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Abstract 
Investment management is a critical component of non-profit financial sustainability. This 
Teaching Paper presents a structured approach to creating an Investment Policy Statement 
(IPS), outlining investment goals, risk tolerance, asset allocation, and governance 
responsibilities. The IPS serves as a formal guide for boards and investment committees, 
ensuring that investment strategies align with organizational mission, liquidity needs, and 
ethical considerations. The paper provides practical guidance for drafting each section of the 
IPS, highlights common pitfalls, and offers tips for ongoing monitoring and compliance. A 
case study demonstrates how a non-profit successfully implemented an IPS to manage its 
endowment and reserves, balancing risk and return while maintaining transparency. 
Reflection questions and actionable recommendations support learning and practical 
adoption. This resource is intended for non-profit finance officers, board members, and 
investment committees seeking a structured and accountable approach to managing 
organizational investments. 
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Executive Summary 
Non-profits with investment portfolios, including endowments and reserve funds, require a 
formal Investment Policy Statement (IPS) to guide decision-making, manage risk, and 
ensure alignment with organizational goals. This Teaching Paper provides a practical IPS 
template, including sections on Investment Goals, Risk Tolerance, Asset Allocation, and 
Governance Structure. The paper explains how to define clear objectives, assess risk 
capacity, diversify portfolios, and assign responsibilities to investment committee members. 
A case study illustrates successful IPS implementation, highlighting benefits such as 
improved portfolio performance, compliance, and donor confidence. Reflection questions 
and tips support both academic study and practical application. The IPS framework helps 
non-profits make disciplined, transparent, and mission-aligned investment decisions. 

Purpose and Learning Objectives 
After engaging with this Teaching Paper, readers will be able to: 

1. Understand the purpose and components of an Investment Policy Statement (IPS). 
2. Define organizational investment goals consistent with mission and liquidity needs. 
3. Assess risk tolerance and establish guidelines for portfolio risk management. 
4. Develop an asset allocation strategy aligned with long-term objectives. 
5. Establish governance structures and assign responsibilities to investment committees. 
6. Monitor and review investment performance while ensuring accountability and 

transparency. 

Background and Context 
Investment management in non-profits requires balancing risk, return, and liquidity while 
aligning with the organization’s mission and ethical standards. According to Bryson (2018), 
formal governance mechanisms such as an IPS ensure consistency in decision-making and 
transparency to stakeholders. Drucker (1990) emphasizes disciplined financial management 
to safeguard organizational resources, while Patton (2008) highlights the importance of 
monitoring and evaluation for assessing portfolio performance. A well-structured IPS 
formalizes investment objectives, risk parameters, and governance responsibilities, 
providing a clear framework for boards and finance committees to make informed decisions 
and maintain accountability. 

Practical Guide 
1. Investment Goals 
• Purpose: Define the purpose and expected outcomes of the investment portfolio. 
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• Components: Long-term growth, income generation, liquidity needs, ethical 
considerations. 

• Practical Tip: Align goals with organizational mission, programmatic timelines, and 
donor expectations. 

2. Risk Tolerance 
• Purpose: Determine the organization’s capacity and willingness to accept investment 

risk. 
• Components: Risk appetite, acceptable volatility, loss thresholds, liquidity 

requirements. 
• Practical Tip: Assess both short-term cash needs and long-term investment 

objectives; involve board members in risk discussions. 
3. Asset Allocation 
• Purpose: Guide diversification across asset classes to balance risk and return. 
• Components: Equities, fixed income, cash, alternative investments; target allocation 

ranges. 
• Practical Tip: Review allocation periodically and rebalance to maintain alignment 

with objectives and market conditions. 
4. Governance Structure 
• Purpose: Define roles and responsibilities for oversight and decision-making. 
• Components: Investment committee composition, reporting requirements, approval 

processes, monitoring procedures. 
• Practical Tip: Ensure segregation of duties, regular reporting to the board, and 

periodic performance reviews by independent advisors. 

Case Study 
Community Health NGO – Thailand 
A non-profit with an endowment fund developed an IPS to guide investment decisions. The 
IPS defined long-term growth and reserve preservation as primary goals. Risk tolerance was 
assessed based on projected operational needs, leading to a moderate allocation across 
equities, fixed income, and cash reserves. An investment committee was established, with 
clear responsibilities for oversight, reporting, and rebalancing. Quarterly reviews ensured 
alignment with objectives and market conditions. The structured IPS improved investment 
discipline, enhanced transparency with donors, and supported sustainable program funding. 
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Common Challenges and Tips 
• Challenge: Misalignment between board expectations and investment committee 

actions. 
Tip: Conduct regular board training and review IPS periodically to ensure clarity and 
alignment. 

• Challenge: Inadequate monitoring of investment performance. 
Tip: Implement quarterly performance reviews with benchmarking against targets. 

• Challenge: Overly complex or rigid asset allocation. 
Tip: Maintain flexibility for market changes while adhering to risk parameters. 

Reflection Questions 
1. What are the primary goals of your organization’s investment portfolio? 
2. How would you assess and document risk tolerance for your non-profit? 
3. What asset allocation strategies are suitable given your liquidity needs and long-term 

objectives? 
4. How will governance responsibilities be assigned and monitored within the IPS 

framework? 
5. What mechanisms will ensure ongoing review, compliance, and transparency in 

investment management? 

Limitations and Considerations 
• IPS must be tailored to the organization’s size, mission, and investment capacity. 
• Market fluctuations and economic conditions require periodic review and adjustment 

of policies. 
• Board and committee engagement is essential for successful implementation and 

oversight. 

Academic Value 
This Teaching Paper provides a practical framework for translating investment management 
theory into actionable non-profit practice. It bridges academic principles of financial 
governance with real-world decision-making, supporting research on resource sustainability, 
portfolio management, and accountability in the non-profit sector. 

Conclusion and Next Steps 
Developing an Investment Policy Statement ensures disciplined, transparent, and mission-
aligned investment management. Non-profits should define clear goals, assess risk 
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tolerance, establish asset allocation strategies, and implement governance structures. Future 
steps include regular performance monitoring, portfolio rebalancing, and periodic IPS 
reviews to maintain alignment with organizational objectives and stakeholder expectations. 
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