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Abstract: The purpose of this article is to present a framework to understand transparency in the
third sector and then to explore the main research streams regarding the disclosure of information
and accountability by conducting a systematic literature review on the antecedents and dimensions
of the transparency of information disclosed by non-profit organizations (NPOs). The essential
questions of this work are addressed from an international perspective. In particular, we explore
three research questions: (1) why should NPOs disclose transparent information to stakeholders?
(2) Why do not all NPOs disclose transparent information? (3) What means do NPOs use to disclose
transparent information? Our results highlight the lack of transparency legislation in the third sector,
leading NPOs to adopt the voluntary disclosure of information policies to improve the perceived
credibility of these entities by their stakeholders. In conclusion, our study highlights the importance
of developing a systematic body of knowledge regarding the situation of transparent, voluntary
information disclosure in the sector. Moreover, the Sustainable Development Goals promulgated
by the United Nations place a high value on transparency for the accountability of institutions.
To achieve sustainable development, both peace and the governance of institutions are needed.
Reducing corruption and promoting transparency are among the goals which should be reached to
achieve social sustainability.
Keywords: third sector; non-profit organizations (NPO); transparency; accountability; systematic
literature review (SLR)

1. Introduction
Worldwide, the number, size and prominence of non-profit organizations (NPOs) is growing [1,2];
this growth is caused by the increase of social problems [3] of an economic, political, and religious
nature etc. [4] NPOs are aimed at accomplishing functions intended to strengthen the social and
ecological dimensions of sustainable development [5]. In this sense, the social mission of third-sector
organizations is to meet collective demands that the public sector is not able to cover. To achieve this
mission, they need the trust of their stakeholders, making it necessary that the actions carried out
by NPOs are transparent [6]. Notwithstanding this fact, different cases of fraud have been observed
in the sector [7]. This has raised new concerns about the quality of transparent information and the
mechanisms for its disclosure and accountability to stakeholders. Although transparency is important
for any organization, in the case of NPOs, it is especially relevant to demonstrate that the resources
they receive are used to fulfill the purpose for which these organizations were conceived; credibility
with society can mean the survival of the entity. A key aspect of credibility is the transparency of the
information that NPOs disclose to their stakeholders [8].
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Clarifying the concept of transparency is one of the most complex problems faced by the third
sector [9,10]. In the extant literature on non-profit entities, there is no single definition that allows us to
define transparency in our field of study. However, the value of transparency is implicit in the fact that
the transparent disclosure of information by NPOs should provide their stakeholders with relevant
and reliable information [11,12]. These entities are thus able to increase the confidence of stakeholders
in their performance [12]. In this sector, a worrying absence of transparency has been detected [11],
which is a delicate matter due to the potential loss of support from donors and volunteers, with a direct
impact on the future of the organizations [13].
The activity that NPOs undertake is scrutinized by their stakeholders, who form their own
opinions based on the level of fulfilment of their expectations and the attention received by the
organization. For this reason, these entities should deepen the knowledge and understanding of their
stakeholders [14]. The theoretical position of this work is based on the stakeholder theory, whose origin
is based, among others, on fields such as organizational behavior, the policy of particular interests,
and even the goals of the management team of a specific organization [15]. In 1984, the concept of the
stakeholder was originally defined in the work on strategic management by Freeman [16]. This concept
is linked to “groups of individuals that affect or are affected by the activity that is carried out by the
firm to meet its organizational goals”. The term is understood as “people, groups, firms, community
and society that are interested in the growth of a firm” [17]. These groups have the legitimacy to
demand the provision of certain quality services by NPOs, and in particular, to know the policies of
the management of the resources in these entities. Transparency is an exercise of responsibility that
an NPO must exercise by focusing its attention on how to respond to the expectations and demands
of its stakeholders and on how to manage the organization to fulfill its mission and maintain its
institutional legitimacy [18].
NPOs also face the challenge of contributing towards sustainable development and
management [19]. Considering this, the present study is concerned with the Sustainable Development
Goals, which call for urgent actions by all countries. The 2030 Agenda for Sustainable Development,
adopted by all United Nations Member States in 2015, contains 17 Sustainable Development Goals
(SDGs). We focus our attention on objective 16, which includes the following: “16.6: Develop effective,
accountable and transparent institutions at all levels”. The SDGs seek for solutions to eradicate poverty,
improve the environment worldwide and achieve the enjoyment of peace and prosperity for all people.
The SDGs aim for environmental, economic, and social sustainability. For that purpose, it is important
to fight against poverty, hunger, and discrimination. However, it is additionally a priority to fight
against practices of corruption and bribery, as well as to develop efficient and transparent accountability
for different institutions; transparency contributes, undoubtedly, to improving the world. However,
recent studies that have been conducted in the area of sustainable development have given very little
consideration to NPOs [19].
The International Non-Governmental Organizations (INGO, hereafter) Accountability Charter,
a cross-sectorial international regulatory initiative, is also of particular relevance in this study [20].
The INGO Accountability Charter [21] outlines 10 commitments to transparency and accountability
which are essential to good governance by governments, businesses, or NPOs. We highlight
Commitment 3, “Transparency”, which includes the following: “The implementation of an open
information policy which ensures timely, relevant and accurate information is disclosed in an accessible
format (...), complying with the relevant governance, financial accounting and reporting requirements
(...), basing disclosure of information...”. The different commitments to accountability are at the core of
what INGO regards as good practice in third-sector accountability [21].
Thus, NPOs worldwide face an increasing demand for accountability and improved
transparency [22]. Henceforth, NPOs must be able to convince society that they have systems
in place to assess the prudent management of received resources and funds [7]. We emphasize that
the general trend observed internationally is the need to find tools that allow the improvement of
information and management systems. For this purpose, NPOs should be able to develop systems that
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encompass the economic and the social value dimensions [23,24]. Consequently, traditional accounting
and the models that provide economic–financial information are currently insufficient to reflect all
aspects and characteristics of the social nature presented by NPOs [25–27].
NPOs should develop an accountability regime that reaffirms their important contribution
to society, proposing an approach based on legitimacy [28]. Therefore, mechanisms that enable
stakeholders to assess the appropriate destinations of resources according to their purpose and social
mission are needed [13]. In this study, we analyzed the extant of research on the transparency of NPOs.
The objective of our systematic literature review (SLR) is, first of all, to deepen the knowledge of NPO
management and the understanding of the value that the concept of transparency has as an essential
issue in accountability. Next, we analyze the state-of-the-art of the literature about transparency in
NPOs, especially observing which of the published articles in our sample have adopted any kind
of empirical procedure. Lastly, as a conclusion of this study, we also debate whether it is possible
to establish a criterion for the measurement of transparency as a key aspect for the future of NPOs.
This work aims to deepen the knowledge of transparency in the third sector. Despite the importance
that the concept of transparency has for generating credibility with society, it is not a phenomenon
that is widely studied. For this reason, we intend to expand the understanding of transparency
measurement in NPOs. To do this, we carefully analyze the few articles in the prior literature that
have specifically addressed this issue as their focus of research. Our study, thus, aims to contribute to
addressing an important research topic that requires wider development in the literature.
There are several reasons that justify the need for an SLR: (i) the importance of transparency in
any organization, but specifically its special characteristics for NPOs; (ii) the demands of information
from stakeholders; (iii) the absence of a single definition of transparency; and (iv) the scarcity of studies
in the field and the lack of uniform measurement procedures to determine the level of transparency of
an NPO. All of these factors lead us to attempt to deepen the knowledge of this field, which, thus far,
has been little studied.
The structure of the paper proceeds as follows. Section 2 discusses the uniqueness of these
organizations, showing the characteristics of the non-profit environment. The description of the SLR is
given in Section 3. The results of the SLR are described in Section 4. Section 5 explains the building
blocks of the theoretical foundation on the disclosure of transparent information in NPOs, divided into
three research questions. Finally, conclusions are presented in Section 6.
2. Characteristics that Define the NPOs
The purpose of this section is to add knowledge regarding the characteristics that define NPOs.
Firstly, there are many parties who are interested in knowing if an organization has developed adequate
management practices, and for this reason, they must disclose useful information to their stakeholders
that justifies the use of their money. For this purpose, one of the characteristics of the information
disclosed by NPOs is its appropriate extent of transparency. Transparency must ensure that the received
funds do not deviate from their social mission, incurring an irresponsible expense [13].
Secondly, NPOs perform some of the most important functions which support and strengthen
society and, thus, play a crucial role [29,30]. NPOs lack a purely lucrative purpose, with their
main objective being the achievement of their social mission [31,32]. Thus, their focus is not profit;
the non-profit nature of their activity invalidates the measurement of the earnings surplus as an
indicator of success in an NPO. Therefore, success cannot be measured from a financial perspective
because this will not be the organization’s main objective. Accordingly, using only financial measures
may not be representative of the performance of NPOs [33]. The different focuses of these organizations
in comparison with other sectors mean that NPOs measure their economic performance in different
ways [34].
Thirdly, NPOs are not allowed to distribute any kind of earnings surplus. Notwithstanding this
limitation, NPOs can economically compensate their employees or volunteers for their work, but such
organizations are subject to a total or significant ban on any distribution of their earnings [32,35].
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Fourthly, entities from the third sector raise public funds and are subject to a favorable tax regime
to carry out their activity [36]. Traditionally, NPOs are subject to less strict government regulation than
public or private-sector entities [11]. It is essential to provide greater visibility for their actions and avoid
suspicions of irregularities regarding tax advantages and fundraising from public administrations [6].
Finally, the fact of acting in favor of social purposes means that these entities count on a great
number of volunteers to carry out their activity. In this sense, the extant literature considered a possible
lack of professionals in the management of NPOs [37]. However, an increasing professionalization
of staff has been observed [38,39], which means that adequate management requires the hiring of
professionals by NPOs.
In addition, the following concepts should be analyzed in advance: The term “accountability”
includes the disclosing of information, in response to stakeholder concerns, enabling their participation
in the organization and evaluation of its performance [40,41]. This can be catalogued as
a multidimensional concept [42]. The term “transparency” is linked to a variety of issues, but mainly to
information disclosure [30,43,44]. Thus, non-profit transparency and accountability are two connected
concepts, with transparency referring to how much information is disclosed by NPOs, which contributes
to their accountability [45].
For several reasons, transparency is especially relevant in the third sector. NPOs that disclose
transparent information demonstrate that they act following a set of good practices, have good
governance, explain the use of their received funds, and make information public [46]. Transparency
provides greater visibility for the organization’s actions and avoids the appearance of suspicions
and alleged irregularities [6]. Additionally, it is convenient to keep in mind that the academic
interest in the transparency of NPOs comes from the widespread development of the third sector
over recent years [1,47]. Taking these definitions into account and assuming the importance of
the role of transparency in the third sector, whenever we refer to “transparency in NPOs” in this
document, we mean the moral practice of accountability by which these organizations have to disclose
information on the activities they carry out and the resources they use to achieve their social purpose;
i.e., their mission [42,48].
In conclusion, the importance of increasing the credibility of NPOs to raise the necessary funds
reinforces the need to design and implement management and internal control systems that are
capable of providing social and economic–financial information on the performance of the NPOs.
Moreover, NPOs will be perceived as more credible if the information disclosed to their stakeholders is
more transparent.
To conclude this section, as previously stated in the introduction, the theoretical position of this
work is based on the stakeholder theory. Stakeholder theory has its origins in 1984, when the concept
“stakeholder” was studied by Freeman (1984) [16] and used to refer to “any group or individual who
can affect or is affected by an organization’s achievements” (Freeman, 1984, p. 46) [16]. This theory
has attracted increased interest from non-profit researchers [49], because this theory leads to value
creation given that it meets the expectations of various stakeholders in the context of information
transparency [4]. NPOs have to identify the significant information for each stakeholder and from
there develop and use certain tools that allow the firm to actually meet the reporting demands of
stakeholders [4]. The ability of stakeholders to access organization-specific information concerning the
operations of an NPO is important for donation decisions [50]. Analyzing disclosure patterns among
NPOs matters because many current and potential stakeholders are contributing by expending their
time and money and, therefore, want to know if it is used efficiently [50].
Next, we present a bibliometric review on transparency in the third sector, especially focusing
on its measurement in prior literature. The section below presents the methodology followed in the
present study.
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3. Description of the Bibliometric Review
In this section, we describe the process of our bibliometric review of transparency in the third
sector. This review aimed to extract the main theoretical rationales, highlights, and challenges from our
field of study by analyzing a series of articles in a systematic and methodological way. For this purpose,
multiple research methodologies were employed. The methods used to analyze the theoretical concepts
of selected articles could be either automated methods (such as text mining) or manual methods (such
as an SLR). Whichever the adopted methodology, the study led to an exhaustive search to collect all
the relevant research articles in our field.
We can find advantages for the use of both methods. On the one hand, text mining is a research
technique which examines a large collection of texts in order to answer specific research questions.
The texts that are used as resources can be scientific articles, among others [51]. Text mining identifies
facts, relationships, and assertions that would otherwise remain hidden. On the other hand, SLR
employs a strict search protocol and evaluation of literature and is a standardized method; that is, it is
replicable, transparent, objective, unbiased, and rigorous [52].
Comparing the disadvantages of applying one versus the other method, text mining is based on
data mining, machine learning, and natural language processing which is then applied to the text,
relying on computer programs and algorithms [51]. Therefore, text mining does not pay attention
to the active role of the researcher because text should be coded and analyzed by the computer
program [51]. This fact increases the complexity of the use of this approach. Meanwhile, an SLR
consists of a “manually” detailed reading, interpretation, and analysis of scientific articles, which may
increase the time consumption and difficulties of undertaking such a task.
In detail, text mining extracts relevant words and the relationships between words to classify them
and draw relevant conclusions [53]. For some examples in literature, Basuony, et al. (2020) [54] used text
mining in order to extract topics regarding corporative internet disclosure, while Yang, et al. (2018) [55]
used text mining to extract topics from corporative risk and audit fees. In a similar way to the
aforementioned studies, we could use this method to extract topics from the disclosure of transparent
information in the third sector. This technique, however, may not correctly fit with the analysis of
transparency measurement in the third sector. The main problem is the lack of conceptualization
regarding the organizations that make up the third sector, which is still subject to deep debate [56], as well
as the absence of a clear and rigorous definition of transparency. In this regard, many authors have
attempted to overcome the challenges that such a formulation poses when using text mining [35,57–60].
Because this technique extracts the main words and concepts from a series of analyzed articles,
the frequency with which the exact concepts appear in the texts affects whether they are considered
a key concept in text mining. As an example, if the most-used word in the text is “NPO” and its relation
to “TRANSPARENCY” for the majority of the articles; other articles that use different terms that also
define the same theoretical reality (such as “THIRD SECTOR”, “NGO”, or “TSO”) would be ignored.
All these terms are among the prism of descriptions of entities whose main goal is not to obtain profits
but to pursue a social mission. This fact adds additional complexity to our work in the use of text
mining, because it may lead to an exclusion of articles that are considered relevant in our field of study.
In contrast, the traditional SLR based on the manual selection of articles allows—through Boole
algebra commands—the building of data sets to study relationships between theoretical concepts.
This fact of manually defining the search commands makes it more suitable for a literature review in
our field of research. Considering all the above, we finally adopted a manual technique for our SLR.
This allowed us to use different terms to define organizations that make up the third sector and relate
them to the concept of transparency. In detail, we used the following commands: “NONPROFIT”,
“NON PROFIT”, “NON-PROFIT”, “NPO”, “THIRD SECTOR”, “THIRD-SECTOR”, “NGO”,
“NON-GOVERNMENTAL ORGANIZATION”, “NON GOVERNMENTAL ORGANIZATION”, “TSO”,
and “NONGOVERNMENTAL ORGANIZATION”. The SLR was structured in different phases, which
are described below.
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3.1. Planning the Review: Formulation of the Research Questions
The planning phase consisted of formulating the research questions (RQs) that emerged due to
the gaps in the prior literature that were detected in our field of research. Thus, it was relevant to
enumerate these questions first for the better understanding of the different search criteria phases.
After deepening our study in this sector, we detected the difficulties for NPOs regarding transparent
information disclosure. Due to the lack of legal rules that make this task compulsory for NPOs, some of
these entities have opted to voluntarily disclose information. Thus, we faced a complex problem that
led us to reconsider the main purpose of this review; we therefore focused on answering the RQs
presented and analyzed below.
•
•
•

RQ1: Why should NPOs disclose transparent information to stakeholders?
RQ2: Why do not all NPOs disclose transparent information?
RQ3: What means do NPOs use to disclose transparent information?

Later, in Section 5, “Theoretical foundations on transparency in NPOs”, we will define and explore
these RQs.
3.2. Search Criteria
Having listed the three RQs as the basis for this review, we present each of the search criteria
phases (See Figure 1 based on the PRISMA) flow diagram [61]). An SLR enables us to identify, analyze,
and synthesize the existing body of literature in a clear way. The analysis was conducted in five phases
(apart from the planning phase). Next, we describe the eligibility criteria included in each phase.
To begin with, we looked for extant literature on “transparency as a key element in accountability
in non-profit organizations” with an electronic database search in the Web of Science, as this database is
the one that includes the most significant publications on the issue of research in our study. The journals
included in the Web of Science follow high-impact and quality standards. In fact, other studies in the
prior literature specifically undertaking a literature review have also used this database [62–64].
The analyzed period of study includes those works published between 2005 and 2019 (both
inclusive). The origin of the financial crisis of 2008 was linked to the effect of the real estate bubble
in the United States in 2006. This caused the so-called subprime mortgage crisis in October 2007.
The particular circumstances surrounding the economic crisis period were also reflected in relevant
changes in the third sector. This reality made the activity of the third sector difficult because of problems
of fundraising for NPOs due to the policies of reducing public spending together with the crash of the
financial sector. Consequently, these entities had to find other means to obtain the financing to carry
out their activities and satisfy the needs of their users. This situation created a new scenario in which
NPOs had to carry out their missions. Therefore, we focus the starting date of our work on the years in
which the financial crisis emerged and extend the study up to the present moment. We chose 2005 as
the starting year because the aim of our work is to analyze works published over a 15-year time period.
To limit the scope of our study, the eligibility criteria for papers to be included in the sample were
as follows.
First, we used different connected terms related to the organizations that make up
the third sector. In detail, we ran an advanced search with the following command:
TS = ((“NONPROFIT” OR “NON PROFIT” OR “NON-PROFIT” OR “NPO*” OR “THIRD SECTOR”
OR “THIRD-SECTOR” OR “NGO” OR “NON-GOVERNMENTAL ORGANIZATION” OR “NON
GOVERNMENTAL ORGANIZATION” OR “TSO” OR “NONGOVERNMENTAL ORGANIZATION”)
AND “TRANSPARENCY”). Thus, we searched for papers whose topic (TS) was related to the main
focus of our study (transparency) regarding NPOs, including several later expressions in prior literature
that have been associated with these entities (all of these expressions were considered as alternative,
rather than exclusive; for that reason, we group them with the command “OR”) (due to the lack of
agreement on the conceptual development of the framework in our study, as well as the great variety
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Table 1. Total articles published in the 19 journals from 2005 to 2019.
15 years

(1) Articles Published
in 19 Journals

(2) Articles on the Third
Sector in 19 Journals

(3) Articles on Transparency in the
Third Sector in 19 Journals

2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
Total

884
893
936
1.234
1.400
1.321
1.334
1.345
1.341
1.352
1.538
1.439
1.569
1.716
1.735
20.037

20
34
28
37
97
104
94
120
119
133
145
156
156
149
163
1.555

0
3
2
0
3
5
7
3
3
5
3
4
6
3
7
54

In accordance with the information from Table 1, 7.76% of the articles published in the selected
journals had the third sector as their main analysis question. Regarding this percentage, only 3.47%
were focused on the study of transparency in the non-profit field. Thus, of the total number of articles
published (20,037), 54 of them had transparency in the third sector as their main subject of study.
This last category represents 0.27% of the total articles published. Table 1 also shows an increase in
the number of articles during this period published by our journal sample (column). Besides this,
there is also growing interest in the study of the third sector as shown by the data referring to the
period (column 2).
After screening the records on general eligibility criteria, 54 articles regarding transparency as
a key element in accountability in the NPOs remained.
At a glance, column (3) shows an increasing trend in the number of articles on transparency in the
NPOs published by the journals in our sample during the analyzed period. Despite this growth, the data
show that studies addressing this issue in the third sector are still scarce, thereby highlighting the need
for an increase of research into non-profit information disclosure [68]. In more detail, we highlight two
significant periods in the study of transparency in NPOs: The first period is the interval from 2010 to
2011, in which a total of 12 articles were published in the selected journals—this represents 22.22%
of the total articles from our final sample—and the second period ran from 2017 to 2019, in which
16 articles were published, which represents 29.63% of the total (54 articles). Both periods bring
together more than half of the publications on transparency in NPOs in the last 15 years.
•

Research method

The distribution of papers according to research method is shown in Figure 3. This shows that
the field of transparency in the third sector has been widely analyzed from the empirical point of
view (77.78%). Remarkably, there have been few empirical studies which have measured the levels of
transparency in this sector. To be precise, 14.28% (6 out of 42) papers dealt with this research issue,
representing 11.11% (6 out of 54) of the final sample. On the other hand, the remaining 22.22% studies
were theoretical articles which do not provide an empirical method.
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Table 2. Cont.
Author (Year)

Focus of Study and Sample

Method

Summary of Sajor Findings
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A sample of 130 NGOs that were
voluntarily analyzed by Loyalty
Foundation was utilized to obtain the
necessary information through its webs.
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of funds) is linked to greater efficiency in
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Yasmin, S., Haniffa, R., &
Hudaib, M. (2014)
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the Statement of Recommended Practice
and Scale Stewart Accounts (1984)
(Stewart, J. D. (1984). The role of
information in public accountability. In
Hopwood, A. & Tomkins, C. (Eds.),
Issues in public sector accounting.
Oxford: Philip Allen.). The population
consisted of Muslim Charity
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- There is a lack of commitment in
substantive accountability for several
reasons: High donor confidence; weak
demand for information from the
stakeholders; internal organizational
problems related to organizational
structure and culture; and lack of
internal professional.

As a general conclusion of this section, we point out the scarce attention paid to transparency
measurement. Nevertheless, it is worthwhile to highlight some relevant findings regarding these six
articles. Firstly, a variety of methods are observed which can be grouped into three types of analyses:
•

•

•

Regression models. This kind of method looks for the relationships of transparency with other
variables. For instance, some authors aim to identify the influence of several factors because of
the varied views on the weighting of the information disclosure of web pages [73]. Other authors
study the relationship between transparency and efficiency in the allocation of funds in the
NPOs [74].
Statistical tests: This method is a more descriptive analysis, although it is used to give meaning to the
aims of a study as a result. On the one hand, authors use non-parametric tests such as the Pearson’s
chi-squared test to explore why NPOs would not comply with transparency and accountability
standards and provide inaccurate information about their compliance [11]. On the other hand,
Yasmin, Haniffa, and Hudaib [75] combine the non-parametric Mann–Whitney U test and
parametric independent sample t-test in order to examine communicated accountability practices.
Index. Lastly, a group of studies used indices to summarize, with a single, reliable, and consistent
measure, several aspects that are indicative of the extent of transparency in NPOs. To begin
with, Gandía [12] analyzed the information transparency on the websites of Spanish NGDOD
through a transparency index which consists of four sections, checking its internal consistency
through an analysis of reliability based on Cronbach’s alpha. Next, Gálvez Rodríguez et al. [73]
used a Disclosure Index (IDI) to analyze the information provided in the organization web pages,
regarding some principles of the Loyalty Foundation code. Finally, Cabedo et al. [30] proposed
an index for measuring the level of transparency in relation to the projects of an organization,
as well as determining the specific aspects in which transparency could be improved.

Therefore, it follows that there is no single way to measure transparency. Different techniques—in
particular, regression models, indexes, and statistical tests—have been used to answer specific questions.
Consequently, the types of specific questions answered by the articles summarized in Table 2
do not result in a quantifiable level of transparency that can serve as a guide for stakeholders to
determine how money and resources are being managed in the NPO to which they have allocated funds.
This generates a gap in the literature to be covered: The quantification of the level of transparency
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objectively in an NPO is an open question. Thus, it is necessary to find the most suitable technique to
measure transparency levels to cover this purpose.
Finally, we highlight that four of the six articles that empirically measure some aspect of the
transparency in these organizations have their focus of study and sample in the “Spanish case”. To do
this, they rely on the two main entities that have developed a system for measuring transparency through
indicators: The Spanish Development NGO Coordinator (CONGDE) and the Loyalty Foundation.
The Spanish Development NGO Coordinator (CONGDE), founded in 1986, is the main platform
for this kind of organization in Spain. Since 1998, the CONGDE has used a code of conduct binding on
all partner organizations. Moreover, the “Transparency and Good Governance Tool” is a pioneering
initiative whose application has been compulsory for all entities and platforms since 2012. In a similar
manner, the Loyalty Foundation also has a code of conduct; besides this, the organization measures
the transparency of its participants who work in global areas and are intentionally involved with
an accountability mechanism. This work has been carried out since its creation in 2001, based on its
values of independence, transparency, solidarity, and rigor.
In conclusion, we summarize the analysis of transparency measurement studies in Table 3,
classifying each article according to the methodology and sample context.
Table 3. Methodology and sample context of the studies measuring transparency.
Sample

Method

Spanish Context

Author (Year)
Regression
Models
Burger, R., & Owens, T. (2010)

Statistical
Tests

Index

CONGDE

Loyalty
Foundation

x

Cabedo, J. D.Fuertes-Fuertes,
I.Maset-LLaudes, A. &
Tirado-Beltrán, J. M. (2018)
Gandía, J. L. (2011)

x
x

x

Valencia, L. A. R., Queiruga, D.,
& González-Benito, J. (2015)

x

Other

x
x

Gálvez Rodríguez, M. M. Caba
Pérez, M. C. Godoy, M. L. (2012)

Yasmin, S., Haniffa, R., &
Hudaib, M. (2014)

Predefined
Model

x

x

x
x

x

x
x

5. Theoretical Foundations of the Transparency of Accountability in NPOs
In this section, the term “accountability” includes the disclosing of information in response
to stakeholder concerns and enabling their participation in the organization and the evaluation
of performance [40,41]. This can be catalogued as a multidimensional concept [42]. The term
“transparency” is linked to a variety of issues but mainly to information disclosure [30]. Taking these
definitions into account, whenever we refer to “transparency in NPOs” in this document, we mean the
moral practice of accountability by which organizations have to disclose information on the activities
they carry out and the resources they use to achieve their social purpose, i.e., their mission [42,49].
Additionally, it is convenient to keep in mind that the academic interest in NPO transparency comes
from the widespread development of the third sector over recent years [1,48].
Accordingly, in the present section, we present and discuss in detail the three RQs regarding the
theoretical foundations that encourage an NPO to disclose transparent information to their stakeholders.
Considering all of these factors, this paper aims to answer the RQs which were previously described in
the planning phase as the basis of the present study.
5.1. RQ1: Why Should NPOs Disclose Transparent Information to Stakeholders?
To respond to RQ1, three reasons can be stated (see Figure 4): firstly, the growing importance both
in terms of size and social action of NPOs in favor of the community; secondly, the special relationship
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Fraud among NPOs may be rising [7]. The literature shows that NPOs have reasons and
opportunities to misreport in order to deceive interested parties [34] by adopting a position of
suspicion and concealment of information [81]. In the early 2000s, several cases of financial fraud were
revealed [82], as well as mismanagement in the third sector, that have challenged the notion of trust
inherent in NPOs [7]. Moreover, we should also point out the fact that the moral misconduct of a single
organization can damage the reputation of others that are not involved in the act [83].
Consequently, credible NPOs have an incentive to differentiate themselves from less credible ones
to improve their reputation [84], because this sector cannot afford the consequences of a public scandal
and a collapse of credibility, thereby affecting the capacity for donations and fundraising [85,86].

5.1.2. Cooperation with the Public Sector
Another reason found in the literature regarding why NPOs should disclose transparent
information is due to the close relationship between the public sector and the third sector, as we report
below. There is a significant body of research which highlights how governments increasingly involve
NPOs in the provision of social services [87] concerned with health, education, agriculture, industrial
sectors, human rights, or gender issues [80]. This shows the strengths of the third sector as a provider
of social goods, complementing, at the same time, the limitations of the public sector [37].
Governments consider NPOs to be a strategic partner in the provision of certain public services
and in return provide financial support [48,88]. Therefore, NPOs constitute a fundamental part of the
social economy and perform in combination with public authorities [13] despite maintaining their own
autonomy [89].
Considering all of these factors, NPOs are encouraged to assume a relevant role [90] in improving
the different social problems in a community. Because of such worldwide cooperation between both
sectors [37], NPOs grant services in key areas as a matter of public policy [13,91]. The so-called
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“Welfare State”, a system in which the public sector promises to protect its citizens, especially those in
financial or social need, is suffering a deep restructuring [4]. NPOs’ participation in the Welfare State is
important as a consequence of their introduction into public activity.
In conclusion, this cooperation, in which public entities are one of the principal stakeholders
of an NPO, also requires the disclosure of transparent information to obtain financial support from
governments. This fact is even more important considering that there is a group of NPOs competing for
the funds that public authorities distribute among the different organizations. This issue is discussed
in the following sub-section.
5.1.3. Public and Private Funding
Research reveals how financial resources (private or public) in the third sector are critical to its
sustainability [48] and affect its long-term success [92]. A dilemma can appear if non-profit stakeholders
cannot easily observe how donations are used [93], categorizing the organization as not transparent or
not trustworthy [1].
In addition, the increasing complexity and competitiveness between NPOs over the resources
required [94] generates a greater responsibility in their actions and a necessary credibility that has to
surround all their activities [94]. Thus, they need to have transparent systems and internal management
controls that ensure that the funds they receive are maintained and managed in a prudent and
responsive way [7,30,48,50,81].
In summary, improving accountability and transparency is one of the most important and complex
issues that the third sector is facing [10,95] regarding its dependence on public trust [77,96].
5.2. RQ2: Why Do Not All NPOs Disclose Transparent Information?
Traditionally, transparency in economic–financial information is justified by responsibility in
management as well as by legal reasons related to accounting obligations, which requires compliance
with minimum standards in the preparation and publication of accounts [6]. In addition, leaders of
NPOs continue to give prominence to these traditional requirements [97]. Regarding this, the next
question arises: is mere establishment of accounting rules sufficient to increase transparency in NPOs?
In this sense, these accounting norms (e.g., financial reporting and performance management systems)
are even highlighted as “imperfect accountability mechanisms” [98]. In this sense, being transparent
implies more than just the presentation of the accounting information.
In contrast to this economic–financial information, however, when considering the disclosure
of non-financial information, such as social information, the reality is quite different. Despite the
importance of transparency, both to generate trust among stakeholders and to legitimize the NPOs
themselves, there are a lack of disciplinary mechanisms [11]. There is no legal regulation that requires
compliance with standards in the preparation and publication of social information in the third sector,
as in other sectors [13]. This fact may discourage these entities to meet such conditions [7]. For example,
NPOs have no obligation to report serious incidents—such as fraud and theft, personal behavior and
financial loss—that may threaten their organization, although it is recommended that they inform
others about this as a transparency mechanism [99]. In this regard, we cite external certification as an
example of voluntary non-financial information. Transparency certification and the good governance of
an organization can be evidenced by belonging to the CONGDE or Loyalty Foundation, as mentioned
above. This assumes that non-financial information goes beyond the minimum legal regulations and
is, therefore, voluntary by nature [100].
Regarding the absence of a minimum legal obligation for the NPOs to report social information,
those entities who voluntarily decide to do so are faced with another problem: bureaucracy and extra
costs (See Figure 5). Regarding the costs involved in generating and disclosing social information
for the decision-making purposes of the stakeholders, our research highlights the potential negative
consequences of a bureaucratic overload that increases the need for resources of the organizations [101].
Therefore, the entities in the third sector are concerned about the cost of preparing and disclosing

Foundation, as mentioned above. This assumes that non-financial information goes beyond the
minimum legal regulations and is, therefore, voluntary by nature [92].
Regarding the absence of a minimum legal obligation for the NPOs to report social information,
those entities who voluntarily decide to do so are faced with another problem: bureaucracy and extra
costs (See Figure 5). Regarding the costs involved in generating and disclosing social information for
Sustainability
2020, 12, 5834
15 of 21
the decision-making
purposes of the stakeholders, our research highlights the potential negative
consequences of a bureaucratic overload that increases the need for resources of the organizations
[93]. Therefore, the entities in the third sector are concerned about the cost of preparing and disclosing
non-financial
information.
NPOs
arearepressured
andeven
evendonors,
donors,
reveal
their
non-financial
information.
NPOs
pressuredby
by regulators,
regulators, and
to to
reveal
their
performance
metrics
and
reports,
incurring
expensive
bureaucratic
tasks,
which
can
eventually
result
performance metrics and reports, incurring expensive bureaucratic tasks, which can eventually result
in a misallocation
of funds
thatthat
are,are,
therefore,
notnot
employed
mission[28].
[28].
in a misallocation
of funds
therefore,
employedfor
forthe
the social
social mission

Figure
5. 5.RQ2.
Figure
RQ2.

Despite
the aforementioned
difficulties,
voluntary
disclosure
of information
is anis effective
means
Despite
the aforementioned
difficulties,
voluntary
disclosure
of information
an effective
to promote
responsibility
of the NPOs
reputation
[102]. Moreover,
meanspublic
to promote
public responsibility
of [97]
the and
NPOsimprove
[89] andtheir
improve
their reputation
[94].
Moreover,
shows
howare
NPOs
are not transparent
obtainscores
lower scores
in terms
of public
research
shows research
how NPOs
that
notthat
transparent
obtain lower
in terms
of public
trust,
trust,
reputation,
perceived
quality,
and
donation
behavior
[92].
In
particular,
there
is
a
positive
reputation, perceived quality, and donation behavior [100]. In particular, there is a positive relationship
relationship
between
transparency,
increased
and the
of NPOs [12,95].
between
transparency,
increased
reputation,
andreputation,
the credibility
of credibility
NPOs [12,103].
The conceptual rationales for not disclosing information among their stakeholders may be based
The conceptual rationales for not disclosing information among their stakeholders may be based
on (i) a principle of rationality in cost management: NPOs, as with other organizations, seek for an
on (i) a principle of rationality in cost management: NPOs, as with other organizations, seek for
appropriate balance between costs and benefits of information disclosure. Thus, the cost of obtaining
an appropriate
balance between costs and benefits of information disclosure. Thus, the cost of obtaining
(and disclosing) information (the difficulty of obtaining information or confidential information)
(and disclosing)
information
(the difficulty
obtaining
or confidential
information)
should never
exceed the benefit
(increasedofcredibility
andinformation
possibilities for
fundraising) that
can be
shouldobtained;
never exceed
the
benefit
(increased
credibility
and
possibilities
for
fundraising)
that can be
and (ii) a lack of guidance of how to report the information: the lack of legal, regulatory
obtained;
and (ii)that
a lack
of guidance
of how
report
the
information:
lack
of legal, regulatory
statements
specifically
indicate
what,towhen,
and
how
informationThe
must
be disclosed
has led
statements that specifically indicate what, when, and how information must be disclosed has led NPOs
to voluntary adopt self-regulation practices. These self-regulation practices, however, imply a total
margin of discretion for managers who often are in doubt regarding how to disclose information.
In conclusion, despite the lack of legal requirements for transparency, voluntary disclosure
improves the perceived trustworthiness of NPOs by their stakeholders, thereby enhancing their
support in favor of these entities [45,100]. In short, the reputation of an NPO is a crucial intangible
asset that can bring noteworthy benefits to the organization [104].
5.3. RQ3: What Means do NPOs Use to Disclose Transparent Information?
NPOs should disclose meaningful information about their work and outcomes to their different
stakeholders [26]. This is necessary because donors, funders, and the public in general have increased
their demands for information [29]. Notwithstanding this higher demand, there is scant research
related to this topic [69].
To begin with, let us explain how Information and Communication Technology (ICT) can help
to communicate information and improve accountability [45,105]. The extant third sector literature
highlights an important monitoring role of ICT for organizations [97], which is eventually beneficial
for NPOs themselves in terms of improving public trust [105]. This advantage can be reinforced given
the access in real time to updated information of the organizations by the stakeholders [36].
In general terms, the use of the Internet is changing non-profit organizational practices.
Surprisingly, research in our field of study reveals the infra-use that NPOs make of the Internet as
an information medium to communicate their responsibility practices in terms of transparency [42,106].
In addition, an active engagement in the age of social media is needed to reinforce organizational
transparency and accountability [107].
Information disclosure through a website is the most widely used means of providing
information [46]. Concerns have arisen regarding whether this kind of public information of NPOs is
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sufficient for their stakeholders in terms of the decision-making regarding the appropriate allocation
of funds to that entity. The literature shows the possible limitations of website information as an
accountability mechanism [79]; among other reasons, because it can be easily manipulated by the
organization [46].
The advantages derived from the use of ICT in all its aspects are evident: websites, social networks,
etc. Nevertheless, there is no single way to report and inform stakeholders, but each organization must
establish its own mechanisms, taking into account its possibilities and experience, ensuring an effective
communication with the stakeholders [6].
In summary, this review aimed to deepen our knowledge of transparency, which is as an essential
issue in non-profit accountability for third-sector organizations. Based on the conceptual rationale of
stakeholder theory, together with the rationality of the cost of information disclosure, we highlight
how the transparency of information disclosure is essential for the fluid and efficient development
of the relationships between the managers of NPOs and their stakeholders. This fact is crucial for
fundraising and for the appropriate meeting of social needs by non-profit organizations. However,
as evidenced in our analysis, NPOs face a great challenge in information disclosure: The lack of
guidance on how to disclose information makes these entities develop particular, voluntary disclosure
practices. Considering this, new insights in the literature on the third sector arise; there is a need for the
creation of models that face the challenge of making the extent of transparency in NPOs quantifiable.
In this sense, we can highlight from our review an important gap in prior literature: despite the
importance of transparency, as previously exposed in the third sector environment, few papers in the
prior literature have focused on this aspect (notwithstanding the growing tendency of work in this
area of research). Moreover, among these papers, the majority have analyzed transparency from the
theoretical point of view, and the rare papers that have empirically measured it have used different
techniques for particular situations.
6. Conclusions
NPOs currently face the challenge of convincing society that they efficiently manage the funds
they receive and that they are dedicated to achieving the missions for which the organizations were
created. Transparency becomes a matter of vital importance that needs to be made visible. Therefore,
NPOs are obliged to develop internal control mechanisms that allow their stakeholders to assess the
destination of resources in accordance with their social mission. Transparency and good governance
are necessary to achieve the social credibility which allows for the continuity of an organization and
the achievement of its goals.
The requirement for high levels of transparency in NPOs rests on two fundamental pillars: on
the one hand, public entities have become one of the main stakeholders of NPOs, requiring the
disclosure of transparent information to provide financial support from public funds. This fact is even
more important considering that there is a group of NPOs that compete for the funds that the public
authorities distribute among the organizations. On the other hand, the inappropriate or fraudulent
practices of an NPO cause severe damage, especially in the sector.
The results highlight the lack of legislation that regulates transparency procedures in the third
sector. This leads NPOs to adopt voluntary policies of disclosure of information, seeking the better
perception of the credibility of entities by their groups of interest. Our work shows the scarcity of
published studies regarding transparency in NPOs. Once the search criteria were defined, only 12%
(54 out of 449) of the articles focused on the concept of transparency in this area, and only 1.34% (6 out
of 449) carried out an empirical validation of the transparency measure. Based on the total number of
articles published in journals that address the NPOs (20,037), 54 papers dealt with transparency in the
non-profit field as the main issue; this represents 0.27% of the total. Despite the increasing interest in
recent years in this field, this aspect has been barely studied and efforts are required to fill this existing
gap from an empirical perspective.
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From the analysis of the few empirical works published, it was deduced that there is no single way
to measure transparency. Different techniques—in particular regression models, indices, and statistical
tests—have been used to answer specific questions. It is necessary to study, design, and develop models
that allow the quantification of the level of transparency required by each NPO and determination of
the criteria used to qualify an organization as more or less transparent.
The transparency of NPOs is not an end in itself; it is a means of promoting just, peaceful,
and inclusive societies, as we can see in one of the Sustainable Development Goals promulgated by the
United Nations. We find, among the goals of objective 16, the creation of effective and transparent
institutions at all levels that are accountable. Transparency, in short, can help to build a better world.
One possible limitation of this review is that we studied a selection of papers only from the JCR.
We established the selection criterion of accepting papers only if they were published in a high-impact
journal; however, we are conscious that there could be other papers that are published in journals
that, despite not being indexed in JCR, could also be interesting for the understanding of transparency
measurement in NPOs with important contributions. Similarly, the search keywords finally selected
for such a vast field may have caused other important publications not to have been included in
our sample.
Regarding the future research strategy, our SLR evidences the need for information to improve
decision-making and disclosure tools in the third sector and for the improvement of measurement.
The importance of appropriately quantifying the level of transparency in the organizations that
constitute the third sector has also been highlighted. Future research could, therefore, look into the
development of appropriate models to empirically measure the extent of an NPO in an objective,
quantifiable way, to help stakeholders in decision-making. Such models can contribute to the literature
from the empirical point of view, allowing NPOs to show greater levels of accountability and credibility
for the stakeholders from whom they directly or indirectly receive funds or resources.
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