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9 public sector financial statements from the perception of external users of the information.
To investigate the readability and comprehensibility of the financial statements applied
to the public sector from the understanding of external users.
Method: Based on previous research, the variables associated with readability and
understandability were selected and an electronic questionnaire was developed to
Edited by: observe them. A total of 415 valid responses were obtained from a sample of Brazilian
Claudia Cruz citizens. The analysis was performed qualitatively and quantitatively by testing the
relationships between the variables, especially confirmatory analysis.
Results: Results revealed statistically significant relationships between the understandability
of the statements and the variables: educational level, academic education, occupation,
and self-assessment in knowledge about public sector accounting. Relationship was
also found between the readability, measured by the Flesch test, the respondent’s level
of education and the understandability of the information, corroborating the literature
on this subject, although previous studies were mostly focused on the reports of private
sector entities.
Contributions: The study demonstrates the need to improve the quality of accounting
reports in the public sector, reducing the gap in the national and international literature
on the subject and presents as main contributions: (i) for future research offers an
instrument for data collection (questionnaire) unprecedented, based on solid theoretical
framework and validated by a large sample; (i) unpublished findings on variables related
to readability and  understandability not yet covered in other research for the public
sector; (iii) evidence that provokes further discussion with the public authorities and the
community on the need to improve the way public sector information is disseminating
and communicating, as well as identifying ways to do so.
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Introduction

he study of transparency has attracted considerable at-

tention in almost all areas of administrative knowledge.
Whether in politics, even in business, public affairs and legal
matters, transparency is important. Accessible information is
the main foundation of democracies and solid markets, as
transparency dissipates opacity, the first refuge of corruption,
inefficiency and incompetence (Michener & Bersch, 2011).

In the public sector, the disclosure of information is an
object for social control, with accounting applied to this
sector providing quality support for the instrumentalization
of society, by providing understandable and meaningful
information to citizens (Augustinho & Oliveira, 2014).
In this scope, the State must guarantee broad access to
information, ensuring that accounting fulfills its objective of
generating information that is useful and understandable
to the greatest number of users (ljiri, 1975; Riahi-Belkaoui,

1995).

It should be noted, however, that the quality of transparency
does not depend only on how the information is made
available, but on how well it lends itself to accurate
inference (Michener & Bersch, 2011), since information
is not always the answer, which can often be part of the
problem (Eppler, 2006).

Thus, for effective communication of information to occur,
there must be a common meaning between sender and
recipient, so that the latter is able to understand it, making
it possible to identify the elements of communication theory
in the communication process of accounting information,
which provides subsidies to understand this process (Dias
Filho & Nakagawa, 2001; Shannon, 1948).

As citizens are the primary users of public sector financial
reports, they are expected to be presented in a simple, clear
and succinct language, so that they are understandable.
In this sense, the comprehensibility of reports is clearly
related to the repertoire and needs of users (Resolution
CFC, 2016; IPSASB, 2010).

However, the usefulness of the information depends in
part on its readability, as well as on the users' ability to
understand it (Smith & Taffler, 1992). Thus, the concern
about this theme, in measuring the readability and
comprehensibility of texts in accounting, has been around
for a long time, both in research that addresses readability
(e.g. Barnett & Leoffler 1979; Jones & Shoemaker, 1994;
Li, 2008; Marsh & Montondon, 2005; Peleias, 2017;
Rodrigues & Silva, 2015; Silva & Fernandes, 2009) and in

research that focuses on understandability (e.g. Adelberg,
1979; Cotrim, 2012; Jones & Smith, 2014; Smith &
Taffler, 1992; Stead, 1977).

In this sense, when deepening the analysis in the field
of communication theory, specifically in the literature on
comprehensibility, readability and quality of information,
it was asked: what are the variables associated with the
readability and comprehensibility of financial statements
applied to the public sector from the understanding of
information users? Thus, this article discusses the variables
associated with the legibility and comprehensibility of
public sector financial statements from the understanding
of their external users.

It is noteworthy that the gaps observed in the literature
regarding the use of readability metrics and elements that
facilitate writing in simple language as a way of improving
the quality of public sector financial reports is a finding
in the academic field, given the need of production and
dissemination of useful and understandable information,
especially in dealing with public affairs.

Next, the literature review and the research assumptions
are presented. Then, the methodological procedures are
approached, followed by the description and analysis of
the results and, finally, the final considerations.

2. Theoretical Reference

2.1. Accounting and the public sector: implications of
language in information

Accounting applied to the public sector is currently
undergoing major transformations, resulting from the
process of convergence fo international standards. This is
expected to improve the quality of information, improve
the decision-making process, reduce corruption and
expand social control (lieoma, 2014; Leandro, Pérez &
Hernandes, 2016; IPSAS, 2017).

The control of legality, of the actions carried out by the
public sector and of the resources used to fund these
actions is done through the rendering of accounts of
public agents, which materializes with the disclosure
of the financial statements, which is the accounting
communication process ( Augustinho & Oliveira, 2014).

Accounting is the language of business and, above all,
a communication tool. However, accounting needs to
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reach adequate levels of readability and understanding
to ensure the effectiveness of accounting communications
(Riahi-Belkaoui, 1995), and if they do not reach their
recipients in a timely and understandable way, they will
not have the desired effect (Riahi-Belkaoui, 1995). Dias
Filho, 2013).

From the Communication Theory (Shannon, 1948), it
is possible to draw a comparison between the elements
proposed in it with an accounting system, in which: the
source of information is a result of economic events; the
role of the transmitter is played by the accountant, who
observes the events and encodes them to transmit the
information through the disclosure of accounting reports;
and the channel is the means by which information will be
transmitted from the transmitter to the receiver, which is
any user of accounting information, who receives, decodes
and interprets it for decision making, which is the final
destination of the information (Dias Filho & Nakagawa,
2001).

Marteleto (1987) states that the approach born in
Shannon's mathematical theory of information is a
rigorous and mechanical system where the importance
is centered on the channel and its ability to transmit
information. Although it cannot explain the psychological,
psychosocial and sociological dimensions of information,
the theory has been widely used in the social sciences,
which justifies its relevance and use in the context of this
research.

In this sense, communication theory provides a
methodology to improve accounting disclosure, given the
similarities between the general communication process
and the accounting process (Dias Filho, 2013). Thus, “the
source of information must seek to recognize the needs of
each stratum of the user and assess their ability to interpret
the information properly” (Dias Filho & Nakagawa, 2012,
p. 10).

Lesca and Lesca (1995) discuss that as an assumption for
comprehensibility, the quality of information is related to
the effectiveness of the information, which is determined
by the difference between the information required by
users and the information actually obtained by them.
Also relating to certain characteristics of information, such
as format, content, cost, time, value and utility (Eppler,
2006). Thus, the concept of information quality is relative
depending on the different perceptions and needs of users
(Parker, Moleshe, Harpe & Wills, 2006).

Comprehensibility is the quality of information that

allows users to assimilate its meaning, and, for that, the
information must be presented in a way that corresponds
to their needs and knowledge base (Resolucgo CFC,
2016). Although the presentation of information in a clear
and concise way helps users to understand it, the actual
understanding will largely depend on the characteristics
of these users (IPSASB, 2010).

In the public sector, financial statements must be prepared
and disclosed in order to meet the informational needs of
users of public services and providers of their resources
(Resolugéo CFC, 2016). However, the first step towards
understanding information is its disclosure, which takes
place through transparency, based on the notion of
openness and communication, as opposed to secrecy and
concealment (Barth & Schipper, 2008). Transparency is
a word that defines everything that is open, trustworthy,
participatory and accountable (Michener & Bersch, 2011).

In Brazil, the right to transparency in public acts is
guaranteed in the Federal Constitution (1988), which
states that everyone has the right to receive information
from public bodies. Since then, disclosure has been
expanded and the country took the most important
step in consolidating its democracy with the approval
of Law no. 12,527 (2011), the law on access to
information, expanding the means of access to citizens
and strengthening the control instruments of public
management.

The main objective of the regulations is to implement
a culture of access in the country, in which the Public
Administration must be aware that public information
is a citizen's right and belongs to him, and it is up to
the State to provide it in a timely and understandable
way. This has also been made possible through e-gov
systems, a fundamental information and communication
tool for the improvement of public services and for the
effectiveness of public policies, facilitating citizens' access
to information on public management (e.g. Augustinho &
Oliveira, 2014; Avelino, Cunha, Lima & Colauto, 2014;
Maia, 2014; Pina, Torres & Royo, 2007).

Thus, given the need to provide intelligible information,
and, in the specific case of accounting information, so that
it reaches the recipients in a way that it can be used, it is
necessary for the user to be able to read and understand
the message transmitted. Thus, realizing the existence
of possible problems in the form of communication of
public sector information, the concepts of readability
and comprehensibility, arising from studies in the area of
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Readability is  text-centric, while  comprehension
measures the interaction between the text and the reader.
Readability measures the textual difficulty of a passage,
while comprehension measures a reader's ability to
acquire knowledge of a text, and is dependent not only
on syntactic difficulty, but also on reader characteristics
such as prior knowledge, interest, and general ability
of reading. The readability or syntactic complexity of
a text, however, is essentially fixed. Readability is a
requirement for understanding, but it does not guarantee
comprehensibility (Jones, 1997).

Loughran and Mcdonald (2014) define readability as
the effective communication of information relevant to
the assessment. Fakhfakh (2014) defines it as the ease
with which the text can be read and understood. For
Peleias (2017, p. 25) legibility is “the quality of writing,
linked to the quality of accounting information, whose
objective is to facilitate the reading and understanding
of financial statements, resulting in an easier and faster
communication of accounting information to its users”.

Readability formulas are mathematical models that assign
a score o a selected passage. Essentially, they measure
sentence difficulty by counting the number of words per
sentence and the difficulty of words per number of letters
or the number of syllables per word (Fakhfakh, 2014;
Marsh & Montondon, 2005; Silva & Fernandes, 2009).
They focus on predicting text complexity using syntactic
and vocabulary features. These formulas are passive
and do not require the participation of the reader (Jones,
1997; Rodrigues & Silva, 2015).

There are several readability formulas available, such as
the Dale-Chall, Flesch Reading Ease Score, Fog Index
and Lix (Marsh & Montondon, 2005). The Flesch test is
accepted and used in the accounting literature (Courtis,
1996; Cunha & Silva, 2009; Silva & Fernandes, 2009;
Peleias, 2017) for legibility analysis. It produces a score
that can be aligned to the reading difficulty level; the lower
the score, the more difficult the narrative passage is to
read. Texts with scores above 70 are considered relatively
easy to read; scores between 50 and 30 are classified
as difficult and narratives with less than 30 points are
very difficult (Clarke, Hrasky, & Tan, 2009; Marsh &
Montondon, 2005).

As a way of guiding texis to be written in clear and simple
language, there are some worldwide movements known
as plain language, which consist of the elaboration of
guidance manuals on how to write in simple language
and, as a consequence, increase users' understanding of

the information. .

Plain language is a communication way through which
the audience can understand for the first ime what they
read or hear; however, language that is clear to one
audience may not be clear to another. Material can be
considered written in plain language if the audience can
find what they need, understand and be useful to their
needs. No technique defines a simple language. A simple
language is defined by results, that is, it must be easy to
read, understand and use (Plainlanguage, 2011).

In this sense, the usefulness of narrative disclosures
will depend in part on the complexity of the display
(its readability) and the ability of users to discern the
appropriate meaning (its understanding). If the message
intended by the preparers of accounting disclosures is to
be successfully conveyed, the receiver must be able to
read and understand (Smith & Taffler, 1992).

Smith and Taffler (1992) define understandability as the
user's ability to discern the meaning of the message and
argue that the receiver needs to be able to read and
understand the message in order for understanding to
actually occur.

Linguistically, comprehension is related to the perception
of the correct meaning of texts and intelligibility assumes
that readers are able to read the information content and
the meaning of ideas. Comprehension as a qualitative
characteristic is conditioned by several factors, such as:
writing skills, communication reliability and reading skills
(Fakhfakh, 2014).

In this sense, Jones and Smith (2014) approach that
comprehension measures the ability of a reader to
acquire knowledge of a text and is contingent not only
on the syntactic difficulty, but also on the characteristics of
the reader, such as previous knowledge about the subject,
interest and general reading ability.

Thus, the comprehensibility of the financial statements
will depend on the user's ability to read and understand
the meaning of the message, as well as on his previous
experiences, such as subject knowledge and readability.

In this article, the definition of understandability for
financial statements applied to the public sector is
understood as the reader's ability to interpret what
is informed and is based on the idea that the reader
understood the message and can make use of it, whose
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3. Methodology

In this work, an exploratory approach was adopted
(Babbie, 2011) given the absence of previous research
with the same conceptual framework. An electronic
questionnaire was used, using the SurveyMonkey® tool,
as a data collection instrument (Cozby & Bates, 2011;
Martins & Thedphilo, 2009). This collection instrument
was developed from the Mazzon mooring matrix (1981),
which provides a systemic approach when examining the
quality of the research, that is, the adequacy between the
adopted model, objectives to be achieved, questions or
hypotheses formulated and data treatment.

The questionnaire consisted of four blocks in which
we sought to identify: (I) profile of respondents; (II)
users' understanding of the interest and usability of
financial statements; (lll) users' understanding of the
comprehensibility of financial statements and (IV) users'
understanding of the use of plain language elements
as facilitators of the comprehensibility of public sector
information.

In block Ill, questions were included, for which the Flesch
test was applied in certain explanatory notes, in order to
analyze the relationship between understandability and
readability. For that, passages from the explanatory notes
that had different Flesch indexes (easy to read and difficult
to read) were used, seeking to analyze whether the notes
with the highest Flesch index are more understandable
and the notes with the lowest Flesch index are less
understandable.

As a way of reaching the largest possible audience
of respondents, partnerships were established with
entities and organizations, such as the Sdo Paulo Social
Observatory; the Open Accounts Association; the NGO
Transparéncia Brasil and the Accountants Syndicate of
Séo Paulo. The questionnaire was also disseminated
on social networks through Facebook, LinkedIn and
WhatsApp, email contacts, undergraduate students in
Accounting and Administration; graduate and master's
students and ex-students, as well as the distribution
of printed questionnaires. The dissemination through
partnerships and social networks allowed the participation
of respondents from different states of Brazil.

For the pre-test stage, three different target audiences
were selected: the first one, four members of the Séo Paulo
Social Observatory, as representatives of the citizens; the
second group was composed of twelve students from
the postgraduate course in management and public

controllership at FECAP/SP and the third group was
composed of professors from the undergraduate course
in Accounting Sciences, totaling twenty-two possible
respondents. These participants were not part of the
final sample of respondents, and were used specifically
for validation and adjustments to the data collection
instrument.

The questionnaire was made available from 4/23/2018 to
5/22/2018. The data collected recorded 653 responses,
of which 415 were complete, specifically those used in
data analysis. Data were analyzed qualitatively and
quantitatively by testing relationships between variables.
The expected relationships are theoretically supported as
shown in Figure 1.

Figure 1- Variables and expected relationships

Variable Expected relationships Authors
(Augustinho & Oliveira,
Educati People with higher education have greater 2014; Cotrim, 2012;
ucation understanding of financial statements Miranda et al., 2008;
Hall, 2001).
Graduation People \{«ith h_igher education in lhe areas of (Cofrim, 2012; Hall
accounting, finance and economics have greater
area . ) . 2001)
understanding of financial statements
o . Public servants better understand financial
ccupation
statements
Knowledge of People with greater knowledge of public sector (Augustinho & Oliveira,
public sector accounting have greater understanding of 2014; Miranda et al.,
accounting financial statements 2008).
(Clark, Hrasky &
Tan, 2009; Jones &
e . Smith, 2014; Marsh
Readability Ihfrg{.e"'e“ﬂ"he ‘fg'f"'r""{]"f °f§°f”ﬁ'"ﬂ9 - & Montondon, 2005;
arratives, the greater the comprehensibility Jones, 1997; Smith and
Taffler, 1992; Yusuf and
Jordan, 2017)
From the questionnaire data, 14 models were run in

SmartPLS 3.2.8. In each model, the statistical significance
of the structural relationships (beta regression coefficient)
between the variables related to the characteristics of the
respondents and those concerning the comprehensibility
of the financial statements was analyzed.

For that, bootstrapping procedures were followed with
5,000 resamplings and a significance level of 0.05. The
statistical significance of the regressions was analyzed by
the t-value > = 1.96 (HAIR et al., 2014) and p-value <

0.05.

The effect size (f2) or Cohen's indicator was also analyzed,
whose reference values are: 0.02, 0.15 and 0.35,
respectively, small, medium and large (COHEN, 1988;
HAIR et al. , 2014).

4. Results Analysis
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In this section, the results and discussions of the
variables associated with the comprehensibility of
public sector financial reports are presented from the
users' understanding of this information, specifically the
variables attributed to the characteristics of individuals, to
comprehensibility and readability.

The profile of the respondents is mostly female, with higher
education or above, with a predominance of graduates in
accounting sciences (38%) and administration (17%); the
age group is 40 years of age or younger; most of them
are professionally employed in the private sector (30%)
and in the public sector (26%) and, when asked about
their knowledge of public sector accounting, 85.89% said
they had no, little or reasonable knowledge.

Thus, the general profile of the respondents was of citizens
with a specialized level of education, but who, for the most
part, do not have specific knowledge about public sector
accounting.

In section 2, which dealt with the interest and usability of
the information, the channel used in the communication
of information was identified (Dias Filho & Nakagawa,
2012; Shannon, 1948; Shannon & Weaver, 1964), as
well as the information needs by the users, because, to be
understandable, the information must be presented in a
way that corresponds to the needs of the users (Resolution
CFC, 2016).

Most, 58.31%, stated that they never looked for or rarely
look for information about public accounts, being the
most used means to look for the transparency portal of
the municipality, followed by the city hall website and the
official gazette.

Thus, based on this group of respondents and the access
to information law (2011), it is possible to indicate that the
channel (Dias Filho & Nakagawa, 2012; Shannon, 1948;
Shannon & Weaver, 1964) used to make information from
the sector public, according to regulation, is the same
in which users, for the most part, seek this information,
which is the transparency portal. This is an important
factor, since the first step in understanding the information
is knowing where to look for it and that it is in this channel
in an integral and timely manner (Resolucdo CFC, 2016;
Eppler, 2006; Lesca & Lesca, 1995).

When asked about the search and/or use of public sector
financial statements, 59% said they had never searched,
while 41% had already done so. Regardless of having
already looked for and/or used it, when asked about the

information that they considered to be of greatest interest,
both groups stated that they were concerned about income
and expenses, especially related to health and education.

The results found are consistent with the research findings
by Jordan, Yusuf, Mayer and Mahar (2016), where they
demonstrate that citizens are more interested in some
types of information than others, which are specifically
related to government revenues and expenditures.

Thus, Jordan et al. (2016) also state that the dissemination
of this information, in particular, in a timely, relevant and
contextualized way, aiming to help citizens, can increase
their trust in the government, as well as increase their
perception of government performance. Augustinho
and Oliveira (2014) also identified in their research
that respondents perceive the usefulness of accounting
information, as well as are interested in its content.

When asked about the usability of the information, most
respondents said they had sought and/or used public
sector information to assess public spending (24%);
knowing the general administration of the municipality
(20%); to know if the result of the municipal budget is
positive (16%); assess whether the government spends
in accordance with the law that authorizes spending and
assess public revenues (13%); control the actions of public
managers (11%) and elect directors (3%).

The concern of both those who have already sought and/
or used financial information from the public sector and
those who would seek and/or use this information is
related to the evaluation of public expenditures, as well
as the knowledge of the general administration of the
municipality. The results are consistent with the research
findings by Augustinho and Oliveira (2014) and Jordan
et al. (2016).

In section 3, part of the budget, financial and equity
balances and explanatory notes to the budget balance
and balance sheet were presented to the respondents,
aiming to provide them with direct contact with the
information, as in reality.

In general, in all questions about the comprehensibility
of the financial statements, the answers were in the sense
of totally or partially agreeing with the understanding. It
was expected, however, that respondents would not be
able to understand them, according to previous research
(e.g. Gallon & Pfitscher, 2011; Hall, 2007; Miranda et
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As for the comprehensibility of the budget balance,
44.48% said they agreed with the comprehensibility;
34.89% totally or partially disagreed; and 20.64% had
no opinion. When asked about the identification in the
balance sheet if the revenues collected were lower than
expected, 53% answered correctly, demonstrating that, in
fact, they understood the information; on the other hand,
when asked whether the expenses incurred were greater
than those expected, most responses (46%) were in the
sense of not understanding this information.

Still on the budget balance, when asked about the total
expenses incurred with payroll, which would be the
expenses committed, 80.86% answered incorrectly, which
demonstratesthatthe use of technical terms when preparing
the budget balance can lead to misinterpretations on the
part of users who, many times, do not know the acronyms
and nomenclatures of the accounting sector, such as, for
example, the difference between the terms committed,
settled and paid expenses.

The same previous questions were performed presenting
the information in a graphic format, which considerably
increased the understanding of the respondents. It was
possible to perceive that the use of graphics and simplified
information can increase the understanding of the
information. This was evidenced both in the low level of
respondents who said they did not know how to respond, as
well as in the comparison of the answers given previously,
which was significantly higher, supporting the literature on
the topic (Resolucdo CFC, 2016; Dubay, 2004; Lenguaije
Claro, 2007; Plainlanguage, 2011; Securities Exchange
Commission, 1998).

As for the comprehensibility of the balance sheet, 43.25%
fully or partially agreed with its understanding; 34.15%
totally or partially disagreed; and 22.60% neither
disagreed nor agreed. When asked to find the total debt
owed to the municipality's suppliers in the statement,
83.96% responded appropriately.

Regarding the question about the comprehensibility of the
financial statement, 46.66% fully or partially agreed with
its comprehensibility; 31.85% totally or partially disagreed
and 14.07% had no opinion. When asked about the
amount of federal transfers received by the municipality,
77.19% answered adequately, demonstrating that they
understand the information.

Regarding the explanatory notes, the focus of the
questions was about the readability of the information
and the comprehensibility of the respondents. For that,
explanatory notes of the budget balance were used, with
a Flesch index of 41, being a text difficult to read. Later,
the same explanatory notes were rewritten, maintaining
the substance of the previous text, however, reaching a
readability index of 70, considered easy to read.

As for the explanatory notes with lower readability, 50.75%
fully or partially agreed with their comprehensibility;
34.08% totally or partially disagreed and 15.17% had no
opinion. The same question regarding the note with greater
readability returned 68.58% of respondents considering
the information fully or partially understandable; 17.83%
totally or partially disagreeing, and 13.47% having no
opinion.

Still referring to these two models of explanatory notes,
respondents were asked if the information was presented
in clear and accessible language, in a simplified style,
with an adequate amount of information (not too much,
not too little) and without redundancies (getting straight to
the point). The percentages found in the explanatory note
with greater readability are relatively higher in the sense
of totally or partially agreeing with these assertions.

These results allow us to corroborate the literature in
the sense that accounting reports are written in difficult
language (Hall, 2011), requiring the use of less technical
terms to increase their understanding (Félix & Silva; 2009;
Miranda et al., 2008; Santos & Mascarenhas, 2007) and
that the use of elements that facilitate legibility, such as
plain language (Resolucdo CFC, 2016; CODIM, 2016;
Dubay, 2004; Lenguaje Claro, 2007; Plainlanguage,
2011; OCPC 07, 2014; Securities Exchange Commission,
1998) can improve the understandability of information.

In continuation, the characteristics of the respondents
were tested in relation to the answers given about the
comprehensibility of the financial statements. Thus, the
variables level of education, graduation area, occupation
and knowledge in public sector accounting were used.

Table 1 shows the variables that showed a significant
relationship, the corresponding financial statement,
the t-value, p-value and f2 obtained, and finally, the
relationship that can be deduced.
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Table 1- Relationships between user characteristics and the
understandability of statements

Financial Statement
Ve Value- Valuer £ i
fariable (Bolonce Shool alue-t falve-p Relationship
0,034 0,007
Budgetary 2,115
The higher the
0,000 0,033 level of educai
Education level Equity 3,865 evel of educalion,
the greater the
0,006 0TS comprehensibilty.
Financial 2,754
0,19 0,00
Budgetary 1,312
— i~ Citizens with a
X 06 ; ;
Graduation course Equity 5,047 degree in accouniing
sciences understand
0,07 0,07 information better.
Financial 2,429
0,027 00172
Budgetary 2,307
— — Citizens who work
z3 "
» - 2 S in the public sector
Occupation Equity 0,0331 understand the
0,302 0,00 information better.
Financial 1,032
0,000 0,060
Budgetory 4816 Knowledge in public
— ot sector accounting
. 4 4 has nothing
Self-assessment Equity 4,552 1o do with the
0,000 0,047 comprehensibility of
Financial 4179 information

Regarding the occupation variable, it was expected that
public workers would have a better understanding of
the balance sheets and other information in the public
accounts, but what was verified was the relationship of
this variable only with the understandability of the budget
balance and with the identification of the total number of
suppliers, requested in the balance sheet analysis.

The relationship obtained between the level of education
and comprehensibility is in line with the literature by Hall
(2001), Jones and Shoemaker (1994) and Kinnersley
and Fleischman (2001), who state that financial reports
are difficult to understand, requiring higher education
to understand them. Thus, they require a higher level
of knowledge than the population has, making it an
ineffective method of communication.

Regarding the relationship between the undergraduate
area and comprehensibility, significant relationships were
identified with the understanding of the balance sheet and
financial, not happening in relation to the budget balance.
In the relationship between knowledge in public sector
accounting and understandability, although there was a
relationship in the test, most respondents said they had
no knowledge in this sector. Thus, it is possible to say that
knowledge in government accounting does not increase,
in a statistically significant way, the comprehensibility of
information. This finding is consistent with the research by
Miranda et al. (2008).

Then, the relationship between the legibility of the
the the
respondents and their level of education was tested. The

explanatory  notes, comprehensibility  of

results obtained are shown in Table 2.

Table 2 - Relations between readability, comprehensibility
and education level

Variable SFOISOC:-.\?T\C:nIO Value-t Valve-p f2 Relationship
Education Explandlory nole | 33 | 167 | 0,005
(lower legibility) The higher the
readability, the lower
the dependence on the
level of education for
Education EXP'°"°:°’¥b'.‘I‘."e 0498 | 0619 | 0,001 | the comprehensibily of
(greater legibility) the information.

From the data presented in Table 2, it is possible to verify
that there is no relationship between readability and level
of education at a significance level of 0.05. However, if
considered statistically significant at 1%, a relationship is
identified between education and the explanatory note
with greater readability.

Thus, it can be said that there is a relationship between
readability, education and comprehensibility, however,
this association becomes less significant as the legibility
of the explanatory note increases, reaffirming that texts
with greater legibility tend to be more understandable
regardless of the reader's education level.

When asked about the use of plain language elements
as facilitators of comprehensibility, the vast majority of
respondents stated that they fully or partially agreed that
the use of these elements would help understanding. The
results were: use of clear and understandable language
(88.40%); avoid the use of technical words (85.57%);
use of graphics (87.91%); use of tables (86.97%); use of
summarized statements (83.75%) use of acronyms and
glossaries (79.15%); simplified report (85.93%).

Finally, respondents were asked whether they would
prefer separate reports to be presented with public sector
financial information, one being conventional for more
sophisticated users, who have knowledge in the public
sector, and another simplified, which is accessible to
the less skilled. In this sense, 87.06% totally or partially
agreed, 3.48% totally or partially disagreed and 9.45%
had no opinion.

The test of relationships between the variables and the
preference of the respondents was also carried out for the
public sector to present different reports, one conventional
and the other simplified, which would be more accessible
to the less specialized user. In this sense, there was a
significant relationship between the education variable
and the preference for more accessible reports, obtaining
a t-value of 4.075 and a p-value of 0.000.

The elaboration of separate reports is a suggestion of
research by Marsh and Montondon (2005); Marsh,
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Montondon and Ken (2005); Jordan et al. (2016) and
Yusuf and Jordan (2017) and, as shown, it is preferred by
most respondents of this research.

5. Final Considerations

This article identified the variables associated with the
comprehensibility of public sector financial reports from
the users' understanding of this information and concludes
that there is a relationship between the level of education,
the graduation course, occupation and self-assessment
in knowledge about sector accounting public with the
assumed level of comprehensibility. It was also found that
the higher the readability index, the greater the audience
that can understand the information.

The findings made it possible to point out that the Flesch
test, used as a readability metric, can significantly help
in the production of more accessible reports to users,
along with the use of attributes that improve the quality of
information, such as producing information in adequate
quantity, without unnecessary elements and containing
only information considered relevant.

The research also demonstrated the importance of using
plain language elements as an aid in the production of
clearer, more accessible and understandable financial
information for citizens, and the questions on this topic
had high levels of agreement by the respondents.

Regarding professional practice, this study indicates that
there is a need for changes in the way public sector financial
information is disclosed, adapting the information to the
characteristics of ordinary citizens, as there seems to be
a gap between the financial information that is made
available and the profile of these citizens.

It should be noted that the financial statements applied to
the public sector are prepared using specific language,
and its users are expected to be aware of the activities
of this sector and be able to read and understand this
information, even considering that some of these matters
are particularly complex and difficult.

It also shows the importance of preparing different
reports, one for citizens without specific knowledge and
focused on their main interests, as demonstrated in the
development of this research, in contrast to the financial
statements prepared for the fulfillment of legal obligations
and attendance to the bodies inspectors. This seems to be
the most accessible means, but not so easy to implement,
due to the difficulties and the great existing conservatism,

especially in the Brazilian public sector.

In this sense, and considering what has been demonstrated
in this research, alternatives could be used by the preparers
of these reports, with the objective of informing citizens,
primary users, about the reported subjects, disseminating
them, for example, through simplified reports, newsletters
and graphics.

In fact, the research itself deepened discussions
about readability, comprehensibility and quality of
information. Demonstrating the need to create strategies
and alternatives where citizens can be provided with
understandable information, which can improve the
quality of financial reports, specifically in the public sector
and; society, tracing paths so that the most different strata
of society can make use of the information disclosed by
the public sector.

However, there are several ramifications opened by
this research and the gaps in the literature, specifically
to those who seek to understand the phenomena of the
public sector. Few researches on the proposed theme
were developed in this sector, and the problems found
here indicate alternatives for improving the quality of
information in the public sector.

Based onthisresearch, aresearch agendaisrecommended
that involves the analysis of the effects of using reports
with greater readability compared to the reports currently
practiced, which could bring greater benefit to the public
sector and society.
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