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Abstract Nonprofit organization, for-profit organization and public organization are
three types of organizations. Each of them has its own operational mechanism.
Private educational institutions are mostly nonprofit organization in nature. No owner
and non-distribution constraints are two striking characteristics of nonprofit
organizations. In nonprofit sector, external and internal governances are based on trust
between society and organizations, between managers and employees respectively.
With the trust-ship, nonprofit organizations can mobilize resources from external
environment, and employees can conduct complex and professional work. According
to international experience of private education, China needs to differentiate nonprofit
educational institutions from for-profit educational institutions, provides incentive to
nonprofit organization, and designs effective governance system.
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