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Members of effective nonprofit boards typically have a myriad of responsibilities. 

Recognizing that board directors and members can have different motivations for serving on 

nonprofit boards, it is almost always the case that the mission of the nonprofit for which the 

board member is serving resonates deeply. Often, board members are tapped to offer their 

expertise in their respective field, significant time dedicated to vison crafting and programming, 

and consistent and meaningful financial contributions. Historically, most nonprofits do not pay 

their board members for their service, with the exception of the executive director or president 

who may serve as a voting or nonvoting member on the nonprofit board. The National Council 

of Nonprofits has written some general best practices around nonprofit board compensation, but 

no specific and replicable policies for nonprofits to adopt (National Council of Nonprofits 2019). 

This lack of explicit direction bears the question: should nonprofit board members be 

compensated for their work? 

The National Council of Nonprofits (NCN) is a policy driven nonprofit industry leader 

with more than 25,000 organizational members in 38 states and Washington, D.C., committed to 

supporting positive public policy environments for nonprofits nationwide (National Council of 

Nonprofits 2019). The NCN has provided some resources to their partners and the greater United 

States nonprofit community for best practices concerning compensation of board members and 

directors. When attempting to solve this complex question, the NCN has citied the United States 

Internal Revenue Service (IRS) stating: “charities should generally not compensate persons for 

service on the board of directors except to reimburse direct expenses of such service. Charities 

may pay reasonable compensation for services provided by officers and staff. In determining 

reasonable compensation, a charity may wish to rely on the rebuttable presumption test of 

section 4958 of the Internal Revenue Code and Treasury Regulation section of 53.4958-6” 
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(United States Internal Revenue Code 2008). Clearly, the Internal Revenue Code suggests that it 

is not best practice for a nonprofit to compensate their board of directors. However, the United 

States IRS has taken the general best practices offered by NCN a step further in expressing that 

expenses due to a board members service can be reimbursed or paid for outright. This could be 

for a variety of nonprofit related business expenses. For example, lunch at a board meeting or 

perhaps even registration fees for a governance training session.  

Another position is offered by the Greater Washing Society of CPA’s Educational 

Foundation (GWSCPA). They, too, posit that it is most common to consider any work on a 

nonprofit board of directors volunteer service and that most board members or directors are not 

regularly compensated for their efforts (Flynn 2008). However, the GWSCPA notes that there is 

no explicit federal law that prohibits nonprofits from compensating their board members; the 

caveat being that some states have the opportunity to prohibit nonprofit board compensation. 

Like the NCN, the GWSCPA cites the United States IRS as a provider of good general guidance 

on acceptable nonprofit compensation.  

There are two glaringly obvious schools of thought to resolve the issue of nonprofit board 

member compensation once and for all. One idea would be to fully compensate board members 

in a similar method to the practice in which nonprofits and businesses compensate employees. 

More broadly, having at least one paid member on the board (Fritz 2018). The other idea would 

be to not compensate the members of a nonprofit board at all (Whitted 2018). However, thinking 

dichotomously around such complex nonprofit organizations and entities can be dangerous. 

Frankly, this line of reasoning does not serve nonprofit organizations well as the unique 

subtleties and nuances for each nonprofit are not considered. There is a good reason that the 
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NCN nor the United States IRS have not developed clear and overarching policies in regard to 

board member compensation: one size, likely, does not fit all.  

Considering that the choice to compensate nonprofit board members is not a viable set of 

options, one must consider options that honor the intricacies of nonprofits and the work that they 

accomplish. Two valid, relevant, and achievable options are presented here: 

Option One: Nonprofit policy leaders like NCN and GWSCPA can develop an explicit 

blanket statement either for or against board member compensation for boards to follow directly.  

Option Two: Nonprofit executives and senior leaders can analyze existing resource that 

serve to guide cadres like them to make the decision whether or not board compensation is right 

for their individual nonprofit.  

Option One explicitly requires nonprofit policy leaders like the NCN and the GWSCPA 

to make a decision on whether or not board members should be compensated. This line-in-the-

sand style option calls these policy informing and governing bodies to understand their place in 

the nonprofit diaspora. Further, this option emphasizes that nonprofits nationwide look to these 

governing bodies to support them in their decision making around governance.  

In the same vein, Option One has the potential to overemphasize the importance and 

significance of these policy informing entities. It could cause unnecessary stress on the policy 

makers themselves, who exist solely to support the development of stronger and more vibrant 

nonprofits, and the policies themselves which can become more confusing and more tedious for 

the nonprofits to replicate.  

Option Two extends more agency to the actual nonprofits. This option recognizes that the 

decisions made at a governance level are likely best informed by those engaged in the work 
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themselves, while acknowledging the importance of policy making and informing entities who 

exist as thought partners to guide nonprofits through creation and development. The freedom to 

chose best practices around board compensation, and compensation in general, for nonprofits can 

be critical to the nonprofit’s programmatic and operational success.  

An obstacle with Option Two is that usually the best time for a nonprofit to make the 

decision on whether or not their board members should be compensated is at their very inception. 

For nonprofits that have established themselves, and even nonprofits that have operated only for 

a short amount of time, it can be difficult to make organization-wide decisions that effect the 

very core of the nonprofit after initial incorporation.  

While all options are viable for consideration, I think nonprofits would be best informed 

by following what’s outlined in Option Two. This option is the most achievable route, and the 

path of lease resistance, for a wider variety of nonprofits to take when solving the problem of 

making decisions around board member compensation.  

People that are engaged in the boots-on-the-ground nonprofit work day-in and day-out 

are the most well informed because simply, it’s what they do. The comprehension of the 

particular nonprofit they are working for is understood over and over because these folks 

(executives, senior leaders, managers, etc.) engage in the work daily. That is why they are the 

best decision makers when it comes to the issue of compensating their board; they know their 

work better than anyone. It is not uncommon to see nonprofit board members, especially at 

nonprofits in their infancy, engage with this high degree of participation. 

This is not only an excellent option for nonprofits that are new or just about to 

incorporate, but also for well-established nonprofits. Consider a nonprofit that has existed and 
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operated in a community for a significant amount of time, thirty years as an example. This 

nonprofit not only weathered thirty years of obstacles, but they changed and adapted as time 

moved on in order to make their success possible. Nonprofits and their boards of directors 

always have the option to redevelop their strategy and adopt a new strategic vision plan. In fact, 

the best nonprofits routinely create and enact new strategic vision plans on a periodic basis.  

While it is true that people engaged in nonprofit work daily are the best to make board 

compensation decisions, it would be foolish to not incorporate the resources offered by nonprofit 

policy leaders like the NCN or the GWSCPA. These thought partners are critical to honing the 

focus of individual nonprofit decision makers and walking alongside them in their strategic 

development.  
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