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INFLUENCE OF THE FINANCIAL AND NON-FINANCIAL
INFORMATION ON THE RESULTS
OF THE PUBLIC BENEFIT ORGANIZATIONS

Abstract. Public benefit organizations pursue non-finaneiatl socially useful objectives
that serve the well-being of individuals or widenbfic. Business corporations address their
financial reports to investors who provide themhwégpital. A public benefit organization does
not have any investors and uses grants and dosatoattain its objectives without giving any
guarantees that it will be successful, but onlyngising its motivation, efforts, determination and
intention to assist the target group of benefiegri

The paper aims to assess the importance of themafmn presented in the public benefit
organizations’ financial and business reports Fairt stakeholders, as well as the impact of the
organizations’ financial results on their capadiyraising funds in the next periods.

Investigating the sample of 84 Polish public banefganizations the authors intended to
find out whether financial information determind® tamounts of grants and financial donations
the organizations receive. They also attemptedstabéish which financial factors make donors
contribute to the given organization. Another objec of the study was to show whether the
Polish donors examine the organizations’ finanoégorts and use information thus obtained to
donate.

Keywords: financial statements, public benefit organisatiagrants, donations.

1. INTRODUCTION

Public benefit organizations (PBO) pursue mostlg-financial and socially
useful objectives that serve the well-being of witlials or society, however
some business corporations being for-profit orgations are also involved in
philanthropic activities (Posner, Malani, 2007).

The first definition of a public benefit organizati was formulated in the
English law. The English regulations applying ta@dtable organizations have
been 400 years old now (O’'Hagan, 2001). The firgili&h law in this area was
theCharitable Uses Aabf 1601, also referred to as the Statute of Eétab

In Poland, public benefit organizations have tadaliy the public benefit
activity and volunteer work act (art. 4 item. 1 Q. 03.96.873), according to
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which “Public benefit activity is an activity th& socially useful and is per-
formed by non-governmental organizations in thédfief public tasks men-
tioned in the Law.” The act lists as many as 32cfdbyes benefitting the public
that after March 2010 can be pursued by all typesganizations, including the
commercial law firms. However, the organizationstidties cannot not be
profit-oriented and all their receipts have to kmedito fund their statutory
activities instead of being distributed among tlsbiareholders and members. As
the list of the objectives is exhaustive, only @auncil of Ministers’ resolution
can extend it. Besides assistance for the poor smuial groups suffering
hardships and environmental protection, activisesh as support for entre-
preneurship, consolidation of national traditioleshnological advancement and
work for the European integration are also courtetng public tasks that the
public benefit organizations can legitimately caowt in Poland. Accordingly,
the range of the tasks that the Polish organizatame allowed to undertake is
much wider than that available for their Europeannterparts, which makes
comparisons between the Polish and the foreigd #gctors much less reliable.

Any organization functioning in the economy has stakeholders, i.e.
people and entities that are interested in thenizgton’s successes, determine
its activities and limit or boost its development.

All organizations preparing their financial repomgsrticularly those obliged
by the law to publish them, should make sure thatréports’ contents are useful
for users wishing to assets the organization’s mament and financial condi-
tion (Baran, 2006). To this end, their reports haweconform with certain
guality standards. The standards were formulatatiétConceptual framework
that the IASC developed and approved in 1989 tagedvariability in the
interpretation of the elements of financial reports

Regardless of the aims an organization pursuefinéacial reports should
mirror its actual financial standing. The PBOs tipatarly the charitable organiza-
tions, emerged in times when the goals predominatedthe means. Despite the
passing of centuries and economic developmentptbanizations prepare their
reports in much the same way they made them irpésé Unlike the business
corporations that are aware of their obligationptesent their results to the
providers of capital (the investors), the publicéfi organizations do not have
investors and fund their activities from grants dodations. They do not guaran-
tee that some specific results will be achievedising instead their determina-
tion, efforts and endeavours to be of help to #éinget group of beneficiaries.

Public benefit organizations frequently spent hsgens of money con-
tributed by individuals or institutional donors their activities. Only few of the
organizations undertake commercial activity or ergervices partially paid by
their users to accumulate resources they needntb their statutory aims. The
most successful among them earn revenues thabamgacable with the receipts
of large business corporations; for instance, id128nd 2006 the United Way of
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America had incomes reaching 3.91 billion and 68milion US dollars,
respectively (Supphellen, Nelson, 2001). The legglirements that the PBOs’
financial reports have to meet country specifid. rAkearchers dealing with the
accounting issues (see: Noraini et al., 2009) belibowever, that the organiza-
tions’ financial reports are necessary not onlyth@ government institutions to
be able to monitor and control their activitiest blso for making decisions and
providing a wider group of stakeholders with appiate information.

2. THE AIM OF PUBLIC BENEFIT ORGANIZATIONS’ FINANCIAL REPOR  TING

Since mid-1960s business organizations have beestigated in respect of
the informational needs of the users of their foliahreports with a view to
improving the reports’ structure and contents (Ar@T Accounting Association
— AAA, 1966, and Accounting Standards BoarédSB, 1995, 1996, 1999). The
findings, although useless for the not-for-profiganizations, provided a basis
for discussions on the purposes of the organizsitiimancial reporting and the
applicable qualitative criteria (Hyndman, Cono®900, p. 2). The report on the
research conducted in the UK in 1980 (Bird, Mordanes, 1981, p.70) pointed
to the low quality of the financial data presenbgdthe British PBOs. The two
major drawbacks were described as “diversity” atatk of consistence” in
presenting financial information. These defectsdezad comparisons of
financial reports submitted by different organiaat, as well as analysing and
understanding the same organization’'s data onitfexeht years of its activity,
practically impossible. The reports of the PolidB(® are inconsistent too. In
addition to different organizations presenting alifint ranges of financial
information, the structure and the range of infaiorathat the organizations
present also vary between reports. Other qual@atnteria formulated within
the IASC’s conceptual framework of 1989 are alsmei for instance those
requiring the financial reports to be clear andfuis&Some reports are incom-
plete and the additional information their authprsvide only describes how
assets and liabilities were valued, or the findrreiport only contains a P&L a/c
calculated in line with the pattern used by comrma¢rorganizations. The
amendment of the public benefit activity act of22uary 2010 penalizes public
benefit organizations failing to submit and publtbleir business and financial
reports by the prescribed deadline, but no obligatihave been imposed on the
organizations to make them comply with the finahc&porting quality stan-
dards. This leads us to the following question: Wwhdhe purpose and who are
the users of PBOs’ financial reports, when mosthefr financial and business
statements are incomplete and incomprehensiblét the non-commercial
(not-for-profit) character of the organizations’tigities that makes their
managers concentrate on the business reports anfihaocial data?



15C Halina Waniak-Michalak, Ewelina Zarzycka

Interestingly, after studying 130 respondents thiidB researchers dis-
covered that the PBOs’ stakeholders paid atteriboboth financial and non-
financial data (Hyndman, 1991, p. 295-307). Acaogdio other studies carried
out by the US scientists (Parsons, Trussel, 2@@8)ations were related to some
financial data and indicators, though. The US Ghatavigator founded in 2001
has been making annual surveys of the financiatition of the US NGOs
based on a range of selected financial measuremntothe organizations. The
above circumstances encouraged the authors oétticée to conduct their own
research to find out whether the information présgénn the PBOs’ financial
reports shapes donors’ financial decisions in tleassive periods. Do a great
weight attached to organization’s financial resalts the fact that some PBOs
manipulate their data (Jegers 2010) affect therizgéions’ financial future? If
yes, which balance sheet values or results arly likgoroduce this effect?

3. PBO’S SOURCES OF INCOME AND EXPENSES

The not-for-profit organizations are only allowedderive income from ser-
vices that their users do not pay for. Howevesedoure sources of steady income
and to stabilize and consolidate their financialation, the organizations
frequently decide to charge for their services aanhetimes undertake regular
business activities. The latter approach requirem@anization to register as
a business and to spend its receipts on its statatdivities. According to the
public benefit activity and volunteerism act, 4A.item 1, 2003, the public benefit
organization conducting business activity has &pkan accounting system where
its expenses and revenues coming from differentcesiuare settled separately to
enable their identification and individual preséiotain a financial report.

PBOs’ incomes usually vary and forecasting theiure amounts is diffi-
cult. A grant or a donation received one year malylre offered a year later,
despite the organization’s efforts. The EU fundihgt many of the organiza-
tions qualify and apply for are not easy to obthggause the organizations have
few specialists knowing how to write applicationstbe organizations’ plans
and the profiles of the EU programmes do not mé@RUS, 2010, p. 2). The
1% of personal tax payments that individuals cdocate to the PBO of their
choice has become one of the most important fighobjectives pursued by the
organizations. However, some organizations havéleness with informing a
large group of taxpayers about their existence clisignificantly limits their
opportunities for deriving significant incomes frdhis source. Comparing the
intensity of promotional campaigns that were lawttiseveral years ago and
today we see that the PBOs are now competing fsetlincomes. However,
organizations that are not credible enough forbthreks to get loans to cover the
advertising costs or those who cannot count onntadia support will not be
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successful in this competition. Additionally, theatddnal Federation of Non-

-Governmental Organizations in Poland suggeststéxaiayers tend to perceive
the 1% deductions from their income tax paymentsl@sations. This makes
them less motivated for making real donations ishcand in kind, as they feel
that contributing the 1% to the BPO of their chaoicey have already fulfilled

their charitable duties. Consequently, the volurh®BOs’ traditional incomes

decreases every year.

The special profile of the organizations’ activitieauses that substantial
spending on their core activity is desirable anavps that the funds were used
well. The PBOs fund their statutory activities thiaty deliver for a payment or
free of charge, mainly to fulfil their charitableogs and to carry out tasks
solving social problems. In some organizations,atisinistrative costs related
to management, office work and the administratiadf's and board members’
salaries represent a large portion of total cdgmny NGOs do not pay their
board members for management services, but sonsegmeloy them to carry
out the organization’s statutory tasks. As rega@sounting, the key problem is
that the costs are calculated and cost items asbigmeither administrative or
statutory activities quite arbitrarily. All depregion is usually treated as an
administrative cost, regardless of the task thergfixed asset was used to fulfil.
The consumption of materials and energy is trehlketvise. Moreover, differ-
ent organizations use dissimilar approaches tceptabeir payroll information.
Some of them state the number of employees andadlagies paid, dividing
them between the administrative and other stafie@tsimply indicate the total
number of employees and split salaries in the P&l ketween administrative
and statutory areas, without any additional explana whatsoever. Some other
organizations provide nothing but administrativestctotals without breaking
them down into particular items.

Although the regulation issued by the Minister ofdfce requires the PBOs
to present their cost structure by typdir(isters of Finance regulatiqr2001), this
information can be unclear for many people. Theeefthe following question
should be asked: is the financial information uls&uits potential users and, if
yes, to what degree? How can the donors be hetpadsessing the NGOs? Can
salaries as a proportion of administrative costa bignificant measure?

According to the National Federation of Non-Goveemtal Organizations
in Poland, the Public Benefit Work Council has athe deprived several public
benefit organizations of this status for theirifegl to prepare financial state-
ments. Still, clearly defined rules and measures ¢buld be used for assessing
public benefit organizations and perhaps deprithmgm of their status for the
non-fulfilment of certain criteria do not exist. Mmver, the PBOs’ operational
standards are unknown to the donors and the omj#onis’ staff. According to
the aphorism coined by the US writer Laurence JderP8f you don’t know
where you are going, you will probably end up sofmexg else” every organiza-
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tion and individual should know where they are goamd how their progress in
attaining the intended goals can be measured.

The Polish National Federation of Non-GovernmeQgjanizations plans
to enter into collaboration with the Social Deveteggnt Federation to control
PBOs’ activities and certify organizations meetihg existing standards, which
may help the interested parties to evaluate andsehtheir NGO.

4. RESEARCH OBJECTIVES

The role that accounting and particularly financigborting plays in evalu-
ating the performance of an enterprise has beeohfeet of many studies and
scientific discussions. It is out of the questibattmany people, e.g. the inves-
tors, the staff, the board, and the lenders, retetgrises’ financial reports to get
an insight into their dealings.

While the role of financial reporting in the entésg sector is indisputable,
the use of financial information provided by thé&dtrsector’'s organizations for
assessing their results is not so obvious. It wdiddalso interesting to know,
whether donors use the organizations’ financiabrespto make donations or
support financially some concrete organizations.

The presented study was designed to answer théaquesether the infor-
mation contained in the Polish PBOs’ financial mpdetermines the amounts of
grants and financial donations they receive. Adame time, the study provided
an occasion for attempting the identification ofmgofinancial factors that make
donors choose a specific organization. Its othar aas to find out if Polish
donors read financial reports and use the infoondiefore they donate.

The Polish studies dealing with the financial régosffects on the amounts
donated to the not-for-profit organisations haverbbmited so far, whereas in
the US many researchers have contributed to thetiire on the subject. This
difference arises from the growing importance @ ¢inganizations in the public
life in the USA and Western European countries, rehsocieties’ wealth
encourages both legal and natural persons to sugpororganizations finan-
cially on a regular basis.

5. AREVIEW OF EMPIRICAL STUDIES INTO THE EFFECT OF THE INFORMATI ON
DERIVED FROM NOT-FOR-PROFIT ORGANIZATIONS’ FINANCIAL REPORTS ON
THE DONATIONS AND GRANTS OFFERED

Khumawala and Gordon (1997) made an experimenthichwmhe students
were treated as potential donors ranking the inapos of financial reports’ data
influencing donation decisions.
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The experiment Parsons conducted (2007) made metucte that the do-
nors who have financial information on a public &norganization are more
willing to contribute to it than the others.

Many studies seek to establish relationships betwiee financial variables
derived from financial reports and the donated ammuParsons (2003) suggests
that the key factors encouraging donors to contitfitmancially to the not-for-
profit organizations are the organizations’ efficig and stability. She defines
efficiency as the share of PBO’s resources thauseel to fulfil its goals. This
measure shows the average proportion of the domabedints going directly to
the organization’s beneficiaries. Hyndman (1991) d¢humawala, Gordon
(1997) confirm that donors are very much interesteinowing the organiza-
tion’s share of funds used to attain its aims taltoosts and are more inclined to
support organizations where the indicator is ttghést. The PBO's effective-
ness is usually measured with the three variables:

— PRICE - the amounts that an organization spendssaims in relation to
total costs; this ratio was used in the studiedbgnett and Sandle (1989),
Callen (1994), Tinkelman (1998) and others;

— PROG - a measure being the reverse of PRICEsh@&wing the relation
between organization’s total costs and the amoalhtsated to its projects;
see studies by Roberts et al. (2006);

— ADMIN - non-for-profit organization’s administraé costs in relation to
total costs; this ratio was proposed, amongst sthigy Frumkin and Kim
(2001).

The Khumawala et al. study (2003) made them coechit the donors
responsible for making financial reports in theiganizations (e.g. companies)
are more willing (than the other donors) to supgdorancially not-for-profit
organizations having a lower ratio between totatgand funds raised.

As defined by Parsons (2003), the stability of &foo-profit organization is
its ability to continue activities even if its resoes are shrinking. This feature
refers to the concept of going-on concern, whicboisimonly used by account-
ants in enterprises and other business organizatibme Trusell and Parsons
study (2008) confirms that the feature is relatethe donated amounts, because
donors are more willing to support financially ongaations that are able to
carry on even experiencing temporary funding pnoisi¢for instance, in periods
of economic crisis). The most frequent measurd2Bids’ stability the literature
offers are the following
— EQUITY - a ratio between organization’s net asaets its total revenues; it

shows how well the organization is “protected” agaifalling revenues,

! The indicators were presented for the first timé¢hie study by Tuckman and Chang (1991),
who pioneered the theory of financial vulnerabibtfynot-for-profit organizations.
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because assets can be used to secure a loan do gdon, if need arises
(Trussel, Greenlee, 2004; Greenlee, Trussel, 2000);

— CONCEN - a revenue concentration indicator givgnabratio between
organization’s revenues from donations and grant$ i&s total revenues
(Trussel, Parsons, 2008);

— MARGIN - this indicator resembles gross margindusg enterprises. Trussel
and Parsons (2008) found that the public benefiaizations where gross
margins are higher receive larger donations.

Many scientific studies show that donors are moodiried to contribute, if
they know the organization and received informatibout its mission and aims
beforehand, as well as major financial data. (Goretoal., 1999). It is extremely
difficult to find in financial reports variables dh could be used to measure
donors’ knowledge. In practice, there is only oreiable of this kind in the
literature:

— FUND - i.e. the advertising and promotional castst a PBO incurs to
acquire donations and grant (Frumkin, Kim, 200Infdgtunately, in the case
of the not-for-profit organizations this variableses an significant practical
problem. Krishnan et al. (2006) discovered that yrl@aBOs fail to specify in
their financial reports the amounts they spendatser funds, thus distorting
their financial data.

Another aspect that is important for the prospectienors pay attention is
organization’s reputation. Because it is extrendifficult to assess the quality
of PBO’s “final product,” studies assume that giyaind good name can be
measured with:

— AGE - the number of years an organization has betive; the more popular
and more recognizable names of older organizatiesls them raise more
funds (Trussel, Parsons, 2008);

— ASSETS - the value of organization’s assets; riieasure of the organiza-
tion’s size indicates its capacity for attaining thims as well as operational
versatility (Tinkelman, 1999);

— GRANTS - for many individual donors the amountg@nts a public benefit
organization receives is an indication of its twmthiness arising from the
government’s financial support (Tinkelman, 1999).

Trussel and Parsons conducted an extremely integestudy (2008), put-
ting together a sample of more than 4,000 publieebeorganizations operating
in the USA to test all the presented variablestieir influence on the volumes
of grants the organizations received. The studyssupnprevious assessments of
the financial reports’ effects on the donated anwdirom four perspectives at
the same time, i.e. efficiency, stability, the istigated organizations’ reputation
and the information they publish.
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6. RESULTS OF EMPIRICAL RESEARCH

The study presented in this paper aimed to findhmyt PBOs’ financial
data affect Polish donors choosing a public beneétitution to support. The
analyses were designed to answer the questionherhiite donors use financial
reports and analyse them to decide. The statistiedd collected allowed
investigating other factors influencing donatioos.tQuite naturally, the factors
are represented by variables that were derived fliomncial reports or by
dummy variables, so they do not cover all possigéesons for which grants and
donations are made. Since many motivations carf bmotional nature, such as
religious beliefs or donor’'s own life experiendeey could not be considered in
the study without applying very advanced econometréthods or constructing
a pertinent questionnaire. The study spans thes\Z€§16—2008 and concentrates
on 84 public benefit organizations in Poland. Thame many more of them in
the country, but some receive grants and donatiéres very small value. In
many cases, the PBOs’ financial reports were eith@vailable or illegible and
presented very poor quality. The constructed eqoatiere estimated using the
Eviews software package. The hypotheses formuldbedthe study were
intended to help identify factors influencing dosiodecisions, with special
attention being paid to the effects exerted byfit@ncial information. For each
hypothesis independent variables describing a gfaetor were created. An
important element of the regression equation is nbgression coefficient
showing the amount of change in the dependenthlarizaused by a change in
the pertinent independent variable. The directibthe relationship between the
independent and dependent variables indicated bysithn of the pertinent
regression coefficient is also significant. Thddwaling hypotheses were tested:

Hypothesis 1The amount of donations and grants a public bemefjani-
zation receives depends on the specific informatiata presented in its
financial report

The equations have the following form:

Equation 1: DAR_DOT_Y = C(1) + C(2)*ASSETS + C(3)RBNTS +
C(4)*MARGIN + C(5)*PRICE + C(6)*FUND + C(7)*ADMIN, for the year
2008 and

Equation 2: DAR_DOT_Y = C(1) + C(2)*ASSETS + C(3)RBNTS +
C(4)*ADMIN + C(5)*PROG + C(6)*MARGIN + C(7)*FUND fo the year
2007, where:

The dependent variable:

DAR_DOT_Y - the amount of donations and grantsghblic benefit or-
ganization received in the year.
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The independent variables were selected basedeastutly by Trussel, Par-
sons (2008): ADMIN — the not-for-profit organizaticadministrative costs as
a share of its total costs; PROG - the organizatiunds spent to attain its
statutory aims as a share of its total costs; afiedhately with PRICE; PRICE —
a ratio between the organization’s total costs @wedcosts of its programmes;
used alternately with PROG; MARGIN — gross mar@iND — advertising and
promotional costs incurred by the public benefijamization; GRANTS — the
amount of grants the public benefit organizatiocereed; ASSETS — assets’
value.

Hypothesis 2The reputation of a public benefit organizationeigremely
important for donors.

Ancillary hypothesis: the amount of donations arah¢s the public benefit
organizations receive depends on their reputation.

Equation 3 has the form:

DAR_DOT_Y = C(1) + C(2)*ASSETS + C(3)*GRANTS, where

The dependent variable:

DAR_DOT_Y - the amount of donations and grantspklic benefit or-
ganization received in the year (PLN).

The independent variable: GRANTS — the amount aftyrthe public bene-
fit organization received (PLN); ASSETS — assetdue (PLN). All independ-
ent variables are lagged, because during the yeanwa donation was made or a
grant received only the previous year’s finanaggarts were available.

As regards the first hypothesis, the regressiorfficant for the PROG,
MARGIN, FUND, GRANTS, and ASSETS variables is exgecto have a plus
sign and a minus sign for PRICE and ADMIN, becatlse earlier studies
suggest that donors prefer not-for-profit organaratwhose share of funds
allocated to aid programmes in total costs is higfRROG). The regression
coefficient for the PRICE variable, i.e. the reeemsf PROG, should have
a negative sign. However, the level of financiabmart is disadvantageously
affected by a large share of organization’s adrtiziive costs in total costs
(ADMIN), as the donors want as much of their moasypossible to go to those
in need, instead of the money being only used t@rcthe charitable organiza-
tion’s administrative costs.

High gross margin boosts financial support, becabsedonors appreciate
stable organizations, safeguarded against distadsagenerated by temporary
crises (variable MARGIN).

According to the earlier studies, larger amounitscated to advertising and
promotion should bring more donations and contiilng, because more easily
available information and advertising make chafgatrganizations visible to
new donors (FUND).
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The variables GRANTS and ASSETS stand for PBO’sitagon. Organi-
zations funding their projects from either localcentral authorities’ grants are
recognised as reliable and tested by governmeptaird for effectiveness and
correctness of operation (GRANTS). The amount of drganization’s assets
also attracts donors, as they guarantee that itheasecessary resources to work

and fulfil its aims (ASSETS).

The estimates of the equations that were usedhedfirst hypothesis are

presented in Table 1.

Table 1. The estimates of equations 1 and 2 teimdjrst hypothesis

Dependent Variable: DAR_DOT_Y

Variable Coefficient Std. Error t-Statistic ~ Prob.
Year 2007

C 35605.000 6192160.526 0.0(LG 0.995
ASSETS 0.300 0.122 2.45% 0.01y7
GRANTS 0.507, 0.10¢6 4.798 0.000
ADMIN -782286.855| 6694370.889 -0.117 0.907
PROG 1925551.869 6308377.2[L8 0.305 0.y61
MARGIN 411590.661] 1334040.654 0.309 0.759
FUND 2.649 4.072 0.651 0.518
Dependent Variable: DAR_DOT_Y

Variable Coefficient Std. Error t-Statistic ~ Prob.
Year 2008

Cc 1563583.000 1350632.000 1.1p8 0.252
ASSETS 0.549 0.104 5.295% 0.000
GRANTS 0.602 0.11¢ 5.468 0.000
MARGIN 179432.400 2316281.000 0.077 0.939
PRICE -66540.62( 342596.700 -0.1p4 0.847
FUND 5.022 6.476 0.77% 0.4411
ADMIN -1400163.000 3698141.000 -0.379 0.706

Source: eviews printout.

Although the estimates are technically correct @ksémates of the equa-
tions’ structural parameters support the assumptiotiey are statistically
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unsatisfactory, because the t-student statisti€Statistic) show that some
structural parameters (MARGIN, PRICE, PROG, FUNDDMIN) have
statistically insignificant estimates (see the pifulity measures presented in
column Prob., Table 1).

Although the low significance of the MARGIN, FUNPRICE, and PROG
variables rendered the estimates unsatisfactoey,eftimation process high-
lighted the influence of grants received during yiear and of PBO’s assets on
the amounts of financial donations and grants tlgarozation receives in the
next year. This led to the second hypothesis alRBOs’ reputation being
extremely valued by the donors. The dependent WasaGRANTS and AS-
SETS that were used in the equation testing thenskeloypothesis are similar to
those employed by Tinkelman (1998) and Trussel Bagsons (2008). The
estimates of the equation testing the second hgpistlare presented in Table 2.

Table 2. The estimates of equation 3 testing therskhypothesis

Dependent Variable: DAR_DOT_Y
Sample: 1 64
Included observations: 64
Year 2007
Variable Coefficient Std. Error t-Statistic Prob.
C 1277321.844 864682.8741 1.47721423 0.144762767
ASSETS 0.35432133B 0.1032308p5 3.43232175 0.00108p265
GRANTS 0.488698871 0.0993185%4 4.9205194 0.00
R-squared 0.608751225
Adjusted R-squared 0.595923396
F-statistic 47.45551566
Prob (F-statistic) 0.00
Durbin-Watson stat 1.940586458
Year 2008

Variable Coefficient Std. Error t-Statistic Prob.
C 1246360.671 957210.8201 1.30207541 0.197785921
ASSETS 0.569432779 0.098029108 5.80881326 2.44BT5E-
GRANTS 0.60090539 0.106841863 5.6242504 0.00
R-squared 0.635815793
Adjusted R-squared 0.623875327
F-statistic 53.24882649
Prob (F-statistic) 0.00
Durbin-Watson stat 1.834618785

Source: developed by the authors based on the Eyentout.
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The estimates are technically correct (the estisnaik the equations’
structural parameters support the assumptionsyvedlsas being statistically
satisfactory.

The estimated equations allow concluding that aremsing value of PBO’s
assets (ASSETS) attracts more donations and gastwedicted by the second
hypothesis. An additional factor that makes a pmulidenefit organization
attractive for donors is the amount of grants ¢ereed during the previous year
(GRANTS).

The statistical results provided by the equati@ssing the second hypothe-
sis show that the equations represent a relatikiglii degree of explanation,
because the R-squared is 0.61 for 2007 and 0.62008. The t-student
statistics (t-Statistic) show that the estimatestlod structural parameters
GRANTS and ASSETS are statistically significante(tprobability measures
presented in column t-Statistic, table 2, leacheodame conclusion). The Fisher-
Snedecor statistics (F-statistic = 47.4 in 2007 ®@ in 2008) also indicate that
at a significance level 0.001 (Prob (F-statistic001) the null hypothesis
should be rejected in favour of the alternativedifipsis, according to which the
combined effect that all independent variableshim presented equations exert
on the endogenous variable is statistically sigaiit.

Testing the equations for autocorrelation alsodgiglositive results, as con-
firmed, for instance, by the Durbin-Watson statsstiDurbin-Watson stat = 1.94
in 2007 and 1.83 in 2008). Comparing these stedistiith the tabulated values
(d = 1.536,d, = 1.662), we can definitely conclude that residaatiocorrelation
does not occur in the equations at= 0.05. Testing the random term for
a normal distribution with the Jarque-Bera (J-Bjtistic also produced positive
results. Altogether, the equations’ estimates cowil that hypothesis 2 is correct.

Besides, the study attempted to find out why damatare made using three
dummy variables to investigate the emotional arttkeotfactors’ impacts on
donors’ decisions. One dummy variable was usedes$b, if the amounts of
donations and grants that the given PBO receivdstarnvolvement in helping
the children were interrelated, following a hypdtisethat the donors are more
eager to support organizations focused on chiltihan animals or the elderly.
Then the relationship between the volume of thaimed donations and grants
and the PBO being founded or managed by a publisope(an actor, a busi-
nessman, etc.) was tested. This dummy variablessteam the hypothesis that
donors prefer organizations endorsed by popularligad public persons. The
third dummy variable showed whether the given oigion was local or
nationwide. It was introduced to find out if theokvn, nationwide organizations
attract larger amounts of funding. The estimatethefequation containing the
dummy variables, while being technically corredte(testimates of the equa-

2 The adjusted R-squared is also relatively high.
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tion’s structural parameters support the assumglj@re statistically unsatisfac-
tory, because the t-student statistics point tossi@ally insignificant estimates
of the structural parameters. For this reasonge#tgnates are not discussed in
more detail in this study. The dummy variables W&l given more attention in
the course of other investigations dealing withghbject.

7. CONCLUSION

The study was designed to assess how data pregerhbedfinancial reports
of the public benefit organizations affect donon®a@sing an organization they
would like to support financially. Polish donordlistonsider PBOs’ financial
reports to a limited extent. They tend to pay nattention to the organizations’
assets or the governmental support they receige geants, than to their gross
margin or the ratio between the administrative casid the programmes’ costs.
This means that the factor motivating them to ma&atributions is PBO’s
reputation measured with the volume of its asstts,Donors support organiza-
tions that receive grants from the government,ebeig that the governmental
donors read the organizations’ financial reportslétermine their standing and
assess their credibility and performance bettar thay could do.

Nevertheless, with the Polish donors’ awareneseasing every year, the
financial reports of the public benefit organizasoare likely to be given more
and more attention. In a growing number of cadesdonors will be interested
in the effective use of the donated funds, orgdimimal stability and the
fulfilment of organization’s statutory aims. Becauhis type of information can
be easily found in financial reports, they will bewe the object of more exten-
sive analyses and comparisons. Still today, th@doare interested in the value
of organizations’ assets or the donations transferiout in the future the PBOs
will have to publish more advanced financial indica to prove that they are
managed effectively.

The investigation into the importance of finanegborts for donors making
contributions or grants and exploring why one t§bn was chosen and not the
other will be continued. The research sample wdlldxtended to include the
most recent data and new independent variabledbwiildded to the model, e.g.
dummy variables.
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