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The objective of this paper is to make a comparative analysis of the accountability theory approach of
the index of disclosure and the importance given by stakeholders to information considered relevant
for accountability in Philanthropic Institutions of Higher Education of Brazil (PIHEB). The study
developed an analysis of a population of 146 entities that are drawn up by a cadastre in the National
Council of Social Assistance (NCSA). Firstly, it developed the Index of Disclosure of the Institutions of
Higher Education of Brazil (IDIHEB) measured by the qualitative characteristics of disclosure divided
into four groups: (i) general view (ii) service performance (iii) financial performance, and (iv) physical
and financial situation, developed and used in the study of Coy et al. (1993). Furthermore, with the use
of the Delphi technique and having as basis, the study of Coy and Dixon (2004), the research captured
stakeholders’ perception of what information they consider important for disclosure in relation to the
PIHEB. The results revealed the existence of a gap between what the PIHEB discloses and what the
participants of the Delphi technique consider important for the PIHEB to disclose. The research result
also indicated that only less than 33% of PIHEB prepare voluntary disclosure; the majority prepares
mandatory disclosure, showing that though few, the institutions are concerned about public

accountability beyond legal requirements.
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INTRODUCTION

Higher education in Brazil has always been a subject
present in the proposals of all governments and which
cannot be otherwise, given its importance in the
development of the country. According to the 3" article of
the Federal Constitution of Brazil whic h outlines the
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Abbreviations: PIHEB, Philanthropic Institutions of Higher
Education of Brazil; NCSA, National Council of Social
Assistance; IDIHEB, Index of Disclosure of the Institutions of
Higher Education Of Brazil; MAD, modified accountability
disclosure; PAIl, public accountability of index.

objectives of the Federative Republic of Brazil, the State
must "[...] eradicate poverty and marginalization and
reduce social and regional disparities”. In turn, the 6"
article, which deals with social rights, states that
“education, health, work, leisure, safety, social security,
maternity and children’s rights as well as obligations
towards the assistance of the destitute are social rights of
citizens. Therefore, it is the duty of the State to promote
the welfare of society as a whole without distinction as to
origin, race, sex, color, age or any other form of
discrimination, especially in providing basic needs such
as health, education, work and safety”. According to the
Federal Constitution of 1988, higher education will be
developed "with the cooperation of society” in the sense
that it may also contribute to the formation of the citizen.



The State, in requesting the participation of civil society in
the formation of people, recognizes its inability to meet all
the educational needs of individuals.

To assist the state in its institutional purpose, the
Philanthropic Institutions of Higher Education of Brazil
(PIHEB) were created. These institutions, in addition to
tax exemptions established by the Federal Constitution,
also profit from the benefits addressed in Article 55 of the
Organic Law of Social Security No. 8212 of July 24,
1991. The § 7 of Item Ill of Article 195 of CF/88 states: "
Entities for social assistance are exempt from
contribution to social security so long as they meet the
requirements established by law." Non-profit institutions
of higher education, provided they fulfill the requirements
established in Decree No. 2536, are considered as aids
for social assistance, and are therefore exempt from
contributions to social security and business responsi-
bilities, so long as the employee benefits (due autonomy
and business) are collected normally. Because of the tax
waiver in favor of PIHEB, they are responsible for
providing receipts to certain government agencies.
Therefore, until the year 2006, the general public had
access to the financial statements of these entities only
through information published in newspapers. However,
since 2007, the Justice Department made it mandatory
for the institutions classified as federal public utilities,
which includes the institutions considered in this study to
disclosure their financial information via the electronic
media so as to make it available to anyone who wishes to
consult it.

The disclosure has an important role in reducing the
informational asymmetry between the company and its
stakeholders and is considered one of the main forms of
communication between the company and the various
users interested in evaluating its management’s perfor-
mance. An issue that is still being addressed by the
positive research of international accounting since the
80s is entitled "Theory of Disclosure." Several authors
have discussed this theory with emphasis on the articles,
Verrecchia (1983) and Dye (1985). The main objective of
this theory is to explain the phenomenon of financial
disclosure, from some perspectives, seeking to
understand, among other things, the economic reasons
why certain information is voluntarily disclosed.

THEORETICAL FRAMEWORK

What are philanthropic
education?

institutions of higher

These institutions, due to their lack of profit purposes, are
classified as third sector. The PIHEBs, despite belonging
to the third sector, are not characterized by voluntary
participation, because their activities are carried out by
paid staff, which by so doing enables the retention and
compensation of employees to perform the functions
necessary for their development of activities. Moreover,
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in addition to the services they provide, specific skills of
employees are also necessary, to satisfy the require-
ments of the Ministry of Education, as well as those of
society.

Benedicto (1997) opined that institutions of education
whether private or public, profit or non-profit are organi-
zations established to provide benefits for society. These
benefits are social, cultural, economic, educational, tech-
nological and moral. The existence of these institutions
has meaning only when they are actually contributing to
the development of the community. To these charac-
teristics we may add that unlike most non-profit entities,
these entities survive with funds coming from fees
accruing from their provision of educational services as
well as grants and agreements from/with both the private
sector and government agencies. Profit is not the goal of
these entities, however, it is needed to ensure the
continuity and maintenance of their heritage as well as
the fulfillment of their mission. Besides, the certification
as an Entity for Social Services and Welfare, issued by
the Ministry of Education is added to the characteristics
of third sector entities. We must now, in view of what has
been presented consider the objectives of this work as
shown in the concept of PIHEB. Institutions of higher
education that are certified as Entities for Social Services
and Welfare are those which apply, annually, at least
20% (twenty percent) of their total gross revenue to
charitable work; those that promote educational assis-
tance at a higher level, intending to prepare the individual
for the job market, leading thus to changes in society
and; those whose wealth is created, maintained and
expanded, from tuitions, grants, donations and partner-
ships with public and private entities and where their
directors, advisors, shareholders, founders, benefactors
or equivalents do not receive any remuneration in any
form or title in view of the powers, functions or activities
assigned to them by their incorporation (Lima, 2003).

Disclosure literature

Hope (2003) argues that disclosure is an inherently
complex phenomenon and a simple theory can provide a
partial explanation. Verrecchia (2001) and Dye (2001)
presented a conceptual vision and demonstrated argu-
ments for the existence of a unified and comprehensive
theory about disclosure. The taxonomy proposed by
Verrecchia (2001) encompasses three broad categories
of disclosure research in accounting (Table 1) which are:

1. Association-based research (association-based disclo-
sure) seeks to identify the association between disclosure
and the behavior of investors whose objective is to
maximize their wealth. The analysis of this association is
accomplished through the characterization of the effects
of disclosure in the actions of investors at the time the
disclosure occurs. Yamamoto and Salotti (2006), consi-
dered that studies on disclosure-based association have
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Table 1. Characteristics of the disclosure of search categories.

Characteristics of disclosure

Search category

Timing of Disclosure (ex ante or ex post) File disclosure process endogenous or exogenous)

Association ex post
Trial ex post
Efficiency ex ante

Exogenous
Endogenous
not applicable

Source: Yamamoto and Salotti (2006).

been successful because they provide detailed charac-
terizations of the relationships or associations between
disclosure, changes in prices, turnover or other market
phenomenon.

2. Research based on discretionary disclosure
(discretionary-based disclosure) seeks to identify the
reasons for disclosure, and to identify why managers
and/or companies decide to disclose certain information.
One of the key issues for understanding this type of
research is related to the problem of adverse selection,
where the information that is not disclosed is interpreted
as information not favorable. For instance, if a company
has good prospects for the coming financial years, it has
a greater incentive to disclose details on these angles,
believing that the costs of disclosure would be smaller
than the benefits and also because non-disclosure of
information could lead the market to interpret that the
financial outlook for the coming years is not good. On the
contrary, if the company's financial prospects for the
coming years are bad, then it is not worth it to incur such
disclosure costs, considering that the non-disclosure will
already be interpreted in such a way by the market.
About adverse selection Dye (1985) states:

The current investors (that maximize wealth) prefer a
management that will adopt policies to increase the
market value of their shares. Since the company's
market value before and after each disclosure is
publicly observed, in principle, investors could
conceive contract incentives that encourage
management in suppressing unfavorable information
to the company's value and disseminate information
that increases the price of the company.

But if investors know that the management has
information that has not been disclosed, they will
correctly infer that the current market price of the
company overestimates the value of the company
itself, based on information (negative) retained by
the management. Thus, investors will lower their
demands for the company's stock price and the
company will drop progressively until management
releases the information.

3. Research based on efficiency disclosure (efficiency-
based disclosure), discusses what kind of information is
preferred and efficient, considering that the information
has not been disclosed. To Dye (2001), most researchers

would agree that if the accounting company discloses
more information, it may reduce their financial cost. The
transaction cost, which is generated from the cost of
adverse selection from the exchange of assets between
investors with varying degrees of information knowledge,
can influence the efficiency of the disclosure. In the
pursuit of efficiency, companies seek to reduce
information asymmetry in order to reduce this cost.
According to Yamamoto and Salotti (2006), "the company
could undertake to prepare their financial statements
using accounting standards and procedures as
transparently as possible." To the authors, if a good
disclosure policy benefits the company and consequently
reduces their financial cost, then what prevents the
company from providing full disclosure?

In turn, Dye (2001) disagrees partially with Verrecchia,
supporting the following arguments with respect to
mandatory disclosure. Regarding mandatory disclosure,
he agrees that the existing literature is not sufficiently
mature to merit the status of a theory. Now with respect
to voluntary disclosure, Dye argues that this issue can be
studied as an appendix to the Theory of Games, where
the entity will or will not be disclose, observing the degree
of information’s favorability to the entity. Dye (2001) cites
as an example a company which in their report, only
highlights its successful program to reduce costs, and
makes mention of no type of its revenue. According to
Dye, the theory can predict that revenue growth was not
as satisfactory as cost reduction, even before examining
the income statement. To Dye, using the premise that
companies or their managers will disclose what they
believe to be pro-business and omit what is negative
does not necessarily lead to appreciation or depreciation
of the stock price. Verrecchia (2001) argues that a
comprehensive theory should recognize all aspects of the
role of efficiency, incentives and endogeneity of the
market process, and this covers the interactions between
investors who are agents seeking to maximize their own
well-being.

Dye (2001) presents some reasons why the market can
not push companies to divulge information: (a) Lack of
knowledge by the stakeholders of the potential of
information available; (b) Different interpretation of the
information by investors or its lack thereof; (c) As a
function of management earnings, the credibility of the
disclosure is compromised. According to the analytical
model proposed by Verrecchia (2001), the discretionary



disclosure results in five empirically testable hypotheses,
which are correlated: (a) positive with the company's
performance, (b) negative with disclosure costs, (c)
positive with a level of informational asymmetry between
foreign investors and the company, (d) positive with
importance given by the company to third party opinions,
and (e) positive with past levels of disclosure. Verrecchia
(2001) and Dye (2001), despite some disagreements,
agree that special attention should be given to studies on
the effectiveness of mandatory disclosure. However, the
disagreement between Dye and Verrecchia regarding
issues relating to the disclosure involved in the capital
market and with regard to disclosure of the PIHEB as the
objective of this study, indicate that we still have a long
way to go, given the scarcity of studies in this area.

Study of Coy et al. (1993)

During the period of 1985 to 1990, there were
considerable changes in the annual reports of institutions
of higher education in New Zealand. The study sought to
examine whether these changes have continued, based
on the contents of the report, the opportunity of their
publication and extent of their distribution. In the study,
we used two sets of information. First, the reports pu-
blished from 1992 through November 1993 are analyzed
by the quality of their content using the disclosure index
developed by Coy et al. (1993), and compared with
similar reports from 1990 to 1991. Subsequently, in April
1993 questionnaires were sent to 32 institutions with the
intent of getting information about when and to whom the
annual reports of 1992 were distributed. The timeliness of
annual reports of the institutions of higher education was
considered under two aspects: the date when financial
statements are sent to the parliament and the date when
financial statements are available to external users and
the general public. The first aspect named by the authors
were regarded as the opportunity of the statutory process
while the second, the opportunity for public
accountability. The authors argued that individuals had
the right to examine the institutions’ reports from the date
that the reports were made available to parliament, but
the timeliness of the distribution of the annual reports to
the public was left to the discretion of each institution.
Distribution was considered by the authors to be the
number of reports sent to individuals and other orga-
nizations, the scope and suitability of persons to whom
the reports were sent, their availability in libraries, and
how accessibility was handled, including press releases
and the use of advertisements. The study indicated that
the majority of the annual reports (61%) were distributed
to people working in the higher education industry.

The annual reports of institutions of higher education in
New Zealand were evaluated with the aid of a disclosure
index that measures quality using an ordinal scale. In a
previous study, Dixon et al. (1992) analyzed the reports
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from 1985 t01990 using an index called the score of
accountability disclosure (AD-score). This index included
43 items that the authors identified through a combination
of inductions and deductions or, in the opinion of the
authors, contributed to public accountability. Before
assessing the reports of 1992, the authors reviewed the
AD-score method and decided to continue the develop-
ment of the index, analyzing its weaknesses which had
become apparent, including those attributable to the
processing of the reports to be published in 1991 and
1992, and comparing them with previous years. As a
result of this review, the number of items in the index was
reduced from 43 to 26. This reduction included the
insertion of a new item, the index allocation overhead,
and the reduction of the current 43 items to 25 items
through a combination of several items that were
previously treated separately. The revised index was
called Score of Modified Accountability Disclosure (MAD-
score) and is presented together with their weights in
Table 3. The detailed contents of each item are
subsequently given.

Overview
Statement of objectives

Demonstration must include the following: mission,
objectives and performance goals in detail, summaries,
with understandable and realistic terminology. Items must
be shown in quantitative/measurable dimensions and
provided in a timeline.

Descriptive report/review

The report is issued by the chairman and or vice chan-
cellor. It is the report of key activities and achievements
with reference to social, economic and environmental
policies collectively. It includes some quantification
containing measurements.

Summary of facts and figures

Key facts and figures (highlight of statistical data),
including trends and comparisons for four years with
possible illustrations.

Financial review

Review of revenues, costs, assets, liabilities, capital
projects and any other significant financial trend. It
includes explanation of trends and possibly illustrations.
Accounting policies

Details of the accounting policies used and their changes,
showing all applicable submission criteria. Reasons
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Table 3. ltems’ index and their weights.

Reports of qualitative characteristics of disclosure item

Weight

Overview

Statement of Objectives
Descriptive report/General review
Summary Facts and Figures
Financial Review

Accounting Policies

Directory Information

Service performance
Number of Students
Graduates

Employment/educational destination of graduates

Publications
Student - faculty ratio
Targets

Financial performance
Operating Statement
Depreciation

Budget information

Unit Cost per Student
Statement of Cash Flows
Research Grants
Overhead allocation

Physical and financial condition
Balance Sheet

Faculty/Staff

Library

Investments

Commitments and Contingencies

Equal employment and educational equity information

Usage of Buildings
Total of weights

NDNDMNDDMNDN = W N WWw-—=Nw = N = = W W

= DN =MD WwWW

Source: Coy et al. (1993).

influencing the changes with detailed explanation and
their respective impact-value statements.
Information for the board

Address, telephone number, fax number, contents of
website, date of issuance of the annual report, board
member and who he represents, a senior administrative
official.

Services performance

Number of students

Number of students with information from at least 4 years

and trends detailing full-time and part-time students, and
their level of study: undergraduate, postgraduate and
other courses.

Graduates

Number of trainees per course containing information
from at least four years.

Students’ destination

information

education/employment

Destination of students after graduation, especially with
respect to students from previous years.



Publications

Publications by course and type (for example, references
to periodicals, articles, etc) for at least four years.

Percentage of college students

Percentage of students in college based on all students
within the institution.

Goals

Clear description of objectives or goals specifically with
respect to teaching and research, and their respective
achievements.

Quantification, when possible, with respect to the costs
and outcomes of revenue processes. Comparison
between goals/targets and accomplishments.

Financial performance

Statement of operations income statement

Summary of operations within at least two-years for
comparison purposes, including notes and other
information necessary to allow for better user
understanding.

Depreciation

Detailed description of the depreciation of all assets in
use, including fees and lifetime.

Budgetary information

All the major financial statements, including operations,
cash flow, cost of services and balance sheet showing
variation and explanation of major changes.

Individual cost per student

Unit cost per student, total cost per college/school within
at least four years showing trends and illustrations.
Statement of cash flows

Cash flow for at least two years for comparison purposes,
with notes and other information necessary for the user to

clearly understand the reconciliation of operational
surplus or deficit.
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Research grant

Information about the value of resources received for
research by the field of study and project.

Overhead allocation

Composition of the total overheads. Additionally, details
of the overheads allocation for colleges/schools, bases
for allocation and comparison of the annual forecast.

Physical and financial situation
Balance sheet

Detailed demonstration, disclosing all assets including
land, buildings and stocks, and all other obligations.
Details of reserves and their changes. Annual
comparison, extensive notes, analysis of assets by
college/department.  Controlled assets not legally
considered as self-asset, initial and current financial
assets, changes during the year and balance at the end
of the year.

Faculty/staff

Information about the total number of employees and
college/school, classified by seniority, administrative
functions, technical functions and others, full-time and
part-time, with at least four years of comparative
information. Percentage of teachers with doctorates. Staff
turnover.

Library

Financial and non-financial information. Periodicals,
amount and changes in inventories. Details of donations
(sponsorships). Videos and similar collections. Library
staff and facilities. Comparisons.

Investments

Report showing all investments, movements and
outcomes. Comparative cost value and market value.
Basis of assessment.

Commitments and contingencies

If there are no commitments and contingencies, clearly

specify it as such. If there are contingencies, separate
them, disclosing individual items with financial impact and
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Table 4. Details of the Delphi panel.

Panel name Panel description Size
Internal citizens Academic and general staff who served on university councils 7
External citizens University councilors not employed by universities 9
Student representatives  Student representatives on university councils 6
Oversight agents Five auditors, two MPs and two Education Ministry officials 9
Report preparers Four finance and four information specialists from six universities 8

Source: Coy and Dixon (2004).

stating that all items were disclosed. If tradeoffs exist,
demonstration with full disclosure, stating goals/projects
and showing the expected total expenditure and
expenditure-to-date through the date of financial closure.
Clear demonstration of items that were released.

Application and information of educational heritage

Details of staff and students, including gender, ethnicity,
disability and age.

Use of building

Includes the total area of buildings and facilities on
campus, an indication of how they are used, including
subjects, projects, laboratories, etc. The main findings of
the study are: (i) there was a steady improvement in the
quality of disclosure between 1991 and 1992, being that
the improvement was lower than that found between
1990 and 1991; (ii) annual reports were published and
made available to the general public, within an average of
24 weeks after their closure period and that time was
significantly lower than reports from previous years; and
(iii) the population involved in higher educational
institutions ~ which  included executives/managers/
administrators and academics was the largest group of
interest.

Study of Coy and Dixon (2004)

Based on the studies developed by Coy et al. (1993), the
authors developed an index from the perspective of
public accountability which captured the use of stake-
holder opinions through the Delphi technique. The index
called the Public Accountability Index (PAI) was applied
in the annual reports of universities in New Zealand
during the period of 1985 to 2000. The main objective of
the PAIl was to measure the quality of the annual reports
of the university from a perspective of public account-
tability. This theoretical position suggested a broader
focus on presentation rather than one that could be
related to most restricted questions such as assessing its
financial feasibility or just its educational performance
alone. In the contemporary context of New Zealand uni-
versities, public accountability refers to the presentation

of comprehensive information about the condition of
performance, activities and progress to all those with
social, economic and political interests (Coy et al., 2001).
The authors sought to develop an index that captured as
truthfully as possible, the essence of public opinion on
what should be disclosed and the relative importance of
each item. They then developed the Delphi technique to
get the opinion of the stakeholders of the university,
instead of using alternatives such as ordinary
questionnaires, interviews and focus groups. The Delphi
technique was also used to test the relevance and
importance of items in the index. The Delphi technique as
shown in Table 4, involved a theoretical sample of 39
purposefully selected participants.

The participants received a questionnaire with 130
items which required them to indicate the importance of
each feature in the annual reports using a four-point
scale of “0” (not be disclosed) to “3” (very important to be
disclosed), and to add a few more items that they
considered important. From the reviews of Delphi panels,
the authors prepared a draft of content that was sent for
external observation having undergone more changes.

The final index included 58 items organized into eight
groups. Through the Delphi technique three quality
characteristics were tested, especially timeliness,
accessibility and relevance. However, the authors
decided that, from a practical standpoint, only opportunity
could be included in the PAI because it is a separate and
distinct quality that could be measured in the practical
sense by recording the time that the reports are issued to
the public. The characteristics of timing were measured
as the time that elapsed between the date of the balance
sheet and the publication of the report, and it was scored
as follows:

(1) Report available to the public at 12 t013.6 weeks from
the balance sheet date (score = 5).

(2) The score that increased by 1 point every two weeks
or within two weeks before 12 weeks.

(3) The score that decreased by 1 point every two weeks
or within two weeks after 13.6 weeks.

Thus, in a report available 22 weeks or more after the
balance sheet date, the probable score is 0 (for example,
inweeks: 8t09=7;10t0 11 =6;12t013=5;14t0 15 =
4;16t017=3;181t019=2; and 20 to 21 = 1). Based on



the review of literature, especially on disclosures, the
authors identified three broad categories: overview,
financials and services, and subdivided them into nine
specific categories.

The overview of the items were subdivided into
sections on the report of the university, and the items of
services were subdivided into general teaching, research
and community service items. With regard to service,
educational items and more items were divided into input,
process and output. These categories were scored
because according to the authors, not all disclosures are
equally important, and the weights do not add
controversy to the index because they have little effect on
the results.

The study was used in 2008 for the annual reports from
1985 to 2000 of the universities in New Zealand and the
results of those classified as first and second places
along with the weights established by the authors for
each category are shown in Table 5.

METHODOLOGY

The purpose of this chapter is to present the criteria used in the
research in terms of experts’ selection, structuring the disclosure
index as well as those involved in the Delphi technique.

Research planning and data collection

Field research is one way to verify reality, and according to Vergara
(2000), "...empirical research is the ability to gather available
information to explain a phenomenon in the place where the
phenomenon happens or has happened”. The form of data
collection that was selected was obtained through queries to the
Ministry of Justice’s data base and also to the websites of the
institutions surveyed. It was possible through the research
conducted, to learn a little more about the reality of the PIHEB
entered in the National Council of Social Assistance (CNAS) based
on information collected through the MDA of Coy et al. (1993), and
to draw up an index of disclosures for the Brazilian Philanthropic
Institute of Higher Education.

Construction of the disclosure index

Disclosure index studies have a strong foundation in accounting
literature. Most studies, according to Gordon et al. (2002), have
used a pre-determined list of disclosures that financial analysts
and/or stakeholders consider important in the process of investment
decision-making. The authors adopted in their studies indexes that
are weighted as well as not weighted. The study focused on
disclosures of PIHEB. Only disclosures found through information
provided by the institution to the Ministry of Justice as well as those
available on their website were examined, given that our request to
the CNAS was denied. For the purposes of this study, what we
considered as disclosure were:

(a) Required - those information required in the report of
accountability of the Ministry of Justice, namely the balance sheet,
income statement for the year, statement of the objectives and
statement of the accounting policies.

(b) Volunteer - information available on the web.

In this study, we chose to develop our own disclosure index due
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to not having Brazilian indexes for the institutions surveyed, which
were based on the index structured by Coy et al. (1993) and
adapted to the Brazilian reality. The index included mandatory and
voluntary information, and enabled all stakeholders such as
government, managers and civil society to have general information
of the institution, and know about their financial performance and
services provided as well as their financial standing.

The index developed comprised 26 questions, considering that
when the item was published by the entity, it received a weight of 1
and when it was not, it received a weight of 0. As in Gordon et al.
(2002), the study did not perform any kind of scoring based on the
quantity or quality of disclosures due to the fact that there was no
available information to make such an assessment. So as an
example, an institution reporting an item for the last 5 years
received the same score as an institution disclosing information for
only 1 year.

The structure used to calculate the PIHEB'’s disclosure index is
the MDA developed by Coy et al. (1993). The index comprises four
sets of information which include:

(i) General information about the institution (6 items) which is
related to the objectives of the institution, key facts and figures,
accounting policies and information about the board.

(i) Performance of services (6 items) which is related to the
institution's performance regarding students, graduates, the
destination of graduates, publications, percentage of students and
goals.

(i) Financial performance (7 items) which has to do with the entity's
financial performance showing the results of operations, detailed
information about depreciation and budget costs to students, cash
flow, allowance for research and allocation of overhead.

(iv) Physical and financial standing (7 items) which shows the
physical and financial standing of the entity revealed through
balance sheet, college official documents, investment sheets,
library information, commitments and contingencies, heritage and
educational use of the building.

For each set of information, which was obtained by dividing the sum
of points scored versus the total points possible in the set, the same
procedure was used to calculate the total disclosure index.

Disclosure index

Table 6 presents a summary of the disclosures in each item studied
considering the entirety of the institutions. It is seen in Table 7 that
all the institutions surveyed released items 1, 5, 13 and 20. These
items are required to appear in the Ministry of Justice’s liability
report, and consequently, are considered as required items of
disclosure. It was observed that item 21 was the most published
item amongst the items considered to be of voluntary disclosure; 22
institutions representing only 15.07% of total institutions disclosed
it. It was also observed that group | showed the highest index
(37%). It should be noted that two items appearing in that group,
statements of goals and policy statements, are mandatory
disclosures required in the Ministry of Justice’s liability report, which
enabled this group to obtain a higher score than the other groups.

The Delphi technique

Developed by the Rand Corporation of California in the late 1940s
as a means of obtaining advice from a group of experts or
specialists (Martino, 1993), Delphi is used to solicit opinions from
interested participants, scholars and experts, whose identities are
unknown to one another and who will work independently. The
method includes rounds in which each participant is asked to
comment on issues of interest and then these views are tabulated;
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Table 5. Results of the PAL

University of Auckland Victoria University of Wellington

Categories of Item Category weight 1996 2000 1996 2000
Scores of categories

Timeliness 10 0 100 80 140
Overview: Report 7 94 90 86 86
Overview: University 10 68 77 86 77
Financial 25 76 76 85 51
Service: General 8 51 80 80 74
Service: Teaching 25 43 44 87 42
Service: Research 13 48 67 82 22
Community service 2 54 84 86 60
Score of index public of accountability 54 77 84 69

Source: Coy and Dixon (2004).

the tabulation is used in the next round as a way of achieving
greater consensus amongst the participants. Each round allows,
amongst other things, the participants to reconsider their position in
light of the responses of other participants. For Wright and
Giovinazzo (2000), "[...] the technique is based on the use of
structured knowledge, experience and creativity of a panel of
experts, assuming that collective opinion, when organized properly,
is better than the opinion of an individual by himself."

Three basic conditions, according to Martino (1993), are
necessary for the development of the methodology, which are: the
anonymity of respondents, the statistical representation of the
distribution of results and feedback responses received from the
panelists, which will enable the review of their responses in
subsequent rounds.

According to Estes and Kuespert (1976), the Delphi technique

became widespread in the early 60s from the works of Olaf Helmer
and Norman Dalke. According to Estes and Kuespert, the original
goal was to develop a technique that would enhance the use of
expert opinion in technological forecasting. More recently,
according to Wright and Giovinazzo (2000), [...] the traditional
concept of the Delphi technique, often applied to future events and
trends has been extended to incorporate the search for ideas and
strategies relating to more general organizational politics. This new
form of Delphi was not seen so clearly as an instrument of
forecasting, but rather as a support technique in decision-making
processes and policy development, thus becoming known as the
Policy of Delphi (Delphi Policy).
In this study, the goal was not to ascertain the views of experts on
future issues but rather, from the study by Coy and Dixon (2004) in
New Zealand, whether or not it is important to disclose certain
information. In this sense, it is understood that the Delphi policy can
perfectly serve the objectives of this work.

Expert’s selection

The individuals invited to participate in this study were selected
based on the functions they perform, and which are related to the
entities surveyed in this study. We invited accountants, auditors,
deans, assistant deans of administration and finance, teachers, tax
auditors and representatives of government agencies like the
CNAS and the Ministry of Justice. According to Cunha (2007), the
number of experts varies; while some authors believe that it should
be between 10 and 15 participants, arguing that the inclusion of
more participants provides little increase in results, others believe
that the number should be between 15 and 30 or more, or between

10 and 50. The fact is, according to Cunha (2007), there is a
consensus that a number below 10 participants "[...] limits the
analysis of the responses as well as the assurance of its function as
a consensus, and generates information that is relevant and
useful."

Preparation of the questionnaire

The questionnaire was developed by David Coy and Keith Dixon in
their paper entitled “The Public Accountability Index: Crafting a
Parametric Disclosure Index for Annual Reports”, and which was
used in higher educational institutions in New Zealand.

The questionnaire was divided into 9 blocks originally containing
126 items; it was changed to 113 items with 13 items being
eliminated as it was understood that they did not apply to the
Brazilian context. The questionnaire was available for completion
at: http://fs11.formsite.com/Amauryj/form604527272/index.html and
included the following questions:
| — Statement of objectives; Il — Statement of service performance;
IIl — Statement of cost of services; IV — Statement of cash flows; V —
Statement of financial position; VI — Statement of resources; VIl —
Statement of commitments; VIII — Statement of accounting policies;
and IX — Other items. For each question the participant indicates
only a single number with regard to the degree of relevance, for
example, whether or not they considered it important to disclose
information about the item (Table 8).

It was emphasized that the disclosure involved internal and
external institution users.

Collecting information

After the registration of the address, phone number and email
address of all the higher educational institutions in Brazil which
used in this study, some of the institutions were randomly contacted
by phone and asked to provide the name and e-mail address
information of the accountant, dean or assistant dean of adminis-
tration and finance in accordance with the structure of the
institution. For each institution, it was only requested information
about a single contact, that is, if data referent to the accountant was
asked for, then data referent to the dean or assistant dean was not
necessary. Then, after collecting this information during the months
of July and August 2008, on September 13, 2008, 65 invitations for
the first round of Delphi were sent by e-mail. E-mail confirmations



Table 6. Summary of Disclosure by group.

Lima and Pereira

Report of qualitative characteristics of disclosure item Total

Disclosure Percent

Overview
Statement of Objectives 146 146 100,00
Descriptive report/General review 146 8 5.50
Summary facts and figures 146 3 2.00
Financial review 146 3 2.00
Accounting policies 146 146 100.00
Directory information 146 16 11.00
Service performance
Number of students 146 0 0.00
Graduates 146 1 0.07
Employment/Educational destination of Graduates 146 0 0.00
Publications 146 5 3.42
Student - faculty ratio 146 1 0.07
Targets 146 5 3.42
Financial performance
Operating statement 146 146 100.00
Depreciation 146 2 1.37
Budget information 146 1 0.07
Unit cost per student 146 0 0.00
Statement of cash flows 146 0 0.00
Research grants 146 4 2.74
Overhead allocation 146 0 0.00
Physical and financial condition
Balance sheet 146 146 100.00
Faculty/Staff 146 22 15.07
Library 146 5 3.42
Investments 146 1 0.07
Commitments and contingencies 146 4 2.74
Equal employment and educational equity information 146 0 0.00
Usage of buildings 146 10 6.85
Table 7. Disclosure Index.

Qualitative characteristics Score

Overview 0.37

Service Performance 0.02

Financial Performance 0.15

Physical and Financial Condition 0.18

Median score 0.18

Table 8. Ranking search.

Score Description
0 Not to be disclosed
1 Should be disclosed, but the item is of lesser importance
2 Intermediate importance
3 Crucially important
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from 19 people were received, but the remaining people did not
respond. After the e-mail confirmation, the questionnaire with 113
questions for users to indicate their opinion on the importance of
disclosing particular items was sent on October 1, 2008.

Tabulation and analysis of feedback received

According to Cunha (2007), the analysis of responses is usually
performed based on statistical standards such as number of
observations, the highest and lowest observed value, means,
assurance limits, standard deviation curve, quartile, median and
frequency distribution. The analysis of responses is intended to
provide means so that the participant can re-evaluate his/her
position in the previous round.

RESULTS AND ANALYSIS PRESENTATION

The Delphi technique was applied in two rounds in order
to capture the participants' opinions about the importance
of certain information being disclosed to the general
public by the PIHEB. Although 19 people accepted the
invitation, only 14 responded to the Round 1 of the ques-
tionnaire and 11 responded as described subsequently.

Participants’ profile

Listed below are the 14 participants of the 1st round of
the Delphi technique and their respective credentials, in
alphabetical order. The credentials were extracted from
the Lattes Platform page or provided by the participants
themselves.

Alexandre Pompeu dos Santos

Masters in business administration, specialist in con-
trollership, accountant, independent auditor registered in
the chamber of realty property values and shareholder of
CSN Independent Auditors’ Society.

Célio Pedro Wolfarth

Assistant Dean of administration at the University of Vale
do Rio dos Sinos (Unisinos).

Eduardo Bechara Szazi

P.H.D in International Law from Leiden University
(Netherlands), Business Administration specialist, law
graduate, partner in Soffiatti Szazi Bechara Lawyers.
Adviser and member of Group of Institutes, Foundations
and Companies (GIFE). Member of the International
Society for Third-Sector Research (London) and member
of the Advisory Board of the International Center for Not-
for-Profit Law (Washington DC).

Guilherme Campos e Silva

Accountant, independent auditor registered with the
chamber of realty property values and partner of Price
Waterhouse.

Emilio Henrique Rohr

Accountant for Universidade Presbiteriana Mackenzie
(Mackenzie Presbyterian University).

llza Mateus de Souza

Municipal secretary of social welfare in the city of Campo
Grande - MS.

Lucimirla M. Rassele

Accountant for Faculdade Salesiana de Vitéria.

Marcelo Coletto Pohimann

P.H.D and masters in accounting, bachelor of accounting
and law, treasury advocate and professor at the Pontificia
Universidade Catélica de Porto Alegre — RS.

Marcio do Espirito Santo

Treasurer of the Universidade Metodista de Piracicaba —
UNIMEP.

Maria Hélade Longo de Oliveira

Bachelor in law and tax audit for the city of Campo
Grande - MS.

Mauro Fernando Gallo

P.H.D in accounting, master's degree in strategic
accounting, economic sciences graduate, instructor at the
School of Finance and Administration of the Ministry of
Finance, member of the Gallo Strategy and Planning S/C
Ltd. Lead Professor for the Foundation Trade Alvares
Penteado, professor at Toledo Institute for Teaching and
tax advisor.

Olimpio Carlos Teixeira
Masters in accounting, accountant and independent

auditor registered in the chamber of realty property
values.



Tomaz de Aquino

Lawyer, public advocate for the State Ministry of Minas
Gerais and member of the Centro de Apoio Operacional
ao Terceiro Setor (CAOTS).

Valdete de Barros Martins

President of the National Council of Welfare-CNAS.

Comparison between disclosures provided by the
PIHEB and feedback received from Delphi’s
participants

Table 9 shows, first, the amount and percentage of
PIHEB that showed the disclosure items in accordance
with the methodology adopted in this paper. In this
sequence, it is also showed the insightful results of the
Delphi technique participants after the second round. For
the Delphi technique, we used the study done by Coy
and Dixon (2004) because it is an extended study in
comparison to a previous study done by Coy et al.
(19938), which enabled participants to indicate scores of
other items not covered in the first study. This fact does
not overthrow the analysis considering that with the
exception of item 9 of the study which was used to
construct the index, all other items were listed in the 2004
study and although this was not evidenced by any
PIHEB.

(A) Group | — Overview outlines the trends demonstrated
previously in the PIHEB disclosures of mandatory items,
in cases of items 1 and 5. Not more than 16 institutions
disclosed other items in this group, representing 11% of
the total PIHEB surveyed. However, it was established
from the responses of the Delphi technique participants
that between the items 1 to 5, only 3 showed a score less
than 50% as a disclosure item of extreme importance.
Thus, adding up the received score to the score given by
participants as an item of intermediate importance, the
score exceeds 90%. ltem 6 was excluded from the
second round for receiving a score over 50% in the first
round of the Delphi technique due to the fact that the sum
of scores 0 and 1, with respect to the opinion of the
participants of the Delphi technique, indicated an item of
lesser importance. With the exception of item 6, the result
of the Delphi technique clearly points to the disclosure of
all items of this group.

(B) Group Il — Service performance: this group has no
mandatory items and low disclosures made by PIHEB
were observed, where items 10 and 12, which contained
the bulk of scores, were reported by only 5 institutions.
ltem 7 was not disclosed by any of the institutions
surveyed. Item 9 was not disclosed by any institution, but
was not identified in the Delphi technique either. It could
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be demonstrated through the responses of the Delphi
technique participants that there is a strong tendency
towards the disclosure of items in this group, since once
adding up the scores which were received as of extreme
importance and of intermediate importance, all items
received scores above 60%.

(C) Group Il - Financial performance provides a man-
datory disclosure item which is in line with the responses
of participants of the Delphi technique. In other words,
there is an understanding between the Ministry of Justice
and participants of the Delphi technique that this item
should be disclosed. It should be noted that this item is
part of the requirements for the PIHEB to profit from tax-
breaks. The other items of voluntary disclosure did not
receive by the PIHEB the weight they received from the
Delphi technique participants, given that item 18, the
most publicized, was reported by less than 3% of the
institutions surveyed. From the perspective of the Delphi
participants, regarding voluntary disclosure of items, it is
important to disclose all items, especially items 14, 17
and 18 which received scores higher than 90%
considering the scores 2 and 3.

(D) Group IV - Physical and financial situation: it is no-
ticed again in this group the agreement between PIHEB
and participants of the Delphi technique with respect to
voluntary disclosure items. The other items of voluntary
disclosure, though improved compared to the previous
groups, were still subject to the stakeholders involved in
this research to consider its importance of being
disclosed. In this group, item 25 had highest score from
the respondents, receiving a score of over 90%. We also
emphasized the similarities between the PIHEB that
reported on item 21, 15.07% and those who considered it
extremely important 18.18%.

The results show a clear difference in opinion regarding
voluntary disclosure items, between what is being
reported by the PIHEB and what the participants of the
Delphi technique considered important to be disclosed.

It also highlights the gap between what the government
considers important, which are items of mandatory
disclosure, and what the stakeholders participating in this
study consider relevant. It should also be noted that in
addition to the items listed in Table 5, the results of the
Delphi technique also suggest other items that were
considered important by participants. Studies in New
Zealand point to regulation as the main factor in
improving rates of disclosure amongst the institutions of
education. For this reason, and based on the results
presented, it would be up to the government to establish
standards and incentives to promote improvements in the
PIHEB'’s rates of disclosure. Given these aspects, the
results do not indicate that the PIHEB are totally
unrealistic with regard to disclosures as for-profit entities,
but in addition to being de-motivated, they also have
arguments for not providing voluntary disclosure. It
should be noted, however, that for-profit entities have a
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Table 9. Comparison between PIHEB disclosure and Delphi.

Report of qualitative characteristics PIHEB DELPHI

of disclosure item Disclosure Percent 0% 1% 2% 3%

Overview

Statement of objectives 146 100 0.00 0.00 27.27 72.73
Descriptive report/General review 8 5.50 0.00 9.09 18.18 72.73
Summary facts and figures 3 2.00 9.09 0.00 5455 36.36
Financial Review 3 2.00 9.09 9.09 9.09 72.73
Accounting Policies 146 100 0.00 0.00 27.27 7273
Directory Information 16 11.00 1429 42.86 714  35.71
Service performance

Number of students 0 0.00 0.00 0.00 27.27 72.73
Graduates 1 0.07 0.00 18.18 36.36 4545
Eemployment/Educational destination of graduates 0 0.00 0.00 0.00 0.00 0.00

Publications 5 3.42 0.00 9.09 27.27 63.64
Student - faculty ratio 1 0.07 0.00 36.36 63.64 0.00

Targets 5 3.42 9.09 18.18 9.09 63.64
Financial performance

Operating statement 46 100 0.00 9.09 27.27 63.64
Depreciation 2 1.37 9.09 0.00 27.27 63.64
Budget information 1 0.07 18.18 0.00 9.09 63.64
Unit cost per student 0 0.00 18.18 0.00 4545 36.36
Statement of cash flows 0 0.00 0.00 9.09 18.18 72.73
Research grants 4 2.74 0.00 9.09 27.27 63.64
Overhead allocation 0 0.00 27.27 9.09 9.09 54.55
Physical and financial condition

Balance Sheet 146 100 0.00 9.09 9.09 81.82
Faculty/Staff 22 15.07 9.09 9.09 63.64 18.18
Library 5 3.42 9.09 27.27 36.36 27.27
Investments 1 0.07 27.27 0.00 9.09 63.64
Commitments and contingencies 4 2.74 9.09 9.09 9.09 72.73
Equal employment and educational equity information 0 0.00 0.00 18.18 36.36  54.55
Usage of Buildings 10 6.85 0.00 27.27 4545 27.27

fundamental difference compared with the entities that
are considered in this study. The resources of for-profit
companies are supplied by a set of individuals or
companies who expect the best financial returns on their
investments. On the other hand, in the case of PIHEB,
funds are provided by the community and government
through contributions, fees and tax breaks, thus, their
results are expected to promote better education,
although greater financial returns are not always sought
on their investment. Considering that the community is
the main provider of public resources, it should receive
from the government and PIHEB information on how its
resources are being utilized.

Conclusions

In this research, we found that there are few empirical
works on disclosures of non-profit organizations and
lesser yet are the works related to the philanthropic
institutions of higher education. For providing services of
relevance to the country, these institutions receive tax
breaks that must be converted into services for the
community. However, in Brazil, little is known about how
PIHEB have developed their activities, given that these
institutions are only accountable to the government.

Some PIHEB, although, very few, in addition to the
annual financial statements, also have available on their



web pages management reports, auditor's opinion and
social audit accountability report. This attitude reflects
these entities’ concerns for public accountability since in
addition to providing information to regulators they also
make the information available to the various
stakeholders so that they can perform their own analysis.
Therefore, this study aimed to conduct a comparative
analysis of the theory of disclosure between the

disclosure index of the PIHEB and the stakeholders’
opinions on what information they consider relevant to be
disclosed. As a result, based on the study done by Coy et
al. (1993) and information available through the Ministry
of Justice, we built a self-disclosure index of the 146
entities registered with the CNAS. Then the Delphi
technique was applied in order to capture the opinions of
the stakeholders of the entities that were made the object
of this study, with respect to information considered
relevant for disclosure. Lastly, in light of these results, the
responses of the stakeholders were analyzed in
comparison to the disclosure index built.

The results of the Delphi technique’s application
developed based on the study of Coy and Dixon (2004),

when compared with the rate of PIHEB disclosures,
enabled us to verify the existence of a gap between the
information that participant stakeholders considered
important to be disclosed and what the PIHEB have
actually made available. It is worthy to note that the
possible causes of the existence of this gap are probably
related to the fact that most institutions limit themselves
to reporting required information as well as show lack of
motivation in providing voluntary disclosures.

Regarding this last aspect, one can agree to the
possibility of expanding this research, especially with
regard to the need for:

1. Understanding the factors leading most PIHEB to
making only required disclosures;

2. Investigating, through the surveys of PIHEB leaders,
the reasons for disclosing or withholding information, and
3. Investigating how financial information should be
presented in order to maximize its understanding and
benefits to the users.
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