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Dear Sir or Madam,

Charity: 1. almsgiving; the private or public relief of unfortunate or needy persons; benevolence. 2. something given to a person or persons in need; alms. 3. a charitable act or work. 4. a charitable fund, foundation, or institution. 5. benevolent feeling, especially towards those in need. 6. Christian love. 7. of, or relating to organisations, fund-raising activities, etc., of a charitable nature.

The Macquarie Dictionary

Executive Summary.

The argument of this writing is that, because of:

· the increasing corporatisation and managerialism of charitable enterprise in Australia, and

· the infinite variety of causes which the community would wish to support,

the only way to define charities and other non-profit enterprises of community benefit, is to follow the lead of the NSW Charitable Fundraising Act and define such organisations in terms of their corporate and financial structure. 

To do so within the body of the Income Tax Act retains the present main point of reference to this end.

Forward.

I write as the recently retired National Executive Director of a charitable enterprise concerned with one particular category of disease and the disabilities which result from it. As such, I am able to bring my experience to your attention without the need for it to pass the scrutiny of a directing body and be watered down by committee process. Unfortunately, as a retiree, I must write without immediate access to source documents and must rely upon memory to provide supporting reference for my views.

I was active in both ACROD, the Consumers’ Health Forum and a number of government committees, so my views are based on an experience beyond that one organisation and I will attempt to be general in expressing them.

Let us be quite clear. In recent decades, a body of professional association executives (particularly in fundraising) has emerged with members whose whole career is dependent upon the growth of the philanthropic sector of the national economy.  Because of this, by far the bulk of submissions to your inquiry can be expected to come from this source and, as is so often the case when professionalism meets idealism, the response will be at least heavily influenced by the former. At least a few of those submissions will be made using funds provided by government by organisations integrated into government processes and not, thereby, purely a charity by nature or culture. 

The need to define, beyond a dictionary definition such as that provided at the head of this paper, the organisations which are the subject of your inquiry can only be to serve the purpose of exercising control over those organisations. My submission is that the definitions that emerges from your inquiry should have the effect of giving precedence to cause over the complexities of organisation and structure by concentrating solely or principally upon the latter matters. To the extent that your definitions leads to particular structures, those structures must be defined in terms of accountability for attaining the goals of the organisation with sanctions emerging from any failure to do so. 

Bureaucracy

When entering the philanthropic sector a decade ago, my first impressions as a person experienced in managing and otherwise devising organisations in both the public and business sectors of the economy was to wonder at:

(a)
the continued existence of state based organisations, with separate and aggressively possessive managements, at a time when these had long disappeared from the commercial, industrial and federal government scene in Australia and were even disappearing from the sporting scene – the quintessential local community activity;

(b)
the level of salary and expense incurred by many I met in management positions – particularly in those bodies funded by government – in what I conceived of as being a charitable calling, and,

(c )
the very fact of  government support of “peak bodies” in a community where there existed a reasonably high level of social security, health and disability expenditure and a substantial professional bureaucracy.

All disturbed me. In the case of state based organisations, I saw a constant absorption of philanthropic funds on corporate jealousies that developed the cause not at all. Yet, I believe that proper investigation will show that the main concern of people in local branches is not so much that a proportion of their fundraising goes to a national effort, but that considerable sums are expended where they can see it – in state offices – and not always expended wisely. Advice to this effect was given to me by a friend, a state governor, who had been made well aware of the problem in his meeting with such local bodies.    

The high expenditure issue was made apparent to me at lavish corporate functions held by two “peak bodies/industry organisations” of much grander scale than I had previously experienced as a reasonably senior executive. I was put in mind of some of my experience in South East Asia and Papua New Guinea where I observed that those in philanthropic or charitable callings who lived closest to the lifestyle and expenditure patterns of their proclaimed constituency were those who gained the best support and following. I would wonder at what the donors to, or government funding bodies of the particular organisations would think were they to be aware of any form of self-indulgent expenditure.

Indeed, I submit that if a proper and full study of attitudes to philanthropy were to be made in Australia, it would find that the clear reservations towards philanthropy have some basis in a perception of excessive expenditure to management’s own ends.

I became involved in a number of groups which were, or had aspirations of becoming, “peak bodies”. With the one exception of the Consumers’ Health Forum as I knew it, the agenda of these bodies strongly emphasised the needs of delivery organisations, with little reference to the needs of the client base presumably being served.  They were the sort of structures which will rejoice at attempts to define “charity”, “PBI”, “religious organisation”, “community service , not-for-profit”, with the splits of “wholly” or “ partly” in their definitions and would happily spend their government funding to that end.

However, the NSW Charitable Fundraising Act has shown that it is not necessary to go to such an exquisite and ultimately inadequate definitional process. By relying on dictionary definitions only and the acceptance of an organisation’s terms of reference as serving a public good, the infinite variety of groups in this sector can be embraced.  To define the scope of control which is clearly the purpose of the Inquiry, it should not be necessary to be more precise than the sorts of terms used in paragraphs 19,20,22,23,24,25,and 31 of the Issues Paper. 

Organisation Structure

Any believer in democracy as a social system would agree that the basic building blocks of any social organisation and its structure must be locally based within the community. For this reason, your definitions must surely start in, and be always based upon these fundamental units - a “bottom up” arrangement. Groups and organisations will be infinite in their variety of cause and new causes, not conceived of by today’s values and definitions will continue to emerge. 

Reasonable public control might be exercised by:

(a)
legislation such as the NSW Charitable Fundraising Act which defines limits of expenditure on overheads, fundraising constraints, reporting requirements , etc, and

(b)
accounting standards particular to charities and especially treating the use of donated, tax free, gifts as was recommended some time ago by the Industries Commission Inquiry into Charities.

I recommend that, beyond the NSW arrangements, tighter and more stringent definitions are required where organisations come together to gain strength in size.

And despite the constraints of your Terms of Reference, tax concessions remain the fundamental basis of existence for philanthropic enterprise and access to these is ultimately the output of this Inquiry’s considerations. Why not take the practical path and define organisations in terms of their access to these? For this reason, I would recommend that the definitions you coin be contained within the Income Tax Act.

Also beyond the terms of your inquiry would be my further recommendation for a system whereby organisations which enjoy the privileges given to charities should be obliged to nominate their target market and the measures of the benefits they will provide. Their continuing existence might be based upon their satisfying reasonable targets.

I recommend that, in any given reasonably broad grouping of cause (say a major disease group as defined by the World Health Organisation, or a recognised broad disability group such as intellectual disability) no particular tax benefit should pertain for any structural arrangement between a local charity group and one national body. This is not to reject regional or state structures, but by them having to be funded by their constituent groups, it will ensure their accountability to the members.

Donations to, and funding of national bodies should also enjoy tax benefits within the Act. However, a very different form of definition is required for organisations of this type. For example, fundraising for medical research cannot be covered by such terms as “public benevolent institution” and organisations so engaged must engage in other activity to obtain coverage by that term as presently defined. 

Accordingly, a “head office” form of definition is required in structural terms sufficiently comprehensive to cover the wide range of activities which organisations such as those directed to the alleviation of disability or disease engage in. 

I do not much comment upon the use of “peak bodies”. My experience of them, with the one notable exception quoted, was one of less than charitable purpose and it is my view that the monies expended upon their playing the Canberra game would be better directed to supporting the broader community. 

If it is decided that “peak bodies” can perform a useful role in bringing to bureaucratic attention an accurate view of community attitudes, then I recommend that they be aligned with ministerial portfolios (Health, Aging, Family and Community Services, Aboriginal Affairs, Ethnic Affairs etc) and be funded within that relevant department’s budget, for, as organisations of organisations, they are managerial institutions, not philanthropic in their purpose.

Conclusion

This is one person’s view of a major element of the Australian economy, informed by  eight years of frustration at witnessing unnecessary and inappropriate expenditure, particularly by the larger organisations with which I came in contact. It is also informed by my experience with one organisation where that sort of profligacy was not the case, thus confirming my opinions.

The most important outcome this Inquiry might achieve is the sponsorship of small local activities as the basis of all philanthropic endeavour in Australia and this might be attained if the managerial concepts of the NSW Charitable Fundraising Act are taken up and worked to their benefit. Just as important will be the Accounting Standards long awaited as an outcome of the Industries Commission Inquiry into Charities and which might keep funds applied to the purpose for which they are given. 

I trust that it offers some benefit to the inquiry.

B.A. ( Bill) WILLCOX. 
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