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ABSTRACT
This study intends to evaluate the relationship bet-
ween the quality in accounting information and the 
organizational characteristics of Third Sector entities. 
The methodology is designed to follow a descriptive, 
documental and quantitative approach. The universe 
of the study is composed of Third Sector organiza-
tions, formally constituted in the Brazilian scenario. 
The target population has included organizations with 
OSCIP and UPF specifications.  The 18,553 entities, 
which existed during the study, were investigated. The 
research used a probabilistic sample of 392 entities. 
The results indicate a predominance of the institutions 
established under the legal form of association. As for 
the size, the foundations are the larger ones. Regar-
ding the quality of accounting information, we have 
identified a lower reported information quality index, 
when compared to the second sector. Finally, the 
results showed that the organizational characteristics 
of size, creation time and qualification as OSCIP have 
significant and positive influence on the quality of 
accounting information of the entities that we analy-
zed. This led to the conclusion that the non-profit 
organizations and regulatory organs need to make 
improvements regarding the accounting information 
reporting process, as well as the awareness of the 
importance of these reports for the decision-making 
process and public accountability. This study contri-
butes to the discussion about the characteristics of the 
third sector organizations that relate with the quality 
of the accounting information reported by these ins-
titutions in the Brazilian scenario. It is the first study 
that analyzed this relationship in Brazil.

Keywords: Quality in Accounting Information. Third 
Sector. Accountability. Accounting in the Third Sector. 

RESUMO
Esse estudo teve por objetivo avaliar a relação 
entre a qualidade da informação contábil e as 
características organizacionais das entidades do 
Terceiro Setor. Quanto ao delineamento metodológico, 
caracteriza-se como descritivo, documental e com 
abordagem quantitativa. O universo de estudo é com-
posto pelas organizações do Terceiro Setor formalmente 
constituídas no cenário brasileiro. Como população-
-alvo definiu-se as organizações com qualificação de
OSCIPS e UPF, que no momento da realização do
estudo, totalizavam 18.553. Trabalhou-se com uma
amostra probabilística de 392 entidades. Os resul-
tados apontam uma predominância de instituições
constituídas sob a forma legal de associação. Quanto
ao tamanho, as fundações apresentam-se maiores.
No que tange à qualidade da informação contábil,
identificou-se um baixo índice de qualidade da infor-
mação reportada se comparada ao Segundo Setor. Por
fim, os resultados apontaram que as características
organizacionais de tamanho, tempo de constituição
e qualificação como OSCIP possuem influência sig-
nificativa e positiva sobre a qualidade da informação
contábil das entidades analisadas. Conclui-se que as
organizações sem fins lucrativos e órgãos regulamen-
tadores precisam evoluir no processo de reporte da
informação contábil, bem como na conscientização
da importância desses relatórios para o processo de
tomada de decisão e de prestação de contas públicas.

Palavras-chave: Qualidade da Informação Contábil. 
Terceiro Setor. Prestação de Contas. Contabilidade no 
Terceiro Setor.
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1. INTRODUCTION

With the changes in the prospects of research in accounting, in the mid-1980s, 
researchers began investigating accounting and the usefulness of accounting in-
formation in the context of non-profit organizations (CRUZ, 2010). The precursors 

of the research in the area are Weisbrod and Dominguez (1986), Tinkelman (1997) and 
Greenlee and Brown (1999).

The literature points to the accounting and financial reports as a communication 
tool between third sector organizations and stakeholders. A study by Falconer and Vilela 
(2001) showed that few third sector entities have published their financial reports with their 
guidelines for the management of the funds received. Cruz (2010) stresses that, within the 
national scenario, the research on accounting information quality of these entities is still little 
explored, since regulatory and disclosure issues are still precarious. 

Several studies (BARTH; BEAVER; LANDSMAN, 2001; DECHOW; DICHEV, 2002; 
BARTH; LANDSMAN; LANG, 2008; LEE; MASULIS, 2009, MURCIA; SANTOS, 2009; 
ALMEIDA, 2010; LIMA, 2010; BEHN; DeVRIES; LIN, 2010; SAXTON; KUO; HO, 2011; 
CANG; CHU; LIN, 2014), show that factors such as size, time of creation, performance 
area, auditing firm and other characteristics may be related to the quality of accounting 
information that is generated and their disclosure. Thus, considering the paucity of studies 
in this area and the importance of disseminating quality information by the third sector en-
tities, this research is concerned with the following issues: what is the relationship between 
the quality of accounting information disclosed and the characteristics of the third sector 
Brazilian entities? In order to answer that question, the researchers had as an objective to 
evaluate the relationship between the quality of accounting information disclosed and the 
characteristics of the third sector Brazilian entities.

In theory, this study, in addition to discussing the quality of accounting information, 
which is already widely studied in scientific circles, aims at addressing the phenomenon in 
a field which is not very explored. There are few studies on the third sector in Brazil and 
Latin America (CRUZ, 2010; SOARES, 2017). This demonstrates the originality of our 
research. In this context, the discussion about the third sector also becomes a contribution 
to understanding the determinants of the quality of financial reports in this research field. 

The originality of the study consists in the investigation of the organizational cha-
racteristics related to the quality of the accounting information reported by the entities of the 
Brazilian third sector. This study is innovative, because it was the first study that analyzed 
this relationship in Brazil. 

In the social sphere, to investigate third sector entities is of paramount importance 
due to the relevance of these organizations in the economic and social environment. To 
investigate the quality of accounting information of a non-profit organization is important 
for publicly traded entities. A large group of stakeholders, such as donors, government, so-
ciety, employees, managers, suppliers and users are both concerned and desirous of having 
information about the entity's earnings. This investigation aims an understanding of their 
economic and financial performance. 
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2. THEORETICAL REFERENCES AND DEVELOPMENT OF ASSUMPTIONS

Accounting, through its reports, should provide data and information that are useful 
for the decision processes, both internal and external to the organization, and it should 
also be reliable and provide the entity's actual numbers (MOST, 1977; IMHOF JR., 1992; 
HENDRIKSEN; VAN BREDA, 1999). Accounting information has quality when it is useful to 
both internal and external users of the organization, regardless of the expertise of those users 
(MOST, 1977). According to CPC 00 (CFC, 2012), the purpose of the accounting reports, in 
general, is to provide financial and accounting information about entities that are useful to 
current and potential investors of organizations, as well as creditors in general.

Hendriksen and Van Breda (1999) point out that besides being reliable, the in-
formation generated by accounting must be useful. Regarding the usefulness of accounting 
information, the Accounting Pronouncements Committee (CPC), through Technical Pronou-
ncement CPC 00 (CFC, 2012, p.16), states that "if financial accounting information is to 
be useful, it must be relevant and represent with confidence what it proposes to represent. 
The usefulness of financial accounting information is increased, when it is comparable, 
verifiable, timely and understandable.

Barth, Beaver and Landsman (2001) and Barth et al. (2007) point out three 
important aspects of the quality of accounting information on entities. The first one refers 
to the fact that financial reports are prepared based on accounting standards that aim to 
faithfully represent the economic and financial situation of an organization. As a second 
aspect, compliance with standards adequately minimizes opportunistic and management 
actions. Third, the authors indicate that a better quality of accounting information is a 
reflection of less opportunistic errors in estimating the gains. Thus, these three aspects 
elevate accounting information to a higher level of quality, making it more relevant and useful 
to its users (LANG; RAEDY; YETMAN, 2003; LANG; RAEDY; WILSON, 2006; BARTH et al., 
2007; BARTH; LANDSMAN; LANG, 2008).

However, for the accounting information of these entities to be relevant in the 
decision-making process, it should contain the following key quality characteristics of impro-
vement: relevance, materiality, faithful representation, comparability, verifiability, timeliness 
and understandability (FASB, 2010; CFC, 2012). All qualitative features aim to provide 
useful information to users of accounting information. The useful accounting information is 
able to provide evidence to users that they are helpful in the decision-making process.

The main objective of financial statements within the third sector organizations is 
to provide information that meets the interests of external users. These are: (i) a mechanism 
that is able to provide information on the efficiency and effectiveness of services provided 
by these organizations; (ii) an assessment tool for the managers of the organizations; and 
(iii) suppliers of information to social investors, creditors and others about the prospects for 
cash flow and performance evaluation of these entities (FALK, 1992; KEATING; FRUMKIN, 
2003; PARSONS, 2007; BEHN; DeVRIES; LIN, 2010; FASB, 2010; BEISLAND; MERS-
LAND, 2013).

Within the third sector, accounting financial reports should be seen from an accou-
ntability perspective, that is, as a tool to provide management accounts in relation to the 
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funds obtained (FALK, 1992; KEATING; FRUMKIN, 2003; HAGER; POLLACK; RONNEY, 
2001). These organizations have many stakeholders. They work both on the economic and 
financial aspects and on the quality of services and products offered. They also function to 
assure sustainability and operational continuity of these entities (BEISLAND; MERSLAND, 
2013). Thus, it is of paramount importance that the accounting information provided be 
useful. 

Studies analyzing the determinants of information quality of accounting point out 
that there is a relationship (positive/negative) between the characteristics of organizations 
both with a higher level of quality of accounting information and with the level of disclosure 
of the entities, in the context of private companies and non-profit organizations.

Studies on financial market entities demonstrate the existence of a relationship 
between the size and the level of accounting information quality and the level of disclosure 
(BALL; FOSTER, 1982; LANG; LUNDHOLM, 1993; BHOJARAJ; BLACCONIERE; D'SOU-
ZA, 2004; DECHOW; GE; SCHARAND, 2010; HOLANDA et al., 2012; BRANDÃO et al., 
2013). These studies show that larger organizations require greater level of control and, 
hence, better financial information. On the other hand, smaller organizations are more prone 
to deficiency in its internal controls. This aspect may cause the financial statements to not 
fairly reflect the economic and financial situation of the organizations (DOYLE; GE; McVAY, 
2007; DECHOW; GE; SCHARAND, 2010).

Another strand, dedicated to non-profit organizations, points out that the size of the 
organizations also refers to the reputation of these entities. Larger organizations feel the need 
for professional management. Thus, the clear definition of its objectives, policies, procedures 
and actions that lead to the achievement of their social intentions, make the financial reports 
relevant for the analysis of stakeholders in these organizations. Moreover, these institutions 
are exposed to greater social and political pressure from its users (TRUSSEL; PARSONS, 
2007; JEGERS, 2008; KITCHING, 2009; CRUZ, 2010). Within larger institutions, the 
costs of preparing financial information are easier to support (MURCIA; SANTOS, 2009). 
Based on these studies, we propose our first research hypothesis:

H1 - The quality of accounting information is positively related to the 
size of the third sector entities.

The time of constitution of entities, that also it can be called the age, is pointed 
as a reputation feature. This feature brings the connotation that the older the entities, the 
more experienced they are (CRUZ, 2010). Beisland and Mersland (2013) state that the 
time of constitution of organizations may affect the quality of accounting information, given 
that, over time, organizations will adopt practices and mechanisms leading to higher level of 
professionalism, ensuring that accounting reports are most useful to their users. 

Thus, we have the second hypothesis of the study:

H2 - There is a positive relationship between the quality of accounting 
information and the time of constitution of the entities under analysis.
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The audit has as its primary function the examination of accounting records, en-
suring the reliability of data provided by the entities. The completion of the audit ensures 
that the published financial statements are reliable, and faithfully represent both the equity 
and economic situation of the organizations. It also discloses the reliability of internal con-
trols of an entity, thus ensuring higher quality of reported financial information (CARDOZO, 
1989; POWER, 2003; JEGERS, 2008; PUYVELD et al., 2012). These authors argue that 
the audit of the financial statements of non-profit organizations ensures the highest level of 
reliability of financial data, making the accounting reports more reliable than those reports 
of the entities that are not audited by external auditors. 

From that, we draw the third hypothesis of this research:

H3 - Non-profit organizations having external audits show higher level of 
quality of accounting information.

From the data collected through the survey and subsequent application of statis-
tical techniques, one can accept or refute the above hypotheses. As for H1, we infer that 
the size of the entities influences the process of preparing the financial information and of 
improving the level of disclosure of information. This means that larger organizations tend 
to disclose more information than smaller ones, resulting in higher quality of the reported 
accounting information. Similarly, H2 would show that the time of an incorporation, that is, 
the experience of the entity, influences the disclosure level, which means that experienced 
entities have a tendency to have better quality score of accounting information. Regarding 
H3, it appears that audited non-profit organizations are inclined to have a higher level of 
disclosure and, thereby, the conduction of independent audit of the financial statements of 
non-profit organizations influence a higher level of the quality accounting information.

3. METHODOLOGICAL DESIGN

This research is defined as descriptive. It initially aims at assessing the quality 
of accounting information of Brazilian non-profit organizations. It later relates them to the 
characteristics of these entities. This is a documental research, in which, the financial sta-
tements and other financial reports are available for review.

The research also classifies itself as quantitative. It uses probabilistic methods in 
order to define the sample to be analyzed. It employs univariate statistical methods (average, 
minimum, maximum, standard deviation, Pearson correlation) in the analysis of the charac-
teristics of the entities. Besides, it also uses multivariate ones (multiple linear regression) in 
order to analyze the influence of the characteristics of the entities of the third sector on the 
quality of accounting information.

3.1. POPULATION AND SAMPLE

The study’s population consists of the third sector organizations officially incorpo-
rated in Brazil. These entities have certain characteristics in common. For instance, they 
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pertain to the realization of this study and are consistent with the recommendations in the 
literature (SALAMON; ANHEIER, 1997). Due to the low rate of publication of the financial 
statements by the entities that make up the universe of this research, it was necessary to 
define the target population. Here, the total of qualified entities includes Organization of Civil 
Society of Public Interest – OSCIP and Federal Public Utility – UPF, which totaled 18,553 
Brazilian institutions in October 2013. OSCIP and UPF are classified as targeted study, since 
they are required to both achieve accountability and present their financial statements to 
CNEs/MJ (National Registry of Public Utility Entities/ Justice Ministry).

After the population of the study is known, the definition of the sample to be 
analyzed is required. For Freitas et al. (2000), the best sample of a survey is representative 
of a population or a model of it. Thus, the sample of this study is probabilistic and randomly 
selected. For the sampling plan, we departed from the target population of 18,553 Brazilian 
institutions, with a degree of reliability of 95%, which reaches a sample of 392 non-profit 
institutions.

The period of data collection and analysis is limited to the year 2012, because, at 
the time of the collection of data, the 2013 financial statements of entities registered with 
the CNE's public had not been published yet. In addition, the use of previous years is limited 
because there is no regularity of the financial statements by the entities of the third sector 
to the Ministry of Justice.

3.2. COLLECTION AND ANALYSIS OF DATA

The data collection for this study occurred in two stages. The first one captured the 
variables used to characterize the institutions. The second collected the financial statements 
for measuring the quality index of financial information of the entities in the sample. Table 
1 shows the variables used within their operation, classification, location and the database 
used.

In order to measure the accounting information quality index of the Brazilian third 
sector entities analyzed, we used a checklist of items that was built from the General Tech-
nical Interpretation (ITG-2002) and ITG 1000. The research instrument used consists of 59 
analysis criteria, subdivided into seven sections, aiming at capturing the level of disclosure of 
these entities. This check-list has already been used in a study by Ramos and Klann (2015).

In this research, the data collected are secondary because they are collected from 
financial statements presented on the website of CNEs/MJ, the Federal Revenue of Brazil 
and the entities themselves. Although the database CNEs/MJ is relatively new, it is unique on 
the national scene, as it defines itself as a disclosure mechanism of accounting information 
of third sector organizations in Brazil (CRUZ, 2010). Data analysis was performed in three 
steps, using both univariate and multivariate statistical techniques. The first step consisted 
in the characterization of the institutions by means of descriptive statistical measures, such 
as average, minimum, maximum and standard deviation of the following characteristics: 
size, area of operation, creation time, audited organizations, legal form and the kind of 
certificate obtained. In the second moment, the quality of accounting information of these 
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entities was evaluated through the disclosure index, resulting in an indicator, also analyzed 
by means of descriptive statistics.

Table 1 - Variables Used

Variables Operationalization Rating Localization DataBase

Quality of Accounting Infor-
mation Index (IQIC)

Check-list with 59 questions 
showing information in the 
financial statement of the 

entities, with binary answer, 
assigning 1 to highlighted items 
and 0 to non highlighted items.

Dependent Accounting State-
ments CNEs/MJ

Size (logTAM) Size = log of Total Assets

Independent

National Registry 
of Legal Entities. 
Report CNEs/MJ

CNEs/MJ

Constitution Time 
(logTCONST)

Age = log of the difference bet-
ween the current year and the 

date of the foundation.

Bureau of Internal 
Revenue

Audit (AUD) AUD = (1) Audited; 
(0) Non-audited CNEs/MJ

Legal Form 
(FORML)

Association 
(ASSOC)

ASSOC = (1) Association; 
(0) Foundation

Control  
Variables

Bureau of Internal 
Revenue

Foundation 
(FUND)

FUND = (1) Foundation; 
(0) Association

Certification 
(CERT)

OSCIP 
(OSCIP)

OSCIP = (1) OSCIP; 
(0) Other Bureau of Internal 

Revenue
UPF(UPF) UPF = (1) UPF; (0) Othera

Source: Developed by the author (2014).

Both the third and the final stages tested the hypotheses of the research, from the 
Pearson correlation and multiple linear regression technique. In order to test the hypotheses 
of this research, the statistical tests of Pearson's Correlation and Multiple Linear Regression 
were used. Pearson's correlation test identifies the relationship between the quality of ac-
counting information and the size, time of incorporation, audit performance in the financial 
statements, as well as the type of certification and the legal form of the entities. The multiple 
linear regression test allows to analyze the influence of these characteristics on the IQIC.

To analyze the influence of the characteristics in the IQIC, a multiple linear regres-
sion model is suggested, in which the IQIC is the dependent variable, and the variables 
logTAM, logTCONST and AUD are independent or predictive variables. It should be observed 
that for the TAM and TCONST variables, the logarithms of the values were used for data 
normalization purposes. The legal form of constitution and the title of these entities are used 
only as control variables.

For that, the achievement of the assumptions regression testing was required. In 
order to identify the normality of the data, the Kolmogorov-Smirnov test was performed; for 
the analysis of multicolinearity, the test Variable Inflator Factor (VIF) was applied; for the 
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analysis of homoscedasticity, Levene's test was used; the autocorrelation of residues through 
the Durbin-Watson test was also analyzed.

In order to conduct the multiple linear regression, an econometrist model was 
designed. The proposed model considers logTAM, logTCONST, AUD, ASSOC, FUND, OSCIP, 
UPF as IQIC predicting variables. Then, the following regression equation was used:

IQIC= β1*logTAM+ β2*logTCONST+ β3*AUD+ β4*ASSOC+ β5*OSCIP+ ε (1)

4. DISCUSSION AND ANALYSIS OF RESULTS

4.1 CHARACTERIZATION OF THIRD SECTOR ENTITIES

All non-profit organizations analyzed in this research are composed of 91.84% of 
entities, included in legal terms as associations, and 8.16% as foundations. These data in-
dicate a legal characterization of the disparity among these entities, which is consistent with 
the reality of the universe of third sector entities. Other studies such as Silva et al. (2011), 
suggest a tendency of organizations to be established as associations instead of foundations, 
due to two aspects: (i) first, this form of institutionalization costs less, it is simples and does 
not have so many rules as the foundations; (Ii) finally, there is no need for asset al location.

As we showed above, the organizations are qualified as OSCIP or UPF. Thus, we 
found that approximately 52% of the organizations incorporated as associations are qua-
lified as OSCIP. This certification predominates, while only about 48% of the associations 
qualify themselves as UPF. However, when the context of the foundations is considered, the 
situation becomes reversed, i.e., only 31.25% hold the title of OSCIP, while 68.75% are 
classified as UPF.

Table 2 shows the descriptive statistics about the size of the associations and the 
private foundations analyzed, measured through the total assets of the organizations.

Table 2 - Size of the Organizations

Global Association Foundation

Minimum 6.61 6.61 1,299.00

Maximum 638,936,140.24 638,936,140.24 106,902,623.00

Average 5,974,072.52 5,585,962.41 10,340,311.18

Median 275,753.62 259,248.65 679,298.65

Standard Deviation 36,136,765.24 38,490,169.69 24,118,913.78

Source: Research Data (2014).

Table 2 shows that the entity’s greatest asset is established as an association, 
with total assets of R$ 638.936.140,24, while the largest foundation has assets of 
R$ 106.902.623,00. It is also observed that the average total assets of the entities is 
R$ 5.974.072,52. This average is similar to that found among associations. However, in 
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the context of the foundations, it is R$ 10.340.311,18. The fact that the foundations show 
themselves larger is perhaps linked to the founders’ need to integrate the patrimony at the 
time of setting up these organizations.

Besides the size, the time of creation of the organizations has also been described 
in the literature as related to organizational reputation. Regarding the constitution of time, 
authors such as Doyle, Ge and McVay (2007), and Beisland and Mersland (2013) suggest 
that the greatest operating time of an entity leads it to draw conclusions from situations pre-
viously experienced. This leads to the acquisition of experience and development of internal 
controls. 

Table 3 shows the number of entities by constitution-time group.

Table 3 - Rating regarding time of constitution

Age
Association Foundation Total

N % N % N %

From 0 to 10 years 115 31.94 5 15.63 120 30.61

From 11 to 20 years 128 35.56 13 40.63 141 35.97

From 21to 30 years 66 18.34 9 28.12 75 19.14

From 31 to 40 years 26 7.22 2 6.25 28 7.14

Over 40 years 25 6.94 3 9.37 28 7.14

Total 360 100 32 100 392 100

Source: Research Data (2014).

According to Table 3, most of the entities have the constitution time between 11 to 
20 years, corresponding to 36% of the analyzed entities. The entities between 0 to 10 years 
show a percentage of 30.6% stake. This information is consistent with those data presented 
by the census conducted by IBGE (2012), according to FASFIL. The data show that 51% of 
the entities were created between the years 1991-2005.

Based on what was recommended in the study by IBGE (2012), in addition to the 
data obtained in this study, one can possess two observations about this sector in Brazil: 
(i) firstly, there was an expansion of the entities in the last two decades, since its presence 
in previous decades is smaller; finally, (ii) one may be experiencing a difficulty in sustaining 
these institutions over the years.

Nonprofit organizations, regardless of the operating area, must meet the demands 
from their users to generate reliable accounting and financial reports. Regarding this, the 
audit is an instrument to ensure the reliability of disclosed reports. Among the analyzed 
entities, it was identified that only 38.38% of organizations reported conduct independent 
audit of its financial statements, representing 13 foundations and 139 associations. An 
additional information is the number of entities that perform the audit. They are 40.13% of 
qualified entities as OSCIP, and 59.87% as UPFs.

After the analysis of the variables that account for the characterization of the entities 
that make up the sample, the analysis of the quality of accounting information of nonprofit 
Brazilian organizations is presented through the disclosure level.
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4.2 QUALITY SCORE OF ACCOUNTING INFORMATION

The accounting disclosure in the context of non-profit organizations is very impor-
tant because it is through accounting reports that the entities may account for and disclose 
important information on their economic, financial and operating situation. Table 4 shows 
the descriptive statistics about the quality index of accounting information of entities, which 
was determined after the analysis of the disclosure of the items was analyzed.

Table 4 - Descriptive Statistics of the Accounting Information Quality Index

Panel A – Descriptive Statistics IQIC

Average Minimum Maximum Standard 
Deviation

IQIC 32.4% 10% 54% 7.94%

Panel B – Descriptive Statistics of IQIC by Practice Area

Average Mínimum Maximum Standard 
Deviation

Social Assistence 32% 15% 47% 7%

Culture 31% 10% 54% 10%

Development and Defense of Rights 33% 10% 53% 9%

Education 33% 10% 47% 7%

Housing 34% 34% 34% -

Environment and Animal Protection 31% 12% 49% 11%

Religion 34% 24% 42% 9%

Health 34% 22% 51% 6%

Panel C – Descriptive Statistics of IQIC by Legal Form

Average Minimum Maximum Standard 
Deviation

Association 32% 10% 54% 8%

Foundation 35% 10% 46% 7%

Panel D – Descriptive Statistics of IQIC by Qualification

Average Minimum Maximum Standard 
Deviation

OSCIP 30% 10% 51% 8%

UPF 35% 20% 54% 7%

Source: Research Data (2014).

The analysis of the accounting information quality index (IQIC) identifies a worrying 
situation. This has to do with the fact that the highest level found was 54%. This means 
that entities disclose only slightly more than half of the items required by regulatory bodies 
entities. Compared with studies such as those by Lima (2010) and Gabriel and Silveira 
(2011), which also used a disclosure index to measure the quality of accounting information 
with non-profit entities, it can be said that the information quality accounting of non-profit 
Brazilian entities falls short.
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The average disclosure determined in this study was 32.40% and the minimum 
was 10%. However, studies by Lima (2010) and Gabriel and Silveira (2011) on the finan-
cial market have demonstrated average indexes of 64.82% and 67.17%, respectively. The 
lowest rates of disclosure in these studies were 62.62% and 29.17%, respectively. These 
data indicate that the third sector entities have lower IQIC when compared to the entities of 
the second sector. 

When we analyzed IQIC by area of activity, it was found that only three areas of 
entities had index higher than 50% of the analyzed items. These are Culture (54%), Develo-
pment and Defense of Rights (53%) and Health (51%). The areas Housing and Religion had 
the lowest rates. This difference perhaps is linked to the fact that usually entities associated 
with the promotion of culture are related to the edicts of fostering culture, which leads them 
to the fulfillment of specific rules and the accountability of funds to specific organs.

Through the analysis of the data classified according to the legal form of the enti-
ties, one can understand that the foundations have disclosure level slightly higher than the 
associations, with average rate of disclosure of 35% against 32% of the associations. This 
result is plausible, since the foundations are run by stricter rules than the associations. The 
foundations are made of a public deed, called Statute. They must obtain operating permits 
from the Public Ministry (MP) and should report annually to the state headquarters of the 
MP. They must also report any changes related to their operational and financial aspects. It 
is worth remembering that the obligation to provide annual accounts is determined both by 
art. 66 of the Civil Code and the sanction of normative acts, which are prescribed by the MP 
of each Brazilian state.

Overall, the indexes show a low level of accounting information quality for Brazilian 
entities. 98.72% of the investigated entities showed less than 50% of the items that should 
be disclosed, determined by accounting standards as required for accounting information. 
This report is useful in the decision-making process of social investors, creditors, managers, 
government and other stakeholders in these entities.

4.3 RELATIONSHIP BETWEEN THE QUALITY OF ACCOUNTING INFORMATION  
AND ORGANIZATIONAL CHARACTERISTICS

As the main focus of this study is to evaluate the relationship between organizational 
characteristics and the quality of accounting information of third sector entities, we initially 
performed the Pearson correlation test. This, aimed the analysis of the relationship among 
variables: assets, creation time, independent audit engagement, legal form and certification 
with the quality score of accounting information identified in the analyzed entities. Table 5 
shows the results of the test performed.

The result of the correlation test showed in Table 5 indicates a positive and sig-
nificant relationship (p<0.01) between the quality of accounting information and these 
characteristics: size, creation time, audit and the organizations certified as OSCIPs.

The correlation between the quality index of accounting information and the size 
demonstrates that larger entities have a higher level of quality of financial reports. This result 
converges with the studies carried out with financial market institutions (BALL; FOSTER, 
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1982; LANG; LUNDHOLM, 1993; BHOJARAJ; BLACCONIERE; D'SOUZA, 2004; DECHOW; 
GE; SCHARAND, 2010; HOLANDA et al., 2012; BRANDÃO et al., 2013). The result shows 
that more experienced non-profit Brazilian organizations are better able to present financial 
information, as these tend to have higher experience to deal with the reports and accounting 
figures.

Table 5 - Pearson Correlation Test

IQIC TAM TCONST AUD ASSOC FUND OSCIP UPF

IQIC
Correl 1 .499** .334** .307** -.090 .090 .270** -.270**

N 392 392 392 392 392 392 392 392

logTAM
Correl 1 .420** .535** -.116* .116* .200** -.200**

N 392 392 392 392 392 392 392

logTCONST
Correl 1 .322** -.092 .092 -.608** .608**

N 392 392 392 392 392 392

AUD
Correl 1 -.011 .011 .157** -.157**

N 392 392 392 392 392

ASSOC
Correl 1 -1.000** .112* -.112*

N 392 392 392 392

FUND
Correl 1 -.112* .112*

N 392 392 392

OSCIP
Correl 1 -1.000**

N 392 392

UPF
Correl 1

N 392

**The Correlation is significant at the 0,01 level (2 ends).

*The Correlation is significant at the 0,05 level (2 ends).

Subtitle: IQIC – Index of quality of accounting information; logTAM – log of Size; logTCONST – log of time of 
constitution; AUD – Audited Organization; ASSOC – Association; FUND – Foundation; OSCIP; UPF.

Source: Research Data (2014).

In addition to these variables, the quality index of accounting information relates 
positively to OSCIPs and negatively to UPFs. These results show that there is difference in 
the quality of accounting information according to the type of certificate received by non-
-profit entities. In addition, the entities qualified as OSCIPs are positively related to an audit, 
something that may explain the positive relationship between this title and IQIC. Art. 4 of 
Law no. 9.790/99 provides that the entities qualified as OSCIPs should hire independent 
auditors to perform the audit of its financial statements and, if necessary, also of the funds 
from the partnership agreement, which justifies the identified relationships.

In Table 5, one may also observe a positive relationship between size, audit and 
time of creation. This phenomenon suggests that larger organizations are more experienced 
and are the ones tending to contract/perform independent audit of their financial statements.

After performing the correlation test, the results of multiple linear regression tests 
are presented, with the five proposed models of equations, as shown in Table 6.
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Table 6 - Multiple Linear Regression – Model 1

Variables Beta T Sig. VIF

(Constant) 7,613 0

CONSTITUTION 
TIME (logTCONST) 0,126 2,588 0,01 1,874

SIZE (logTAM) 0,44 7,982 0 1,575

AUDIT (AUD) 0,019 0,367 0,714 1,427

OSCIP 0,109 1,974 0,049 1,595

Association (ASSOC) -0,04 -0,91 0,363 1,028

ANOVA

R 0,522

R2 0,272

Sig ,000b

Durbin-Watson 1,737

Test of Levene 0,693

N 392

Source: Research Data (2014).

From Table 6, it is possible to point out that the first proposed model is significant, 
and independent variables can explain 27,2% of the variance in accounting information 
quality score. By means of the results of the model 1 test, it appears that three variables 
are significant: logTAM, logTCONST and OSCIP. This information is convergent with the 
correlation among the results shown in Table 6. However, it diverges in relation to the 
variable AUD, because the model proposed showed no significance. The variables FUND 
and UPF were excluded from the model. This can be explained, since these variables are 
mutually exclusive dummies, i.e. those that are not FUND are ASSOC and the entities that 
are not UPF are OSCIPs.

The variable AUD was not significant, with a β coefficient of 0.019 in model. This 
fact shows little influence upon the analyzed context, even having presented significant 
correlation in the Pearson correlation test (Table 5). The beta (β) correlation between the 
variables AUD and IQIC, although significant, is low (0.307).

The failure to influence the conduct of the audit on the quality of accounting infor-
mation of third sector entities is contrary to the expectations of this study and the literature, 
which demonstrate its influence on the quality of accounting information. Nevertheless, it 
appears that this result converges with the study by Saxton, Kuo and Ho (2011). For these 
authors, this result demonstrates that using only the independent audit, exclusively as a 
form of governance, does not guarantee greater level of disclosure and, consequently, higher 
quality of reported financial information.

In the context of the second sector, the audit has been demonstrated in some 
studies, already cited as influential on the quality of accounting information. However, there 
are also studies (BAUWHEDE; WILLEKENS; GAEREMYNCK, 2003; JEONG; RHO, 2004; 
IATRIDIS, 2011) that did not identify a significant influence of this variable. According to 
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these authors, the non-influence might be related to other factors, such as the change of 
audit firm and elements involving the quality of audit work.

In addition to the above variables, we emphasize that the title OSCIP was also sig-
nificant in model. This aspect indicates a factor contributing to better quality of accounting 
information. This result might be linked to the fact that these organizations are larger, as 
identified in the correlation test. In addition, the legislation governing certificated organiza-
tions as OSCIPS predicts compulsory publication of financial statements. The performance 
of the audit of these statements and the terms of partnership can also help these entities 
show a higher level of quality of accounting information.

The influence of the qualifying title as OSCIP on the quality of accounting informa-
tion reported by non-profit institutions is consistent with the study’s results by Yetman and 
Yetman (2004). The authors suggest that the efforts of regulatory entities in higher level 
of control and monitoring make governance practices – adopted coercively – contribute to 
a minimization of opportunistic actions, errors and failures in the process of preparing and 
presenting the financial statements of non-profit organizations.

The results about the variables TAM and CONST converge with studies by Marcuello 
and Salas (2001), Yetman and Yetman (2004); Behn, DeVries and Lin (2010); Cruz (2010) 
and Beisland and Mersland (2013). In these studies, the variables showed explanatory power 
and significant influence upon the quality of accounting information. Thus, it appears that 
larger organizations have the need for better internal controls and require clearer information 
for the decision-making process. Similarly, over time, there is a wish of evolving internal 
controls in order to meet the needs arising from organizational activities, thus contributing to 
better quality of accounting information (BEISLAND; MERSLAND, 2013).

With this result, it is possible to accept the H1 of the study. H1 predicted a posi-
tive relationship between the size of non-profit organizations and the quality of accounting 
information. The H2 prescribed the existence of a positive relationship between the quality 
of accounting information and the time of constitution of the analyzed entities. The hypo-
thesis can also be accepted because both the correlation test and regression test showed, 
respectively, a relationship and positive influence between the calculated IQIC and the time 
of establishment of the non-profit organizations analyzed.

The H3, which foresaw a positive relationship between nonprofit organizations 
that have external auditing and a higher level of quality of accounting information, can not 
be accepted. Although the results suggest that it is related positively to a better quality of 
accounting information, a low influence of only 1.3% was identified in the first model, and of 
1.9% in model 5, both not significant. It is worth mentioning that the influence of the audit 
on the quality of accounting information is not conclusive. It leaves room for further research 
to be carried out within the third sector. The literature provides orientation on other aspects 
related to the audit, as rotation of the audit firm and the audit by a BigFour (BAUWHEDE; 
WILLEKENS; GAEREMYNCK, 2003; JEONG, RHO, 2004; IATRIDIS, 2011). These factors 
can influence the quality of reported financial information. These data were not captured in 
this study. The next section presents the final remarks of the study and the recommendations 
for future research based on our findings.
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5. CONCLUDING REMARKS

The study aimed at evaluating the relationship between the quality of accounting 
information disclosed and the characteristics of the third sector Brazilian entities. As for the 
quality of information of financial reports released by the third sector organizations investi-
gated, the main results point to a low level of accounting disclosure and, consequently, the 
low quality of accounting information disclosed by the Brazilian third sector organizations, 
compared to entities in the second sector.

Regarding the analysis of the relationship between the characteristics of the third 
sector entities and the quality of accounting information, it was found that the size and the 
time of establishment of the entities positively influence the quality of disclosed accounting 
information. Therefore, the largest and most experienced organizations tend to have better 
quality of accounting information disclosed, which may be linked to the existence of more 
efficient controls, better knowledge of norms and experience on how to handle the accou-
nting processes. Moreover, it can be inferred that these entities must hold knowledge of 
the importance of accounting figures to the management process. In addition, the entity's 
classification as OSCIP also contribute to the improvement of the accounting information 
evidenced.

The results suggest that the legal form of a non-profit organization does not have 
influence on the quality of accounting information. This suggests that more bureaucratic 
processes in the formation of a foundation, and the obligation of accountability annually to 
the Public Ministry is not able to ensure the quality of the information provided. However, it 
was also observed that organizations formed as associations have no obligation to provide 
accounts, except those classified as UPF or OSCIP. Thus, this fact does not contribute to a 
higher level of the quality of accounting information.

These results also show that non-profit organizations and regulatory bodies need 
to evolve in the accounting information reporting process, as well as in the awareness of the 
importance of these reports for the decision-making process and public accountability.

The results of this study contribute to the elucidation of some factors as predictors 
for the quality of the accounting information of third sector entities. This research increases 
the panorama of the discussion of the quality of the accounting information in the studied 
context, and serves as a base for the development of research oriented to the management, 
accounting and its information in the context of the nonprofit organizations.
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