered charities and PBIs and therefore are exempt from income tax and FBT concessions.  They are all separately approved as deductible gift recipients.

3.1
The Mission of the Arthritis Foundation of Australia

The Mission of the Arthritis Foundation of Australia is to improve the quality of life of people by reducing and preventing the effects of musculoskeletal disorders.

3.2
The Activities of the Arthritis Foundation of Australia

At the national level, the prime roles of the Arthritis Foundation of Australia are:

· support arthritis research with funding and centrally coordinate the allocation of research grants;

· advocate on behalf of the population with arthritis and to provide preventative public health messages for the general public

· liaise with health professionals with the common goal of improving arthritis care;  and

· produce high quality educational materials for distribution by affiliate offices.

The prime roles of the State and Territory affiliates are:

· to provide services to the community, particularly self-management programs, information, education and support.

· To support arthritis research into its causes, consequences, management, prevention and cure.

3.3
Health Education and Promotion

Education and awareness programs are an important part of the work of the Arthritis Foundation and its affiliates.  All affiliates provide a range of educational programs and information on a regular basis. Examples include 

· Arthritis Self Help Programs 

· Tai Chi for Arthritis foundation Special Exercise programs

· Falls prevention kits

· Children’s Camps

· Dem Bones &Joints school resource kit
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�	TR 2000/D14, “Income tax and fringe benefits: public benevolent institutions”, Paragraph 65.
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