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Abstract

This study is aimed at determining how the findndéa of public benefit
organizations (PBOs) affects donations receivedhgyn and if the donors use
financial and non-financial information in order ttonate. In order to achieve our
aim we used different methods of research: qudivitaresearch (econometric
model and survey) and qualitative research (labmmattest). The research
allowed us to draw the conclusion that Polish denorake very limited use of
PBOs’ financial statements in the donation proces&l that non-financial
information plays greater role for donors in makidgcisions to give charitable
donations. The most important information is theyamization’s goals and
descriptions of its projects. At the same time, yndaonors stated that they
donated under the influence of people they kneis. alticle fits into the scope of
world research on PBOs and uses the concept dfsciviety.
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1. Introduction

The focus of most accounting studies undertakemegent years has
focused on the quality of business profits and tlependence of firm's
economic results on selected variables. The studigslly concern large firms —
whose data is more readily available - or smallmedium firms whose importance
for national economies has been acknowledged inymaports prepared by
European institutions, research organizations, smnehtists all over the world.
More recently, the scope of the studies has be¢enéded to include public
sector entities and their reporting. Charitableaaigations fall outside these
categories and, unlike them, have not attractedddszale studies on their
performance and the volume of their activity. Hoeetheir real importance for
the economy (represented by the volume of fundy ttentrol) calls for
monitoring their operations and for developing cadors to measure their
performance. Public benefit organisations (PBOs)ehmostly non-financial
purposes and serve the general public or individddieir activities are frequently
funded from large sums of money offered by indigiciionors.

Poland is a country with specific history with resp to charitable
organizations. During the inter-war period (betwdlem First and Second World
Wars) there were approximately three thousand Faiom$ and ten thousand
Associations operating in Poland (Wawigli 1997, p.18). After WWII almost
all of them disappeared, because private charitalganizations were viewed
and treated as uncontrolled social movements andedaus for the socialist
system (Archewska 2007; 2009). Most of presentitdide organizations in
Poland were established in the 1990s. Thereforéhidtery and experience of
current Polish PBOs is much shorter than in ottmuntries such as Great
Britain or United States. At the same time howetlex,accounting and reporting
requirements for Polish PBO’s are comparable terotbuntries.

Moreover the social environment in which charitadiganisations operate in
Poland is also specific. The social activity ofistolcitizens nowadays remains
very low due to the socialist legacy. Civil socigisactically does not exist in
Poland, and 80% of Polish citizens admit that waitthe last year they were not
socially engaged in any voluntary activity or wddt the common good or for
people in need (Kinowska 2012, p. 4). The fortyrgeaf a communist regime
resulted in a lack of social trust towards govemiand its agencies, as well as
in demanding approach towards the state and ottiesrts.

The reluctance of Polish citizens toward policy gogernment adversely
affects their attitude towards public benefit orgations collaborating with
local authorities and financed by grants and sidsid his situation can lead to
a dysfunctional dependence. Thus it is particulanhportant nowadays in
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Poland to provide transparent mechanisms of fimanttie “third sector” as well
as diversification of its sources of finance. Hoegvat the same time Polish
inhabitants were encouraged, by the Act of PubliendSit Activity and
Volunteering (2004) to take part of the respongibfbr the social policy of the
government. They can donate 1% of their personedme tax, i.e. public
money, to their chosen philanthropic organizatibnis mechanism of 1% was
established to guarantee a more effective waystfidution of public money for
charitable purposes. The government decided thiaes know better what is
most needed and important for their community amdsociety as a whole.
However, the question is if they can really makeaniiegful choices among
PBOs and if they use any criteria for their assesgraf such organizations.

A financial analysis of PBOs shows that their inegndiffer considerably.
This leads to the thesis that donors use specifiEria to choose the charity they
wish to fund. Some criteria can be derived fromPBOs’ financial statements,
while other criteria are non-financial. The latbategory includes, for instance,
the reputation of the charity or of its leadersadvocates, and donors’ own life
experiences or habits.

This research aims to determine what information @acrease the
creditability of PBOs and what factors encourageads to donate money after
so many years of diminishing the meaning of clesiin the eyes of society.
The research will cover financial factors, partirily the effect of information
contained in PBOs’ financial statements and Websda the decisions of
individual donors. The econometric equations aralyses applied in the course
of our research is aimed at determining whetherodooffering donations use
and analyse the financial information in makingirttgecisions. The collected
statistical data will also help to determine ifrthare other factors that motivate
donors, including non-financial ones. The equadéstimates will be supplemented
with information derived from a survey of individudonors and a laboratory
experiment designed to strengthen the conclusions.

2. The role of financial statements in evaluating BOs’ performance

Considering that public benefit organizations do mave investors, they
must use grants and donations to fulfil their diabte objectives. However, they
cannot guarantee that they will deliver what theynmse. They can only declare
that they have the intention, commitment, and datgtion to help their target
group of beneficiaries. Because PBOs frequentkerhiige sums of money from
individual donors, the nature and usefulness oir thieancial statements for
evaluating their performance and as documentsctefte their true financial
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standing sparked animated discussions at the futtnec2® and 2% centuries.
Notwithstanding the different scientific perspeesy almost all accounting
specialists (see Noraini et al. 2009) agree tl@PROs’ financial statements are
needed both by government institutions for monigrand control purposes,
and by wide groups of stakeholders to make thaistens having the necessary
insight into their operations.

A donor can learn, from a PBO'’s financial statemahbut the amounts and
ways of distribution of its resources serving itmritable objectives, evaluate
management quality and development prospects, &awd#ssa whether the
organization has enough resources to go on. Haeocan also see its liabilities,
where the funding comes from, and whether it isatiffely spent. Therefore, the
financial statements disclosed by PBOs may helprdochoose which PBO they
wish to support and gain certainty that it is @it and working towards its goals.

Polish charities must act in compliance with theeaded Public Benefit
Organization and Volunteerism Act of 22 January R0While introducing
sanctions against PBOs for failure to file and mlblactivity and financial
statements on due dates, the act missed the opiigrto impose relevant
gualitative standards, thus contributing to theetmgeneity of the statements.
Particular organizations publish different rangésfimancial information and
even the same organization may inconsistently pteke structure and amount
of information. Other qualitative standards appdyio financial statements, such
as those provided within the conceptual framewaketbped and approved by
the 1ASC in 1989, e.g. comprehensibility and usefs$, are not met either. Some
financial statements are incomplete, for instaheeadditional information section
shows only how assets and liabilities were valuetlle others are limited to the
balance and a profit and loss account in a venssau by business organizations
(Waniak—Michalak 2010).

3. An overview of empirical studies on factors motiating donors to support
a public-benefit organization

Factors that motivate donors to support PBOs ardied particularly
often by researchers in the US and Western Euf@pe.of the first UK studies,
involving a group of 130 respondents, found thaOBBstakeholders appreciate
both financial and non-financial performance (Hym=ani991, pp. 69-82).

Khumawala and Gordon (1997) carried out an expetiinevhich students,
treated as prospective donors, were asked to timaakdial information by its
impact on the decision to donate.
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A range of studies have confirmed that donors aveenwilling to offer
funds if they know the organization and have begarined about its mission,
objectives, and major financial data (Gordon et1#99). Parsons (2007) also has
concluded that some donors, having been givendiahimformation in advance,
would be more willing to make a donation than these have not received such
information.

Many studies seek to determine the relationshipsdes business variables
presented in PBOs’ financial statements and theabkeimounts of donations they
receive. Parsons (2003) has suggested that tHadteys motivating donors to give
money to a public-benefit organization are orgdimmmal efficiency and
sustainability. Parsons defines PBO'’s efficiencthasshare of resources it allocates
to its charitable objectives. Technically, the gador shows the average proportion
of donations spent directly on the intended beizefess. Hyndman (1991) and
Khumawala and Gordon (1997) agree that donors eme imterested in the ratio
between charitable spending and the organizattotes expenditure, and that they
more willing to support these organizations wheeeratio the highest. In order to
measure PBOs’ efficiency, studies use variablegiradl from their financial
statements, such as the already-quoted ratio betareeorganization’s charitable
spending and total expenditure (Posnett & Sand&9;1Qallen 1994; Tinkelman
1998), the ratio between total expenditure angpleading on charitable programmes
and research activities, and a PBO’s administramsts as a proportion of its total
expenditure (Frumkin & Kim 2001, Tinkelman & Manley2007).

The sustainability of a public-benefit organizatisndefined by Parsons
(2003) as its ability to continue on even if fadeda shortage of funds. This
quality builds on the ‘on-going concern’ princiiemmonly used by accountants
in the business sector. Parsons and Trusell's stRd98) has confirmed that
sustainability is a determinant in the amount ofatns an organization can
raise, because donors prefer viable organizatievsn if they have temporary
cash problems (e.g. during an economic crisis). Susainability measures that
are the most frequently found in the literature ameorganization’s net assets as
a proportion of its total income (Trussel & Green§04), an income concentration
indicator calculated as a ratio between donatiam$ subsidies raised by the
organization and all its income (Parsons &Trus86B2, and an indicator similar to
the gross margin indicator used by enterprises.

Greenlee and Trussel (2000) used financial indisatalculated on the basis
of a PBO’s financial statements to develop a mquletlicting its vulnerability.
According to the authors, the model can serve Bti#lers estimating the
performance of a Foundation, particularly those ateconsidering whether or not
to support it financially.
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A study performed by Khumawala, Parsons and Goml@03 led them to
the conclusion that donors preparing financiakstants for their own organizations
(e.g. enterprises) were more inclined to offer futwa public benefit organization
characterized by a lower ratio of total expenditarfinding raised.

Another factor that prospective donors look at iSPRO’s reputation.
However, this category of organization is veryidifft to evaluate with respect to
the quality of their “final product”. Studies assairtherefore that the quality and
prestige of a PBO can be measured by its age @l&d2arsons 2007), the value of
assets held (Tinkelman 1998), or the amount ofidigissand grants it can raise
(Tinkelman 1998).

Andreoni and Payne (2003) have demonstrated ththaghpublic benefit
organizations raising more grants tend to lose@stan pursuing other sources of
funding, and as a consequently ‘other donors’ auctor a smaller proportion of
their incomes.

A 2010 study on Polish PBOs which used @terity Navigatorindicators
to evaluate their performance found a corresporeldi@ween the evaluation
outcomes and the amounts of donations raised byohenizations (Waniak-
Michalak 2010). However, other researchers fouadl ttne ratings of th€harity
Navigator were not useful for donors (Szper& Prakash, 20Thgy concluded
that the changes in ratings were not associatdd theé primary revenues of the
charities. The interviews with charities’ managersthe state of Washington
revealed that the managers do not value the ratingl. They believe that other
factors influence donor support for non-profitkelfamiliarity, word-of-mouth or
the visibility of the non-profit in the communit$gper & Prakash 2011)

In the studies on factors motivating donors to sup@ public-benefit
organization, the paper of R. Bekkers and P. Wigpki2011) is especially
noteworthy. It contains a broad overview of thedeoaic literature on charitable
donations, based on over 500 articles. The autiaenstify eight mechanisms
driving charitable donations, i.e. awareness oflgesolicitation, costs and benefits,
altruism, reputation, psychological benefits, valaad efficacy. In an earlier article
Bekkers and Wiepking (2011a) also found evidenctherrelationship of donating
to religion, education, age and socialization afais. Moreover, other researchers
state that the motives for charitable donation déms the situation and on whether
the organization is “the main” charity, the “secabice”, or even the accidentally
chosen charity (Bennet 2012). Ireland (1969) stitet![a]ll individuals serve their
own interests” even if they have philanthropic wesi and take philanthropic
actions. There are usually personal reasons umdéngia donor's behavior.

However, the above—mentioned researches do not @nssvers with
respect tdhow individuals choose a particular charity. We areuanof the fact
that the motives for charitable giving influence fimal choice of which charity
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to choose. The research presented in this papeokig for the factors which
push individuals in Poland to support a partic@eganization, and at the same
time for the factors influencing the financial riéswf the PBOs, in the light of
history of Poland (and Polish PBOS) in the twehtiegntury.

4. Methodology

In our study we used two types of research: qudintt and qualitative. The
purpose of the quantitative research presentedvlisito establish what financial
indicators had an effect on the revenue of PBOsndrad other motives existed for
making donations. In this process an econometritetres well as survey are used.

An econometric model is used to assess how infeomagiresented in
PBOs’ financial statements determines the choidemdividual donors. The
analysis is guided by the following question: “Dondrs use PBOs’ financial
information and analyse it in deciding whether tmate?”. The statistical data
collected for the research should also allow fawdng conclusions about the
possible existence of other factors influencingatenin the model, the financial
motivators are represented by variables derivad 80s’ financial statements.

The study covers the years 2006-2010 and the sacgpisists of 84
public benefit organizations based in Poland. Weselthose organizations that
received at least 50% of entire 1% contributiosfitaxpayers’ income tax for
the year 2009, because we started the researchlidh, 2dding new data and
explanatory variables in the following years torfemore about the motivations
of donors supporting public benefit organizatioWe assumed that the
organizations are those that obtain a significahies from donations. Moreover,
the financial statements of PBOs that received Isambunts of donations and
grants are of poor quality and do not containradlhecessary information.

The equations presented in the paper have beenagsti using the 2010
data, because the 2006-2009 results have alreagly discussed in earlier
articles. It is worth noting, however, that theaetfindings and those obtained
previously are consistent. The current sample dD®Bepresents only a fraction
of their total population in Poland, and some @hthraise donations and grants
of very high value (e.g. 10M Euro). The equatioagenbeen estimated using the
Eviews software package. We used the OLS methbdilding our model. The
research hypotheses serve to identify the detentsnaf donors’ decisions.
Each of them has been provided with explanatoryalkes representing the
respective determinant. All explanatory variablesthe model are lagged,
because donors evaluate organizations and choesenththey want to support
based on the previous year’s information. An imgratrielement of each equation
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is the regression coefficient, which indicates howch the explanatory variable
will change following a change in the respectiveleipendent variable. The
direction of the relationship between particulariatales indicated by the sign of
the appropriate regression coefficient is alsoifigmt.

The survey is aimed at verifying and completing bgults received from
the estimation of equations and to determine whhérofinancial and non-
financial variables donors consider important itvating a charity to support.
In this case, a random drawing procedure was ptedednecause the personal
data protection act limits access to donors’ peakdata. Therefore, the findings
of this survey cannot be generalized to the epieulation of donors, but they
can serve as signposts showing the direction torduresearch. The survey was
conducted with 250 persons: university studentsegmployees.

The results obtained from quantitative researghired us to follow it up with
gualitative research. Thus, a laboratory experimstrun with 32 participants.

5. Results of the quantitative research

The first research hypothesis (Hypothesis 1) isethasn the study
conducted by Trussel and Parsons (2007), who athlgshumber of financial
variables in terms of their impact on the amourftgrants received by over
4,000 public benefit organizations in the USA. Thatudy also summarizes all
earlier attempts to quantify the effect of PBOslafiicial statements on donors
by considering the amounts of donations from fow@rspectives: PBOS’
organizational efficiency, sustainability, reputati and information disclosed to
donors. Our hypothesis is formulated as:

Hypothesis 1: The value of financial donations reeg¢ by public benefit
organizations from individual donors depends on thsclosure of specific
information in their financial statements.

This hypothesis was tested by performing multipgtineations of an
equation where the explained variable is the amaintinancial donations
received by PBOs from individual donors in a yddNDON_Y).The explanatory
variables were selected from the aforementionedsefiand Parsons’ study (2007)
representing four factors determining the amoumtdomations: organizational
efficiency, sustainability, reputation and discldseformation.

Organizational efficiency is measured using thiofeing explanatory variables:

 charitable spending as a proportion of PBOs’ tetgbenditure (variable
PROG); the regression coefficient is expected tweha positive sign,
because donors like public benefit organizatiorsratterised by a greater
share of charitable spending in their total expemes;
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* PBOs’ administrative costs as a proportion of taapenditure (variable
ADMIN);the regression coefficient is expected tovénaa negative sign,
because donors reluctantly contribute to orgamimatiwith a large share of
administrative costs in total expenditure.

« sustainability is explained through the followingriable:

e a gross margin rate (variable MARGIN); the regmasscoefficient is
expected to have a positive sign, because dondiesvéehat PBOs where
the rate is high perform better and are more queibée.

The reputation of the sampled PBOs is assessed bagke following variables:

« the gross value of assets (variable ASSETS); tiression coefficient is expected
to have a positive sign, because this measurgyahization’s potential shows its
ability to accomplish its objectives as well aojperational capabilities,

» the amount of subsidies and grants obtained by RB&&ble GRANTS);
the regression coefficient is expected to havesitipe sign, because many
individual donors are of the opinion that financislipport offered by
government agencies and institutions confirmsttietecipient is trustworthy.

» Donors’ knowledge is measured with the followingiahle:

« amounts spent by PBOs on advertising and promatorattract more
donations and gifts (variable FUND); the regressiogefficient is expected
to have a positive sign, because advertisemengecee positive image of
organizations and attract new donors.

All explanatory variables in the model are laggédcause donors
typically evaluate organizations and choose thetbag want to support based
on their previous year's statements.

To test Hypothesis 1, the following equation isreated:

Equation 1: FINDON_Y = C(1) + C(2)*ASSETS + C(3)*@RTS +
C(4)*MARGIN + C(5)*PROG + C(6)*FUND + C(7)*ADMIN,

where:
The explained variable:

FINDON_Y - the amount of financial donations (in ¥Lthat a PBO received
from individual donors in the previous year.

Explanatory variables:

ADMIN — PBOs’ administrative costs as a share efrttotal expenditures,
PROG - charitable spending as a proportion of etpenditure,

MARGIN — the gross margin rate,

FUND —PBOs’ advertising and promotional spending,

GRANTS —the amount of subsidies and grants recdiydeBOs,

ASSETS - the value of PBOs’ assets.
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Equation 1 estimates obtained using the aboveblesidor the years 2006—
2010 are statistically unsatisfactory, because ahalysis of t-Student statistics
shows that the regression coefficients are stalbtiinsignificant for all variables
but ASSETS and GRANTS. This means that PBOs’ swadtdity, efficiency and
the disclosed financial information have littleesff on donors’ choice of a particular
PBO. Financial indicators in PBOs’ statements ¢batespond to these three aspects
cannot be considered as a factor having influenckeosv much PBOs will be able
to raise in donations. This is in contrast to #mults of Trussel and Parsons’ study
(2007), due to the fact that Poland is a countt \specific history of charitable
organizations. Individuals in Poland may be corethahat the information
published by the PBOs is prepared for authorities,donors, and thus they may
consider it not important. However this may be &iaat with the theory of civil
society. The Polish individual donors may choosedtganizations that are visible
in the community and whose actions are appreciatetdnecessarily those with
satisfactory financial statements.

Although the estimates of MARGIN, FUND, PROG, anOMIN are not
satisfactory because the variables have low sigmifie, the estimation of the
equations suggests that the amount of grants (GFSANfEceived in the
previous year and the value of PBOs’ assets (AS$H® $ave an effect on the
total amount of financial donations. According tokelman (1998) and Trussel
and Parsons (2007), these two variables represdPB@’s reputation. We
assumed therefore that the reputation of PBOs eatebned as the quality and
prestige of the organization measured by its dge dtder the organization the
higher the degree of trust in it, resulting frone thssumption that it is a PBO
with greater experience — however this was nothialthe cases of Polish PBOs
which are relatively young), the value of assetd (e bigger organization the
higher the degree of trust in it), and the amoungubsidies and grants it can
raise. Therefore, Hypothesis 2 is formulated devd:

Hypothesis 2: The reputation of a PBO motivatewiddals to support it financially.
Equation2:FINDON_Y = C(1) + C(2)*ASSETS + C(3)*GRAIS,

where:
The explained variable:

FINDON_Y — the amount of financial donations (inNPLthat a PBO received
from individual donors in the year.

The explanatory variables:

GRANTS —the amount of subsidies and grants (in Ptibid) a PBO received in
the previous year;

ASSETS — assets (in PLN).
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The estimates of equation 2 are presented in Tdlalmilv.

Table 1. The results of estimation of equation 2

Dependent Variable: FINDON_Y

Sample: 1

Included observations: 64

Year 2010

Variable Coefficient t-Statistic Prob.
C(1) -1012981. -1.020113 0.3118
ASSETS 0.640527 11.73543 0.0000
GRANTS -0.375821 -2.927023 0.0048
R-squared 0.697035

F-statistic 69.02139

Prob (F-statistic) 0.000000

Source: E-views estimates.

According to the t-Student statistics (t-stat), gwimates of GRANTS
and ASSETS are statistically significant, (see phebability measures in the
t-Statistic column in the Table). However, the esgion coefficients are
consistent with the assumptions only for ASSETS &ktimation of equation 2
shows that an increase in a PBO’s assets (ASSEBRgsnindividual donors
more willing to support it with donations. Accordirio the estimation results,
PBOs with a smaller resource of subsidies and gr&6BRANTS) draw more
financial donations from individual donors. Thisding reveals a discrepancy
between the regression coefficients and the asgumaptt is, however, consistent
with the results obtained by Andreoni and Payne wtudlied US-based non-
profit organizations (2003). They observed thatirmreased value of grants
tended to reduce the amount of funding raised father sources. Moreover,
this situation can be also caused by already-meadioseluctance and distrust of
Polish citizens toward public benefit organisatiordlaborating with local
authorities and financed by grants and subsidiBQsPseeking funding such as
subsidies and grants, are regarded as unreliatf®lsh individual donors. This
is again in contrast to the results of Trussel Badsons’ study (2007), where
grants and subsidies were treated as reputatioabley based on the argument
that financial support offered by government ages@nd institutions confirms
to individual donors that the recipient is trusttingr

According to the outcomes of equation 2 testing ddlgpsis 2, the
equation offers a relatively high level of explaoat — the determination
coefficient (R-squared) for 2010 is 0.69. Likewid®e Fisher-Snedecor statistics
(F-statistic of 69.02 in 2010) indicates that aignificance level of 0.001 (Prob
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(F-statistic)=0.001) the null hypothesis shouldrbplaced with an alternative
hypothesis according to which the total impactlbégplanatory variables in the
equations on the endogenous variable is statilstis@nificant.

Overall, the equation estimates confirm only pdrHgpothesis 2. The
important factor that makes a public benefit orgation attractive for individual
donors is an increasing value of a PBO’s assetis Worth mentioning that
PBOs with modest resources in terms of subsidieb gnants raise larger
amounts of individual donations, because thesenmrgions are deemed more
trustworthy by them.

The results of the quantitative research (estimatibequations) carried
out on the basis of Parsons’ and Trussels’ findiegsouraged us to draw the
preliminary conclusion that motives of Polish dantor supporting PBOs differ
from motives of donors from other countries. Thédhohistory of the twentieth
century has influenced the attitude of individuais Poland toward public
statements and private equity. For many years #sponsibility for social
welfare has been taken on by the State. For thisore the mechanism of
donating for Polish citizens may be different.

As a result of the above presented findings, weidddcto carry out
a questionnaire survey. We mailed and handed dut@Bstionnaires to selected
respondents. Owing to the non-random sampling @gprand our commitment to
collecting all the questionnaires, all of them waited out and returned. Among
these, 229 were found to be eligible for analy2ik Were rejected because the
respondents were not employed and the rule addptetie survey disqualified
individuals without their own incomes). Althougletanswers cannot be treated as
representative of the whole population of dondngytdo provide a basis for
formulating more research hypotheses and for ptagnméw activities.

Compared with only 26.2% of the surveyed donors wtated that they
used PBOs’ financial information to find out whiohe they wanted to support,
as many as 68.56% declared that they were inteér@stsome of the financial
information the organizations disclosed, howevewytHid not use the financial
data in their decision-making process. Only 5.24%amors were not interested
in financial results at all.

As regards financial information, the organizat®rspending on its
charitable mission (51.97% of responses) and thscrigiions of tasks
completed in previous periods (in value terms) %) were rated the highest
(see Chart 1). The balance sheet data, i.e. the@sspent on promotion and
the amount of grants received were found by th#iididlal donors to be the least
significant (8.30% and 11.35% respectively of aponses), with promotional
spending being ranked the lowest. While these t®swé at variance with those
obtained from the statistical analysis, it muskbpt in mind that the only thing



Financial And Non-financial Factors... 143

they show is that donors appreciate this type fifrination, and not that the
level of assets determines PBQ’s opportunitiesdiming additional funding, i.e.
its potential (Chart 1).

Chart 1. What financial information individual donors considered important

others
no financial infor mation is important for me

amount of promotional spending

the amount of grants received (including... 11,35%

value of assets

12,66%

the amount of own funds 17,47%

amount of administrative expenditures

organization’s incomes

amount of financial donations received

amounts of funds spent on particular... 47,16%

17,60%

51,97%

0,00% 10,00% 20,00% 30,00% 40,00% 50,00% 60,00%

*the respondents could give more than one answer.
Source: developed by the authors.

As far as non-financial information is concerndd tespondents were the
most sensitive to the organization's charitableppses as defined in its
governing document (56.77% of responses) and thscrigdons of past
delivered projects (54.59%). Some respondents ¥4) 3vere of the opinion that
all non-financial information was not important leem, and a small group,
0.44%, could not specify their expectations (searC2).
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Chart 2. What non-financial information individual donors considered important

others

non-financial information is not...

information about board members,...

sources of funding

descriptions of delivered projects 59%

organization's charitable purposes 6, 77%

T T T T
0,00% 10,00% 20,00% 30,00% 40,00% 50,00% 60,00%

*the respondents could give more than one answer.
Source: developed by the authors.

When asked to assess the importance of the PBG&amj the respondents
usually pointed to those helping children (58.08%&e Chart 3). Other purposes
that the donors found worthy of their support were care of cancer patients,
animals, and the disabled. However, 6.99% of tt@md the PBO’s mission not to
be important at all. Respondents could choose aadvan the list (based on the
previous research, including Bekkers, 2008, Vriral., 1998), but they also could
indicate other purposes not listed in the questivan

Chart 3. What charitable purposes individual donorsprefer

those helping people who are dying (a
hospice)
the charitable purpose is not important for
me

helping the disabled
helping the animals

helping the cancer patients

helping the children 58,08%

0,00% 10,00%20,00%30,00%40,00%50,00%60,00%70,00%

*the respondents could give more than one answer.

Source: developed by the authors.
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The last thing the respondents were asked was die sither, less
significant factors taken into account by individldanors in making donations
(see Chart 4). The respondents could choose angnegared by the authors as
well as indicate other reasons not mentioned irstheey. A significant number
of respondents (44.10%) pointed to the endorseroéran organization by
public figures, and 27.95% of respondents listectofs outside the range
proposed by us. In the latter group, the influeat@ known person — a PBO
employee, a volunteer, or the family of a found@sicor associations’ beneficiary
(7.86% of respondents) was mentioned the most drdtyu Other noteworthy
factors were:

 acting on an impulse, emotions (4.37%),
« PBO’s local focus (3.06%)

Some other motivations for donating to a PBO inetlidts visibility,
credibility and efficiency (the respondents did specify how they understood
these terms, though), as well as the purpose nitgcEleven persons could not
state their motivations for donating. These resttisicide with those obtained
by Szper and Prakash (2011), who found that rowirents or things, such as
a word of encouragement from people one knows erdiganization being
present in a community’s life could have the stesigeffect on the decisions of
individual donors.

Chart 4. What other information individual donors considered important

Church support h 9,17%

media suppuorl, e.g. by Polsal or TVN

24,02%

my decision is determined by other

o,
factors... 21.95%

endorsement by a known person (e.g. Jurek

. 44,10%
Owsiak, Anna Dymna) ?

1

0,00% 10,00% 20,00% 30,00% 40,00% 50,00%

*the respondents could give more than one answer.

Source: developed by the authors.
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The respondents of our questionnaire survey coeldiladed into three groups:
» Donors using sources of financial data and valfiagcial information (26.2%);
 Donors not using the financial data but interestdithancial results (68.56%);
 Donors not interested in financial results (5.24%).

6. Results of qualitative research

The high share of respondents interested in figdnoformation (i.e.
considering the information important for their tmn) encouraged us to carry
out qualitative research: a laboratory experimdite aim of the laboratory
experiment was to answer the question: what ip#te of the decision making
of individual donors in fact and why does the fic@hinformation not influence
their decision despite of the fact that they comsitlimportant?

We chose 32 participants for the laboratory expenin They were
chosen randomly among participants of a postgradaatirses at a leading
University in Poland.

We planned four steps:

» Step 1 — making an individual decision. The pgvaaits had to choose one
organization from a list supplied to them togetivéth a short description of
the organizations’ goals. Then they had to exp$diartly why they chose
that particular charity.

« Step 2 — decision-making in groups. We dividedpghsdicipants into groups
of four persons. The participants could changerthecision under the
influence of others. Then they had to briefly ekplavhy they made the
decision they did.

« Step 3 —reading the statements of charities. Bhiicppants were given both
the financial and activity statements. They couidrge their decision after
reading and analyzing the financial information amglain why they did so.

» Step 4 — comparison of the organizations. Partitggot the comparison in
a Table containing the most important financiabdahd ratios of the given
public benefit organizations. They could changerttecision and they had
to explain their decision.

After all steps were completed, we opened up teeudision and asked the
participants to answer the following additional sfimns:

1. Is the financial information presented in a cleay@
2.Do they trust the financial information presentedtbhe Websites of the
PBOs or in their financial statements?



Financial And Non-financial Factors... 147

3. Which charity do they support in real life and why?
4. Did the exercise encourage them to use the finbdata of PBOs in future
in order to decide whether to donate and to whom?

After the analysis of responses of the participargscould draw following
conclusions:

* 46% of participants (15 persons) never changed thieid after all the four
steps;

* 34% of participants (11 persons) changed their raftet reading the financial
statements;

« 21% of participants (7 persons) changed the midéinfluence of others;

* No one changed the mind after getting the comparedothe results of the
PBOs, however some declared that the comparisamgirened their choice.

We received following answers to the discussiorstjoes:

1. The participants stated that the statements wdfieudli to interpret. The
statements were either too long or too short —thadtontent was different
in every organization. However, the value of salrand number of
volunteers was important to them in making the sleni Unfortunately,
Polish donors did not know where to look for thetesinents. They said that
they would use the statements in the future if thag time to do so. The
key drivers of decision making were the name ofdhganization and the
brand of the entity.

2. They said that they believed neighbors or the meubae than the public
statements of the organizations. The participargeevekeptical about the
information presented in the statements. They nekiecked to see if the
organization had used the money effectively. Asytpet it: “Nothing
depends on us, so why we should take care of thidgm?” We argue that
the attitude of the participants to the contenthef statements results from
the history of Poland and its years under communism

3. Some people decided on impulse (3 participantspespeople chose an
organization because they knew its name or whdidit(15 participants).
The rest (14 participants) chose the organizatamg into consideration
the mission and goals of the charity. Moreover, nodshem (30) said, that
they do not pay attention to the choice of PBO wiheciding which charity
to designate as recipient of 1% of their persondividual tax. They do so
because “it doesn't cost us anything.” For thisseeathey choose the
organization randomly or because they have heardtai

4. All of our participants declared their willingneds use the financial
statements of PBOs in future. They found the expemt to be a very
interesting experience.
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Below we present a few selected answers of thécjpamts:

“...1 chose the charity because | was a witness th\éhe rendered by the
organization. It helped a very sick child. (...) Hoeg after reading the financial
statement | noticed that it pays high salariest'thahy | changed my decision.”

“At first |1 chose charity X because it was a chantith a long history.
However, as a member of the group | changed my.riine key driver of my
decision was the fact that one of my colleagues knéeneficiary of the charity.
The content of the financial and activity staterselid not change my decision.”

“I chose organization Y because it was well knoWne statements did
not change my decision. | think that it is relidble

“l chose the organization that helps children wiancer. | think there
is nothing worse than sick children. My colleaguksught the same. After
reading the statements | did not change my mind. CHarity pays no salaries!
(...) I saw few mistakes in the statements, batial think they were on purpose...”

“| chose organization Z because its activity is el my heart(...). After
reading the statements | did not change my decisidted the fact that it does not
pay the salaries and has many volunteers. Thigisrtost important for me.”

The analysis of the respondents’ answers from trestgpnnaire survey
and laboratory experiment not only supplementedctireclusions drawn from
the estimated equations, but also confirmed somberh. We determined that
building the civil society in Poland may be mor#idult than in other countries
because of the lack of tradition for Polish citizén take responsibility for the
good of society. However, non-financial informatiisnthe most important for
individual donors, especially information from bé&oiaries, media or people
whom the donors trust. Based on the survey'’s figglinve have formulated new
research questions for the next stage of our relsgafter the necessary data is
collected. We want to investigate if the PBO’s im&s depend on the scale of
its activity as expressed through the number ofbeseficiaries, staff and
volunteers. Moreover we want to discover if a PB@sations from individual
donors depend on the visibility of the PBO on thiernet.

7. Conclusions

This research was aimed at identifying the faciofisencing individual
donors to choose a public benefit organization uppsrt financially. The
equation estimates and the findings provided bygilnestionnaire survey show
that Polish donors still make very limited use &0’ financial statements in



Financial And Non-financial Factors... 149

this process. This is mainly due to their low opmiof the usefulness of the
financial information, as they either lack the resary information to assess it or
are provided with an overwhelming amount of data fMund the the reporting

of activities and financial reporting by the PBO® aletermined by strong

institutional influences affecting their utilizatio

The research also found that only some non-finhnesiables are
important for individual donors. The key piecesioh-financial information the
surveyed individuals needed to make a donation wereorganization’s goals
and descriptions of its projects. At the same tigquate many participants stated
that they had donated under the influence of peibglg knew. Some respondents
could not explain what had made them support aifspecganization, or else
answered that the decision was spontaneous. Howerexr of our most
important findings is that Polish PBOs operate gpacific environment: while
donors are conscious of the fact that the finand#&é is crucial, nevertheless
they do not believe the public statements. Forrfason Polish PBOs must search
for other tools to communicate with donors and erage them to donate.

It is interesting to note that individual donorsHoland tend to adhere to
the established patterns of donation. As a reseB@ receiving donations in the
past will very likely obtain them in the future asll.

Our findings show that Polish individual donors exéremely reluctant to
take on the responsibility for community developmand building the civil
society. The communist regime diminished sociadtttowards the government
and organizations cooperating with the authoritiBisus Polish donors more
believe their neighbours and beneficiaries tharptitdic statements. Moreover,
for many years all the tasks of the social welfaawe been financed by the
State. Thus it will take many years to change teviction of Polish citizens
that the government should take care of the podmodmers in need.

As the awareness of Polish donors increases eeany i can be expected
that they will give more and more importance taficial data and other information
published by public benefit organizations. A grogvinumber of donors will be
interested in knowing if their contributions areedsefficiently, and in PBOS’
sustainability and the fulfilment of their missiof®wing to these expected trends
we plan to carry out more research on the factamsidered by donors planning to
make donations, and on the reasons why they clzopaeticular charity. The first
stage will involve the updating of the quantitatresearch sample with the most
recent statistical data and the introduction of menables to the model. At the
same time, more questionnaire surveys will beeduout.
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Streszczenie

FINANSOWE | NIEFINANSOWE CZYNNIKI MOTYWUJ ACE
DARCZY NCOW DO WSPARCIA ORGANIZACJI PO ZYTKU
PUBLICZNEGO

Organizacje pgytku publicznego (OPP) realizujcele gtéwnie niefinansowe,
spotecznie tyteczne, shtyce dobru jednostki lub dobru publicznemu. Wynildrisowe OPP
w Polsce pokazpjznaczcg nierowndé osiganych przychoddw, co oznacze,darczyicy
stosuj okreslone kryteria w podejmowaniu decyzji, ktérej orgaiji dobroczynnej udziéli
wsparcia finansowego.

Celem badania jest okilenie czynnikéw o charakterze finansowym i niefoarym
wptywajpcych na wybor przez dareigdw indywidualnych okstonej organizacji nonprofit,
ktérg wespg finansowo. Metaglbadawcz stosowan dla realizacji postawionych celéw jest
model ekonometryczny, ankieta oraz eksperymernglaogny.

Przeprowadzone badania potwierdzitye indywidualni darczicy w Polsce
w niewielkim stopniu wykorzysgusprawozdania OPP. Przyczytekiego stanu jest m.in.
zbyt dua zawartg¢ informaciji w sprawozdaniach i/lub niewiedza dargayw o miejscu
publikacji tych sprawozda Z drugiej jednak strony da czs¢ uczestnikéw badania
wykazala zainteresowanie danymi finansowymi i vamikniefinansowymi OPP w celu
podgcia decyzji.

Stowa kluczoweorganizacje pgytku publicznego, pomiar dokofalarczyicy



