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Abstract

This paper seeks to answer the question of which international development projects must be outsourced from the public bureaucracies when the contractor is a non-profit organization. The make-or-buy decisions made by Spanish public bureaucracies for the delivery of development aid projects during three years are analysed. The results show that specialization of the public agency and the complexity and risk of the project matters. In addition, the nonprofits with more reputation will ‘benefit’ of the more uncertain and complex projects.
Introduction

There is a growing interest in public sector outsourcing, however little is done when the contractor is a non-profit organization. International aid delivery is one of the services for which governments are using a make-or-buy strategy, conducting the project, both ways, inside the structure of public agencies or contracting with nonprofits from their own country. Thus, this paper extends the public outsourcing literature, by providing another setting in which to study outsourcing, and by expanding the institutional context to include nonprofits.
Public outsourcing has been studied from public-choice theory, and it is predicted that bureaucrats will be seeking to maximize their self-interest through the choice “in-house vs. outsourcing” trying to maximize the payoff they receive from public actions (Wise, 2004). The bureaucrat has been appointee by a politician, and his decision will be one with a positive political output for the last. From this perspective, the decisions that involve a high level of uncertainty about the outcomes, and/or for which is difficult to guarantee a minimum level of efficiency will not be taken or be taken at stake of an outside organization.
However, public-choice theory is not the only theoretical explanation for the public outsourcing decision. From a contract theory perspective, the economic consequences of a make-or-buy decision must be considered. From a production cost perspective, economies of scale derived from the specialization of the bureaucracies will be important to consider. In firms, the possibility of cost reductions from economies of scale based on human knowledge will make the hierarchy, the best governance structure for human-intensive transactions (Poppo and Zenger, 1998; Garicano, 2000; Garicano and Hubbard, 2004). 
From a transaction cost perspective, complexity has been used to justify the internalisation of procurement transactions. Tadelis (2002) and Bajari and Tadelis (2001) developed a model in which complex product are more likely to be procured internally. The explanation relies on the transaction costs due to ex-post changes and adaptation when the contracts are incomplete. They consider that the level of a transaction’s complexity, which is associated with contractual incompleteness, will be the shifting parameter that determines both incentive schemes and integration decisions. 

Other than complexity, it has been claimed that when a government decides to outsource the provision of a service, it must determine ex ante how risk should be allocated between parties to the contract. The design of the contract implies the determination of how risk is allocated between parties to the contract (the donor –principal- and the agent –the non-profit organization-). The donor will want to allocate the risk in the most efficient manner, whilst providing appropriate incentives for performance (which is typically either cost-reduction or quality improvement). If the agent is being asked to bear the risk, they will incorporate a risk premium into the contract. However, if the risk is extreme, there may not be a risk premium enough to cover this kind of risk. As Jensen and Stonecash (2004:20) state there may be limits to outsourcing of government services –some activities may need to remain in the hands of the state to ensure appropriate accountability and enforceability.
However, in any of the previous work, the public or private outsourcing has been analysed with a non-profit organization as the agent of the relationship. In this paper, we explain the economic factors that affect the ‘make-or-buy’ decision of delivering international aid in a public agency (local, state or federal agency) to non-profit organizations. The bureaucrat who decides in the public agency is a political appointee and the contract with the non-profit organization is made after competition among nonprofits in a public bid process. For that, we consider the characteristics of the international aid projects, the characteristics of the donor agency (principal) and the characteristics of the non-profit organization (agent). With the perspective being a public outsourcing decision, those elements allow to an interpretation of the production and transaction cost related to each international aid project, and to an evaluation of the suitability of one of both governance structures: in-house vs. non-profit.
When the international aid is outsourced, we have a general situation in which there is a donor country (principal), a non-profit (agent) and a recipient country. The only way to outsource is by a fixed-price contract (with a public auction/competitive bid) where the non-profit has to contribute with a percentage of the project with no possibility of renegotiation. However, the non-profit organization knows that his output will be observed by the public agency the next year in the bidding. We consider that both parties have the same knowledge about the complexity and uncertainty related to the deliver of the international aid ex-ante. 
First, we analyse the decision to outsource assuming that there is low (information) monitoring costs, and the adverse selection problem is irrelevant. We can think that way, for any ‘make-or-buy’ decision there is always the possibility to find a non-profit organization with high reputation. Here, we look first, at the impact of the characteristics of the project, in particular, the complexity and the uncertainty (risk), to the outsourcing decision. Then, we add both, the characteristics of the donor agency (principal) and the characteristics of the project to evaluate the outsourcing decision. 

Second, we analyse the public outsourcing considering that is very costly for the principal to monitor the non-profit organization and the adverse selection problems could appear. In this situation, we measure the effect of the characteristics of the project (complexity and uncertainty) and the characteristics of the non-profit organization (agent) on the decision to outsource.

1. The Characteristics of the International Aid Procurement and Public Outsourcing
The characterization of the international aid projects can be done basically at two levels: complexity and uncertainty. The first is related to the type and size of the activities involved with the aid, and the second is related to the risk that the donor bears due to the political and economic constraints of the developing country in which the project in going to be developed. A public agency (at the local, state or federal level) faces the decision of how to deliver the international aid taking into account those features of the international aid projects. 

According to public-choice theory, bureaucrats seek to maximize their self-interest through actions that increase the size of the public bureaucracy or expand its budget (Breton, 1974; Buchanan and Tullock 1962, 1977; Downs, 1967; Lane, 1995; Niskanen, 1971, 1991). The search of efficiency in the deliver of the allocated aid is the criteria that drive the selection of the governance structure taken into account that the bureaucrat is a political appointee who wants to get the best value for the use of this money. We claim that he is going to evaluate the technical characteristics of the project taking into account the political influences (Hefetz and Warner, 2004). Moreover, the assumption that bureaucrats act on the basis of the potential gains and losses of different public policies and programs in terms of their own self-interests leads to the expectation that public employees will try to maximize the payoff they receive from public actions. This payoff may be in the form of more benefits or less difficult work.
In this vein, those international development projects that involve more risk of failure will be less interesting for the bureaucrat because the benefits from those actions will be highly uncertain. Thus, the more complex and risky projects will imply less potential benefits from the international development projects. The internal development of a project will make a public agency to contract people and for-profit contractors. The more complex a project will be, the more diluted will be the responsibility for the final outcome of the international aid project among the different firms that have been involved in the project in case of failure. It will be costly to know who was responsible and to enforce the contracts. By outsourcing this project to a non-profit organization, the public agency uses a fixed-price contract with a competitive bid (high-powered incentives). It is very difficult to determine ex-ante all the possible contingencies of a complex project, however, ex-post the non-profit is the only and last responsible for the outcome. For the public agency, it will be less costly to enforce the contract with a non-profit organization that with multiple contractors (in the last instance, the public agency can make the non-profit to return the money of the project). Thus, we can hypothesize:
H1. More complex international development projects are more likely to an ‘outsourcing’ deliver.
If we take into account the uncertainty related to the outcome of the project, the international aid is delivered in some countries where is more uncertain the result of the project. As we mentioned, the internal deliver of a project involves the contracting of people and for-profit contractors. If the level of uncertainty related to the recipient country is very high, it will be necessary ex-post changes. The costs of the deliver of the project will increase (to renegotiate the terms of the contracts) and the bureaucrat will be damaged first, by his selection of the country and projectt, and second by the bad result of the delivery of the international aid project. Even more, the international relationship between the donor and the recipient politicians can hardness the changes in the contract. Moreover, taking into account that all agencies make explicit the money that is allocated to the rest of the agencies, the failure on those could be very visible to the constituency by the means of non-profit organizations (Reinikka and Svensson, 2005; Dal Bo, 2006), and the bureaucrat will have low incentives to procure internally when the risk of failure is very high.

While the outsourcing of high uncertain projects implies that the non-profit organization will have to adapt the project to the new circumstances. That can be done by decreasing the quality of the project (Hart, Schleifer and Vishny, 1996). However, we assume that monitoring cost are costless (or there is always a non-profit organization with high reputation) and the result of the project will be used by the public agency to evaluate the capabilities of the non-profit in the next competitive bid. Then, for the non-profit there is not incentive to decrease the quality of the project even in the event of high risk of failure due to the political or economic uncertainty. All those arguments make it possible to state the following hypothesis:

H2. More risky international development projects are more likely to an ‘outsourcing’ deliver.
2. Public Outsourcing of International Aid in Specialized Bureaucracies
We can consider, as Williamson (1999, p.322) does, that human assets in many public bureaucracies involve considerable specificity (non-transferable training and social conditioning). In some bureaucracies is necessary to have a deep knowledge of the protocols and procedures for the conduct of activities, often with little value in best alternative employment. Because when a public agency when decides to allocate money to international aid has already pre-existing resources, maybe of nonredeployable kind that could be suited for the delivery of the project, then the alignment calculus will be titled in favour of the form that possesses such specialized, underutilized capacity (Williamson, 1999).
The prediction of the selection of the governance structure in the case of a public agency with specialized resources will be that the larger internal scale increases the probability of efficient internal production and thereby encourages vertical integration (Poppo and Zenger, 1998). Scale-related production efficiency may also be influenced by the magnitude of the skills/knowledge set required to perform a project efficiently. Garicano and Hubbard (2004, p.2) refer to this investment in knowledge resources as horizontal specialization. They argue that given economies of scale in the utilization of knowledge, individuals prefer to acquire a narrow base of knowledge and utilize it as intensively as possible, dealing only with problems of a particular type. Moreover, the individuals can choose not only a field or fields in which they acquire knowledge, but also choose the depth of their knowledge within fields. For individuals to find it worthwhile to learn solutions to difficult problems, they must be shielded from the easier ones; otherwise their utilization of expert knowledge is too low to support its acquisition. Hierarchies enable individuals to increase the utilization of expert knowledge by shielding experts from simple problems and allowing them to specialize in problems they have a comparative advantage in addressing. As the size of the economy increases, aggregate uncertainty about the allocation of demand across fields declines, individuals become “narrower but deeper”, and the benefit of leveraging their expertise increases.
In some public agencies, employees have knowledge in a particular field and they have invested in solving a particular type of problems. We can claim that the expertise of employees can be used not just in their own country but in other countries to solve the same type of problems. The use of a deep knowledge to solve new problems can lead to economies of scale and thus, effectiveness in the use of this investment in knowledge. Thus, we hypothesize that:
H3. The specialization of a bureaucracy will lead to an ‘in-house’ deliver of international development projects.

If the benefits related to the employees’ specialization balance the increase of costs due to the risk related to the political and economic characteristics of the country, then, we can consider another explanation for outsourcing and thus, a contrafactual to the public-choice theory in the case of specialized bureaucracies. The reduction of costs by economies of scale in specialized public agencies make the bureaucrat better off for taking a high risk of failure in a ‘in-house’ decision for international aid delivery and able to relegate the political outputs of his decision.
The economic consequences of complexity will be taken into account by public bureaucrat. As Tadelis (2002) and Bajari and Tadelis (2001) develop in their model, the more complex product are more likely to be procured internally. The explanation relies on the transaction costs due to ex-post changes and adaptation when contract are incomplete. They consider that the level of a transaction’s complexity, which is associated with contractual incompleteness, will be the shifting parameter that determines both incentive schemes and integration decisions. Thus, we hypothesize that:

H4. In specialized bureaucracies, more complex international development projects are more likely to an ‘in-house’ deliver.
Frequently, it has been claimed that when a government decides to outsource the provision of a service, it must determine ex ante how risk should be allocated between parties to the contract. The design of the contract implies the determination of how risk is allocated between parties to the contract (the donor –principal- and the agent –the non-profit organization-). The donor will want to allocate the risk in the most efficient manner, whilst providing appropriate incentives for performance (which is typically either cost-reduction or quality improvement).

If the agent is being asked to bear the risk, they will incorporate a risk premium into the contract. However, if the risk is extreme as in the case of highly political and economic unstable countries, there may not be a risk premium enough to cover this kind of risk. As Jensen and Stonecash (2004:20) state there may be limits to outsourcing of government services –some activities may need to remain in the hands of the state to ensure appropriate accountability and enforceability.

H5. In specialized bureaucracies, more risky international development projects are more likely to an ‘in-house’ deliver.
3. Public Outsourcing of International Aid to Non-profit Organizations

The public outsourcing literature focuses on government outsourcing to private for-profit firms (Jarrell and Skibniewski, 1988; Hart, Shleifer and Vishny, 1997; Bajari and Tadelis, 2001; Jensen and Stonecash, 2004; Hefetz and Warner, 2004; Levin and Tadelis, 2004). In our case, the Spanish government, like other development aid agencies, outsource to non-profit NGOs. Thus, while Williamson (1999) argues foreign affairs would not be outsourced to firms whose profit-motive would create a conflict, some foreign affairs activities are indeed outsourced—to nonprofits, where the conflict is mitigated. We are relaxing the previous assumption that the reputation of the potential non-profit organizations was very high, and now we consider that the problems of adverse selection can occur.
In contracts for the provision of complex services, where the outcome quality and therefore measurement is harder to determine, contracting with non-profit has been common (O’Regan and Oster, 2001). Because nonprofits are subject to the non distribution constraint, typically attract more ideological staff, and are believed to have compatible objectives and governments believe that they can rely on nonprofits to supply services that are not so easily measured (Hansmann, 1980; Salamon, 1995). However, not all non-profit can be considered having the same level of reputation, governance, knowledge or care to make them better qualified to deliver aid than the donor. The public agency by the means of competitive bidding has the possibility to choose among those non-profit organizations that have more intrinsic incentives that are aligned with the high-powered incentives of fixed-price contracts. This mechanism allows the public agency to avoid ex-ante de adverse selection problems and ex-post the moral hazard as well. That means, the higher reputation of a non-profit organization will compensate the higher cost of monitoring a project. Thus, we hypothesize:
H6. More complex international development projects are more likely to be delivered by the NGO with higher levels of reputation.
H7. More risky international development projects are more likely to be delivered by the NGO with higher levels of reputation.
4. The Spanish Process of ODA Allocation and Deliver

Each year, each agency establishes its budget for official development aid (ODA) and communicates this information to the department for planning and evaluation of the development policies. At the same time, each year the government states the country and sector priorities. All is reflected in the annual plans.

All agencies (at the state level and cities or counties level for decentralized aid) are involved in the development aid politics and coordinate through the inter-ministries commission for cooperation development, council for cooperation development and the inter-territories commission for cooperation development (Figure 1).
_________________

Here Figure 1

_________________

Then, each agency makes the allocation of the budget for different projects in different countries. This allocation implies, at the same time, to make the decision about to deliver the project with their resources (in-house) or to give the money to a Spanish non government organization –NGO- (outsourcing). Each agency has autonomy in the allocation process, and they decide whether to outsource the project. The agencies use a fixed-cost contract once a non-profit organization has win in the auction process and its project will be funded. As we see in the Figure 2, there is a different pattern for each ministry and agency in the way the make this choice.

_________________

Here Figure 2

_________________

Within the public agencies, there are some ones with knowledge-specialized activities (ministry of foreign affaires, housing, culture, education and science, work and social affairs, science and technology, agriculture and fishing, health and consumption, environment, home affaires) while others, as local agencies (cities, counties or states) have a broad set of non specialized activities (for instance, the agency for international cooperation –AECI-).

5. Data, variables and methodology
Data

We will use the public funds devoted to international development aid from 2001 to 2003. This period is one of stability for the government of the PP (Popular Party) political party. Then, we are observing the foreign affaires’ politics of a single government during a five-year period. In particular, we are going to use a specific kind of international aid, that is, the non reimbursable bilateral aid. Those funds are provided by the different agencies (that means from the local, state and federal levels). 
All data are public and proceed from the agency for international cooperation (AECI) and the ministry of foreign affairs (MAE) data bases and public documents. In this data base, we have microanalytic data, meaning that we have data on each particular international aid project that any local, state and federal agencies have deliver each year. For each project we have a brief description, the CAD codes, the size (amount of euros), the name of the agency that allocate the money, which is the delivery system (‘in-house’ or a Spanish NGO), the name of the NGO, the country in which is deliver and the year.
Variables

The outsourcing decision will be a dummy variable (as Bajari, McMillan and Tadelis, 2001). 0 is the value for ‘in-house’ projects and 1 the value for outsourced projects.

The complexity of a project is going to be measured by the size of the project in euros. The risk of the project is going to me measured by the political stability (corruption index) –Transparency International Corruption Perceptions Index from the Transparency International Organization- and the economic stability (gdp per capita) –data from the Word Bank-.

The reputation of the NGO will be measured by the three different indexes used by Fundacion Lealtad, AECI and CONGDE.

We control for the number of NGO in a country and in a year (mean value of the two previous years), and dummies for the year when the project is granted by the government and for the type of activity involved in the project (CAD codes).
The descriptive of the variables are in the appendix.
Methodology
We are going to evaluate the two following empirical models. The first is estimated with a binary logistic regression and the second with a WLS regression corrected with the Heckman estimation (lambda) due to sample bias problems.

OUTi = α +β1·complexityi + β 2·riski + β 3·specializationi + β 4·mean ngo + β 5 ·yeari + β 6 ·typei + (it 
[1]

REPUTi = α + β 1·complexityi + β 2·riski + β 3·mean ngo + β 4 ·yeari + β 5 ·typei + (it 

[2]

5. Results
We analyze the outsourcing decision of the public agencies based on the complexity of the project and the complexity of the country. Then, we take into account the specialization of the public agency, and finally we also control for the marginal effects.

Our first model [1] includes as independent variables, complexity (size), uncertainty (gdp per capita and corruption index) and specialization (dummy variable: 0: non specialized, 1: specialized). The complexity of the project is positively related to the dependent variable. The bureaucrats do not want to deal with complex projects. The same result comes from the variables of uncertainty (gdp per capita and corruption index). The negative coefficient means that the more uncertain projects are more likely to be delivered by NGO. The control variable number of NGO on average in a country a year is significant, with the interpretation that the more competitors are delivering aid in a country the previous years; the more likely will be that the project will be delivered by a NGO. The specialization of the public agency is negatively related to the outsourcing decision, meaning that the specialized agencies are not likely to use NGO for their international aid projects.
When we evaluate the marginal effects of complexity and uncertainty for the specialized agencies, we observe that the direction of the effects is just the opposite as we have seen before. The size of the projects of the public specialized agencies are negatively related to the outsourcing decision, meaning that those agencies deliver their own projects when those are largely complex. Other, as the uncertainty of the projects increases due to the political and economic instability, the specialized public agency is more likely to deliver inside this project.
In our second model [2], we analyze the selection process of the NGO that are going to deliver the international aid. The reputation will be the selection mechanism used by the public agency based on the project to be outsourced (project and country features). We have used the equation OUTi =  +1·specializationi + 2·ln_sizei + 3·corruptioni + 4·ln_gdp per capitai + 5 yeari + 6 sectori + (it, for the estimation of the lambda and the wgt. The dependent variable is the reputation of the NGO measured using three variables to valuate the robustness of our analysis. The variables that measure the complexity and risk are significant in the model. The interpretation is that the more complex and uncertain are the international aid projects, more likely will be that the NGO that delivers has a high reputation. Then, the public agencies choose the NGO with high reputation for the more complex and risky projects. The variable number of NGO on average in a country a year is significant, meaning that when more NGO are competing for a project, the public agency chooses the one with higher reputation. The rest of the control variables are significant. Lambda is significant too, meaning that sample bias problems could be present.
Conclusion
Taking into account that we are observing donor governments delivering projects to the recipient countries, NGO will participate in the deliver of the more risky and complex projects. Moreover, NGO with higher levels of reputation will be the ones that will deliver the most difficult projects. This is related to the bigger participation of NGO in areas of high uncertainty. That could be interpreted that the NGO with more reputation will have a high impact on the foreign affaires policies by the means of their participation in the international aid deliver in complex and uncertain countries.

Another important consideration is that specialized agencies can be efficient in the project when those involve a high level of specialized knowledge. Thus, specialized agencies should select their projects by the means of their knowledge and the possibilities to get scale economies independent on the risk of the recipient country or the complexity of the project.
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Figure 1. The different levels of the international aid politics.

Figure 2. In-house versus NGO allocation
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Figure 3. Specialized versus non specialized donors
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Table 1. Outsourcing, bureaucracy specialization, project and country features (I)

Binary logistic regression.  Estimated coefficients of equation. *** mean 99% confidence level, ** mean 95% and * means 90%. The dependent variable is always NGO. Both the –2LL value Hosmer and Lemeshow Nagelkerke R2.
	Dependent variable

In-house = 0 / NGO = 1
	Specializ. and controls
	Specializ. * SIZE PROJECT
	Specializ. * CORRUPTION
	Specializ. * GDP per capita
	Specializ. * SIZE PROJECT * CORRUPTION * GDP per capita

	SPECIALIZED

LN_SIZE PROYECT

CORRUPTION

LN_GDP PER CAPITA

NUMBER OF NGO (MEAN)

YEAR 2001(1)

YEAR 2002(1)

SECTOR1(1)

SECTOR2(1)

SECTOR3(1)

SECTOR4(1)

SECTOR5(1)

SECTOR6(1)

SECTOR7(1)

SECTOR8(1)

SECTOR9(1)

SECT10(1)

SECT11(1)

SECT12(1)

SECT15(1)

SECT16(1)

SECT17(1)

SECT18(1)

SECT19(1)

SECT20(1)
LN_SIZE by SPECIALIZ.
CORRUPT by SPECIALIZ.
LN_GDP by SPECIALIZ.
LN_SIZE by LN_GDP by CORRUPT by SPECIALIZ.

Constant
	-5,586***

,240***
-,096**
-,443***
,020**
-,316***
-,586***
,178

,091

-,267

-,065

,013

,438

-,582

1,354*
,434

-,263

,898*
,119

,268

-,202

-,689**
,329

-,050

,369
,603
	-2,934***

,281***

-,096**
-,440***
,020***
-,331**
-,589***
,184

,097

-,263

-,057

,025

,430

-,582

1,357*
,429

-,282

,909*
,128

,279

-,236

-,685**
,334

-,042

,380
-,246***

1,487
	-6,878***

,240***
-,139**

-,448***
,020***
-,328**
-,592***
,175

,040

-,094

-,018

,001

,077

-,085

,166*
,046

-,028

,080*
,009

,018

-,013

-,041**
,017

-,003

,019
,404***
2,852***
	-8,123***

,239***
-,100**
-,475***

,020***
-,319**
-,589***
,181

,094

-,264

-,064

,020

,438

-,579

1,351

,435

-,238

,897

,112

,306

-,196

-,696

,328

-,042

,374
,347*

-,367
	-4,814

,280***

-,137**

-,449***

,020***
-,342**
-,595***
,180

,086

-,278

-,065

,016

,451

-,595

1,326*
,406

-,287

,892*
,117

,273

-,230

-,701**
,319

-,051

,382

-,219
,407

,060

-,001

,685

	–2LL value Hosmer and Lemeshow

Nagelkerke R2 

No. observations

In-house

NGO
	,766

20,329 (,009)

8812

3642

5170
	,767

12,838 (,118)
8812
3642

5170
	,767

8,075 (,426)

8812
3642

5170
	,766

13,072 (,109)
8812
3642

5170
	,767

4,659 (,793)

8812
3642

5170


Table 2. NGO reputation, project and country features

WLS regression. Estimated coefficients of equation. *** mean 99% confidence level, ** mean 95% and * means 90%. The dependent variable is REPUT. Both the R2 and R2 adjusted are included.
	Dependent variable

REPUTAT
	REPUT1

(the 3 measures)
	REPUT2

(AECI)
	REPUT3

(Fundacion Lealtad)
	REPUT(CONGDE)

	CORRUPTION

LN_GDP PER CAPITA

NUMBER OF NGO (MEAN)

LN_SIZE PROYECT

Y2001

Y2002

SECTOR1

SECTOR2

SECTOR3

SECTOR4

SECTOR5

SECTOR6

SECTOR7

SECTOR8

SECTOR9

SECT10

SECT11

SECT12

SECT15

SECT16

SECT17

SECT18

SECT19

SECT20

LAMBDA2

(Constant)
	-0,266672***

-0,155034***
0,00253**
0,086498

0,030225

0,005599

-0,099693

-0,032937

-0,111431

-0,050106

-0,057833

0,188518

-0,128946

-0,030196

-0,053726*
0,040367*
-0,055821

0,00581

0,021928

-0,024829

-0,007935

-0,010082

-0,000544

-0,003341

0,237256***
10,413749***
	-0,041388***

-0,022249**

21,504930
0,089096***

-0,012374

-0,011631

-0,001713

0,00954

-0,00611

0,001577

-0,001488

-0,014742

-0,024091

0,022634*
-0,000564

0,02128

0,005797

0,004196

0,012076

0,013449*
0,002479

-0,000454

0,002556

0,002183

0,098297***
-0,427979***
	-0,112361***

-0,093309***

0,002419**
-0,03033

-0,021416

0,013098

-0,063009

-0,031511

-0,039181

-0,015958

0,003129

0,086267

-0,049905

-0,037051

-0,035718*
0,028459

-0,034737*
-0,003185

0,011469

-0,027441*
-0,004169

-0,006722

-0,003487

0,000814

0,014881

9,655482***
	-0,05502***

-0,021545**
-0,000543**
0,046473***

0,018107

0,007515

0,016084

0,00999

-0,002722

-0,000149

-0,013239

0,020413

-0,01032

0,003319

-0,004449

0,018659

-0,000968

0,003228

0,006094

0,010428

0,001786

-0,000204

0,001403

0,002588

0,0652**
-0,012307

	Multiple R           

R Square             

F

Signif. F

No. observations
	,25573
,06540
3,29996   
,0000
1205
	,27054

,07319
11,32469       ,0000
3611
	,23363

,05458
2,72274     
,0000
1205
	,21590

,04661
7,01120      
,0000
3611


Table 3. Description of the results

	Effects
	More % NGO
	More % in-house

	Absolute
	Non specialized agencies

Large size of the projects

High recipient country corruption

Low GDP per capita recipient country
High number of NGO competing for projects
	Specialized agencies

Low size of the projects

Low recipient country corruption

High GDP per capita recipient country
Low number of NGO competing for projects

	Marginal

(for specialized agencies)
	Low size of the projects

Low recipient country corruption

High GDP per capita recipient country
	Large size of the projects

High recipient country corruption

Low GDP per capita recipient country


	Effects
	High NGO reputation

	Reputation 
	Large size of the projects

High recipient country corruption

Low GDP per capita recipient country
High number of NGO competing for projects


Appendix
Descriptive of the variables
	Variables
	N
	Media
	Desv. típ.
	Mínimo
	Máximo

	OUTSOURCING
	11390
	0,59
	0,49
	0,00
	1,00

	SIZE_PROJECT
	11390
	119847,61
	308305,47
	61,31
	19357221,00

	LN_SIZE PROJECT
	11390
	10,70
	1,54
	4,12
	16,78

	GDP_PER CAPITA
	10232
	2010,40
	1925,44
	82,16
	21855,55

	LN_GDP PER CAPITA
	10232
	7,22
	0,93
	4,41
	9,99

	NUMBER OF NGO (MEAN)
	11390
	27,20
	23,29
	0,00
	82,50

	SPECIALIZED
	11390
	0,34
	0,47
	0,00
	1,00

	CORRUPTION
	9083
	3,18
	1,02
	0,40
	7,60

	REPUT1
	1487
	9,49
	1,25
	6,00
	11,00

	REPUT2
	4643
	0,30
	0,46
	0,00
	1,00

	REPUT3
	4643
	0,18
	0,39
	0,00
	1,00

	REPUT4
	1487
	8,30
	0,71
	6,00
	9,00

	YEAR 2001
	11390
	0,28
	0,45
	0,00
	1,00

	YEAR 2002
	11390
	0,37
	0,48
	0,00
	1,00

	SECTOR1
	11310
	0,22
	0,41
	0,00
	1,00

	SECTOR2
	11310
	0,13
	0,33
	0,00
	1,00

	SECTOR3
	11310
	0,04
	0,19
	0,00
	1,00

	SECTOR4
	11310
	0,25
	0,43
	0,00
	1,00

	SECTOR5
	11310
	0,01
	0,07
	0,00
	1,00

	SECTOR6
	11310
	0,00
	0,06
	0,00
	1,00

	SECTOR7
	11310
	0,01
	0,10
	0,00
	1,00

	SECTOR8
	11310
	0,01
	0,08
	0,00
	1,00

	SECTOR9
	11310
	0,06
	0,24
	0,00
	1,00

	SECTOR10
	11310
	0,00
	0,05
	0,00
	1,00

	SECTOR11
	11310
	0,01
	0,12
	0,00
	1,00

	SECTOR12
	11310
	0,04
	0,20
	0,00
	1,00

	SECTOR15
	11310
	0,00
	0,07
	0,00
	1,00

	SECTOR16
	11310
	0,01
	0,08
	0,00
	1,00

	SECTOR17
	11310
	0,03
	0,18
	0,00
	1,00

	SECTOR18
	11310
	0,03
	0,17
	0,00
	1,00

	SECTOR19
	11310
	0,07
	0,25
	0,00
	1,00

	SECTOR20
	11310
	0,05
	0,22
	0,00
	1,00


Correlation Matrix
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La correlación es significativa al nivel 0,01 (bilateral).

**. 

La correlación es significante al nivel 0,05 (bilateral).

*. 

No se puede calcular porque al menos una variable es constante.
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President





Parliament





Commission for cooperation development (all political parties are represented)





Ministry of Foreign Affairs





Secretary of State for cooperation development





DG for planning and evaluation of the development policies





AECI





Functional adscription 





Formal hierarchy 





They approve the Master Plans and the Annual Plans 





Writing the Master Plans


 Writing the Annual Plans


They organize the meetings of the three consultant committees (they provide the information, the schedule…)





They announce the grant’s competition for NGO


 They valuate the NGO projects and make the selection


They sign all those documents (president and secretary)





Council for cooperation development





Inter-territories Commission for cooperation development





Inter-ministries Commission for cooperation development





Functional adscription 





Functional adscription 





Functional adscription 





Local and regional agencies participate with all Ministries


They make proposals for the money that each local and regional agencies give to cooperation development and the allocation





NGO, experts, Ministries  participate


They have the Annual Plans or Master Plans from the DG for planning and evaluation of development policies and the make a report on that and they send it to the Commission for cooperation development (parliament)





They inform the government about the Annual Plans and Master Plans


They establish criteria for coordination among Ministries
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