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The following submission has been prepared in response to your letter sent to the ABS on 10 November 2000 calling for input for the Inquiry into the Definition of Charities and Related Organisations. It enlarges on the issues discussed by Ms Barron and Mr Crockart with ABS staff on 4 December 2000.

2. The ABS does not specifically target charitable, religious or community service organisations in most of its collections. However, organisations of these types are in scope of ABS surveys where they employ staff or undertake economic activity and they are included in the non‑profit institutions (NPI) sector.

3. ABS economic collections use a definition for NPIs based on the international classification System of National Accounts, 1993 (SNA93). This defines NPIs as:

"legal or social entities created for the purpose of producing goods and services whose status does not permit them to be a source of income, profit or other financial gain for the units that establish, control or finance them. "" Reference: Chapter W Institutional Units and Sectors, B. Institutional units in the form of legal or social entities, 5. Non‑profit institutions, Para 4.54

4. ABS social collections use a broad range of definitions for NPIs, ranging from self identification by the respondent through to the Australian Tax Office and Australian Securities Commission definitions. The attached definitions illustrate the range of definitions that can be used for statistical collections.

5. One of the objectives of the ABS is to expand and improve its functions as the national statistical service. To achieve this goal, the ABS recognises the role played by others in the community, particularly in relation to data collection that frequently occurs as a by‑product of service delivery. The ABS is seeking to identify and make use of such data as part of a national statistical resource. The use of this by‑product data relies on standard definitions and classifications being used by all data providers to allow for comparability of the information. The development and implementation of a national definition for charities and related organisations will assist the ABS through a common understanding of the data being collected by

other organisations and how it may be presented as statistical output.

6. The ABS welcomes the opportunities that the Inquiry provides, and would like to continue the consultation process to develop a common definition that meets the requirements of all stakeholders.

7. If you would like to discuss any issues arising from this submission please contact Lyn Blair (Director, Economic Standards Section) on 02 6252 7967 or via the email address lyn.blair@abs.gov.au
Alan Mackay

Assistant Statistician

Economic Statistics Group

Integration Branch

22 December 2000
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Inquiry into the Definition of Charities and Related Organisations
Introduction

This submission is prepared in response to the letter from The Hon I F Sheppard AO, OC dated 10 November 2000 calling for input for the Inquiry into the Definition of Charities and Related Organisations.
The Australian Bureau of Statistics (ABS) is Australia's official statistical agency. It provides statistics on a wide range of economic and social matters, covering government, business and the population in general. It also has an important coordination function with respect to the statistical activities of other official bodies.

One of the objectives of the ABS is to expand and improve the national statistical service. The achievement of this objective recognises the important role played by others in the Australian community, and the data that they are able to compile as a by‑product of their activities. Through working relationships with such potential and present data providers the ABS is seeking to ensure the data being collected can be used to expand the national statistical service. It is clear that the acceptance and use of standard definitions and classifications by government and non‑government agencies will promote the availability and useability of consistent data. In the area of charities and related organisations this is particularly applicable, given the limited amount of data available.

The ABS has conducted relatively few data collections which have directly targeted charitable, religious or community service organisations. They are categorised as part of the non‑profit institutions (NPI) group. Various definitions for NPIs have been considered in the preparation of this paper.

To the extent that such organisations employ staff and/or undertake economic activity, they are within the scope of a range of general surveys which the ABS undertakes, regularly or periodically, although separate data is not usually tabulated for these types of organisations because of the limited numbers selected in these surveys, which have a broader scope.

The ABS economic collections use a standard definition based on the System of National Accounts, 1993 (SNA93). Both the SNA93 information and the standard definition are included in this submission.

The ABS social collections do not have a standard definition for collecting information on charities and other not‑for‑profit organisations. The Population and Social Group of the ABS is seeking to expand its work on community statistics and social capital. The not‑for‑profit organisations are significant deliverers of services in Education, Health, Welfare and some other areas of interest. The definitions and instructions used are specific to particular data collections, and these have been included.

Classifications
The ABS uses a number of classifications to categorise data, both for input and output purposes. Classifications are defined in Attachment 1. The classifications covered here are the major ones used by both the economic and social collection areas of the ABS that cover NPI activity.

SNA93 ‑ System of National Accounts 1993

SNA93 is an international system for compiling national accounts for countries which have, or are making the transition to market economies. It was developed in cooperation by the United Nations, the International Monetary Fund, the Commission of the European Communities, the Organisation for Economic Co‑operation and Development and the World Bank.

SNA93 defines non‑profit institutions in the following way:

"4.54 Non‑profit institutions are legal or social entities created for the purpose of producing goods and services whose status does not permit them to be a source of income, profit or other financial gain for the units that establish, control or finance them. In practice, their productive activities are bound to generate either surpluses of deficits but any surpluses they happen to make cannot be appropriated by other institutional units. The articles of association by which they are established are drawn up in such a way that the institutional units which control or manage them are not entitled to a share in any profits or other income which they receive. For this reason, they are frequently exempted from various kinds of taxes."

It provides further information on charities:

"4.67 The second type of NPISH (NPI serving households) consists of charities, relief or aid agencies that are created for philanthropic purposes and not to serve the interests of the members of the association controlling the NPISH. Such NPISHs provide goods or services on a non‑market basis to households in need, including households affected by natural disasters or war. The resources of such NPISHs are provided mainly by donations in cash or in kind from the general public, corporations or governments. They may also be provided by transfers from non‑residents, including similar kinds of NPISHs resident in other countries."

Industry and Product Classifications

Neither the Australian and New Zealand Standard Industrial Classification 1993 (ANZSIC), nor the draft Australian and New Zealand Standard Product Classification (ANZSPC) provide definitions for charitable, religious, community service organisations, or for NPIs. There are several classes in both classifications that would include the activities of these organisations and the products/services which they may deliver.

SISCA ‑ Standard Institutional Sector Classification of Australia

The SISCA is based on the System of National Accounts 1993 (SNA93) institutional sector classification and includes five sectors for Australian resident units and one sector, the Rest of the world (ROW) for all non‑residents. With the exception of the financial corporations sector, no sector in the SISCA has subsectors. "Resident units are allocated to one of the five domestic institutional sectors based on whether the unit is a household, corporation or quasi‑corporation, government unit or NPI [Non‑profit institution], as defined in chapter 2. Units classified to the financial corporations sector are then classified to subsectors according to other SNA93‑based rules." (paragraph 3.4, Standard Economic Sector Classifications of Australia, ABS Cat.no. 1218.0, 1998)

SISCA provides information about groups of economic units, such as financial corporations or NPIs serving households, that have similar economic functions and institutional characteristics. The main use of this classification is in the compilation and publication of national accounts, government finance and international accounts statistics which are produced at the sector level.

TOLO ‑ Type of Legal Organisation

TOLO is a non‑hierarchical classification used to classify legal entities to the type of legal organisation that best reflects the structure of that unit.

With respect to the above description, a legal entily is defined as:

a unit covering all of the operations in Australia of an entity which possesses some or all of the rights and obligations of individual persons or corporations. Examples of legal entities for statistical purposes include: companies, partnerships, trusts, sole business proprietorships, government departments and statutory authorities".

NPIs operate under several legal entity structures, both incorporated and unincorporated. As such, TOLO does not provide an adequate indicator of charitable organisations.
TOLO does include categories for "Unincorporated Charities", "Co‑operatives", "Social and Sporting Clubs", and "Trade Unions and Other Associations", all of which would meet the definition of an NPI. TOLO classifies churches separately from charitable institutions, in the "Other" category.

TOBE ‑ Type of Business Entity Classification

The TOBE classification has been developed to accommodate the entity types that will be applying for registration for The New Tax System with the Australian Taxation Off ice and details will be held on the Australian Business Register (ABR). It is heavily influenced by the application types which appear on the ABR registration forms. TOBE is to replace the current TOLO classification. TOBE does not separately identify charitable institutions; they are included across a range of entity types.

The ABR includes a charitable entity indicator. An extract from the ABR indicates that there are around 50,000 units that have been identified as charitable institutions via the charitable entity indicator. The ABS is undertaking further analysis to determine the reliability of the charitable institutions indicator by comparing the units with what is currently held on the ABS Business Register and will discuss this issue further with the ATO in 2001.

NCCS ‑ National Classifications of Community Services

The NCCS is a Australian Institute of Health and Welfare (AIHW) publication. It contains three classifications, namely the national classification of community services activities, the national classification of community services delivery settings and the national classification of community services target groups.

NCCS is one of the main variables used to output the various types of community services. The survey respondents are asked to categorise their community service expenditures by the NCCS classes and this information is cross classified with other classifications. Output measures are also collected by NCCS class.

Further information on SNA93, ANZSIC, ANZSPC, and NCCS is included in Attachment 2.

ABS Survey Use of Definitions

Economic Collections

Based on the information contained in SNA93, ABS economic collections use a standard definition for non‑profit institutions:

Non‑profit institutions (NPIs) are legal or social entities (formed for the purpose of producing goods or services) whose status does not permit them to be a source of income, profit or financial gain for the individuals or businesses that establish, control or finance them.

In practice, the productive activities of non‑profit institutions (NPIs) are bound to generate either surpluses or deficits (and they can and frequently do make a surplus), but any surplus they happen to make cannot be distributed to individuals or businesses that control them.

They are frequently exempted from various kinds of taxes.

NPIs may be created to provide services for the benefit of persons or corporations who control or finance them, or they may be created for charitable, philanthropic or welfare reasons.

The ABS Disability Survey

The Disability Survey uses the definition of private non‑profit organisations so interviewers and respondents can identify these types of organisations in the field, and distinguish them from government agencies and for profit businesses providing home support services. The question is asked whether the household received support from any non‑profit organisation.
Private non‑profit organisation
A private non‑profit organisation is any organisation controlled by people elected or appointed by members of that organisation. These organisations tend to be staffed by a combination of paid staff and volunteers. Recipients of services from these organisations are likely to pay for the services, although a payment is likely to be well below market rates because the organisation does not pay wages to its volunteer workers, and is likely to receive taxpayer funding from the Home and Community Care program.

The ABS Survey of Research and Experimental Develol2men
This survey is run every two years. The questionnaire refers to whether the organisation is classed as non‑profit by either the ATO or by the Australian Securities Commission (ASC).
The explanatory notes include a section on the scope of the survey and how the non‑profit sector is defined:

The private non‑profit sector includes private or semi‑public incorporated organisations which are established with the intention of not making a profit.

International Investigations

The Global Nonprofit Information System Project is developing a definition for international use. The ABS is contributing to the project. The working definition draws on information from the Johns Hopkins Comparative Nonprofit Sector Project and fits into the SNA93 framework. The working definition currently being tested is:

The Nonprofit Sector consists of Nonprofit Institutions that:

(1) are self‑governing organisations (2) are private (3) are voluntary (in the sense of non‑compulsory) (4) do not distribute surplus to those who own or control them.

The findings of the project will not be finalised until after the release of the results of this inquiry.

Conclusions and Recommendations

The ABS recommends that the definition and any classifications developed by this Inquiry be consistent with the international statistical standards such as SNA93 and the ABS usage in its statistical activities.

While the ABS has no single specific definition for charitable, religious and community service not for profit organisations, this submission provides several 11 working definitions" which could form the basis of a standard definition. While these organisations are in scope of ABS surveys where they employ staff, and/or undertake economic activity, they are included in the non‑profit institutions sector for statistical purposes. Depending on the purpose of any specific collection, separate data may, or may not be available for these types of organisations.
The information provided illustrates how these organisations are included and classified in ABS statistical output. The development of a national standard definition would enhance the availability and consistency of statistics and assist towards the goal of expanding and improving the national statistical service and providing a greater, more consistent set of data across jurisdictions and from non government organisations which are involved in or interact with charities and related organisations.
The ABS would welcome further discussions with the Secretariat of the Inquiry on theseissues.
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Attachment I ‑ Definitions:

These definitions have been included to provide a better understanding of the terminology used by the ABS. They have been developed on an international front for consistency.

Classification

A classification Is a set of discrete, exhaustive and mutually exclusive observations which can be assigned to one or more variables to be measured in the collation and/or presentation of data. The terms 'classification' and 'nomenclature' are often used interchangeably, despite the definition of a 'nomenclature' being narrower than that of a 'classification'.

The structure of a classification can be either hierarchical or flat. Hierarchical classifications range from the broadest level (e.g. division) to the detailed level (e.g. class). Flat classifications (e.g. sex classification) are not hierarchical.

The characteristics of a good classification are as follows:

‑ the categories are exhaustive and mutually exclusive (i.e. each member of a population can only be allocated to one category without duplication or omission);

‑ the classification is comparable to other related (national or international) standard classifications.

‑ the categories are stable i.e. they are not changed too frequently, or without proper review, justification and documentation;

‑ the categories are well described with a title in a standard format and backed up by explanatory notes, coding indexes, coders and correspondence tables to related classifications (including earlier versions of the same classification);

‑ the categories are well balanced within the limits set by the principles for the classification (i.e. not too many or too few categories). This is usually e9tablished by applying significance criteria (e.g. size limits on variables such as employment, turnover, etc.)

‑ the categories reflect realities of the field (e.g. the society or economy) to which they relate (e.g. in an industry classification, the categories should reflect the total picture of industrial activities of the country); and

‑ the classification is backed up by availability of instructions, manuals, coding indexes, handbooks and training.

Industry

An industry is defined as the set of all production units engaged primarily in the same or similar kinds of productive economic activity, and which corresponds to a category in the relevant activity classification.

The activity carried out by a statistical unit is the type of production in which it engages. It is a characteristic of the unit according to which it will be grouped with other units for certain statistics, e.g. industrial statistics.

Product
In business statistics, a product is defined as an outcome of economic activity. It is a generic term applied to goods and services. In national accounts, products are all goods and services that are created within the production boundary.

V
Attachment 2 ‑ Classifications

The information on classifications in this submission is entirely in the context of charitable organisations. Further information is available on all of the classifications, by contacting the ABS.
SNA93

Whilst SNA93 is predominantly a comprehensive, consistent and flexible set of macro economic accounts, it also contains many definitions and various

classifications to assist in the compilation of the accounts. it notes both functional classifications (in chapter XVIII) and other classifications used (in Annex V) such as a classification of institutional sectors, the International Standard Industrial

Classification of all Economic Activities (ISIC), Revision 3, the Central Product Classification (CPC) and the Classification of the Functions of the Government (COFOG).
Further to the definition of NPIs above, SNA93 offers some further information concerning NPIs:
"4.55 The motives leading other institutional units ‑ whether persons, corporations, or government ‑ to create NPIs are varied. For example, NPIs may be created to

provide services for the benefit of the persons or corporations who control or finance them; or they may be created for charitable, philanthropic or welfare reasons to provide goods or services to other persons in need; or they may be intended to provide health or education services for a fee, but not for profit; or they may be intended to promote the interests of pressure groups in business or politics, etc. Although they may provide services to groups of persons or institutional units, by convention they are deemed to produce only individual services and not collective services."

ANZSIC ‑ Australian and New Zealand Standard Industrial Classification 1993

The ANZSIC is a classification developed jointly by the ABS and the Now Zealand Department of Statistics. It has been aligned with the International Standard

Industrial Classification of All Economic Activities (ISIC), Revision 3, wherever possible, to enhance international comparability of industry statistics.

The ANZSIC classifies businesses by industry based on their primary or predominant activities. 'Business' in this sense included any organisation which provides goods and services and includes companies, non‑profit organisations, government departments and enterprises. The ANZSIC has four levels of

categories, ranging from the broadest, the division, through increasingly detailed dissections, the subdivision, group and class. The following extract from ANZSIC illustrates the structure of the classification, with emphasis on the ANZSIC divisions, subdivisions, groups and classes with relevance to charitable and related

institutions.

ANZSIC: Division, Titles and Codes

N Education

84 Education

841 Preschool Education

8410 Preschool Education

842 School Education

8421 Primary Education

8422 Secondary Education

8423 Combined Primary and Secondary Education

8424 Special School Education

843 Post School Education

8431 Higher Education

8432 Technical and Further Education

844 Other Education

8440 Other Education

0 Health and Community Services

86 Health Services

861 Hospitals and Nursing Homes

8611 Hospitals (Except Psychiatric Hospitals)

8612 Psychiatric Hospitals

8613 Nursing Homes

862 Medical and Dental Services

8621 General Practice Medical Services

8622 Specialist Medical Services

8623 Dental Services

863 Other Health Services

8631 Pathology Services

8632 Optometry and Optical Dispensing

8633 Ambulance Services

8634 Community Health Centres
8635 Physiotherapy Services

8636 Chiropractic Services

8639 Health Services n.e.c.
864 Veterinary Services

8640 Veterinary Services

87 Community Services

871 Child Care Services

8710 Child Care Services

872 Community Care Services

8721 Accommodation for the Aged

8722 Residential Care Services n.e.c.
8729 Non‑Residential Care Services n.e.c.
P Cultural and Recreational Services

91 Motion Picture, Radio and Television Services


911 Film and Video Services



9111 Film and Video Production



9112 Film and Video Distribution



9113 Motion Picture Exhibition


912 Radio and Television Services



9121 Radio Services



9122 Television Services

92 Libraries, Museums and the Arts


921 Libraries



9210 Libraries


922 Museums



9220 Museums


923 Parks and Gardens



9231 Zoological and Botanic Gardens



9239 Recreational Parks and Gardens


924 Arts



9241 Music and Theatre Productions



9242 Creative Arts


925 Services to the Arts



9251 Sound Recording Studios



9252 Performing Arts Venues

9259 Services to the Arts n.e.c.
93 Sport and Recreation


931 Sport



9311 Horse and Dog Racing

9312 Sports Grounds and Facilities n.e.c.
9319 Sports and Services to Sports n.e.c.
932 Gambling Services


9321 Lotteries


9322 Casinos

9329 Gambling Services n.e.c.
933 Other Recreation Services


9330 Other Recreation Services

Q Personal and Other Services

95 Personal Services

951 Personal and Household Goods Hiring 9511 Video Hire Outlets 9519 Personal and Household Goods Hiring n.e.c.
952 Other Personal Services 9521 Laundries and Dry‑Cleaners 9522 Photographic Film Processing 9523 Photographic Studios 9524 Funeral Directors, Crematoria and Cemeteries 9525 Gardening Services 9526 Hairdressing and Beauty Salons 9529 Personal Services n.e.c.
96 Other Services

961 Religious Organisations 9610 Religious Organisations
962 Interest Groups 9621 Business and Professional Associations 9622 Labour Associations 9629 Interest Groups n.e.c.
963 Public Order and Safety Services 9631 Police Services 9632 Corrective Centres 9633 Fire Brigade Services 9634 Waste Disposal Services

97 Private Households Employing Staff

970 Private Households Employing Staff 9700 Private Households Employing Staff
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ANZSPC ‑ Australian and New Zealand Standard Product Classification

The ANZSPC is the next generation of the Australian and New Zealand Standard Commodity Classification (ANZSCC). It contains more information on the classification of services, in line with the Central Product Classification (CPC), Version 1.0 which is the United Nations recognised international standard of product classification. The ANZSPC is being jointly developed by the Australian Bureau of Statistics (ABS) and Statistics New Zealand (SNZ) to provide a framework for grouping all of the goods and services produced in both the Australian and New Zealand economies.

ANZSPC is an hierarchical classification which enables the compilation, publication and use of product statistics by both government and private sector organisations. Product statistics are those relating to both goods and services produced within the economy.

NCCS ‑ National Classifications of Communily Services

The NCCS has concordances noted between the national classification of community services activities and the ANZSIC, and between the national classification of community services delivery settings and the provisional CPC. It was developed to assist various agencies to produce statistics about the increasingly topical area of community services.

The AIHW has developed a broad definition of an Agency for all community services data collections. This is very general and covers all organisations or sub‑units that are responsible for the provision of services, whether charitable or not. The individual collections further define an Agency for their specific collection purposes.

Attachment 3 ‑ Examples of Questionnaires and Publications

The following are examples of questionnaires and publications which demonstrate the way some of the definitions are used in ABS collections.

Private Hospitals

Questionnaire

 PHE1 ‑Form Final‑3.pdf
Publication

‑ 439001998‑99.pdf
Economic Activity Survey
Publication

814001998‑99.pdf
Questionnaire

r‑.113
NGSMAR1 l.pdf
Community Services

Publication

869601995‑96.Pdf
