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EXECUTIVE SUMMARY

There is a compelling need to review the existing definitions of charities and related organizations.  Definitions/concepts applied to organizations in the sector today are mostly outmoded, outdated and irrelevant.  Technological advances, changes in societal values and government policies and directions necessitate a thorough and drastic review of applicable definitions relating to the purpose, role, functions and activities of organizations in the sector.

Most community, non-profit organizations today should qualify to be part of the sector and be granted a charitable status.  Yet, the benefits/advantages accrued to ‘classified’ organizations are not available to all organizations in the sector.  Some of the reasons are the strict definitions/interpretations, or a certain mindset developed over the years.  A consistent approach/ruling needs to be applied.

The government has an obligation, and vested interest in, helping organizations in the sector to improve their financial functioning and service provision.  The difference between not-for-profit organizations in the sector and for-profit organizations providing similar services is substantial.  For-profit organizations should not/must not be afforded the same benefits/advantages as the not-for-profit organizations in the sector.

In addition to the purpose of the activities, the nature of the activities of organizations in the sector should be assessed to provide a proper, full picture of the organization.  As well, the many different varying activities of an organization in the sector should be looked at, but having in mind the overall purpose and goals of the organization.  Definitions of different activities of an organization made in isolation/separate from the overall purpose of the organization can lead to substantial problems and difficulties.

With respect to distinguishing between commercial and non-commercial activities undertaken by organizations in the sector, a substantive issue can arise when revenue/proceeds from commercial activities are directed to areas/activities which do not relate to the purpose and goals of the organizations.  Organizations embark upon commercial activities nowadays in order to improve their financial functioning/performance and enhance their service provision.  Proceeds from commercial activities must be channelled back to service delivery and the charitable activities of the organization.  Otherwise, an organization can/should loose its charitable status.

Altogether, the terms/concepts ‘charity/charitable’ and ‘PBI’ are very much outdated, restrictive and in need of redefining.  The current societal values, government policies, the socio-economic environment, and the predictable trends for the years ahead, constitute a strong basis for a general legislative and juridical overhauling of applicable definitions, requirements and regulations for charities and related organizations in the sector.

The Geelong Ethnic Communities Council wishes to commend the Federal Government for undertaking the inquiry and welcomes the opportunity to outline its position.

In general, the inquiry was far too overdue, especially when one considers the concept of charity/charitable, its origins, the resultant societal changes since the early 1600’s and its applicability in our times.

If we consider the terms ‘help, support, assistance and service’ and use the generic term ‘service’  to denote part of or the full meaning and implications of all of the above, then certainly today we think of rights, entitlements and obligations of people, groups and communities, not of ‘charity’ and moral worth or deservedness.  Either in the legal – administrative framework or societal/community expectations and standards, these issues are addressed in terms of government responsibilities on the one hand and rights, entitlements and obligations of citizens on the other.  More and more the notion of ‘charity’ is becoming outmoded, outdated and irrelevant.  Help, support, assistance, service are provided to citizens as a matter of government and general community shared responsibility and obligation, not as a matter of charity.

· SIZE AND COMPOSITION OF THE SECTOR

The sector, in practical terms comprises what’s referred to as the welfare, community services and human (including health) services organizations.  Some are classified as charitable, some as religious.  All of them, though, should be not-for-profit and community based.  These two terms – community based and not-for-profit – should be the two key defining characteristics, amongst others, for the sector.

Other than what is accepted as the norm, the sector should encompass advocacy organizations; community education and development organizations; community health organizations; community legal organizations and community arts organizations.

· ATTRIBUTES, PURPOSE AND BEHAVIOUR OF THE SECTOR IN THE CURRENT ENVIRONMENT

Succinct information on the Geelong Ethnic Communities Council Inc. (GECC)

A community based, non-profit organization, the Geelong Ethnic Communities Council was established in 1976 to provide a united voice for and advocate on behalf of the region’s ethnic groups and general migrant population.  From its original 5 constituent members, over the years the Council grew in membership, currently comprising 27 affiliated groups including some of the most recently arrived and smaller communities – Vietnamese, Fijian, Bosnian and Indonesian.  The Council became an incorporated body in 1983.

Each affiliated community can nominate one or two representative whose membership lasts for a period of two years.  Individual members are not eligible and no membership fees are paid.  Following its successful application to the federal Department of Immigration and Ethnic Affairs, the Council obtained funding and established the Geelong Migrant Resource Centre in July, 1979.  Council Members together with representatives from the federal, state and local government sectors form the Committee of Management of the Geelong Migrant Resource Centre.

Comprising a team of 40 staff members, the Centre provides  integrated, coordinated and comprehensive range of services and resources to migrants, ethnic communities and members of the general community in the region including:

*  Employment/labour market and training services
*  Cultural services

*  General settlement and integration services for
*  Immigration law

    refugees and humanitarian entrants


*  Services for the aged

*  Services for families and women


*  Cross cultural training

*  Dissemination of information



*  Community arts

*  Group support and services



*  Mental health services

*  Language services (interpreting and translating)

Through the representatives of the Council, the Centre has direct links with the various migrant groups and their formal and informal networks, making the communication lines very strong and effective.  Equally important are the Centre’s links and cooperative arrangements with the general community’s infrastructure, including government departments and instrumentalities, community organizations, service providers, professionals, educational and training institutions and the business/industry sectors.

Staff at the Centre have an ongoing interaction – working relationships with each other which helps internal referrals at the Centre, as well as sharing and maximization of professional skills, expertise and effective utilization of the Centre’s overall human resources.  Staff structure is flat to facilitate greater level of communication and cooperation.

The Council works on the principle of developing strong cooperative partnerships and understanding amongst the different ethnic/migrant groups, as well as between them and the general community, drawing upon and utilizing the diverse existing human resources in our midst.  Altogether, the Council through the services provided by the Geelong Migrant Resource Centre constitutes an integral part of the human services network in the region, addressing the needs of and representing 45,000 resident of non-English speaking backgrounds.

For full details on services administered, please see attached Annual Report.

· FUNDING SOURCES

Federal Government:  DEWRSB, Job Network; Work for the Dole Programs




DIMA,
 Humanitarian Program





 MRC (Migrant Resource Centre) Program





 CSSS (Community Settlement Support Scheme) 





 Program

State Government:
DHS,
HACC Program (Aged Care Services)





Family Support Program





Problem Gambling Program





Mental Health/Psychiatric Services Program




DEET, CBE (Community Business Employment) Program




Arts Victoria, Multicultural Arts Program




ACFE/OTFE, Education and Training Programs for Adults

 


and Youth

Local Government, City of Greater Geelong:
- Funding for Pako Festa (a community







   Based multicultural festival)







- Funding for small projects

Other:


United Way Geelong (local fundraising organization




distributing funds to local human service providers)




Corporate and private sector organizations (support for




Pako Festa)

Projected 2000/2001 budget:  $2.8M

As the government/public service withdraw more and more from the area or direct service provision, there is certainly constantly growing demand by the community for service provision.  This concern is exacerbated by the widening gap between the have and the have nots in the community.  In terms of organizational financial viability, there is a relentless pressure and uncertainly faced by the sector.  From one year to the next, from one tender round to another, the difference can be, and sometime is, drastically phenomenal.  As an organization, you have won a tender, or you are the preferred provider for a particular service, then everything is fine.  Otherwise, your organization can be wiped out, or ruined financially.

The policy changes for both federal and state governments in engaging/entering into service agreements with big, national (and at times international) bodies have forced agencies/organizations into extinction.  At the same time, national and statewide bodies are not – for certain fields or service and programs – well connected to and familiar with the local/regional communities and networks, with the end result of not providing high quality, responsive and community connected services.

Instead of strengthening the social capital of the community -  volunteers, structures and support networks -  the current socio-economic climate coupled with government policy directions constantly attack and diminish the sector and its capacity to respond to ever increasing demands for more services.

In view of the above, the appropriate classification/definition of an organization is of critical importance for its survival and capacity to provide improved services.  For example, our organization’s (GECC)  non definition as a PBI places us in severe financial disadvantage with other PBI classified organizations when bidding for a range of services or introducing new services/expanding existing services. 

By way of generalization, the ongoing trend now is that governments expect the sector to provide more services with fewer resources.  Emphasis is very much placed upon outputs and quality assurance issues by the government.  The sector has no problems at all with, and welcomes the requirements for accountability, transparency and quality service provision.  Yet, the fact remains that there is a stark imbalance between what is expected of the sector in terms of service planning, development and delivery and the resources it receives from the government for that purpose.

Anything conducive to enhancing financial viability, competitiveness and capacity for improved service provision should be taken up by the government and facilitated for the benefit of the sector.  Current definitions and classifications of the various parts of the sector are inappropriate and restrictive.  There is no consistency and fair application of rules/rulings.  All organizations in the sector that are community based and not for profit should be granted and enjoy equal advantages.  To exemplify the point:  Amongst other services and programs, the GECC provides employment, labour market and training services to migrants and members of the general community; aged care services to frail, isolated and financially disadvantaged migrant elderly; family support services to migrant families and those in mixed marriage situations; services to refugees and humanitarian entrants; a mental health/psychiatric services program and problem gambling awareness program to ethnic communities in the Greater Geelong region.  Yet the GECC does not have a PBI status, does not have FBT exemption which other organizations providing similar or comparable services, such as the Brotherhood of St. Laurence, have.  This inconsistency must be obliterated.

The perception generated some 25 – 30 years ago that Ethnic Communities Councils are lobby/advocacy groups, or that Migrant Resource Centres are just for information and referrals, has very much developed a certain mindset that is difficult to change.  In the late 1980’s the Geelong Ethnic Communities Council applied to the federal government to establish a residential care facility for the region’s migrant elderly.  Not having a PBI and tax deductibility status, the Council was then forced to set up a new legal entity to run the Geelong Multicultural Hostel, taking up invaluable resources and time.  A 40 bed facility with residents of 18 different cultural backgrounds, the hostel is now a most innovative, responsive and community connected facility.  Its Committee of Management, Multicultural Aged Care Services Geelong Inc., is made up of members of the Geelong Ethnic Communities Council, and at least to a certain extent, managerial and administrative tasks and resources are duplicated.

Ethnic Communities Councils and Migrant Resource Centres are not what they were 20 – 30 years ago.  Most of them now constitute an integral part of the human services network in their respective communities/regions, with elaborate infrastructures, informed and guided by, and responsive to their communities’ needs.  Altogether, they are a key component of the sector today.

For-profit organizations have one ultimate purpose and goal: profit.  Every other purpose, goal or consideration is of secondary importance.  Not-for-profit organizations channel any profit/surplus back to service delivery, expansion of services, or development of new services for the benefit of the community, not to the members/employees of the organization.  Not-for-profit organizations are restricted by their constitution/rules in what can be done and how (make up of the organization, management and ability to raise/acquire funds and resources).  The same constraints do not apply to for-profit organizations.

· WHOLLY OR PARTIALLY CHARITABLE, RELIGIOUS OR COMMUNITY SERVICE NOT-FOR-PROFIT ORGANIZATIONS.

Definitions of organizations in the sector should take into account and be based on the purpose of the activities carried out, as well as the nature of the activity.  In that way, a more substantive, objective and wholesome picture can be gained of what the organization is all about and what it does.

Nowadays, very few organizations are single purpose, or single activity organizations.  This is essentially driven by societal changes, the demands of the market, economies of scale and government policies – diversify and survive, have a critical mass and survive, or else be faced with extinction.  As a result, it is appropriate and fair that organizations and their activities be looked at in their entirety.

The nature and full range of activities should be assessed in determining the primary and secondary purpose of organizations.  This process can be further enhanced and complemented by budgetary considerations – the level/amount of dollars attached to/expended by each program/activity of an organization.  However, the more fundamental question is whether economic rationalism should be the absolute yardstick in deciding who we are and what we do as a society.

Each of the different activities of an organization performing a wide spectrum of activities, including religious and other organizations, form part of the whole.  Defining each activity differently may result in an untenable, non-sensical situation.  If the organization is dissected and each of its activities isolated and assessed on their own without regard to interrelationships and the overall complimentarity of activities for the overall purpose of the organization, if the organization is disemboweled so to speak, what is one then left with?

Again, for reasons of financial viability, many organizations in the sector do undertake commercial activities.  The issue is not whether it is appropriate or not to distinguish between the commercial and non-commercial activities undertaken by charities and related organizations.  Commercial activities are invariably undertaken to supplement the resources and financial performance of organizations, as well as service improvement/expansion, in carrying out their purposes.  Should the enterprising/inventive approach be penalized if such an approach disqualified organizations from being classified charitable?  If that were the case, current trends and practices would be in stark contrast to the notion of what a charitable organization should be involved in and how it should conduct itself.  More and more organizations in the sector are encouraged by government departments to explore various options and widen their funding bases, and stop relying on government grants.

· EXISTING DEFINITIONS OF CHARITIES AND RELATED ORGANIZATIONS USED IN AUSTRALIA

While our organization (GECC) is a charitable, community service not-for-profit organization, it is not defined as a PBI.  This situation does not give us the opportunity to derive maximum outcomes from our existing resources.  On two occasions, we were not able to employ our preferred candidates for specific programs due to our inability to offer a salary package commensurate with the experience, skills and capacity of the candidates.  Had we had a PBI status, we would have been able to engage these candidates.  On a day to day basis, a PBI status, or the benefits associated with it – FBT and other exemptions – would have made it substantially easier for financial adequacy and functioning of our organization.

Core resources and our efforts must be devoted to what we are on about in the sector: providing services to the community and initiating/implementing new projects to meet the changing needs of the community.  Organizations in the sector cannot afford to be engaged in this continuous unproductive battle of financial survival.  Proper financial planning, program development and implementation, accountability, transparency, efficacy and effectiveness are necessary elements and requirements of a healthily functioning organization.  A constant fight to justify your existence, though, is most wasteful and unnecessary.

Current definitions are very restrictive and do not allow considerations of the social and economic environment our organization, and other organizations in the sector operate in, to be taken into account.

The terms ‘charity’, ‘religious organizations’ and ‘community service not-for-profit organization’ while being relevant, are very restrictive in the current social and economic environment.

The purposes of charity in the common law, again while relevant, are too restrictive.  For example, with respect to the technical legal sense of a sole or dominant purpose that is charitable, the qualification refers to ‘the relief of poverty, the needs of the aged and the relief of sickness or distress.’  What about then, the young, the unemployed, the mature age and single mothers?  Are individuals in these sectors of the community less needy or deserving than the aged?

The most out of date, inappropriate and irrelevant concept is the concept of PBI.  This is particularly the case with respect to the qualification that ‘misfortune to be relieved must be such as to arouse pity or compassion in the community.’  As mentioned in the introductory remarks, these issues are today canvassed and dealt with in terms of the principles of rights and responsibilities, entitlements, mutual obligations and accountability, not in terms of pity, compassion, worth or deservedness.  And of course, this is the administrative and legislative framework of our society within which services, assistance, help are provided to people.  One gets no more nor less that what they are entitled to, as guided and determined by the applicable guidelines, rules and regulations.

With regard to distinguishing between direct and indirect forms of assistance, such an approach does not take into account the preventative role/value of the work and services offered by many organizations in the sector.  If we value prevention as being equally important as treatment, cure or direct assistance, then the distinction is irrelevant and inappropriate.

As for the question of who should define the ‘sector,’ the sector should have a dual basis and backing: legislative, as well as juridical.  Definitions should be enacted in legislation.  The courts, also, should be able to play a key role, ensuring balance and protection of the sector.

· DEFINITIONS USED IN OVERSEAS JURISDICTIONS

Unable to make comments in this area.

· OPTIONS FOR ENHANCING THE EXISTING DEFINITIONS IN AUSTRALIA

As a general framework, an organization must be community based and non-profit to be classified as a charitable, religious or community service not-for-profit organization.  To avoid situations where the purpose of the organization complies only technically with the classifying/definitional requirements, the activities undertaken must also be assessed.  Further, the concepts of ‘charity/charitable’ and ‘public benevolent’ must be freed from their restrictive nature, particularly in view of the current socio-economic environment, societal values and government policies and directions.

In terms of the nature and type of services provided by organizations in the sector, again a broad view has to be considered.  In addition to the direct service provision, also community development, community education, advocacy, and development of volunteer networks and structures should be encompassed as proper and legitimate qualifying activities of organizations in the sector.  These activities form essential parts of the organizations’ key elements.

As for splitting out the different types of activities of an organization into separate entities for definitional purposes, such an exercise must keep in mind the overall purpose of the organization and the complementary nature of the organization’s activities.  It can, somehow, get messy if this method results in percentages and ratios deciding the classification of an organization or its partial classification.  As far as the Geelong Ethnic Communities Council is concerned, such an approach most likely would not have an adverse impact as most, if not all, of the activities would qualify.

Jordan Mavros,

Chief Executive Officer

Tuesday, 19th December, 2000
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