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Abstract : This narrative review aims to discuss future guidelines for whistleblowing. We focus on
“what is whistleblowing and how has the literature defined it ?”; “what drives the whistle-blower?”;
“how can financial rewards improve whistleblowing?”’; and “what is the role of financial penalties in
whistleblowing?” We also highlight gaps in the recent literature. Whistleblowing is a complex process
that requires further research attention. Value orientation, sociodemographic and organizational
characteristics, and financial incentives have been shown to explain and predict whistleblowing
behaviour; however, the mixed results in past studies have led to a complicated and fragmented picture.
This review aims to bring new insights to researchers in the whistleblowing field, so we can advance the

literature, and, consequently, mitigate misconduct.
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INTRODUCTION

Misconduct occurs everywhere and will The literature on corruption and

probably happen in an organization that
you know at some point in its life.
Important factors in the fight against it
are whistle-blowers, who report this kind
of behaviour inside the organization.
Issues that deal with the design and

whistleblowing has increased over the
years [3,4], as you can see in Figures 1
and 2. However, research about the use of
whistleblowing to fight corruption has
tended to focus on developed countries
rather than developing ones, despite the

implementation of whistleblowing  need for tools to combat corruption in
policies are becoming more urgent, and  places where this has historically been a
several corporate governance codes  problem such as Latin America and

around the world now incorporate
whistleblowing as part of their best
practices [1-3].

Africa [5,6]. For instance, of the 619
published papers about whistleblowing
since 2000, almost 64% were in the USA,
England, Australia and Canada.
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Figure 1: Number of published papers regarding Whistleblowing
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Source: Web of Science (2022)
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Figure 2: Number of published papers regarding corruption
Source: Web of Science (2022).
According to the Association of Certified  highlighted characteristics, it makes
Fraud Examiners, or ACFE, (2020), more sense that organizations want to

than US$3.6 billion was lost 1n
occupational fraud cases in 2020.
Organizational fraud is “fraud committed
by individuals against the organizations
that employ them” [7]. A typical fraud
case lasts on average 14 months before
detection [7]. The ACFE states that tips
are the most common way of occupational
fraud detection (43%), and half of them
are provided by employees. The Ethics &
Compliance Initiative (2020) survey with
5,000 employees in the USA also showed
that 49% of respondents had observed
some kind of misconduct, with an 86%
rate of reporting.

Unfortunately, not every
misconduct/occupational fraud/corruption
that happens inside of an organization is
reported, as we discuss further in the
following text. A question that still
remains unsolved in the whistleblowing
literature 1s “what motivates whistle-
blowers?” [3]. Since the 80s researchers
have tried to find characteristics that
could predict and explain whistleblowing
behaviour. They looked for
sociodemographic, value orientation and
organizational characteristics, but with
conflicting results [8-15].

Because of the difficulty in predicting
whistleblowing behaviour from these
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Implement incentives to motivate this
behaviour [2]. Organizations that do not
encourage whistleblowing lose on average
US$198,000, while those who do lose
almost half of this (US$100,000). Besides,
these organizations that incentivize
whistleblowing detect fraud six months
earlier than those that do not, and on
average frauds cost US$8,300 per month,
according to an ACFE (2020) report.

Organizations commonly use financial
rewards to encourage whistleblowing
behaviour [2,8,16], but how does it work?
The decision to blow the whistle is a cost-
benefit analysis [17] and the principal
cost for the whistle-blower 1is the
retaliation that he/she will suffer for
making a complaint [18, 19]. With the
possibility of receiving a reward, the
benefits could overcome the costs of
whistleblowing and this may increase the
chances of an employee reporting
misconduct. However, the
implementation of financial rewards also
increases the organization’s costs and
may result in opportunistic behaviour
among employees aimed at receiving the
rewards [2, 16, 20].

Another approach that organizations use
to encourage specific behaviour of their
employees is financial penalties for non-
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compliance [21-22]. This type of incentive
applied in cases of whistleblowing has

received little attention from researchers
[23-25].

However, when it has been examined, the
results are promising, indicating that
financial penalties increase the
probability of an employee blowing the
whistle and that they are at least equally
effective compared to financial rewards.
The problem is that financial penalties
also have issues such as causing an
Increase in corruption and cheating [2,21,
26,27, 28].

Scherbarth and Behringer [4] organized a
systematic literature review of 18 papers
that examined the design specifications
developed for whistleblowing systems
under the consideration of the risk of
organizational insiders blowing the
whistle. The authors excluded papers
that studied situational and personal
characteristics as predictors of potential
and actual whistle-blowers,
characteristics of the wrongdoing and the
wrongdoer, and the ones that were
concerned with the relationship between
colleagues and supervisors.

Differently  from  Scherbarth  and
Behringer [4], we conduct a narrative
review with the purpose of discussing
future guidelines for whistleblowing,
which is an important tool in the fight
against corruption. We highlight gaps in
the recent literature and directions for
future research. We start by answering
“what 1s whistleblowing and how has the
literature defined it?”. We review the
concepts of whistleblowing, and also
consider the role of the whistle-blower
and the importance of whistleblowing.
We show that the general idea of
whistleblowing has remained the same
over time and whistle-blowers can help in
the organization’s continuity.

Next, and in a different approach from
Scherbarth and Behringer [4], we focus
on “what drives the whistle-blower?”,
where we highlight literature that has
tried to find out what would predict
whistleblowing behaviour in terms of
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sociodemographic, value orientation and
organizational characteristics. One of the
most  controversial areas in the
whistleblowing literature. Besides, we
present typologies of whistle-blowers,
offered by researchers who have tried to
clarify the intentions and reasons that

motivate whistle-blowers. Then, we
review evidence concerning a) how
financial  rewards could 1improve

whistleblowing and b) the role of
financial penalties in whistleblowing
behaviour. We point out how these two
types of financial incentives work and
why they influence employees’ behaviour.
In the following text, we highlight the
disadvantages of each kind of incentive.
Finally, we discuss Ilimitations and
directions for future research on
whistleblowing.

Organizations are the main source of
corruption, including misconduct and
organizational fraud. However, they
could also be an important part of the
fight against it; principally through
effective corporate governance practices
and principles of accountability. Once
organizations recognize their role in the
fight against corruption, it is necessary to
take action [29, 30].

Corporate corruption is not an exclusive
problem for shareholders and owners, the
literature shows its impact on consumers,
investors, creditors, employees, and other

members of society. For
shareholders/owners, investors, and
creditors, corruption will negatively

impact the expected return of the
investment. Consumers will buy products
or services of poorer quality, which can
harm their health for instance.

Employees are subject to resignation due
to the lack of capital to maintain their
contracts because of resource deviation.
Finally, and perhaps most importantly,
diverted resources will not be taxed,
decreasing the government’s investment
capacity for education, health, and basic
sanitation, undermining social
development, and increasing social
inequality [31-33].
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Our purpose with this review is to offer
new insights into  whistleblowing
behaviour, specifically on how to
encourage it.

As we pointed out, governance practices
are an important tool in the fight against
corruption, and organizations play a
significant role in this fight. Therefore,
improving whistleblowing 1s a step
towards this objective.  Discussing
limitations and possible areas for future
research could lead the way to
improvements in this topic, as well as
contribute to the development of
understanding in organizations, which
could benefit these organizations and
their stakeholders, in the fight against
corruption.

Table 1: Whistleblowing definition

Narrative Review

What Is Whistleblowing and How the
Literature Has Defined It?

Whistleblowing can be defined as “the
disclosure by organizational members
(former or current) of illegal, immoral or
1llegitimate practices under the control of
their  employers, to  persons or
organizations that may be able to effect
action” [34]. Some studies [35-36] argue
that this 1s the primary definition of
whistleblowing. However, n the
literature we can find other definitions as
we show in Table 1:

Author(s)

Definition

Elliston et al. [37]

When an individual (member or former member) performs an
action, or series of actions, intended to make the information
public, which is made a matter of public record, and it is about
possible or actual non-trivial wrongdoing in an organization.

Jubb [38]

A deliberate non-obligatory act of disclosure, which gets into
public record and is made by a person who has or had privileged
access to data or information of an organization, about non-trivial
illegality or other wrongdoing whether actual, suspected or
anticipated which implicates and is under the control of that
organization, to an external entity having potential to rectify the
wrongdoing.

Rehg et al.[36]

Whistleblowing occurs when the employee reports perceived
wrongdoing, whether the wrongdoing affects the whistle-blower
directly or indirectly.

Kumar and Santoro [39]

Whistleblowing is the act of disclosing information from a public
or private organization with the purpose of revealing cases of
professional misconduct, or the violation of democratic
procedures, that are of immediate or even potential danger to the
public interest.

As you can see (table 1), definitions of
whistleblowing are quite similar and
describe the act of an individual who
reports  misconduct/wrongdoing  that
happens inside an organization to a third
party (internal or external to the
organization).

This individual is called a “whistle-
blower”, and the term was first officially
used in 1963 to describe the behaviour of
an American Department of Defence
employee who disclosed information on
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people that he judged as threats to
national security [17].

The 1dea of the whistle-blower, an
individual who reports an irregularity to
defend the public interest and justice,
dates to very ancient times and has been
present in various societies. The whistle-
blower can be any employee, current or
former, of an organization, their clients,
or suppliers [3,17].

10
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However, insiders are more likely to have
precise information regarding
irregularities, while outsiders are not
subject to the same kinds of
organizational responses, such as
dismissal or retaliation, that employees
may face.

According to Near and Miceli [1] an
organization may incur potential costs
when irregularities happen, which can be
financial when revenues and funds are
lost like in the case of fraud. Internal
whistle-blowers can help the organization
avoid or reduce these kinds of costs by
making managers aware of indiscretions
before they become public. This has two
benefits: (1) it solves the problem before
external stakeholders become aware of it,
and (2) it signals to employees that the
management wants to know about
organizational = problems.  Therefore,
employees may be more willing to share
opportune information regarding
irregularities with the management in
the future, preventing negative publicity
in the media.

Whistle-blowers tend to become icons in

corporate democracies, ensuring the
continuity of organizations, limiting
dysfunctions and managing potential

disputes [17]. That is why there is a
tendency in whistleblowing legislation
and policies to institutionalize the
employee as a guardian of organizational
legitimacy. For instance, whistle-blowers
have assisted public institutions to detect
and stop tax evasion and non-compliance,
helping to protect tax collection and the
integrity of the tax system. Once
institutionalized, whistleblowing would
be perceived as a duty instead of a right
that must be protected [3,40].

Whistleblowing concerns irregularities
perceived by a whistle-blower and
irregularity, by definition, is determined
by the employee that observes it. It can
involve legal or illegal actions that are
perceived by the employee as immoral or
illegitimate. Therefore, the objective of
whistleblowing is to stop the irregularity
through its disclosure to someone with
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authority or power to take action [1].
Whistle-blowers can help organizations to
correct dangerous products, and labour
conditions, to inhibit fraudulent practices
and wastes that could harm clients and
employees, decreasing sales, and causing
costly litigations and negative publicity
[18,34].

What Drives the Whistle-Blower?

Every whistleblowing situation 1s a
process that unfolds over time and is thus
not limited to any single event in which
the employee reports the irregularity.
This process always involves three key
parts (Near & Miceli, 2016): (1) the
wrongdoer (s), the (2) whistle-blower(s)
and (3) the recipient(s) of the complaint
who could be managers, human resource
representatives, auditors, inspectors or
even anonymous hotlines or external
receivers of complaints of irregularities.

Near and Miceli [34] state that the
process of whistleblowing is composed of
four stages. In the first one, the whistle-
blower must decide if the observed
activity 1s  illegal, @ immoral, or
illegitimate. Whistle-blowers are more
likely to consider an activity to be wrong
if it conflicts with his/her own values or
those stated by the organization and if
the evidence on it is clear. The second
stage regards the decision of reporting
the irregularity and the factors that
affect this decision. It is likely that
whistle-blowers will only make an official
report if the irregularity is considered
serious and if they know where to file a
complaint.

In the third stage, whistle-blowers must
believe that the complaint will be
effective and that no alternative measure
could stop the irregularity. The personal
situations of whistle-blowers are likely to
influence their decisions, including
factors such as whether or not they have
alternative sources of financial and
emotional support, and the prospective
costs they will face if they make a
complaint. In addition, their decision is
likely to be affected by their individual
characteristics and the degree to which

11



Arthur do Nascimento Ferreira Barros et. al. | International Journal of Advances in Management and Economics |2022]| Vol. 10 | Issue 06| 07-29

blowing the whistle is consistent with
these characteristics. In the last stage,
the organization can decide to ignore the
whistle-blower or to take action in order
to solve the irregularity or silence the
whistle-blower [34].

In relation to the third stage, Expectancy
Theory argues that whistleblowing 1is
based on motivation, which 1s a function
of the expected consequences of
determined action [18, 34]. Miceli and
Near [18] state that “an individual’s
‘force’ to blow the whistle would be a
function of the perceived likelihood
(‘expectancy’) that valued outcomes such
as managerial attention... and cessation

and have looked at whether
sociodemographic characteristics could
predict whistleblowing behaviour.
However, the motivations of whistle-
blowers are diverse and unpredictable. In
every kind of organization, members blow
the whistle for different reasons under
different circumstances. Therefore, based
on the literature, it is still not clear which
characteristics influence the decision to
blow the whistle and their signals [1, 40].
In Table 2 we present some results from
Near and Miceli [15], who summarize
characteristics of whistle-blowers
highlighted in initial research in the field
during the 80-90s, and more recent

of wrongdoing... would follow Ee Sea PCh, so we can  compare their

. : S, indings:
whistleblowing action”.
Researchers have tried to uncover what
would motivate people to blow the whistle
Table 2: Whistle-blower characteristics

Author(s) Age and tenure Education Male

Parmerlee et al. [41] +
Miceli and Near [42] +
Jensen [43] -
Soeken and Soeken [44] +
Miceli and Near [45] +
Fritzsche [46] Not significant
Graham [47] + +
Miceli, Dozier and Near [48]
Miceli, Near and Schwenk [49] +
Keenan and Sims [13] Not significant +
Brewer and Seiden [50] + +
Dworkin and Baucus [51] + Not significant
Chiu [10] Not significant -
Cassematis and Wortley [52] Not significant Not significant
Dhamija and Rai [53] Not significant Not significant
Rodrigues da Silva and Souza [54] +
Andon et al. [8] + -
Krambia-Kapardis [14] + +
Lee [55] Not significant | Not significant

+/- indicates that the characteristics are statistically significant and the direction regarding whistleblowing intention. Blank spaces

mean that the author(s) did not study the variable in question.
Source: Based on Near and Miceli (1996).

Table 2 shows us the mixed results in the
literature regarding sociodemographic
characteristics of whistle-blowers. Some
studies have found that whistle-blowers
are more educated, male, and older, while
others affirm that women are more likely
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to become whistle-blowers or found that
gender was not a significant factor. An

interesting finding was provided by
Mesmer-Magnus and Viswesvaran [56].
They analysed people who intended to

12
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blow the whistle and actual whistle-
blowers, and their results point out that
gender and tenure were related to
whistle-blowers but were not related to
people who had the intention of doing it.

Due to the difficult and complex nature of
the decision to blow the whistle, [57]

researchers have tried to understand the
relationship between value
orientation/organizational characteristics
and whistleblowing intention. In table 3
we show some of the conflicting results
that the literature has found until now:

Table 3: Value orientation and organizational characteristics in whistleblowing intention

Author(s) Extraversion Moral Leadership Individualism | Idealism | Locus
Judgment
Brabeck [9] +
Miceli, Near and Schwenk [49]
Keenan and Sims [13] +
Chiu [10] +
Bjorkelo, Einarsen and Matthiesen
+
[29]
Nayir and Herzig [58] +
. Not
Park, Blenkinsopp and Park [59] significant +
Liu, Liao and Wei [60] +
Vasconcelos [61] . NOt +/ -
significant
Dhamija and Rai [53] Not significant . N(?t
significant
. . +/- (Not
Cintya and Yustina [11] significant)
Hardi, Wiguna and Mela [12] +

Source: Elaborated by the author

If we consider which value orientation
characteristics affect  whistleblowing
behaviour, we can see that a number of
different findings have been highlighted
and there are many divergent results
(Table 3). For example, characteristics
including moral judgment, the
organizational and leadership
environment have been found to be
important, but there are conflicting
accounts of whether these have positive,
negative or non-significant effects on
whistleblowing behaviour.

To clarify the main motivations of
whistle-blowers, many authors have tried
to develop a typology of the
characteristics of employees who typically
report irregularities [17]. The first was
Glazer [62], who defined three types of
whistle-blowers based on a literature
review. (I) The unbending resistors: They
warn of unethical or illegal behaviour
that they may have observed.
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They maintain a strict commitment to
their moral principles, are immune to
flattery or coercion. They usually start
with internal complaints but can progress
to external complaints if the matter
remains unresolved; (II) The implicated
protestors: They expose the problem
internally but fear the legal
consequences. They are flexible in their
approach and willing to give up if they
are forced to do so. They are sometimes
attracted to the reported behaviour and
fear that their responsibility may be
legally contested; and (III) The reluctant
collaborators: Sometimes they are deeply
involved in the behaviour that they
condemn.

They can try to remedy this through
public or personal atonement after they
leave the organization. While working at
the company, however, they remain
silent.

More recently, Heumann et. al. [63]
proposed another typology combining

13
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whistle-blower personalities, their goals,
motivations, whistleblowing causes and

defined 5 types of whistle-blowers (Table
4):

the success

of the complaint.

They

Table 4: Heumann’s et al. whistle-blower typology

Whistle-blower

Characteristics

The altruist

He/she acts as the organization's conscience and expects nothing more
than to rectify the offense. He/she acts mainly for ethical reasons.
Although s/he can sometimes be promoted, s/he can also be subject to
severe reprisals. Morality is fundamental to these individuals.
However, as there are many moral principles, their actions can be
glorified by one part of society and vilified by another.

The avenger

He/she reports fraud, management problems, illegal activities or
personal complaints in order to take revenge on an individual, team or
organization that has offended or humiliated him/her. The reason is
therefore associated with individual anger and dissatisfaction and is
not based on a genuine interest in risk for the company, even if the
company may benefit indirectly from their information.

The organization man/woman

He/she reports what s/he considers to be illegal or improper conduct for
fear of the company. This employee considers that his/her approach is
pure and protective of the company, pointing out the consequences of
illegal or improper conduct. S/he acts in relation to what s/he perceives
to be the organization's mission in relation to its technical, procedural
and ethical issues. He/she is often described in a negative way as a
“know-it-all”.

The alarmist

Is an employee who constantly complains about the moral risks to the
public sphere of one or more of the policies. Often, not based on
evidence, his/her statements are unreliable, and he/she is almost
always wrong. In the long run, it can lose all credibility because the
reported acts are neither illegal nor inappropriate and do not pose a
threat to the public/general interest. In fact, no one usually takes any
action to manage such a report, which is problematic if some of the
information is correct.

The bounty hunter

He/she is motivated mainly by the money that he/she can obtain, since
in some countries there is financial compensation from governments to
compensate for the risk to their career and to expose themselves to
potential reprisals through the disclosure of illegal practices.

Source: Hennequin [17] and Heumann et al. [63]

Among the typologies,
ethical

reasons.

he/she
addition,

[62, 63].

we have the
“altruist” and the “unbending resistor”,
motivated by their moral principles and
The
collaborator”, who could be involved in
wrongdoing but will only report when
has left the organization. In
we also have the
hunter”, he/she will be driven by rewards
offered in exchange for information that
could stop wrongdoing in the company

conscience against the disapproval of
colleagues). This suggests that
organizations and individuals can

“reluctant ) !
influence the costs and benefits of a

whistle-blower, and therefore that the
level and nature of whistleblowing will
change accordingly [17,18]. Once the
costs, like retaliation, are higher than the
benefits, which at first involve moral
issues, organizations will often
financially reward whistle-blowers to
increase the likelihood of someone

“bounty

Typically, the decision to blow the whistle
would be the result of a cost-benefit
analysis (i.e., the benefit of a clear

©2012-2022, IJAME. All Rights Reserved

reporting an irregularity.
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When organizations increase
transparency and accountability,
whistleblowing seems to be one of the
most effective governance mechanisms to
reduce informational asymmetry between
stakeholders [17] making it worth the
additional cost to increase it.

Could Financial Rewards Improve
Whistleblowing?

Zedeck [64] states that researchers
worried about human judgment and the
decision-making process are interested in
the processing of the information that
precedes and biases the
decision/judgment. The basic question is:
How does a decision-maker use the
available information when he/she faces
alternative behaviours to choose from? As
we discussed  previously, n a
whistleblowing situation the motivations
that cause employees to blow the whistle
are varied and unpredictable [1].

Agency theory proposes that both parts of
a contract (principals and agents) will try
to maximize their welfare. Therefore,
there is reason to believe that the
agent(s) will not always perform in the
best interests of the principal(s)
[65].Lambert [66] defines the principals’
utility function as G[x—s], where x
denotes the company’s outcome and s the
agent’s compensation.

Principals are assumed to prefer more
money than less and to be risk-averse or
neutral. Once the agent(s) is (are) the
person (s) making decisions that will
impact the company’s performance,
he/she could be monetarily encouraged to
make the best decisions on the principal’s
behalf.

Bonuses are commonly used as a tool to
improve employees’ performance [2].
Therefore, the same can be applied to
increase the likelihood of someone
blowing the whistle when faced with an
irregularity. The US False Claims Act
1989 offered a percentage of the amount
that the government could recover in
fraud schemes to whistle-blowers who
provided information, which introduced a
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new perspective where information has
priority over motivation [3] .

Whistleblowing rewards would allow the
principal to acquire private information
from his/her employee. Besides, the
implementation of rewards allows the
principal to establish control mechanisms
in situations where there is a lack of
some superior figure [2]. Stikeleather [20]
provides a cost-benefit analysis that
indicates the liquid economic effect of the
principal by offering financial incentives,
which depend on the company’s
whistleblowing rate. Imagine that an
employer does not provide financial
incentives for whistleblowing, therefore,
the liquid economic value of the
complaints that the employer receives is:

Net Value, g rawara =1 =V

In which n is the number of irregularities
observed and reported by employees and
V 1s the average economic value to the

employer for each complaint. Further,
imagine that the employer starts to pay
an average incentive of r to employees

that report a trustful complaint. Besides,
the incentive increases the number of
complaints received by A. In this case, the
liquid economic value of the complaints
that the employer receives is:

Net Valu,gog = (n+4) « (V- 1)

Therefore, the liquid change in the
employer’s welfare when he/she offers the
financial incentive is:

Change in Employer Welfare = (ﬂl. * E] -r(n+4)

The expression (A+V) is the incremental
economic benefit that the employer
receives by offering a financial incentive,
once the number of complaints increases
in A and each complaint values V, on
average, to the employer. rin+4) is the
incremental economic cost when the
employer offers a financial incentive, once
the employer pays an average incentive
of r for each one of the (n +A) complaints.

15
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However, Stikeleather [20] argues that
the cost-benefit relation when the
employer offers a financial incentive
depends on the whistleblowing rate
previously, once the objective of
implementing that incentive 1s to
increase the number of trustful
complaints and, consequently, the
likelihood to prevent wrongdoing inside
the firm. Besides, the employers will
incur costs in the payment and the
management of these incentives. As
Lambert [66] stated: “each dollar paid to
the agent as compensation is a dollar less
for the principal”.

On the other side of the contract, whistle-
blowers usually report that financial
incentives play an important role in their
decisions to blow the whistle, and the
literature has shown that financial
Incentives can increase the intention of

an employee to report wrongdoing [8,16,
23,19,20].

For instance, Dyck et al. [67] found that
in the healthcare system, an industry in
which it is more common to have
financial incentives for whistle-blowers
as most of the income is from government
purchases, 41% of frauds are revealed by
employees. According to their study,
financial incentives could increase the
chance of an employee blowing the
whistle by 23%.

Employees need rewards to blow the
whistle because, without a reason or
justification, the risks of doing it could
overcome the potential Intrinsic
motivation of individuals [2].

The literature proposes that before the
decision to blow the whistle, the
individual will conduct a cost-benefit
analysis. To do so, the individual
considers the consequences, including the
possibility that dismissal, threats, and
litigation will follow, and the potential
benefits, such as rewards and the public
interest.

Rewards for whistleblowing can provide
additional protection against retaliation
costs. Therefore, the reward must
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increase the likelihood of employees
reporting observed wrongdoing, including
situations where the employee is already
protected by any cost involving
whistleblowing [16, 19, 20].

Despite most research finding a positive

relationship  between rewards and
whistleblowing, Brink et al. [6§]
discovered that an internal incentive

decreases the likelihood of employees
reporting to the SEC (The U.S. Securities
and Exchanges Commission) when their
evidence of wrongdoing 1s weak.
However, when the evidence is strong,
rewards increase the chances of
whistleblowing. Therefore, the motivation
provided by rewards can be attached to
other factors that researchers need to be
aware of in order to correctly determine

how financial rewards influence
whistleblowing behaviour.
According to Rose et. al. [19], a

fundamental issue for both theory and
practice 1s the compensation structure
that will align the interests of employers
and potential whistle-blowers. Berger et
al. [16] and Latan et. al. [69] argue that
offering rewards combined with a
minimum  threshold could inhibit
whistleblowing for minor wrongdoing.

The authors discuss that, unconsciously,
a minimum threshold will incentivize
whistle-blowers to strategically delay a
relatively small ongoing wrongdoing
complaint, meaning that the wrongdoing
reaches a higher level to receive a higher
financial reward. Therefore, rewards for
whistleblowing must be significantly
large as small ones could negatively
impact employees’ internal ethical
motivations, without increasing the
whistleblowing behaviour [2].

There is no consensus about if or when
rewards should be used. Employees could
be tempted to blow the whistle in
unjustified situations just to receive the
reward. Therefore, bonuses wrongly paid
can be consequences of rewards, which
also represent a financial concern to the
organization [2, 20].
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Furthermore, rewards could: (1) increase
the number of false complaints; (2)
negatively 1mpact the relationship
between employees due to a lack of trust
and decrease motivation 1in the
workplace; (3) force whistle-blowers to
change sector in a company or city due to

personal harassment and even result in
them being fired [2,67].

Teichmann and Falker [2] interviewed
compliance experts and argued that to
effectively mitigate corruption, a system
of three pillars could be implemented.
The three pillars consist of bonuses for
both compliance and whistleblowing, and
financial penalties for noncompliance.
According to Berger et al. [16]
motivational crowding theory, situations
that are normally motivated by ethical
issues, like whistleblowing, are
remodelled as an economic transaction
when financial incentives or penalties are
introduced.

We have two kinds of motivations,
according to psychology, intrinsic (related
to the sense of moral or civic duty) and
extrinsic (associated with the behaviour
that 1s driven by external factors like
rewards or penalties). Therefore, when
financial incentives (rewards or
penalties) are on the table, we change our
motivational properties n a
whistleblowing decision excluding the
influence of intrinsic motivation.

Financial penalties, normatively, are
considered effective in the
discouragement of undesirable
behaviours. Like rewards, a system of
financial penalties leads employees to
adopt an economic-decision framework
where their cooperation is determined by
a cost-benefit analysis that takes into
account the penalty’s force, without
compensation costs for the employer [28].

What is The Role of Financial
Penalties in Whistleblowing?

Punishment in social dilemmas consists

of a costly boycott mechanism for
lawbreakers. Regarding financial
penalties, it requests the monetary
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investment of an individual (the norm
violator) to not reduce the income of
another person, which provides the
opportunity to punish previous non-
compliance behaviour and generates
equality among all group members [70].

Financial penalties are part of our lives,
they discourage undesirable behaviour
associating it with punishment and are

seen as an effective mechanism to
encourage people to follow social
conventions [71,72]. Countries like

Australia, Canada, the U.K. and the
U.S.A. enforce penalties for those who do
not report money laundering, and the Big
4 for their partners/employees who do not
reveal known violations that break the
law, regulations, or companies’ policies

[23].

Nosenzo [26] argues that employees work
harder when the incentives are seen as
rights that could be lost for not behaving
as expected than when they are
presented as extra rewards that the
employee earns when he/she behaves as
the employer expects. Therefore,
punishment for non-compliance could
Increase cooperation in complex networks
like organizations, and this cooperation
evolves inside the environment in
question [72,28] ].

The literature has given little attention
to studies of (financial) penalties for
whistleblowing [23] According to
Teichmann and Falker [2], the
implementation of a non-compliance
penalty would be a relatively new concept
for most employees. The authors argue
that having a part of your compensation
removed because you did not behave as
expected is unusual, inside a company.
Therefore, it would probably be necessary
to implement a transition period to apply
a penalty system.

Studies involving whistleblowing and
penalties are scarce [23]. To the best of
our knowledge, there are three. The first
1s the one by Feldman and Lobel [25],
which used several experimental surveys
with more than 2,000 employees and
tried to examine four prototypical legal

17



Arthur do Nascimento Ferreira Barros et. al. | International Journal of Advances in Management and Economics |2022]| Vol. 10 | Issue 06| 07-29

mechanisms that were designed to
increase individual reporting of illegal
acts in the work environment (anti-
retaliation protection, legal duty to
report, liability fines, and monetary
incentives).

The results indicate that when the
misconduct 1s severe, the intention to
blow the whistle among the mechanisms
1s equally high.

The second one is the study of Boo et. al.
[23], which examined the joint effects of
incentive schemes (rewards vs. penalties)
on the reporting of wrongdoing when the
whistle-blower has a close relationship
with the wrongdoer. They used 90
auditors from a Big 4 firm in Singapore
and found that the likelihood of blowing
the whistle on someone close to you 1is
higher in the presence of a penalty
system compared to a rewarding one.

Table 5: Financial penalties downsides

The last is the one of Chen et. al. [24],
who examined whether the effectiveness
of incentives encouraging whistleblowing

1s a joint function of the framing of
rewards or penalties, and the strength of
descriptive norms supporting
whistleblowing. They performed a lab
experiment using the z-Tree software on
98 undergraduate students. The results

show that penalties increase
whistleblowing behaviour, compared to
rewards when  descriptive  norms

supporting whistleblowing are stronger.

Despite the few works about
whistleblowing, the study of penalties in
the corporate world is not new. For
instance, studies have found that
penalties can decrease environmental
crimes [21,73] and accounting frauds [74]
However, regardless of positive results,
penalties also have downsides:

Counterpoints

Author(s)

Small penalties do not increase the desirable behaviour

Tenbrunsel and Messick [28]

Even an estimated risk of a penalty could not stop

misconduct in an organization

Piquero et al. [27]

Financial penalties contracts are seen as more unfair and

controllers than rewards one

Penalties lead to corruption and
organization

cheating

inside the Nosenzo [26]

An ideal penalty function would never exist

Barrett et al. [21]

Financial penalties could harm the
whistleblowing systems

independence of

Teichmann and Falker [2]

Source: Elaborated by the author

Teichmann and Falker [2] argue that for
the effective elimination of corruption
inside an organization, a system that
combines rewards and penalties is
necessary. The authors propose that this
type of system could mitigate the
individual problems of reward/penalty
systems alone and could increase the
willingness of a member of the
organization to blow the whistle
compared to where there are only one of
these systems [22, 23].

DISCUSSION

This narrative review represents an
effort to synthesize and provide an
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overview of the whistleblowing literature.
We know that the decision to blow the
whistle is a cost-benefit analysis, where
the potential whistle-blower tries to
measure the pros and cons of his/her
decision. Usually, retaliation represents
the biggest cost, which may include the
need for a resignation or dismissal and/or
the undermining of an employee’s image
among peers. In addition, at the
beginning, benefits are tied to moral and
ethical issues. Therefore, at first, blowing
the whistle may not seem to be a good
choice.
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Researchers have tried to find out what
would explain and predict whistleblowing
behaviour, in terms of sociodemographic,
value orientation and organizational
characteristics, as shown in Tables 2 and
3. However, the results have presented
conflicting findings. Therefore, we
highlight the limitations of the recent
literature on the issue, and directions for
future research.

The attempt to connect sociodemographic
characteristics with  whistleblowing
intentions dates to the 80s [43, 42, 45, 41,
44]. However, as we presented, the
results are conflicting. Trying to associate

sociodemographic characteristics, like
age, gender and education, to
whistleblowing behaviour seems

inaccurate. Let’s take into account the
work of Rodrigues da Silva and Souza
[64], they used both professionals and
students in their treatment and control
groups.

Their results show that gender, tenure
and age did not influence whistleblowing
intentions. However, Dhamija and Rai
[63] suggest that  whistleblowing
intentions of middle-aged accountants are
different from older ones (45 or above)
when there is fear of retaliation [75]. The
same happens when you compare older
male and female accountants in the
presence of fear of retaliation. Gender
and age influence behaviour.

Research suggests that it is more likely
that a man reports a complaint than a
woman due to the fear of retaliation
inside organizations; although, older
women could react differently [76].
Future research should address these
contexts (i.e., an interaction between age
and gender) to evaluate when
sociodemographic characteristics impact
whistleblowing behaviour instead of
studying them individually.

Cintya and Yustina [11], and Liu et al.
[60] examined the impact of leadership on
whistleblowing. They used different
approaches for leadership; the former
applied the concept of authentic
leadership while the latter considered
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ethical leadership. “Authentic leaders
demonstrate a passion for their purpose,
practice their values consistently, and
lead with their hearts as well as their
heads” [77]. Ethical leadership is “the
demonstration of normatively
appropriate conduct through personal
actions and interpersonal relationships,
and the promotion of such conduct to
followers through two-way
communication, reinforcement, and
decision-making” [78].

Researchers must be aware of these
different concepts, not just for leadership
but for other aspects, and how that
difference could impact whistleblowing
behaviour. Based on the definition of
Brown et al. [78] it could happen that
ethical leaders may not encourage
whistleblowing. According to Rehg et al.

[36], a company can strategically
incentivize high-level employees to
perpetuate  wrongdoing to remain
competitive.

Therefore, due to the normalization and
Iinstitutionalization of misconduct,
whistleblowing may not be considered a
normatively appropriate behaviour in
some contexts [79]. The same could be
applied to authentic leaders. Taking into
account the concept of George et al.
(2007), in which an authentic leader is
expected to practice his/her values,
he/she could perform immoral activities
(from the perspective of others) if he/she
believes that the action is justifiable [80].
Tourish and Craig [79] state that
“corrupt individuals tend not to view
themselves as corrupt”.

Such  elements (value orientation,
organizational characteristics) need to be
studied considering group (organization,
subunits, peers) and individual
characteristics. Besides, as the same
variables can be measured differently, it
1s important to specify how the variables
are operationalized. Hardi et al. [12] and
Vasconcelos [61] analysed the impact of
control locus on whistleblowing. They
found divergent results, but Hardi et. al.
[12] do not explain how they measured
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locus of control, which could explain the
different results. It would be interesting
to replicate the results with different
Iinstruments.

The most common issue addressed by
recent works is the sample size [8,11,12].
According to the authors, that could be
one of the principal reasons for the
inconsistencies between researchers’
findings. Therefore, for new works on the
matter, it would be important to increase
the sample or try to replicate the findings
with larger samples. Small samples could
lead researchers to erroneous
conclusions, Bearden et al. [80] state that
sample smaller than 200 should not be
used. In addition, the values of studied
variables tend to increase with the
sample size. Therefore, results
comparisons across different samples can
be risky [80, 81].

One issue that Cintya and Yustina [11]
report relates to the specificity of the
sample. According to them, a very specific
sample, both in occupation and
nationality, could bias the results and
harm generalization. Most studies use
accountants/auditors 1in countries in
which these professions have the legal
duty to report some kind of misconduct.
However, whistleblowing behaviour 1is
expected for all employees. Therefore,
studies cannot ensure that their findings
could be applicable to other occupations.

Another common population used in
whistleblowing literature 1is students,
more specifically accounting students,
due to their easy access by researchers
that are, mostly, professors. The problem
here is that students do not reflect the
characteristics of the workforce. Future
research would thus Dbenefit from
studying actual whistle-blowers,
although intentions could be the best
predictor of behaviour [11, 53] or a wider
range of occupations and nationalities,
because culture 1is associated with
behaviour [81]

Andon et al. [8], and Dhamija and Rai
[63] express concern with the specific
scenarios that respondents are presented
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with. Specific scenarios, wrongdoing, or
situations, could cause responses that
may be specific to that scenario,
therefore, biasing the results. Dhamija
and Rai [53] suggest the “use of multiple
scenarios with different types of
wrongdoing”.

Another limitation highlighted in the
extant literature relates to the
instrument(s) used to measure the
dependent variable, which is a common
problem of research that uses this kind of
methodology. Cintya and Yustina [11]
state that “measuring whistleblowing is
extremely hard and rarely done”.

According to Deegan and Unerman [82],
in behavioural accounting research it is
common that many studies that have
investigated similar questions have found
conflicting results. They also argue that
it is difficult or impossible to verify the
causes of the inconsistencies in the
results due to the different numbers of
variables in each study, how they are
measured, and the different scenarios
where the research is realized.

Other suggestions that the researchers
point out for future research are (1) to
use longitudinal methods, (2) to go
further in the investigation of the
relationship between retaliation and
value orientation with whistleblowing
intention [11,53,55]; (3) to understand
how the seriousness of the wrongdoing
interacts with incentives of
whistleblowing, (4) to manipulate
elements of  harm and moral
wrongfulness [8]; (5) to investigate
reporting mechanisms [14],
organizational structure and design,
political control [55], ethical leadership,
affective commitment and personality
[11].

Studies that have focused on the role of
financial incentives on whistleblowing
have pointed out similar limitations. For
instance, researchers often rely on
surveys and hypothetical scenarios to
analyse whistleblowing. However, these
methods do mnot allow a complete
understanding of strategic interactions
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between employers and employees, or the
economic outcomes of their decisions
[24,20]. Field studies could determine
whether the findings can be supported in
the corporate world [23].

Authors also highlight that most of the
time a single form of misconduct is taken
into consideration, like asset
misappropriation, with the justification
that this is one of the most economically
significant and common types of internal
misconduct, and that the benefits of
recovering are relatively quantifiable.
The problem is that potential whistle-
blowers could make different decisions
when they face different kinds of
misconduct such as health and safety
violations, financial statements fraud,
abuse of power, etc. [16,20].

For future research, to see if the findings
can be generalized, studies could apply
different scenarios with different types of
misconduct/rewards/penalties and sizes
(larger or smaller) [16,23]. They can also
try to manipulate the presence of costs in
whistleblowing, once they decrease the
intention to blow the whistle [16,20].
Besides, it would be valuable to compare
whistleblowing intentions between
rewards on an absolute basis, like a fixed
amount of cash, or proportional to the
economic  benefit received by the
organization such as a percentage of the
recovered amounts [20].

After reading the literature on financial
incentives, we believe that the greatest
opportunity, and challenge, for future
research would be the implementation of
a series of field experiments [23,24].
According to Lourenco [83], field
experiments are also subject to criticism.
They do not allow the researcher to have
the same level of control as a laboratory
experiment; once they wusually are
conducted in a single organization, their
results are hard to generalize;
researchers do not randomly select the
partner organization, they are self-
selected; it i1s difficult to replicate; and
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they focus on a narrow range of topics
[83].

Boo et al. [23] argue that their
experiment was “conducted in a
controlled setting without real

consequences for rewards and sanctions”,
while Chen et al. [24] state that their
“experimental study abstracts away from
many factors in the real world”. Both
studies address the importance of trying
to conduct an experiment in the real
business world, where i1t would be
possible to increase external validity and
impact organizations. However, they
point out that as the capacity of an
organization to enforce penalties may
vary, implementing financial incentives
(rewards or penalties) for whistleblowing
involves uncertainty from the (potential)
whistle-blower perspective and
complications [23, 24].

Another perspective that future research
could look at is the use of a combination
of both incentives, taking into account
financial and nonfinancial costs versus
their benefits [23]. According to
Teichmann and Falker [2], for effective
elimination of corruption, it would be
necessary to implement a system that
combines rewards for compliance and
whistleblowing, and penalties for non-
compliance.

As we have commented, most
whistleblowing studies focus on
developed countries and not on

developing ones [6] even though the main
goal of whistleblowing is to mitigate
llegal, immoral and  illegitimate
practices, and corruption in general;
which are more common in developing
countries or emerging markets [84, 60,85]
as you can see in Figure 1.

Okafor et al. [6] argue that there is a lack
of interest in research on accounting and
accountability in Africa, despite the fact
that the continent “provides immense
opportunities for empirical accounting
research on anticorruption intervention”.
In the same way, Aguinis et al. [86] state
that “Latin America offers unique
opportunities for conducting research
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that forces wus to rethink baseline
assumptions and theories on individual
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Figure 3: Corruption Perception Index (2021)

Source: Transparency International (2021)

Regardless of the focus on developed
countries, a literature review to assess
the Importance and scope of
whistleblowing across 4 continents
(Africa, America, Asia, FEurope and
Oceania) and, at the time, they verified
that 83 countries had some kind of
whistleblowing protection legislation. In
addition, they highlighted some
whistleblowing research in developing
countries like India, Malaysia, Pakistan,
Turkey, Taiwan and Brazil. Therefore,
we suggest that future whistleblowing
research pays close attention to emerging
markets.

Small and medium-sized enterprises
(SMEs) have a crucial role in the
economic development of any nation, and
are drivers of economic growth especially
in developing and emerging countries [87,
88, 89]. SMEs’ growth is often impacted
by corruption, which harms emerging
countries’ development [90, 89]. However,
literature about whistleblowing in SMEs
1s, to the best of our knowledge, scarce. In
general, data on corruption in SMEs is
more difficult to access compared with
data from large-sized companies. We
believe that whistleblowing research

©2012-2022, JAME. All Rights Reserved

involving SMEs would be worthwhile,
especially with regards to how these
firms could implement a whistleblowing
channel, the difficulties that they would
face, how to guarantee anonymity, and
how incentives could be applied (taking
into consideration the lower economic
power of SMEs compared with large-sized
companies).

This review could help researchers in the
whistleblowing field to improve theory in
order to better understand and encourage
its behaviour. Once we fill the gaps (or
most of them) and consolidate the
literature, this knowledge can be
implemented in organizations to help
them in the fight against corruption. The
role of organizations in fighting
corruption must not be underestimated;
Corruption results in several hidden costs
that could reduce any gain from it.
Therefore, organizations should avoid or
mitigate opportunities that allow the
occurrence of illicit practices [30].

Regarding the limitations of this paper,
narrative reviews refer to “an attempt to
summarize the literature in a way which
1s not explicitly systematic” [91].
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Although they are, by far, the most
popular type of academic review among
authors and readers, the principal
criticism is their subjectivity [91,92]. The
chosen papers were not based on a
systematic search, limiting the scope of
the studied literature [93-99].

CONCLUSION

This narrative review has the purpose of
discussing future guidelines for
whistleblowing, which i1s an important
governance practice in the fight against
corruption. Therefore, better
comprehension is essential to discourage
this kind of behaviour. We have
highlighted gaps in the recent literature
and directions for future research. We
tried to answer four key questions; (1)
“what 1s whistleblowing and how has the
literature defined 1t?” (2) “what drives the
whistle-blower?” (3) “how can financial
rewards improve whistleblowing?” and
(4) “what 1s the role of financial penalties
in whistleblowing?” Also, we discussed
limitations and directions for future
research on whistleblowing.

Although  whistleblowing has been
studied for almost 40 years, we do not
fully understand its process. There are
still  conflicting accounts regarding
whether age, tenure, or gender are
determinants in whistleblowing, or which
organizational characteristics and value
orientations can influence whistleblowing
behaviour. Financial incentives could be
a way to predict this kind of behaviour,
but some issues need better clarification
(e.g., wrongdoer status, close
relationships, reporting channels etc.).
Incentives have negative consequences
for organizations. How to overcome them
1s a challenge.

Most of these issues are common in
social/behavioural research. To blow the
whistle 1s a difficult and complex process
that includes “n” variables, and most of
them cannot be observed. Therefore, it is
natural that we face these kinds of
problems due to ontological issues and
methodological limitations. To mitigate
1t, future research could use mixed-
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method research in an attempt to explore
as many perspectives on the problem as
possible.

Most of the whistleblowing research is
quantitative. Even though these studies
use experiments to capture the impact of
certain variables on whistleblowing
intention/behaviour, they suffer with
sample issues of size and specificity. Due
to ease of access, students are commonly
used in samples, specifically accounting
ones, bringing external validity problems.
The experiments usually are performed
through online surveys or laboratories,
which allow the researcher to control, or
at least to try to control, some aspects in
the environment. However, these
situations in the real world are not as
controlled as in a university laboratory.
Field experiments could work as a
solution to better understand
whistleblowing behaviour, but they also
have limitations, and they are hard to
perform.

Despite significant results, it is hard to
affirm what would drive whistleblowing
behaviour. Contextual, external and
internal/intrinsic factors are likely to
work together during the whistleblowing
process. Moderating variables (e.g.,
external/internal whistleblowing
channels) can change the expected result
of the decision to blow the whistle. To
better understand the whistleblowing
process, future research needs to develop
models, which reflect this complexity.

Whistleblowing should be understood in
specific situations instead of as a
universal law. Whistleblowing decisions
will vary according to market conditions
(developed, developing, or
underdeveloped), legal system (common
and civil law), laws on whistleblowing

protection, organizational aspects
(climate, norms, whistleblowing
channels, etc.), wrongdoer aspects,
wrongdoing seriousness, and value

orientations, for instance.

As we discussed, one limitation of this
work concerns its (narrative) approach.
We performed a narrative review with a
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subjective  perspective, rather than
adopting a systematic study. Future
reviews should focus on specific regions
like South America, and Africa, which
have received limited attention in the
past. Although the majority of papers
published on these contexts are not
published in top journals, it would be
valuable to summarize the findings and
compare them to other contexts like USA
and Kurope. Also, the study of
whistleblowing behaviour in SMEs would
contribute to the literature because they
have economic and social representation,
therefore, a review on the subject would
be important.
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