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Foundation support of advocacy work is important and relatively easy to do. In fact, many foundations are probably already supporting nonprofits that are involved in advocacy work. “Mainstream groups from all walks, including the Girl Scouts, YMCA, Head Start and others rely on advocacy in accomplishing their missions” (Aron, 2004). At the March 10th, 2005 Baruch School of Public Affairs full day conference, Lobbying and Advocacy for Nonprofit Organizations, nonprofit representatives spoke about the legal rights nonprofits had to participate in advocacy and lobbying. Each speaker also touched on, in with what seemed like an increasing sense of urgency as the day progressed, the importance of advocacy and lobbying to all nonprofit organizations. 


As the environment for nonprofit funding sources shrinks, and the needs for their services grow, advocacy and lobbying is becoming not only a way to promote nonprofit interests but a way to preserve their existence. Nonprofit advocacy and lobbying work is also an important way for nonprofits and nonprofit coalitions to represent those in society who, without their help, would have no voice or power to advocate for their own needs. In arguing that foundations should achieve the greatest impact possible for social good many organizations, such as the National Committee for Responsive Philanthropy, the Council on Foundations, and the Alliance for Justice, now argue that foundations should consider supporting nonprofit advocacy work to make their dollars go further. 


Therefore, this paper will not only look at the federal tax laws and rules governing foundations and advocacy activities, but it will also examine how some foundations have already embraced the idea of promoting social change through funding political advocacy work and causes. The paper begins with a discussion of what advocacy is. Then it will examine an argument against some of the traditional forms of philanthropy and look at some historical examples of the political advocacy work of U.S. nonprofits and philanthropy to place contemporary advocacy into context. This paper will look at the legal rights of private foundations to fund the advocacy work of nonprofit 501 (c) 3 organizations and some examples of foundations making use of these rights. Finally, it will discuss how and why foundations should consider funding advocacy today.  


Advocacy, as noted in the Alliance for Justice’s report Investing in Change: A Funder’s Guide to Supporting Advocacy, pertains to a broad range of activities that influence public policy at both the federal, state and local level (2005). “From research and public education to lobbying and voter education, advocacy is about using effective tools to create social change” (Alliance for Justice, 2005). There are many ways that foundations can choose to support nonprofit advocacy and participate in their own advocacy initiatives. Foundations from both the right and left, as I will note below, have already tried and succeeded in effecting public policy in many different ways. 


However, William Schambra a former employee of the conservative Bradley Foundation, interestingly notes in his paper on foundations and democracy that the ways in which foundations have chosen to advocate for public policy change has often been contested by both the right and the left as being to elitist. He argues that traditional philanthropy and large foundations often chose to advocate for public policy change by funding research and social science experts to study and implement or propose models for change that the government could then adapt. Or as he writes, foundations operated with the belief or “the profoundly undemocratic notion that reform should be driven by foundation-subsidized social science experts, rather than by self-governing citizens” (Schambra, 2004, p. 65).


Schambra refers to reports published by authors of both the New Left movement, during the 1960s, and then the Neoconservative movement, during the 1980s and 1990s, that argued that foundations were taking away the power of democracy from the hands of the common man. An argument that he claims has lead to the defensiveness of large foundations that “continue to expand their purposes by making vague, banal pronouncements about ‘social change’” while at the same time providing “no response to the populist charge that social change imposed by professionals tends to erode the citizenly capacity for self-governance” (NCRP, 2004, p. 66). So, if in the past foundations have eroded democracy through their giving as Schambra argues, how should foundations give when funding advocacy and influencing public policy today to avoid making the same mistake? 


Scanning the literature of left leaning advocacy groups like the Alliance for Justice and the watchdog group National Committee for Responsive Philanthropy it is clear that they believe funding advocacy and effecting social change is important, and because of their broad definitions of advocacy and social change funding they might agree with authors like Schambra who argue that this funding should happen at a more grassroots level. Schambra argues that at the grassroots level more local organizations and individuals have a better chance to impact what is being advocated for. Schambra also notes that both the left and right “share the desire to restore democratic self-governance to a central place in philanthropy’s understanding of its purposes” (NCRP, 2004, p.67). Attending the Lobbying and Advocacy for Nonprofit Organizations conference at Baruch, I would argue that many local New York nonprofits and coalitions such as the Hispanic Federation of New York (who was represented by their President, Lillian Rodríguez López at the conference); also see advocacy work as a way to give local people and local issues a voice. Therefore, to some extent, funders that are already giving to nonprofits with not only a foot in their local community but a foot in the political world that affects their funding and communities are already funding a more local level of democratic change. 


The Alliance for Justice’s list of ways to fund advocacy, “from research and public education to lobbying and voter education” in many ways is as broad as it sounds, and foundations from the center, to the right and left can decide how they want to help effect change. Foundations can decide where they want to help ideas of social change to originate from by funding organizations including: universities, think tanks, religious organizations, grassroot nonprofits, national nonprofits, and nonprofit coalitions.

When looking at philanthropic giving and the ability of foundations to help affect change, it is important to recognize that foundations and nonprofits in the United States have a long history of being in the forefront of influencing major changes in the practices and policies of the country. As early the American Revolution, according to Peter Dobkin Hall in his chapter “Historical Perspectives on Nonprofit Organizations in the United States,” political associations such as the Sons of Liberty and the Committees of Correspondence “helped mobilize citizens to fight for American independence” (2005, p. 6). Associations had an early influence on the politics and direction of the United States government and political landscape.


In the 1880’s Andrew Carnegie, the Pittsburgh steel executive, gave voice to a new idea of philanthropy. Carnegie believed that giving should not just be alms to the poor or, as Dobkin Hall notes, a response to suffering as much of traditional charity was. Carnegie believed that philanthropy should help fix the problems that caused the suffering that was rooted in the social inequities of society (2005, p. 11-12). Carnegie argued that “intelligent philanthropy could not only eliminate the root causes of social problems but also sustain the competitive processes essential to continuing progress” (Dobkin Hall, 2005, p. 11). An argument that in some ways is still being used today by organizations like the National Committee for Responsive Philanthropy (NCRP) who argue that “philanthropy can (and sometimes does) play a major role in creating positive structural change for the most disadvantaged in society through practicing social justice philanthropy” (NCRP, 2003). Both Carnegie and the NCRP argue for what they consider to be a more meaningful philanthropy that not only helps to alleviate the problem but helps to eliminate the problem. 


This argument for changes being made at the root of the problem leads directly back to the idea that foundations today should be supporting “public policy advocacy,” because as the Alliance for Justice argues, through the support of advocacy greater change can be achieved for those with relatively little voice (Aron, 2004; Alliance for Justice 2004). 

"Foundations do not have sufficient assets to change the social condition one person at a time, and investment by foundations in nonprofit organizations engaged in advocacy for new, innovative and better policies is the ultimate way to increase the impact of grant dollars," says Thomas W. Ross, executive director of the Z. Smith Reynolds Foundation. (Aron, 2004).

The argument that foundations should fund advocacy work supports the idea that foundations should use their assets to do more than help one nonprofit. By supporting advocacy, foundations are getting closer to the root of the problem by helping communities and nonprofits find the loudest voice possible to influence the policy and politics that affect their ability to meet their needs and succeed. 


In a testament to the importance and power of advocacy work one can also look back at the emergence of the nonprofit sector in the United States. As early as the 1880’s, advocacy groups were working for social change on issues from prohibition, to women’s suffrage, and charity reform (Dobkins, 2005. p.12). The United States has a long history of organizations such as associations, advocacy groups, fraternal and sororal organizations advocating for change and influencing politics and policy in America (Dobkins, 2005. p.12). As de Tocqueville suggested in Democracy in America the United States was a nation of joiners, it was also a nation where there were numerous ways for individuals to participate in democracy (1835). Individuals could join associations and fund organizations that, with the power of numbers, could influence social change and public policy. 

In the United States, the not-for-profit sector is one of the major vehicles through which the least well off voice their interests (de Tocqueville, 1835). Philanthropy is a way of bridging the gap between the more well off and the least well off and is an essential component to the functioning of our democracy. (NCRP, 2003).

Furthermore, the NCRP Understanding Social Justice Philanthropy, report goes on to argue that the responsibility for “bridging the gap” between the rich and poor often lies heavily on the shoulders of foundations, whose sole purpose as tax-exempt organizations is to give back to the public and contribute to the social good. However, despite the important role that nonprofits have played in social movements and political advocacy, foundation involvement in this work should also not be overstated. Although groups like the NCRP and the Council on Foundations support foundation involvement in public policy issues many foundations fear the controversy and legality of advocacy.


As Dennis P. McIlnay notes in his book How Foundations Work, foundations are not usually organizations that are in the forefront of supporting activism or social movements (1998, p.121). In fact, he notes that foundations often “defend the existing economic and political systems and the people and institutions that lead those systems. They are not moved to activism on behalf of people excluded by the systems” (McIlnay, 1998, p. 121). This is why many organizations are now advocating for foundations to fund advocacy, because it is something that many foundations have not participated in. As one can see from much of the literature on foundation giving, foundations often prefer to give to organizations with well established missions, best practices and methods of reporting on the outcomes and benefits of their programs.

However, despite recognizing a reality in which very few foundations really take risks to help cure social ills by supporting changes to systems that do not always work, McInlay still argues that: “Foundations should support organizations involved in the formation of public policy because the problems of the public are problems of foundations” (1998, p. 122). Therefore, returning to the argument above, that the support of advocacy helps to give back to society for the public good in an enduring way because of its ability to affect greater change, how can foundations fund advocacy and lobbying?
“Many foundations already successfully and legally support advocacy. Some do so through small grants for a distinct activity or product, such as a one-time grant to a public charity for producing a report on a specific policy issue. Others provide general support grants for their grantees to use as needed, or multi-year project grants for a variety of advocacy efforts by different organizations” (Alliance, 2004, p. i).

So if that is how foundations support advocacy what are the legal limits and boundaries facing foundations? 


Before I begin discussing the legality of foundation giving, I should define what the type of foundation I am suggesting should give is. In this paper I am referring specifically to private foundations, grantmaking 501(c) 3 organizations that receive most of their funding from only one source. Or a more formal definition:

A charitable organization that is usually funded from one source (an individual, family, or business), that receives its ongoing funding from investment income (rather than contributions), and that makes grants for charitable purposes to other persons rather than conduct its own programs (IRC § 509(a)) (Hopkins, 2005, p. 327).

Why only discuss private foundations? Because of time and page limit constraints this paper is already only highlighting a few of the issues concerning advocacy and foundations. Second, because foundations offer a tax shelter for the wealthy, those endowing a foundation are promising to give back to society and to the public good (NCRP, 2003). Finally, because the wealth that foundations have to disseminate, although not the biggest portion of philanthropic giving, is still substantial (Giving USA, 2005). Or as Emmett D. Carson, Ph.D., President and CEO of the Minneapolis Foundation and Chairperson of the Board of Directors of the Council on Foundations so eloquently states:

As more U.S. foundations discover the will from within to recognize that the pursuit of public policy advocacy is essential to fulfilling their vision for a better society, we can look forward to great things for our cities, our nation, and our world. We should expect nothing less from institutions that collectively hold assets of nearly $500 billion in the public trust (Alliance for Justice, 2003, p. i).

Although private foundations can fund grantees with different types of tax-exempt status, most prefer to fund 501(c) 3 organizations because contributions to these organizations are tax deductible and count towards the 5 percent of annual giving required of them. Once these organizations prove their tax exempt status, with a determination letter from the IRS, the foundation then does not have to exercise “expenditure responsibility” (Alliance for Justice, 2004, p. 19). However, concerning advocacy work 501(c) 3 organizations are limited in the amount of lobbying work they can do and they cannot support or oppose a candidate for public office (Alliance for Justice, 2003, p. 11, Hopkins, 2005, p. 213-214). However, 501(c) 3 organizations are not totally limited in what they can do and foundations can easily support advocacy work by supporting these organizations. 


For example, 501(c) 3 organizations are limited but not totally restricted from lobbying and can spend up to 20 percent of their budget on lobbying if they elect a 501 (h) status (Hopkins, 2005, p. 204-205). Although currently, according to M. Cass Wheeler writing for Foundation News & Commentary, the IRS reported that of the charities that filed the Form 990 in 1999, “only 1.6 percent reported spending any money on lobbying” (2002). However, this percent may underestimate the total amount of money and time actually spent on lobbying and because of the idea that only a small percentage of money was spent, it might also misrepresent the impact of the lobbying that did occur. (Wheeler, 2002).


These nonprofits can also participate in advocacy work through educating the public on campaign issues, candidates, and voter education as long as it nonpartisan and not on the behalf of one candidate or one particular issue (Hopkins, 2005, p. 214). In addition nonprofits can also convene key parties to discuss an issue of relevance to the community or mobilize individuals and communities to work together towards a common goal. They can also distribute nonpartisan analysis, studies, and research, as long as it gives equal treatment to all sides of the argument and is distributed fairly or “not…exclusively with audiences who agree with the authors” (Alliance for Justice, 2004, p. 7 & 8). 


Finally, these organizations can talk with legislators about social and economic concerns, as long as they do not discuss “a specific legislative solution or proposed legislation” (Alliance for Justice, 2004, p. 7 & 8). The article, What the Law Allows, gives an example of the type of broad general policy issues that can be discussed such as  “the importance of strong environmental protection standards or a strong national defense—provided the communications do not address specific legislation” (Boisture & Troyer, 1997). These are just some of the examples of the ways in which 501(c) 3 organizations can affect public policy and public opinion around issues that are important to both their communities and to the larger public both they and foundations serve.

So how can foundations legally support these activities? Although foundations may be wary of funding nonprofits that do advocacy, especially lobbying, because of the Internal Revenue Code’s “general rule that a private foundation’s expenditures for lobbying activities are subject to a penalty tax and such expenditures could conceivably include grants to lobbying charities” there are some pretty clear rules that foundations can follow to avoid these penalties (Alliance for Justice, 2000, p. 7). “Provided that a foundation does not ‘earmark’ its grant to fund lobbying activities, a grantee's lobbying activities are generally not attributed to the foundation” (Boisture & Troyer, 1997).
Some of the other basic rules to follow are: 


If foundations are funding public charities as discussed above, these charities can make lobbying expenditures of up to 20 percent of their first $500,000 in charitable expenditures, and then in decreasing amounts up to $1 million a year (Alliance for Justice 2000, Boisture & Troyer, 1997). When the actual amount of money charities can spend on lobbying is considered it becomes clear that they can have a fair amount of impact, “particularly those with a substantial base of non-lobbying expenditures” spent to meet their organizations mission (Boisture & Troyer, 1997).


Again, foundations can knowingly fund nonprofits that lobby as long as they do not earmark their grants for lobbying purposes. Foundations are also not required, by the regulations regarding charitable giving, to ask a nonprofit about their lobbying budget if the organization applies for a general support grant or project grant that is for non-lobbying related activities (Alliance for Justice, 2000; Boisture & Troyer, 1997). Although, foundations can intentionally fund a grantee project with a lobbying component, as long as the money they contribute to the project is not earmarked specifically for lobbying and provided that “the amount of the grant does not exceed the grantee's budget for the non-lobbying components of the project” (Boisture & Troyer, 1997). 


Unlike many of the tax rules I have studied regarding the responsibilities foundations have in regard to funding terrorist organizations or organizations that sponsor terrorists, tax rules regarding grantmaking to nonprofits involved in lobbying are fairly flexible. Foundations do not have the onus of having to check on a nonprofit's lobbying activities before they give them a grant for general operating support or for a specific non-lobbying related project. The nonprofit can then even spend some of this general operating support money on lobby related activities, as long as the money was not earmarked for this purpose. In fact, in the introduction to Investing for Change Emmett D. Carson even notes that:

“What is not widely acknowledged, or appreciated, is that the changes in the laws and regulations have been driven, in large part, with the intent of encouraging foundations of all types to become comfortable with utilizing public policy advocacy as a grantmaking strategy” (Alliance, 2004, p. i).

Although private foundations cannot lobby themselves because of the rules Congress passed in 1969 governing their activities, these reforms did not prevent them from funding other organizations that did (Alliance, 2004, p. 12). The Alliance for Justice report also notes that statutory exceptions to lobbying were also added during this reform, giving foundations even more flexibility in advocacy activities. So, as far as foundations and funding lobbying is concerned, “through careful attention to the applicable tax rules, foundations can thus play an active role in the formation of public policy without risk of adverse tax consequences” (Boisture & Troyer, 1997).


In addition to lobbying, foundations can also support nonprofit 501 (c) 3 organizations that participate in the other advocacy activities mentioned above including nonpartisan election-related activities and general advocacy activities if conducted for tax-exempt purposes (Alliance, 2004, p. 12). With nonpartisan election-related activities both foundations and nonprofits must adhere to special rules and as with lobbying rules they must be careful that they follow them specifically and carefully to avoid penalties. However, in regard to general advocacy activities, such as: testifying on legislation to a committee upon request from that committee, writing editorials or letters to the editor, commenting on legislation, or filing a lawsuit, foundations have more flexibility to fund these activities. As long as these activities are considered non-lobbying activities, foundations can even earmark funds for general advocacy projects.


Foundations have a certain amount of protection in funding 501 (c) 3 organizations that participate in advocacy and lobbying activities but do they also have a certain responsibility to work with nonprofits that are successfully influencing public policy? Many organizations seem to think so.


A recent NCRP report, Axis of Ideology: Conservative Foundations and Public Policy,  notes that conservative foundations have been successful because they have given not only general operating support but have also given consistently to the same organizations and to different types of organizations to make sure that they have influence in a number of different ways (NCRP, 2004). This logic makes sense when foundations are trying to influence political advocacy changes because different organizations might be effective in different ways. Different organizations can be effective on different levels including federal, state or local, at different times depending on the political climate, and because they offer different types of expertise or influence on decision makers. 


In his book, Agendas, Alternatives and Public Policies, John W. Kingdon talks about the windows of opportunities that present themselves for brief moments in time during the public policy formation process (2003). Along these lines, when new windows of opportunity open up giving organizations a chance to influence public policy, if foundations have helped to support various organizational players there is a better chance that their ideas may get heard. If foundations continually fund different organizations such as: think tanks and universities producing policy and research reports, local nonprofits operating experimental new programs and projects, and large nationally established nonprofits with good reputations and the ability to get national media attention and public support, they can support organizations that correspond to their mission but act on it in different ways. 


In addition, if foundations support the advocacy and lobbying work of these organizations, and provide them with general operating support they can help prepare these organizations for a time when windows of opportunities open up. Or, as is the case for many nonprofits in today’s environment, foundation support may just help nonprofits keep the resources they need to stay in touch with the local, state, and federal government officials that may be able to help them if their funding, neighborhood, housing, or community is threatened because of a change in the political and economic climate.

“Even a foundation that sees its mission as focused on supporting direct services by nonprofit organizations may find that severe budget cuts by federal, state, or local entities to these same organizations warrants a public policy response” (Alliance, 2004, p. i).

Instead of scrambling to find connections after they find out that there is a threat, as was noted at the  Lobbying and Advocacy for Nonprofit Organizations conference at Baruch, nonprofits should be as aware of their external environment as they are of internal environment. Therefore, foundations should be aware that if they provide their grantees with at least some general operating support, and do not always demand to see immediate outcomes of how their money was spent on programs, they may be able help their grantees participate in advocacy work and stay in touch with government officials.


Whether or not foundations are willing to fund advocacy, this paper has argued that there are definite benefits to promoting social change through funding political advocacy work and causes. Whether, giving voice to the voiceless through community and grassroot organizations, or the production of reports on topics as wide-ranging as poverty and the environment, foundations have an opportunity to make changes to what Carnegie would have seen as the root of the problem. Although not everyone will agree with the ways in which changes should be made, or that wealthy and established foundations should be further effecting U.S. policy and politics. However, if foundations are supporting nonprofits on the ground, in touch with local communities and local needs, they have a better chance of helping to give a voice to those influenced most directly by policy and decisions that effect nonprofits and local communities. As established foundations they also have the ability to help nonprofits learn from each other, and compile the collective knowledge gained from being exposed to nonprofits that tackle the same social issues in different ways. Finally, through general operating support, foundations can fund nonprofits who want to spend some of their expenditures on lobbying, advocacy, coalition building, and education of the public, the media and politicians. Through this work foundations may not be funding nonprofit work that goes directly into programs related to their mission, but they will be helping to build the base nonprofits need to run sustainable and effective nonprofits of the future. From the Council on Foundation’s 2005 Paul Ylvisaker Award for Public Policy Engagement winner:

Alan Broadbent, chairman of The Maytree Foundation, says "Grantmakers have talked about 'leverage' in recent years. In Maytree's view, the biggest lever available to affect crucial social issues is public policy. By changing how a society agrees to exercise its collective will, we can create solutions to the hard problems and critical issues. That is an orientation Maytree adopted over 20 years ago and sustained" (Alms, 2005).
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