An Important Difference:
Lobbying vs. Political Activity

With 2004 a major election year, it’s
a good time to brush up on the rules
of political advocacy for NFPs. What
do you need to know about lobbyi
and political activity? Well,
that depends on what type of
NFP you are, what political advo-
cacy you engage in, and how much
your organization spends on these
activities.

NFPs engaged in politicking
must comply with certain tax rules.
Failing to do so may result in ex-
cise tax or the loss of tax-exempt
status. The rules governing Iob:r
bying and political activity
vary depending on the organ-
Ization and its exempt purpose.
For example, social welfare organiza-
tions and trade associations
have relatively more latitude
than charitable organizations.
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NFPs of all sizes face the challenges of effec-
tively meeting their goals with the financial and
human resources at hand. Whether the pressure
to enhance performance stems from outside your
organization (e.g., a funding agency) or from
inside (e.g., members), there are strategies that
can help you affect positive change. Capacity
building refers to the actions an NFP takes to
improve its ability to achieve its mission. It affects
all levels of an organization, from management to
volunteers, but goes beyond maximizing an
organization’s human capital; this process also
examines, modifies, and betters current systems
and structures.

There is no easy formula for capacity building.
The steps your NFP takes toward positive change
will be individual to your organization and
specific to your mission. However, there are some
fundamental building blocks any NFP looking
toward a more efficient future should consider:

Vision. Enhancing performance begins with
clearly defining your organization’s goals. What,
exactly, is your NFP trying to accomplish? From
this simple starting point, you can begin to
measure your effectiveness and develop strategies
to better achieve your objectives.

Leadership. Strong management will h 1.
spire change. Leaders who successfully stev  the

organizations toward their ultimate objectives
are able to tap human capital and make the
necessary structural changes internally, as well as
maximize their external resources. Some of the
important leadership steps capacity builders take
include collaborating with other organizations,
implementing technology solutions, training
staff, improving knowledge sharing, and enhanc-
ing community outreach.

Time. Change takes time. A solution in one
area of an organization may raise questions in
another. Establishing a rea- .iable time frame and
practical expectations ¢ nelp you maintain
momentum without ¢ nating’ .y participants.
Capacity building happ. =~ cages, vhich
typically include assessing . +rentr (ormance,
developing st *egies, executi, ~ ian, and
evaluatino nroy. s. This process rarely happens
quickl _av oule = effict it

\' hvisic leaders. u, and time, your NFP
nstic v Cnits organizational capabilities
more “fectively achieve its goals. Along
i v. * the. 2re firms and grants to assist
you ‘n v orocess. For more information, visit
~a » liance for Nonprofit Management online
atv. .allianceonline.org and Grantmakers
« Effective Organizations online at
www.geofunders.org.
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There are two basic types of lobb,...y: direct
lobbying and grassroots lobbying. Direct lobby-
ing refers to activities that attempt to influence
specific legislation through communication with
legislators, government officials, and employees
involved in formulating the legislation.
Grassroots lobbying is defined as attempting to
influence specific legislation by affecting the
opinions of the general public.

NFPs that are tax-exempt under IRC 501(c)(3)
are allowed to lobby with certain monetary
restrictions, but are prohibited from political
activity such as participating in the campaigns of
candidates running for public office. This limita-
tion applies only to candidates for elective office,

however, and not to nominees for appointment
to public office.

During an election year, supporting or opposing
ballot initiatives or referenda is another form of
lobbying NFPs may wish to participate in. Al-
though influential activities typically focus on the
general public, this kind of advocacy is generally
considered direct lobbying because voters are con-
sidered “legislators™ voting on specific legislation.
Spending must comply with the appropriate IRS
lobbying limits, as well as any state campaign laws.

There are many influential actions NFPs can
take that are considered neither lobbying nor
political activity. Issue advocacy can draw attention
to key areas of concern for your NFP, without



In a web-savvy world, e-mail is an increasingly
valuable tool with the ability to reach thousands
of members and prospects at a very low cost. Is
your NFP keeping up with the times? Are you
website obsessed but e-mail negligent? E-mail
creates opportunities to send personal-
ized messages to targeted audiences and
gives them the chance to take immediate
action online. Use these ideas to get your
campaign started:

r

Here’s Looking at You. You build
your website to make yourself known,
but it can also allow you to become
acquainted with your target audience.
An e-mail sign-up option on the home
page is a great way to build a mailing
list. In addition, online surveys can
help you can gain valuable informa-
tion about your target audience and
can be used to customize future
communications.

A Little FYI. Many organizations
send out print newsletters, but not
e-mail newsletters, which can be a costly over-
sight. For example, let’s say you are trying to
raise money for current flood victims. The e-
mail can go out right away, including poignant
photographs and firsthand accounts. It ¢« ~ be
filled with links to your website, your or, i
surveys, and can give the reader the chanc ‘o

mentioning specific legislation or endu....g a
candidate. Addressing broad issues, such as the
environment or education, is one way an NFP can
help further its cause without lobbying.

Volunteers are also a great resource. Because
lobbying activities are calculated for tax purposes
by tallying expenditures, volunteers can help
minimize costs for the organization. As far as
members are concerned, communications from
an NFP to its members can express an opinion on
specific legislation without that counting as
lobbying; however, if the NFP calls for action,
that is considered direct lobbying.

How much lobbying is permissible? Again, it
depends on your organization and its purpose.

make an immediate online donation. E-mail
newsletters allow the reader to visit your NFP
long after your site’s bookmark is forgotten.

Who Gets What? While e-mail can deliver
your fundraising message to thousands, you will
still need to learn who is
responding to what.
Segmentation is the
process of tracking your
reader’s response to your
message. If a user clicks
on a link of specific
interest, consider sending
an - .omated follow-up
£ .ail on that subject.

‘here 2°  many software
W 'e vailable ‘o facili-
tate ispre ss.

Reme .oer, intriguing
subje " lines should
nre .ce e-mail communi-
. «tions. You want to
spark the reader’s inter-
3 ‘hile ¢ ~iding spam triggers, such as
“t. 2, “‘toda, 7 “immediate,” ““now,” etc. The
rece “a. spam law excludes NFPs, but some
*0, can still trigger a spam report. Your next
~am. ,n can be the most effective and success-
1 aver, with a creative, intelligent, and personal
message to your supporters.

501(c)(3) NFPs are permitted to lobby, provided
these activities are considered ““insubstantial.”
The simplest measure used by the IRS defines
“substantial’ as expenditures related to lobbying
that exceed 5% of an organization’s operating
budget. Organizations looking for a little more
leeway can elect to use the 501(h) expenditure
test, which uses a sliding scale to determine
allowable amounts, sets an overall limit of
$1,000,000, and restricts grassroots lobbying.

This is just a brief overview of some of the
complex issues NFPs need to address when
considering lobbying or political activity. Call us
for specific guidance. We can help you play by the
rules and further your cause.
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Stealing the personal information of an in-
dividual to commit fraud under his or her
name is a growing crime, but did you know
that if your NFP is the source of the identity
theft, then it could be held liable? To safeguard
the information of your staff and your donors,
make a list of the information you possess.
Detailing what, why, and when information is
collected, as well as your steps for privacy
protection can be extremely important if a
security breach occurs. Here are some addi-
tional safety measures:

Restrict access to records containing per-
sonal data. These files should be protected
by a password that changes at least every
six months.

Collect only essential information. The more
unnecessary data you possess, the greater
your responsibility and liability. When data
is no longer needed, promptly delete elec-
tronic files and shred paper records.

Be vocal about
your privacy
policy and
make sure that
all staff mem-
bers are aware
of privacy
procedures, as
well as the
consequences
for breaching them.

Staff, members, and donors ar~ .ne lifeblood
of an NFP, so you must take e .y step nossible
to protect their identities. If y. susps « that
your organization has sustained. = cach of
privacy, report it immadiately. The . ders
Trade Commission ot. = further secu. | tips,
as well as report’*  =~roc. “ures at
www.consum”  gov/i. eft.

This publication is intended to provire accurate ¢ ' a. >ritative  "ormation on the subject matter covered. It is
distributed with the understanding “a publist.  anu  fributor are not rendering legal, accounting, or other
professional advice and assume no I, ., "atsoe. incu  ction with its use. © 2004



