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Inquiry into the Definition of

Charities and Related Organisations

c/- The Treasury
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ACT 2600

Dear Committee members,

It is with great pleasure that we seek to make a contribution to the discussion regarding the Charities Inquiry Issues Paper. 

In a recent episode of the television program "Frasier", the main characters agreed to pretend to be Jewish.  In order to achieve this, the first required characteristic was to ensure that any question they were asked was answered with a question.  It is, therefore, "typical" that this organisation suggests that the committee members need to ask themselves about their own view of the value and role of charities - as well as considering effective definitions - prior to considering the submissions of those with a more direct interest. 


Introductory comments

Many of the administrative and funding changes that have affected charities over recent years have flowed from a conscious and deliberate 'mindset' by the Federal Government.  The move from "grant-in-aid" or organisation funding to 'program specific' funding has forced charities to become more focussed on commercial activities and financial self-sufficiency.  Although this has some positive aspects, it removes them from their essential purpose and work.


Similarly, the move to 'outsourcing' significant areas of service based on commercial tendering has significantly removed small organisations from key areas of service provision.

Accordingly, the operational definition of a "charity" (which we will refer to in the broad sense outlined in the discussion document) has been greatly affected by the values and attitudes of those providing the funding.  Consequently, a move to make "charities" more effective and empowered will only flow from a 'mindset' that seeks to achieve this aim.  

It is our belief that "charities" have a unique and complementary role to that of Government in maintaining and enhancing the wellbeing and independence of significant numbers of individuals and groups within society.

· From this premise, our contention is that charities should be encouraged and supported in their work and that definitions - leading to administrative and legislative treatment - should work to this end.  Similarly, those who seek to support the work of charities, whether through individual donation or corporate philanthropy, should receive inducement and reward for their actions.

 

Summary


· Many of the administrative and funding changes that have affected charities over recent years have flowed from a conscious and deliberate 'mindset' by the Federal Government.  Similarly, a move to make "charities" more effective and empowered will only flow from a 'mindset' that seeks to achieve this aim.  

· Charities have a unique and complementary role to that of Government in maintaining and enhancing the wellbeing and independence of significant numbers of individuals and groups within society.  They, and those who provide resources to them, should be encouraged and supported through the granting of special status and benefits to a specific type of organisation.
 


· JewishCare is a community-based organisation similar to many providing a range of direct services and advocacy to the community in general, and a number of specific services to a number of identified groups. 



· The services of charities should be provided on the basis of established need - rather than on the availability of Government funds to provide a certain service.
However, current Government policy militates against this.

 

· The current definition of 'charities' etc. is outmoded and not relevant to many aspects of modern society.  The definition of the PBI on the basis of direct financial relief is an example of this. 



· A charity is NOT an educational, sporting or research institute.  There should be a separate definition of such organisations and should be focussed on the nature and goal of the activities. 



· A "charity" should be an organisation that is directly involved in improving or maintaining the well-being of people in ways that protect and enhance their dignity and independence.  



· The move to exclusive and specific funding has had a significant and negative effect on many organisations, moving from 'needs-based' to 'funds-chased' resource seeking.  



· The current policy of awarding funding on the basis of competitive tendering has confused the "delegation of service" with "abrogation of responsibility" in key areas of service provision.



· The allocation of Government funds should be equitable and aimed at ensuring equal access to the services by individuals and members of all groups.



· Government's role should be to oversee the equitable allocation of resources and to monitor the expenditure and surety of service provision. 



· The role of larger charities as 'mentor'/guide to smaller groups should be explored.


· Government must retain a crucial role to fill in social service provision with regard to statutory commitments in key areas such as child abuse.  



· There is no need or benefit in a complex system of classification for different types of organisation.



· There should be clear distinction between 'not-for-profit' organisations and those seeking to make profit - regardless of the nature of the service they provide.



· Government funded services must be accessible to all.

 

· Registered charities should be given all possible encouragement to do their work as professionally and efficiently as possible, including tax allowances and salary benefits. 



· Charities' ability to "value add" requires support and funding, and they also need to be properly monitored.



· We do not agree with a distinction between the purpose and the nature of the activity.  


· Defined charities should be subject to systems of accountability and monitoring, and then encouraged to assist clients be involved in mainstream society - including employment and income-earning activities.

 

· It is appropriate to rely on the sole or dominant purpose of the organisation in order to define it.

 

· Organisations which improperly use their charity status to raise funds through commercial means should not receive special status.  



· Achieving independence and dignity etc. need to be included as desirable 'outcomes' and performance criteria. 

 

· The absence of generic funding to an organisation pushes it to be less innovative, and to chase all available funds.

 
· We support the concept of special registration and benefits for some organisations.


· We call for a clear system of classification for those charities involved in the direct care and support of the vulnerable and needy members of the community and that these organisations should receive special status and benefits. 



· Other organisations - not directly involved in the provision of services that assist and maintain people in vulnerable situations - should be seen as different and not confused with the work of charities.  


  

JewishCare 

JewishCare is a community-based organisation providing a range of direct services and advocacy to the community in general, and a number of specific services to a number of identified groups (e.g. people with a disability or mental illness; the frail aged; Survivors of the Nazi Holocaust; refugees and migrants; children at risk; families and children in crisis; and people confronting the range of social problems, including drugs, domestic violence; relationship collapse; dementia; poverty and homelessness etc.).


Established in 1936, the "Australian Jewish Welfare Society" became JewishCare in November 1999.  The organisation is a charity and a registered Public Benevolent Institution (PBI).


The organisation has an annual budget of approximately $4.5 million dollars, with approximately 37% through donations from the Jewish community (via as central communal fundraising organisation, the Jewish Communal Appeal); 46% through Federal & State funding to specific programs and individuals; and the remainder through Grants from overseas organisations, fee-for-service and Bequests and special gifts.


  
The organisation is divided into 3 key divisions (Aged, Disability and Family & Community Services) - each with a staff structure and volunteer Advisory committee accountable to the Board of Directors.  We have a total of 161 staff and over 550 volunteers.  Overall, administration costs are approximately 8.75 % of total budget.  Our services are aimed at the needs of the Jewish community of New South Wales but are accessible to (and used) by all.
 


It is important to note that, notwithstanding the overall critical nature of the comments included in this submission, this organisation has thrived and grown in the current climate of funding.  Our funding and range of services has grown with our reputation for the quality of professionalism and our commitment to the care of the individual.


However, we believe that there are significant ways in which we can improve our activities and that an effective system of registration, regulation and monitoring could greatly enhance this.  We also hope to speak on behalf of the many organisations which do not have the resources or other means to articulate their views in this forum.

With regard to the topics as outlined in the issues paper, we offer the following comments:


       'Attributes, purpose & behavour of the sector'
· The goals and services provided by JewishCare are established on the basis of established need in the Jewish community - rather than on the availability of Government funds to provide a certain service.  


However, Government funding policy  - to specific people or programs, makes forces the organisation into commercial activities in order to provide the 'administrative contribution' required by the organisation.  The alternative is to pursue and accept funds even when that need is not a priority in our community. 




The ability to respond quickly and effectively to short-term or critical situations is greatly curtailed as the organisations become more compartmentalised and funding exclusively linked to very specific services.  Community programs have become a luxury, provided when a benefactor is prepared to fund an initiative for a period of time.
  
 

· The current definition of 'charities' etc. is outmoded and not relevant to many aspects of modern society.  However, despite this Government's move to initiate this inquiry, their policies and approach to funding seem more compatible with the Elizabethan Poor Law (1601) in dividing between the 'deserving' and 'non-deserving' rather than on empowering groups and individuals to care for themselves.


· The definition of the PBI on the basis of direct financial relief is an example of this.  At this time, and despite and annual expenditure of approximately $300,000 on direct financial relief, it is clear that counselling and advocacy are far more important tools and of much greater value to the long-term independence of the recipient, but this is not recognised in the definition.  



· A charity is NOT an educational, sporting or research institute.  There should be a separate definition of such organisations and should be focussed on the nature and goal of the activities.  Where the outcome is the welfare of the community they should be given benefits and support to help achieve that goal.



· A definition of a charity should be an organisation that - either directly or through the provision of funds - improves or maintains the well-being of people in ways that protect and enhance their dignity and independence.  


Changing relationship betwwen government & the sector
· As stated previously, the move to exclusive and specific funding has had a significant impact on organisations such as JewishCare.  On one hand it has made it possible to provide specific programs of care to a high standard and with a clear system of accountability and acquittal.


However, it has also encouraged an attitude of 'chase the dollar' rather than to determine priorities in accordance with need.
It would be of great benefit for approval as a charity to be accompanied by some nominal funding to support the organisation structure; facilitate fundraising; and allow for the organisation to become more independent.



· The current policy of awarding funding on the basis of competitive tendering has tremendous strengths and benefits - particularly for a central Government seeking to maintain an apparently simple and transparent system of accountability.  Unfortunately, it seems to have confused "delegation of service" with "abrogation of responsibility" in key areas of service provision.


An example that we have experienced relates to employment services.  JewishCare has provided employment training and 'linking' services throughout its history. However, when the "Job Network" initiative commenced we did not bid, because it was clearly aimed only at the very large Church-based charities.  We continue to provide a valuable service which has no funding and no external accountability.


This is problematic in many ways.  Some of these groups are clearly discriminatory (e.g. homophobic etc.) and unacceptable to many (e.g. very few Jewish unemployed people would be comfortable approaching a Catholic organisation for employment assistance.  At the same time, our service, which provides invaluable service to people of all religions, struggles to survive and relies on donations and fees from clients who can often not afford it.


· There is no question that Church and religious-based groups have an important role to play in this, and other, fields.  However, the allocation of funds should be equitable and ensure equal access to the service by members of all groups.



· Crucially, the role of Government should be:

(a) To oversee the equitable allocation of resources - in line with population groups etc. Rather than merely turning large national charities into 'mega' charities, Government needs to ensure proper allocation of funds to a range of effective and appropriate groups.  

(b) To monitor the expenditure and the service in order to ensure the funds are being used to meet the designated purpose in an efficient manner and in ways that are accessible and available to all.



· [Although a different topic, the role of larger charities as 'mentor'/guide to smaller groups should also be explored.]  



· It should also be noted that Government also has a crucial role to fill in social service provision with regard to statutory commitments in key areas such as child abuse etc.  Whereas charities can and should take responsibility for the care of the victims and the 'rehabilitation' of the family, to delegate these responsibilities is seen as an abrogation of duty.

 
Classification of different charitable groups
· What is the purpose of creating different classifications for different types of organisation? All require support and encouragement.



· It is our view that there is need overall criteria / qualifications to be stated, and met, for an organisation to be registered as a 'charity'.



· Once established there should be clear recognition and distinction between 'not-for-profit' organisations and those seeking to make profit - regardless of the nature of the service they provide.



· An increased partnership (i.e. delegation of duties) from Govt. to charities must be based on criteria which ensure the service is available to all.  e.g. 'Job Network' is not good when administered by organisations that exclude groups or individuals.  Funding must acknowledge the limits of the organisation, and should also be made available to other groups (e.g. employment service focussed on needs of homosexuals, or Muslims, or other groups not immediately 'comfortable' with the church-based service).

 

· Once registered - and included in a continuing and open program of accountability - charities should be given all possible encouragement, including financial incentives, to do their work as professionally and efficiently as possible.


· Specifically, this must include tax allowances and salary benefits that would encourage and support the recruitment and retention of the best professionals and staff.  At this time, many charities face the paradoxical situation where they are doing more and more work previously the responsibility of Government and yet they have salary scales which are lower than those offered in Government positions.  Funding is linked to the charity sector rates and so the organisations have to 'subsidise' the employment of the best staff.


At the same time, recent changes to the Fringe Benefit Tax and other allowances have limited the amount of benefit that the charity can give without additional cost to the organisation.  It is our view that this anomaly should be addressed as a matter of urgency, and within the context of the committee's work. 



· Due to the nature of the charitable organisation it will be clear that they are capable of adding the greatest amount of value to the clients and to the money given by Government.  In order for them to be effective in this role they need to be adequately supported and funded.  However, they also need to be properly monitored in order to ensure that they remain true to their 'mission' and appropriate to those who seek help from them.



· Current problem is the trend to funding only the large Christian organisations - letting them take the place of Government.  Result is that other religions or secular people have less choice or comfort in accessing services.


Commercial activities
· With regard to point 14 we appreciate the distinction between the purpose and the nature of the activity but do not agree with sectors of organisations being divided.  

For many years only part of our organisation (the "Relief account") was considered) tax exempt.  As a result, every decision, including the purchase of stationery, was considered in light of "Does this assist in the achievement of our purpose?"  It created artificial and stupid barriers as well as forcing unnecessary ethical dilemmas for the management.


At the same time, in many organisations - including ours - ostensibly commercial work (e.g. light industrial packaging, printing etc.) is carried out by people with various disabilities (including age; physical or intellectual infirmity; and/or lack of English).  The employment provides focus and dignity for the person, but also represents value and competitive work for the customer.  To judge such enterprises by commercial criteria (which does occur in some cases) because of the nature of the activity negates much of what is said about self-help and empowerment.  


· If the value of charitable organisations in including marginalised people in the workforce is acknowledged, then it must be the overall purpose of the organisation that determines the definition and restrictions placed on activities.  Accordingly, we feel strongly that, once defined as a charity and subject to the established systems of accountability and monitoring, organisations should be encouraged to involve those they help in supported and assisted involvement in mainstream society - including employment and income-earning activities.


 
Consequently, we would agree with the view that, for the reasons listed above, and to simplify matters, it is appropriate to rely on the sole or dominant purpose of the organisation in order to define it.

 

· We are aware of organisations currently considered charities where their status is used to raise significant amounts of funds via commercial means (e.g. purchased via telemarketing companies) and the amount that goes to the purpose of the organisation is limited.  


Accordingly, determination should not be to distinguish between commercial and non-commercial activities but rather by WHO is doing the activity. It is our view that extra support should be given to commercial activities using people with a disability; on unemployed etc. whereas external commercial activities for fundraising purposes only  - e.g. telemarketing of products where x % goes to the charity - should be subject to normal commercial regulation.



· In defining a charity - and particularly with regard to the trend towards 'outcomes' and performance criteria - there is need to also place value on other 'products', such as the creation of independence and the maintenance of dignity.  At this time these are not acknowledged.  However, these items are often the crucial difference in the nature and quality of service offered by charities, rather than 'for profits' in the same areas of service (e.g. residential care, nursing homes etc.).

These qualities are tangible, definable and capable of being monitored by various measures.  They should also be included as desirable and essential outcomes of service that receive funding or support.   

 

· Another problem is that - although specific program funding is easy to measure in acquittal forms etc - the absence of any generic funding to an organisation pushes it to be less innovative, and to 'chase the funds' that might be available etc.


Public Benevolent Institution status 
· From an admitted 'parochial' perspective, as an organisation that struggles to compete for resources, including staff, funds, volunteers and publicity - we believe there is room for special registration and benefits for some organisations.

Dealing with people at "the very bottom of the heap" is often unattractive to donors, sponsors etc. but no less urgent or necessary.  For organisations like ours to compete on "equal" terms with topical or 'sexy' causes is virtually impossible and really goes against the goal of the Government drive to properly delegate the real care of the vulnerable to local communities.

We would advocate a clear system of classification for those charities involved in the direct care and support of the vulnerable and needy members of the community.  These organisations should receive special status that enables them to maximise the use of resources (financial, human, etc.) through special tax status and allowances.


· At the same time, we would call for a further system of inducements and incentives to encourage individuals and corporate organisations to provide financial and other support to such organisations.



· Beyond that, there are many other worthy organisations involved in commendable work which also deserve and require encouragement and support.  However, it is our view that - unless directly involved in the provision of services that assist and maintain people in vulnerable situations, the type of registration and subsequent benefits, should be different and not confused with the work of charities.  

Conclusion
JewishCare is proud of its history of partnership with Government in the provision of services in the areas of immigration, welfare and social services.
It is also extremely proud of the many achievements in the areas of service delivery and in the development of humanitarian and effective policies and programs to help the most vulnerable members of the community.


We are concerned that the impetus to investigate the role of charities may be to restrict and control their activities rather than to clarify and support their vital work in many parts of today's society.
 However, we agree that the current definitions are outmoded and are inadequate for the complex matrix of community organisations that exist today.


We feel that there is a move to equate the size or wealth or a charitable organisation with its credibility, and that this is not to the ultimate benefit of the sector or the individual applicant for help.  We are particularly concerned that in the current political and social climate size equals credibility and that credibility equals funding.  We believe that this should move to a situation where accreditation leads to credibility and that leads to a combination of cash AND constant monitoring.

  
It is our belief that there is need for a comprehensive system of registration and that this should be combined with a process of formal accreditation and continuing monitoring.  This process should be applied clearly and fairly to all relevant organisations and should be linked to the continuation of funding and other support.  


Finally, JewishCare commends the work of this committee and wishes them every success in their deliberations.  We are delighted to be part of this important discussion and hope that our comments are of interest and assistance.  Should any additional information or comment be required, please contact the writer as the address below,


Yours sincerely


Steve Denenberg


Steve Denenberg

Chief Executive Officer
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