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CHAPTER I 

INTRODUCTION 

 

1.1. Background 

The whistleblowing seems to be popular these days. People, especially those 

who work in corporates must have already known about the whistleblowing since the 

whistleblowing system issue surfaces. The whistleblowing is mainly purposed to 

detect and report the wrongdoing that the corporate or the employee commit, which is 

fraud. Fraud, as defined by the World Bank,  is any act or omission, including a 

misrepresentation  that knowingly or recklessly misleads or attempts to mislead done 

by a party to obtain a financial or other benefit or to avoid an obligation. Zimbleman, 

Albrecht, Albrecht and Albrecht (2009) describe fraud as a general definition 

encompasses all the cunning done by human to acquire gain for him through phony 

information. Shortly, the fraud is a wrongdoing commit by a party to gain their own 

benefit. The fraud does not only prevail in financial areas but also other areas. AICPA 

classifies fraud into two categories, fraud against organization and fraud on the behalf 

of organization. Fraud on the behalf of organization is committed for the sake of the 

organization. Meanwhile, fraud against organization is fraud through asset 

misappropriation and other falsification committed by the employee or known as 

occupational fraud.  

The corporate or employee who commit fraud may have different reasons 

underlying their actions. There are some various reasons contrived them to commit 
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fraud. Greed, lack of transparency, poor management information lack of clear moral 

direction, resentment toward the manager and poor personal value are some reasons 

for the employee to commit fraud. Well (1997) explains the cause of occupational 

fraud, opportunity, pressure and rationalization. The fraud which is committed by the 

employee would give the benefit to the employee himself, but not with other parties. 

The employee who falsifies the sales report by reporting higher sales than the actual 

sales get their bonus higher while some other parties, such as the investor would be at 

disadvantages because they will not receive the benefit as it should be. Since it 

damages parties other than the perpetrator, there‟s a need to report the fraud. 

An action reporting the wrongdoing is called whistleblowing and the one who 

commit the whistleblowing is a whistleblower. Whistleblowing is the act of exposing 

unethical and illegal wrongdoing within companies by reporting it internally to the 

superiors or externally to the media, government authorities or specialized attorney. 

Whistleblowing is classified in to two categories. The first is internal whistleblowing, 

in which the employee expose the wrongdoing commit by other employee to the 

superiors and external whistleblowing , the employee report the wrongdoing commit 

by the organization to the society because he knows the wrongdoing will give a 

negative impact to the society. 

The whistleblower, based on Semendawai and Santoso (2011) must have 

some special features. The first feature is the whistleblower exposes a report to the 

authorities or media so the wrongdoing would be disclosed. Then, a whistleblower 

must be the insider.  
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A well known case of fraud is committed by PT Asian Agri Group (AAG), 

one of the companies under Raja Garuda Mas Group. AAG committed tax evasion. 

This tax evasion was discovered when Vincentus Amin, a financial controller of 

AAG who knows the inflow and outflow of the company‟s finance breaks  into the 

safe deposit of PT AAG at Fortis Singapore Bank for US $ 3.1 million on November 

13, 2006. Vincent's action caught by the company and the company reported him to 

Polda Metro Jaya. Vincent fled to Singapore while carrying a number of important 

documents of the company. In this escape there is a communication between Vincent 

and Tempo journalists (www.kompas.com). 

Another case of wrongdoing is the bribery on Rolls-Royce committed by one 

of the higher ups of PT Perusahaan Listrik Negara (Persero) Tbk. This bribery is done 

as a continuation of hydroelectric power plant project at East Kalimantan in 19902. 

Serious Fraud Officer (SFO) stated the bribery is committed from 2011 to 2013. This 

matter is related on the Long Term Service Agreement (LTSA) between Rolls-Royce 

and PLN itself (www.m.cnnindonesia.com). 

A whistleblower, who commit the whistleblowing seems to be a hero for some 

parties, while some others not. The whistleblowing might be good for the external 

parties but, it violates the presumption within the organization. From the case of 

AAG, Vicentus Amin is a hero for the stakeholders, but not the shareholders. When 

he revealed the fraud, he did not get any protection as a whistleblower, resulting 

Vincentus Amin imprisonment for eight years (www.kompas.com). Moreover, the 

refusal and bullying from the peers toward the whistleblower may present (Bjorkelo, 
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2016). Arifin (2005), through survey to 233 whistleblowers found 90% of 

whistleblowers lose their job after committing the whistleblowing. Furthermore, the 

whistleblowers would be hard to be re-employed as their action is unethical from the 

point of view of the employer (Qusqas et al., 2001). 

In committing whistleblowing, the employee must have a consideration over 

the risk he would face. The personality of the employee becomes a push factor to 

commit whistleblowing.  Proactive personality, a personality that is less strained by 

the situational force and is likely to initiate changes within their organization 

(Bateman and Crant, 1993). So that, proactive employee is less affected by the risks 

after he commit whistleblowing. Proactive employee tries to control critical aspect in 

their organization‟s environment through whistleblowing. He sees the fraud as the 

beginning for changes because it puts the organization at disadvantage. When the 

fraud exists, the proactive employee will find the best and good solution to solve it as 

he realizes the threat cause by the fraud on the organization. Morover, it is likely 

proactive employee would let his superior know about the fraud occurred or he 

commits internal whistleblowing.  

Bjorkelo, Einarsen and Matthiesen (2010) conclude the proactive behavior is 

the antecedent of whistleblowing. Morover, proactive employee is likely to to make 

decision that will enhance their commitment to both career and organization (Messara 

and Dagher, 2010). Miceli, Near, Rehg and Scotter (2012) found proactive 

personality as one of the variables which predict the wrongdoing. To conclude, the 
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researchers agree on the existence of proactive personality on discovering fraud and 

on the intention of whistleblowing. 

Then, reward is the other factor which affects the intention of whistleblowing. 

Reward is a motivation for the whistleblower in committing whistleblowing. An 

individual behavior will be affected by his need in acquiring reward. By providing 

and giving reward, the employee will be motivated to commit the whistleblowing. 

Reward given can be a material or non material reward. The influence of reward on 

the employee intention to commit whistleblowing has been proven by Xu and 

Ziegenfuss (2008). Along with Xu, et.al, Andon, Free, Jidin, Monroe and Turner 

(2015) explain the financial incentives which influence the whistleblowing intention. 

Ali and Ahmad (2008) found the frequency of reward given influence the employee‟s 

intention to commit good deeds. The more reward given will motivate the employee 

to redo his good behavior. 

There are many cases where the whistleblowers acquire reward from the other 

parties. The whistleblower can receive the reward through whistleblower programs. 

This whistleblower program is established by countries; for example is the United 

States. The reward given to the whistleblower is such quiet in amount. The False 

Claim Act is one of the whistleblower programs reward the whistleblower up to 30% 

of any recoveries made by the government. For example, Bradley Birkenfeld who 

report tax fraud of UBS to the IRS receive $104 million as a whistleblower 

settlement. 



6 
 

The organizational ethics is the last factor that seems to affect the intention of 

whistleblowing. Organizational ethic is a set of principal or standard established and 

reinforced by the organization. The principal and standard is used as guidance for the 

organization in its decision, program and policies. The principal and standard manage 

the ethical environment, the behavior of the employee since the employee varied in 

interests and background and any activities within the organization. Organizational 

ethics would make sure the employee will act according to the principal and standard 

obediently.  

The organizational ethics plays a role regarding to the behavior and the 

commitment of the employee. Koh and Boo (2014) found a significant and positive 

relationship between organizational ethics and organizational commitment of the 

employee. The organizational ethics enhance the positive mood which plays as a 

moderator in organizational ethics relationship with whistleblowing (Zhang, Chiu and 

Wei, 2009). Further, Ray (2006) suggests the ethics approach as a way to eliminate 

the negative consequences of whistleblowing. 

Since the three factors presented, proactive personality, reward and 

organizational commitment may affect the whistleblowing intention, there‟s a need to 

have a further investigation. Proactive personality, reward and organizational 

commitment are the independent variables meanwhile the whistleblowing intention is 

the dependent variables. To elaborate, the author is trying to investigate the influence 

of proactive personality, reward and organizational commitment on whistleblowinng 
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intention. So that, the author would entitle this paper „The Influence of Proactive 

Personality, Reward and Organizational Ethics on Whistleblowing”. 

 

1.2. Problem Statement 

Based on the background explained above, the problems which will be 

presented are as the following: 

a. What is the influence of proactive personality influence on the intention of 

whistleblowing? 

b. What is the influence of reward given on the intention of whistleblowing? 

c. What is the influence organizational ethics on the intention of whistleblowing? 

 

1.3. Research Objectives 

Based on the background and the problem stated, the objectives of this 

research are: 

a. To analyze the influence of proactive personality on the intention of 

whistleblowing. 

b. To investigate the influence of reward on the intention of whistleblowing. 

c. To find the influence of organizational ethics on the intention of whistleblowing. 
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1.4. Research Usefulness 

This research is expected to give some benefits, such as: 

a.  Theoritical Usefulness 

This research investigates the relationship among proactive personality, 

reward and organizational ethics along with whistleblowing intention. Moreover, the 

writer expects this paper will help to develop the science, especially those which 

relate to whistleblowing.  

b. Practical Usefulness 

This research is expected to help the reader to build awareness about the 

factors related to whistleblowing. The complete explanation as the following: 

(i) For the organization, the research result will help to give a hint in indicating 

factors related to the employee‟s whistleblowing. So it can create a good 

environment of ethics. 

(ii) For the employee and stakeholders, it will give an explanation related to the 

underlying reason people to or not to commit whistleblowing. 

(iii) For the future researchers, this research is expected to become an additional 

knowledge or as a reference for the future research. 

 

 

  


