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Summary 

As a result of the economic and financial crisis, most European countries are again 

considering what measures to take to reform their public sectors in order to cut public 

spending and increase public sector efficiency, with the main goal of reducing the 

deficit and public debt. Cutting public expenditure and efficiency improvements are 

back on the agenda. However, from an empirical standpoint, the precise effect of 

public sector reform on different aspects such as efficiency improvements, government 

outlays, public service quality and social cohesion, is not yet clear, which generated a 

vigorous, ideologically charged debate as regards its benefits and drawbacks among 

scholars, policy-makers and international organizations.  

In this light, the overall aim of this doctoral research is to evaluate the reform 

of the public sector implemented by governments across the European Union (EU) 

during the last decades, with a particular focus on those policies associated to the New 

Public Management (NPM) doctrine. This research aims to contribute to our 

understanding of the impact of public sector reforms by integrating regional and 

national analyses and to the development of future public sector reform strategies by 

drawing lessons from the past. We focus, therefore, on reforms implemented at the 

national and regional government levels, and on those sectors whose reform has 

significant consequences for social cohesion, such as healthcare. 

This doctoral dissertation is structured as follows. Chapter 1 sets out both the 

object of study and the aims of the research. In chapter 2 we evaluate whether reforms 

associated with the NPM doctrine led to a reduction in public sector expenditure and 

employees. Chapter 3 reports the impact of implementing outsourcing policies on 

public sector size across 25 EU countries. This analysis builds on chapter 2 by 
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narrowing the research focus to government outsourcing effects — from a theoretical 

and empirical standpoint —  at the central government level. It also builds on the 

previous chapter by expanding the number of countries analysed, controlling for 

potential endogeneity problems between outsourcing implementation and public 

spending, and by controlling for expenditure dynamics. Chapters 4 and 5 move from 

the more aggregate approach used in previous chapters to a specific case; the 

marketization of public healthcare in Madrid. More specifically, in chapter 4 we 

analyse the impact on efficiency of implementing NPM-related policies in Madrid’s 

hospitals. Building on chapter 4, in chapter 5 we evaluate how implementing NPM-

related policies affected service quality in Madrid’s hospitals. Finally, chapter 6 

examines the COCOPS survey on public administration managers for Spain. The 

COCOPS Executive Survey on Public Sector Reform in Europe is an original survey 

of public sector senior executives in European countries, and currently the largest of 

its kind implemented in Europe. The Spanish COCOPS survey was conducted between 

June and November 2012 by the author and advisors of this dissertation. This doctoral 

dissertation concludes with a discussion of the theoretical and practical implications 

of our findings. 

Despite the limitations of this research, discussed within each chapter, our 

findings may help to increase our understanding of how selected NPM-based policies 

affected public sector performance, which, in turn, may help to better shape future 

public policies. First, our results suggest, overall, that NPM-related policies were not 

as beneficial as predicted by NPM advocates. Although there will be multiple 

occasions where market-based mechanisms, such as outsourcing and/or the use of 

Public-Private Partnerships, led to improve public sector performance, our findings 

clearly point that, within our research context, it did not happen. This is, we believe, 
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an interesting finding in itself, contributing to the ongoing discussions about whether 

economic policy can be applied as one single recipe or not. Second, our findings also 

suggest that policy-makers should think very carefully about the limits of contract 

specification and organizational characteristics when considering the involvement of 

the private sector in the provision of public services. Finally, our results are in line 

with a growing empirical evidence merged at the local, regional and national levels, 

suggesting that, though NPM had some unquestionable successful stories, it also may 

have significant undesired effects.  These included not only failures to achieve 

efficiency gains and/or service quality deterioration as our findings suggest, but also 

the potential undermining of the capacity to coordinate the public sector or the decline 

of social cohesion. In this light, our findings support, we believe, the increasing claim 

among the scholarly community to move beyond NPM practices and develop a new 

theory of public service delivery more focused on citizens as service users instead of 

citizens as service consumers. 
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Resumen

Como consecuencia de la crisis económica, una gran mayoría de países europeos están 

de nuevo considerando qué medidas adoptar para reformar el sector público, con el fin 

de reducir el gasto público y aumentar la eficiencia del sector público, para así reducir 

el déficit y la deuda pública. Recortar el gasto público y mejorar la eficiencia del sector 

público se ha vuelto a convertir en un tema prioritario de debate. Sin embargo, desde 

un punto de vista empírico, los efectos concretos de la reforma del sector público en 

diferentes aspectos como la citada mejora de la eficiencia, gasto público, la calidad del 

servicio público y la cohesión social, aún no está claros, lo que está generando un 

acalorado debate entre académicos, responsables políticos y organizaciones 

internacionales, sobre las consecuencias de reformar el sector público. 

En este sentido, el objetivo general de esta investigación doctoral es evaluar 

las reformas del sector público implementadas por gobiernos de países de la Unión 

Europea (UE) durante las últimas décadas, con una atención particular a aquellas 

políticas asociadas a la denominada Nueva Gestión Pública (NGP). La presente tesis 

doctoral tiene como objetivo contribuir a la comprensión del impacto de las reformas 

del sector público mediante la integración de análisis regionales y nacionales, con el 

objeto de contribuir al desarrollo de futuras estrategias de reforma mediante el análisis 

de reformas pasadas. Nos centramos, por tanto, en aquellas reformas implementadas a 

nivel de los gobiernos nacionales y regionales, y en aquellos sectores cuya reforma 

puede tener consecuencias fundamentales para la cohesión social, como es el caso de 

las reformas sanitarias. 
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Esta tesis doctoral se estructura de la siguiente manera. En el primer capítulo 

se exponen tanto el objeto de estudio como los objetivos de la investigación. En el 

segundo capítulo se evalúa si determinadas reformas asociadas a la doctrina NGP 

contribuyeron a una reducción tanto del gasto cómo del empleo público en países de 

la UE. En el tercer capítulo analizamos el impacto de la aplicación de políticas de 

externalización en el tamaño del sector público en 25 países de la UE. Este análisis 

está basado en el segundo capítulo, delimitando nuestro análisis,  desde un punto de 

vista teórico y empírico, a los efectos de la externalización a nivel de gobierno central. 

Así mismo, mejoramos el análisis presentado en el segundo capítulo ampliando el 

número de países analizados,  proponiendo soluciones para posibles problemas de 

endogeneidad, e incorporando posibles inercias temporales en el gasto público.  

En el cuarto y quinto capítulo pasamos de un enfoque agregado, como el 

empleado en los capítulos anteriores, al estudio de un caso específico de particular 

importancia; la mercantilización de la sanidad pública en Madrid. Concretamente, en 

el cuarto capítulo se analiza el impacto en la eficiencia técnica de la aplicación de 

políticas relacionadas con la NGP en los hospitales de Madrid. Basándose en el cuarto 

capítulo, en el quinto capítulo se evalúa cómo la implementación de políticas estilo 

NGP ha afectado la calidad del servicio en los citados hospitales.  

Por último, en el sexto capítulo se analizan de manera descriptiva los resultados 

de una encuesta dirigida a altos funcionarios de la administración pública española. La 

Encuesta Ejecutiva COCOPS sobre la reforma del sector público en Europa ha sido 

desarrollada por un equipo conjunto de investigadores de diferentes universidades 

europeas y fue enviada a más de 20.000 altos cargos de la administración pública de 

países europeos. La recopilación de datos para España fue llevada a cabo entre junio 
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y noviembre de 2012 por el autor y los directores de esta tesis doctoral. La tesis 

doctoral concluye con una discusión de las implicaciones teóricas y prácticas de los 

resultados. 

A pesar de las limitaciones de esta investigación, las cuales se analizan dentro 

de cada capítulo, nuestros hallazgos podrían ayudar a aumentar la comprensión sobre 

cómo las políticas públicas analizadas han afectado el rendimiento del sector público, 

lo que puede ser de ayuda a  la hora de diseñar e implementar futuras políticas públicas. 

En primer lugar, nuestros resultados sugieren, en general, que aquellas políticas 

analizadas de corte NGP no han sido tan beneficiosas como anticiparon los defensores 

de la NGP en los años ochenta y noventa. Aunque sin duda se han podido dar 

numerosos casos en que mecanismos de mercado, como la externalización y/o la 

colaboración público–privada, han contribuido a mejorar el rendimiento del sector 

público, nuestros resultados sugieren que, en los diferentes contextos analizados, los 

efectos de adoptar políticas de mercantilización en la provisión de servicios públicos 

no han sido todo lo beneficiosos que se podía esperar. Este resultado contribuye, a 

nuestro juicio, a los actuales debates sobre si la política económica se puede aplicar 

como una sola receta a todo los países y en todos los contextos.  

En segundo lugar, nuestros resultados también sugieren que los responsables 

políticos deberían pensar muy cuidadosamente sobre los límites en la especificación 

de contratos y las características organizativas cuando se considera la participación del 

sector privado en la prestación de servicios públicos. Por último, nuestros resultados 

están en línea con una cada vez más notable evidencia empírica, tanto a nivel de 

gobierno local, como regional y nacional, que destaca los efectos no deseados de la 

aplicación de políticas públicas estilo NGP. Estos efectos indeseados incluyen no sólo 
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la incapacidad de mejorar la eficiencia en la prestación del servicio y/o  el deterioro de 

la calidad del servicio, sino también una erosión de la capacidad de coordinación del 

sector público o la disminución de la cohesión social. En este sentido, nuestros 

resultados apoyan la creciente demanda entre la comunidad académica de ir más allá 

de las prácticas asociadas a la NGP y desarrollar una nueva teoría sobre la prestación 

de servicios públicos más centrada en los ciudadanos como usuarios de servicios 

públicos en lugar de como consumidores.  
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Chapter 1. Introduction

1. Motivation for and focus of the research 

As a result of the ongoing economic crisis, most European countries are again 

considering what measures to take to reform their public sectors in order to cut public 

spending and increase public sector efficiency, with the main goal of reducing the 

deficit and public debt. Cutting public expenditure and efficiency improvements are 

back on the agenda. However, from an empirical standpoint, the precise effect of 

public sector reform on different aspects such as efficiency improvements, cost 

savings, public service quality and social cohesion, is not yet clear, which generated a 

vigorous, ideologically charged debate as regards its benefits and drawbacks among 

scholars, policy-makers and international organizations. In this light, the overall aim 

of this doctoral research is to evaluate the reform of the public sector implemented by 

governments across the European Union (EU) during the last decades, with a particular 

focus on those policies associated to the New Public Management (NPM) doctrine. 

The present study is mainly rooted in Public Economics, but also incorporates insights 

from other social sciences such as Public Administration and Political Science.  

Drawing on existing datasets provided by national and regional governments, 

and organizations such as Eurostat and the Organisation for Economic Co-operation 

and Development (OECD), plus innovative data collection, this study intends to 

provide a useful picture of some challenges facing the public sector of the future. The 

research aims to contribute to our understanding of the impact of public sector reforms 

by integrating regional and national analyses and to the development of future public 

sector reform strategies by drawing lessons from the past. We focus, therefore, on 

reforms implemented at the national and regional government levels, and on those 
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sectors whose reform has significant consequences for social cohesion, such as 

healthcare.  

Across most of the twentieth century, particularly after World War II, a broad 

consensus was forged on how economic activity should be governed across the most 

of the Western world. In Europe, Keynesianism prevailed, and the role of the state was 

consolidated as a provider of public services and the Welfare State (Berkowitz & 

McQuaid, 1988; Comín & Díaz-Fuentes, 2004). But, from the 1970s, a radically 

different consensus on the appropriate role of the State in the economy and the 

optimum way to manage economic activity took hold. In particular, the Structural 

Reform Programmes, as part of the so-called “Washington Consensus” agenda pushed 

by the International Monetary Fund (IMF) and the World Bank, aimed to enhance the 

role of the private sector in the Economy (Arezki, Quintyn, & Toscani, 2012). First 

starting in the UK (Vickers & Yarrow, 1988), and then spreading to the rest of Europe 

over the next two decades, a deep reform of the public sector was set in place (Clifton, 

Comín, & Díaz-Fuentes, 2003; Clifton, Comín, & Díaz-Fuentes, 2006). This included 

sweeping privatization, liberalization and deregulation programmes. 

Where privatization was not feasible technically or politically, new ideas were 

developed about how those activities which would remain in the public sector could 

best be managed. These ideas were driven by the quest to introduce criteria from 

private sector management into traditional methods of public administration. Such 

ideas came to be labelled NPM (Hood, 1991). NPM emerged in response to a growing 

perception that the public sector was too inefficient, and its growth was getting out of 

control. In general terms, NPM aimed to correct some of the perceived pathologies 

associated with the public sector. As the NPM doctrine emerged during the 1980s, its 
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proponents put great emphasis on strategies to minimize and downsize, with the aim 

of rendering government smaller and more efficient (Pollitt & Bouckaert, 2003; Van 

de Walle & Hammerschmid, 2011).  

It is of interest, therefore, to enquire whether, after two, and sometimes three, 

decades of reform, NPM can be found to be associated with an improved public sector, 

as predicted by its proponents (Kettle, 2000; Osborne & Gaebler, 1992). This is the 

central question which this research seeks to answer. Interestingly and, rather 

ironically, although one of the major drivers of NPM was to promote the improvement 

of the measurement and hence evaluation of public sector performance, scholars and 

government agencies have produced relatively little in the way of evaluating NPM 

itself  (Clifton, Comín, & Díaz Fuentes, 2005; Clifton & Díaz-Fuentes, 2010; Costas, 

2007). Despite the “omnipresence of NPM as a topic in academic and policy debates”, 

there were a lack of empirical evidence about the effects of NPM on different aspects 

such as the changes in government outlays (Van de Walle & Hammerschmid, 2011, 

p.17). In addition, though there are noteworthy evaluations of NPM-related policies in 

different sectors and government levels in Anglo-Saxon, Nordic and continental 

European countries1, much less attention was paid to those countries in Europe’s south 

such as Spain (exceptions include, Bel & Miralles, 2003; Bel & Costas, 2006; Gallego, 

2003; Gallego & Barzelay, 2010; Gallego, 2000; Ongaro, 2009; Torres & Pina, 2004; 

Torres, Pina, & Yetano, 2011; Warner & Bel, 2008). This mattered, because concerns 

were increased that some of the NPM initiatives were not necessarily working well in 

other countries such as the UK, and sectors such as healthcare (see, for example, 

                                                 
1 See COCOPS NPM-style reforms database (http://www.cocops.eu/work-packages/wp1-npm-meta-
analysis/database-of-studies-of-npm-reforms-in-europe).  
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Acerete, Stafford, & Stapleton, 2012; Barlow, Roehrich, & Wright, 2013; Hellowell 

& Pollock, 2009). 

Fortunately, by 2013, significant progress has been made on attempts to 

evaluate public sector reform based on the NPM paradigm. The author and advisors of 

this dissertation have contributed to these advances through their participation in a 

major study funded by the EU entitled “Coordinating for Cohesion in the Public Sector 

of the Future”2 (henceforth, COCOPS). This 3.5-year project, which ran from 2011 

and terminated at the beginning of 2014, has significantly advanced the empirical and 

theoretical understanding of public sector reform in eleven EU countries, namely 

Belgium, Estonia, France, Germany, Hungary, Italy, the Netherlands, Norway, Spain, 

Portugal and the UK.  

The central objective of COCOPS was to collect, assemble, analyse and 

evaluate the effectiveness and efficiency of the public sector in parallel with major 

public sector modernization in 11 EU countries. Hence, the COCOPS project 

examined the effects of NPM reform of Western European countries, as well as post- 

communist Central and Eastern European (CEE) countries, in the cases of Estonia and 

Hungary. In addition to that, individual work packages (WP) have involved also non-

COCOPS partners, for example, from the Czech Republic, Lithuania, Slovakia and 

Slovenia. The COCOPS project represented the largest comparative project to evaluate 

reform of the public sector funded by the EU. The present doctoral research directly 

links to COCOPS WP 2 (www.cocops.eu/work-packages/work-package-2) and WP 3 

(www.cocops.eu/work-packages/work-package-3).   

  

                                                 
2 www.cocops.eu 
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2. The New Public Management: a framework for analysis 

With its roots in public choice and property rights theories, the NPM, as a label, has 

become like an umbrella term covering a set of public sector reforms carried out from 

the eighties across most OECD countries (Hood, 1991; Pollitt, 1993; Pollitt & Dan, 

2011). Most scholars coincide that NPM began as a phenomenon in Anglo-Saxon 

countries, and was then picked up and promoted by the OECD on a world-wide scale 

(Kettle, 2000). Today, NPM-style reforms have been implemented across most of the 

Western world and beyond. However, pinning down what NPM actually means, when 

translated into discrete policies, is very difficult (Barzelay, 2002; Dunleavy & Hood, 

1994), and it has a "hybrid" character (Christensen & Lægreid, 2002b). Even 

Christopher Hood, widely acclaimed as one of the inventors of the label NPM has 

admitted the term has been over-used to the point of concept-overstretch (Hood, 1998). 

The consequence of this is that the assessment of the impact of NPM is far from simple. 

 To complicate matters further, it should be noted that, even if NPM has been 

presented as a global reform movement by some scholars (Christensen & Lægreid, 

2007; Kettle, 2000), implementation of NPM-style reforms has differed substantially 

across countries (Ferlie, Ashburner, Fitzgerald, & Pettigrew, 1996; Hammerschmid, 

Meyer, & Demmke, 2007; Pollitt & Bouckaert, 2011). Torres and Pina (2004) argued 

that both the definition and implementation of NPM-style reforms are influenced by 

domestic culture, institutional settings and administrative law traditions. Despite these 

difficulties, in this section, we briefly synthesize some of the key literature which 

defines NPM. 
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In general terms, there is broad consensus that NPM involves the "the attempt 

to implement management ideas from business and private sector into the public 

services" (Haynes, 2003, p.9). Pollitt (2007b, p.110) usefully argued that the NPM is 

a two-level phenomenon, including, on the top layer, a general motivation to improve 

the public sector, and, on the second-tier layer, a set of specific concepts, policies and 

practices which aim to reform the public sector. Remaining at this second-tier layer, a 

reading of key NPM literature would suggest ten major policy areas. These broadly 

coincide with interpretations of NPM by the OECD (2010) as well as a number of 

influential publications on the topic, including Hood (1995; 1991), Dunleavy and 

Hood (1994), Pollitt (1993), Ferlie et al. (1996), Ketl (2000), Christensen and Laegreid 

(2002a), Osborne and Gaebler (1992), and Osborne and McLaughlin (2002), among 

others. 

Synthetically, the ten practices most commonly associated with NPM are: (i) 

introducing greater competition into the public sector, (ii) downsizing, (iii) introducing 

private-sector styles of management practises, (iv) replacing input control by output 

control, (v) decentralization, (vi) disaggregating centralized bureaucracies into 

agencies, (vii) outsourcing, (viii) separating purchaser/provider, (ix) customer 

orientation  and (x) separating political decision-making from the direct management 

of public services. To organise these practices, they can be grouped into three overall 

categories: market-type mechanisms, which refers to the increasing use of markets and 

competition in the provision of public services; managerialism or managerial 

improvement and organizational restructuring; and customer orientation. Table I.1 

visualizes the ten practices supported by selected authors. 
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Table 1.1. Main NPM components 

NPM Component Authors 
Introducing greater competition into the public sector Hood, 1991 

Dunleavy and Hood, 1994 
 

Downsizing Ferlie et al., 1996 
Pollitt and Bouckaert. 2003 
 

Introducing private-sector styles of management practices Hood, 1991 
Osborne and Gaebler, 1992 
 

Replacing input control by output control Hood, 1991 
Dunleavy and Hood, 1994 
Osborne and Gaebler, 1992 
 

Decentralization Pollitt, 1993 
Ferlie et al., 1996 
Osborne and Gaebler, 1992 
 
Kettl. 2000 

Disaggregating centralized bureaucracies into agencies Pollitt, 1993, 2007b 
 

Outsourcing Kettl, 2000 
Pollitt, 2007b 
 

Separating purchaser/provider 
 

Pollitt 1993, 2007b 

Customer orientation Osborne and Gaebler, 1992 
Pollitt, 1993 
Kettl. 2000 
 

Separating political decision-making  from the direct 
management of public services 

Osborne and 
McLaughlin, 2002    

 

The emergence of the NPM philosophy has been largely based on a right-wing 

agenda of public service marketization and a small state (Lane, 2002; Van de Walle & 

Hammerschmid, 2011). Both public choice and property rights theories, which shaped 

the development of the NPM doctrine, claim that public provision of services is 

inherently more inefficient than private (see, Downs, 1967; Grossman & Hart, 1986; 

Hart & Moore, 1990; Jackson & McLeod, 1982; Miranda, 1994; Niskanen, 1968; 

Niskanen, 1971; Vining & Boardman, 1992). Public choice theory critiques 

government-managed provision of public services because it assumes that politicians 

and bureaucrats will always behave in a self-interested way (Niskanen, 1968). 

Drawing on neo-classical economics, the public choice perspective suggests that the 
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typical public servant will seek to maximize his or her budget and personal interests 

and that this will mean neglecting the citizens they purportedly serve (Niskanen, 1971). 

Politicians and bureaucrats have the opportunity and incentive to use their control over 

public service provision as a tool to maximize their own utility or political power. As 

a result, it is likely that publicly-managed services will be over-supplied and that 

efficiency will suffer (Savas, 1987). Marketization of public services, public choice 

theorists argue, is therefore an effective policy tool to avoid or minimize such 

behaviour. By forcing previously protected in-house activities into a new environment 

characterized by market discipline and competition amongst potential service 

providers, overall service delivery costs should be reduced, whilst the efficiency and 

quality of public service provision improved (Osborne & Gaebler, 1992). 

The property rights theory approach, associated with the classical studies by 

Demsezt (1967), Alchian and Demsetz (1972) and, more recently developed by 

Grossman and Hart (1986) and Hart and Moor (1990), also predicts that the private 

sector will perform more efficiently than the public sector. Private firms enjoy higher 

incentives to innovate and cut costs because, unlike the public sector, innovations may 

generate tangible benefits to the people responsible for their implementation (Shleifer 

& Vishny, 1994). Monetary incentives, in particular, are thought to promote efficiency. 

For instance, if a manager personally benefits from improved performance through the 

issue of company shares or salary improvements then there is good reason for them to 

actively seek out and realize efficiency gains (Andrews, Boyne, & Walker, 2011).  

Despite the popularity of the ideas advocating greater private involvement in 

public service provision, there are still many scholars who are sceptical about the 

potential for private management of public services to result in the kind of improved 



 

35 
 

performance that its advocates assume. On the one hand, Davies (1971), for example, 

argues that, private property rights are simply not as strong when firms are involved 

in public service provision, calling into question the potential for financial incentives 

to motivate service improvement. On the other hand, Williamson (1999) asserts that 

any attempt to incentivize the provision of public services runs the risk of harming 

probity (and by extension equity and quality) by encouraging autonomy at the expense 

of administrative control. Following the latter arguments, among other set of 

arguments deeper developed within each chapter, in this dissertation we question the 

often assumed benefits of implementing NPM-style policies such as marketization 

policies.  

3. Research questions and contributions of the dissertation 

In this dissertation, we try to address the following research questions: Have NPM-

related reforms really led to a smaller public sector? Has the public sector become 

more efficient as a result? Or, have reforms led to an erosion of service quality, and a 

decrease in social cohesion? These questions are of such social import that the 

European Commission (EC) has included them amongst its research priorities in the 

Sixth and Seventh Framework Programmes. With these questions as a departure point, 

the objectives of this research are to deepen our knowledge about the consequences of 

public sector reform using quantitative analysis of official statistics, as well as more 

qualitative, descriptive analysis on the key trends as regards public servants 

perceptions about the effects of public sector reforms.  
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With this doctoral dissertation we intend to make progress beyond the State-

of-the-Art in scientific and practical terms by: 

- Expanding and strengthening the quantitative empirical content of impact studies on 

public sector reform, with a particular focus in a Southern European country such as 

Spain.   

- Analysing NPM-style reforms both at the general and central government levels and 

within specific sectors such as healthcare.  

- Challenging conventional ways of thinking in economic theory about the role of 

government in delivering public services.  

- Collecting innovative data about public sector reforms and reforms trends in Spain 

by asking top public servants.  

4. Outline of the dissertation 

Despite having a common theme, this dissertation consists on a series of empirical 

essays that analyse the effects of implementing NPM-related policies in European 

public sectors. 

In chapter 2 we evaluate whether reforms associated with the NPM doctrine 

led to a reduction in public sector expenditure and employees. As already mentioned, 

savings and downsizing the public sector were a major justification when the 

international movement of public sector reforms began in the 1980s. Since then, NPM 

has been the subject of extensive academic debate as to its successes and failures. 

However, empirical assessments of whether NPM reached its stated objectives are 

relatively scarce, mainly due to the difficulty of quantifying the impact of such 

reforms. This second chapter is an attempt to do this, focusing in particular on 
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outsourcing and decentralization. Our findings suggest that government outsourcing 

did not reduce public sector size, though decentralization policies resulted in a smaller 

public sector, particularly as regards government expenditure. 

Chapter 3 reports the impact of implementing outsourcing policies on public 

sector size across 25 EU countries. This analysis builds on chapter 2 by narrowing the 

research focus to government outsourcing effects — from a theoretical and empirical 

standpoint —  at the central government level. It also builds on the previous chapter 

by expanding the number of countries analysed, controlling for potential endogeneity 

problems between outsourcing implementation and public spending, and by 

controlling for expenditure dynamics. European countries increasingly turned to 

outsourcing as a mode of public service provision from the 1980s. Today, despite its 

prevalence – and its possible expansion as a response to the ongoing crisis – there is 

still little consensus in the literature on whether outsourcing actually contributes to 

reducing spending. Though the empirical literature on outsourcing is considerable, 

most studies do not address the issue of how/whether cost savings derived from 

outsourcing — if any — are passed back to the overall government budget. Using a 

panel data model for 25 European countries over the period 1990 to 2011, and a new 

aggregate government indicator for outsourcing, this article tests whether outsourcing 

actually led to a reduction in public spending. Results suggest that outsourcing failed 

to reduce government expenditures at the central government level.  This finding 

persists even after controlling for expenditure dynamics as well as addressing potential 

endogeneity issues. 
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Chapters 4 and 5 move from the aggregate approach employed in previous 

chapters to a specific case; the marketization of public healthcare in Madrid. More 

specifically, in chapter 4 we analyse the impact on efficiency of implementing NPM-

related policies in Madrid’s hospitals.  Madrid has recently become the site of one the 

most controversial cases of public healthcare reform in the EU. Despite the fact that 

the introduction of NPM into Madrid hospitals has been vigorous, little scholarship 

has been done to test whether NPM actually led to technical efficiency. This paper is 

one of the first attempts to do so. We deploy a bootstrapped Data Envelopment 

Analysis to compare efficiency scores in traditionally managed hospitals and those 

operating with new management formulas. We do not find evidence that NPM 

hospitals are more efficient than traditionally managed ones. Moreover, our results 

suggest that what actually matters may be the management itself, rather than the 

management model.  

Building on chapter 4, in chapter 5 we evaluate how implementing NPM-

related policies affected service quality in Madrid’s hospitals. The consequences of 

implementing market-based hospital governance models on healthcare quality is a 

heated issue in contemporary discussions on health management. Advocates of 

marketization suggest that the quality of health services may improve by exposing 

previously protected in-house activities to a new environment characterized by market 

discipline and competition. Marketization opponents, in contrast, suggest that service 

quality may be compromised by the profit imperative. Again, this paper is one of the 

first attempts to test whether market-based reforms affect service quality in Madrid, 

one of the most enthusiastic adopters of market-based hospital governance models in 

Spain. Using panel data on service quality for hospitals belonging to Madrid´s regional 

health service over the period 2011 to 2013, our results suggest that traditionally public 
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managed hospitals provide an overall better quality of care, as measured by lower 

medical and surgical complications rates and higher hospital recommendation rates, 

than do other hospital governance models, particularly those involving the private 

sector.  

Finally, chapter 6 examines the COCOPS survey on public administration 

managers for Spain. The COCOPS Executive Survey on Public Sector Reform in 

Europe is an original survey of public sector senior executives in European countries, 

and currently the largest of its kind implemented in Europe. The Spanish COCOPS 

survey was conducted between June and November 2012 by the author and advisors 

of this dissertation. The survey explores the executives’ perceptions, experiences and 

opinions with regard to their work context and public sector reforms and the impact of 

these factors on public sector performance (see, Hammerschmid et al., 2013). Spain is 

a unique case among the rest of the COCOPS countries since it is the only one where 

more public managers perceive the public administration system has worsened than 

those who perceive it has improved over the past five years, particularly as regards 

social cohesion and citizen participation. We argue the slow implementation of public 

administration reform, the radical austerity policies implemented by the government 

since the crisis, and a change of government may help explain why it is that Spanish 

public managers perceive much reform to be ineffectual or slow in coming. This 

doctoral dissertation concludes with a discussion of the theoretical and practical 

implications of our findings. 
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All five essays which build the core chapters of this dissertation have been 

delivered at national and international conferences, and are either under review or 

already published in leading SSCI listed international peer-reviewed journals or as 

book chapter. Table 1.2 provides an overview of the dissertation and its publication 

status.  

Table 1.2. Overview of the dissertation 

Chapter title Publication status 

 

Did New Public Management matter? An empirical analysis of 

the outsourcing and decentralization effects on public sector size 

 

 

Published in Public Management 

Review, 17(5), pp.643-660. 

The impact of government outsourcing on public spending: 

evidence from European Union countries 

 

Under review in a top international 

economic policy journal. 

The impact of New Public Management on efficiency: an 

analysis of Madrid’s hospitals 

 

Published in Health Policy, 119(3), 

pp.333-340. 

New hospital governance models and quality of care: a 

comparison of patient safety and satisfaction in Madrid’s 

hospitals 

 

Under review in a top international 

health policy journal. 

Public management reform in Southern Europe: The slow pace 

of public administration reform in Spain 

Forthcoming in Public Administration 

Reforms in Europe: The View from the 

Top. Edward Elgar. 
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Chapter 2. Did New Public Management matter? An 

empirical analysis of the outsourcing and decentralization 

effects on public sector size 

1. Introduction 

As a consequence of the ongoing global financial and economic crisis, governments 

across the EU are engaged in deep public spending cuts as part of broader austerity 

drives which aim to reduce the deficit and public debt. Cutting public expenditure is 

back on the agenda with renewed intensity. Drives to slim down the public sector can 

be traced back to the 1980s, both through outright sales (Clifton et al., 2006) and 

through the application of management techniques borrowed from the private sector. 

Such policies came to be labelled NPM as discussed in Chapter 1. In general terms, 

NPM aimed to correct some of the perceived pathologies associated with the public 

sector, including the view that it was inefficient and too large. As the NPM doctrine 

emerged, its proponents emphasized strategies to minimize and downsize the size of 

government (Pollitt & Bouckaert 2003, p.21; Van de Walle & Hammerschmid 2011, 

p.24).  

It is both interesting and ironic that, though NPM proponents claimed one of 

its major advantages over traditional public management was that it promoted the 

improvement of measurement techniques in order to better evaluate public sector 

performance, scholars and government agencies have produced relatively little in the 

way of evaluating NPM itself (Clifton et al., 2005). Indeed, there are relatively few 

systematic attempts to evaluate the effects of NPM-style reforms on public sector size 

(exceptions include Ferlie et al., 1996; Kettl, 2000; Pollitt & Bouckaert, 2004). 

However, these studies are limited in two main ways. Firstly, they examine changes in 
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public sector size at the macro level but fail to establish a correlation between NPM 

reforms and public sector size.  Secondly, they cover a limited number of countries 

and time periods, largely due to the scarcity of key data (Van de Walle & 

Hammerschmid, 2011). Fortunately, data availability has improved recently, thanks to 

efforts by organizations including the EC and the OECD to improve the quality and 

cross-national comparability of public sector statistics3. 

The popularity of NPM has faded somewhat since the initial enthusiasm 

displayed during the 1980s and 1990s (S. P. Osborne, Radnor, & Nasi, 2013). 

However, the relationship between NPM practices and public organization 

performance is still important, especially since governments continue to search for 

means of reducing public sector budgets in the ongoing crisis (Andrews & Van de 

Walle, 2013). It is interesting, therefore, to enquire whether, after two — and, in the 

cases of some countries, three — decades of reform, NPM can be found to be 

associated with reduced government size, as predicted by its proponents. This paper 

seeks to answer this question. 

To evaluate the effect of NPM on public sector size, we selected two major 

policies associated with NPM for study: outsourcing and decentralization. Two main 

reasons justify their selection. Firstly, substantial theoretical literature exists which 

argue that both policies may affect public sector size. Secondly, thanks to data 

availability and suitability, these policies can be analysed using quantitative methods. 

After deriving two sets of hypotheses about the relationship between outsourcing, 

decentralization and public sector size from the theoretical literature, we test these 

                                                 
3 Eurostat started using the new System of National Accounts from 1995, which facilitated the 
standardisation and comparability of statistical data in a reliable manner across countries. 
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hypotheses using a panel data model for the EU-15 Member States over the period 

1983 to 2011. 

Some of the limitations of our research design should be stated at the outset. 

Firstly, this paper does not evaluate the effects of a whole range of reforms associated 

with NPM on public sector size. NPM is a wide-ranging concept, which is often 

associated with multiple, distinct and even contradictory policies (Dunleavy, Margetts, 

Bastow, & Tinkler, 2006). Some of the policies promoted by NPM are exceedingly 

difficult, if not impossible, to quantify. Our research is more modest, seeking only to 

evaluate the effects of outsourcing and decentralization on public sector size. 

Secondly, this paper only seeks to answer whether outsourcing and decentralization 

led to a reduction in the size of the public sector. No conclusions are drawn as to 

whether a reduction or otherwise of government expenditure led to greater public 

sector efficiency and effectiveness, whether the services provided were improved or 

worsened, or the effects on social welfare. Despite our limited aims, it is still 

worthwhile testing for the effects of outsourcing and decentralization on public sector 

size, since these remain a popular tool for governments around the world. 

2. Quantifying New Public Management 

Our aim is to determine whether NPM-style reforms rendered the public sector 

smaller. Clearly, a full-scale, comprehensive response would require, at least, 

quantification of all the ten major practices associated with NPM discussed in Chapter 

1 (see table 1.1). The problems here, as noted by the OECD (2010, p.22), are twofold. 

Firstly, some of the NPM-related policies are difficult, if not impossible, to quantify. 

For many of the other policies, the main problem is the lack of data. It would indeed 

be interesting to quantify the effect of NPM-related instruments such as the use of 

“performance related pay”, “performance budgeting” and “agentification”. 
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Unfortunately, however, there is only limited available data for short periods of time, 

such a couple of years (OECD, 2011). This prevents us from using panel data or time 

series methods to analyse the effect of the reforms, making it impossible to assess 

patterns through time. Thus, we opted to use just two, major practices, associated with 

NPM: outsourcing and decentralization. We first turn to outsourcing. 

2.1. Outsourcing and its possible effects on public sector size 

Government outsourcing — or contracting out — is commonly defined as the delivery 

of public services by agents other than government employees (Minicucci & Donahue, 

2004). The NPM doctrine promotes market-based management practices to increase 

public sector efficiency and citizens’ choice.  Government outsourcing represents an 

explicit effort to inject private sector management practices into public service 

delivery, and is commonly regarded as one of NPM’s main market-type mechanisms. 

Different conceptual bases have been suggested as underpinning outsourcing 

processes (Hodge, 2000). Here, we focus on two key theoretical reasons why 

government outsourcing should incur cost savings for governments: the pressure from 

competition and the discipline of private ownership.  These two issues have been 

extensively addressed by the public choice and property rights theories, both of which 

are commonly used in the theoretical literature to justify NPM. 

The public choice literature critiques traditional arrangements whereby 

governments provide public services. These services will be over-supplied and public 

administration over-staffed, since politicians and bureaucrats use service provision as 

a tool to maximize their own individual personal utility or political power (Savas, 

1987). To avoid this, NPM proponents argue that outsourcing is a highly effective 

means of reducing public sector size. Outsourcing forces activities previously guarded 
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in-house by bureaucrats to be subjected to new, positive incentives provided by 

competition and market discipline (Osborne and Gaebler, 1992; Kettl, 2000). 

Competition amongst potential public service suppliers will reduce costs and increase 

efficiencies, thus reducing government expenditure and staff numbers. 

While the public choice literature focuses on the incentives guiding politicians 

and bureaucrats’ behaviour, the property rights literature compares these incentives 

with those faced by private sector owners. The property rights theory approach 

(Alchian & Demsetz, 1972; Grossman & Hart, 1986; Hart & Moor, 1990) claims that 

private firms have incentives to reduce costs because, unlike the public sector, cost 

reductions may generate profits (Shleifer & Vishny, 1994). Incentives to save on 

service delivery costs, alongside the introduction of competition among public service 

suppliers, may reduce government size. 

However, a considerable body of scholars has expressed scepticism about the 

presumed advantages government contracting has on cost savings from multiple 

perspectives. From the lens of transaction costs, competition may not always lead to 

cost savings if costs incurred in so doing outweigh benefits obtained (Williamson, 

1979). Sources of potentially high costs associated with contracting out include: 

asymmetric information; the management and supervision of contracts; ‘non-

contractible’ elements related to service delivery; contractual incompleteness and 

limited availability of competitive suppliers in the market (Hefetz & Warner, 2012). 

Hence, some authors have suggested that, even if outsourcing is associated 

with a reduction in public sector expenditure in the first instance, over the long-term, 

these positive effects may be reversed due to the dynamic nature of contractual 

relationships between governments and the private companies providing the 
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outsourced services. Potential savings from outsourcing may diminish or disappear 

over time by rising prices of the private sector companies (Williamson, 1979). Private 

sector companies — with their incentives to maximize profits — may increase the 

price they charge to the government for service delivery during the course of contracts’ 

renegotiation. This phenomenon is referred to as ‘hold-up’.  

As regards ownership, some scholars have argued that incentives under public 

ownership may be just as powerful as those incentives under a scheme of private 

property rights: public sector workers and managers are often intrinsically motivated 

to work efficiently. Following Francois (2000), “public service motivation” may be a 

powerful reason to justify government provision of public services — in terms of costs 

and government expenditure — instead of private provision.  

Based on these arguments, we derive our first hypothesis:  

H1a: Government outsourcing policies lead to a reduction in public sector size 

The corollary of this would not necessarily be that outsourcing has the opposite effect 

(leads to a larger public sector), rather: 

H1b. Government outsourcing does not necessarily entail a reduction in public sector 

size 

We now turn to develop our hypothesis for the second NPM policy under analysis: 

decentralization.  

  



 

47 
 

2.2. Decentralization: a key concept in public management 

Though decentralization predates the NPM movement, it played a central role in the 

public management debate, including the NPM ideology (Pollitt, 2007a, p.372). Pollitt 

argues that one reason decentralization became popular was its ability to be used as an 

instrument to satisfy many distinct agendas simultaneously, beyond NPM objectives. 

Decentralization has often been associated with political processes that have little to 

do with NPM. Moreover, the term ‘decentralization’ itself is a very broad concept that 

has been defined by different scholars in a variety of ways. Here, we follow Falleti 

(2005, p.328), who defines decentralization as a process or reform consisting of a 

number of public policies that transfer responsibility, resources or authority from a 

higher to a lower level of government.  There are many ways in which responsibility, 

resources and authority may be diffused (for a comprehensive overview see Pollitt, 

2007a). Here, we focus on one of these ways: administrative decentralization and/or 

political decentralization.  

Administrative decentralization involves the transfer of autonomy for service 

delivery to lower levels of government. The lower level assumes autonomy for public 

policy management, personnel and public finance control, including fiscal issues 

(Rondinelli, Nellis, & Shabbir, 1984). Political decentralization refers to the transfer 

of political authority or electoral power to sub-national actors (Falleti, 2005). This 

analysis will focus mainly in administrative decentralization, though the two forms of 

decentralization are not mutually exclusive, since political decentralization often sets 

the frame for administrative decentralization (Pollitt, 2007a). 

Scholars have intensely debated the advantages and disadvantages of 

administrative decentralization. NPM used decentralization as an essential practice in 

its tool kit towards rendering government more efficient (Osborne & Gaebler, 1992). 
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NPM advocates argued that administrative decentralization would facilitate the pro-

vision of public goods and services. Red tape could be cut, coordination and control 

could be enhanced (Niskanen, 1971) and, as a consequence, the public sector size 

would be reduced (Brennan & Buchanan, 1980). Furthermore, many scholars argued 

that decentralization may lead to other administrative benefits resulting in lower 

government expenditure, firstly, by its promotion of innovation at local levels and, 

secondly, by increasing staff motivation, assuming it is easier to motivate inside a local 

organization than from a ‘distant’ central government (Pollitt, 2007a). 

Prud'homme (1995) disagreed, however, arguing that, although the effects of 

economies of scale in local public service provision may appear minimal, economies 

of scope may exist. In this case, central bureaucratic providers may be more efficient 

than local ones, because they have greater capacity to invest in technology, research, 

development, promotion and innovation. Prud'homme (1995) also observed that, 

because national government bureaucracies are more likely to offer good careers and 

better promotion opportunities, they tend to attract more qualified staff, to the 

detriment of sub-national governments. This may also dilute the potential benefits of 

decentralization. Likewise, decentralization can lead to a loss of coordination between 

different levels of government (Peters & Savoie, 1996), with the associated costs for 

governments that a lack of coordination can produce. 

On this basis, our second hypothesis is:  

H2a. A greater degree of decentralization leads to reduced public sector size 

With the corollary:  

H2b. A greater degree of decentralization leads to a larger public sector size 
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In sum, the research questions motivating this study focus on the connection 

between outsourcing, decentralization and public sector size. 

3. Methodology 

To evaluate the impact of the selected NPM-related policies on public sector size we 

use an unbalanced panel data set of the EU-15 countries over the period 1983 to 2011. 

The following subsections are a description of the variables used in the analysis and 

the empirical specification. 

3.1. Data 

The variables used in the empirical analysis are annual observations at the national 

level for years between 1983 and 2011. The main variables are classified into three 

categories: public sector size indicators, NPM indicators and control variables. The 

main data sources are Eurostat, OECD, and the World Bank. Table 2.1 presents the 

data sources and descriptive statistics. 

Public sector size: 

Public sector size can be measured in different ways. Here, we use the most common 

method of measuring public sector size: the expenditure ratio and the number of 

employees. Our first dependent variable is an aggregate indicator of general 

government expenses, consisting of the ratio of total general government expenses as 

a share of Gross Domestic Product (GDP), while our second dependent variable, public 

sector employment, is measured using the ratio government employees as a share of 

the working-age population. 
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NPM indicators4: 

Our analysis focuses on outsourcing and administrative decentralization. Governments 

can outsource public service provision in two main ways: either by purchasing goods 

and services from the private sector or non-governmental organizations in order to 

include them in their own production chain, or, by hiring a company to directly provide 

public goods and services to the final consumer (OECD, 2011). From this definition 

we can derive an indicator of government outsourcing based on a simple combination 

of standard statistical series: we derive the indicator as the sum of intermediate 

consumption plus social transfers in kind via market producers as a share of final 

government consumption. This indicator is based on the outsourcing indicator 

developed by the OECD (2011). 

To measure the extent of decentralization we use two indicators based on 

statistical series ratios: a first indicator of the decentralization degree is the share of 

sub-national public expenditure in consolidated national public expenditures, named 

here expenditure decentralization. We employ a second indicator to capture the extent 

of sub-national governments’ autonomy, which is measured as the percentage of total 

sub-national revenues not accounted for by transfers, that is, the share of central 

government transfers to state and local governments in the total sub-national 

government revenues.  

Control variables: 

We also include in our model a set of control variables which could affect government 

expenditure: two macrovariables; GDP per capita, and the unemployment rate; and 

                                                 
4 For a more detailed explanation of these indicators see Appendix A. 
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two demographic variables, people living in urban areas, and the age dependency ratio, 

which is the population under 15 years old and over 65 years old as a share of the 

population between 15 and 64 years old. The first two control variables, GDP per 

capita and the unemployment rate, can be used to identify the economic cycle, while 

the other two should be positively associated with government expenditure, unless 

there are economies of scale, in which case the coefficient associated with the 

urbanization indicator should be negative.  

Table 2.1. Data sources and descriptive statistics 

Source N Mean Std. Dev. Min Max 

Dependent Variables 

1. Government expenditure ratio A 348 49.168 6.608 31.2 71.7 

2. Government employment B 352 12.108 5.421 5.335 26.717 

Independent variables 

A. NPM-related policies 

3. Government outsourcing A 396 44.794 9.047 23.349 68.061 

4. Expenditure decentralization A 371 33.562 14.093 5.201 64.474 

5. Sub-national government

autonomy A 343 43.811 19.424 7.302 79.289 

B. Control variables 

6. Real GDP per capita A 364 26641.21 9698.482 12000 70400 

7. Unemployment rate A 392 7.935 3.735 1.6 21.7 

8. Age dependency ratio C 435 50.087 3.786 43.354 68.384 

9. Urbanization C 435 74.198 11.584 44.292 97.485 

Note: All the variables constructed from data collected from three different data sources: (A) 
EUROSTAT ‘Government revenue, expenditure and main aggregates’ database, (B) OECD’s 
Economic Outlook nº 77 and, (C) World Bank’s ‘World Development Indicators’ database. 
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3.2. Empirical specification 

Our basic model is formulated from a variable relative to the extent of public sector 

size (y) in country i at time t, which depends on a linear combination of a number of 

explanatory variables, including the NPM-related variables of interest (NPM), a vector 

of control variables (Z), unobservable country (αi) and time (δt) specific effects, and 

the remainder error term (εit). Mathematically, the model can be expressed as follows: 

𝑦𝑦𝑖𝑖𝑖𝑖 = 𝛽𝛽1𝑁𝑁𝑃𝑃𝑃𝑃𝑖𝑖𝑖𝑖 + 𝛽𝛽2𝑍𝑍𝑖𝑖𝑖𝑖 + 𝛼𝛼𝑖𝑖 + 𝛿𝛿𝑖𝑖 + 𝜀𝜀𝑖𝑖𝑖𝑖                                     (2.1) 

where β1 and β2 are the estimable parameter vectors. Equation (2.1) is 

estimated by Beck and Kaztz's (1995) OLS with panel-corrected standard errors 

(PCSE) estimator and Parks’ (1967) Feasible Generalized Least Squares (FGLS) 

estimator, to deal with possible heteroskedasticity, cross-section correlation and serial 

correlation issues. The use of a moderately large time series implies that we should be 

concerned with non-stationary issues. To assess the presence of unit root processes in 

our data we perform the Maddala and Wu (1999) and the Pesaran (2007) unit root tests. 

Test results5 suggest that we cannot reject the presence of unit root processes in our 

data so, to avoid spurious regressions, we simply transform equation (2.1) into a first 

differences model. 

  

                                                 
5 Unit root tests available on request. 
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4. Results and discussion 

We first examine the evolution of our NPM indicators on selected countries6 before 

presenting and discussing the econometric regression results. 

4.1. Outsourcing and decentralization trends 

Table 2.2 shows the main temporal trends on government outsourcing, expenditure 

decentralization and sub-national government’s autonomy. Government outsourcing 

increased across all countries under consideration between 1983 and 2011 at an 

average of 12.72%, led by the Netherlands, Finland and Portugal7. In 2011, 

outsourcing made up on average 54.04% of final government consumption. Countries 

with the highest outsourcing ratios in 2011 were the Netherlands, Germany, Finland 

and the UK; those with the lowest outsourcing ratios were France, Italy and Portugal. 

Regarding the decentralization indicators, expenditure decentralization grew 

significantly only in Belgium, possibly due to the federalization of this country. Italy 

and France also considerably increased their expenditure decentralization ratios, as a 

consequence of the devolution of powers to the regions that has occurred over the last 

two decades (Ongaro, 2009). The remaining countries remained relatively stable.   

As regards the sub-national government’s degree of autonomy, we observe that 

the country with the lowest ratio, that is, that one with greatest autonomy according to 

our indicator is —perhaps unsurprisingly — federal Germany. Belgium and Portugal 

are interesting for the opposite reason: although Belgium is a federal country, its 

degree of autonomy is not high; indeed, the degree of autonomy of sub-national 

                                                 
6 To assess changes over time, we selected those countries for which we have data for the entire period 
as well as those for which we do not have complete data but are considered representatives of the major 
European administrative traditions, such as Germany, France and the UK. 
7 Portugal appears to be a latecomer because the outsourcing ratio started to grow from 1993 onwards. 
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governments in Belgium is actually lower than the average of the eight selected 

countries. One possible explanation for this could be that revenues of regions may be 

dominated by transfers from central government. The case of Portugal is the opposite: 

whilst Portugal remains highly centralized, the degree of autonomy of sub-national 

governments (local in this case) is above average, indicating a relatively low level of 

dependence by local government on subsidies and transfers from the central 

government. Regarding the evolution of the degree of autonomy, different patterns can 

be seen. On the one hand, there is a group of countries whose autonomy increases 

between 1983 and 2011, particularly, Italy and Portugal and, to a lesser extent, 

Germany. The other countries remained stable during this period except the UK, where 

the autonomy of sub-national government fell. 

Table 2.2. Government outsourcing and decentralization trends 

 Government 

outsourcing 

Expenditure 

decentralization Autonomy degree 

 1983 1993 2011 1983 1993 2011 1983 1993 2011 

Belgium 39.28 41.94 47.96 15.32 38.07 42.27 51.61 54.79 50.42 

Germany 54.42 57.55 66.88 58.95 59.82 58.93 15.02b 12.59 9.51 

Finland 39.24 43.03 57.40 42.48 37.12 44.94 32.31 37.63 29.57 

France 42.49 45.96 47.28 25.61 27.16 34.42 n/a 27.93 26.86 

Italy 34.91 37.79 42.01 26.04 25.11 35.23 78.67 64.95 43.20 

Netherlands 46.62 58.54 68.06 38.03 35.91 36.33 71.98 65.90 70.08 

Portugal 27.17 26.08 46.68 12.50 13.48 16.20 57.85 35.01 31.49 

United Kingdom 46.46 43.86 56.06 24.50a 22.42 22.80 63.48c 73.90 70.46 

Note: a First year available is 1987; b First year available is 1991; c First year available is 1990. 
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4.2. Estimation results 

Regression results are shown in Tables 2.3 and 2.4. Although we report PCSE and 

FGLS estimations to check our results’ robustness, we rely primarily on the former for 

hypotheses testing. The reason is FGLS can prove inaccurate when estimating 

confidence intervals, while PCSE standard errors are more conservative and reliable 

(Beck & Katz, 1995; Reed & Ye, 2011). However, our key findings are independent 

of the estimation method. 

Table 2.3. First differences model estimates on government expenditure 

 PCSE FGLS 

A. NPM-related policies     

Government outsourcing 0.3377*** (0.1281) 0.2279*** (0.0826) 

Expenditure decentralization -0.3752*** (0.0991) -0.3270*** (0.0466) 

Sub-national government autonomy 0.1076** (0.0450) 0.0368 (0.0255) 

B. Control variables     

Real GDP per capita -0.0008*** (0.0002) -0.0007*** (0.0001) 

Unemployment rate 0.2483** (0.1385) 0.1908** (0.0869) 

Age dependency ratio 0.0590 (0.6655) -0.0107 (0.2825) 

Urbanization -0.3888* (0.2102) -0.0961 (0.2977) 

Observations 291 291 

Groups 15 15 

Time period 1983-2011 1983-2011 

R-squared 0.5215   

Wald-Chi2 403.98 490.58 

Note: The asterisks ***,**, and * denote significance at the 1%, 5%, and 10% levels, respectively. 
Robust standard errors reported in parentheses.  

 

What is the impact of the variables of interest? Our empirical results are 

ambiguous regarding the effect of NPM-style reforms analysed on government 

outlays. With respect to the impact of outsourcing on public expenditures, the positive 
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correlation between the outsourcing and the public expenditure ratio could indicate 

that the outsourcing of public service delivery to private or non-profit sectors did not 

end up translating into a more cost-effective provision of public services. This would 

seem to confirm hypothesis 1b: outsourcing does not necessarily lead to reductions in 

public sector size as regards government spending. Focusing now on the outsourcing 

effect on the amount of government employees, we find a negative correlation between 

both variables, but this effect does not seem to be significant, which leads us to reject 

hypothesis 1a in favour of hypothesis 1b.  

Table 2.4. First differences model estimates on government employment 

 PCSE FGLS 

A. NPM-related policies     

Government outsourcing -0.0178 (0.0143) -0.0127 (0.0098) 

Expenditure decentralization 0.0097* (0.0058) 0.0023 (0.0047) 

Sub-national government autonomy -0.0026 (0.0044) 0.0004 (0.0037) 

B. Control variables     

Real GDP per capita 0.0001*** (0.0000) 0.0001*** (0.0000) 

Unemployment rate -0.0700*** (0.0155) -0.0426*** (0.0141) 

Age dependency ratio 0.0573** (0.0253) 0.0261 (0.0306) 

Urbanization 0.0751 (0.0508) 0.0160 (0.0348) 

Observations 216 216 

Groups 15 15 

Time period 1983-2006 1983-2006 

R-squared 0.2841   

Wald-Chi2 1114.08 99.25 

Note: The asterisks ***,**, and * denote significance at the 1%, 5%, and 10% levels, respectively. 
Robust standard errors reported in parentheses. 
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Turning now to decentralization, we find evidence of a short-term relationship 

between expenditure decentralization and government expenditure, this effect being 

negative, that is, the greater the degree of expenditure decentralization, the lower is 

government expenditure. This may confirm hypothesis 2a as regards administrative 

decentralization.  As for the variable measuring the degree of autonomy of sub-central 

governments, we find this is positively associated with government spending, so, the 

lower the autonomy of sub-central governments, the higher aggregate government 

expenditure. This would seem to confirm again hypothesis 2a in relation to 

administrative decentralization.  

As for the decentralization effect on government employment, we find no 

significant evidence supporting the existence of any relationship between 

administrative decentralization — considering both indicators — and public 

employment, both effects being statistically not different from zero. We do not find, 

therefore, empirical evidence to support either hypothesis 2a or 2b, as regards public 

employment. 

Turning to our control variables, the unemployment rate has a positive and 

statistically significant correlation with the increase of public expenditure. An increase 

in the rate of unemployment tends to lead to increased spending on passive and active 

employment policies which may generate more public expenditure. GDP per capita is 

also negatively correlated with public expenditures. These results suggest a counter-

cyclical public expending policy pattern may exist. Regarding the demographic 

variables, the age dependency ratio has the expected positive effect on public sector 

size, but this effect does not seem to be significant.  As for the urbanization indicator, 

the negative sign associated with the estimated coefficient may indicate the existence 
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of economies of scale in public goods provision. That is, the higher the degree of 

urbanization, the lower the cost for government to provide public goods. Regarding 

the impact of the control variables on government employment, it appears that only 

GDP per capita and the unemployment rate have had any effect — albeit slight — on 

public employment. Our results suggest that a pro-cyclical pattern may exist as regards 

government employment fluctuations. 

5. Conclusions 

Outsourcing and decentralization were introduced as part of a broader NPM movement 

from the 1980s, purportedly to reduce the size of the public sector. However, relatively 

little scholarship has been dedicated to identifying how NPM has performed against 

its own targets, including reducing the size of the public sector. We stressed the caveat 

at the outset that reducing the size of the public sector was not a guarantee of greater 

public sector efficiency, since cost savings may occur for many reasons, including a 

decline in the quality of public service delivery or labour conditions (Jensen & 

Stonecash, 2005). Despite this, we argued it is worthwhile investigating the 

consequences of NPM on public sector size, not least because, during the ongoing 

financial and economic crisis, governments are turning again to NPM-style policies, 

particularly, outsourcing, in the name of cutting costs. Our analysis sought to quantify 

the effects of outsourcing and decentralization for the public sector size in 15 EU 

countries over the last two to three decades. 

What policy lessons can be extracted from our findings? Firstly, we found that 

outsourcing was not associated with a reduction in public sector size as regards 

expenditure and employment. Secondly and, in contrast, we found that administrative 

decentralization, (measured as the ratio of expenditure decentralization and the 

autonomy of the sub-central government), did seem to lead to a smaller public sector 



 

59 
 

as regards expenditure. We did not find, however, that decentralization led to a 

reduction in public sector employment. As regards policy lessons, our finding on 

outsourcing should not be used to argue outsourcing never reduces costs. Outsourcing 

is a broad concept embracing multiple and differentiated forms whereby governments 

contract services from outside government, including voucherization, public 

procurement and so on. There will be multiple occasions where outsourcing saves 

money, and many situations where it does not. Our findings are at the aggregate level, 

providing evidence from Europe that, overall, we do not find that outsourcing reduced 

government spending. Our results are broadly in line with recent studies on 

outsourcing. In Australia and Italy, Young and Macinati (2012) found that outsourcing 

was reversed (insourcing) due to cost increases, lack of control and workforce 

rigidities in the health sector. Hefetz and Warner (2012) showed outsourcing and 

insourcing were roughly equal across the USA between 2002 and 2007 for various 

reasons, including lack of cost savings. As for decentralization, our analysis suggests 

that cost savings may be possible, particularly when resources decentralization is 

accompanied by greater autonomy; however, this does not mean that decentralization 

always guarantees cost savings as regards government expenditure, since we are 

working at the aggregate level. Moreover, decentralization may have little or nothing 

to do with NPM, rather, this may be a product of political decisions.  

Other limitations of the use of these findings for policy making should be 

stressed. Here, we only sought to assess the consequences of two NPM-style reforms 

on public sector size. It should not be overlooked that NPM pursued a broader agenda 

than cutting public expenditure: it also sought to forge a more efficient and effective 

public sector, aimed at increasing consumer satisfaction and choice. Even if 

outsourcing did not lead to a smaller public sector, it could be deemed to have worked 
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if it fulfilled other objectives, such as improving public sector working conditions, 

service quality and/or social welfare. However, if increased government spending was 

not accompanied by such improvements, this could suggest the existence of high 

transaction and coordination costs and the appropriation of social income by the 

private sector, or that the private provision of public goods did not lead overall to 

efficiency gains. Regarding the use of data in this study, as discussed by Pollitt and 

Bouckaert (2003), the ratios using GDP as the denominator may be significantly 

influenced by the use of this indicator. For example, between 1990 and 2000, a period 

of strong economic growth, the steady growth of GDP could mask increases in public 

spending and debt and the opposite in times of recession. Finally, given the OECD’s 

recent work on outsourcing and decentralization indicators, future scholarship on the 

comparative effects of NPM can probe deeper into the effects of outsourcing and 

decentralization by sector and country, to identify when and where policies work and 

fail, regarding cost savings, but also, social welfare and service quality
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Chapter 3. The impact of government outsourcing on public 

spending: evidence from European Union countries 

1. Introduction 

Government outsourcing – the transfer across to non-government organizations of the 

production of goods and services previously provided within government – remains a 

popular tool of government. Outsourcing is still on the rise: it constituted over 10% of 

GDP across the OECD in 2011, up from 8.5% in 2000 (OECD, 2011; OECD, 2013). 

The overriding reason governments outsource is a belief that this will induce cost 

savings and efficiency gains, particularly through the introduction of competition and 

the discipline of private ownership (Bel, Fageda, & Warner, 2010). Given these 

anticipated benefits, it is unsurprising that governments have increasingly turned to 

outsourcing as part of austerity measures during the ongoing crisis (Vaughan-

Whitehead, 2013). Beyond domestic government choices, international policy also 

plays a crucial role in the promotion of competition and outsourcing policies (Warner 

& Clifton, 2014). For instance, the EC is actively encouraging European governments 

to adopt outsourcing as a form of service delivery8. 

As an important and growing tool of government, outsourcing implementation 

has generated a vigorous, ideologically charged debate as regards its benefits and 

drawbacks among scholars, policy-makers and international organizations. From an 

empirical standpoint, the precise effect of government outsourcing on overall public 

sector spending is not yet clear. Although the empirical literature on outsourcing is 

large (useful reviews of the literature and meta-analyses include, Bel & Warner, 2008; 

                                                 
8 See EC new rules in public procurement: 
http://ec.europa.eu/internal_market/publicprocurement/index_en.htm 
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Bel et al., 2010; Domberger & Rimmer, 1994; Domberger & Jensen, 1997; Hodge, 

2000; Jensen & Stonecash, 2005; Savas, 2000, among others), and is now a significant 

strand within public economics, political science and public administration, the vast 

majority of existing empirical studies do not address the question of how cost savings 

resulting from outsourcing — if any — are passed back to the government as a whole.  

This is a critical question since governments often justify outsourcing policies as a 

means to reduce overall costs to taxpayers.  

To the best of our knowledge, the empirical evidence on this question is scarce. 

Hodge’s (2000) useful review of outsourcing reported that only a handful of studies 

have addressed this issue, and most of those found scant support that cost savings from 

outsourcing translated into reduced government spending.  In Hodge’s (2000, p.110) 

words, “there is a worrying lack of evidence” supporting the logic that “reduced direct 

costs through contracts should, all other thing being equal, mean reduced costs overall 

to the government”. 

In light of the growing importance of outsourcing and the lack of evidence as 

regards its relationship with reduced government expenditures, this paper investigates 

the assumption that contracting out public service production should result in overall 

lower public spending. Building on the government contracting literature, we adopt an 

aggregate approach to understanding the effects of outsourcing, in order to attain a 

global perspective — at the central government level — on its effects across multiple 

countries. To do so, we assess the impact of government outsourcing on public sector 

spending across 25 EU countries9 over two decades, from 1990 to 2011, using panel 

9 The sample consists on the EU-28 countries excluding Bulgaria, Croatia and Romania due to lack of 
reliable data to construct the outsourcing indicator. 
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data techniques. This aggregated approach may help to better understand the overall 

outsourcing effects despite differences found in specific cases.  

There are still few studies of government outsourcing impact on public sector 

size across multiple countries (exceptions include, for example, Alonso, Clifton, & 

Díaz-Fuentes, 2015a), which may be explained by the lack of data on direct versus 

indirect service delivery (Minicucci & Donahue, 2004), until the implementation in 

the late 1990s of the System of National Accounts (SNA), and the European System 

of Accounts (ESA). Our study has also been facilitated by the OECD’s ongoing work 

on constructing indicators to evaluate how governments are performing (OECD 2011, 

2013), from which we derive the outsourcing indicator. This analysis builds on existing 

studies of government outsourcing effects by expanding the number of countries 

analyzed, controlling for potential endogeneity problems between outsourcing 

implementation and public spending, and by controlling for expenditure dynamics. 

The rest of the paper is organized as follows. We begin by discussing the main 

theoretical arguments on whether, how and why outsourcing might affect government 

expenditure. Next, we describe the data and the statistical model that is used for 

inference. The fourth section reports the estimation results and interprets them. Our 

results suggest that government outsourcing was not associated with lower 

government expenditure, regardless of the model used for inference. The paper 

concludes by summarizing our findings and their policy implications. 
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2. Outsourcing and government spending: theoretical expectations 

In this section, we synthetically present several theoretical reasons why government 

outsourcing may or may not reduce public spending.  

2.1 The null hypothesis: Government outsourcing leads to a reduction of public 
spending  

Two over-riding theoretical reasons explain why outsourcing should incur cost savings 

for governments: the pressure of competition and the discipline of private ownership, 

both issues extensively addressed by public choice and property rights theories (Bel et 

al., 2010). Drawing on neo-classical economics, the public choice literature critiques 

governments' provision of public services because it assumes that politicians and 

government bureaucrats behave according to the typical neoclassical individual, who 

seek to maximize his or her profit and personal interests whilst neglecting the citizens 

they purportedly serve (Niskanen, 1971). In other words, bureaucrats’ behavior might 

be dominated by self-interest rather than public service motivation or altruism. Hence, 

in order to redirect public officials’ behavior towards public interest, a pattern of 

incentives and/or constraints might be needed (Boyne, 1998b).  

The solution proposed by public choice proponents consists of forcing 

previously protected, in-house activities into a new environment characterized by 

market discipline and competition amongst potential public service providers. 

Competition is, therefore, one of the fundamental ideas justifying the practice of 

outsourcing, due to the potential cost savings generated by market forces (Savas, 

2000); the distinctive feature of outsourcing is that service contracting is performed in 

a special type of marketplace, via a competitive bidding process. Following 

Domberger and Jensen (1997, p.68), in an outsourcing scenario, the market “is defined 

by the contract specification, and the bidding process resembles an auction”. This may 
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generate an ex-ante competition, whereby contracted public services may be delivered 

at the lowest cost and price, resulting, a priori, in reduced government expenditures. 

A second major reason why outsourcing policies should cut costs is the 

perception that the private sector is more efficient than the public sector, a view which 

justified much of the privatization movement (Clifton et al., 2006). This may be so - 

according to this line of thinking - because private firms may have greater incentives 

to innovate and cut costs (Shleifer & Vishny, 1994).  Incentives are thought to promote 

efficiency, for instance, if a manager personally benefits from improved performance, 

through company shares or salary improvements linked to efficiency gains (Andrews 

et al., 2011). Davies (1971) argued that, in the case of public property/management, 

the costs and/or benefits of a decision are less borne by the decision maker, unlike 

under a scheme of private property rights.  

On this basis, two theoretical expectations on government outsourcing effects 

can be derived from public choice and property rights models. First, spending on those 

public services exposed to competition and scheme of private property rights will 

decrease and, second, outsourcing will result in increased efficiency of public service 

provision. Based on the above discussion, it is conceivable to assume that 

implementing outsourcing policies could deliver significant reductions of government 

budgets. 

2.2 The alternative hypothesis: outsourcing may not lead to lower government 
spending 

The assumption that cost savings and efficiency gains are passed back to the overall 

government budget, however, could be challenged from multiple perspectives, such as 

(i) the existence of high transaction costs, (ii) fiscal illusion, (iii) common pool 

problems, (iv) pressures from interest groups and, (v) negative externalities derived 
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from outsourcing policies. In what follows we aim to briefly synthetize these 

arguments. 

Firstly, a large body of scholars has expressed skepticism about the presumed 

advantages government outsourcing has on reduced public spending through the lens 

of transaction costs economics (Williamson, 1991; 1999). Briefly, transaction costs 

theory focuses on different service characteristics that may block the effectiveness of 

outsourcing policies (Brown & Potoski, 2005). Sources of potentially high costs 

associated with contracting out include asymmetric information, the management and 

supervision of contracts, “non-contractible” elements related to service delivery (such 

as in the case of confidence goods), contractual incompleteness and limited availability 

of competitive suppliers in the market (Girth, Hefetz, Johnston, & Warner, 2012; 

Hefetz & Warner, 2012; Sappington & Stiglitz, 1987; Warner & Hefetz, 2008). 

Following from this, it has also been argued that even if government contracting has 

positive effects over the short term, the potential cost savings from outsourcing may 

diminish or disappear over time by rising prices of the private sector companies due to 

the so-called "hold-up" problem (Domberger & Jensen, 1997; Williamson, 1999). 

When contracts are highly complex or incomplete, governments may need to 

renegotiate the contract in the case of an unforeseen problem or event. This not only 

has costs, it also gives the private firm – with its incentives to maximize profits – the 

opportunity to raise the prices it charges to governments (Jensen & Stonecash, 2005). 

If goods or services are contracted out over the long-term, governments may 

irrevocably lose their capabilities as provider, increasing the bargaining power of the 

private provider(s).  
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A second potential source of adverse effects of government outsourcing 

policies on public spending is that outsourcing may generate some kind of fiscal 

illusion (Payton & Kennedy, 2013).  Briefly, fiscal illusion may arise when citizens 

overestimate the benefits of public spending and underestimate the costs of taxation 

(Buchanan & Wagner, 1977; Wagner, 1976). In our case, outsourcing may hide the 

real costs of private service delivery from the public, particularly in a high transaction 

costs scenario. These hidden costs may result in a form of fiscal illusion which may 

support excess government spending since outsourcing policies might reduce the 

perceived price of public service delivery to citizens. Therefore, as a response to a 

potential perception of more efficient provision of public services, citizens/voters may 

increase their demand for public services, thus increasing government spending. 

Closely related to the fiscal illusion approach is the idea that outsourcing may 

not necessarily reduce the size of the resource pool controlled by central governments 

(Benson, 1990). Following this logic, any expenditure savings from outsourced 

services are likely to be retained and reallocated within the government budget, since 

public officials are believed to respond to “budget maximizing” incentives. The upshot 

might be that spending on those services still controlled by the government could rise 

as a result of outsourcing (Boyne, 1998b), undermining, therefore, any overall cost 

savings derived from outsourced services. 

Another strand of the literature on government outsourcing supports the view 

that outsourcing creates new interest groups, such as the contracting firms and their 

employees, which may increase the demand for those goods or services they sell to the 

government (see, for example, Benson, 1990). Following Olson (1982) and Mueller 

and Murrell (1986), among others, a greater number of interests groups is commonly 
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associated with higher government outlays. The general argument here is that interest 

groups pursuing self-interests are able to influence policymakers in order to increase 

public spending for their own benefit. These anticipated influences of newly created 

interest groups as a result of implementing outsourcing policies may undermine, again, 

any overall expenditure reductions.  

Finally, it has also been argued that potential cost savings and efficiency gains 

derived from outsourcing may not lead to lower government spending because of 

negative externalities associated with outsourcing policies, which may impose costs 

on other government organizations (Boyne, 1998a). For instance, if cost reductions 

and efficiency gains are a result of employing fewer staff (Boycko, Shleifer, & Vishny, 

1996), this might imply that extra costs due to unemployment benefits may eventually 

outweigh any savings resulting from staff reductions, since those reductions generally 

affect unskilled workers who may have more difficulties finding alternative jobs 

elsewhere (Boyne, 1998a). 

Following all these lines of argument, it is possible that, though retaining the 

theoretical assumptions that competition and ownership lead to cost reductions in those 

services subject to competition and the discipline of private markets, outsourcing may 

not lead to lower spending in the government system as a whole. In sum, economic 

theory seems to provide a valuable framework for assessing the impact of outsourcing 

on aggregate government expenditure, but theoretical predictions are mixed. The 

theoretical impact of outsourcing is therefore indeterminate and remains an empirical 

question.  
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3. Methodology 

To assess the outsourcing effects on public sector spending we use an unbalanced 

panel of 25 EU countries from 1990 to 2011. The following subsections include a 

description of the variables used in the analysis, main trends of government spending 

and government outsourcing, and the empirical specification. 

3.1 Data and variables 

We classified here the main variables into three categories; public expenditures, 

outsourcing indicator, and a set of control variables.  

Public Sector Spending 

The dependent variable analysed is central government expenditures, measured by the 

ratio of total central government spending as a share of GDP. Figure 3.1 shows the 

main trends on public expenditures for each country. On average, the size of the public 

sector at the central level is substantially smaller in federal countries such as Germany 

and Spain, and also in some post-communist CEE countries such as Latvia, Lithuania, 

and Poland.  Regarding the evolution of central government expenditures, different 

patterns can be seen.  Data is complete for 10 countries, stretching across 1990-201110 

whilst, between 1995 and 2011, we have data for all 25.  Looking at this group of 10 

countries, seven of them reduced expenditure between the period 1990-2011, led by 

Italy, the Netherlands and Belgium, whilst Luxembourg, Finland, Denmark and the 

UK, continued to grow. Looking now at the 25 countries across 1995 to 2011, central 

government size decreased 2.43 percentage points across the whole period, with the 

Czech Republic, Sweden, Slovakia and Italy declining the most. However, there is a 

                                                 
10 Data for Germany starts in 1991. 



 

70 
 

group of eight countries whose central expenditures slightly increased during the 

period under study, particularly Cyprus (see Figure 3.1).  

 

Source: Eurostat. 

Figure 3.1. Central government spending as a share of GDP 

 

Outsourcing Indicator 

The explanatory variable of interest is the percentage of central government spending 

that is allocated to non-government contractors. More specifically, outsourcing can be 

defined as the production of public goods and services by agents other than 

government employees (Minicucci & Donahue, 2004). Governments can outsource 

the production of public goods and services in two main ways: they can either purchase 

goods and services from the private sector or non-governmental organizations in order 

to include them in their own production chain (termed in the SNA "intermediate 

consumption"), or they can hire a company to directly provide public goods and 

services to the final consumer or citizen, termed in the SNA "social transfers in kind 

via market producers" (OECD, 2011). We derive our outsourcing indicator from the 

Eurostat "Government revenue, expenditure and main aggregates" database, as the 
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sum of intermediate consumption11 plus social transfers in kind via market producers12 

as a share of final government consumption13. Mathematically and following the EC 

notation: 

 

                          𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝑂 = 𝑃𝑃2+(𝐷𝐷.6311+𝐷𝐷.63121+𝐷𝐷.63131)
𝑃𝑃3

𝑥𝑥100                     (3.1) 

Figure 3.2 shows the main trends related to government outsourcing. Data is 

available for 12 countries from 1990 to 2011 and all 25 from 1995 onwards. Between 

1995 and 2011, central government outsourcing increased across all countries at an 

average of 1.74 %, 

Countries with higher outsourcing ratios across this period are, on average, the 

UK, the Netherlands and Sweden, all of them showing averaged outsourcing ratios of 

about 50% of final government consumption. Those countries with lower averaged 

outsourcing ratios are Italy (19.16%) and Luxembourg (23.89%). Regarding the 

evolution of central government outsourcing, though it increased, on average, between 

1995 and 2011, there are substantial variations among countries; while countries such 

as Germany, Portugal, Ireland, Latvia and the Netherlands show — by far — the 

largest increases in this period, other countries such as Estonia, Lithuania and Poland 

significantly decreased their outsourcing ratios. This may reflect that reform efforts 

during early years of post-communism transition in CEE countries have subsided 

somewhat by now (Drechsler, 2005). NPM concepts, such as the implementation of 

outsourcing policies, were predominant at that time in Western European countries 

                                                 
11  Intermediate Consumption is labeled by the EC (2011) as P2. 
12 According to the EC (2011) Social transfers in kind via market producers are labeled as D.6311 + 
D.63121 + D63131. 
13 Government final consumption is the sum of government consumption of labor, goods, services and 
fixed and fixed capital, labeled as P3 (European Commission, 2011). 
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and international organizations such as the OECD, the IMF and the World Bank, 

countries and organizations from which early transition inspiration was drawn 

(Randma-Liiv, 2008). For instance, the Estonian transition was heavily based on NPM 

concepts but, today, Estonia seems to belong to the “strong opposers” to NPM-style 

reforms (Nemec, 2010, p.34). However, NPM-reform patterns —as regards content 

and timing — were not the same in all CEE countries (Bouckaert, Nakrošis, & Nemec, 

2011). For example, our data suggest that, in Latvia, outsourcing ratios started to grow 

from the 2000s, which confirms the view that NPM-style reforms were implemented 

in the later reform phases in Latvia (Bouckaert et al., 2011, p.18).   

 

Source: Authors’ calculations based on Eurostat data. 

Figure 3.2. Central government outsourcing as a share of final consumption 

 

Control Variables 

Following the literature on determinants of public sector size, the following variables 

are included as control variables. First, to control for underlying economic trends our 

extended models include the real GDP per capita growth and real GDP per capita, 

which may take Wagner`s Law (Wagner, 1911) into account, and the unemployment 
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rate, which may control — alongside with GDP growth and GPD per capita — for 

the general macroeconomic environment.  

Second, we include three demographic variables which may control for the 

effect of demographics and economies of scale in the demand for public expenditure 

and provision of public services: the dependency ratio, which is the population under 

14 years old plus the population over 65 years old, as a share of the population between 

15 and 64 years old; an urbanity index, measured by the urban population as a share 

of the total population, and the population density.  

Third, we include a set of institutional and political variables which may affect 

public spending: an index of political fragmentation and the ideology of the ruling 

party. First, to account for the potential effect of political fragmentation we include a 

Herfindahl index of government concentration; building on the seminal work of 

Weingast, Shepsle and Johnsen (1981) and Shepsle and Weingast (1981) on common 

pool problems in policy making, the literature related to public spending determinants 

have devoted considerable attention to the idea that political fragmentation affects the 

amount of government spending.  

Finally, to control for the influence of ideology on public spending, we include 

in our model a dummy variable, left majority, which takes a value of 1 if left-wing 

parties control a clear majority of the cabinet posts (over 66.6%)14. Table 3.1 sets out 

the data sources and descriptive statistics. 

                                                 
14  Left-wing denotes social democratic parties and political parties to the left of social democrats. For 
further details about this indicator, see Armingeon et al. (2013). 
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Table 3.1. Descriptive statistics and data sources 

Variable Source Obs. Mean Std. Dev. VIF 
Central gov. Size Eurostat 476 29.770 7.126  
Outsourcing ratio Own calculations based 

on Eurostat data 
487 37.295 10.076 1.15 

Unemployment rate Eurostat/OECD 479 8.516 4.029 1.46 
GDP per capita Eurostat 489 20631.49 12419.15 2.05 
GDP growth Eurostat 472 2.254 4.118 1.09 
Urban population World Bank 550 71.914 11.663 2.47 
Dependency ratio World Bank 550 48.734 3.781 1.78 
Population Density World Bank 550 175.706 234.417 1.86 
Left majority CPDS III  550 0.244 0.430 1.25 
Gov. concentration DPI 536 0.644 0.262 1.50 
Notes: VIF refers to the Variance Inflation Factor. Variables expressed in percentage points except GDP per 
capita (euro per inhabitant), Population density (inhabitants per square kilometre), Left majority (dummy) and 
Government concentration (Herfindahl Index). Variables constructed from data collected from five different 
data sources: Eurostat’s “Annual Government Finance Statistics” database, OECD’s Economic Outlook nº 93, 
World Bank’s ‘World Development Indicators’ database, Comparative Political Dataset III 1990-2011 
(Armingeon et al., 2013) and Database of Political Institutions 1975-2012 (Beck et al., 2001). 
 

3.2 Empirical model 

A model to formally test whether government outsourcing leads to lower central 

government spending should relate public expenditures to the share of outsourced 

government activities and other potential determinants of government spending. The 

model can be specified as follows:  

                                𝑦𝑦𝑖𝑖𝑖𝑖 = 𝛽𝛽𝑥𝑥𝑖𝑖𝑖𝑖 + 𝛾𝛾´𝑍𝑍𝑖𝑖𝑖𝑖 + 𝜇𝜇𝑖𝑖 + 𝛿𝛿𝑖𝑖 + 𝜖𝜖𝑖𝑖𝑖𝑖                                    (3.2) 

where y𝑖𝑖𝑖𝑖  is the ratio of total expenditure as a share of GDP in country i at time 

t; x𝑖𝑖𝑖𝑖 is the itth observation of the outsourcing indicator; Zit the itth observation on P 

control variables, 𝜇𝜇𝑖𝑖 denotes country specific effects; δt represents the specific time 

effect (common to all countries) and 𝜖𝜖𝑖𝑖𝑖𝑖 the remainder disturbance term.  

Our analysis proceeds as follows: To keep the maximum number of 

observations in the sample, we begin with a basic model specification which includes 

only as explanatory variables the outsourcing indicator and country and time specific 

effects (model I). Then, as robustness check, we estimate a model including also the 
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full set of control variables (model II).  Since panel data suffer usually from 

heteroskedasticiy and serial correlation issues, which can bias the standard errors and 

generate inefficiency in the coefficient estimates, models I and II are estimated using 

Beck and Katz's (1995) ordinary least squares with PCSE, and Parks’ (1967) FGLS 

estimator.  

Next, we address concerns about the potential endogeneity of the outsourcing 

indicator. Some studies suggest the possibility that increased public spending leads to 

increased outsourcing rates (see Pallesen, 2004), which means that our outsourcing 

indicator might be endogenous due to reverse causality (simultaneity) issues. 

Moreover, since the outsourcing indicator is constructed with fiscal variables, it might 

be simultaneously determined with the public sector size, which is also a fiscal 

variable. To address this endogeneity issue, we propose to complement our estimations 

with an instrumental variable approach using a two-stage least squares (2SLS) 

estimator.  

Finally, following the recent literature on public sector size we estimate a 

model including the lagged dependent variable among the regressors to control for 

possible expenditure dynamics. When estimating dynamic models it is important to 

take into account that the correlation between the lagged dependent variable and the 

error correction term may be a source of bias and inconsistency (Nickell, 1981).To 

overcome this, Arellano and Bond (1991) developed a Generalized Method of 

Moments (GMM) procedure. These authors suggested taking first differences of 

equation (2) to eliminate the individual specific effects, and then instrument the 

potentially endogenous right-hand side variables in the first-differenced equation using 

levels of the series lagged at least two periods. This estimator was originally developed 
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for micro-panels, meaning samples with large cross-sectional units and a small number 

of time periods. In our sample, as common to studies using macroeconomic data, 

neither of the dimensions is large, which may affect the consistency of our results. 

Judson and Owen (1999), in a Monte Carlo experiment, found that in macro-panel 

environments when T≤20 the GMM estimators perform relatively well, only 

outperformed by the corrected Least Squares Dummy Variable (LSDVC) estimator 

derived by Kiviet (1995). The LSDVC estimator performs an analytical correction of 

the LSDV bias in short panels based on an approximation of the finite-sample bias 

(see, Bruno, 2005a; Kiviet, 1995). Monte Carlo evidence supports the use of this 

estimator instead of GMM estimators when working with macro-panels. In this light, 

we propose to use this latter estimator while we will make use of the former one 

(GMM) for a robustness check. 

4. Results 

Here we present the results of estimating the models presented in the previous section. 

The estimations results consistently support the claim that outsourcing does not lead, 

on average, to lower government expenditures at the central government level. Table 

3.2 shows PCSE, FGLS and 2SLS estimates’ results from our basic model (model I), 

which estimates government outsourcing effects based only on the most basic set of 

variables, an also our main model (model II), which includes those, a priori, important 

control variables discussed in section 3.1. 

Starting with the analysis without accounting for potential endogeneity issues, 

both models are estimated using PCSE and FGLS procedures. There has been some 

discussion about which estimator is preferable (see, Beck & Katz, 1995; Chen, Lin, & 

Reed, 2010).  However, with our data set these two approaches yield similar results. 

The most important results are the parameter estimates for our outsourcing indicator. 



 

77 
 

Both model specifications suggest that there is a positive and statistically relationship 

between the outsourcing ratio and government expenditures, the coefficients 

associated with the outsourcing ratio ranging from 0.13 to 0.21 in function of the model 

and the estimator employed. These results not only confirm that outsourcing may not 

lead to lower government expenditure; they also suggest that outsourcing actually lead, 

on average, to higher public spending at the central government level. 

It is conceivable, however, that the relationship between outsourcing and 

government spending is merely evidence of causality running from public spending to 

government outsourcing or just because a simultaneous determination of both 

variables. Hence, to address these potential endogeneity issues we also report in Table 

3.2 the results using a 2SLS estimator, employing the second and third lags of the 

outsourcing indicator as instruments. Econometrically, the instruments must be 

sufficiently correlated with the potentially endogenous covariate (relevance criteria), 

but uncorrelated with the error term. In our case, Kleibergen-Paap (KP) under-

identification and KP weak identification tests suggest that the selected instruments 

are relevant, and Hansen over-identification tests suggest that those instruments are 

valid (see Table 3.2). The 2SLS estimates of the outsourcing effect are still positive 

and significant in both models, giving, therefore, more confidence to our claim that 

outsourcing does not lead, on average, to lower government expenditure. 

As for our control variables, PCSE, FGLS and 2SLS estimates report similar 

results. Regarding the variables controlling for economic trends, we find that 

unemployment is positively related to public spending, presumably because an 

increase in the rate of unemployment tends to lead to increased spending on social 

policies, passive and active employment policies and counter-cyclical fiscal policies 
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(Baskaran, 2011).  On the other hand, GDP growth is negatively related to public 

spending, suggesting that when real GDP grows, the size of the central government 

shrink; we do not find, therefore, evidence to support Wagner’s (1911) Law for the 

period and countries under analysis. As regards ideological and institutional variables, 

the coefficient associated to the Herfindalh index of government concentration suggest 

that less fragmented governments are less likely to increase government spending 

during the period under analysis.  

The coefficient estimates of the government ideology show the expected sign, 

i.e. governments controlled by left-wing parties are more likely to increase public 

spending, though this effect does not seem to be statistically significant. The latter 

applies to those coefficients associated to the demographic variables, where results do 

not reveal a clear statistical relationship between those variables and the public sector 

size. 
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Table 3.2. Estimates of outsourcing effects on central government spending 

Model I Model II 
PCSE FGLE 2SLS PCSE FGLE 2SLS 

Outsourcing ratio 0.198*** 0.129*** 0.269*** 0.208*** 0.149*** 0.222*** 

(0.047) (0.032) (0.066) (0.049) (0.033) (0.076) 
Unemployment rate 0.222*** 0.193*** 0.343*** 

(0.081) (0.056) (0.081) 
GDP per capita 0.000 0.000 0.000 

(0.000) (0.000) (0.000) 
GDP growth -0.142*** -0.101*** -0.268*** 

(0.054) (0.032) (0.065) 
Urban population 0.116 0.059 0.247** 

(0.122) (0.119) (0.122) 
Dependency ratio 0.144 0.077 -0.064 

(0.124) (0.102) (0.099) 
Population Density 0.000 0.009 0.010 

(0.028) (0.025) (0.022) 
Left majority 0.329 0.204 0.641* 

(0.285) (0.303) (0.362) 
Gov. concentration -2.726** -2.346*** -3.197*** 

(1.102) (0.842) (1.215) 

Observations 476 476 408 438 438 394 
Groups 25 25 25 25 25 25 
Country effects Yes Yes Yes Yes Yes Yes 
Time effects Yes Yes Yes Yes Yes Yes 
K-P LM Statistic 74.228 61.905 
K-P Wald F Statistic 92.803 64.540 
Hansen-J-Statistic 2.073 0.106 
Wald Chi2 50434.61 1379.73 4.85E+06 1826.51 

Notes: The asterisks ***,**, and * denote significance at the 1%, 5%, and 10% levels, respectively. Robust 
standard errors reported in parentheses.  

As a final robustness check, we now turn to the estimation of the dynamic 

model discussed in section 3.2. Table 3.3 reports estimation results for both models 

using the aforementioned LSDVC15 and GMM16 estimators; the lagged dependent 

15 LSDVC estimations are computed using the xtlsdvc routine developed by Bruno (2005b), initializing 
the bias correction by the Arellano and Bond estimator.  
16 To avoid estimation bias due to the use of too many instruments (see, Roodman, 2009b), we restrict 
the instruments matrix, exclude time dummies  and use only certain lags of the lagged expenditures 
covariate instead of all available lags for instruments (see table 3.3 notes). Hansen over-identification 
tests suggest that this approach is valid.  
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variable is always significant and takes positive values in all model specifications 

which suggest that government expenditures might exhibit a dynamic pattern. As 

regards our main coefficient of interest, the outsourcing effect on public expenditures, 

the estimates are still positive in all model specifications, though the LSDVC estimates 

report slightly lower coefficients (about 0.08).  

Table 3.3. Dynamic estimates of outsourcing effects on central government spending 

 Model I Model II 
 LSDVC GMM LSDVC GMM 
Gov. Spendingt-1  0.713*** 0.861*** 0.679*** 0.706*** 
 (0.040) (0.075) (0.042) (0.154) 
Outsourcing ratio 0.083*** 0.211*** 0.082*** 0.248*** 
 (0.030) (0.081) (0.033) (0.062) 
Unemployment rate   0.041 0.014 
   (0.054) (0.092) 
GDP per capita   0.000 0.000 
   (0.000) (0.000) 
GDP growth   -0.212*** -0.225*** 
   (0.046) (0.045) 
Urban population   0.071 -0.322 
   (0.101) (0.228) 
Dependency ratio   0.027 -0.165 
   (0.073) (0.208) 
Population Density   -0.010 -0.001 
   (0.023) (0.042) 
Left majority   0.624* -0.143 
   (0.356) (0.563) 
Gov. concentration   -1.906** -0.284 
   (0.969) (0.919) 

Observations 451 426 426 401 
Groups 25 25 25 25 
Country effects Yes No Yes No 
Time effects Yes No Yes No 
Instruments  21  22 
Hansen J- Stat  21.13  14.12 
Wald-Chi2  150.5  174.13 

Notes: The asterisks ***,**, and * denote significance at the 1%, 5%, and 10% levels, respectively. Robust 
standard errors reported in parentheses. LSDVC standard errors are obtained through 500 bootstrap 
replications.  LSDVC bias correction initialized by Arellano and Bond estimator. For GMM estimates the size 
of the instrument matrix is restricted in both models using the collapse option in Stata command xtabond2 
(Roodman, 2009a), and number of lags are set between 2 and 14 in model II. 
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5. Conclusions 

The ongoing crisis that began in 2008, plus increased pressure from organizations such 

as the EC and the World Trade Organization, is providing a new scenario whereby 

governments are again looking to introduce reform in the direction of reducing the size 

of the public sector. Though outsourcing was introduced as part of a broader NPM 

movement from the 1980s, purportedly to reduce the size of the public sector, little 

evidence exists in the literature about to what extent this policy really resulted in a 

smaller public sector. Interestingly, though the empirical literature on government 

outsourcing effects is large, the vast majority of the empirical research did not take 

into account whether detected cost savings in particular services were translated to the 

government as a whole. This is an important question since most justifications of 

outsourcing are based around the idea that it helps governments reduce their 

expenditure.  

Hence, this paper sought to assess whether outsourcing public sector tasks 

actually led to reductions in government expenditure. The empirical findings 

consistently reject our null hypothesis, indicating that outsourcing was not associated 

with a reduction in public sector size at the central government level; in fact, the result 

of these policies seems to be an increase in government spending. In sum, these 

empirical findings call into question the widespread assumption that contracting out 

public service production should result in lower costs or saving for governments. It is 

important to highlight that, although outsourcing does not seem to lead to a smaller 

public sector, it may have generated other benefits, if public sector working conditions, 

service quality and/or social welfare improved.  
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In addition, it should be noted that, by analyzing the effects of outsourcing at 

relatively high levels of aggregation, we may overlook that outsourcing did actually 

bring about savings in particular countries and sectors, but not in others, so that, on 

balance, higher government expenditures were found. This is an interesting finding in 

itself, contributing to the ongoing discussions about whether economic policy can be 

applied as one single recipe or whether economic policy works in particular 

sectoral/geographical/political situations, when a particular and often complex set of 

conditions are in place (see, Grindle, 2011; Rodrik, 1996). A second key point emerges 

from our findings: outsourcing implementation, in order to be an effective policy to 

reduce government spending, requires from policymakers a careful cost-benefit 

analysis, with a particular focus on those costs derived from contracts’ drafting, 

managing and monitoring, negative externalities to other government organizations, 

potential “hold up” issues, and so on; in Prager and Desai’s (1996, p.185) words  

“contracting out must be implemented with the precision of a surgeon's scalpel, not 

with the brute force of the butcher's cleaver”.  
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Chapter 4. The impact of New Public Management on 

efficiency: an analysis of Madrid’s hospitals 

1. Introduction 

NPM policies have been introduced into public healthcare across most OECD 

countries from the 1980s, in response to concerns about rising healthcare expenditures, 

fuelled by technological and medical advances in treatment, as well as an aging 

population (Acerete, Stafford, & Stapleton, 2011; Simonet, 2013). In Spain, NPM 

reforms were first introduced into the healthcare system from the early 1980s, in 

parallel with political decentralization17. Decentralization allowed Spain´s 17 regional 

governments to gain autonomy as regards decisions to introduce or reinforce NPM into 

healthcare, including the adaptation of new hospital management models, such as 

different forms of Public Private Partnership (PPP) (Petmesidou & Guillén, 2008). 

Since then, regional governments in Spain have increasingly introduced NPM reforms 

into healthcare, particularly in Catalonia and Madrid (Gallo & Gené-Badia, 2013). 

However, vigorous NPM-related reform of the Madrid healthcare system has been 

highly controversial. 

This paper focuses on the reform of hospitals belonging to the Madrid Regional 

Health Service (henceforth, SERMAS). Emulating healthcare reforms in the UK, 

Madrid vigorously implemented the use of new hospital management formulas, 

through the implementation of purchaser/provider split, use of PPPs, contracting out 

                                                 
17 Decentralization took place during the 1980s and 1990s, transferring powers in healthcare 
management gradually across the different Spanish regions, firstly to Catalonia (1981), Andalusia 
(1984), the Basque Country and Valencia (1987), Galicia and Navarra (1990) and the Canary Islands 
(1993). The healthcare decentralization process ended in January 2002, when the devolution of 
autonomy and power from the central government to all regional governments was completed 
(Petmesidou & Guillén, 2008). 
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and the introduction of competition between hospitals. Moreover, reforms in Madrid 

gained increased traction during the ongoing economic and financial crises. 

Nevertheless, the implementation of healthcare reform has proved controversial and 

witnessed widespread protest by citizens and healthcare professionals. In particular, 

the attempt to contract out clinical services delivery in six public hospitals sparked 

popular criticism (Legido-Quigley et al., 2013). A popular movement formed by 

doctors, nursing staff and citizens — the so-called “white tide” — took the streets in 

Madrid several times from November 2012. Despite this massive popular opposition, 

the contracting out bidding process went ahead. However, in January 2014, the 

regional government abruptly declared it would halt the contracting out plan, soon 

after the Madrid High Court suspended the process (Sánchez-Martínez, Abellán-

Perpiñán, & Oliva-Moreno, 2014). 

Policy-makers and scholars have argued that NPM techniques would increase 

efficiency in the health care sector, by introducing criteria from private sector 

management into traditional methods of public administration (Mayston, 1999). In the 

Spanish context, policymakers have used repeatedly the efficiency improvement 

argument to introduce new management formulas in healthcare delivery (García Rada, 

2011). 

Theory suggests that NPM-related policies may enhance the efficiency of 

public service delivery, such as healthcare provision (for a comprehensive overview 

of NPM and efficiency, see Andrews, 2013). However, the benefits of NPM-related 

tools in healthcare delivery have been already questioned from an international 

perspective (see, for example, Acerete et al., 2012; Barlow et al., 2013; Ferrari, 2006; 

Pollock et al., 2012). Moreover, there is no clear evidence supporting efficiency gains 
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as regards the use of new management formulas in Spain18, which is adding fuel to an 

already heated debate in relation to the pros and cons of introducing new management 

formulas in public hospitals.  

The central aim of this paper is to evaluate whether the NPM reforms 

implemented in the SERMAS hospitals’ network are indeed associated with efficiency 

gains. To do so, this paper carries out a comparative analysis of the performance of 

traditionally managed hospitals and those adopting new management formulas, for 

hospitals belonging to the SERMAS in the year 2009. We assess the relative hospitals’ 

efficiency by means of standard Data Envelopment Analysis (DEA) techniques and a 

DEA-bootstrap approach, followed by a second-stage consisting of a statistical 

analysis to assess differences in efficiency scores between the two groups by means of 

a Mann-Whitney U test and an analysis of DEA bootstrapped confidence intervals.  

To the best of our knowledge, this is the first study to analyse efficiency 

differences between traditionally managed hospitals and those ones operating under 

new management formulas in Madrid. Thus, this paper sheds new light on the current 

debate about the use of new forms of public hospitals’ management in Spain. One 

reason for this lack of empirical evidence may be the opacity of the Spanish NHS; 

although there is a considerable amount of information on Spanish hospitals in public 

databases, data is anonymized, making it difficult to identify hospitals and thus, to 

identify the management model. To overcome this problem, we crossed two different 

databases to extract individual hospital information (for a detailed explanation see the 

Data and Variables subsection).  

                                                 
18 For an overview about the empirical evidence as regards the use of new management formulas in the 
Spanish NHS, see (Sánchez, Abellán, & Oliva, 2013). 
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The rest of the paper is organized as follows. The second section synthesizes 

the main NPM-style policies implemented in Spanish hospitals, with a particular focus 

on Madrid. Section 3 describes the data and the methodology used for inference. 

Section 4 reports the analysis results and interprets them. Section 5 concludes, 

summarizing our findings, their policy implications and possible directions for further 

research.  

2. New hospital management models 

Though the Spanish public health system had contracted out some services to private 

hospitals for decades (García-Armesto, Abadía-Taira, Durán, Hernández-Quevedo, & 

Bernal Delgado, 2010), the legislation passed during the second half of the 1990s 

introduced new managerial formulas to govern publicly owned hospitals, significantly 

reshaping the healthcare landscape. At the central government level, Law 15/1997 was 

particularly important, since it enabled the implementation of a wide array of new 

hospital management models. Previously, during the first half of the 1990s, the ruling 

Socialist party had already passed legislation aimed at introducing more efficient and 

flexible organizational formulas, such as Law 30/1992, which regulated, among other 

things, the so-called “consorcios” (consortia), and Law 30/1994, which first regulated 

the foundations model. When the conservative Popular Party (Partido Popular) gained 

power from 1996, it approved Royal Decree 10/199619, which allowed for the use of 

new hospital management models, with the explicit aim of “introducing more flexible 

organizational formulas, in order to meet the demands of efficiency and social 

profitability of public resources [sic]”. Most importantly, Law 15/1997 — the result 

of the parliamentary processing of Royal Decree 10/1996 — enabled at the national 

level the implementation of new managerial formulas to govern public hospitals, and 

                                                 
19 Royal Decree 10/1996 about new management formulas of the Spanish NHS. 
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also contemplated private sector involvement in the delivery and management of 

public healthcare services. With this, the entry of private providers into public 

healthcare delivery was facilitated further (for a comprehensive overview of the 

legislative framework behind the adoption of new hospital governance formulas in 

Spain, see Alvarez & Durán, 2011). 

As a consequence of these changes to the legislative framework, the 

introduction of NPM-related policies to the public healthcare services increased across 

Spanish regions. By 2002, when powers in healthcare management had been fully 

transferred to all Spanish regions, Madrid emerged as one of Spain’s most active sites 

of healthcare reform20. Here, two main actions were taken as regards hospital 

management: (i) Introduction of market-driven mechanisms through the separation of 

purchaser and provider, with the aim of transforming the public hospital network into 

a large number of smaller firms, with greater autonomy, their own legal status and, in 

competition with other hospitals, similar to the UK's hospital trusts (Bayle & Cal, 

2001) and, (ii) contracting out some or all hospital services, including clinic services. 

As a result, there are currently five different new management models in the SERMAS 

hospitals, including private or semi-private formulas, in addition to the so-called 

traditional direct management (ADM) model: public enterprises; foundations; PFI 

models with a public enterprise managing clinic services and outsourced non-clinic 

services to private companies; PPP models with full private management; and 

contracts with privately owned hospitals. 

 

                                                 
20 Through the implementation of Law on Health Organization of the Community of Madrid 
(LOSCAM-Law 12/2001). 
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Table 4.1 summarizes the different management models coexisting in Madrid 

and their main characteristics. Briefly, ADM hospitals are directly managed by 

regional governments; they do not enjoy — usually — their own legal status and they 

are ruled by public law. In addition to this model, there are the so-called new 

management models (NMM), including both forms of direct (public) and non-direct 

(private) service delivery. Within the first (direct management), we have public 

enterprises and foundations. They are configured as organizations with legal 

personality, ruled by private law and may be subject —if reflected in their statutes — 

to labor legislation to manage their staff, considered as key features to increase 

flexibility and autonomy (Martín, 2003). Non-direct management formulas include 

contracting with private companies and different forms of PPP. As regards the first 

formula, healthcare contracting consists of an administrative contract whereby 

healthcare services are provided through privately owned facilities.  

Regarding the different forms of PPPs, in Madrid there are two models; the 

UK’s PFI model and an indigenous version, the so-called “Alzira” model.  PFI models 

involve long-term arrangements between the public and private sectors, whereby the 

private sector finances the hospital building and then delivers non-clinical services 

over a period of around 30 years (Acerete et al., 2011; Hellowell & Pollock, 2009). 

The “Alzira” model is a PPP model which goes further, since the private sector 

finances, constructs and operates the physical hospital infrastructure, and also is in 

charge of clinical services delivery (Acerete et al., 2011).   
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Table 4.1. Main characteristics of SERMAS hospitals 

Type of model Name Service 

delivery 

Legal 

subjection 

Staff 

management 

Administrative Direct 

Management 

Clinic unit with no legal 

status (traditional 

managed hospital) 

Public 

(direct) 

Public 

Law 

Statutory regime 

New Management Model Public Enterprise Public 
(direct) 

Private 

law 

Labor 

legislation** 

New Management Model Foundation Public 
(direct) 

Private 
law 

Labor legislation 

New Management Model Contracting Private 

(indirect) 

Private 
law 

Labor legislation 

New Management Model PFI Mixed* 

(indirect) 

Private 
law 

Labor legislation 

New Management Model “Alzira” model Private 

(indirect) 

Private 
law 

Labor legislation 

Notes: *Private sector delivers non-clinic services while public sector delivers clinic services through a public 
enterprise. **Subject to labor legislation except if reflected on its statutes subjection to statutory regime. 
 

In the Spanish context, the use of these new management models aimed to 

increase the efficiency of the health system. This would occur in two ways. Firstly, it 

would solve the perceived problems caused by public law and statutory personnel 

regime (Martín, 2003). Public law and civil servant statutory regime were considered 

two key obstacles to achieve efficiency gains, since it was believed that public law was 

too rigid to promote the system dynamism and statutory regime prevented to 

incorporate productivity and efficiency tools, such as performance related pay, into 

personnel management (Informe Abril, 1991). Secondly, the separation of purchaser 

and provider aimed to promote the creation of an internal market and the 

disaggregation of public sector units. It has been suggested that the separation 
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purchaser / provider helps to improve efficiency, by introducing market incentives into 

the public healthcare sector management (Street, 1994) and the introduction of 

contracts (Gallego, 2000). Moreover, disaggregation of public sector units is 

considered a fundamental tool to make former monolithic and over-bureaucratized 

organizations become more flexible, controllable and manageable by professional 

managers (Andrews, 2013).  

In addition, allowing the entry of private providers was supposed to have 

positive effects as regards efficiency improvements because of the relatively superior 

efficiency of the private sector over the public one, a view which justified much of the 

privatization movement (Clifton et al., 2006). A key argument when explaining the 

perceived superior efficiency of the private sector is the view that private firms may 

have more incentives to innovate because, unlike the public sector, innovations can 

generate benefits (Shleifer & Vishny, 1994). 

Based on these arguments, this paper will focus on the following research 

question: are new management formulas more efficient than traditional ones as regards 

hospital management? We turn now to the data and methodology of our study. 

3. Materials and methods 

3.1. Methodology 

When talking about public sector efficiency, and thus public healthcare efficiency, one 

may distinguish three dimensions of efficiency; allocative, distributive and productive 

or technical (Andrews, 2013). Clearly, a full-scale, comprehensive evaluation of the 

efficiency of new management formulas in the healthcare system would require 

evaluation of all three efficiency dimensions but, because of lack of reliable data, we 

focus only in one of those dimensions for which we have enough data; productive or 
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technical efficiency. The concept of technical efficiency reflects the seminal notion of 

efficiency by Farrell (Farrell, 1957): Input oriented efficiency indicates the ability of 

each Decision Making Unit (DMU) (in our case hospitals) to minimize input 

consumption for a given level of output, while - alternatively – output oriented 

efficiency indicates the ability of each DMU to maximize the output within a certain 

fixed level of inputs. In this paper, we propose to apply the DEA methodology initially 

developed by Charnes, Cooper and Rhodes (1978) — and extended by Banker (1984) 

and Banker, Charnes and Cooper (1984) — to assess the relative technical efficiency 

of the sample of 25 hospitals belonging to the SERMAS. In the hospital sector, DEA 

methods have been the most common approach when measuring technical efficiency 

(Hollingsworth, 2003; Hollingsworth, 2008) 

Briefly, the DEA methodology is an extension of linear programming which 

allows us to develop an efficient frontier for each DMU. The DEA estimation 

procedure consists of solving for each DMU an optimization problem via linear 

programming. The efficient frontier is represented by convex combinations of efficient 

DMUs. The rest of inefficient firms or DMUs are "wrapped" by the efficient frontier 

considering that deviations from the efficient frontier are due to technical inefficiency. 

One of the main advantages of DEA methodology is that it allows considering multiple 

inputs and outputs simultaneously, which makes it particularly attractive in the case of 

hospitals. Additionally, it requires no assumptions about the functional form of the 

production frontier, which reduces the theoretical needs when specifying the model 

(Tiemann & Schreyögg, 2009). 
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The first question that arises when selecting the model is its orientation, in the 

sense that either the inputs or outputs are considered exogenous and beyond the control 

of hospital management (Arocena & García-Prado, 2007). Following O'Neill et al. 

(2008), hospital managers and policymakers have, in general, greater control over the 

level of inputs than output. O `Neill et al. (2008) also argued that, in most countries, 

the emphasis is more on controlling costs rather than on  increasing demand of health 

services, which seems to be the case of Madrid. Based on these arguments we consider 

that an input orientation is the most suitable for our study.  

A second question of interest when formulating the model is the returns to scale 

assumption. In this paper, we assume Variable Returns to Scale (VRS), which seems 

appropriate when we cannot assume that all DMUs are operating at an optimal scale 

(Banker et al., 1984). Following Jacobs, Smith and Street (2006) and Tiemann and 

Schreyögg (2009), in the hospital sector issues such as imperfect competition, 

budgetary constraints and/or regulatory constraints may result in DMUs operating at 

an inefficient scale size, thus assuming constant returns to scale may be a strong 

assumption. 

A third question to deal with is that DEA efficiency scores have been subject 

of criticism because of their lack of statistical basis (Varabyova & Schreyögg, 2013). 

Also, Simar and Wilson (1988) proved that standard DEA estimates may be biased 

upwards. To overcome these problems, we employ the DEA homogeneous bootstrap 

methods described in Simar and Wilson (1988; 2000). Briefly, bootstrapping allows 

deriving statistical properties of efficiency scores through resampling, by estimating 

bias, variance and constructing confidence intervals (Varabyova & Schreyögg, 2013). 
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Once we get the DEA efficiency scores for the SERMAS general hospitals, we 

analyse the differences in technical efficiency between traditional and new managed 

hospitals by means of two different methodologies; a non-parametric Mann-Whitney 

U test and an analysis of bootstrapped average efficiency confidence intervals 

computed on the previous stage. 

3.2. Data and variables 

The data used in this study was obtained from the Spanish Hospital Survey (ESRI)21 

for the year 2009, and data provided by the Ministry of Health of the Community of 

Madrid22. Because ESRI files are anonymized micro-data, we obtained hospital names 

by contrasting resources data from the ESRI with the Spanish National Catalogue of 

Hospitals23. We have considered only year 2009 because it was the first with fully 

available information for all PFI models.  This was also the last year available when 

writing this paper. 

In 2009, there were 33 hospitals belonging to the SERMAS. From the initial 

sample of 33 hospitals, we excluded psychiatric, children, geriatrics and long stay 

hospitals, in order to work with a relatively homogeneous sample, which is crucial in 

a DEA analysis. The final sample consists of 25 public hospitals, including 14 

operating under a traditional ADM model and 11 considered NMM. 

As regards the variables employed, DEA models require a careful selection of 

inputs and outputs, so the selection of variables is another crucial step when 

implementing DEA methods. The selection of inputs and outputs has been conditioned 

21 Retrieved from: http://www.msssi.gob.es/estadisticas/microdatos.do 
22 Retrieved from: http://cmbd.sanidadmadrid.org/ 
23 Retrieved from: http://www.msssi.gob.es/estadisticas/microdatos.do 
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by our sample size24, and variable selection was based on previous studies (see, 

O’Neill et al., 2008). As inputs, we have used the number of beds, number of full-time 

employed physicians and the number of full-time nursing staff. The number of beds is 

a proxy for hospital size and capital investment and has been the most widely used 

input in hospital efficiency studies. The number of physicians and nursing staff are 

proxies for hospitals’ labor and human capital. 

As outputs, we have considered the number of discharges and the number of 

outpatient visits. However, in a production process not every output may be classified 

as desirable, and the inclusion of only desirable outputs may not reflect the true 

technical efficiency of a DMU. In the case of hospital efficiency, two clear examples 

of undesirable outputs are the death of a patient during treatment and readmission of 

patients, both outputs used in some studies as proxies for quality of outcome (see, for 

example, Arocena & García-Prado, 2007; Bilsel & Davutyan, 2011; Sahin & Ozcan, 

2000). In this study, we have included in our model those two undesirable outputs; in-

hospital mortality rate and the ratio between patient readmissions and discharges. 

Further, the four outputs (desirables and undesirables) are case-mix adjusted to control 

for complexity differences between hospitals, using hospitals’ average weights based 

upon the Diagnosis Related Group (DRG) system. A summary of variable definitions, 

measurement and descriptive statistics are provided as supplementary data in tables 

B.1 and B.2. Hospitals are grouped into ADM or NMM according to their management 

formula. 

Modelling undesirable outputs has been object of considerable discussion in 

the efficiency literature. Following Hua and Bian (2007), when modelling undesirable 

                                                 
24 Following Cooper, Seiford and Tone (2007) a rough “rule of thumb” is to keep the number of DMUs 
equal to or greater than max {𝐼𝐼𝑥𝑥𝑂𝑂, 3𝑥𝑥(𝐼𝐼 + 𝑂𝑂)}.  
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outputs the choice between strong and weak disposability of undesirable outputs has 

an important effect on DMU’s efficiency. Briefly, strong disposability assumes that 

undesirable outputs are freely disposable, i.e., it is possible to reduce undesirable 

output without any cost, in terms of reducing also desirable outputs. On the contrary, 

weak disposability refers to those situations when a reduction of  undesirable output 

forces a lower production of desirable one, i.e., reducing undesirable output is only 

possible at some cost, in terms of desirable output (for a comprehensive overview on 

this topic see, Färe & Grosskopf, 2004).  Here, since we consider undesirable outputs 

also as a proxy for service quality, we assume strong disposability of undesirable 

outputs because intra-hospital mortality rates and re-admission ratios could be reduced 

just by improving service quality and not necessarily at the cost of reducing desirable 

outputs.  

Under strong disposability of undesirable outputs, different approaches to deal 

with those outputs have been proposed in the efficiency literature; these approaches 

have been usually classified into direct and indirect ones (Bilsel & Davutyan, 2011). 

Indirect approaches transform the values of undesirable outputs by a linear monotone 

decreasing transformation, thus transformed undesirable outputs can be treated as 

desirable (Hua & Bian, 2007). Based on the translation invariance property of models 

assuming variable return to scale (BCC models), Seiford and Zhu (2002) suggested 

multiplying each undesirable output (𝑂𝑂𝑂𝑂𝑖𝑖) by (-1) and then use a translation vector to 

convert negative data into non-negative. Mathematically, 𝑂𝑂𝑂𝑂����𝑖𝑖 = −𝑂𝑂𝑂𝑂𝑖𝑖 + 𝑂𝑂 ≥ 0 where 

v is the translation vector which makes  𝑂𝑂𝑂𝑂����𝑖𝑖 > 0.   
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Direct approaches avoid data transformation and use the original data. Liu et 

al. (2010) argued that under strong disposability assumptions there is no need to 

transform the data and, it is enough to consider undesirable outputs as desirable inputs. 

Liu et al. (2010) consider this approach very effective because of its “simplicity” and 

“elegance”, although they recognize that it may not reflect the true production process 

since it changes the input-output relationship 

 Because of the lack of consensus about the most appropriated approach to deal 

with undesirable factors, under strong disposability of undesirable outputs, we define 

seven different DEA models, by maintaining all inputs and desirable outputs fixed in 

all models, and combining different approaches to deal with undesirable outputs and 

the number of undesirable outputs25. Table 4.2 reports the seven different models. 

Table 4.2. Different DEA models 

 Mod 1 Mod 2 Mod 3 Mod 4 Mod 5 Mod 6 Mod 7 

Inputs        
Beds x x x x x x x 
Doctors x x x x x x x 
Nursing x x x x x x x 
Outputs        
Discharges x x x x x x x 

Outpatients x x x x x x x 
Und. Outputs       
Mortality Rate  x x   x x 
Readmission 
rate    x x x x 
Notes: Model 1 ignores undesirable outputs. Models 2, 4 and 6 treat undesirable outputs as 
normal inputs. Models 3, 5 and 7 use a linear transformation to deal with undesirable outputs. 

 

 

 

                                                 
25 Including in our model 3 inputs and 4 outputs may be too close to the so-called “rule of thumb”, so 
we defined also alternative models ignoring undesirable outputs or including just one. 
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4. Results and discussion

Table 4.3 shows results for the standard and bootstrapped DEA models26. For each 

model the first column shows the estimates of the relative efficiency scores without 

bias correction for each hospital (βi), while the second column shows bootstrap bias-

corrected efficiency scores estimates (bias βi). Table B.3 (provided as supplementary 

data) reports estimated standard deviations for each hospital (𝜎𝜎�). Following Simar and 

Wilson (2000), bias-correction should not be used unless (𝜎𝜎�)2 < 1
3

( 𝑏𝑏𝑂𝑂𝑏𝑏𝑂𝑂 βi)2, i.e., 

when the bias-corrected estimator has a lower mean square error than the ordinary or 

standard estimate. We checked this: column two in Table B.3 shows the ratio 𝑂𝑂𝑖𝑖 = 

1
3

( 𝑏𝑏𝑂𝑂𝑏𝑏𝑂𝑂 βi)2/(𝜎𝜎�)2 and columns three and four report the estimated 95% confidence 

intervals. Our results show that the “mean square error test” is consistently passed, so 

we discuss only bias-corrected results. 

A first look at the results does not reveal any clear pattern regarding the 

existence of a relationship between new management formulas and improved technical 

efficiency; in all the models analysed we found among the “top three” efficient 

hospitals both ADM and NMM hospitals. On average, and considering only models 

including undesirable outputs, the most efficient units are hospitals (DMUs) 17, 20 

and 5. DMU 17 is a PFI model with a public enterprise managing clinic services and 

outsourced non-clinic services while DMUs 20 and 5 are ADM hospitals. The same 

applies for the less efficient units; on average the less efficient units are DMUs 12, 4 

and 15. DMUs 12 and 4 are ADM hospitals while DMU 15 is a PFI model similar to 

DMU 17.  Interestingly, our results suggest that the two hospitals characterized by full 

private management of clinic and non-clinic services — DMUs 6 and 22 — are not in 

26 DEA models computed with the FEAR package developed by Wilson (2008). Bootstrapped efficiency 
scores obtained through 10000 replications. 
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any of the estimated models among the “top three” efficient hospitals, which may cast 

some doubt on the often-repeated superiority of the private sector over the public in 

terms of efficiency.  

Table 4.4 compares the average scores of ADM hospitals with NMM hospitals. 

The average efficiency scores show a slightly better performance of NMM hospitals 

for the seven models defined, but that difference does not seem to be statistically 

significant anyway. We cannot reject the null hypothesis that both populations are the 

same when performing the Mann-Whitney test in all models. Moreover, average 

bootstrapped confidence intervals for the efficiency of the two groups under analysis 

overlap to a large degree27, thus we do not have evidence that the two groups are 

significantly different as regards technical efficiency. Interestingly, a closer look at 

Table B.2 (descriptive statistics) indicates that NMM hospitals are much smaller and 

homogeneous than their ADM counterparts, thus, in principle, more manageable and 

controllable but, this important feature does not seem to make NMM hospitals more 

efficient than their ADM counterparts.  

In sum, the results of all seven DEA-bootstrap models and all statistical 

analysis comparing both groups of hospitals do not reveal any statistical significant 

different in efficiency between traditionally managed hospitals and those using new 

management formulas. The fact that we find different management models (both ADM 

and NMM) among hospitals with higher — and lower — efficiency scores may 

suggest that what really matters is the individual hospital management, not the 

management model itself. 

27 Efficiency confidence intervals computed with the FEAR package developed by Wilson (2008). 
Individual confidence intervals are reported in Table B.3. 



99 

Ta
bl

e 
4.

3.
 D

EA
 e

ffi
ci

en
cy

 sc
or

es
 

M
od

el
 1

 
M

od
el

 2
 

M
od

el
 3

 
M

od
el

 4
 

M
od

el
 5

 
M

od
el

 6
 

M
od

el
 7

 
D

M
U

 
β i 

bi
as

 β
i 

β i 
bi

as
 β

i 
β i 

bi
as

 β
i 

β i 
bi

as
 β

i 
β i 

bi
as

 β
i 

β i 
bi

as
 β

i 
β i 

bi
as

 β
i 

1(
a)

 
0.

86
57

 
0.

79
40

 
0.

86
57

 
0.

80
84

 
0.

86
57

 
0.

80
37

 
0.

86
57

 
0.

80
22

 
0.

86
57

 
0.

79
83

 
0.

86
57

 
0.

81
14

 
0.

86
57

 
0.

80
43

 

2(
a)

 
0.

77
11

 
0.

70
27

 
0.

85
99

 
0.

80
11

 
0.

78
93

 
0.

71
83

 
0.

78
49

 
0.

71
50

 
0.

77
11

 
0.

70
49

 
0.

85
99

 
0.

80
22

 
0.

78
93

 
0.

71
90

 

3(
a)

 
1.

00
00

 
0.

89
50

 
1.

00
00

 
0.

91
43

 
1.

00
00

 
0.

90
46

 
1.

00
00

 
0.

90
51

 
1.

00
00

 
0.

89
93

 
1.

00
00

 
0.

91
66

 
1.

00
00

 
0.

90
61

 

4(
a)

 
0.

75
76

 
0.

69
49

 
0.

76
48

 
0.

70
49

 
0.

75
76

 
0.

69
98

 
0.

76
20

 
0.

70
14

 
0.

75
76

 
0.

69
90

 
0.

76
56

 
0.

70
67

 
0.

75
76

 
0.

69
94

 

5(
a)

 
1.

00
00

 
0.

92
46

 
1.

00
00

 
0.

93
40

 
1.

00
00

 
0.

92
82

 
1.

00
00

 
0.

92
87

 
1.

00
00

 
0.

91
00

 
1.

00
00

 
0.

93
44

 
1.

00
00

 
0.

91
43

 

6(
b)

 
1.

00
00

 
0.

89
51

 
1.

00
00

 
0.

91
42

 
1.

00
00

 
0.

90
58

 
1.

00
00

 
0.

90
38

 
1.

00
00

 
0.

90
02

 
1.

00
00

 
0.

91
68

 
1.

00
00

 
0.

90
61

 

7(
a)

 
0.

94
79

 
0.

91
31

 
0.

95
00

 
0.

90
80

 
0.

94
98

 
0.

90
18

 
0.

94
79

 
0.

91
10

 
0.

94
79

 
0.

91
31

 
0.

95
00

 
0.

90
72

 
0.

94
98

 
0.

90
20

 

8(
c)

 
0.

90
81

 
0.

85
04

 
0.

90
88

 
0.

86
08

 
0.

90
85

 
0.

85
71

 
0.

91
18

 
0.

85
82

 
0.

90
81

 
0.

85
16

 
0.

91
19

 
0.

86
48

 
0.

90
85

 
0.

85
56

 

9(
a)

 
0.

82
69

 
0.

78
12

 
0.

82
80

 
0.

78
90

 
0.

82
71

 
0.

78
49

 
0.

82
96

 
0.

78
31

 
0.

82
69

 
0.

78
31

 
0.

82
96

 
0.

78
66

 
0.

82
71

 
0.

78
44

 

10
(a

) 
0.

83
53

 
0.

77
20

 
0.

83
61

 
0.

78
45

 
0.

83
53

 
0.

77
83

 
0.

88
41

 
0.

81
91

 
0.

84
88

 
0.

78
10

 
0.

88
41

 
0.

82
71

 
0.

84
88

 
0.

78
55

 

11
(d

)  
1.

00
00

 
0.

91
35

 
1.

00
00

 
0.

92
70

 
1.

00
00

 
0.

91
92

 
1.

00
00

 
0.

92
05

 
1.

00
00

 
0.

91
75

 
1.

00
00

 
0.

92
87

 
1.

00
00

 
0.

92
00

 

12
(a

)  
0.

72
32

 
0.

68
71

 
0.

76
28

 
0.

71
09

 
0.

72
59

 
0.

67
74

 
0.

73
16

 
0.

69
11

 
0.

72
32

 
0.

68
64

 
0.

76
46

 
0.

71
30

 
0.

72
59

 
0.

67
71

 

13
(a

) 
0.

85
43

 
0.

78
60

 
0.

88
04

 
0.

82
53

 
0.

86
48

 
0.

80
06

 
0.

85
43

 
0.

78
80

 
0.

85
43

 
0.

78
72

 
0.

88
04

 
0.

82
56

 
0.

86
48

 
0.

80
05

 

14
(e

) 
0.

89
42

 
0.

85
07

 
0.

90
91

 
0.

86
33

 
0.

90
60

 
0.

85
68

 
0.

89
64

 
0.

85
10

 
0.

89
42

 
0.

85
05

 
0.

91
30

 
0.

86
84

 
0.

90
60

 
0.

85
63

 

15
(c

) 
0.

76
12

 
0.

69
07

 
0.

80
63

 
0.

74
35

 
0.

78
36

 
0.

71
90

 
0.

79
37

 
0.

72
19

 
0.

77
10

 
0.

70
01

 
0.

80
63

 
0.

74
42

 
0.

78
36

 
0.

71
76

 

16
(c

) 
0.

94
20

 
0.

89
06

 
1.

00
00

 
0.

94
46

 
1.

00
00

 
0.

92
46

 
0.

95
55

 
0.

90
97

 
0.

94
58

 
0.

89
42

 
1.

00
00

 
0.

94
50

 
1.

00
00

 
0.

92
46

 

17
(c

) 
0.

99
12

 
0.

95
47

 
1.

00
00

 
0.

93
04

 
1.

00
00

 
0.

92
07

 
0.

99
12

 
0.

95
30

 
0.

99
12

 
0.

95
37

 
1.

00
00

 
0.

93
18

 
1.

00
00

 
0.

92
06

 

18
(c

)  
0.

89
74

 
0.

83
98

 
0.

95
45

 
0.

90
75

 
0.

94
56

 
0.

89
07

 
0.

89
91

 
0.

84
27

 
0.

89
74

 
0.

83
97

 
0.

95
45

 
0.

90
86

 
0.

94
56

 
0.

89
11

 

19
(a

) 
0.

87
63

 
0.

81
80

 
1.

00
00

 
0.

93
82

 
1.

00
00

 
0.

92
85

 
1.

00
00

 
0.

91
17

 
1.

00
00

 
0.

89
92

 
1.

00
00

 
0.

92
16

 
1.

00
00

 
0.

90
50

 

20
(a

) 
0.

91
96

 
0.

84
90

 
1.

00
00

 
0.

94
57

 
1.

00
00

 
0.

93
70

 
1.

00
00

 
0.

92
82

 
1.

00
00

 
0.

91
87

 
1.

00
00

 
0.

93
59

 
1.

00
00

 
0.

92
44

 

21
(c

) 
0.

90
17

 
0.

83
53

 
0.

96
83

 
0.

92
26

 
0.

96
23

 
0.

90
78

 
0.

92
91

 
0.

87
68

 
0.

91
38

 
0.

85
42

 
0.

96
83

 
0.

92
45

 
0.

96
23

 
0.

90
80

 

22
(f)

 
1.

00
00

 
0.

89
51

 
1.

00
00

 
0.

91
47

 
1.

00
00

 
0.

90
54

 
1.

00
00

 
0.

90
62

 
1.

00
00

 
0.

90
02

 
1.

00
00

 
0.

91
62

 
1.

00
00

 
0.

90
47

 

23
(a

) 
1.

00
00

 
0.

91
17

 
1.

00
00

 
0.

91
45

 
1.

00
00

 
0.

90
46

 
1.

00
00

 
0.

90
40

 
1.

00
00

 
0.

89
86

 
1.

00
00

 
0.

91
80

 
1.

00
00

 
0.

90
52

 

24
(c

) 
0.

89
78

 
0.

82
46

 
0.

93
96

 
0.

88
56

 
0.

92
51

 
0.

86
23

 
0.

90
99

 
0.

84
61

 
0.

89
78

 
0.

82
88

 
0.

93
96

 
0.

88
78

 
0.

92
51

 
0.

86
25

 

25
(a

) 
1.

00
00

 
0.

89
50

 
1.

00
00

 
0.

91
57

 
1.

00
00

 
0.

90
45

 
1.

00
00

 
0.

90
47

 
1.

00
00

 
0.

89
97

 
1.

00
00

 
0.

91
67

 
1.

00
00

 
0.

90
44

 

N
ot

es
: (

a)
 A

D
M

 m
od

el
; (

b)
 c

on
tra

ct
ed

 p
riv

at
e h

os
pi

ta
l; 

(c
) P

FI
 m

od
el

; (
d)

 F
ou

nd
at

io
n;

 (e
) P

ub
lic

 e
nt

er
pr

ise
; (

f) 
PP

P 
—

 “
A

lz
ira

” 
m

od
el



 

100 
 

Table 4.4. Average bootstrap-DEA confidence intervals and Mann-Whitney tests 

  Mean Score 95 % bootstrapped C.I. U testa 

Model 1 ADM .8160214 .7671357 .8804786 -1.314 (.189) 

 NMM .8582273 .8052545 .9227273  

Model 2 ADM .8496071 .7948 .9077714 -.931 (.352) 

 NMM .8922 .8340818 .9503182  

Model 3 ADM .8337286 .7776071 .8978286 -.1095 (.273) 

 NMM .8790364 .8162364 .9448182  

Model 4 ADM .8352357 .7804571 .9010429 -.766 (.443) 

 NMM .8718091 .8169818 .9317273  

Model 5 ADM .8270357 .7683286 .8962429 -.876 (.381) 

 NMM .8627909 .8078909 .9254364  

Model 6 ADM .8516429 .7957929 .9115143 -1.204 (.228) 

 NMM .8942545 .8363182 .9509727  

Model 7 ADM .8308286 .7696429 .8988143 -1.396 (.163) 

 NMM .8788273 .8165364 .9449091  

Note: a Z values for Mann-Whitney test. Test significance in parenthesis. 

 

What policy lessons can be extracted from our findings? Firstly, the finding 

that new hospital management models do not seem to be necessarily better or worse - 

in terms of technical efficiency - than traditional management models, may help to 

support the view that it is more worthwhile to focus on improving the good governance 

of public health services as a whole, rather than simply focusing on switching 

management model (Sánchez-Martínez et al., 2014). 
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Secondly, due to the potential lack of efficiency gains derived from the 

implementation of NPM-related policies in Madrid’s public hospitals, a number of 

undesirable problems may emerge, adding more uncertainty to the decision-making 

process, particularly as regards the implementation of those managerial formulas 

involving the private sector, such as different forms of PPPs. In this regard, the theory 

of incomplete contracts advanced by Hart, Shleifer and Vishny (1997) suggests that if 

a private firm does not generate profits by improving efficiency, profit maximization 

incentives may have a downward effect on service quality, especially when service 

quality is difficult to measure. Moreover, in a non-efficiency gains scenario, private 

firms may have significant incentives to raise the prices charged to governments when 

renegotiating contracts (the so-called “hold up” effect28) and/or contracts may become, 

financially speaking, unviable, leading to government bailouts. This is already 

happening: first, in 2010, the PFI hospitals from Madrid requested a government 

bailout (Sánchez et al., 2013). Next, El País (2011) published a letter addressed to the 

Madrid’s health commissioner, in which the private firms operating the seven PFI 

hospitals from Madrid attempted to renegotiate their contracts, warning of the collapse 

of all seven PFI hospitals due to unforeseen events, such as the application of a new 

Accountability Plan in 2011.  

Finally, though we have presented efficiency estimates for the sample of 

Madrid hospitals and health policy implications, these results must be interpreted with 

caution in view of some limitations of this study such as sample size and data 

limitations. Small sample size prevented us from including additional input and output 

                                                 
28 When contracts are highly complex or incomplete, governments may need to renegotiate the contract 
in the case of an unforeseen problem or event. This not only has costs, it also gives the private firm – 
with its incentives to maximize profits to raise the prices charged to governments (Jensen & Stonecash, 
2005). 
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measures which may better reflect the true hospital production process. In addition, 

the cross-section nature of the data does not permit us to analyse efficiency changes 

over time which may of interest when analysing healthcare reform effects. 

5. Conclusions  

As a consequence of rising healthcare expenditures and the ongoing economic crisis, 

the issue of public healthcare sector efficiency is once again at the top of the policy 

agenda across many regional governments in Spain. Despite of the lack of conclusive 

empirical evidence, the adoption of NPM-related policies in healthcare management 

is still on the rise, particularly in regions such as Madrid, which underwent deep reform 

of its public healthcare services from the 1990s. 

This paper sought to assess whether the use of new managerial tools led to 

improvements in technical efficiency for a sample of 25 hospitals belonging to the 

SERMAS. Our results suggest that there is no difference in terms of technical 

efficiency between traditionally managed hospitals and those adopting new 

management formulas and, there are always different management models among the 

more — and less — efficient hospitals. These findings remained unchanged when 

using different DEA models and different statistics analysis, calling into question if 

what actually matters is the management model or, on the contrary, particular 

managers’ practices. Moreover, our results suggest that there is no clear evidence to 

support the idea that the public sector is inherently less efficient than the private in this 

case/sector. 

This absence of evidence about efficiency gains derived from implementing 

new management formulas in Madrid hospitals, along with the scarcity of additional 

empirical evidence on this topic in Spain, may open the door to other considerations 
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which could be the object of future research; which/what are the real drivers of 

healthcare reforms in Madrid? Is healthcare reform motivated ideologically, by 

politicians who believe that NPM-related mechanisms will bring about better solutions 

for patients? The conservative Madrid’s regional government has been characterized 

since the 2000s by a strong NPM vocation (Acerete et al., 2012), which may have 

influenced its adoption of marketization policies in the SERMAS. Or is healthcare 

reform explained by “regulatory capture”?  Laffont and Tirole (1991) showed that 

regulators — in our context policymakers — may be “captured” or influenced by 

interest groups hoping for future employment within the regulated firms, an effect 

known as the “revolving door”. To date, evidence is emerging about “revolving doors” 

in the SERMAS (The revolving door.2012). Though movements between the private 

and public sector are not necessarily harmful, and indeed, may be beneficial, when 

done in a transparent way without conflict of interest, they may have negative 

consequences, in terms of social welfare, if policies are motivated by the hope of future 

personal gains instead of the optimum outcome for the general interest (Pollock, Leys, 

& Price, 2006). 

Next steps for future research include overcoming some of the limitations of 

this study by using additional data on more years as soon as this is available; and to 

answer some of the questions raised by this research, such as identifying the drivers of 

healthcare reform implementation in Spain. Research evaluating healthcare policy in 

Spain would be considerably facilitated if data on the Spanish NHS was rendered more 

transparent.
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Chapter 5. New hospital governance models and quality of 

care: a comparison of patient safety and satisfaction in 

Madrid’s hospitals 

1. Introduction 

The introduction of market-driven mechanisms has been considered a way to improve 

healthcare management by policy makers across Western European countries since the 

1980s (Krachler & Greer, 2015; Sen, 2003). In Spain, the unabated increase in 

healthcare spending, plus a perceived inefficiency of traditional public hospital 

governance models, led to the introduction of a set of measures aiming to reorganize 

and modernize the Spanish NHS from the mid 1990s (Petmesidou & Guillén, 2008).  

Those measures explicitly encouraged the introduction of new governance 

models into public hospitals, including public or private foundations, consortiums, 

public enterprises and Public-Private-Partnership (PPP) models. Gradually, new 

hospital management models were introduced across many Spanish regions, 

particularly in Catalonia, Valencia and Madrid. This, however, sparked a vigorous, 

ideologically charged debate about the benefits and drawbacks of such a policy. The 

implementation of healthcare reform has been particularly controversial in Madrid, 

where a professionally based movement — the so-called “white tide” (marea blanca) 

— took to the streets from November 2012 protesting against healthcare marketization 

(Warner & Clifton, 2014). Soon afterwards, the main opposition Socialist Party and 

the Madrid Association of Medical Specialists (AFEM) filed a lawsuit to freeze an 

attempt by the regional government to privatize the clinical services of six hospitals. 

As a consequence, the Madrid High Court suspended the process, and the regional 
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government abruptly cancelled its privatization plan in January 2014 (Sánchez-

Martínez et al., 2014).   

The vigorous introduction of new governance models into Madrid hospitals 

provides a useful laboratory for comparing outcomes of organizations characterized 

by different management forms.  The implementation of new hospital governance 

models in Madrid was justified by the stated aims of introducing private sector 

management criteria into traditional methods of public administration, with the aim of 

increasing efficiency and improving quality (Law 12/2001). Economic models based 

on public choice and property rights theories have been often used to justify the 

marketization of public service delivery. However, another strand of economic theory 

suggests that profit maximization incentives faced by market-based governance 

models, such as contracting initiatives, may erode service quality (Hart et al., 1997). 

Therefore, service quality may fall, rather than rise, as the result of implementing new 

hospital governance models. This “quality-shading” effect may be particularly likely 

to occur in an absence of efficiency gains scenario, i.e., when new governance models 

do not achieve efficiency gains over traditional ones. 

Little scholarly work has focused on hospitals in Madrid because of the scarcity 

of available data on hospitals’ performance in Spain. Despite this lack of publicly 

available data, however, work on Madrid hospitals has increased in recent times. From 

a technical efficiency perspective, a recent study by Alonso, Clifton and Díaz-Fuentes 

(2015b) found that reform of hospitals belonging to the Madrid Regional Health 

Service (SERMAS) did not lead to efficiency gains. Their results suggest that market-

based hospital governance models are not to be necessarily better - or worse - than 

traditional management models. In addition, another recent study by Acerete, Gasca, 
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Stafford and Stapleton (2015) reported financial losses for Valdemoro hospital, the 

oldest PPP hospital in Madrid, during all the period analysed. This absence of evidence 

about efficiency and financial gains derived from implementing new hospital 

management formulas in Madrid opens the door to asking further questions, such as 

the impact of adopting such governance models on quality of care. Therefore, building 

on the work by Alonso et al. (2015b) and Acerete et al. (2015), we enquire: did the 

adoption of market-based hospital governance models in Madrid raise or lower quality 

of health care?  

To do so, this paper empirically examines the effects of implementing new 

governance models across 29 hospitals belonging to the SERMAS from 2011 to 2013, 

using quantitative multivariate regression techniques. This is the first study, to our 

knowledge, to address such a key question in the case of Madrid. In addition, there is 

little empirical research addressing differences in quality of healthcare between 

different hospital management models in Spain (Sánchez-Martínez et al., 2014), 

beyond research conducted by private consultancy firms (see, IASIST, 2012).  One of 

the reasons for the lack of empirical research on this topic may be the scarcity of 

available data on the quality of care in Spain. Despite this, from 2011 onwards, the 

regional government from Madrid made available limited data on the quality of care 

of hospitals belonging to the SERMAS, which made, in turn, this study possible.  

The rest of the paper is organized as follows. In the next section, we briefly set 

out theoretical arguments utilized by scholars on why adopting market-based 

governance models might affect service quality. Next, we describe the variables used 

and the econometric specification, before presenting the results of our statistical 
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analysis. The paper concludes with a brief discussion of the theoretical and practical 

implications of our findings.  

2. Background on hospital governance models and quality of care 

Legislation passed in Spain during the second half of the 1990s, in parallel with the 

decentralization process experienced by the Spanish NHS, allowed regional 

governments to implement new managerial formulas to govern publicly owned 

hospitals29. In this context, Madrid emerged as one of Spain’s most active sites of 

hospital governance reform during the 2000s, and it has been considered an 

international leader, along with another Spanish region, Valencia, in implementing a 

PPP model whereby the private sector finances, constructs and operates public 

hospitals (Acerete et al., 2015).  

Synthetically, two main actions were taken in Madrid through the 

implementation of Law 12/2001 as regards hospital management. First, the regional 

government separated purchaser and provider, with the aim of transforming the public 

hospital network into a large number of smaller “firms”, with greater budgetary 

autonomy, greater flexibility in labor policies, and their own legal status. In effect, this 

made them compete with other hospitals (Petmesidou & Guillén, 2008), emulating the 

approach in the UK hospital trusts (Bayle & Cal, 2001). Second, Law 12/2001 fuelled 

the use of private contractors to govern hospitals belonging to the SERMAS through 

different forms of PPP. The overriding motivation behind the adoption of market-

driven mechanisms in health care governance, such as the introduction of competition 

                                                 
29 For a comprehensive overview of the legislative framework behind the adoption of new hospital 
governance formulas in Spain, see Alvarez and Durán (2011). 
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and the use of private contractors, was stated to be that of increasing the system’s 

efficiency and improving the quality of health care (Law 12/2001).  

Economic theory can provide a valuable framework for assessing the impact 

of implementing new hospital governance models, but theoretical predictions are 

mixed. On the one hand, the view that marketization policies may improve the 

efficiency and quality of healthcare systems has been often supported by economic 

models based on public choice and property rights theories (Grossman & Hart, 1986; 

Miranda, 1994; Mueller, 1989; Niskanen, 1968; Niskanen, 1971; Vining & Boardman, 

1992). Public choice models suggest that, by exposing previously protected in-house 

activities into a new environment characterized by market discipline and competition, 

the efficiency and quality of public service provision may improve (D. Osborne & 

Gaebler, 1992). This implies that competition is one of the key mechanisms to achieve 

efficiency and quality gains. The literature on property rights suggests, on the other 

hand, that the key feature affecting public service performance is ownership, i.e. 

whether the service is provided by a public or a private firm (Miranda 1994; Hart and 

Moor 1990). The property rights theory approach predicts that the private sector will 

perform more efficiently than the public sector because high-powered profit 

maximization incentives may lead to costs reductions and innovations (Shleifer & 

Vishny, 1994). These innovation efforts may result, in turn, in higher service quality.  

However, other economic models also indicate that powerful incentives, such 

as profit maximization incentives, may have a downward effect on quality. A concern 

that profit maximization incentives may damage service quality was based on the idea 

that contracting initiatives are usually characterized as incomplete contracts (Jensen & 

Stonecash, 2005). Indeed, the incomplete contracts model in Hart et al. (1997) 
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indicates that profit maximization incentives may actually erode service quality, 

particularly when quality is difficult to measure, because this makes it harder to draft 

and fully specify contracts with private providers ensuring service quality, which may 

be likely to occur in a setting such as health care. This profit maximization argument 

clearly applies to hospital governance models involving the private sector (the so-

called non-direct management) but also to those new management models under direct 

(public) management, such as public enterprises and public foundations. While there 

is no profit to gain in the latter case, surpluses can be used within a year for those type 

of hospitals, and deficits could be considered as evidence of management failure 

(Propper, Burgess, & Green, 2004), thus incentives to reduce costs at the expense of 

service quality may also be present. 

The theoretical impact of the introduction of market-driven mechanisms in 

hospitals’ management seems, therefore, indeterminate and remains an empirical 

question. The empirical literature on the impact of hospital governance models on 

quality of care, however, is still inconclusive and seems to depend to a large extent on 

the region covered (for a useful review of empirical studies see, for example, 

Eggleston, Shen, Lau, Schmid, & Chan, 2008), which may make it difficult to 

generalize those results outside their context. Empirical evidence from an enthusiastic 

adopter of new governance models such as Madrid may help, therefore, to cast some 

light on this question. 

3. Materials and Methods 

To explore variations in service quality across different hospital management models, 

we draw upon an unbalanced panel of Madrid hospitals from the period 2011 to 2013. 

There are currently three broad groups of management models in the SERMAS 
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hospitals, including the so-called traditional management model, direct management 

models and non-direct management models.  

Traditionally managed hospitals are those which are directly operated by the 

regional government. These hospitals do not have their own legal status and are ruled 

by public law. In addition to the traditionally managed model, there are two so-called 

new management models, i.e., direct and non-direct management models. Direct 

management models takes in both public enterprises and public foundations. These are 

organizations with legal personality, ruled by private law, which may be subject —if 

their statutes so state — to labor legislation to manage their staff. Non-direct 

management formulas refer to the involvement of the private sector in healthcare 

delivery, including contracting with private companies and different forms of PPP. 

Regarding the direct model, healthcare contracting consists of an administrative 

contract whereby healthcare services are provided through privately owned facilities. 

Regarding the different forms of PPPs, in Madrid there are two models; the UK’s PFI 

model and a Spanish-born variant, the so-called “Alzira” model.  PFI models involve 

long-term arrangements between the public and private sectors, whereby the private 

sector finances and constructs hospital construction and then delivers non-clinical 

services for around 30 years (Acerete et al., 2011; Hellowell & Pollock, 2009). The 

“Alzira” model is a PPP model that goes further: here, the private sector finances, 

constructs and operates the physical infrastructure of the hospital, and also is in charge 

of clinical and non-clinical services delivery (Acerete et al., 2011).   

In 2013, there were 35 hospitals belonging to the SERMAS. For the purposes 

of our analysis, we excluded psychiatric, geriatrics and long-stay hospitals, in order to 

work with a relatively homogeneous sample. The final sample thus consists of 29 
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public hospitals, sixteen of which were operating under a traditional management 

model, eleven were considered non-direct management models and two direct 

management models. 

3.1. Data 

Dependent variables 

The analysis presented here focuses on publicly available measures of service quality 

that are collected and published by the SERMAS.30 To assess the relative service 

quality among different hospital management models, we draw upon measures of two 

key dimensions of healthcare quality; (i) patient outcomes such as adverse events, and 

(ii) patient satisfaction.  

Adverse events have been used widely in healthcare quality measurement 

(Walshe, 2000) and they have been considered as important patient outcome measures 

since those events may warn about things going “badly wrong in a health care setting” 

(West, 2001, p.43). Following Walshe (2000, p.47) an adverse event may understood 

as a happening, incident or set of circumstances — as a result of the healthcare process 

— which have a negative impact on patients. Here, we focus on those types of adverse 

events for which measures are available, namely hospital-acquired infections and 

complications; following the SERMAS definitions, hospital-acquired infections (or 

nosocomial infections) are infections acquired by patients during hospitalization time 

and not present at the time of admission. Complications are potentially avoidable 

negative alterations of the natural course of the disease, as a consequence of surgical 

or medical care. 

                                                 
30 Retrieved from http://observatorioresultados.sanidadmadrid.org/HospitalesLista.aspx 
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Regarding our second key dimension, i.e., patient satisfaction, recent studies 

increasingly emphasize the importance of patients’ perceptions about health service 

quality (Andaleeb, 2001). Patient satisfaction is increasingly viewed as a “meaningful 

indicator of health services quality” (O'Connor, Shewchuk, & Carney, 1994, p.32), 

and may be considered to be “one of the desired outcomes of care, even an element in 

health status itself” (Donabedian, 1988, p.1746). Patient satisfaction is evaluated here 

by means of an index of hospital recommendation and a patient’s global satisfaction 

index. See Table 5.1 for a more detailed description of all these variables and 

descriptive statistics. 

Independent variables 

The primary independent variables of interest are the hospital management types; a 

dummy variable is included in the model to capture each of the three hospital 

management types described above, i.e., traditional management, direct management 

and non-direct management, with traditional managed hospitals as the omitted 

reference group. This approach is used in nearly all regression-based analyses of 

different management models and public service quality (see Andrews et al., 2011). 

To ensure that our models are well-specified, we include in addition a set of control 

variables which may affect hospital quality, as identified by previous research: 

particularly, hospital size, nursing staff numbers, average Length of Stay (LOS), and 

patient complexity have been considered important variables in relation to quality of 

patient care. We extracted figures on Madrid’s hospitals characteristics between 2011 

and 2013 using official hospitals’ annual reports.31 

                                                 
31 Retrieved from http://www.madrid.org 
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Firstly, Hospital size is measured by the number of hospital beds. Although 

large hospitals may benefit from economies of scale, they may experience greater 

problems providing high quality of patient care than smaller ones due, among other 

reasons, to the challenges of managing a big patient population. Indeed, some research 

has suggested that quality of care is slightly better in smaller hospitals (e.g., Hordacre, 

Taylor, Pirone, & Adams, 2005; Sjetne, Veenstra, & Stavem, 2007; G. J. Young, 

Meterko, & Desai, 2000). Nursing staff is operationalized here by the ratio of nursing 

staff numbers to patient admissions. The effect of hospital nurse staffing and quality 

of care still seems to be  a significant concern for health care management researchers 

since the empirical findings in this regard are mixed (see, for example, Aiken, Clarke, 

& Sloane, 2002; Mark, Harless, McCue, & Xu, 2004; Needleman, Buerhaus, Mattke, 

Stewart, & Zelevinsky, 2002).  

Next, the complexity of patient’s condition has also been frequently related to 

adverse events and patient satisfaction (e.g., Flood, 1994; Werner & Chang, 2008; 

West, 2001). Although complexity can take many forms, such as the severity of a 

patient’s illness, multiple diagnoses and/or the number of patients who have combined 

health and social problems (West, 2001), due to the lack of available data to control 

for all these different complexity forms, we control here for patient’s complexity using 

an averaged case-mix index for each hospital.  Finally, LOS has been also assumed to 

be related to quality of care (Thomas, Guire, & Horvat, 1997), particularly as regards 

patient satisfaction (Tokunaga & Imanaka, 2002). 
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Table 5.1. Variable definitions and descriptive statistics 

Variable         Definition Mean SD VIF 

Intra-hospital 
infections  

Percentage of patients experiencing one 
or more nosocomial infections during 
hospitalization, with respect to all 
patients hospitalized. 

6.338 2.602  

Complications Percentage of episodes with a secondary 
diagnosis code of complications related 
to medical or surgical care or due to 
device, implant or graft in relation to the 
total number of episodes (categories 237 
and 238 of the Clinical Classifications 
Software from the Agency for 
Healthcare Research and Quality, 
AHRQ). 

4.199 1.662  

Satisfaction Percentage of patients satisfied or very 
satisfied with the health care service 
provided*.  

92.227 2.220  

Recommendation Percentage of patients recommending 
the health care service provided. 

92.892 2.748  

Non-direct 
Management 

Dummy variable which takes value 1 if 
the hospital management involves the 
private sector (PFI, PPP and contracting) 

0.356 0.482 1.73 

Direct 
Management 

Dummy variable which takes value 1 if 
the hospital is using a direct 
management formula (public enterprise 
or public foundation) 

0.071 0.258 1.25 

Beds Number of hospital operating beds (log) 5.867 0.852 2.70 

Nursing staff Nursing staff/1.000 inpatients 67.879 17.270 2.28 

LOS Average Length of Stay (days) 5.648 0.938 3.74 

Patient 
Complexity 

Average Case Mix index. 1.732 0.262 4.08 

Notes: * According to the SERMAS the assessment of overall satisfaction with the care received is 
performed using a scale of 5 categories from 1 "very dissatisfied" to 5 "very satisfied". 

 

3.2. Empirical specification 

In order to test whether the quality of the service provided by alternative management 

models within the SERMAS differs, we estimate four different regression models 

predicting each dependent variable. Therefore, the baseline model specification is the 

following: 
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𝑦𝑦𝑖𝑖𝑖𝑖 = 𝛼𝛼 + 𝛽𝛽𝑥𝑥1𝑖𝑖𝑖𝑖 + 𝛾𝛾𝑥𝑥2𝑖𝑖𝑖𝑖 + 𝛿𝛿′𝑍𝑍𝑖𝑖𝑖𝑖 + 𝜖𝜖𝑖𝑖𝑖𝑖 (5.1) 

where y𝑖𝑖𝑖𝑖  is a measure of one of the four dimensions of healthcare quality in 

hospital i at time t; x1𝑖𝑖𝑖𝑖 is the itth observation of the non-direct management dummy; 

x2𝑖𝑖𝑖𝑖 is the itth observation of the direct management dummy ; Zit the itth observation 

on P control variables; and 𝜖𝜖𝑖𝑖𝑖𝑖 the remainder disturbance term. To test the effect of 

different management models in service quality, the coefficients of interest are β and 

γ in each of the four regression models.  

Given the nature of our data, we use pooled Ordinary Least Squares (OLS) and 

panel Random Effects (RE) to estimate equation (5.1). It is important to highlight from 

the outset that, though a widely used approach when estimating models such as 

equation (5.1) has been the fixed-effects estimator, in order to avoid assuming that 

potential unobserved effects affecting quality are uncorrelated with the explanatory 

variables, we were unable to use a fixed-effects specification because we do not have 

instances of hospitals exhibiting alternate governance models within the time frame of 

our data. Therefore, the variables non-direct management and direct management do 

not exhibit within-hospital variance. Nevertheless, the literature on panel data 

econometrics supports the view that with the inclusion of proper controls both 

approaches, i.e. OLS and RE, are consistent estimators (Wooldridge, 2012). 

4. Results

Tables 5.2 and 5.3 present the coefficient estimates, bootstrapped standard errors and 

test results for the proposed regression models, starting with adverse events in Table 

5.2, before moving onto patient satisfaction in Table 5.3. The reason for using 

bootstrap inference is that confidence intervals and hypothesis tests based on robust 

asymptotic standard errors can be misleading when the number of observations is not 



 

117 
 

large (MacKinnon, 2002). To overcome this problem we compute standard errors 

through a non-parametric paired bootstrapping procedure with 10,000 replications. 

Breusch-Pagan Lagrange Multiplier (LM) tests for the random effects are used 

to examine whether RE models should be preferred to pooled OLS. LM tests clearly 

point to the pooled OLS estimator when predicting hospital-acquired infections and 

hospital recommendation. On the other hand, LM tests reject pooled OLS when 

predicting complications and patients’ global satisfaction, pointing to the RE model.  

Hence, although diagnosis tests point to different estimators for each regression model, 

we present estimation results for both pooled OLS and RE estimators for robustness 

check purposes. With the exception of the regression model predicting overall patients’ 

satisfaction, both estimators report similar results for all covariates and our key 

findings are, in general, independent of the estimation method. Finally, including 

several hospital characteristics among the explanatory variables might result in 

multicollinearity problems but, multicollinearity does not seem to be an issue here 

since the mean Variance Inflation Factor (VIF) is well below 3  (Belsley, Kuh, and 

Welsch 1980). 

Starting with the analysis of patient safety, the regression model indicate that 

the management model is not an important determinant of prevalence of intra-hospital 

infections, implying that traditional governance models and direct and non-direct 

managed hospitals report similar levels of nosocomial infections. Among the control 

variables, hospital size seems to be positively related to the level of intra-hospital 

infections, thus confirming our expectations that large hospitals may experience 

greater challenges to manage service quality.  
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In contrast, when looking at the medical and surgical complications rate results, 

we clearly see that service quality appears to be inferior in those hospitals adopting 

new governance formulas than in traditionally managed hospitals; coefficients for 

direct and non-direct management are both positive and statistically significant, 

particularly in the case of direct management. Among the controls variables, hospital 

size again seems to be a relevant factor when explaining service quality, larger hospital 

experiencing more complication episodes than smaller ones. Perhaps not surprisingly, 

our results also suggest that patient complexity increases the likelihood of adverse 

events such as medical and surgical complications. 

Table 5.2. Determinants of intra-hospital infections and complications in Madrid’s hospitals 
(2011-2013) 

 Intra-hospital infection rate Complications rate 

OLS RE OLS RE 

Coef. SE Coef. SE Coef. SE Coef. SE 

Non-direct 
Management 

0.426 0.720 0.438 0.653 0.591** 0.266 0.500** 0.247 

Direct 
Management 

-0.262 0.667 -0.224 0.769 2.052** 0.901 2.041*** 0.742 

Beds 1.626*** 0.439 1.633*** 0.487 0.891*** 0.181 0.771*** 0.207 

Nursing staff 0.000 0.018 0.001 0.030 -0.004 0.008 -0.007 0.010 

LOS 0.068 0.538 0.070 0.699 -0.184 0.203 -0.140 0.198 

Patient 
Complexity 

1.434 1.786 1.429 2.613 2.755*** 0.788 3.261*** 0.914 

Constant -6.108*** 2.244 -6.287** 2.520 -4.831*** 0.865 -5.033*** 0.876 

Observations 81  81  85  85  

Groups 29  29  29  29  

R-squared 0.4410  0.4108  0.6614  0.6579  

LM test   1.32    27.06***  

Notes: The asterisks ***,**, and * denote significance at the 1%, 5%, and 10% levels, respectively. 
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Turning now to the relationship between patient satisfaction, measured firstly 

through an index of patient hospital recommendation, and other variables under 

consideration, we find that satisfaction seems to be lower in non-direct managed 

hospitals compared to public managed hospitals (traditional and direct management 

formulas): the coefficient for the non-direct (private) management dummy variable is 

negative and statistically significant for both models (pooled OLS and RE).  Among 

the control variables, we find again that average LOS has a negative effect on patients’ 

satisfaction. On the other hand, patient complexity seems to be again positively related 

to the recommendation index, which mirrors previous findings from previous studies 

suggesting that more complex patients tend to be more satisfied with service quality. 

Finally, when assessing patient satisfaction measured now through and index 

of overall satisfaction with the service received, we observe slightly different results, 

in terms of statistical significance, in function of the estimator used. The pooled OLS 

estimates of the management dummy variables show both a negative sign, i.e. patients 

are more likely to report lower satisfaction levels when attending direct or non-direct 

managed hospitals, though this effect seems to be statistically significant only for the 

dummy variable accounting for non-direct (private) management models. As regards 

our control variables, pooled OLS estimates suggest that hospital size and average 

LOS have a negative and statistically significant effect on patient satisfaction, i.e. the 

bigger the hospital and/or the longer the hospitalization time, the lower the global 

satisfaction with the service.  

On the other hand nursing staff and patient’s complexity seem to be positively 

related to patient satisfaction when employing a pooled OLS model. These estimates 

broadly concur with those of our previous model predicting hospital recommendation. 
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However, for some variables such as the private management dummy, hospital size, 

nursing staff and patient complexity, although the coefficient signs remain unchanged, 

the significant effects in the pooled model become insignificant in the random effects 

model. Only the negative effect of the average LOS remains significant at the 10% 

level. In this light, though we cannot exclude the possibility that adding an error 

structure such as random effects is taking away most of the variation of the data in this 

case, we cannot robustly state that non-direct management models affect negatively 

patient’s satisfaction when measured though the overall satisfaction index. 

Table 5.3. Determinants of patient satisfaction and recommendation in Madrid’s hospitals 
(2011-2013) 

 Satisfaction rate Recommendation rate 

OLS RE OLS RE 

Coef. SE Coef. SE Coef. SE Coef. SE 

Non-direct 
Management 

-1.340** 0.589 -0.950 0.592 -1.453* 0.769 -1.459** 0.738 

Direct 
Management 

-0.310 0.923 -0.442 0.950 -0.947 1.449 -0.949 1.500 

Beds -0.856* 0.495 -0.391 0.495 -0.637 0.613 -0.647 0.660 

Nursing staff 0.043** 0.020 0.033 0.029 0.035 0.026 0.034 0.033 

LOS -1.809*** 0.423 -1.312** 0.626 -2.284*** 0.555 -2.288*** 0.661 

Patient 
Complexity 

4.795*** 1.811 1.883 2.511 6.962*** 2.060 7.012*** 2.717 

Constant 96.753*** 2.119 96.809*** 2.122 95.721*** 3.032 95.729*** 2.928 

Observations 85  85  85  85  

Groups 29  29  29  29  

R-squared 0.2225  0.1950  0.1966  0.1966  

LM test   6.39**    0.41  

Notes: The asterisks ***,**, and * denote significance at the 1%, 5%, and 10% levels, respectively. 

 

Despite the strengths of our analysis, the contributions of this study should be 

interpreted with care in the light of several limitations. Besides our data characteristics, 

which prevent us from using more sophisticated econometric techniques, the main 

limitation of this study is its reliance on aggregate indicators of service quality. First, 
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intra-hospital infections rates reflect the situation of the hospital at a given time of the 

year, and this situation may be different if the analysis of intra-hospital infections had 

been conducted in a different period of the year. Second, complications rates are 

heavily influenced by the accuracy and completeness of administrative data regarding 

the number of inpatients and discharges, thus administrative mistakes may bias this 

indicator. Third, both indicators of patient satisfaction are based on subjective self-

reports whereby patients might have different criteria for being satisfied with the 

service received. Despite these limitations, this is the first study to evaluate differences 

in healthcare quality across different hospital governance models from a vigorous 

adopter of market-driven mechanisms in healthcare such as Madrid. Therefore, we 

believe that our results may offer some important conclusions for policymakers about 

potential undesirable outcomes of healthcare marketization. 

5. Conclusions 

In this paper, we have analysed variations in healthcare quality attributable to the 

introduction of new governance models in hospitals belonging to the SERMAS. The 

case of Madrid is of particular interest because the implementation of market-driven 

mechanisms in health care has led to the adoption of many different management 

models to govern public hospitals from the 2000s; Madrid seems to be, therefore, a 

useful laboratory to assess differences between hospital governance models. To date, 

there is little scholarly work on an enthusiastic adopter of market-based hospital 

governance models such as Madrid.  

In general, our results suggest that traditionally managed hospitals provide an 

overall better quality of care, as measured by lower medical and surgical complications 

rates and higher hospital recommendation rates, than do other hospital governance 

models, particularly those involving the private sector, such as non-direct governance 
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models. However, it should be noted that despite these apparent differences between 

governance models, the results for intra-hospital infections suggest the possibility that, 

for some relevant dimensions of patient safety, different management models may 

perform similarly. 

These findings have highly relevant theoretical and practical implications. As 

such, our findings generally support the “quality shading” hypothesis advanced by 

Hart et al. (1997), and tend to confirm the argument advanced in that paper that health 

care may not be a good candidate for implementing market-based mechanisms, 

because the combination of private management and competition would not be as 

effective in health care as in another types of public services - such as garbage 

collection - making the case for traditional public governance models stronger. The 

theory of incomplete contracts seems therefore to provide a fruitful lens for 

understanding our findings, based on high-powered profit-maximization incentives 

faced by private firms, particularly in a setting such as health care management where 

service quality might be hard to measure and specify when drafting contracts between 

governments and private service providers. This may be especially important in the 

case of Madrid hospitals where previous research has not found efficiency gains 

derived from the implementation of new governance models. In this scenario, profit 

maximization incentives may result in non-desirable changes, including lower service 

quality, but also the destabilization of public sector jobs and salaries. This reinforces 

the notion that markets will prioritize economic interests above citizenship, 

particularly in non-perfect competitive environments.  

In sum, the development of a network of hospitals ruled by contractual 

agreements between the regional government from Madrid and public or private 
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providers appears to be associated with service quality erosion, at least, in some 

dimensions. Given the practical implications of these findings, along with previous 

research suggesting no efficiency gains derived from introducing market-based 

management models in Madrid, the policy ramifications of this study are that it might 

be worth to rethinking the ways in which the private sector gets involved in Madrid 

hospitals. Additionally, other ramifications are that any reform of the health system 

requires careful evaluation, for its effects on quality, efficiency, and so forth. 

Additional research is needed to overcome some of the limitations of our 

analysis, which also offer opportunities for further research. Firstly, having a relatively 

low number of years with publicly available information on hospital quality prevented 

us from using more sophisticated panel data techniques to account for potential sources 

of bias, such as potential dynamics on the dependent variable. Second, the dependent 

variables used in our analysis capture only a limited number of dimensions of 

healthcare quality, which may bias our results’ interpretation. The development and 

public availability of reliable additional indicators of healthcare quality would 

therefore be of great value for subsequent research. 
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Chapter 6. Public management reform in Southern Europe: 

The slow pace of public administration reform in Spain 

1. Introduction 

This chapter analyses responses by Spanish senior civil servants to the COCOPS 

survey on public administration reform. Spain is a unique case among the rest of the 

COCOPS countries since it is the only one where more public managers perceive the 

public administration system has worsened than those who perceive it has improved. 

Results also show the progress of public administration reform is generally perceived 

as being slower than the average COCOPS country32, particularly as regards efforts to 

improve public service quality and citizen involvement. We find there are three 

possible explanations for these trends.  

Firstly, Spanish public administration reform lagged behind many other 

countries and, once it really started to be implemented, was hindered by the outbreak 

of the crisis. Secondly, since the crisis, policy in Spain has pursued radical austerity. 

It is this sluggish progress in implementing reform, in addition to the deeply unpopular 

ways in which the government is handling the crisis, which may help explain why the 

results from the Spanish survey were so broadly negative. Third, the survey was 

conducted immediately after the conservative party won the elections. The negative 

perceptions may be linked to the incoming party’s negative vision of policy-making 

by the previous socialist government. Appendix C presents supplementary material 

about the survey implementation, sampling strategies, organizational context of the 

respondents, socio-demographic background, and so on.   

                                                 
32 For an overview of the survey results for the whole COCOPS sample see Hammerschmid et al., 2013 
(http://www.cocops.eu/wp-content/uploads/2013/09/WP3-Comparative-Report.pdf).  
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The rest of the chapter is divided into four parts. In the next section we provide 

a background to Spain’s public administration system; next, we analyse public 

administration reform and the adoption of managerial tools over the last forty years 

and discuss the survey results. The final section concludes by discussing the main 

outcomes and implications of recent Spanish administration reforms and possible 

future scenarios. 

2. Country background 

The Spanish politico-administrative organization is that of a decentralized state. 

Today, Spain is organized into seventeen regions known as autonomous communities 

(henceforth ACs) while the structure of public administration is based on three basic 

levels of independent and autonomous governments: general administration (central 

government), regional governments (ACs) and local authorities. From the democratic 

transition (mid 1970s) to the present, the Spanish public sector underwent major 

changes and reforms. These can be summarized as either being motivated to reform 

the former Francoist public administration model or, in the more recent period, to 

modernize and adapt to public administration trends in the world (Sáez et al., 2010).  

The first period of reform occurred from the late 1970s, as Spain undertook 

reforms to lessen the burden of the traditionally highly bureaucratized public 

administration while rendering more accessible previously “remote” centralized 

national bureaucracies. By the early 1990s, the concept of “reform” changed to 

“modernization”: efforts focused on improving the relationship between the public 

administration system and citizens, and rendering the public sector more efficient and 

effective. Under the conservative Popular Party (PP) government (1996-2004), the 

central focus of policy shifted to “total privatization” of public enterprises, reducing 

expenditure and complying with European Monetary Union criteria (Clifton, Comin, 
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& Diaz-Fuentes, 2007). Between 2004 and 2008, under the socialist party (PSOE) 

government led by Rodriguez Zapatero, Spain witnessed the most successful attempts 

of public administration modernization, with the implementation of the Plan 

Moderniza  (MAP, 2006) and the approval of the Law of State Agencies (2006). 

However, this modernization plan faced a major obstacle in the form of the ongoing 

financial and economic crises, where reforms have been driven — mainly — by 

budgetary pressures. As a consequence of the economic crisis, austerity policies have 

characterized public administration reform over the past five years.  

Before conducting a brief review of the most recent attempts to modernize 

public administration, and an analysis of survey results, it is important to highlight the 

context in which reforms were implemented, as well as mentioning some special 

features of the Spanish case. Three major events conditioned the evolution of the 

Spanish public administration over the last few decades: (i) decentralization, which 

occurred after the democratic transition; (ii) a belated political will to promote a 

welfare state while in other countries — such as the UK — the trend was retrenchment, 

and; (iii) European Union integration (Parrado, 2008). Today, a fourth event conditions 

the adoption and implementation of public sector reforms in Spain: (iv) the ongoing 

economic crisis. This crisis is significantly influencing public policy as well as the way 

in which citizens and civil servants perceive public administration reform. 

Additionally, there are other key factors which help explain the way the 

Spanish public administration is run. Firstly, the process of political decision-making 

in Spain has traditionally been characterized by a high degree of centralization and the 

strong influence of the political élite in that decision-making process. Generally, the 

formulation and implementation of public policies and programmes have been 
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entrusted only to the highest levels of the Spanish public administration. Although 

there have been some recent changes in this regard — such as the increasing 

decentralization of political power and the trend towards more consultancy from 

external organizations, including think tanks — the degree to which key stakeholders, 

such as citizens or trade unions, participate in policy-making is still relatively low in 

Spain, compared to other European countries. Another factor when analysing the 

Spanish politico-administrative context is the extensive politicization of the Spanish 

public administration. Many politicians — or personnel linked to political parties — 

have occupied the upper layers of public institutions, public or semi-public enterprises 

and other public organizations, creating a tradition of patronage practices. Nieto (1996) 

described the 1980s reforms as generating a "spoil system" model, where the political 

party that wins the election holds a leadership position in the public sector. It is, 

therefore, common that leading political party members replace, or displace, experts 

and/or highly-qualified public servants in the upper levels of the public administration. 

3. Public sector reforms in Spain 

Torres and Pina (2004) argued that, though the Spanish public administration system 

has been reformed multiple times, relatively little visible change resulted. This reform 

was justified by the need to modernize the entire Spanish public administration in order 

to improve public service delivery and coordination and cooperation among 

government levels.  

The first significant attempt to modernize the Spanish public administration 

started in 1986, under the PSOE government, with the creation of the Ministry for 

Public Administration (MAP). These efforts lasted for almost eight years (Gallego, 

2003). Within this period, the paper Reflections for the Modernization of the State 

Administration (MAP, 1989) included proposals to implement policies designed to 
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pursue efficiency, effectiveness, managerial devolution, contracting and procurement, 

and auditing and evaluation (Parrado, 2008; Torres and Pina, 2004; Gallego, 2003).  A 

new vision was asserted whereby “managing” staff would treat citizens as consumers 

of public administration services, in line with the NPM concept. Also in 1989, the 

MAP began a process of internal debate about public management modernization 

through the elaboration of the Delphi Study on modernization of operating procedures 

in public administration. As a result, in 1992, the Plan for Modernization of the 

Central Government (MAP, 1992) was approved (Sáez et al., 2010).  

With the victory of the conservatives (PP) in 1996, the impetus for reform and 

modernization shifted to liberalization, privatization, deregulation and public 

expenditure reduction, in line with the PP ideology in that period. The MAP published 

the White paper on the improvement of public services (MAP, 2000), in order to 

introduce NPM-related policies and to enhance coordination between government 

levels (Sáez et al., 2010).  

Torres and Pina (2004, p.450) are scathing about the outcome of these efforts: 

“there have been White Papers, various laws aimed at giving legal support to reforming 

decisions, less actual implementation of these laws and reforms, and a complete lack 

of evaluation of results. All of this explains the absence of noticeable changes. Spain 

could serve as a paradigmatic case of double talk”. In other words, multiple reform 

efforts did not finally make much difference as strategies were not fully developed, 

and wishful thinking was not translated into concrete policy strategies, objectives and 

goals. Moreover, despite the fact reform discourse stated change would be effected 

“bottom-up”, in practice, reform was usually implemented “top-down”. For example, 
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the main actors responsible for introducing policy were either the prime minister’s 

office or the MAP (Alba & Navarro, 2011). 

A notable exception to this rather negative assessment was the period between 

2004 and 2008, under the government of the PSOE. In this period, various measures, 

including the implementation of new technologies, administrative digitalization, 

electronic signature and service points for customers, were introduced. These efforts 

culminated in the “Plan Moderniza” (2006-2008) (MAP, 2006), which aimed to 

improve the efficiency and flexibility of public administration, and to develop e-

Government initiatives (Sáez et al., 2010). The Law of State Agencies (2006) was also 

enacted, which aimed to promote further modernization. However, these efforts to 

modernize and improve the Spanish administration came to an abrupt end from 2010, 

when the consequences of the crisis became starkly apparent in Spain. Reform from 

then onwards was driven by austerity policies (Warner & Clifton, 2014). Civil 

servants’ wages were frozen or cut, new public employment jobs were virtually 

eliminated, unemployment benefits were reduced or eliminated, pensions were frozen 

and staff levels at central, regional and local government levels was reduced. Table 6.1 

shows the key public sector reforms occurred in Spain throughout the period covering 

the transition to democracy to the present. 
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Table 6.1. Spanish key administrative reforms 

Period 
 

Reform focus Mechanism 

1977-1984 Organizational reforms 
Civil service reorganization 

Legal reforms 

1990-1995 New relationship with citizenship 
Changes in organizational management 
(budgeting, human resources, etc.) 

White paper 
Legal reforms 
Modernizing plans 

1997-2004 PA organization 
Evaluation of public services 

Legal reforms 
White paper 

2004-2008 PA organization 
Civil service 
Service provision 
E-government 

Legal reforms 
Development of new ICTs 

2008-2012 Cutback measures Legal reforms 
Budgetary constraints 

Based on Alba and Navarro (2011). 
 

It is in this context that our analysis of Spanish civil servants must be placed. 

How do public managers perceive themselves in this situation? The evidence based on 

the COCOPS survey seems to support what has already been suggested. Figure 6.1 

reports respondents’ perceptions of reform trends at the policy field level. We can see 

that some variants of NPM-type reform, such as privatization, flexible employment or 

agentification, are perceived as having had only limited relevance in Spain over the 

past five years. A fourth clearly NPM-related policy, contracting out, is perceived to 

have been implemented more systematically. These perceptions make sense, firstly, 

because privatization is associated with the sale of public enterprises, whilst 

outsourcing is a form of privatization more prevalent in the public administration 

sector and, secondly, because most public enterprise sales were done previously, 

between 1983 and 2004, as we will discuss later. Other perceptions are that cutting red 

tape, digital e-government and open government, are prevalent type of reforms in 

Spain.  
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When Spain is compared from an international comparative perspective, public 

sector managers from other countries perceived, in general, a much more frequent 

implementation of, particularly; flexible employment, focusing on outcomes, 

collaboration among public sector actors, agentification, customer orientation and 

citizens’ participation. Reform trends associated with public sector downsizing and e-

government initiatives seem to be in line with the overall COCOPS sample. In general, 

the results may suggest the latecomer position of the Spanish public administration as 

regards public sector reforms. 

 

Figure 6.1. Importance of reform trends (Q: How important are the following reform trends 
in your policy area?) 

 

A second question is how public managers perceived the reform dynamics. 

When asking about the dynamics of public sector reform (see Figure 6.2), we are 

interested in exploring how public sector managers evaluate the reforms that have been 
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Transparency and open government

Public sector downsizing

Digital or e-government

Spain COCOPS average
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implemented. With regard to the overall assessment of the success of public 

administration reforms in Spain, the overall picture is clear: over one third of 

respondents perceive the reforms as unsuccessful. As regards the consistency of the 

reforms, there is no consensus, and the results are split down the middle. The same is 

true for the category “demanding” versus “not demanding enough”. Turning to drivers 

and dynamics of reform the picture is again clear; public sector reform in Spain seems 

to be implemented predominantly without much public involvement and follows a 

“top-down” approach. In addition, the perception is that reforms are more about cost-

cutting and savings than about service improvement. From an international 

comparative perspective, public sector managers from other countries perceived, in 

general, that reforms were more successful when there was greater public involvement 

and where reforms aimed to improve public service and not just cut costs. 

 

Figure 6.2. Reform dynamics 
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4. Managerial tools and instruments 

In Spain, the adoption of managerial tools and instruments occurred, generally, within 

the context of the main reforms described in section 3, and can be summarized 

according to the following classification: (i) organizational tools; (ii) personnel 

management tools and; (iii) budgetary instruments.  

As regards organizational tools four key managerial tools have been 

implemented: decentralization/devolution; the privatization of public enterprises; 

introduction of quality management; and agentification. Firstly, decentralization 

started at the beginning of the 1980s with the creation and operation of regional 

governments and the establishment of the basic regulation of local governments. Over 

the last three decades Spain has moved from a highly centralized state to a regional 

state (Torres & Pina, 2004). Perhaps surprisingly, the traditional Napoleonic model 

was reproduced at the regional level. In other words, the Napoleonic model of 

bureaucracy was replicated on a regional scale across the country (Alba & Navarro, 

2011). Secondly, the public enterprise privatization process started in 1983, and can 

divided into two stages, which correspond roughly to the governments of the PSOE 

(1982-1996) and the PP (1996-2004) (Comín & Díaz-Fuentes, 2004). In the first stage, 

the socialist government reorganized the public enterprise sector, improved its 

management and implemented a certain degree of privatization called — 

euphemistically — “de-investment” (Clifton et al., 2003; 2007). In the second stage, 

under the PP, the process shifted to “total privatization”, changing radically the degree 

of privatization and also its ideological approach. Thirdly, the MAP first introduced 

quality management in the Spanish public administration through Royal Decree (RD) 
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208/199633 and RD 1259/199934, while at the same time encouraged other 

organizations to implement self-evaluation instruments and the use of international 

quality standards, such as the International Standards Organization (ISO) (Parrado, 

2008). In particular, RD 1259/1999 aimed to implement service charters in order to 

improve public service delivery and promote transparency and user empowerment 

(Torres & Pina, 2004). Finally, regarding agentification, the 2006 Law of State 

Agencies aimed to create more autonomous agencies and convert the “juridical jungle 

of quangos into a standard public agency model” (Alba & Navarro, 2011, p.797). In 

addition, the Law of State Agencies aimed to enhance the quality of public services, 

implement management by results instruments, establish service points to customers, 

improve policy design within agencies, favour cooperation and collaboration among 

different bodies, and promote monitoring and evaluation of public services. 

Personnel management tools were first introduced in 1984, through the most 

significant law affecting civil service: Law 30/1984 of Civil Service. While the main 

objective of this Law was to dismantle the traditional administrative structure based 

on civil servants corps, it also introduced some managerial techniques such as 

performance related pay (Parrado, 2008). According to Alba and Navarro (2011, 

p.793), the civil service reform induced by this law made the administration more 

politicized and favoured the use of “free designation” mechanisms of public service 

employment, perpetuating, therefore, the 1980s “spoil system”. As a consequence, 

policy-making in Spain remained characterized by inefficiencies. It is important to 

                                                 
33 Royal Decree 208/1996, of regulating management information services and citizen attention 
services. 
34 Royal Decree 1259/1999 of regulating service charts and quality awards within the public 
administration. 
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highlight that although performance-related-pay schemes are in place, they did not 

play a significant role except in some state agencies (Parrado, 2008). 

Turning our attention to budgetary instruments, Spain firstly introduced new 

budgeting techniques, such as PPBS (Planning Programming Budgeting System) and 

accrual accounting from the late 1970s, in parallel with the transition to democracy 

(Parrado, 2008). It was for the first time mandatory for all government organizations 

and departments to address specific targets such as expenditures (Alba & Navarro, 

2011). In 1992, the Plan for Modernization of the Central Government, aimed to 

introduce financial and budgetary management, procurement, organization and 

evaluation (Parrado, 2008). Next, the new organizational formulas derived from the 

Law of State Agencies (2006), established the mandate to use cost accounting systems 

in the new state agencies with the aim of enhance the decision-making process but, 

cost accounting systems are not widely implemented in the Spanish central 

government beyond those agencies and similar public organizations.  

So, how do civil public managers perceive the implementation of managerial 

tools in Spain? From the survey results we see how management instruments are not 

considered very relevant at the level of organizations. Perception is that no one concept 

has been systematically implemented (see Figure 6.3). The only instrument used by a 

relatively high share of the respondents is that of customer service points. Extremely 

infrequent are performance-related-pay and risk management, and instruments 

fostering management autonomy, such as the decentralization of staffing decisions or 

financial decisions. Other managerial tools such as cost accounting systems and 

benchmarking do not seem to be used much. With regard to codes of conduct and 
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quality management systems, no clear patterns are observable. Their implementation 

and usage seem to be limited. 

 

Figure 6.3. Relevance of different management instruments (Q: To what extent are the 
following instruments used in your organization?) 

 

Public sector  managers in the overall COCOPS sample use these instruments 

to a much greater extent than Spanish managers, particularly performance appraisals, 

business/strategic planning, codes of conduct, management by objectives, 

performance related pay, cost accounting systems and benchmarking. Hence the 

findings of this survey confirm that overall perceptions are that public management 

reform have been relatively modest. 
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5. Outcomes and implications 

Broadly speaking, perceptions about the outcomes of public management reforms do 

not seem to be either positive or negative, mostly because the implementation of new 

managerial instruments and tools was not very significant, with the notable exception 

of some state agencies and organizations ruled by the 2006 Law of State Agencies. 

Many of the earlier reform or modernization efforts were rhetorical, but were not fully 

implemented, and the limited managerial reform that was implemented affected only 

specific agencies (Alba & Navarro, 2011). Survey evidence confirms again the 

assessment of Spain resorting to “double talk” (Torres & Pina, 2004, p.450); the 

absence of visible changes may be related to the lack of political will to actually 

implement the reform packages, at least as regards the pre-2004 stage periods.  

This may explain the relatively negative perceptions held by public managers 

as reflected in the COCOPS survey when asked about reform outcomes. Of course, the 

survey, which refers to reforms over the last five years, has been mostly characterized 

by radical cost-cutting measures. This is a possible explanation for why respondents’ 

hold such negative views of the Spanish public administration. In other words, their 

perceptions may be being heavily influenced by general discontent about cutbacks. 

Importantly, the survey was conducted shortly after the parliamentary elections, where 

the ruling party changed from the socialists to the conservatives. This shift meant a 

replacement of personnel from the upper layers of the public administration, which 

may have also influenced the survey results, since the newly appointed top public 

managers (generally linked to the new ruling party) may have had a quite negative 

view of those policies implemented under the previous government. 
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Turning to the survey results, a relatively low share of respondents states that 

the way public administration is run in Spain has clearly improved. This could be 

interpreted as being influenced by the ongoing austerity over the five years. 

Interestingly, the Spanish case is the only one in the whole COCOPS sample in which 

a greater number of respondents feel that the public administration performance has 

worsened in the past five years in relation to those who believe that the public 

administration performance has improved (Alonso & Clifton, 2013). It may be 

misleading, however, to measure outcomes of public administration in such a one-

dimensional way. We therefore provided the respondents with a more nuanced 

question addressing a spectrum of different performance dimensions as found in public 

management literature (see figure 6.4).  

The most positive results can be found for ethical behaviour among public 

servants, equal access to services and fair treatment of citizens, which is interesting 

since equity should be a key performance dimension. Relatively positive results can 

be observed for service quality, transparency and openness, and innovation. However, 

we do not observe such positive results for other key dimensions; one concern is that 

a majority of respondents stated that citizens’ trust in Government has deteriorated. A 

second concern is the vision held by public managers about the evolution of social 

cohesion and citizen participation. Over one third of respondents believe that social 

cohesion and citizen participation have deteriorated over the past five years. In 

addition, respondents also believe that public servants’ motivation towards work has 

deteriorated significantly, and that the public sector as an employer is less attractive. 
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Figure 6.4. Different outcomes perceptions 

 

With regard to the other aspects such as cost and efficiency, policy 

effectiveness or cutting red tape, the assessments are rather diverse with similar shares 

of respondents observing improvements and deteriorations. Again, the results for the 

overall COCOPS sample are remarkably different. Most of the different performance 

dimensions are perceived more positively in the overall sample, particularly as regards 

citizen trust in government, citizen participation, social cohesion, service quality, cost 

and efficiency and staff motivation (see Hammerschmid et al., 2013).  

To briefly conclude, explaining the perceived failure of administrative reforms 

implemented over the last few decades is complex. Different contextual factors, the 

Napoleonic administrative tradition, civil servants’ resistance and lack of political will, 

may have all played a crucial role in the reforms’ outcome. As regards the period 

analysed by the COCOPS survey, one could argue that one of the main problems faced 

by the Spanish public administration over the past five years is that there have not been 
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“real” organizational reforms, beyond the application of the Spanish Constitution, 

article 135 (Stability Act), and austerity politics. A major and significant reform of the 

Spanish public administration is still on hold.  

Will Spanish policymakers face this pending deep public administration 

reform? It seems that there is now an ideological decision to use the ongoing economic 

crisis to restructure the public service provision model but there are few signs of a deep 

public administration reform, beyond an unclear ongoing legislative reform of local 

government restructuring, which should lead to a radical transformation of the local 

public administration. What is most clear, perhaps, is the ongoing trend to dismantle 

the welfare state.
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Conclusions 

1. Main results 

The role of government in the economy has been one of the most controversial and 

discussed topics in economic theory.  It is widely accepted, however, that an effective 

and efficient public sector to perform the multiple functions required of government, 

such as the provision of essential public services, is a key component of a strong 

economy and has a significant impact on life quality for all citizens. 

It was in particular from the end of the 1990s when scholars and policy-makers 

increased their attention to uncover to what extent public sector reforms pursued from 

the 1980s onwards in Europe and around the world were actually having the desired 

effects on public sector efficiency and effectiveness (Pollitt, 2002). In Europe, research 

focused on the need to evaluate the success or otherwise of the modernization of public 

administration and NPM.  

In this research we aimed to contribute to the literature on public sector reform 

from an empirical standpoint, by testing theoretical predictions based on economic 

theory about how selected NPM-related policies affected the public sector 

performance, particularly in terms of spending, employment, efficiency and quality. 

In chapter 2, our analysis sought to quantify the effects of two NPM-related policies, 

such as outsourcing and administrative decentralization, for the public sector size in 

15 EU countries over the last two to three decades. We found that outsourcing was not 

associated with a reduction in the public sector size as regards expenditure and 

employment. In contrast, our analysis suggests that cost savings may be possible due 

to decentralization policies, particularly when resources decentralization is 

accompanied by greater autonomy. We did not find, however, that decentralization led 
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to a reduction in public sector employment. Overall, these results may indicate that the 

observed decline in government outlays in the late 1980s and 1990s may not 

necessarily be truly associated with NPM-style reforms such as outsourcing, but, 

rather, simple cost-cutting reform. Moreover, decentralization may have little or 

nothing to do with NPM; rather, this may be a product of political decisions. It should 

be noted that although our results seem robust to different specifications, the empirical 

specification did not allow for the establishment of strong causal relationships, mainly 

due to potential endogeneity issues, thus results must be interpreted with caution. 

To overcome some of these limitations, we decided in chapter 3 to narrow the 

scope of this research focusing on market-driven mechanisms such as government 

outsourcing, and we developed a more robust model by expanding the number of 

countries analysed, addressing potential endogeneity issues, controlling for 

institutional and political factors, and including expenditure dynamics in our model.  

In addition, we moved our analysis from the general government level (all tiers) to the 

central government level since we believed that aggregating all government tiers could 

be a source of bias. The reason for this is that outsourcing outcomes may vary across 

government tiers, since central government levels provide different kind of services 

than those provided at the sub-national levels. Different services have varied market 

characteristics, leading to greater or smaller associated transaction costs, which may 

affect overall savings. Nevertheless, we found again that outsourcing failed to reduce 

government expenditures at the central government level, in fact, the result of 

outsourcing seems to be an increase in government spending. This finding persists 

even after controlling for expenditure dynamics as well as addressing potential 

endogeneity issues. 
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It should be noted that chapter 2 and chapter 3 results are at aggregate levels 

(general and central government level respectively), thus by analyzing the effects of 

outsourcing at relatively high levels of aggregation, we may overlook that outsourcing 

did actually bring about savings in particular countries and sectors, but not in others, 

so that, on balance, higher government expenditures were found (the opposite applies 

for decentralization policies). Whilst a given policy, such as outsourcing or 

decentralization, may work well when the required institutions are in place, it may not 

function as predicted without those institutions. Similarly, a policy which works to 

establish competition in one sector, such as mobile telephony, may not work in other 

sectors, such as healthcare.  

It is precisely healthcare reform the focus of chapters 4 and 5, where we 

analysed the case of one of the most enthusiastic adopters of NPM-style reforms in 

Spain; the regional government from Madrid. In chapter 4 we addressed the question 

of how adopting NPM-style hospital governance models affected hospitals’ efficiency. 

We found no differences in terms of technical efficiency between traditionally 

managed hospitals and those adopting NPM-related management formulas. In 

addition, we found different management models among hospitals with higher — and 

lower — efficiency scores, which may suggest that what really matters is the individual 

hospital management, not the management model itself. 

This absence of evidence about efficiency gains derived from implementing 

new hospital governance models in Madrid opens the door, therefore, to asking further 

questions, such as the impact of adopting such governance models on quality of care. 

Chapter 5 addressed this important question. Economic theory predicts that if a private 

firm does not generate profits by improving efficiency, profit maximization incentives 
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may have a downward effect on service quality, especially when service quality is 

difficult to measure which seems quite likely to occur in the healthcare sector. Our 

results support this view since we found that traditionally managed hospitals provide 

an overall better quality of care, as measured by lower medical and surgical 

complications rates and higher hospital recommendation rates, than do other hospital 

governance models, particularly those involving the private sector such as different 

forms of PPPs. 

In the final chapter, we moved from the analysis of official statistics and 

particular policies or sectors to a more general, descriptive, analysis of innovative data 

collected by the author and advisors of this dissertation. This final chapter analysed 

responses by Spanish senior civil servants to the COCOPS survey on public 

administration reform. Spain is a unique case among the rest of the COCOPS countries 

since it is the only one where more public managers perceive the public administration 

system has worsened than those who perceive it has improved. Results also show the 

progress of public administration reform is generally perceived as being slower than 

the average COCOPS country, particularly as regards efforts to improve public service 

quality, social cohesion and citizen involvement (for an overview of the whole 

COCOPS survey for Spain we refer the reader to Alonso & Clifton, 2013: 

www.cocops.eu/wp-content/uploads/2013/06/Spain_WP3-Country-Report.pdf ). We 

concluded that a major and significant reform of the Spanish public sector is still on 

hold.  
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What practical and theoretical implication can be extracted from our findings? 

Despite the limitations of this research, discussed within each chapter, our findings 

may help to increase our understanding of how selected NPM-based policies affected 

public sector performance, which, in turn, may help to better shape future public 

policies. First, our results suggest, overall, that NPM-related policies were not as 

beneficial as predicted by NPM advocates. Although there will be multiple occasions 

where market-based mechanisms, such as outsourcing and/or the use of PPPs, led to 

improving public sector performance, our findings clearly point that, within our 

research context, it did not happen. This is, we believe, an interesting finding in itself, 

contributing to the ongoing discussions about whether economic policy can be applied 

as one single recipe. In the aftermath of some of the perceived failures of development 

policy, such as those inscribed in the so-called Washington Consensus (Williamson, 

1990), there is growing debate amongst policy scholars as whether policy can be 

recipe-driven, that is, a one-size-fits-all solution for implementation, or whether policy 

needs adapting, prior to its implementation, because the context of policy matters. This 

debate has taken place in some of the most prestigious scholarly journals in the world, 

such as, for example, the discussions between Justin Y. Lin, former World Bank’s first 

Chief Economist, Joseph Stiglitz and Dani Rodrik, versus Anne Kruger (see the debate 

in Krueger, 2011; Lin, 2011; Rodrik, 2011; Stiglitz, 2011).   

Second, our research highlights that transaction costs economics, common pool 

problems, fiscal illusion issues, theory on interest groups, along with the theory of 

incomplete contracts, may offer an especially useful framework for analysing the 

effects of implementing market-based policies in public service delivery. Our findings 

also suggest that policy-makers should think very carefully about the limits of contract 
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specification and organizational capabilities when considering the involvement of the 

private sector in the provision of public services. 

Finally, our results are in line with a growing empirical evidence merged at the 

local, regional and national levels finding that, though NPM had some unquestionable 

successful stories, it also may have significant undesired effects. These included not 

only failures to achieve efficiency gains and/or service quality deterioration as our 

findings suggest, but also the potential undermining of the capacity to coordinate the 

public sector – as NPM was associated with fragmentation – or the decline of social 

cohesion – as NPM was associated with treating citizens as consumers (Andrews, 

Guarneros-Meza, & Downe, 2015; Clarke & Newman, 2007). In this light, our 

findings support, we believe, the increasing claim among the scholarly community to 

move beyond NPM practices and develop a new theory of public service delivery more 

focused on the “needs and expectations of citizens and service users” (Osborne et al., 

2013, p.141). 

2. Future research agenda 

Although the popularity of NPM has faded somewhat since the initial enthusiasm 

displayed during the 1980s and the 1990s (Osborne et al. 2013), NPM-related policies 

such as implementing market-based mechanisms seem to be again on the rise, since 

governments continue to search for means of reducing public sector budgets in the 

ongoing crisis (Andrews & Van de Walle, 2013). Therefore, a better understanding of 

the consequences of implementing NPM-related policies in general, and marketization 

policies in particular, is required. Our research results, along with its limitations, may 

open the door for interesting future research lines to follow-up.  
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First, our study has focused on the analysis of selected NPM-related policies 

on government outlays. This is not to forget, however, that NPM pursued not only a 

slimmer public sector, but also, a more effective public sector, aimed at increasing 

consumer satisfaction and choice. Clearly, though outsourcing did not lead to a smaller 

public sector, if public sector working conditions and/or social welfare were 

strengthened, this could be interpreted as a benefit of such a policy. In this light, given 

the OECD’s recent work on outsourcing and decentralization indicators, future 

scholarship on the comparative effects of NPM can probe deeper into the effects of 

outsourcing and decentralization by sector and country, to identify when and where 

policies work and fail, regarding cost savings, but also social welfare. 

Second, our theoretical predictions pointed that outsourcing may not have the 

desired effect in terms on public spending due to the existence of high transaction 

costs, fiscal illusion, common pool problems, pressures from interest groups and 

negative externalities derived from outsourcing policies. Unfortunately, our aggregate 

approach prevented us from isolating each of these potential negative effects. Although 

there are some noteworthy studies on outsourcing focusing on the effects of transaction 

costs on particular sectors, future research on how common pool problems, fiscal 

illusion, interest groups and negative externalities may influence outsourcing 

outcomes would undoubtedly cast considerable further light on the relationships we 

identify here.  

Third, our study has focused on healthcare reforms in Spain, particularly the 

implementation of new hospital governance models in Madrid.  Next steps for future 

research include overcoming some of the limitations of these two studies by using 

additional data on more years as soon as this is available; and to answer some of the 
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questions raised by this research, such as identifying the drivers of healthcare reform 

implementation in Spain. Research evaluating healthcare policy in Spain would be 

considerably facilitated if data on the Spanish NHS was rendered more transparent. 

Yet, there are some aspects of new governance models versus traditionally managed 

models of hospitals that we are unable to garner reliable information, such as the 

quality of physicians in different institutions and/or the use of innovative treatments 

or equipment. Moreover, data capturing the distinctive characteristics of different 

organization models would enable the role of comparative governance models’ 

advantage to be explored in full. In particular, it is conceivable that the positive 

relationship between public management and some dimensions of healthcare quality 

is attributable to the public service motivation and ethos of publicly employed staff 

(see Koumenta, 2011). Finally, our research is restricted to hospitals’ governance 

models in a single regional context. Evidence on healthcare quality in Spain from 

settings other than Madrid, and from systematic comparative studies, would prove 

invaluable in moving forward our theoretical and empirical understanding of adopting 

new governance formulas in the Spanish NHS.  

From a broader perspective, and moving beyond the analysis of NPM, the 

actual challenges and pressures faced by public sectors from EU countries open the 

door to other fascinating future research lines, putting innovation and the use of new 

technologies in the public sector at the centre of the research focus. Although the 

interest in driving innovation in public service provision constituted one of the central 

objectives of NPM, this doctrine has been heavily criticized on the grounds that its 

approach to innovation focused mostly on the “product” since it borrowed managerial 

practices from the manufacturing industry (Osborne, 2010), which may also help to 

explain some of our previous findings. New descriptive perspectives on public sector 
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reform have since emerged, such as the New Public Governance (NPG) (Osborne, 

2010). NPG conceives the public sector as a system of services, and a citizenship as 

fragmented, meaning that it requires plural and pluralist services. By conceptualizing 

the public sector as a service, NPG stresses that innovation is required across all 

processes, products, services and delivery stage (Osborne et al. 2013). Innovation is 

considered now one crucial aspect in the quest to improve public services, adaptation 

of services to citizenship needs and to obtain value for money in service provision. In 

essence, there is an urge for the innovation and modernisation of public administration 

to maximize the public service delivered to the citizenship and local economy from 

their continuously more stringent resources. 

In this line, the need for a greater integration and inclusion of citizens in the 

value chain is configured as one of the decisive factors pressurizing for public service 

transformation. Recent technological changes are modifying the conditions 

surrounding the production and consumption of public services. These changes include 

the search for creativity in the production and consumption of public services, as well 

as the continuous growth of digital technologies. These contextual changes affect all 

levels of government responsible for providing a wide range of infrastructure and 

welfare services to citizens, particularly, the local government level. Mobile devices, 

e-platforms, and social networks, among others, are opening new ways of interaction 

between citizens and governments, allowing governments to offer personalized 

services that the citizens perceive as “value for their money” as well as faster response 

time and interaction to concerns expressed by the citizens. Technological changes have 

given rise to the creation of active platforms with proactive users (web 2.0 - web 3.0), 

capable of improving the interactions between administrations and citizens and 

enhancing co-production. 
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Additionally, demographic changes are affecting the behaviour of these 

citizens known as “digital natives”, who have come to depend on internet and new 

technologies. A change in patterns of use and expectations of “digital citizens” and 

public service provision is occurring whereby citizens, formerly passive and 

unmotivated to become involved in public service provision are increasingly becoming 

more active and participative in the same. In the same way, one essential characteristic 

of innovation in public service innovation is that it is inclusive. In contrast to private 

sector innovation, public sector innovation should be centred particularly in some of 

the most socially vulnerable groups such as the ill, elderly and socially disadvantaged 

groups such those with lower education, affording them a more efficient service 

provision from the economic, financial and especially social point of view.  

Following Osborne, Radnor, Kinder and Vidal (2015), an agenda of empirical 

research to test the insights and limitations of these rather new approaches to public 

service delivery is needed, to help in developing new theories of public sector 

management, beyond NPM ideas. 
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Conclusiones 

El papel del Estado en la economía ha sido, probablemente, uno de los temas más 

polémicos y discutidos en economía. Sin embargo, existe cierto consenso sobre el 

hecho de que un sector público eficaz y eficiente, incluyendo la prestación de servicios 

públicos esenciales, es un componente clave de una economía robusta, y constituye 

uno de los pilares fundamentales sobre los que se sustenta la calidad de vida de la 

ciudadanía. Desde finales de la década de los noventa del siglo pasado, tanto 

académicos como gestores públicos incrementaron notablemente sus esfuerzos por 

analizar en qué medida las reformas del sector público acaecidas desde la década de 

los ochenta, tanto en Europa como a nivel mundial,  obtuvieron los efectos deseados 

en relación a la mejora de la eficiencia y eficacia del sector público (Pollitt, 2002). A 

nivel europeo, el análisis de dichas reformas se centró, principalmente, en la 

evaluación del éxito — o fracaso — de la modernización de la administración pública 

asociada a doctrinas como la Nueva Gestión Pública (NGP). 

En la presente tesis doctoral, nuestra intención ha sido contribuir a la literatura 

relacionada con las citadas reformas del sector público desde un punto de vista 

empírico, a través del contraste de predicciones teóricas basadas en aquellas teorías 

económicas relacionadas con el efecto de implementar políticas de corte NGP sobre el 

rendimiento del sector público, particularmente en relación a la dimensión, eficiencia 

y calidad del sector público. 

En el segundo capítulo realizamos un análisis econométrico con el objetivo de 

cuantificar el efecto en la dimensión del sector público de dos políticas asociadas a la 

NGP — externalización y descentralización administrativa — en quince países de la 

UE durante la últimas tres décadas. Nuestros resultados sugieren que las políticas de 
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externalización no han contribuido a la reducción del tamaño del sector público, tanto 

desde el punto de vista del gasto como del empleo público. Por el contrario, nuestro 

análisis indica que las políticas de descentralización administrativa pueden generar un 

ahorro de costes significativo,  sobre todo cuando la descentralización de recursos va 

acompañada de una mayor autonomía administrativa. Nuestro análisis no indica, sin 

embargo, que la descentralización haya estado asociada con una reducción en el 

empleo público. En general, estos resultados ponen de manifiesto que el descenso 

observado en los gastos gubernamentales durante los años ochenta y noventa podrían 

no estar relacionados con políticas de corte NGP como la externalización, sino que la 

citada reducción de gastos puede estar asociada a una simple política de recorte del 

gasto público. Este hecho se ve confirmado, en cierta medida, por los resultados a nivel 

europeo de la encuesta COCOPS. Por otra parte, hay que tener en cuenta que las 

políticas de descentralización pueden no reflejar la adopción de políticas estilo NGP 

por parte de los diferentes gobiernos europeos, sino ser resultado de meras decisiones 

y/o tensiones políticas no relacionadas con la NGP. Conviene señalar que, a pesar que 

nuestros resultados parecen robustos a diferentes especificaciones del modelo, nuestra 

especificación empírica no permite el establecimiento de relaciones de causalidad, 

principalmente debido a posibles problemas de endogeneidad, por lo que estos 

resultados deben ser interpretados con cierta cautela. 

Para superar esta importante limitación, en el tercer capítulo decidimos reducir 

el ámbito de esta investigación y centrarnos en mecanismos de mercado como la 

externalización de servicios públicos. De este modo desarrollamos un modelo 

econométrico más robusto ampliando el número de países analizados, abordando 

posibles problemas de endogeneidad, controlando por diferentes factores 

institucionales y políticos, e incluyendo dinámicas de gasto público en nuestro modelo. 
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De manera adicional, nuestro análisis se traslada del nivel nacional (suma de los 

niveles de gobierno central, autonómico y local) al nivel de gobierno central, ya que 

consideramos que agregar todos los niveles de gobierno podría ser una fuente de sesgo. 

El principal motivo para redefinir el nivel de nuestro análisis es que el impacto 

asociado a las políticas de externalización puede variar en función del nivel de 

gobierno analizado debido, entre otras causas, a la diferencia existente entre los 

servicios públicos que provee cada nivel administrativo, con las diferentes 

características de los mercados asociados. De toda manera, nuestros resultados 

sugieren de nuevo que las políticas de externalización no han sido eficaces a la hora 

de reducir los gastos gubernamentales a nivel del gobierno central, incluso después 

considerar posibles dinámicas de gasto público y  hacer frente a problemas de 

endogeneidad. 

Conviene señalar de nuevo que los resultados tanto del capítulo segundo como 

el tercero son a nivel agregado, por lo que existe el riesgo de pasar por alto que las 

políticas de externalización (y descentralización) han podido tener efectos positivos en 

relación a la contención del tamaño del sector público en algunos sectores y/o países, 

pero no en otros, por lo que de media nuestros resultados reflejan la falta de eficacia 

de las citadas políticas de externalización (lo opuesto puede aplicarse a las políticas de 

descentralización).  Mientras que una determinada política pública, como la 

externalización o la descentralización, puede tener efectos positivos en determinados 

contextos institucionales, puede no funcionar como se esperaba en otros. Del mismo 

modo, determinadas políticas públicas cuyo objetivo sea fomentar la competencia en 

un sector determinado, como puede ser la telefonía móvil, puede no funcionar 

correctamente en otros sectores, como, por ejemplo, la sanidad.  
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Es precisamente el tema de las reformas sanitarias el objeto de estudio en los 

capítulos cuarto y quinto, en los cuales analizamos el caso de uno de los gobiernos 

regionales que han adoptado con mayor entusiasmo reformas estilo NGP durante las 

últimas décadas en España; el gobierno de la Comunidad de Madrid. En concreto, en 

el capítulo cuarto analizamos si la implementación de políticas estilo NGP en la 

sanidad madrileña ha contribuido a aumentar la eficiencia de los hospitales 

pertenecientes al SERMAS. Nuestros resultados sugieren que no existen diferencias 

en términos de eficiencia técnica entre hospitales gestionados de manera “tradicional” 

y  hospitales caracterizados por adoptar fórmulas de gestión encuadradas dentro de la 

NGP. De manera adicional, nuestro análisis indica que lo que realmente importa no es 

el modelo de gestión en sí mismo, sino la propia gestión del hospital.  

La ausencia de evidencia empírica robusta en relación a la mejora de la 

eficiencia técnica como consecuencia de la implementación de nuevas fórmulas de 

gestión en los hospitales de Madrid abre la puerta, por tanto, a cuestiones adicionales 

como el posible impacto de la adopción de nuevas fórmulas de gestión en la calidad 

de la atención al paciente, tema que abordamos en el capítulo quinto. Desde un punto 

de vista teórico, la teoría de los contratos incompletos sugiere que si una empresa 

privada no genera beneficios mediante mejoras de eficiencia, esta se enfrenta a un 

poderoso incentivo para ahorrar costes disminuyendo la calidad del servicio, en aras 

de maximizar beneficios, especialmente cuando la calidad del servicio es difícil de 

medir y, por tanto, incluir en los contratos entre el sector público y proveedores 

externos,  lo cual es bastante probable que ocurra en el sector sanitario. Nuestros 

resultados apoyan este punto de vista, ya que encontramos que los hospitales de gestión 

pública “tradicional” proporcionan una mejor calidad en la atención al paciente, en 
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particular al compararlos con aquellas fórmulas de gestión en las cuales está 

involucrado el sector privado.  

En el último capítulo pasamos del análisis de estadísticas oficiales y políticas 

concretas o sectores, a un análisis de carácter más general y descriptivo de un conjunto 

de datos primarios obtenidos por el autor y directores de esta tesis. En este capítulo 

final analizamos brevemente las principales opiniones y percepciones de altos 

funcionarios españoles que participaron en la encuesta europea llevada a cabo en el 

proyecto COCOPS sobre la reforma del sector público en Europa. Nuestro análisis 

indica que el caso español parece ser bastante diferente al resto de países analizados, 

ya que España es el único país de la muestra en el que los encuestados perciben que la 

gestión del sector público ha empeorado en los últimos años. Así mismo, conviene 

reseñar la lentitud percibida por los encuestados en relación a la reforma del sector 

público en España, sobre todo en relación a la mejora de la calidad de los servicios 

públicos, la cohesión social y el grado de participación de la ciudadanía en la toma de 

decisiones públicas (para aquellos lectores interesados, un análisis detallado de la 

encuesta COCOPS para España se encuentra disponible en Alonso y Clifton, 2013: 

www.cocops.eu/wp-content/uploads/2013/06/Spain_WP3-Country-Report.pdf). Una 

de las principales conclusiones a la que llegamos una vez analizada la encuesta 

COCOPS es que parece estar aún pendiente en España una reforma significativa del 

sector público.  

Como conclusión general de esta tesis, la pregunta obligada es: ¿Cuál es la 

implicación, tanto a nivel teórico como práctico, de nuestros resultados? A pesar de 

las limitaciones de esta investigación, discutidas de manera pormenorizada en cada 

capítulo, nuestros resultados pueden contribuir a aumentar la comprensión sobre cómo 
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cierto tipo de políticas públicas basadas en la NGP han afectado la eficacia y eficiencia 

del sector público, lo cual, a su vez, puede contribuir a un mejor diseño de políticas 

públicas en un futuro. 

En primer lugar, nuestros resultados sugieren, en general, que las políticas 

públicas de corte NGP analizadas no han sido tan eficaces como anticiparon los 

defensores de la doctrina NGP. Aunque probablemente haya habido múltiples 

ocasiones en las cuales determinados mecanismos de mercado, como la 

externalización y/o la colaboración público-privada, han contribuido a mejorar la 

eficacia y eficiencia del sector público, nuestros resultados indican claramente que, en 

el contexto analizado en esta investigación, no ha sido así. Este es un resultado, a 

nuestro juicio, de gran interés en sí mismo, ya que puede contribuir en gran medida al 

apasionante debate sobre si determinadas medidas de política económica se pueden 

aplicar como una sola receta “mágica” en todo contexto y situación. En este sentido,  

es cada vez mayor el número de académicos y responsables políticos que discrepan 

sobre la idoneidad de aplicar ciertas políticas públicas de manera generalizada sin tener 

en cuenta el contexto, tanto económico como político e institucional (véase, por 

ejemplo, el interesante debate en Krueger, 2011; Lin, 2011; Rodrik, 2011 ; Stiglitz, 

2011).  

En segundo lugar, nuestra investigación sugiere que diferentes teorías 

económicas, como la teoría de los costes de transacción, problemas relativos a la 

propiedad común e ilusión fiscal, la teoría de los grupos de interés, junto con la teoría 

de los contratos incompletos, pueden ofrecer un marco teórico especialmente útil para 

analizar los efectos de la aplicación de políticas públicas basadas en la adopción de 

técnicas de mercado. Nuestros resultados también sugieren que los responsables 
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políticos deberían analizar de manera profunda los límites existentes en la 

especificación de contratos entre el sector público y privado, así como analizar las 

capacidades organizativas de ambos sectores al considerar la participación del sector 

privado en la prestación de los servicios públicos.  

Por último, los resultados presentados en esta tesis doctoral están en línea con 

la creciente evidencia empírica, tanto a nivel de gobierno local, como regional y 

nacional, que sugiere que la adopción de políticas estilo NGP puede tener efectos no 

deseados significativos. Estos efectos no deseados incluyen tanto problemas relativos 

a la mejora de la eficiencia del sector público y/o al deterioro de la calidad del servicio 

prestado a la ciudanía, como problemas asociados a la coordinación del sector público 

y una importante disminución de la cohesión social (Andrews et al. 2015; Clarke y 

Newman, 2007). Nuestros resultados apoyan, a nuestro juicio, la creciente demanda 

entre la comunidad académica de ir más allá de la doctrina NGP y desarrollar una 

nueva teoría relativa a la prestación de servicios públicos más centrada en las 

"necesidades y expectativas de los ciudadanos y los usuarios de los servicios públicos" 

(Osborne et al., 2013, p.141). 

En este sentido, diferentes enfoques teóricos desarrollados recientemente, 

como la Nueva Gobernanza Pública (Osborne, 2010), ponen de manifiesto la 

necesidad de una mayor integración e inclusión de la ciudadanía en la provisión de 

servicios públicos, lo cual puede constituir uno de los factores decisivos para la 

transformación del sector público. Los recientes cambios tecnológicos están 

modificando las condiciones en las que se prestan los diferentes servicios públicos, 

afectando a todos los niveles de gobierno responsables de proporcionar una amplia 

gama de servicios de infraestructura y de bienestar a la ciudadanía, en particular a nivel 
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de gobierno local. Los dispositivos móviles, plataformas electrónicas y redes sociales, 

entre otros, están abriendo nuevas formas de interacción entre la ciudadanía y la 

administración pública, lo que puede permitir a los diferentes gobiernos ofrecer 

servicios más personalizados, agilizar la prestación del servicio y responder de manera 

más eficaz a las peticiones ciudadanas. A este respecto, conviene destacar la 

importancia de algunos cambios tecnológicos que han permitido la creación de 

herramientas interactivas como la web 2.0  o la web 3.0,  plataformas capaces de 

mejorar la interacción entre las administraciones públicas y los ciudadanos y, de este 

modo, mejorar (y fomentar) la co-producción de servicios públicos.  

Por tanto, y de manera adicional a las posibles extensiones de esta tesis doctoral 

discutidas en las páginas 148 a 151, los retos a los que se enfrenta actualmente el sector 

público de una mayoría de países de la UE, derivados del creciente uso de nuevas 

tecnologías en el sector público, abren la puerta a fascinantes líneas de investigación 

centradas en la innovación y el uso de nuevas tecnologías en el sector público. En 

palabras de Osborne et al. (2015) es necesaria una agenda de investigación empírica 

con el fin de demostrar los beneficios y limitaciones de estos nuevos enfoques en la 

prestación de servicios públicos para, de este modo, contribuir al desarrollo de nuevas 

teorías sobre la gestión del sector público, más allá de las ideas de la NGP. 
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Appendix A. Government outsourcing and decentralization 

indicators  

Measuring government outsourcing 

We use a simple method to approximate government outsourcing levels based on a 

combination of national statistical series. Our study is facilitated by the OECD’s 

ongoing work on constructing indicators of government outlays, particularly, as found 

in Government at a Glance (OECD 2011) from which we derive our outsourcing 

indicator. We follow Minicucci and Donahue (2004) defining public sector 

outsourcing as the delivery of public services by agents other than government 

employees.  

Hence, we approximate outsourcing levels as the percentage of goods and 

services bought by government from the non-government sector to produce output 

(termed intermediate consumption) — such as the use of private entities to provide 

support services (OECD 2011) —  and goods and services bought to market producers 

and supplied to households without any transformation (termed social transfers in kind 

via market producers), such as health and education services (for further information 

on this definitions see the Manual on sources and methods for the compilation of 

COFOG Statistics, from Eurostat).  
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Mathematically: 

𝐺𝐺𝑂𝑂𝐺𝐺𝐺𝐺𝑂𝑂𝑂𝑂𝐺𝐺𝐺𝐺𝑂𝑂𝑂𝑂 𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝑂 =
𝐼𝐼𝐼𝐼 + 𝑆𝑆𝑆𝑆
𝐹𝐹𝐼𝐼

𝑥𝑥100 

where IC refers to intermediate consumption, ST refers to social transfers in 

kind via market producers and FC refers to final government consumption, which is 

the sum of total government consumption of labour, goods, services and fixed capital. 

Measuring decentralization 

We use two different variables to proxy decentralization: the expenditure 

decentralization indicator and the sub-national government autonomy index. 

Assuming that decentralization is a reform whereby public policies transfer 

responsibility, authority and resources from a higher to a lower level of government 

(Fallet 2005), our first indicator to approximate the level of decentralization is based 

on the share of sub-national government expenditure on total government expenditure. 

Mathematically: 

 

𝐸𝐸𝑥𝑥𝑥𝑥𝐺𝐺𝑂𝑂𝑥𝑥𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝐺𝐺 𝐷𝐷𝐺𝐺𝑂𝑂𝐺𝐺𝑂𝑂𝑂𝑂𝑂𝑂𝑏𝑏𝐷𝐷𝑂𝑂𝐷𝐷𝑏𝑏𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝑂 =
𝑆𝑆𝐸𝐸[𝐿𝐿𝑂𝑂𝑂𝑂] + 𝑆𝑆𝐸𝐸[𝑆𝑆𝑂𝑂𝑏𝑏𝑂𝑂𝐺𝐺]

𝑆𝑆𝐸𝐸[𝐼𝐼𝐺𝐺𝑂𝑂𝑂𝑂𝑂𝑂] + 𝑆𝑆𝐸𝐸[𝐿𝐿𝑂𝑂𝑂𝑂] + 𝑆𝑆𝐸𝐸[𝑆𝑆𝑂𝑂𝑏𝑏𝑂𝑂𝐺𝐺]
𝑥𝑥100 

 

where TE[Loc], TE[State] and TE[Centr] are the amount of total government 

expenditure at a local, regional and central government levels respectively. 

Additionally and, in view of the fact that the former indicator does not provide 

enough information on subnational government actual autonomy, we use a second 
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indicator consisting of the share of central government transfers to sub-national 

governments on total sub-national governments revenue, which may reflect the 

subnational government degree of autonomy. Mathematically: 

 

𝐴𝐴𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝐺𝐺𝑦𝑦 =
𝑆𝑆𝑂𝑂𝑏𝑏𝑂𝑂𝑂𝑂[𝐿𝐿𝑂𝑂𝑂𝑂] + 𝑆𝑆𝑂𝑂𝑏𝑏𝑂𝑂𝑂𝑂[𝑆𝑆𝑂𝑂𝑏𝑏𝑂𝑂𝐺𝐺]

𝑆𝑆𝑇𝑇[𝐿𝐿𝑂𝑂𝑂𝑂] + 𝑆𝑆𝑇𝑇[𝑆𝑆𝑂𝑂𝑏𝑏𝑂𝑂𝐺𝐺]
𝑥𝑥100 

 

where Trans[Loc] and Trans[State] are capital and current transfers from central to 

local and regional governments respectively, and TR[Loc] and TR[State] are the 

amount of total local and regional government revenues. 



 

 
 

 



 

187 
 

Appendix B. Chapter 4 supplementary data 

Table B.1. Variable definitions and explanations 

Variable Definition and explanations 

Inputs  

Beds Total number of hospitals’ beds 

Physicians Total number of physicians who are full time  employees plus total 

number of physicians who are part time employees weighted by 0.5 

Nursing staff Total number of nursing staff who are full time  employees plus total 

number of nursing staff who are part time employees weighted by 0.5 

Desirable Outputs  

Discharges Total number of case-mix adjusted recovery discharges   

Outpatient visits Total number of case-mix adjusted outpatient visits, including 

emergencies 

Undesirable outputs  

Mortality rate Share of total number of in-hospital dead patients to total number of 

case-mix adjusted admissions 

Readmissions rate Share of total number of one-year readmissions to total number of case 

mix adjusted discharges. 
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Table B.2. Descriptive statistics 

  Mean 
Std. 

Deviation 
Min Max 

Beds Total 455.88 414.6714 77 1453 

 ADM 607.6429 486.5422 77 1453 

 NMM 262.7273 177.9377 83 569 

Physicians Total 403.44 297.3928 74 1079 

 ADM 496.8214 351.6871 74 1079 

 NMM 284.5909 154.0365 137.5 592 

Nursing staff Total 727.9 636.148 126 2387 

 ADM 939.75 763.2871 126 2387 

 NMM 458.2727 266.5548 212.5 1114 

Discharges Total 32212.52 27892.4 4348.72 98043.78 

 ADM 41286.08 32793.16 4348.72 98043.78 

 NMM 20664.35 14394.44 6926.37 48761.76 

Outpatient visits Total 521288.3 392398 89865.92 1368891 

 ADM 551617 419789.2 89865.92 1238626 

 NMM 482688.2 370845.5 193354 1368891 

Mortality rate Total 2.06428 .5240246 1.179493 3.433322 

 ADM 1.979494 .4911567 1.179493 2.780687 

 NMM 2.172189 .567949 1.413293 3.433322 

Readmissions rate Total 5.174021 1.215448 1.936325 6.586897 

 ADM 4.929406 1.572037 1.936325 6.586897 

 NMM 5.48535 .3774613 4.888784 6.116265 
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Appendix C. Chapter 6 supplementary materials  

Sampling and Access Strategy and Survey Implementation 

The Spanish COCOPS survey was conducted by a team of researchers at the 

Department of Economics lead by Judith Clifton, University of Cantabria. In keeping 

with the survey’s general sampling principles and population definition, the Spanish 

sample represents almost the full census. In line with the sampling strategy the survey 

invitations were sent to the first three — and in some cases four —  levels of public 

sector executives in all regional government ministries, the Central Government and 

agencies directly subordinated to central government ministries. 

As regards central government, firstly we addressed the mentioned three 

hierarchical levels in ministries and agencies; State Secretaries35, General Secretaries 

and General Directorates (departmental heads) of each ministry. However, due to the 

lack of responses we addressed the second round of the survey to the next hierarchical 

level, that is, general sub-directorates, which are in charge of policy implementing and 

should be free of political interference. For the employment sector, we addressed the 

aforementioned three hierarchical levels of the Central Ministry of Labor and regional 

ministries of labor, plus directors of the 50 provincial SEPE 36 offices, and directors 

of the 17 regional employment services. Similarly, for the health sector we addressed 

three hierarchical levels of the Central Ministry of health and regional ministries, 

including 13 of the 17 regional health services. The main issue with regional health 

services was we did not get contact data for 4 of them. 

                                                 
35 States Secretaries were only included in the case of financial, employment and health services due to 
their relevance for the survey. 
36 Servicio Público de Empleo Estatal (State Public Employment Service). 
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With regards to access, for Spain an e-mail distribution seemed the best option 

to achieve high response rates. However, because of the difficulty of getting personal 

email addresses of many of the components of the sample, we decided to complement 

the distribution via e-mail with postal letters in cases where the e-mail distribution was 

not possible. The invitations were therefore sent by e-mail and regular post, including 

a link to the survey webpage and instructions on how to fill in the answers: either 

directly online –using the Spanish webpage –or by returning the filled in questionnaire 

received via post, fax or email. A PDF version of the questionnaire was also available 

on the survey webpage for download. 

The Spanish survey was kept quite close to the core questionnaire, with only 

three optional question added. These questions were added to get additional 

information about the cutback measures addressed by the Spanish Government and, to 

assess the influence of international and supranational organizations — such as the 

IMF, the OECD or the EU — on the reform process.  

The first round of email and postal invitations for the Spanish survey were 

distributed to respondents 4-5 June 2012, with the deadline of 29th June.  Email 

reminders were sent 19th June before the deadline on 29th June. Initial invitations were 

sent to 451 contacts from the three sectors analysed, due to lack of contact data. Three 

months before launching the survey the whole government in Spain was changed and 

most of the contact details from practitioners were removed from the websites as the 

government underwent reorganization. Though new staff was recruited, unfortunately 

the new policy of the incoming PP government was to not list the emails of most 

government representatives online. Fortunately, through an update of a top public 

servants database, we got access to the names and postal addresses of almost all the 
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target population. Thanks to this database and through phone calls and contacts with 

different public administration departments we increased the sample in 1327 people, 

to which the survey was sent in a second round on September 12th, with the deadline 

of 10th October. Again, email remainders were sent 24th September to the second 

subsample, summing up a total of 1778 invitations after the two rounds. 

Overall, a total of 1778 invitations were sent out: 1282 to central government 

executives, 201 to health sector executives, and 295 to executives in the employment 

sector. In total the survey received 321 partially or fully filled out answers, which leads 

to an overall response rate of around 18.1%, as shown in Table 2 below. Total response 

rates in the Spanish case, as well as those at central government level are relatively 

lower than those from the overall COCOPS survey (18.1% Spain vs. 22.6% in overall 

COCOPS sample). For the health sector the Spanish response rate is again relatively 

lower (23.8% vs. 30.1%) like for the employment sector (18.64% vs. 25.9%). 

Table C.1. Sample size and response rates 

 Central 
Government 

Health 
Sector 

Employment 
Sector 

Spain Total Total 
COCOPS 

sample 

Invitations sent 1282 201 295 1778 21186 

Completed 
surveys 

219 47 55 321 4780 

Response rate 

(Total COCOS) 

17.08% 

(21.6%) 

23.38% 

(30.1%) 

18.64% 

(25.9%) 

18.1% 22.6% 

 

Looking at the survey results and their distribution across policy fields (see 

Figure C.1 – please note that respondents were allowed to select more than one option), 

we can see how a considerable share of responses comes from the areas of justice, 

public order and safety (17.6%), employment services (15.6%), infrastructure and 
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transportation (13.9%) and health (13.3%). The lowest response rates are found in the 

fields of defense (1.7%) and foreign affairs (2.5%), indicating a somewhat more closed 

administrative culture in these two areas. 

 

Figure C.1. Policy field sample shares 

 

Unless otherwise indicated, the following categories were used to interpret the 

results: if a scale ranging from 1 to 7 is used, 1 meaning ‘Strongly disagree’ and 7 

meaning ‘Strongly agree’, the percentage shares for scale numbers 1 and 2 (vs. 6 and 

7) are added and interpreted as ’disagree’ (vs. ‘agree’). 

Organizational Context of Respondents 

Organization type (see Figure C.2). Among the respondents, the greatest share 

(51.72%) come from ministries at the regional level (Comunidad Autónoma); this in 

line with the relative share of invitations sent to regional level executives (62.77%) 

and with the overall population since, in Spain, almost  80% of public servants work 

for sub-central government levels (OECD, 2011).  Some 25.08 % of respondents work 

at the central ministry level, while only a 16.3% work for agencies or subordinate 
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government body at the central government level, which may be explained by the 

relatively small number of agencies existing in Spain. The share of answers coming 

from executives at the state level agencies is even lower (5.02%) and from levels 

beyond state government the response share was only a small 1.88% of total responses. 

Organization size (see Figure C.2). Almost   50% of respondents work in 

organizations with up to 500 employees, similar to the overall COCOPS sample 

(where 50.9% come from such organizations). Another 27.6% work in larger 

organizations of 500-5000 employees (vs. 32.2% in the overall COCOPS sample). 

Finally, around 18.8% of respondents come from organizations with over 5000 

employees (vs. 16.9% in the overall COCOPS sample). 

 

Figure C.2. Organization type and size shares 

 

Socio-demographic Background of Respondents 

Gender (see Figure 3). Over two thirds of respondents are men (67.88%), and only 

32.12% are women, a share which shows how, despite the efforts of the former 

socialist government to promote gender equality, there is still a long way to go to 

promote gender equality in the Spanish Public Administration. By comparison, Spain 
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is in line with the overall COCOPS sample, in which over a third (32.1%) of the 

respondents are women.  

Age (see Figure C.3). 72.31% of respondents are of an age between 36-55 years (vs. 

61.6% in the overall COCOPS sample), with another 20.86% being aged between 56-

65 years. 5% of the Spanish respondents are under 35, in line with the 5.8% in the 

overall COCOPS sample.  

Hierarchical level (see Figure C.3). With regard to their position in the hierarchy most 

respondents (51.4%) are executives at the third hierarchical level (General directorates 

and sub-directorates or similar). Over a third of the respondents (39.88.1%) are at the 

second level, and the remaining 8.72% are at the top hierarchical level. The overall 

COCOPS sample has a higher share of respondents from the first level (24.2%), more 

or less the same answers from the second level (40.4%) and considerably lower from 

other hierarchical levels (35.4%).  

Education (see Figure C.3). Almost two thirds of all respondents (61.25%) have a 

university degree only at Bachelor level. The shares of top executives with university 

degrees at Master (25.46%) or PhD level (13.28%) are considerably lower than the 

COCOPS sample (68.8% and 15.5%), which may reflect a below average education 

level of Spanish public sector executives.   
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Figure C.3. Socio-demographic shares. Gender, Age, Hierarchy in organization, Educational 
background 

 

As to the disciplinary field of education (see Figure C.4), the highest 

percentage of respondents still comes from the field of law (34.6%), which may reflect 

the legalistic tradition of the Spanish Napoleonic  administrative culture.  In the late 

1980s the Spanish Government attempted to break with the long legalistic tradition by 

introducing new management practices (Alba & Navarro, 2011), which may be 

reflected by the fact that the second education field from respondents was business, 

management and economics (23.4%). However, despite the changes made in the 

Spanish public administration towards its modernization, the legal profession is still 

the majority among top public executives. Other fields represented in the Spanish 

sample were natural sciences and engineering (18.5%), other social sciences and 
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humanities (12.2%), political science and public administration (9.4%), or medical 

science (4.5%).  

 

Figure C.4. Educational fields (respondents could check more than one field) 
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