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Abstract

Purpose: To investigate the comprehensibility of the information disclosed through accounting
reports from the Brazilian public sector by comparing the model mandatory disclosure with alternate
disclosures from the popular reporting perspective.

Method: Experimental research was used as a methodology and it was done based on scenarios with
the use of a control group and three treatment groups, which encompassed the manipulation of the
technical language knowledge variables and the differentiated layout based on popular reporting.
Results and discussions: This paper pointed that the citizens who have no technical language
knowledge but who had access to accounting information released by popular reporting know
more about the accounting information disclosed by the public sector than the citizens who have
technical knowledge and had access to accounting statements traditionally highlighted. Therefore,
it is possible to conclude that the differentiated layout, based on popular reporting precepts, is able
to overcome the lack of technical knowledge of the majority of users of the accounting information
disclosed by the public sector.

Contributions: Analyzing the Brazilian experience on the understandability of accounting information
disclosed by the public sector from the comparison between experimental groups, this paper finds
evidence that alternative ways of presenting the accounting reports disclosed by the public sector,
from the use of a model based on popular reporting, overcome the lack of knowledge of technical
terms used by accounting, improving the understanding of users. These findings contribute to
improving the process of accountability and transparency of the accounting information disclosed
by the Brazilian public sector.
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Introduction

Over the past few years, the world has seen a movement
of constant institutional change with the objective to reach
more transparency in the allocation of public resources
by managers (Barbera et al., 2016; Hood, 1995). Given
this, traditional barriers to financial reporting disclosure
need to be overcome, creating new relationships with their
key stakeholders, demanding new communication tools
(Cohen & Karatzimas, 2015) and offering a significant
paradigm shift that aims to promote a new culture in which
greater emphasis is placed on getting citizens involved.

Traditionally speaking, the financial report has been con-
sidered as the most appropriate way for public sector en-
tities to meet their liability obligations with their citizens
(Mack & Ryan, 2007; Rosair & Taylor, 2000). However,
most citizens do not understand the information presen-
ted in these reports given the technicalities of accoun-
ting (Cohen & Karatzimas, 2017; Cohen et al., 2022).

By taking into account that the overly technical language of
accounting statements hinders their comprehensibility and
absorption by those who have no experience in the accou-
nting and technical sciences (Paulsson, 2006) and that the
several technical terms employed in accounting statements
that are not easy to be understood by their recipients, it is
possible to see that the concern should not be only about
the level of transparency and display of this information. It
is also necessary to check whether they are understood by
society, since social control will only be made possible when
it is possible to interpret the data and, from them, to get to
know the actual situation of the public entity and the actual
allocation of public resources (Augustinho et al., 2015).

From this sefting, meaningful steps started to be taken in
order to make the accounting information disclosed by
the public sector more easily comprehensible for most
of its users (Bergmann, 2012; Christiaens et al., 2010;
Cohen & Karatzimas, 2015). Since citizens are identified
as the most important group of users of governmental
financial reports (Cohen et al., 2017), public accounting
becomes an important tool of social control by promoting
more citizen participation in the exercise of democracy.

Due to this difficulty to understand, which is found in the
information disclosed by public entities, and to the impro-
vement of citizen communication that comes from popular
reporting, also known as Popular Financial Reporting.
This article tries to use a vocabulary that is simple and
comprehensible for the general public, as it complements
the disclosure of financial information and makes it more
citizen-friendly (Lee, 2006). Thus, it becomes an advantage
for the disclosure of financial information, which is carefully
prepared, easy to read, comprehensible and disclosed in
a pleasant way, aiming at the citizen’s informational need
(Bergmann, 2012; Christiaens et al., 2010; Cohen, 2016).

Based on this, popular reporting is seen as an informati-
ve-character report aimed at the regular citizen, someone
who doesn’t need to have any knowledge about accou-
nting and public finances in order to read and interpret
the municipality’s statements. Besides, this report aims at
providing a simplified version of financial statements as
a basic philosophy, thus avoiding both the disclosure of
a detailed analysis and the use of technical terms, and
making the report easy to be understood by non-experts,
aiming at contributing to the development of a democratic
political system through fair access to information for all
citizens (Cohen, 2016; Lee, 2006; Oliveira et al., 2018).

From this setting presented, there is the need to carry
out research to check whether the disclosure of accou-
nting statements disclosed by public administration is
an obstacle to comprehending such information. Ba-
sed on that, this study tries to check the comprehensi-
bility level of the information disclosed through ac-
counting statements by the Brazilian public sector.

Then, based on the observation that the State is more and
more required to provide information for its own people,
it is necessary to check whether the way the disclosure of
accounting information done is efficient concerning the
citizen’s understanding capacity or if this information only
reaches part of the population that holds the knowledge
about technical language, that is, if only the people who
have some knowledge about the techniques and the lan-
guage used by public accounting are able to understand
the accounting information disclosed by the Brazilian pu-
blic sector. From this perspective, and since there were
no studies that analyzed whether a differentiated layout
that tries to use a language that is more accessible and
based on the precept of popular reporting is able to fill
in the gap of technical knowledge from most users of
accounting information disclosed by the public sector,
providing a higher comprehension possibility for those
who don't hold the knowledge about public accounting,
the present research is anchored by one of the main is-
sues faced by the accounting theory: comprehending ac-
counting information, especially that in the public sector.

2 Literature Review

2.1 Comprehensibility of the Accounting Information for
the Exercise of Citizenship

Understandability is one of the characteristics that help
the user to assimilate the meaning of the accounting
information  (Financial Accounting Standards Board
[FASB], 2018). According to the Conceptual Framework of
Normas Brasileiras de Contabilidade Aplicadas ao Setor
Pdblico [NBC TSP] (2016), the information presented
must be understood by users, i.e., understandability is
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the quality of information that allows users to understand
its meaning, but, for this, it is expected that they already
have knowledge of the environment in which public
sector entities operate. Every effort should be made to
represent the economic and other phenomena included
in accounting reports in a way that is understandable to
a wide range of users. However, relevant information on
complex topics should not be excluded from financial
statements, even under the guise of being difficult for
some users fo understand without proper assistance.

Therefore, understandability refers to the quality of
information that enables users to understand its meaning
(International  Accounting  Standards  Board  [IASB],
2008), playing a vital role in promoting transparency,
accountability, and informed decision-making.

For clarity, accounting details should be artficulated
briefly, allowing individuals with financial and accounting
background to review it diligently (Hristov & Dimitrova,
2016). Thus, ensuring the clarity and accessibility of
financial statements and accounting reports is crucial. This
ensures that various users, such as citizens, legislators,
and supervisory bodies, are able to understand and
correctly interpret the financial information presented.
Moreover, adequate understandability of accounting
information in the public sector plays a key role in
making informed decisions and assessing the efficiency
and effectiveness of allocated public resources.

Thus, comprehensibility of accounting information plays
a key role in exercising citizenship by enabling citizens to
understand and analyze public sector financial information.
By understanding financial statements and accounting
reports, citizens can evaluate the efficiency, effectiveness,
andtransparency inthe management of public resources. In
addition, understandable accounting information enables
citizens to exercise effective social control over government
activities, promoting accountability of public managers.

We can state that social control has as its main objective
the supervision and inspection of the actions performed
by agents who perform functions in the various public
agencies at all levels of power, whether executive,
legislative or judicial (Siraque, 2009). Therefore, the
existence of deficient financial reports and budgeting
tools hinders social control, since it hinders the process
of understanding about public finances. Being, however,
paramount that financial reports are useful (Van Helden
& Reichard, 2019), they should be more informative
and more easily understandable for most users of public
accounting (Bergmann, 2012; Christiaens et al., 2010).

Given this reality, the practice of democracy in Brozil has
been expressed mainly by the actions of society, which
seeks for more ethical and transparent conduct in the
conduct of public interests. However, for the full exercise of
citizenship to be possible, it is essential to promote society's

awareness through cultural and educational changes. In
addition, it is necessary that the public administration
strives to make the information disclosed more
understandable. Thus, transparency and accessibility of
accounting information play an essential role in building
a society that is informed, engaged, and able to exercise
more effective control over the actions of the public sector.

2.2 Popular Reporting

Citizens have been demanding more responsibility
from their governments and governmental programs
more and more (Barbera et al.,, 2016; Montesinos &
Brusca, 2019), especially concerning the administration
of public resources (Yusuf et al., 2013). This pressure
has been boosted by the citizen’s decline of trust in
the government due to the several scandals about
corruption and by the increase of citizens’ dissatisfaction
with the performance of the administration. Together
with the perception of inefficiency and governmental
waste, citizens started to demand more transparency
and the rendering of accounts from public events.

For Lewis and Hildreth (2011) the population believes
that transparency doesn’t meet their needs. This finding
may have been identified through the fact that the efforts
to improve the transparency of the public entity by
improving the rendering of accounts tended to involve
more detailed financial reports, which ends up increasing
its complexity and negatively impacting the process of
rendering accounts to the citizens (Justice et al., 2006).

With the objective to create a mechanism of reports
with a more simplified approach and which can
meet this demand for transparency and rendering of
accounts, some governments started to adopt the reports
called popular reporting, that is, popular financial
reports. These reports were widely supported by the
Government Finance Officers Association (GFOA) in
the United States and Canada (Cohen et al., 2017).

In 1991, GFOA reached even farther upon establishing
an annual award program for governmental entities
that create popular reports with the objective to
provide financial data in a simplified way and not
by discouraging the supervision from those who
are not familiarized with accounting and financial
reports (Groff & Pitman, 2004; Yusuf et al., 2013).

Therefore, popular reporting refers to the creation of a
simplified document that is easy to read and understand
and contains financial information for every citizen
(Cohen et al., 2017; Biancone et al., 2016). Even
though the popular reporting’s target group comprises
citizens (Cohen & Karatzimas, 2015; Daniels & Daniels,
1991), these reports can also be useful for politicians,
civil servants, communication means and community
groups (Carpenter & Sharp, 1992; Cohen & Karatzimas,
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2015). From this perspective, they can also be seen as the
financial reports the governments develop and disclose
for citizens and other parties that are interested and
which are not familiar with public budget, accounting
and financial reports, but that need or wish to have an
overview of the government’s activities and financial status.

Tool comprehension is based on the citizens’ maturity to
translate and encode financial and economic information
from local and state government (Oliveira et al., 2018).
Thus, the popular reporting’s basic philosophy is that
of providing a simplified view of financial statements
by avoiding both the detailed analysis and the use
of confusing technical terms (Cohen, 2016). The
complexity of these reports should, then, be handled
according to the users’ level of maturity, that is, the
citizens and not the assistants (Sharp et al., 1998).

Moreover, popular financial reports must be disclosed
at the appropriate time through a scope that is clearly
defined and highlight the existence of a formal group
of statements for those who wish to have more detailed
information (Gasb, 1987). Those who are interested
in obtaining more details or additional information
can easily check the financial reports, since popular
reporting is issued separately from the financial reports
demanded by legislation and norms (Cohen, 2016).

Through this alternative way to present governmental
accounting information, most citizens who are not interested
or familiar with the public sector’s accounting or accounting
in general are encouraged to engage with public affairs.

From this perspective, scholars consider that
comprehending accounting information demands a high
level of technical knowledge (Dias Filho, 2000), and that
the citizens who hold no knowledge of the accountancy
applied to the public sector can barely understand or be
able to interpret the data included in the reports (Daniels
& Daniels, 1991; Jones et al., 1985; Steccolini, 2004).

Therefore, it is possible to see that displaying accounting
information to public entities is directed to the audience
with technical training, since public entities only follow the
legal establishment that forces them to emphasize their
accounts and not to be understood by a great share of the
population, which leads to this research’s first hypothesis:

H1: citizens who hold no technical knowledge
face difficulties to understand the information
from traditional accounting reports.

Besides, in order to promote the effective absorption
with the objective to promote citizenship, the reports
must be disclosed in several communication formats
but always using the vocabulary that is comprehensible
and meaningful for all the citizens (Armstrong, 2005).

Thus, the communication done through different
means aims at filling the gap there is in public
financial reports. Therefore, this new communication
way contains the same financial information that
is currently public but with a language that is
inclusive and easy to understand (Yusuf et al., 2013).

For this reason, the progress of the governments’
accountability and communication with the citizens, to
whom governors and public managers in general must
render their accounts, is of fundamental importance
(Oliveira et al.,, 2018). Therefore, it is extremely
important that the “message” in the public accounts
reaches the citizens and is understood, for, concerning
the comprehensibility of the information, the entity that
discloses it is the primary responsible (Platt Neto et al.,
2007), with popular reporting playing a key role in this
process (Biancone et al., 2016; Cohen, 2016; Oliveira
et al., 2018; Yusuf & Jordan, 2012; Yusuf et al., 2013).

Therefore, it is possible to wunderstand that a
complementary disclosure, done based on data layout
in a more simplified way and on popular reporting
precepts, improves the comprehensibility of the
accounting information disclosed by the Brazilian public
sector, which leads to this research’s second hypothesis:

H2: the accounting information presented in the popular
reporting format increases the comprehensibility of the
accountingstatementsdisclosedbytheBrazilianpublicsector.

Assuming that a complementary disclosure done
by public entity improves popular comprehension,
it is possible to understand that, when highlighted
through the popular reporting format, the accounting
information disclosed by the public sector is able to fill
in the gap concerning the lack of technical language
knowledge. This leads to this research’s third hypothesis:

H3: the level of accounting information comprehensibility
of those who hold no technical knowledge, and
based on the information disclosed through popular
reporting, is higher than that of users who hold
technical knowledge and analyze reports that
are ftraditionally highlighted by the public sector.

The hypotheses construction was based on the
international literature (Biancone et al., 2016; Cohen,
2016; Cohen et al., 2017; Kinnersley & Fleischman,
20071; Mack & Ryan, 2007; Oliveira, 2016; Oliveira et
al., 2018; Yusuf & Jordan, 2012; Yusuf & Jordan, 2013)
that deals with the understandability of the information
disclosed by the public sector, including the analyses
of some experiences of the use of popular reporting in
European countries and in the United States. In Brazil,
the national literature on popular reporting (Augustinho et
al., 2015; Gallon et al., 2011; Miranda et al., 2008; Platt
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Neto et al., 2007) is still incipient, and this is a gap to be
explored, when proposing to investigate what is the level of
compressibility of the information disclosed by the Brazilian
public sector, comparing the degree of understanding
of the financial reports required by legislation, i.e.,
those traditionally disclosed, with the financial reports
disclosed with the experience of popular reporting.

This understanding arises from the observation of the
position that, for citizens to exercise social control, they
need fo understand the information that is disclosed by
the public sector. In this context, if the entity discloses
popular financial reports as a complementary tool
for disclosing financial information adjusted to the
citizen, seeking to use a simple vocabulary that can
be understood by the general public, the financial
statements will be easily interpreted by someone who
has no knowledge of accounting or public finance.

3 Methods

With the objective to check the comprehensibility
level of the information disclosed through accounting
statements by the Brazilian public sector, and by
analyzing whether the accounting information disclosed
through the popular reporting format improves the
comprehensibility of the accounting statements disclosed
by the Brazilian public sector and fills in the gap
concerning the lack of technical knowledge, this article
used the experimental research as its methodology.

The experiment was designed in order to test the hypotheses
thatthe knowledge of technical terms and popular reporting
influence the comprehension of accounting information
from the public sector by checking the behavioral
differences between the different groups of participants
in the research in the different scenarios presented, with
only an experimental status being attributed to these
groups, which typify them as a between-participants
design (Leary, 2012), according to the layout in Figure 1:

Figure 1: Experimental Design

| Technical Language Knowledge |

Layout model of the accounting statements based on
Popular Reporting (language, charts, tables and images)

4
—

Source: Prepared by the authors.

Accounting Statements
traditionally highlighted by the
Brazilian public sector

Comprehensibility of accounting
information

Based on the above, the study acknowledged that
the participants of the research acted as citizens who,
among their prerogatives, have the right to exercise
their vigilance, analysis, consideration, supervision,
and evaluation of the acts of governors aiming at the

perception of either the accuracy or the inaccuracy of
the public manager’s role, thus practicing their social
control. On the other hand, the State must guarantee
the right of access to information and that it must be
clear and in a language that is easily understood.

Therefore, Figure 1 shows the comparison done
between the two social groups, with or without technical
language knowledge, defined by this research, besides
the way the layout of financial statements disclosed
by public administration, both in its traditional
form (mandatory) or through popular reporting.

3.1 Procedures and Data Collection

The popular elements to comprise the research sample
were selected from a non-probabilistic convenience
sampling, composed of undergraduate students of
Accounting Sciences, Administration and Economics
from public and private Higher Teaching Institutions
in the state of Paraiba, and public institutions in the
state of Alagoas, besides specialization, master and
doctor’s programs in Accounting Sciences in the state
of Paraiba, as well as students who are finishing their
technical studies in the Federal Network of Professional,
Scientific and Technological Education in the state of
Alagoas. Therefore, the sample comprised people
of different schooling levels, age group, gender
and region, and home situation, both urban and
rural residents in the states of Paraiba and Alagoas.

According to Chan et al. (2011), the research that use the
experimental method find a great obstacle due to the fact
people are not available to take part in the study. This way,
the use of students in the experiments becomes a matter
of research feasibility, since they represent a viable option.

Thus, the participants were distributed randomly
according fo experimental conditions in a blind
experiment process, that is, they didn't know which
group they were allocated to. Sample size will follow
suggestion by Hair et al. (1998), that is, no less than 30
individuals by research cell, which guarantees that every
research cell has the same number of observations.

The distribution of participants was done in four research
groups, with one control group (G1) and three experimental
groups (G2, G3 and G4). Moreover, the experiment layout
tried to focus on the maximization of control possibilities,
since it simulates a real situation and adjusts experimental
factors (Cooper & Schindler, 2003) by trying to minimize
interferences in the results and mask up the influence
of the independent variables over the dependent ones.

Therefore, the sampleinthe present research encompassed
207 respondents. From these, 196 questionnaires were
used due to the fact some respondents only answered the
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social-demographic questionnaire or gave up answering
along the research process. The valid questionnaires
were thus distributed: 50 in the G1 control group, 52
in the G2 treatment group, 45 in the G3 treatment
group, and 49 in the G4 treatment group. They are,
therefore, within the acceptance margin established
by the research plan, according to Hair et al. (1998).

3.2 Experimental Scenario

Thisscenariowasdesignedfromtheconstructionofscenarios
by using a control group (G1) that received no intentional
stimulus, both in terms of technical knowledge acquisition
to enable interpretation and in terms of layout, with an
easy interpretation language, which served as a pattern for
comparison. In the G2, G3 and G4 experimental groups,
there was the manipulation of independent variables,
technical language knowledge and popular reporting in
order to measure their effects over the comprehensibility
of accounting information from the public sector.

The scenario in the G1 control group encompassed
respondents who didn't have or didn’t acquire specific
technical language knowledge in their academic or
professional life in order to comprehend the accounting
information highlighted by the public sector more
accurately, which represents the average type of citizen,
that is, the regular citizen. For this group, some accounting
statements were presented and they were compulsorily
disclosed by the public entity and some questions
were made in order to check their comprehension.

Similarly to the composition of the control group, the
G2 experimental group encompassed respondents
who didn’t have or didn't acquire technical language
knowledge. Notwithstanding, the financial statements
traditionally disclosed by public administration were
not presented to this group, but a model developed
for experimental purposes that presents the statements
explained through charts, figures and explanations with
a more popular language and under the influence of the
moderating variable concerning popular reporting. Thus,
it aimed at checking if, through a simplified layout, the
citizen is able to more easily understand the accounting
information that is disclosed by the public sector.

The G3 experimental group had the influence of the
moderating variable concerning technical language
knowledge, which is classified as the terms employed by
accountancy and acquired through subjects that refer to
publicaccountingtaughtingraduation, master,and doctor’s
programs. Therefore, from the moment the respondents
are in touch with the subject, they start to acquire technical
knowledge about it, which justifies the individuals’ choice
and, therefore, represents a small part of society that has
some technical knowledge. Some accounting statements
disclosed compulsorily by the public sector were presented
to this group with the objective to check if the technical

language knowledge influences the comprehensibility
of the information disclosed by public administration.

The G4 experimental group also encompassed
respondents who had technical language knowledge, but
they were presented a model developed for the experiment
with accounting statements disclosed using popular
reporting. G4 had both the influence of the moderating
variable concerning technical language knowledge and
the moderating variable concerning popular reporting.

The choice for the G3 and G4 experimental groups which
had the influence of the moderating variable concerning
technicallanguage knowledge wasbased onthefactthatthe
students who acquire knowledge about public accounting
are those who will necessarily face the burden of technical
studies seen as appropriate for the proper comprehension
of the accounting reports disclosed by the public sector.

Figure 2: Experimental Scenario

No Technical Language
Knowledge, and the Accounting

Control Group Statements are traditionally
L highlighted by the public sector

No Technical Language
Knowledge, and the Model to
present the accounting statements
|_is based on Popular Reporting |

(G1)

(G2)

With Technical Language
Knowledge, and the Accounting
Statements are traditionally
L highlighted by the public sector )

(G3)

With Technical Language
Knowledge, and the Model to
present the accounting statements

Experimental
Groups
| is based on Popular Reporting

Source: Prepared by the authors.

(G4)

3.3 Breakdown of the Research Hypotheses based on the
Comparison between the Groups

Based on the layout of the groups that comprised

the sample within the scenarios presented, it
was necessary to check the breakdown of the
research  hypotheses, according to Figure 3:

As reported, for the first experimental G3 group, the same
G1 control group scenario was presented. However,
for the second G4 experimental group, the scenario
presented was the same for the G2 experimental group.

The G1 and G3 groups were presented to the accounting
statements that are traditionally highlighted by the
Brazilian public sector. The G2 and G4 groups were
presented to a model containing the information of the
same accounting statements presented to the G1 and
the G3 groups, but with a simplified layout through
charts, glossary and figures, and with a language
that is more popular instead of the technical terms
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used in the statements. This model was based on the
premises for the disclosure from popular reporting.

Figure 3: Groups versus Research Hypotheses
AN N ___ H3
/ ) // ¢
—— AT T T T ——_ 7/
_ -7 =\
CT o6 v 7T G2 WS H2
\T~—__\// g paps
| P St A
| 7 l__ L |
B S T Bt
(zy G3 | _-7 |\ G4 | H2
7~ 4
g e Yo7
( =", \ Y,
- \\/ \\/
H1 H1

Source: Prepared by the authors.

This way, the G1 and G3 groups and the G2 and G4
groups were comparatively analyzed with the objective
to check possible differences when the moderating
variable concerning technical language knowledge
was included. In this sense, checking whether
the comprehension of the accounting statements
presented by the public sector improves as long as the
experimenters hold technical knowledge about the topic
and whether the comprehensibility depends on technical
knowledge was something expected (Hypothesis 1).

On the other hand, the G1 and G2 groups, the G3 and
G4 groups and the G2 and G3 groups were compared
with the objective to investigate possible differences when
the moderating variable concerning popular reporting
was included, that is, with the objective to check whether
the comprehension of the accounting information
presented by the public sector increases when the entity
presents the statements in a simplified way (Hypothesis 2),
and whether this simplified layout is able to fill in the gap
concerning the lack of technical knowledge (Hypothesis 3).

3.4 Instruments used in the Experimental Scenarios

To analyze the financial information traditionally disclosed
by the public sector made available to the groups (G1
and G3) it was chosen the accounting statements
that sought to show the budget, financial and equity
execution of public entities, being: (a) Budget Balance
Sheet; (b) Cash Flow Statement; and (c) Balance Sheet.

The construction of the model developed to verify the
influence of the moderating variable of popular reporting
made available to the groups (G2 and G4) was based on
the best practices written by the GFOA in the article Creating
an Excellent Popular Financial Report by Herrmann (2011):
(a) the scope of the popular report should be clearly
stated; (b) it should atftract and hold the interest of readers,
convey financial information in an easily understandable
manner, present information in an attractive and easy-to-
follow format, and be written in a concise and clear style;

(c) it should avoid using jargon and technical language
to meet the needs of an audience without accounting
knowledge; (d) it should use images and graphics to
present report data; (e) highlight and explain items of
importance. ; and most importantly, (f) the popular report
must establish its credibility with its readers by presenting
information in a balanced and objective manner.

Thus, through the understanding of how to report
financial information to the users of public accounting
in a way that facilitates their understanding, the
presentation of the financial statements (Budget
Balance  Sheet, Cash  Flow  Statement, and
Balance Sheet) in the developed model presented:

a) explanation of what information should be evidenced, in
ordertopresenttothe readerthe objective ofeach statement;

b) presentation of the information contained in
the statements in graphic form, to facilitate the
visualization and comparison between the data;
c) presentation of drawings and figures that
make the transmission of information more
ludic, friendly and comfortable for an audience
that does not have fechnical  knowledge;

d) presentation of a glossary, in order to explain the most
commonly used terminology in accounting statements; and

e) modification of the technical language to a more popular
language by means of the popular reporting format,
transforming the terms used in accounting applied by the
public sector into terminologies known by most citizens.

4 Analysis and Discussion
4.1 Sample profile

From a total of 196 questionnaires collected, the group
profile analysis was performed, even if such distribution
didn’t significantly affect group analysis and comparison,
by considering the pattern of the statistic test performed.
However, factors related to some social-demographic
variables that comprise the profile of each group must
be taken into account with the objective to know the
individual attributes of the population under study.

From Table 1, which shows the respondents’ profile,
it is possible to see that the typical participants
are mostly females. Moreover, it is possible to
see that most respondents are younger than 25.
Based on the composition analysis of the groups by
governmental accounting knowledge, it was possible
to see that the choice for the group is justified by the
respondents’ self-account concerning their knowledge
about public accounting. In this context, most of the
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Table 1: Group Composition

Gl G2 G3 G4
Demographic Variables (n=50) n=52) [n=45) n=49)
Rate (%) Rate (%) Rate (%) Rate (%)
Female 32 64.00 36 69.23 2% 57.78 27 55.10
Gender
Male 18 36.00 16 30.77 19 42.22 22 44.90
UPe':rf° 39 78.00 43 82.69 8 17.78 7 14.29
2 e':f 9 18.00 3 577 27 60.00 30 61.22
Average Age
261030 2 400 2 3.85 5 RN 1 22.45
years
> 31 years : . 4 7.69 5 1. 1 2.04
None 36 72.00 34 65.38 8 17.78 2 4.08
Little 10 20.00 12 23.08 15 33.33 2% 53.06
Level of Reasonable 4 8.00 5 9.62 19 42.22 17 34.69
Knowledge
Sufficient 0 0.00 0 0.00 2 4.44 2 408
Good 0 0.00 1 1.92 0 0.00 1 2.04

Note: G1: no technical language knowledge, and the accounting statements are traditionally highlighted by the public sector; G2: no technical
language knowledge, and the model to present the accounting statements is based on popular reporting; G3: with technical language knowledge, and
the accounting statements are traditionally highlighted by the public sector; and G4: with technical language knowledge, and the model to present the

accounting statements is based on popular reporting.
Source: Search results.

participantsinthe G1 control group and in the G2 treatment
group state they have little or no knowledge about public
accounting, whereas most of the respondents in the G3
and G4 treatment groups state they have reasonable
or little knowledge about governmental accounting.

It should also be mentioned that the G3 and the G4
treatment groups have respondents who stated they have
sufficient or good knowledge about public accounting,
even though this quantity has been fairly expressive in
relation to the total of respondents, which may mean that
they didn't feel at ease about pointing out they have either
sufficient or good knowledge of public accounting and
fear low performance in the answer scores, even if they
were warned their answers would be anonymous, which
shows they were aware that they would not be identified.

4.2 Correlation between Technical Language Knowledge
and Comprehensibility

In order to test the H1 hypothesis, which says that the
groups with technical language knowledge tend to
comprehend the accounting information disclosed by
the public sector more than the groups without technical
language knowledge, statistic evaluation techniques, such
as the Kolmogorov-Smirnov test, were firstly done in order
to test the normality of the variables. Then, the Levene
hypothesis test was done to check if there is variance
homogeneity. According to the results from the statistic
tests mentioned, it was possible to see that the data
presented no normal distribution at the significance level of
5%. Concerning the Levene’s variance homogeneity test,
the data were seen as homogeneous at the level of 5%.

In this sense, as the variables didn’t meet the assumption of
normality and presented an asymmetric distribution in at
leastoneofthevariables, thenon-parametricMann-Whitney
U test was used, since it is an alternative to the t-Student
test to compare the means of two independent samples.

tests  for
language.

Table 2
knowledge

statistical
technical

shows the

of

Table 2: Average Performance Test for the Groups for
Technical Knowledge

Standard

GROUP Note Mean  Median Deviafi Significance
Control tation
Ql_roup (G1) 50 2,35 2,02 1,71
reatment
Group (G3) 45 3,63 3,70 1,89
Total 95 0,001
Treatment
Ql_roup (G2) 52 4,94 4,83 1,61
reatment
Group (G4) 49 6,51 7,06 2,08
Total 101 0,000

Note: GT: no technical Tanguage knowledge, and the accountfing
statements are traditionally highlighted by the public sector; G2: no
technical language knowledge, and the model to present the accounting
statements is based on popular reporting; G3: with technical language
knowledge, and the accounting statements are traditionally highlighted
by the public sector; and G4: with technical language knowledge, and the
model to present the accounting statements is based on popular reporting.

Source: Search results.

As a result for the Mann-Whitney U test in the G1 and G3
groups, it was possible to see that, at the significance level
of 5%, the null hypothesis that there are no statistically
significant differences between the groups was rejected. In
other words, it can be concluded that the means referring
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to the comprehensibility of fiscal statements are statistically
different between the G1 group, which comprises citizens
who have no technical background to better understand
the statements, and the G3 group, which comprises
citizens who hold technical language knowledge.

Upon comparing the mean of the G2 and the G4 groups
through the Mann-Whitney U test in Table 2, it was possible
to see that there is a mean difference, for the result was not
significant at the level of 5%. This way, it can be concluded
that the means referring to the level of comprehensibility
from financial reports disclosed by the public entity from
the layout of the model based on popular reporting
are statistically different between the G2 group, which
comprises citizens who have no technical background to
better understand the statements, and the G4 group, which
comprises citizens who hold technical language knowledge.

Based on this, it was possible to see that the groups which
hold technical language knowledge tend to comprehend
the accounting information disclosed by the public
sector more than the groups without technical language
knowledge. What can be confirmed through the descriptive
analysis that was done is that the mean in the groups
composed by respondents who hold technical knowledge
(G3 and G4 groups) was higher than the mean in the
groups composed by respondents who don’t hold such
knowledge (G1 and G2 groups), that is, the regular citizen.

This finding is confirmed by Oliveira (2016), who noticed
that the process of communication between public
accounting and the users of information is not efficient
due to the fact the users employed in the research don't
hold the semantic knowledge about the terminology
used in the public accounting statements and, therefore,
don't have the necessary requirements to interpret and
analyze the statements adopted by the public sector.

Upon analyzing the respondents’ schooling level,
Biancone et al. (2016) concluded that people with
lower schooling levels, especially high school,
face more difficulties when trying to understand
the information supplied by financial reports.

Although statistical differences were found among the
means, when analyzing the G3 group (respondents
who hold knowledge of technical terms when analyzing
traditional accounting statements), it was possible to
see that their mean was very low in relation to the
total number of questions. This result confirms the
hypothesis that some terms are not well understood
even by accounting students and professionals.

With the objective to increase the verifiability of the
H1 hypothesis, the research tried to analyze if the
comprehensibility of the accounting information
disclosed by the public sector, which is measured based
on the respondents’ performance, depend on technical

language knowledge. For such, the Chi-Square Test
of independence was performed, as shown in Table 3:

Table 3: Chi-Square Test of the Performance Association

of the Respondents with Technical Knowledge
Test Note Significance
Pearson Chi-Square 1457 0.000

Source: Search results.

From the results above, it is possible to see that, at the
significance level of 5%, the null hypothesis that there is
no association between the respondents’ performance
and technical language knowledge was rejected, that is,
the respondents’ performance depends on the knowledge
of technical terms used by public accounting. This way, as
seen through the mean test in Table 3, the respondents who
hold technical language knowledge tend to get more right
answers than students who don’t hold such knowledge.
between Reporting and

4.3 Correlation Popular

Comprehensibility

In order to test the H2 and the H3 hypotheses that
the groups which used the popular reporting model
comprehend the accounting information disclosed by the
public sector more than the groups that only had access
to financial statements and that this simplified layout
may fill in the gap of technical language knowledge, the
Kolmogorov-Smirnov test was firstly performed to test
the normality of the variables along with the Levene's
hypothesis test to check if there is variance homogeneity.

According to the results from the statistic tests above, it
was possible to see that the data presented no normal
distribution at the significance level of 5%. Concerning
the variance homogeneity test, the Levene test, only
the joint verification of the G3 and the G4 groups was
considered as non-homogeneous at the level of 5%.

Therefore, based on the fact the variables
didn't meet the normality assumption, the non-
parametric ~ Mann-Whitney U test was  used.

Through the Mann-Whitney U test for the G1 and the G2
groups, it was possible to see that, at the significance level
of 5%, the null hypothesis that there are no statistically
significant differences between the groups was rejected,
which shows that the respondents who don’t hold any
knowledge of the language used by the accounting
statements and who had access to the model with popular
terms, charts and glossaries (G2) had a higher mean than
that of the respondents without knowledge of technical
language and who only had access to traditional financial
statements (G1). It was also possible to see that popular
reporting improved the results in more than 100%, taking
into account the fact that the groups have no knowledge
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Table 4: Performance Mean Test of the Groups for Popular
Reporting

GROUP Note Mean  Median IS)iar'ldgrd Significance
Control viation
G_l_roup (G1) 50 2,35 2,02 1,71
reatment
Group (G2) 52 4,94 4,83 1,61
Total 102 0,000
Treatment
G_I_roup (G3) 45 3,63 3,70 1,89
reatment
Group (G4) 49 6,51 7,06 2,08
Total 94 0,000
Treatment
Ql_roup (G2) 52 4,94 4,83 1,61
reatment
Group (G3) 45 3,63 3,70 1,89
Total 97 0,001

Note: G1: no technical language knowledge, and the accounting
statements are traditionally highlighted by the public sector; G2: no
technical language knowledge, and the model to present the accounting
statements is based on popular reporting; G3: with technical language
knowledge, and the accounting statements are traditionally highlighted by
the public sector; and G4: with technical language knowledge, and the
model to present the accounting statements is based on popular reporting.

Source: Search results.

Upon comparing the means of the G3 and the G4 groups,
which comprise only the respondents who have technical
language knowledge, it was possible to see that, through
the Mann-Whitney U test, there are statistically significant
differences between these groups, since the null hypothesis
was rejected at the level of significance of 5%, that is, the
respondents who answered the questionnaire based on
the model analysis that uses the principles of popular
reporting (G4) had their means improved in more than 78%
when compared to the respondents who only checked the
accounting statements presented by the public entity (G3).

When comparing the G2 group, which comprises
respondents without technical language knowledge
and who had access to the popular reporting layout
model, to the G3 group, comprised by respondents who
have the necessary load of knowledge to understand
the information that is disclosed through accounting
statements, it was possible to see that, through the
Mann-Whitney U ftest, the hypothesis that there are no
differences between the groups at the level of significance
of 5% was rejected. This result shows that the popular
reporting format presented through the model increased
the average hit of the respondents who have no technical
knowledge, so that the number of hits in this group
outnumbered in more than 35% the hits in the group
with technical language knowledge that only had access
to the accounting statements traditionally highlighted by
the public sector. Thus, it is possible to understand that a
layout that aims at displaying the data in a simplified way
and with the use of popular language is able to fill in the
gap concerning the lack of knowledge for most citizens.

Therefore, it is concluded that the groups that had access
to the popular reporting model tend to comprehend the
accounting information disclosed by the public sector
better than the groups that had access to traditional
accounting reports. From the sample studied, this can
mean that the accounting statements presented in their
traditional format may reduce the comprehensibility of
those who access it, which can be confirmed through the
descriptive analysis performed with the groups and which
brings the hit average of the G2 and the G4 treatment
groups higher than the hit average of the G1 control group
and the G3 treatment group, as well as the difference
between the means in the G2 and the G3 groups.

This result is supported by Yusuf et al. (2013), who, in their
study, showedthatpopularreportingismotivated bythe need
to provide the citizens with information in order to improve
transparency and accountability, by offering friendlier
accounting reports as they highlight the understanding
concerning governmental actions, thus increasing citizens’
participation in the taking of governmental decision.

Following the same train of thought, Augustinho et
al. (2015) state that the restrictions in the accounting
communication can be reduced if it is exposed in a
language that is easily understood and supported by
complementary disclosure ways that include verbal
and non-verbal language and that represents not
only the results but their analysis and interpretation.

As an additional test, and with the objective to value the
verifiability of the H2 hypothesis test, the study tried to
analyze whether the comprehensibility of the accounting
information disclosed by the public sector, measured
based on the respondents’ performance, depends on
the simplified layout. For such, the Chi-Square test of
independence was performed, according to Table 5:

Table 5: Chi-Square Test Association  between
Respondents’ Performance and layout
Test Note Significance
Pearson Chi-Square 1457 0.000

Source: Search results.

Based on Table 5, the null hypothesis was rejected at
the level of significance of 5%, which shows that the
respondents’ performance depends on the financial
reports layout. Likewise, it means that, when the entity
discloses the financial reports through charts and tables
and uses popular language, the citizen tends to better
understand what is disclosed by public managers.
Thus, Cohen and Karatzimas (2015) states that the
basic philosophy concerning popular reporting s
about rendering the information displayed in financial
statements in a simplified way by avoiding both the
detailed analysis and the use of difficult technical terms.
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5 Conclusions

The present research aimed at investigating the level of
comprehensibilityoftheinformationdisclosed by accounting
statements in the Brazilian public sector by analyzing if,
based on popular reporting, the knowledge about technical
language and the simplified layout of this information
improve the comprehensibility of these statements.

Thus, the results showed that the citizen who best
understands the accounting reports disclosed by the public
sector is the one who holds technical language knowledge
when comparing to the regular citizen who doesn’t
hold such knowledge and doesn’t have the technical-
cognitive background to analyze such information.

This happens because the reports that are traditionally
disclosed by the Brazilian public sector has technical terms,
which obstructsthe comprehension ofaccounting statements
and, as a consequence, reduces the reinforcement of
social control over public administration, thus creating
an association between technical knowledge and
comprehensibility, which shows that the comprehensibility
of the accounting information disclosed by the public
sector depends on technical language knowledge.

Likewise, when comparing the layout of accounting reports
(either traditional or popular), it was possible to see that
the disclosure of the accounting statements based on the
practices of popular reporting, which aims at presenting
the information through charts, glossaries and figures,
provides the citizens with a better comprehension of the
accounting reports disclosed by the public sector, both for
those who hold the knowledge about technical language
and for those who dont (the average citizen). Upon
analyzing the association between popular reporting and
comprehensibility, the comprehensibility of the accounting
information disclosed by the public sector depends on
the simplified layout done through popular reporting.

The results also pointed that, when exposed to accounting
statements in the popular reporting format, regular
citizens, those who don't hold technical language
knowledge, perform better when compared to citizens
who hold technical language knowledge when they
are submitted to financial statements in the traditional
format and as demanded by the law, which shows
that the traditional layout is hard to understand even
for citizens who have technical language knowledge.

Therefore, as a conclusion, the three hypotheses in
this research were confirmed. From this perspective,
it is possible to stafistically infer that, based on the
sample selected, the citizens who hold technical
language knowledge comprehend the accounting
information disclosed by the public sector better than
the citizens who don’t have this knowledge. However,

the moment the accounting information is disclosed
through popular reporting with the use of a simpler
language and a more ludic layout, citizens improve their
comprehension level about such information, which
shows that this complementary disclosure may fill in
the gap concerning the technical language knowledge.

Based on the reflections, considerations and results
that are present in this research, it is expected that this
study may improve the process of accountability for the
effective users of public accounting by increasing their
comprehensibility about accounting statements disclosed
by the public sector and, especially, that it contributes to
the academic and scientific advancement about the topics
addressed herein, both directly and indirectly, by bringing
in a new perspective to existing literature, with reflections
on improving social effective control and promoting
the inferest about supervising public resources, which is
justified, for, although one expects the use of popular
reporting to increase the public entity’s responsibility
and fransparency and to mobilize citizens’ interest and
involvement, public managers still don’t explore it to its
fullest.

Generally speaking, by analyzing the results found,
it can be seen that regular citizens have a low level of
comprehension concerning the accounting statements
disclosed by the Brazilian public sector. Therefore, in order
for the disclosure of accounting statement to reach its
objective, that is, to be understood by a considerable share
of citizens and prepare them to play their role to supervise
the acts of public managers, two factors need more focus:
either the State uses popular reporting by disclosing the
information in a simpler, more ludic and friendly way,
with figures, glossaries and other graphic tools, or the
citizens, through their own interest, will try to acquire the
knowledge about technical accounting language with
the objective to understand the language used in the
publications about official accounting statements, even
though this knowledge acquisition doesn’t ensure the
comprehension that is as efficient as the use of disclosing
statements through popular reporting mechanisms, for,
based on this research findings, even people who know
accounting technical tools face difficulties o understand
the accounting statements disclosed by the public sector,
which shows a relatively low level of comprehension.

The conclusion in the present study is not about omitting
the disclosure of the accounting statements that are
traditionally disclosed by the Brazilian public sector and
demanded by law, but the need for a complementary
disclosure of such information with the objective to
enable the exercise of citizenship by the population as a
whole and only by part of it, through popular reporting.
Therefore, it is necessary and even urgent that the public
entity rethinks the layout of the accounting statements
applied by the Brazilian public sector with the objective
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to increase social participation and promote democracy.
It should be mentioned that adjusting the technical
language into the popular language used herein is
seen as a limitation, since the language seen as more
efficient was used. However, it’s not possible to ensure
the adequacy of the language in order to provide the
highest comprehensibility possible about the accounting
information that is disclosed by the public sector. This
way, here is the recommendation for future studies
to try to analyze what would be the best way to report
the information that is disclosed by the public sector’s
accounting through accounting statements with the
objective to improve the citizens’ level of comprehensibility.

Another suggestion would be a study that tried to clarify
the real needs the citizens have for information, not only
concerning the content of the accounting statement, but
also its layout, frequency and propagation means, as
well as checking whether the use of modern technologies
and the Internet would increase the citizens’ interest in
the popular financial reports issued by the public sector.

Finally, given the limitations mentioned, here is the
suggestion to use this study as a support in the search
for improving the hypotheses herein suggested by
increasing sample size and using new methodological
approaches in order to turn the findings more
solid with the objective to expand the theoretical
field about the comprehensibility of the accounting
information disclosed by the Brazilian public sector.
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