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ABSTRACT 

 

 The Dodd Frank Act of 2010 brought light to the increasing effectiveness of employing 

whistleblowing programs on the organizational and regulatory levels. As whistleblowing has 

become the number one source of fraud detection in the United States, it is important to 

understand the motivations behind why individuals decide to speak out against witnessed 

fraudulent activity. Therefore, this study seeks to expand on current research and identify 

possible factors that increase students’ willingness to report fraud. Prior research is included to 

understand what past scholars have identified as factors influencing individuals to report fraud. 

This study also involves an experimental survey using accounting students to observe how 

religiosity, risk propensity, and monetary incentive influence willingness to whistleblow. The 

study finds inconclusive results as to whether these specified factors correlate to whistleblowing 

intensions. However, coupled with insightful outside research, this study offers suggestions for 

future research that could help further identify motivations behind reporting fraud.    
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INTRODUCTION 

 

  This study examines three factors and their influence on accounting student’s 

intention to whistleblow in a fraud case. The study considers whether financial incentive 

influences a student’s intention to whistleblow. The study also considers whether two individual 

traits: religiosity and propensity for risk taking influence students’ intention to report potential 

fraud or wrongdoing. 

Whistleblowing is recognized as the main source of fraud detection in the United States 

according to the Association of Certified Fraud Examiners. Over 40% of all fraud is exposed 

through tips made by whistleblowers (ACFE, 2016). Originally, the Sarbanes Oxley Act of 2002 

required a system of internal controls to be implemented in all businesses, including controls 

regarding whistleblowing. The legislation required companies to create reporting structures for 

employees to use if fraud was suspected (Latham & Watkins, 2010). Almost a decade later, the 

Wall Street Reform and Consumer Protection Act of 2010 (generally regarded as the Dodd-Frank 

Act) created the Security Exchange Commission’s (SEC) Office of the Whistleblower (OWB), 

which implemented monetary rewards for employees who reported suspected fraud to the SEC. 

Individuals must alert the SEC with original, significant information to potentially qualify for an 

award. Then, if the SEC investigates the claim and reveals evidence of fraud, the whistleblower 

is eligible to receive 10-30% of the total financial recovery(Andon, 2016).   

 With new legislation introducing financial incentives, researchers are beginning to 

analyze whether the presence of these monetary rewards affect willingness to whistleblow (Brink 

et al. 2013). Most scholars believe that financial incentives do play a role in  willingness to 

whistleblow. However, some records indicate that although financial incentives may increase  

willingness to report, it may not foster a healthy culture within the business environment as 
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individuals may only look for paydays rather than doing what is right (Brink et al. 2013). 

Alternatively, research shows that financial incentive has little to no effect when the seriousness 

of the fraudulent issue is great. This indicates, that when faced with a large ethical business 

issue, people are more likely to report the issue based on its seriousness as it is “the right thing to 

do” rather than based on financial incentive(Andon, 2016). 

 Religiosity has also been identified as a potential influence in whistleblowing. Religiosity 

is often defined as the combination of religious knowledge/beliefs, emotional attachment to 

religion, and behavior such as praying or reading the bible (Cornwall, Albrecht, Cunningham and 

Pitcher. (1986). In a study of how religiosity affects one’s intentions of reporting a peer’s 

wrongdoings, researchers found that those with strong religious beliefs also exhibited strong 

inner morals. This is most likely because many religions emphasize the importance of morality 

and doing what is right (Barnett et al, 1996). Additionally, in an examination of sixty-four 

whistleblowers, Myron Peretz Glazer and Penina Migdal Glazer (1989) revealed how three 

religious whistleblowers came forward as they thought it was their moral duty. Specifically, a 

Catholic woman described “It comes back to a question of faith. I am the one who is going to be 

held accountable for what I do in my life” (Glazer, 1989). Therefore, it can then be assumed that 

those who are profoundly religious may be more willing to speak out against fraud within a 

company as their actions are a direct result of their faith.  

 Arguably one of the largest reasons why individuals are hesitant to whistleblow on 

corporate wrongdoings is due to risk. According to a 2011 survey conducted by the Ethics 

Resource Center (2005), “Nearly half (46%) of those who choose not to report observed 

misconduct cite fear of retaliation as the cause”. Although the Dodd-Frank Act included specific 

anti-retaliation protections (Latham & Watkins, 2010), many believe that the risks outweigh the 
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benefit of reporting fraud. However, very little research has been done on whether one’s 

propensity for risk taking affects the willingness to whistleblow. In a test of moral reasoning, 

Brabeck (1984), found that without risks, individuals have essentially nothing holding them back 

from reporting. Yet, when risks such as loss of job or employer retaliation were present, 

individuals were more hesitant to report fraud (Brabeck, 1984). Essentially, one’s ability to 

overcome fear and take risks may be a driving behavior behind willingness to whistleblow.  

 Identifying the key potential behaviors behind willingness to whistleblow can be 

extremely helpful for companies as well as external agencies. If businesses know what drives 

employees to report fraud, organizations can create provisions around these motivations to 

encourage employees to report internally before going to external sources. For example, internal 

auditors are more likely to report fraudulent issues if presented with incentives by their 

employers (Xu & Ziegenfuss, 2008). If companies leverage their own financial incentives for 

blowing the whistle internally, they will most likely save money compared to the legal fees 

potentially incurred if the issue was reported straight to the SEC. Additionally, companies that 

effectively communicate with employees on anti-retaliation protections and the importance of 

morals and ethics can create a culture whereby individuals feel comfortable speaking up about 

issues internally rather than having to go to external agencies. 

 To examine the research questions primary student data are collected from accounting 

students at TCU. The study’s data collection experiment is developed from three sources: The 

Impact of Financial Incentives and Perceptions of Seriousness on Whistleblowing Intention by 

Paul Andon, et. al.; Religiosity, Ethical Ideology, and Intentions to Report a Peer’s Wrongdoing 

by Tim Barnet, et. al.; Measuring an Individual’s Tendency to Take Risks: The Risk Propensity 

Scale by Ree M. Meertens, et. al. The paper continues as follows…  
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LITERATURE REVIEW AND HYPOTHESIS DEVELOPMENT 

Definition of Whistleblowing 

Whistleblowing is often defined as “the disclosure by an organization’s member [or 

former member] of illegal, immoral or illegitimate practices under the control of their employers 

to persons or organizations that might be able to effect action” (Henik, 2015). In more basic 

terms, it is the act of reporting wrongdoings in a public manner (Contu, 2014). Whistleblowing is 

not merely the act of informing others of potential fraud, but also requiring presentation of 

evidence and participation in breaking down the complexities of the case (Jubb, 1999). Many 

large-scale corporate scandals have been discovered in recent years by employees whom blew 

the whistle and publicly denounced these acts. For example, Sherron Watkins blew the whistle 

on the massive Enron accounting scandal and Edward Snowden used WikiLeaks report 

inappropriate NSA surveillance (Olesen, 2018). After these individuals reported on irregularities 

and potential misconduct, regulatory agencies decided it was time to step in and set 

whistleblower provisions. The first major policy came in the Sarbanes Oxley Act of 2002 (SOX) 

requiring companies to establish whistleblower hotlines to encourage employees to report 

suspected wrongdoing internally (Latham & Watkins, 2010). Then in 2012, the Dodd-Frank Act 

introduced financial rewards and job security for reporting suspected wrongdoings externally to 

the SEC (Latham & Watkins , 2010). These regulations made drastic impacts to society as there 

is often low public visibility of fraud within businesses until employees are willing to come 

forward and report the fraud (Andon, 2016). Additionally, whistleblowing is seen as a control 

instrument to discourage organizations from acting unethically as employees will be rewarded 

and protected for speaking up against fraudulent activities (Jubb, 1999). Even today, 
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whistleblowing is still determined to be the most important source of fraud detection (Andon, 

2016).  

The Whistleblower 

It can be quite a daunting task to decide to whistleblow and call out the wrongdoings of 

an organization. These individuals often deal with many consequences including retaliation from 

their organization or peers, which remains one of the greatest concerns among potential 

whistleblowers (Guthrie & Taylor, 2016). However, many individuals push past this fear to 

ultimately do what is right for society. Thomas Olesen (2018) from Aarhus University in 

Denmark offers the idea that “whistleblowers’ agenda is to simply tell the truth about a perceived 

wrongdoing” and not with the intent to hurt the organization. These individuals are motivated by 

wanting to better society and prevent widespread disaster instead of spiting their employer 

(Olesen, 2018). Additionally, the potential whistleblower must have solid evidence of the 

misconduct taking place to effectively report wrongdoing and do so in an appropriate manner 

(Malek, 2006). If individuals attempt to report insignificant/nonexistent ethical issues to top 

management or the SEC, it not only distracts these groups from investing time in critical ethical 

issues, but also discredits the viability of that individual’s potential future reports.. For effective 

whistleblowing, it is important to understand what motivates individuals to report significant 

ethical wrongdoings.  

Hypothesis Development 

 This paper seeks to defend three central hypotheses regarding whistleblowing. First, 

religiosity plays a part in accounting students’ willingness to whistleblow. Specifically, those 

with greater religious beliefs will be more highly motivated to report fraudulent activities. 

Second, accounting students who are prone to taking risks will be more likely to whistleblow. 
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Third, financial incentives aid in motivating accounting students to report organizational 

wrongdoings.  The following sections include studies that offer support of these hypotheses. The 

study introduced in section III will test these hypotheses. 

Religiosity 

Multiple factors effect individuals’ willingness to blow the whistle on fraud, especially 

when doing so comes with potential consequences. The idea that religiosity can affect the 

likeliness a person will whistleblow hasn’t been researched nearly as much as other motivational 

factors. However, some researchers have argued that “the most serious whistleblowing cases 

involve a level of moral sensitivity that approaches religious proportions” (Avakian & Roberts, 

2011). Further, religiosity often fosters levels of morality to help one decide between what is 

right and wrong (Avakian & Roberts, 2011). Therefore, if an accounting student observes 

fraudulent acts it will most likely trigger his/her moral reasoning that this is wrong and should be 

reported.  

 Stephanos Avakian and Joanne Roberts (2011) produced “Whistleblowers in 

Organisations: Prophets at Work?” as an interesting correlation between religious prophets and 

individuals who report fraud. The article hinges on the idea that “the work of the prophets 

contains underlying similarities with the actions of whistleblowers who oppose secret deceitful 

tactics as well as explicit immoral actions” (2011). Religious prophets worked to denounce 

wrongdoings in the world and push religious ideologies on others to encourage living truthfully. 

Although whistleblowers do not report fraud for purely religious reasons, they do often do so to 

put an end to acting unethically. Avakian and Roberts (2011) go on to argue that whistleblowers 

and prophets both work towards upholding morality by making decisions that will benefit 

society.  
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In a 1988 survey done by the New York Times, results showed the profile of an average 

whistleblower to be “a 47-year-old family man who has been a conscientious employee for seven 

years and who has strong belief in universal moral principles” (Grant, 2002). Further, Grand 

(2002) offers that “whether or not self-sacrificial whistleblowers think of their motivation in 

religious terms, the quality of their action is of these proportions”. The idea is that the level of 

moral dedication required to follow through with blowing the whistle on fraud is comparable to 

the level of moral dedication in religious cultures.  

The above discussion relies on the fact that religion does not necessarily correlate to 

willingness to blow the whistle, but rather that highly religious individuals emphasize morality 

and see it as their responsibility to report wrongdoing. Officially: 

Hypothesis I: When observing fraudulent activity, accounting students who rate their 

religiosity as a 5 or above on a 9-point scale will be more likely to blow the whistle on fraud 

since high religiosity often correlates to higher moral reasoning.  

Risk Propensity  

 Whistleblowing comes with many risks that often deter individuals from reporting 

unethical behavior. For example, many fear employer retaliation, loss of job, or loss of friends 

when considering reporting organizational wrongdoing. Although research has provided much 

content on how these potential consequences can result in deterring people from whistleblowing, 

little research has been done to evaluate how risk propensity effects individuals’ willingness to 

blow the whistle.  

 In 4th century BC, Aristotle described courage as “a fine line between fear and audacity”. 

He further explained that courage is when individuals feel a justified fear yet continue to 

persevere for the good of society (Harbour & Kisfalvi, 2013). Even today, researchers see 
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courage as an ethical trait arising in the presence of risk (Sekerka & Bagozzi, 2007). Therefore, 

since whistleblowing often involves high levels of risk, those who follow through with reporting 

wrongdoing must have a great deal of courage and a high propensity for taking these risks. As 

pointed out in “Speaking Truth to Power: The Courageous Organizational Dissenter”,  the act of 

voicing wrongdoing is ultimately an act of courage (Matt & Shahinpoor, 2011). Individuals who 

report potential fraud must have enough courage to go against the status quo and stand up for 

what is right. Many weigh the potential harm they might endure to the potential benefits of 

blowing the whistle (Kumar & Santoro, 2017).  Then those who go through with reporting often 

do so because they view the potential benefit to society as greater than the risks involved. 

 One of the reasons whistleblowing can be so risky is because it is difficult to stay 

anonymous. When trying to prove witnessed unethical behavior, whistleblowers must act as 

informants and sometimes have no choice but to reveal their identity to do so (Jubb, 1999). This 

then introduces more potential consequences and takes an even greater deal of perseverance for 

one to follow through with blowing the whistle on fraud.  It takes individuals who have the 

“capacity to cope” with fears and potential consequences to successfully report wrongdoing 

(Mahoney, 1996). Although it may seem common sense to report unethical behavior, very few 

ultimately take on the insurmountable risks to do so.  

 Finally, lawmakers and regulators have worked to reduce the amount of risks involved in 

whistleblowing to further encourage individuals to speak up. This includes the ability to take 

reports directly to the SEC rather internally to the organization as well as reimbursements for 

attorney fees incurred during the reporting process (Latham & Watkins, 2010). Additionally, 

organizations are beginning to take steps to reduce the visibility of risk when reporting fraud by 

offering training programs that show reporting wrongdoing as a routine activity rather than a 
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risky one (Gentile, 2011). Although these protections are working towards reducing risks, many 

are still present when whistleblowing. Therefore, it will likely always take a high level of 

courage for a risk taker to report fraud.  

 Little research is available to determine whether risk propensity correlates to following 

through with whistleblowing. However, it is no secret that whistleblowing comes with many 

risks that can be hard to overcome. These risks ultimately hinder many from reporting fraud and 

require risk takers to stand up courageously and blow the whistle. The second hypothesis then 

defends the idea that risk takers are often the ones who report fraud. Officially: 

 Hypothesis II: When observing fraudulent activity, accounting students with a higher 

propensity for risk taking will be more likely to blow the whistle on fraud.  

Financial Incentive 

 Perhaps one of the largest motivators of whistleblowing is the monetary incentive offered 

to those who come forward to report fraud. Regulators have found that the easiest way to get 

informants to take on the potential risks of whistleblowing is to offer them financial incentives to 

do so (Andon, 2016). Ultimately, individuals have the ability to receive 10-30% of the recovered 

monetary sanctions from the case thanks to the Dodd-Frank Act of 2012. However, with the 

introduction of financial incentives also came the requirement that information offered up must 

be significant to the case for the individual to receive a payout (Latham & Watkins, 2010). Many 

researchers have found this new regulation highly interesting to research as they search for the 

effects it will have on whistleblowers.  

 Research seems a bit split on whether the introduction of financial incentives increases 

motivation for whistleblowing. For example, researchers Feldman and Lobel believe financial 

incentive has no effect on individuals’ willingness to whistleblow when the individuals already 



10 
 

see the issue as morally wrong (Andon, 2016). In these situations, stopping the ethical issue far 

out ways the potential profit a whistleblower could receive. Alternatively, Xu and Ziegenfuss 

found that any type of incentive is shown to increase willingness to whistleblow, but financial 

incentives are the largest motivators (Xu and Ziegenfuss, 2008). Further, it is found that money 

motivates individuals in potential fraud reporting cases when the potential payout is significant 

(Guthrie & Taylor, 2016). More specifically, internal auditors seem to be the most motivated by 

these financial incentives, especially when their moral reasoning levels are low (Xu & 

Ziegenfuss, 2008).  These incentives are also highly motivational when coupled with high 

protection or retaliation by employers.  

However, when financial incentives are offered by companies foster environments of 

high retaliation and little support for whistleblowers, individuals then fear taking the monetary 

reward, seeing it as the company “buying their silence” for reporting internally instead of 

externally (Guthrie & Taylor, 2016). Researchers have found an unfortunate trend where the 

introduction of financial incentives for reporting internally, leads to low employee trust levels 

with their employers (Guthrie & Taylor, 2016). Comparatively, financial incentives have the 

ability to introduce the motivational crowding theory that suggests that individuals who are 

willing to report fraud because they see it as an ethical violation could be crowded out by those 

focused on the potential monetary reward. The act of whistleblowing is then regarded as an 

economic transaction rather than an ethical report (Brink et al., 2013).   

Ultimately, financial incentives can be offered on an internal level by companies as well 

as on an external level by the SEC. The motivations for internal monetary rewards are centered 

around encouraging employees to report directly to management so the company can deal with 

the issue without dealing with potential external legal issues (Guthrie & Taylor, 2016). On the 
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other hand, the SEC offers the 10-30% payout to whistleblowers to incentivize those who fear 

reporting internally due to potential retaliation (Latham & Watkins, 2010). Interestingly, since 

the SEC implemented this bounty program, internal whistleblowing monetary rewards have 

increased from 8.6% in 2010 to 12.1% in 2016 (ACEF, 2016). This is most likely due to the fact 

that these companies now have a huge risk of employees reporting directly to the SEC, negating 

any chances of dealing with the issue before legal action is taken (Guthrie & Taylor, 2016).  

Now that financial incentives and whistleblowing seem to go hand in hand today, 

hypothesis three seeks to support the idea that these monetary rewards ultimately help motivate 

individuals to blow the whistle on fraud. This type of incentive even has the possibility of 

persuading individuals who may otherwise keep their mouths shut when observing fraud in fear 

of potential consequences. Officially:  

Hypothesis III: When observing fraudulent activity, the availability of a financial 

incentive will increase accounting students’ likeliness to blow the whistle on fraud. 

RESEARCH METHOD 

Experiment Design & Procedure  

 The experiment design manipulated the independent variables of levels of religiosity, risk 

propensity, and monetary reward against the dependent variable of motivation and willingness to 

report fraud. The purpose of the survey was to identify if individuals responded differently 

regarding intentions to report fraud based on differing levels of motivating factors.  

 The survey instrument was created by compiling scales from three different studies (See 

Appendix A for full instrument). First, levels of religiosity were surveyed using the scale 

provided by Tim Barnet, et. al (1996) in Religiosity, Ethical Ideology, and Intentions to Report a 

Peer’s Wrongdoing. The scale included rating three religious statements on a 9-point scale with 
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1 being “Completely Disagree” and 9 being “Completely Agree”. Next, risk propensity levels 

were measured on the same 9-point scale using a survey technique from Measuring an 

Individual’s Tendency to Take Risks: The Risk Propensity Scale by Ree M. Meertens, et. al. 

(2008).  Finally, the survey instrument used the case from Paul Andon, et. al (2016) in The 

Impact of Financial Incentives and Perceptions of Seriousness on Whistleblowing Intention. The 

case provided a hypothetical whistleblowing situation where the survey participant reads the 

situation and indicates how likely he/she is to report the incident.  

The four-phase study begins with phase one that provides instructions for the accounting 

students. Each student takes on the fictitious role of a certified public accountant (CPA) at 

AgFoods Inc.  This phase also includes information on the purpose of the survey as well as what 

is expected of each student.  

 The second phase is focused on collecting personal information from each accounting 

student. First, the student must rate three religious statements on a scale of 1 to 9 where 1 means 

indicates they “Completely Disagree” with the statement and 9 means they “Completely Agree”. 

These statements include how religious the student is, how important religion is, and whether the 

student believes in God. Second, the students rate 7 statements regarding risk on a 1 to 9-point 

scale where 1 means they totally disagree and 9 means they totally agree. These statements 

include how safe the student is, whether the student takes risks with their health, etc. The full list 

of personal information rating statements can be found in Appendix A.  

 The third phase of the survey includes background information on the act of 

whistleblowing. For each student to effectively understand the following situation provided in 

the survey, a summary of the effects of whistleblowing in necessary. This section includes 
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information such as the definition of whistleblowing as well as the potential monetary rewards 

available to those who successfully report fraud.  

 The fourth and final phase of the survey provides company facts on a fictitious situation 

taking place at AgFoods Inc. The situation includes the student recognizing fraudulent 

accounting entries on the books of the company. This is the phase where financial incentive is 

then manipulated. In one survey, students will be informed of a potential $50,000 monetary 

reward they could receive for reporting the fraud to the SEC. The second version of the survey 

omits this information in order to see if students would still follow through with reporting the 

fraud without the incentive of financial gain. In each survey the student are then asked to rate the 

likelihood that they would report the fraud to the SEC on a 9-point scale where 1 is extremely 

unlikely and 9 is extremely likely. The final task is for students to answer a few demographic 

information questions to better understand the makeup of the surveyed group.  

RESULTS 

Participants 

 The original survey population consisted of twenty-two graduate accounting students 

from Texas Christian University. A total of sixteen men and six women participated in the 

survey, the majority of which identified as Christians and Catholics between the ages of 22-25 

years old. However, two men and two women failed manipulation checks embedded into the 

survey and were therefore removed from the study’s sample. Further, participation was 

voluntary, and the results were kept confidential. The decision to survey only graduate students 

was made as these individuals would have all completed an ethics course as well as have broader 

understanding of the SEC and the act of whistleblowing.  
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Manipulation Check 

 Phase 2 required participants to rate three statements of religiosity on a scale of 1-9 as 

well as seven statements of risk propensity on the same scale of 1-9. To appropriately compare 

the results of the entire survey, it was important that all participants score each statement. 

Therefore, any participants whom left a statement without a score, in turn failed the manipulation 

check. As previously mentioned, two males and two females left statements unscored and were 

subsequently removed from the populations and their results are not included in the following 

sections.  

Hypothesis Testing 

 The first hypothesis measured participants’ level of religiosity: When observing 

fraudulent activity, accounting students with high levels of religiosity will be more likely to blow 

the whistle on fraud. Participants scored three statements of religiosity on a 9-point scale with 1 

indicating they “Completely Disagree” and 9 indicating they “Completely Agree”. The first 

statement indicated: “I am very religious”. The second statement indicated: “My religion in very 

important to me”. The final statement indicated: “I believe in God”. Statements 2 and 3 received 

high average scores of 7.3 and 8.6 respectively. However, statement 1 scored an average of 5.6, 

ranging the full scale of 1-9, begging the conclusion that although the participants may believe 

religion is important or they may believe in God, not all participants considered themselves to be 

very religious. Therefore, focus was placed on scores from this third statement to get an overall 

gage of each student’s religiosity level. It was determined that scores 1-3 correlated to “Not Very 

Religious”, scores 4-6 correlated to “Moderately Religious” and scores 7-9 correlated to “Very 

Religious”.  
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 These scores were compiled with their associated responses regarding whether the 

student would report the fraud they witnessed as part of the hypothetical case in phase 4 

internally to company management or externally to the SEC. Then a two-sample independent t-

test was completed comparing religiosity levels with reporting internally as well as externally. 

The first test looked at the results of reporting internally and found a p-value of 0.812, which is 

not significant at the p < 0.05 level. The second test looked at the results of reporting externally 

to the SEC and found a p-value of 0.714, again not significant at the p < 0.05 level. Therefore, 

the hypothesis cannot be rejected and no correlation between religiosity levels and willingness to 

report fraud can be concluded. Exhibit 1 presents the results of this hypothesis in graphical 

terms.  

Exhibit 1: Hypothesis 1 – Religiosity  

 

The second hypothesis measured levels of participants’ risk propensities: When 

observing fraudulent activity, accounting students with a higher propensity for risk taking will be 

more likely to blow the whistle on fraud. To measure risk propensity, Phase 2 required 

participants to respond to seven statements on a 9-point scale where 1 indicated they “Totally 
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Disagree” and 9 indicated they “Totally Agree”. Statement 1 indicated: “Safety first”. Statement 

2 indicated: “I do not take risks with my health”. Statement 3 indicated: “I prefer to avoid risks”. 

Statement 4 indicated: “I take risks regularly”. Statement 5 indicated: “I really dislike not 

knowing what is going to happen”. Statement 6 indicated: “I usually view risks as a challenge”. 

Statement 7 indicated: “I view myself as a…”, with a score of 1 representing “Risk Avoider” and 

a score of 9 representing “Risk Seeker”.   

 To accurately calculate a mean score, statements 1, 2, 3 and 5 were to be reversed scored. 

Once completed, average scores were aggregated from all seven statements for each student. 

These averages ranged from 2 to 7 with a mean of 4.0, showing overall low levels of risk 

propensity. Two independent two-sample t-tests were performed once again comparing these risk 

levels with the participants’ willingness to report the fraud witness in the hypothetical case 

offered in Phase 4. These two tests yielded p-values of 0.680 and 0.318 respectively, once again 

neither being significant at the p < 0.05 level. Therefore, the proposed hypothesis cannot be 

rejected and no correlation between risk propensity and reporting fraud internally or externally 

can be determined. Graphical representation of these findings are presented in Exhibit 2 below.  

Exhibit 2: Hypothesis 2 – Risk Propensity 
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The third hypothesis measured the dependent variable of participants’ monetary 

motivation: When observing fraudulent activity, the availability of a financial incentive will 

increase accounting students’ likeliness to blow the whistle on fraud. This was indicated by six 

of the surveys including information of a potential $50,000 reward for reporting fraudulent 

information (Appendix A) while the other 12 offered no such financial incentive (Appendix B). 

Two independent two-sample t-tests were completed comparing participants’ likeliness to report 

fraud internally v. externally yielding p-values of 0.141 and 0.195 respectively. Once again 

neither being significant at the p < 0.05 level, making it unable to reject the hypothesis. 

Therefore, no correlation can be confirmed between offering a financial incentive and reporting 

witnessed fraudulent activity. Exhibit 3 offers graphical representation of these results below.  

Exhibit 3: Hypothesis 3 – Financial Incentive 
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CONCLUSION 

Analysis 

 Hypothesis I stated: When observing fraudulent activity, accounting students with high 

levels of religiosity will be more likely to blow the whistle on fraud. The results of the survey 

yielded hypothesized results when choosing to report internally but yielded opposite results when 

choosing to report externally. This could be attributable to the fact that many students identified 

as Catholic. The Catholic faith often indoctrinates members at a very young age, that issues with 

or about the church need to be kept and handled within the church. Therefore, this behavior 

could be repeated in the business world and make Catholic individuals more likely to report 

potentially fraudulent activities internally to management rather than externally to the SEC. 

Hypothesis II stated: When observing fraudulent activity, accounting students with a 

higher propensity for risk taking will be more likely to blow the whistle on fraud. Observing the 

results from the 18 collected surveys, results were inconsistent with the proposed hypothesis. 

Many students who rated highly on the scale of taking risks also scored low on willingness to 

report witnessed fraud. This could be because the survey instrument did not include any 

information on the possible consequences that could result from whistleblowing. If these 

individuals knew the possibilities of retaliation, job loss, loss of friends, etc, the results may have 

turned out more consistent with the hypothesis.  

Hypothesis III stated: When observing fraudulent activity, the availability of a financial 

incentive will increase accounting students’ likeliness to blow the whistle on fraud. Comparing 

the whistleblowing intentions of those who had a financial incentive v. those who did not, 

resulted in opposite outcomes than expected. An explanation for these unexpected results could 
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be attributed to the fact that students may see the financial incentive as a selfish motivation for 

reporting wrongdoing. As the media often portrays whistleblowers as greedy individuals who 

report fraud just to collect a paycheck, students may be hesitant to report fraudulent activity in 

fear that they may also be seen in this light.  

Although each hypothesis yielded results opposite of the proposed hypotheses, the p-

values of the t-tests for each were all greater than 0.05. Therefore, these p-values are statically 

insignificant, and the hypothesis cannot be supported. Ultimately, the study cannot conclude that 

religiosity, risk propensity, or financial incentive influence students’ willingness to report fraud.  

Limitations 

 It is important to recognize that this survey had some limitations. First, the original 

population consisted of 22 students, but 4 students failed the manipulation check, and therefore 

only 18 survey were viable to quantify for results. Additionally, due to the limited amount of 

time to create and conduct the survey, only one graduate accounting class at Texas Christian 

University was surveyed. Given more time, this study could be expanded to other demographics 

that could potentially yield clearer results. Further, surveying individuals outside of the 

university may provide more variability in religious beliefs and risk propensity levels. Finally, 

the survey had to be conducted on paper with a hypothetical fraudulent situation. With more 

resources available, the study could allow participants to witness a staged fraudulent event with 

the possibility of receiving a small, real financial incentive if they decide to report the incident. 

This may make the situation more life-like and lead individuals to respond more closely with 

how they would in real life.  
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Future Research 

The results of the survey identified what future research could be helpful. The most 

variability within the survey occurred between whether students would report the witnessed 

fraudulent activity internally to management or externally to the SEC. This could indicate that 

there are different motivations behind an individual reporting internally v. externally. Although 

the Dodd-Frank Act of 2010 specifically intended to help motivate individuals to report 

externally, the fear of employees doing so encouraged many companies to better their internal 

whistleblower programs to encourage individuals to report to management first before going 

externally and bringing on hefty lawsuits and potentially negative publicity. Therefore, the main 

motivating factors the SEC program has to offer is the potential of large monetary rewards and 

protection from retaliation. Yet, reporting internally to management could get the employee a 

promotion, or a raise, or high regard for keeping the integrity of the company intact. If employers 

can continue researching what motivates individuals to speak up when witnessing fraudulent 

activity, they can implement programs geared towards these motivating factors to encourage 

employees to whistleblow internally.  

 Future research may also focus on the varying levels of financial incentives offered to 

individuals who report fraud. This study only researched whether offering a financial incentive 

would yield different results in whistleblowing versus not offering any financial incentive. In-

depth research on this topic has the potential to uncover a threshold of which individuals are 

willing to whistleblow if the monetary reward exceeds it. Although money can often be a 

motivator in a capitalistic society, the risks that come with whistleblowing may outweigh small 

financial rewards. However, these risks could potentially be worth it if the whistleblower 

receives a great amount of money in return.  
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 Ultimately, the positive effects of whistleblowing has been proven in cases such as 

Enron, Pfizer and many others. Therefore, continuing to identify behavioral traits motivating 

individuals to speak up and report fraudulent activity, whether internally to management or 

externally to the SEC, is increasingly important.   
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APPENDEX A: INSTRUMENT – NO FINANCIAL INCENTIVE 

Phase 1: Your Instructions  

Assume you are a certified public accountant (CPA) employed as a senior accountant within the 

accounting department of AgFoods Inc., a public company in the business of grain marketing 

and exporting.   

Phase 2: Personal Information   

Please read each statement carefully. Then indicate the extent to which you agree or disagree by 

placing in front of the statement the number corresponding to your feeling, where: 

 1 = Completely disagree 4 = Slightly disagree   7 = Moderately agree 

 2 = Largely disagree  5 = Neither agree nor disagree 8 = Largely agree 

 3 = Moderately disagree 6 = Slightly agree   9 = Completely agree 

____  I am very religious. 

____  My religion is very important to me. 

____  I believe in God.  
 

Please indicate the extent to which you agree or disagree with the following statement by putting 

a circle around the option you prefer. Please do not think too long before answering; usually your 

first inclination is also the best one. 

1. Safety first. 

 

        

        

        

        

 

 

 

2. I do not take risks with my health. 

 

        

        

        

        

 

 

7 

Totally 

disagree 

 

 

 

9 8 6 

 

5

5 

4 1 3 2

2 
Totally 

agree 

7 

Totally 

disagree 

 

 

 

9 8 6 

 

5

5 

4 1 3 2

2 
Totally 

agree 
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3. I prefer to avoid risks. 
 

        

        

        

        

 

  

 

4. I take risks regularly. 

 

        

        

        

        

 

  

 

5. I really dislike not knowing what is going to happen.  
 

        

        

        

        

 

  

 

6. I usually view risks as a challenge. 
 

        

        

        

        

 

  

 

7 

Totally 

disagree 

 

 

 

9 8 6 

 

5

5 

4 1 3 2

2 
Totally 

agree 

7 

Totally 

disagree 

 

 

 

9 8 6 

 

5

5 

4 1 3 2

2 
Totally 

agree 

7 

Totally 

disagree 

 

 

 

9 8 6 

 

5

5 

4 1 3 2

2 
Totally 

agree 

7 

Totally 

disagree 

 

 

 

9 8 6 

 

5

5 

4 1 3 2

2 
Totally 

agree 
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7. I view myself as a…  
 

        

        

        

        

 

  

 

 

Phase 3: Background Information 

Whistleblowing is the act of vocalizing to superiors or the authorities that the organization you 

work for is doing something immoral or illegal.  

Under current law, there are no provisions for paying financial rewards to individuals who 

volunteer original information to the US Securities and Exchange Commission (SEC) that result 

in monetary sanctions against the offending company.  

Phase 4: Company Facts 

One evening, while working late on a set of files to meet a reporting deadline, you discovered 

information indicating that the financial controller of AgFoods has made a series of accounting 

entries recognizing fictitious revenue totaling $500,000. After being unable to find any 

supporting documentation, you raised the matter with the financial controller who was 

dismissive of your concerns. It is clear to you that these entries have caused AgFoods to 

materially misrepresent it reported earnings. Based on recent cases, you expect that the SEC 

would impose sanctions in the form of a fine of approximately $500,000 if the company is 

investigated and found guilty of fraudulent financial reporting.  

AgFoods has a dedicated hotline in place for employees to report any concerns regarding 

accounting, auditing and internal control matters in a confidential and anonymous manner.  

 

What is the likelihood that you will report the $500,000 to the company’s internal hotline?  

        

        

        

        

 

  

 

7 

Risk 

avoider 

 

 

 

9 8 6 

 

5

5 

4 1 3 2

2 
Risk 

seeker 

Extremely 

unlikely 

 

 

 

7 9 8 6 

 

5

5 

4 1 3 2

2 
Extremely 

likely 
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What is the likelihood that you will report the $500,000 to the SEC? 

        

        

        

        

 

 

Phase 5:  

 

Demographic Information  

 

What is your gender? (circle one) 

Male   Female   prefer not to respond  

 

How old are you? (circle appropriate range) 

<18  19-21  22-25  26+ 

 

What year are you in school?  (circle one) 

Freshman  Sophomore  Junior  

 

Senior   Other (please specify) __________ 

 

 

How many accounting classes have you completed?  

 

 

_______ 

 

Have you had an accounting internship? (circle one) 

Yes   No 

Extremely 

unlikely 

 

 

 

7 9 8 6 

 

5

5 

4 1 3 2

2 
Extremely 

likely 
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Have you taken an ethics course? (circle one) 

Yes   No 

 

What is your religious affiliation? (circle one) 

Christian Catholic Jewish  Hindu  Muslim Unaffiliated 

 

Other (please specify) _______________________  prefer not to respond 
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APPENDEX B: INSTRUMENT – FINANCIAL INCENTIVE 

Phase 1: Your Instructions  

Assume you are a certified public accountant (CPA) employed as a senior accountant within the 

accounting department of AgFoods Inc., a public company in the business of grain marketing 

and exporting.   

Phase 2: Personal Information   

Please read each statement carefully. Then indicate the extent to which you agree or disagree by 

placing in front of the statement the number corresponding to your feeling, where: 

 1 = Completely disagree 4 = Slightly disagree   7 = Moderately agree 

 2 = Largely disagree  5 = Neither agree nor disagree 8 = Largely agree 

 3 = Moderately disagree 6 = Slightly agree   9 = Completely agree 

____  I am very religious. 

____  My religion is very important to me. 

____  I believe in God.  
 

Please indicate the extent to which you agree or disagree with the following statement by putting 

a circle around the option you prefer. Please do not think too long before answering; usually your 

first inclination is also the best one. 

1. Safety first. 

 

        

        

        

        

 

 

 

2. I do not take risks with my health. 
 

        

        

        

        

 

 

7 

Totally 

disagree 

 

 

 

9 8 6 

 

5

5 

4 1 3 2

2 
Totally 

agree 

7 

Totally 

disagree 

 

 

9 8 6 

 

5

5 

4 1 3 2

2 
Totally 

agree 
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3. I prefer to avoid risks. 
 

        

        

        

        

 

  

 

4. I take risks regularly. 

 

        

        

        

        

 

  

 

5. I really dislike not knowing what is going to happen.  
 

        

        

        

        

 

  

 

6. I usually view risks as a challenge. 
 

        

        

        

        

 

  

 

7 

Totally 

disagree 

 

 

 

9 8 6 

 

5

5 

4 1 3 2

2 
Totally 

agree 

7 

Totally 

disagree 

 

 

 

9 8 6 

 

5

5 

4 1 3 2

2 
Totally 

agree 

7 

Totally 

disagree 

 

 

 

9 8 6 

 

5

5 

4 1 3 2

2 
Totally 

agree 

7 

Totally 

disagree 

 

 

 

9 8 6 

 

5

5 

4 1 3 2

2 
Totally 

agree 
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7. I view myself as a…  
 

        

        

        

        

 

  

 

 

Phase 3: Background Information 

Whistleblowing is the act of vocalizing to superiors or the authorities that the organization you 

work for is doing something immoral or illegal.  

Under current law, individuals who volunteer original information to the US Securities and 

Exchange Commission (SEC) will receive a financial reward of 10% of total sanctions collected. 

Phase 4: Company Facts 

One evening, while working late on a set of files to meet a reporting deadline, you discovered 

information indicating that the financial controller of AgFoods has made a series of accounting 

entries recognizing fictitious revenue totaling $500,000. After being unable to find any 

supporting documentation, you raised the matter with the financial controller who was 

dismissive of your concerns. It is clear to you that these entries have caused AgFoods to 

materially misrepresent it reported earnings. Based on recent cases, you expect that the SEC 

would impose sanctions in the form of a fine of approximately $500,000 if the company is 

investigated and found guilty of fraudulent financial reporting.  

AgFoods has a dedicated hotline in place for employees to report any concerns regarding 

accounting, auditing and internal control matters in a confidential and anonymous manner.  

 

What is the likelihood that you will report the $500,000 to the company’s internal hotline?  

        

        

        

        

 

  

 

 

7 

Risk 

avoider 

 

 

 

9 8 6 

 

5

5 

4 1 3 2

2 
Risk 

seeker 

Extremely 

unlikely 

 

 

 

7 9 8 6 

 

5

5 

4 1 3 2

2 
Extremely 

likely 
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What is the likelihood that you will report the $500,000 to the SEC? 

        

        

        

        

 

 

Phase 5:  

 

Demographic Information  

 

What is your gender? (circle one) 

Male   Female   prefer not to respond  

 

How old are you? (circle appropriate range) 

<18  19-21  22-25  26+ 

 

What year are you in school?  (circle one) 

Freshman  Sophomore  Junior  

 

Senior   Other (please specify) __________ 

 

How many accounting classes have you completed?  

 

 

_______ 

 

Have you had an accounting internship? (circle one) 

Yes   No 

 

 

Extremely 

unlikely 

 

 

 

7 9 8 6 

 

5

5 

4 1 3 2

2 
Extremely 

likely 
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Have you taken an ethics course? (circle one) 

Yes   No 

 

What is your religious affiliation? (circle one) 

Christian Catholic Jewish  Hindu  Muslim Unaffiliated 

 

Other (please specify) _______________________  prefer not to respond 

 


