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The effects of nonprofit organization-specific factors on

governmental support to nonprofit organizations
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EMPIRICAL SPECIFICATIONS

To test hypothesis 1, donation price (total expenses / program expenses) is used to proxy
for inefficiency. The underlying source of the two components of this variable is NPO financial
disclosures (the IRS Form 990). This ratio is the reciprocal of the program spending ratio
published by the watchdog agencies. The variable is lagged one year because its value for the
current year would not be known until after the end of the current year.

To test hypothesis 2, fundraising expenses is used, the underlying source of which is
NPO financial disclosures (IRS Form 990). The variable is lagged one year because
governments’ funding decisions are likely made in the year before the year in which the revenues
are earned, and therefore recorded, by the NPO. Thus, the relevant amount of government
revenue-generating activity, as proxied by fundraising expenses, is that made in the prior year.
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