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Abstract

It is obvious that the non-profit
organizations (NPOs) should not focus on
profit-making business. However, based
on Harris investigation, the outside
funding source for NPOs has been
declining dramatically since 1984. In this
case, if NPOs cannot obtain other source
for funding, they won't be able to
accomplish their organizational goal.
Under this kind of scenario, we argue that
NPOs should earn profit through fund

management to support their own
organizations. Anyway, even though
NPOs make profit through fund

investments, they should still be regarded
as non-profit organizations.

In this project, we focus on the
measurement of fund performance of
NPOs. We measure the fund
performance based on the realized return
of fund investment and the proportion of
fund invested in risky assets. Hence, the



return and the risk are the criteria for fund
performance measurement. Moreover, it
is more important to explore the factors

that affect the fund performance of NPOs.

Theoretically, agency theory and labor
market mechanism are the causes for fund
performance of NPOs.

We find that the major factor for the
return of fund investment is the
employment of professional agents. A
foundation employing professional agents
for the management of fund experiences
higher investment return. Further, the
motives for investment influence the fund
performance also. If the foundation is
lack of capital, it pays more attention to
the fund investment and experiences higher
performance. Nevertheless, the fund
performance is not significantly related to
the labor market and the proportion of free
capital such as donation from the
government. Based on the agency theory,
without the labor market mechanism, the
employees tend to less risky investments
for the sake of job entrenchment. Finally,
we also show that the size but not the
source matters for fund performance.
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