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		Abstract

		This article will be part of a symposium issue on social welfare organizations exempt from income tax under section 501(c)(4) of the Internal Revenue Code.  The articles in the symposium issue will cover many aspects of section 501(c)(4).  This contribution gives an overview of the provision, including applicable law, legislative history, and, relying on some recent empirical work from the Urban Institute, a description of the many kinds of entities it includes.    

The article emphasizes that political activity is not key for most section 501(c)(4) organizations.  Thus, focusing only on section 501(c)(4) political activities, as much recent coverage of section 501(c)(4) has done, misrepresents and misunderstands the subsector.  The article argues that section 501(c)(4) often carries out a border control function by providing a home for entities that are almost but not quite eligible for exemption as charities under section 501(c)(3) or other provisions of section 501(c).  At other times, however, section 501(c)(4) does the opposite â€“ undermining rather than protecting the limits of other provisions of section 501(c).  As a result, section 501(c)(4) has witnessed many border skirmishes, including conflicts that produced statutory changes regarding veteransâ€™ organizations, homeownersâ€™ organizations, amateur sports and credit counseling.  The article suggests reforms of section 501(c)(4), including possible taxation of investment income, and predicts growth of the subsector in light of the 2017 tax legislation that increased the standard deduction and limited certain itemized deductions. 
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