
When a faculty member donates time to a college or university by, for example, 
teaching a summer course for no compensation, the federal income tax treatment of 
the donation can take one of two forms. One possibility is that the donation will 
have no tax consequences. The faculty member realizes no income from the 
donation and gets no charitable deduction. A second possibility is that the faculty 
member will be required to recognize taxable income equal to the value of the 
services provided and then may (subject to certain limits) be allowed a charitable 
contribution deduction. In many cases, the income and deduction do not fully 
offset, resulting in negative tax consequences for the faculty member. This second 
possibility occurs when the faculty member directs where the funds saved by the 
donation are used within the institution. Since faculty members normally would 
prefer to control the specific use of the saved funds, many donations would result 
in negative tax consequences sufficient to stifle the donation in the first place. This 
article argues that the tax law should be clarified and relaxed to allow faculty 
members (and other employees of charitable organizations) to donate time to their 
employer institutions on a tax-free basis in more situations than is currently the 
case. Alternatively, the article suggests ways for charities to encourage donations 
of time by employees, even in the absence of a favorable law change. 


