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Abstract

The purpose of the current paper is to investigate the performance of non-profit organizations under
vertical constraint. We examine the problem of information transmission when a profit-maximizing
producer restricts non-profit organizations’ production under vertical constraint, and organizations
can choose the investment level under uncertainty. Here non-profit organization’s production is defined as
"damage removal activities" undertaken for the security of drinking water, the reforestation of desertified
land, and the removal of land mines, etc. It is shown that if the degrees of production effectiveness of
organizations are high enough, information transmission is not beneficial to the non-profit organizations,
and hence information sharing may not be formed between the producer and organizations toward damage
removal efforts. The prospective level of damage removal will be improved by information sharing when
the scheme of information sharing targets the vertical group that are operating below a critical level of
production effectiveness.

The possible implication of this result is regarding the positive and the negative effects on the
non-profit organization. When the uncertainty of production becomes greater, a motivation generates to
monopolize the information. On the other hand, the non-profit organization’s behavior will become more
random, reducing the expected output. This negative effect can be reduced by passing on the information to
the producer. This can be considered as a risk-sharing by providing information. Given the positive and the
negative effects, the non-profit organization is faced with a decision to either monopolize or share
information. When some conditions are fulfilled, non-profit organizations would voluntarily transmit the
information to the producer, and the producer would benefit from the non-profit organization toward
damage removal efforts. The model in this paper may not be generalized, but it does present an interesting
perspective.
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