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ABSTRACT

Frauds represent large losses to the global econandy one of the main means for their
containment is by means of denunciations withinaaigations: whistle blowing. This
research aims to analyze whistle blowing within #Beazilian context, considering the
influence of costs and intrinsic benefits as wellagpects of the individual's interaction with
his/her organization, profession and society afdaBy means of a questionnaire answered by
124 accountants, a multilevel model was appliedatalyze these aspects. The results
demonstrate the importance of situational aspestsa apositive influence in favor of
denunciations. These results are useful for orgéioizs and regulatory institutions in
developing institutional mechanisms to encourageudeiation. Moreover, the results are
also useful for teachers of professional ethics aranbers of the Federal and Regional
Accounting Councils, which are dedicated to theessient of alleged deviations from the
professional code of ethics.
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1 INTRODUCTION
he act by which members or former members of aaiterbrganization

denounce illegal, immoral or illegitimate practicesnducted by another
person to people or competent entities is knowwlaistle blowing (NEAR;
MICELI, 1985). Thus, this mechanism is not only alternative route of
“voice” for employees in their workplace (BRIABt al, 2012), but also an
efficient way for an organization to keep exertemial control in order to
prevent and detect unethical conduct (TAYLOR; CURT2010).

Interesting examples of the importance of whisttesMing in the corporate world date
back to the cases of Enron and WorldCom, which iwedun 2002 and led to the publication
of the Sarbanes-Oxley Law (SOX), which in turn rieggh the implementation of a formal
denouncing channel for all business companies edvby the scope of the law, aimed at

strengthening corporate governance mechanisms.

It is noteworthy that despite research studies bistie blowing not being recent (major
studies date back to the 1980s), the internatiditedature in the area focuses almost
exclusively on the analysis of personal aspectd siscthe individual's commitment to the
profession (KAPLAN; WHITECOTTON, 2001; TAYLOR; CURS, 2010) and the company
(BECKER, 1992; BECKER; BILINGS, 1993; TAYLOR; CURS] 2010), as well as his/her
position on the aspects regarding society and th#iginterest (LUKACSet al, 2012).
These aspects have as their main characteristifatiethat they are kept constant by the

individuals.

However, specific characteristics of the offensey also exert an important influence
on the denunciation (MESMER-MAGNUS; VISWESVARAN, @). Robinson, Robertson
& Curtis (2012) noted, however, that to date, ditis known about the effects of contextual

attributes on the decision to denounce.

Another common practice in research on whistle blgws focusing on the Anglo-
Saxon context. Bashiet al (2011) noted that certain elements of nation#luoel can also
interfere. Thus, it is clear that much remains ¢éoédxplored in other national contexts. In
Brazil, for example, when the peculiarities of thaional culture are taken into account (e.g.
“jeitinhd’, cordiality and personalism), it has been sugggksihat denunciation may in fact not

be the natural course in organizations.

BBR, Vitoria, v. 11, n. 5, Art. 2, p. 24 - 48, smit. 2014 wawbronline.com.br



Does the Occasion Justify the Denunciation?:
a Multilevel Approach for Brazilian Accountants
26

From this perspective, this study aims to analieeimpact of situational aspects in the
practice of whistle blowing in the Brazilian conteXherefore, a multilevel approach that
seeks to analyze situational intrinsic incentiviest twould drive the individual to decide in
favor of denunciation is employed, as well as tenitfy how the relationship between the
individual and the conjunctural scenario affects/er decision to denounce. This
methodological approach has been increasingly irsélte field of Administration (HITTet
al., 2007; GOLDZMIDT; BRITO; VASCONCELOS, 2007; FAVER 2008).

2 THEORETICAL BACKGROUND

Whistle blowing may be seen as a procedural meshgnin which the first process
begins when the individual is faced with a suspisibehavior and evaluates the possibility of
such behavior being fraudulent. When this evalmai® positive (in this case, when the
individual actually classifies the behavior as edy@ansible), the individual is then directed to
the second process: the decision to denounce (9r the observed behavior (NEAR;
MICELI, 1985, 1996).

In this section, the theoretical framework useddwelop the research will be presented.
In Section 2.1, important results presented inlitegature are analyzed, emphasizing how
personal aspects are widely recognized as an iangdi@ctor in the decision making process
to denounce. In section 2.2, the main argumenhefatticle is presented by explaining the
process through which the situational aspects enite the interest in denouncing by the
alleged whistle-blower and, more specifically, tbke that the intrinsic costs and benefits can

have.

2.1 THE INFLUENCE OF INDIVIDUAL ASPECTS IN DENUNCIAION

The work developed in international literature destoates that the rules that dictate
and regulate certain social relations can sigmtigaaffect the choices of individuals
(CIALDINI et al, 199; ROBINSON; O'LEARY-KELLY, 1998; TAYLER; BLOOMIELD,
2011). For whistle blowing, studies show that valea such as the relationship of individuals
with their organization, with norms of their prodésn and of society as a whole might
influence the alleged complainant towards the ptaie of the offender (i.e., not denouncing)
or pursuing his/her punishment (HOLLINGER; CLARK98B; NEAR; MICELI, 1996;
KEENAN, 1990; MESMER-MAGNUS; VISWEVARAN, 2005).

The behavior of co-workers (BRASS; BUTTERFIELD; S&&S, 1998) and
especially of superiors (SMITH; SIMPSON; HUANG, Z00provides a number of
constraints and opportunities that, in combinatwath individual characteristics and with
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27 Fajardo, Cardoso

different organizational contexts, help to explaine (anti)ethical behavior. In the
organizational environment, the individual may leeneitted to his superior, to his closest
co-worker and the very organization itself (BECKER92). Bilings & Becker (1993)
identify that the individual commitment can occumn ilocal (co-workers) or global
(organization) terms. Thus, the trade-off formatisrhighlighted, in which co-workers and
the organization are arranged as two extremescohanuum, and the individual will choose
between protecting one of the two sides (TAYLOR;ROUS, 2010). Thus, the denunciation
would tend to occur in organizations where the wéklower perceives a high congruence
between his/her personal values and the valuelBeobitganization (NEAR; MICELI, 1985,
1996).

Still regarding the importance of the commitmengydr & Allen (1997) insert another
important aspect: the individual's commitment t@/her profession, i.e., sharing personal
values with the values preconized by his/her acaddammation. Kaplan & Whitecotton
(2001) have identified that the professional idgns positively related to the perception of
the responsibility to denounce identified unethiaats. Borges & Medeiros (2007), while
analyzing the case of Brazilian accountants, hawghlighted the relationship between
professional commitment and ethical aspects. Carddendonga Neto & Oyadomari (2010)
show evidence of different professional postureth®y Brazilian accountant and all others.
The ethical standards of professional conduct awgally implicitly or tacitly determined
(FLYNN; WILTERMUTH, 2010), making it difficult formembers of organizations to
accurately identify what types of behaviors arelwagarded or welcomed in the profession
(TREVINO, 1986).

The denunciation involves a conflict between theleyee's loyalty and the protection
of the public interest (LUKAC®t al, 2012). The denunciation also plays a social, silee,
if the denounced fraud is properly investigated siogpped, the members of the organization,
its stakeholders and the entire society tend tefiteinom this interruption (MICELI; NEAR;
SCHWENK, 1991). Rainey & Steinbauer (1999) and yé&rHondeghem (2008) consider
this altruistic motivation as a public motivatidmat would influence an individual's decisions
toward ethical behavior. This factor would leadiwdials to compare their personal values
and those of the organization, analyzing whethex #xercise of their role provides
opportunities to satisfy their willingness to corgde with society (STEIJN, 2008; WRIGHT;
PANDEY, 2008). Thus, more specifically, the deaisi® denounce could be altruistically
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motivated by the individual in order to serve th&erests of the community in which he/she is

inserted.

2.2 CIRCUMSTANTIAL ASPECTS: THE COSTS AND BENEFITSOF THE
DENUNCIATION

Even though the importance of the personal aspedtse decision making process of
the denunciation has already been widely demouestiat the literature (as denounced in the
previous section), it is noteworthy that certaimatéges of the offense may also exert an
important influence (MESMER-MAGNUS; VISWESVARAN, 26). Robinson, Robertson
and Curtis (2012) noted, however, that, to datie is known about the effects of contextual
attributes on the decision to denounce. It wilkéfere be interesting to consider a second unit
of analysis: the situational level. From this pedje, the first hypothesis of the study
emerges, which provides the basis for the subse¢@umepirical hypotheses to be developed:

H1. The determination to denounce an offense idamgu not only by personal

characteristics (level 2), but also by situatiomapects (level 1).

Based strictly on the standpoint of making pureltional decisions, the denunciation
will take place when the personal benefits excéedprivate costs. The individual identifies
the need to denounce the identified activity bygheig the costs and benefits of the possible
denunciation for the organization, the fraud agamd the complainant him/herself (RAPP,
2007). In this perspective, the incentive struct(oests and benefits) experienced by the
alleged complainant may be briefly divided into teadegories: extrinsic and intrinsic.

Extrinsic benefits are represented by rewards edfdry companies to the complainant.
In certain contexts, for example, the denunciaisoseen as a reputable practice, able to bring
glory and fame to the complainant (FAUNCE; JEFFER®807). Not infrequently the
complainants also face significant costs when cdingog denounce misconduct. Extrinsic
costs are associated with any type of punishmelassr(material or reputational) imposed on
the complainant by the company or by other agentsh( as co-workers). Although whistle-
blowers are sometimes protected by “anti-retaliétitaws and/or regulations, in practice
however, cases in which complainants bear a nuwmibeegative consequences as a result of
their actions are constant (LUKAGS al, 2012). The complainants are frowned upon within
organizations, possibly facing retaliation from @dirties involved, either directly from their
co-workers or the company's high management (PARMEHR NEAR; JENSEN, 1982,
JOS; TOMPKINS; HAYS, 1989).
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It should be noted that research on whistle blowiag had its focus primarily on the
structure of extrinsic incentives, showing how finel incentives and the possibility of
retaliation would affect the attitude of the indival. However, such studies have shown
unclear and/or inconclusive results (GREENBERG,1201

Intrinsic costs are related to self-imposed moegative effects by the complainant for
having made the denunciation, such as the discomhar constraint for having denounced an
offense committed by a close co-worker. On the roth@nd, the intrinsic benefits are
associated with the well being of having interraptan immoral or illegal activity that the
complainant deems serious or feels responsibletouhce, considering the effectiveness of
the denunciation to stop the fraudulent conductAREMICELI, 1985, 1996). At this point,
Benabou & Tirole (2006) identified that, when arzathg their role of utility, individuals take
into account the image that their decision will wey about themselves (to themselves and
others). Moreover, Sims & Keenan (1998) and O’Fal& Butterfield (2005) found few
studies in literature that analyze the flaws thatividuals commit upon making a moral

judgment when evaluating certain situations.

Considering these intrinsic benefits and costs, vaoe hypotheses are developed to be

tested in this study:

H2. Occasions remitting individuals to a higher mlointensity lead to greater

determination in denouncing fraudulent acts.

H3. Occasions remitting individuals to a greatenstraint lead to lesser determination

in denouncing fraudulent acts.

3 METHODOLOGY
3.1 DATA COLLECTION AND QUESTIONNAIRE

To obtain the variables used in the study, a qomeséire consisting of three parts (as
shown in the Appendix) was applied. The first partrelated to the characteristics of the
respondents, aiming at understanding the profildhefanalyzed individuals. The second part
consists of statements to be judged by the respim@ecording to their degree of agreement.

In the third part, four scenarios were developeda@valuated by answering five questions.

The scenarios were developed emphasizing possitdeactions in the workplace that
could drive individuals to commit fraud, changingtito the offender and the motivations that
would drive him/her to commit the offense in eackrario. This procedure was adopted to

enable greater variability in the overall assesin@nthe scenarios performed by the
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respondents. Scenario A shows a fraud committed bg-worker in response to a request
from a high position in the organization. Thesddagould highlight the relationship between
the individual and his/her closer co-workers aslvesl the constraints associated to the
relationship with the superiors. Scenario B showsaad committed by a co-worker who
decides to practice the wrongful act at his/her @lh to personally benefit at the expense of
the organization, other co-workers and society.n8cge D resembles the characteristics of
scenario B, but it highlights a hierarchical supeds the offender. Scenario C describes a non
fraudulent and easy to analyze situation; this welsided in order to ensure that respondents
were reading and correctly interpreting the prodoseenarios; therefore, respondents who
considered scenario C as fraudulent had all timswars discarded.

3.2 PARTICIPANTS

A pilot test with 20 business administration postelpate students was conducted in
order to identify possible flaws in understandimgl &0 establish the average time required to
complete the entire questionnaire. After adjustsetite questionnaire was applied to 162
accountants in micro and small Brazilian privateegrises, in hard copy, during professional
development seminars organized by the Federal AdtioguCouncil (CFC). After excluding
guestionnaires in which the respondents considesednario C as fraudulent, 124

questionnaires were in fact analyzed.

The choice of such a group was motivated by thetfeat accountants have access to
varied and valuable information, which is essentiathe organization and enables contact
with fraudulent situations in the organizationahtxt. Moreover, since the profession is
regulated, in case the accounting professional doeslenounce a fraudulent act that he/she
is aware of, he/she shall be treated as an accoenpfi the offender, liable to punishment
(ALVES et al, 2007).

3.3 VARIABLES USED

The dependent variables used in this research siadthe “will” and “perseverance” to
denounce, as discussed by Taylor & Curtis (2016g Will (Voni attempts to identify the
will that the individual has to denounce certaiticats as fraudulent. Perseveran&er§
represents the level to which a person would bengito denounce the fraudulent act and see
the offender punished. The respondent should aisessriables for each scenario on a five-
point scale. The questions and the alternatives paesented in the third part of the
questionnaire. For such, the variable ‘determimatm denounce’@bs) was created, which
corresponds to the product of the variablesmt andPres After all, if the respondent has no
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desire to denouncevfnt = 0), it does not matter whether they would pegsevin the
denunciation, so the determination would be nuKkelise, if the respondent says that he/she
would not persevere with the denunciatiéters = 0), it does not matter if he/she wants to
denounce, since the determination would also ble @ulthe other hand, if the respondent has
an exacerbated desire to denoungent= 4), and would persevere to the extreferg= 4),
he/she is indeed determined to denou@es(= 16).

The explanatory variables of the model are diviged two levels. At the level of the
scenarios (level 1), two variables representing tsts and benefits involved in the
situational analysis of whether to denounce orametused. For the benefits, the variable used
is Moral Intensity (M), obtained by the individual's judgment as to teeriousness of the
fraud” and the “responsibility to denounce it". f8 the costs, the variable used is Constraint
(Cons}, which highlights the moral difficulties in denmzing a fraud within the organization.
The variables were measured for each of the prapssenarios and were then coded on a
scale between one to five points. The questionstlamalternatives are presented in the third

part of the questionnaire.

At the level of individuals (level 2), the variablaised enable the analysis of the
relationship of individuals with their organizatiotiheir profession and society as a whole.
These variables purport to explain the influencecohcerning aspects (inherent) to the
individual in his/her determination to denouncegamelless of the situation in which he/she
finds him/herself. The assertions to be judgedheyrespondents are presented in the second

part of the questionnaire.

The individual's relationship with the organizatismmeasured by the variable Local
Commitment (LC), a reflective latent variable ohtd through three questions arising from
the works of Aranya & Ferris (1984) and Jeffrey &¥ltherholt (1996), aiming at contrasting
the trade-off between the individual’s loyalty teetorganization and to his/her co-workers.
For Graham (1986), the denunciation will only ocduthe individual is more committed

(loyal) to the organization at the expense of bisvorkers.

The individual's relationship with his/her professiis measured by the variable
Professional Identification (IP), which is a latesariable obtained by means of four questions
arising from the professional commitment scale tged by Aranya, Amernic & Pollack
(1981) and widely used by previous studies, sucheffsey & Weatherholt (1996). It should

be noted that to better obtain this variable, riesessary to choose a particular profession for
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data collection; in the case of this research, walyae the behavior of the accounting

professional.

The relationship of the individual with society mseasured by the variable Public
Motivation (MP), a latent variable obtained throuigfe questions proposed by Kim (2005)
and defined as the individuals’ altruistic motieatito serve the interests of the community in
which they are inserted (RAINEY; STEINBAUER, 199ERRY; HONDEGHEM, 2008).

3.4 MULTILEVEL MODEL

Most data that are studied in social sciencesrara phenomena naturally arranged in
a hierarchical or nested fashion, in which the scisj belonging to the same group share a set
of stimuli that favors homogeneity (RAUDENBUSH; BRY2002). In this perspective, the
use of simple linear regression models becomedeatic, inflating the test statistics to be
evaluated. Alternatively, multilevel models are disalso called hierarchical linear model
(HLM).

Multilevel models are a generalization of regressinethods with the advantage of
taking into account the analysis of hierarchicalijuctured data (OCONNELL, 2002). Thus,
they not only identify the structural relationshipst also the residual variability occurring at
each level (GELMAN, 2006, p. 432-435), enabling dstablishment of a specific model to
express the relationship between variables withigiveen level and specifying how the
variables within this level influence the relatibis established at other levels (DRAPER,
1995, p. 115-147). For Hofmann (1997) the main athges of using hierarchical models are:
(i) recognition of the partial interdependence lesw individuals of the same group, while
separating the individual residues and the grotp;vérification of the variation of the

different levels in the outcome.

The hypotheses were tested using HLM, estimatemidyimum likelihood, on 2 levels:
scenarios (level 1) and individuals (level 2). Thpproach allows identifying the influence of
the level of the scenarios and the level of theviddals by estimating the variance within
and between the groups by means of a static mdtak, the evaluations are subject to the
dependence of responses (since it consists irrelffevaluations of the same individual), but

without dynamic correlation (since the evaluateghseios have no relation with each other).

The models test the hypotheses as recommended umeRaush & Bryk (2002). So,
initially, the Null Model was estimated - which gseo explanatory variable at any level - for

the dependent variable: Determination to Denour@esf. The analysis of this model is

BBR, Vitoria, v. 11, n. 5, Art. 2, p. 24 - 48, smit. 2014 wawbronline.com.br



33 Fajardo, Cardoso

essential in the multi-level approach, since frésnestimation, information is obtained on the
proportion of the variability at each level of ayss; i.e., the results of this model indicate
whether the use of the multilevel approach is appate or not. The null model for tt@bst

variable was estimated according to the equatiefmabfor levels 1 and 2. Finally, the entire

model is complete:
Level 1: Obst= o + rjj
Level 2:50; = yoo + Ug;
Combined Model: Obgt yoo + Iij + Ugj

For the modelObst; is the determination to denounce of respondemtsicenario iygo
is the average determination to denounce of gtlaedentsy; is the deviation of the scenario
I in relation to the average of the respondentterd@nation to denounce i deviation of

respondent j in relation to the average deternonat denounce of the respondents.

The second estimated model considered the indivicuarol variables (level 2): age,
gender and marital status. The age variable isiragmis, while the others were treated as

binary: gender (1. female, 0. male); marital stélusarried or cohabiting; 0. others.).

The third model input variables of individual cait(level 2) as evidenced in the
literature: Commitment Lo9cation(LC); Professiondéntification (IP); Public motivation
(MP). These variables were treated as continuodsagare centered around the mean of the

average responses of the individuals.

The fourth model considered the intrinsic situadilovariables (level 1). The variables
of level 1 ConstandIM) were centered around the mean level reportechéydspondents
themselves among the three proposed scenarios,dénosfying, how the variation in the
responses to each scenario varied according toetindent. The fourth model for the

determination to denounce is given by the followeggiations:
Level 1: Obst= foj + p1j%(Consf) + f2x(IM;;) +r1j
Level 2:80 = yoo + 701¥(LC;) + yo2x(IPj) + 703%(MP;) + posx(lday) + yosx(Fem)+yoex(Cag) + Uoj
1 =710

B2 =720
Combined ModeIObst,- =700t ’yledLQ + ’))02X|Pj + yogxMPj + yo4><(lda,-) + y05><(Ferr])+

yoex(Casg) + y10xConsj + y20xMljj + Ug; + rj;
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For the modelConstis the constraint of respondent j in scenaritM;is the moral
intensity of respondent j in scenarid_C is the degree of commitment to the organization of
respondent jjP is the professional identification of responden¥IP is the level of public
motivation of the respondent j. The rest of theialdes presented in the model follow the

definitions presented earlier.

Models 2 and 3 were not specified according torteguations with the purpose of
giving greater parsimony to the section; howeverisinoteworthy that its specification

follows the same principles of those developed auets 1 and 4.

4 RESULTS AND DISCUSSION
4.1 DESCRIPTIVE STATISTICS AND FORMATION OF VARIABES

Most respondents are men (64.5%). The number ofiedaor cohabiting respondents
constitutes the majority of the respondents (60.5%J most have children (56.5%). The
average age of the respondents was 37.6 yearsteansubjects did not report their ages.
Regarding the type of work, 54% of respondentsgoerfmanagement accounting functions
and 41.9% perform activities related to financiad@unting. Other highlighted activities were
managerial functions and audit activities, totad#g4%. This information is in Table 1.

For analysis of the latent variables’ compositiarConfirmatory Factor Analysis with
the aid of the SmartPLS software was performedmestd by the method of Partial Least
Squares (PLS).

TABLE 1 - DESCRIPTIVE STATISTICS OF RESPONDENTS

Questions Freq. %
Gender Male 80 64.5
Female 44 35.5
Marital Status Single 41 33.1
Married/Cohabiting 75 60.5
Divorced/Separated 7 5.6
Widowed 1 0.8
Have children? No 54 435
Yes 70 56.5
Work Type Management accounting 67 54.0
Financial accounting 52 41.9
Other 55 44 .4
Not Informed 10 8.1
Min 20
Age Max 65
Average 37.6
DP 10.2
N 124 100
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Of the indicators, only the one referring to peedoralues Yals) presented a low factor
and statistically non-significant loading, beingclexded from the analysis. The rest showed
high and statistically significant factor loadingBhe significance of the correlations was
obtained by means of the bootstrapping method, withousand iterations. The convergent
validity was confirmed by cross loadings tablesjoktshow high factor loadings in only one
of the constructs, in addition to the AVE (Averagje/ariance Explained) Root of each factor
being greater than 0.5. For the discriminating digli analysis, it was noted that the
correlations between the factors presented low egland, in addition, considering the
criterion of Fornell & Lacker (1981), it was notedall cases that the AVE Root was higher
than the values of the correlations. The reliabiitas perceived by the high values of CR
(Composite Reliability), all greater than 0.7, amigh Cronbach Alphas. The results are

shown in Table 2.

TABLE 2 - FACTORIAL LOADINGS OF INDICATORS

Assertive IP LC MP Ave. DP
| am proud to tell others that | am an account@mg(1) 0.87 4.5 0.9
| am very happy to have chosen to be an accou(fait) 0.73 4.3 0.9
I will fight to protect the reputation of my profgen (Repu) | 0.78 4.7 0.6
| am more committed to my organization than tovidlials
with whom | work (Comp) 0.75 2.6 1.6
| am more responsible for the success of my orgdioiz than
the individual success of my co-workers (Suce) 0.94 2.9 15
| identify more with my organization than with mg-c

0.82 2.8 15

workers (ldent)
Serving society is very important to me (Serv) 0.84 4.1 1.2

In my daily routine, | perceive the importance tfears to
carry out the different tasks that | perform (Impo)

To me, making a difference in society is more ini@atr than
my personal achievements (Dife)

I am willing to make huge sacrifices for the goddaciety
(Sacr)

| consider defending the rights of others valicgreif
sometimes it can hurt me (Dire)

0.81 3.1 1.4

0.56 4.1 1.2

0.75 3.3 1.2

0.52 3.4 1.2

Cronbach Alpha) 0.73 0.82 0.77
CR| 0.84 0.88 0.83

RootAVE| 0.8 0.84 0.71

Table 3 shows the correlation matrix of the vaeshlsed in the study, in addition to the
average and standard deviation of the variables.r&latively high correlations between the
binary variables of married respondents with cleifddepict this trend, which was confirmed
by a chi-square tesgZ = 100.9, df = 1). Additionally, there is a predoance of negative

correlations between the variable on Constraint @hér variables, providing evidence of a
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negative influence of such aspects on the denuogialhe high correlations between the

situational variables and the variables of the ddpat group also highlight its eventual

importance in explaining whistle blowing.

TABLE 3 - CORRELATION MATRIX AND DESCRIPTIVE STATIS TICS

Average DP | 1 2 3 4 5 6 7 8 9 10 11 12 13
Level 2
1. Gender| 0.35 0.48
2. Age 3453 14.17 -
3. Married| 0.60 049| - 0.24
4. 056 0.50| - 0.42 0.52
5.LC 276 129 - 0.01 -0.09 0.02
6. PI 450 0.66| - 0.07 0.06 0.13 0.05
7.PSM 361 0.89| - 0.06 -0.02 0.03 -0.09 0.22
Level 1
8.IM 428 090| - 0.07 0.03 0.08 0.04 -0.01 0.15
9. Grav 454 099| - 0.07 0.05 0.06 0.00 0.00 0.14 0.88
10. Resp 401 1.05|0.00 0.06 0.01 0.07 0.07 -0.02 0.12 0.89 0.58
11.Const | 240 1.30|0.05 - 0.01 0.06 -0.03 0.06 -0.12 -0.23 -0.13 -0.27
Dependent
12. Obst 9.24 521 - 0.11 0.03 -0.01 0.02 -0.01 0.08 0.60 0.45 0.62 -0.47
13. Vont 386 1.08| - 0.07 0.02 0.01 0.09 -0.03 0.10 0.73 0.57 0.71 -0.34 0.82
14. Pers 395 128] - 0.09 0.05 0.00 -0.03 -0.03 0.06 0.50 0.39 0.50 -0.44 0.87 0.58

Finally, it is important to analyze the specificacacteristics of the scenarios, according

to their descriptive statistics presented in Table

TABLE 4 - SCENARIO ASSESSMENT

Scenario A Scenario B Scenario D

Average DP Average DP Average DP
IM 4.24 0.89 4.23 0.94 4.36 0.87
Resp 3.98 1.03 3.97 1.06 4.09 1.06
Grav 4.49 1.04 4.49 1.02 4.64 0.90
Const 2.66 1.26 2.39 1.30 2.16 1.29
Obst 9.35 5.13 8.65 5.25 9.73 5.22
Vont 3.90 1.07 3.73 1.11 3.96 1.05
Pers 3.98 1.23 3.81 1.38 4.05 1.24

As a result, it is noteworthy that respondents témcconsider situations in which

superiors demand fraudulent practices from the#wodkers as more embarrassing to be

denounced than those situations in which the iddiis themselves (regardless if they are in

a similar or higher position in the organizatiorerarchy) decide to incur in fraudulent

practices. This result can be explained by thetfadtin the first case (Scenario A), there is a
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consideration that the fraud received the conskttteoorganization, which would inhibit the
denunciation (Trevifio, 1986; Simons, 2002; Flyni\@termuth, 2010).

4.2 MODEL RESULTS

According to Short, Ketchen, Bennett & Toit (20Q6,259-284), the significance of
individual changes in performance is tested in ways. The first is &2 test that compares
the statistics of deviations between the situatieffact model and the null effect model. The
second features a t-test for fixed effects gfdtest for variance components. From this

conceptual framework, the four proposed modelshvalbnalyzed.

Initially, the null model, which shows the variandecomposition between levels, by
calculating the intra-class correlation coefficeniCC), was applied. The results for
Determination are in Table 5, which shows that Z%3of the variability occurs between
individuals §2 = 23.09) and a significant percentage of variavicthe dependent (24.66%)
was due to the situational aspects of each scenario

TABLE 5 - VARIANCE DECOMPOSITION - NULL MODEL FOR D ETERMINATION TO

DENOUNCE
Fixed Effect Coeff. Standard Error t
ObstGeneral Averagéoo) 10.28" 0.30 34.54
Random Effect Standard Error Df r
Variation among individualsug) 0.31 122 23.09"
Situational variationr 0.18
Variance Decomposition % by Level
Level 1 (Scenario) 24.66
Level 2 (Individual) 75.34

Model adjustment (Deviance) = -946.87
**p<0.01; *p<0.10

Jointly, the results show that both levels are irtgpd in the explanation of the
variability of the Determination to Denounce. Thbhugeemingly small, the ability to explain
the situational aspects is important, especiallgnvbonsidering the complexity of relations in
the field of Social Sciences. Thus, as stated blg€zmidt, Brito & Vasconcelos (2007), an
ICC of 24.66% is outstanding in its explanatory powThis fact thus supports the first
hypothesis proposed.

To attempt to explain the variables that justifglswariability, as well as expand the
explanatory power of the analyzed model, explayatoariables for both levels were

incorporated.
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Initially, the variables related to level 2 weresanted. Neither explanatory variable was
significant in the model. Further, the model as laole also was also not significant in
explaining the variability of the dependent var@al§f2 = 6.05, gl = 6), which can be
demonstrated by the small decrease in the valuth@fdegree of model misalignment

(ADeviance = 0.25).Table 6 shows the results of the model.

TABLE 6: MODEL FOR DETERMINATION TO DENOUNCE - LEVE L 2

Fixed Effect Coeff. Standard Error t
Level 2

ObstGeneral Averagéro) 6.88" 2.41 2.84
Age (o) 0.25 0.02 1.13
dFem(yoy) 0.86 0.66 1.31
dMarried (yo3) 0.36 0.66 0.48
LC (yos) 0.37 0.24 1.55
1P (vos) -0.55 0.46 -0.12
MP (voe) 0.34 0.35 0.99

Random Effect Standard Error df r
Variation among individualsug) 0.32 122 23.32

Situational variationr{ 0.18

Model adjustment (Deviance) =-946.34

**p<0.01; *p<0.10

Finally, the model is estimated by inserting theiatales pertaining to the first level, to
test hypotheses 2 and 3. Both situational variabks® statistically significant and with signs
aligned with the expectations. Thus, situationst thighlight the moral intensity of the
individuals (with regard to the seriousness offtaed and the responsibility of the individual
to denounce it) increase the determination of tievidual to denounceyfo = 3,04°). In
parallel, situations that lead to a greater comgtran behalf of the complainant reduce the
Determination to Denounce¢= -1.09"). Furthermore, analyzing the model as a wholis, it
noted that, in this case, it was statistically gigant in explaining the variability of the
dependent variable;%218.03; gl=8), which is evidenced by the significdecrease in the
value of the degree of model misalignmefiDéviance=79.46). Table 7 shows the results of
the model.

! A similar result is obtained by considering ontyr of the level-2 variables, i.e., personal cdntasiables.
The model as a whole was also not significant jpl@ring the variability of the dependent variapie=3.18;
gl=4), which is evidenced by the significant deseem the value of the degree of model disadjustmen
(ADeviance=0.28).
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TABLE 7 - MODEL FOR COMPLETE DETERMINATION TO DENOU NCE

Fixed Effect Coeff. Standard Error t
Level 2
PersGeneral Averag€oo) -1.90 2.24 -0.85
Age (yoy) 0.01 0.02 0.50
dFem(yop) 0.86 0.51 1.67
dMarried (yo3) 0.50 0.51 0.98
LC (y04) 0.17 0.18 0.94
IP (yos) 0.18 0.36 0.51
MP (yos) -0.27 0.27 -0.99
Level 1
ConstLinear Effect {0 -1.09° 0.16 -6.81
IM Linear Effect {) 3.04 0.27 11.27
Random Effect Standard Error Df 2
Variation among individualsug) 0.25 122 22.30°
Situational variationr( 0.14

Model adjustment (Deviance) = -866.88

**p<0.01; *p<0.10

Considering the results, the importance of considea second level of analysis
regarding the denunciation in organizations is rcldore specifically, the results of the
multilevel model showed that the situational vaeslihat date back to the intrinsic costs and
benefits present themselves as being statisticsifyificant and with coefficientsn
agreement with that expected, i.e., a positiveceffer Moral Intensity (M) and negative
effect for Constraint@ons). Thus, analyzing the scenarios in more detai§ roted that the
average constraint observed was higher for the vdsse the co-worker was forced to
commit fraud (Scenario A) and had a lower mearhendituation where the superior commits
fraud (Scenario D). This fact makes it clear thath respect to moral aspects (intrinsic), any
misconduct by superiors tends to be seen as subjetdre severe punishment.

In contrast, the explanatory variables at the iindial level are not significant in any of
the presented models. This result may stem froreraévactors. Initially, as emphasized in
the literature, features of Brazilian culture mafiuence whistle blowing in a more general
perspective, i.e., the alleged existence of a tleivdl of analysis. Thus, these results may only

be valid for the Brazilian environment.

The results of the non-significant effect of thecation of Commitment (LC), although
going against much of the literature - as exposedldylor & Curtis (2010), were the same as
found by Mesmer-Magnus & Viswesvaran (2005) and sS&nKeenan (1998). The non-
significant result of Professional Identificatiod’] may be due to the collection procedure,

performed in professional development seminarsrozgd by the CFC. Thus, this procedure
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may have led to a problem of social desirabilitg,,iit was denoted to the respondent an
intention to present opinions and views that ardl \@ecepted by society (and by the

regulatory entity of the profession) instead ofregging real opinions (FISHER, 1993).

Finally, although the gender variable was includet as a control variable, it should
be noted that its significance in the final modeticating that women tend to have greater
Determination to Denounce fraudulent acts than ndesgrves to be noted, according to the

perspective adopted and developed by Ngweyeat (2008).

5 CONCLUSION

After examining three different scenarios of fralaht situations, this study provides
evidence on the relative importance of fraud shgtive whistle blowing process. Overall, the
results highlight the importance of individual asduational aspects also towards the
denunciation, noting the importance of considerthgs phenomenon from a multilevel
perspective. More specifically, it demonstrates fihgortance of situational intrinsic
incentives arising from fraudulent situations amdcontrast to the results obtained in the
international literature, the variables used to sneathe individual level were not statistically

significant for the Brazilian context.

Thus, it is expected that this study contributedthe growing literature on the
relationship between internal controls, organizalo norms and individual behavior
(TAYLER; BLOOMFIELD, 2011). As a main suggestionrfduture research, the role
performed by the respondent within the organizat@y be considered, taking the significant
results found by O'Higgins & Kelleher (2005) intonsideration.

Finally, we highlight some of the major empiricantributions that this work brings.
Due to non significant effect of Professional Idicdtion, perhaps it would be pertinent that
the accounting students be more often exposedthitey cases involving situations of fraud
that were perpetrated by means of accounting irddon. Additionally, the Federal
Accounting Council (CFC) could also consider thesgibility of undertaking efforts to
enhance the relevance of the work of the accournmatiite prevention of fraud, considering,
for example, the adoption of the code of ethicthefinternational Federation of Accountants
(IFAC).

With the consequent internationalization of entiegs, it should be noted that the
importance of companies complying with the requeeats of laws such as the Sarbanes-

Oxley Law, which determines the implementation ddremal Denouncement Channel so that
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any misconduct may be directly denounced. Thusstihgy assists companies in establishing
their channels of denunciations in the Braziliaviemment, considering the importance of

cultural aspects, as highlighted in the results #Iso noteworthy that due to the relevance of
the denunciation as a governance mechanism of iaegeoms, any attempts to encourage

denouncements and increase their effectivenessaags welcome.

The results may contribute to the ethical formatdrthe accounting professional and
may assist in the change of organizational poljordsich could, for example, consider the
development of training programs to help employaederstand the positive impact of the
denunciation process. Thus, organizations wishingnicourage their employees to denounce
fraudulent acts may then develop internal polidiest highlight the moral qualities and
inhibit the constraint endured by the alleged camalnt, instead of considering reward

mechanisms only.
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APPENDIX - QUESTIONNAIRE

The objective of this study is to evaluate the pptions of professionals in accounting with
respect to possible behaviors in day-to-day us@uld greatly appreciate your cooperation in
the caution completion of the questions that wallgresented. The answers will be those that
the best express your opinion and perception aypmutwork. The responses are anonymous
and confidential and processing of data will beaggregate form. Your answer to all
questions is crucial to the reliability of the seywesults.

Thank you!

In this section we ask you to provide general imfation, which willNOT be
used to identify the respondents. Some data, hawexe important to make sure
that there are no distortions in the research.

1) Gender:( )M; ( )F 2) Age: ( ) Years old
3) Marital Status: ( ) Single; ( ) Married/Cohabiting; ( ) Divad/Separated;
( ) Widowed

4) Do you have children? ) Yes; ( ) No
5) Does your work comprise:( ) Management Accounting; ( ) Financial
Accounting; ( ) Other

Below you will find a list of statements relatedth@ topic, for which there are no
right or wrong answers.

Indicate to what extent you AGREE or DISAGREE withthese opinions:
0 - Strongly disagree

[...]
5 - Strongly agree

BBR, Vitoria, v. 11, n. 5, Art. 2, p. 24 - 48, smit. 2014 wawbronline.com.br



Does the Occasion Justify the Denunciation?:
a Multilevel Approach for Brazilian Accountants
46

Indicate to what extent you AGREE or DISAGREE withthese opinions :

Disagre!
Agree

1. I am more committed to my organization than rdividuals with 0 1 2 3 4 5

whom | work.

2. 1 am more responsible for the success of myrargéion than the 0 1 2 3 4 5
individual success of my co-workers

3. I identify more with my organization than withyrao-workers 0 1 2 3 45
4. My personal values are similar to the valuempfprofession. 0 1 2 3 45
5. 1 am proud to tell others that | am an accountan 0 1 2 3 4 5
6. | am very happy to have chosen to be an accounta 0 1 2 3 4 5
7. 1 will fight to protect the reputation of my gession. 0 1 2 3 45
8. Serving society is very important to me. 0 1 2 3 45

9. In my daily routine, | perceive the importandethers to carryoutthe 0 1 2 3 4 5
different tasks that do.

10. To me, making a difference in society is mamortantthan my 0 1 2 3 4 5

personal achievements.

11. 1 am willing to make huge sacrifices for thedmf society. 0 1 2 3 45

12. | consider defending the rights of others vatiden if sometimesit 0 1 2 3 4 5

can hurt me.

This section (back page), 4 scenarios (A, B, Cclidracterizing possible situations in your
professional activity are presented. For each smenas well as their respective action,
select the best alternative (only one) in each ohe t assertions
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A
You work in the accountin
department of a private company.

Your  company received
government grant (to invest in ng
industrial equipment and empl
1,000 individuals from the loc
population for the next 10 year
One of your co-workers wg
summoned by a member of t
board of directors of the company
recognize the total amount of t

SCENARIOS
B

You work in the accountin
department of a publicly tradg
company.
One of your co-workers
dissatisfied with his remunerati
and knows in advance that t
company found profits far abo
expected by financial analysts a
surpasses the growth trend of the
few years.

Fajardo, Cardoso

C

You work in an accounting firm th

provides services to oth
companies.

One of your co-workers wdg
approached by a customer w
would like to register in th
SIMPLES National Program ar

after checking the documentatig
the accountant (one of your ¢
workers) identified that the client d
not meet the requirements for t

D

You work in an accounting firm thht
provides services to other
companies.
After the office stops providing
services to one of its largest clients,
you discover that your supervigor
had sought the financial director o
competitor of your former client and
offered him professional services.||
trying to convince the competitor
hire your company’s services, yqur

of

grant as revenue of the currg registration. supervisor says that he knows,|i
period detail, the main contracts of your
company’s former client.
Your co-worker answered thf Your co-worker, before the financif Your co-worker did not register thh Your supervisor provides some
request of the board member statements were issued, called |client in the SIMPLES Nationgthat information to the financigl
ACTIONS . . . o
father-in-law and told him to by Program director (your potential client)
stock in that company.

( ) Itis not a violation ( ) Itis not a violation ( ) Itis not a violation () Itis not a violation
( ) Itis a major violation () Itis a major violation ( ) Itis a major violation ( ) Itis a major violation

1) To me, this . N . N . N . N

a?:tion () Itis a small violation () Itis a small violation () Itis a small violation () Itis a small violation

() Itis a moderate violation. ( ) Itis a moderate violation. () Itis a moderate violation. ( ) Itis a moderate violation.

() Itis a serious violation. () Itis a serious violation. () Itis a serious violation. () Itis a serious violation.
() Very large. () Very large. () Very large. () Very large.

2) My ( ) Large. ( ) Large. ( ) Large. ( ) Large.

responsibilit

P Y () Moderate. () Moderate. ( ) Moderate. ( ) Moderate.

to denounce

such actionis... | ( ) Small. () Small. () Small. () Small.
() None. () None. () None. () None.
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() None. () None. () None. () None.
3) My ( ) Small. ( ) Small. ( ) Small. ( ) Small.
willingness to () Moderate. () Moderate. () Moderate. () Moderate.
denounce such
action is... ( ) Large. ( ) Large. ( ) Large. ( ) Large.
() Very large. () Very large. () Very large. () Very large.
( ) No one. ( ) No one. ( ) No one. ( ) No one.
() My closest co-workers only. | ( ) My closest co-workers only. | ( ) My closest co-workers only. | ( ) My closest co-workers only.
4) 1 would be () The agent’s closest co-workerg () The agent’s closest co-workerg () The agent’s closest co-workery () The agent’s closest co-worker$
willing to only. only. only. only.
der?ounce such | () Someone with superior () Someone with superior () Someone with superior () Someone with superior
action to... hierarchical level to the agent. hierarchical level to the agent. hierarchical level to the agent. hierarchical level to the agent.
() Whoever necessary until the |( ) Whoever necessary until the |( ) Whoever necessary until the |( ) Whoever necessary until the
action was punished. action was punished. action was punished. action was punished.
() Very comfortable. () Very comfortable. () Very comfortable. () Very comfortable.
5) If () Relatively comfortable () Relatively comfortable () Relatively comfortable () Relatively comfortable

denounced such
action, | would
feel...

( ) Indifferent.
() Somewhat embarrassed.
( ) Very embarrassed.

( ) Indifferent.
() Somewhat embarrassed.
( ) Very embarrassed.

( ) Indifferent.
() Somewhat embarrassed.
( ) Very embarrassed.

( ) Indifferent.
() Somewhat embarrassed.

( ) Very embarrassed.
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