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Abstract

Purpose- Prevalence of corporate frauds is critical, therefore,
identifying and institutionalizing the bad apples in the barrel which
are engaged in wrongdoings is much needed and must be brought
to the lights through whistleblowing.

Design/Methodology- Data wete collected from the South Asian
countries through a structured questionnaire from the employees
of the telecom sector. Three hundred twenty-nine samples were
gathered to test hypothesized relationships.

Findings- Results showed that whistleblowing intentions of
employees through psychological stress mediates the behaviors of
their leaders, which turns ethical leadership at the workplace.
Further, ethical leadership positively impacts employees’ intention
to blow the whistle at the workplace. Furthermore, the analysis
showed that interactional justice moderates the relationship
between ethical leadership and intention to blow the whistle of
employees

Practical Implications- This research gives a different perspective
to the managers to develop such a culture that enables an honest
and trustworthy environment, which may enable the employees to
point out the wrongdoings they witness while working at the
workplace.
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Introduction

Over the last decades, scholars and theorists have been focusing on the social-psychological research to address
wrongdoings at the workplace that causes the significant cost to the organizations, and for this, offered
numerous models to address such behaviors (Lei, Ha, & Le, 2019; Walumbwa et al., 2011). These costs can be
corporate scandals framed in media reports or financial embezzlements. They can be reputational in case of
filed lawsuits (e.g., misrepresentation and misreporting of financial data, abusive supervision, sexual harassment,
theft, or fraud). Such behaviors are incredibly costly as recent statistics have also shown that such behaviors
cost 5% of annual revenue to the organizations (ACFE, 2018). Despite ethical compliance programs, such
behaviors are prevalent and challenging to control.

At the workplace, managers act only when employees internally expose wrongdoings at the workplace. Then
managers immediately try to identify and get rid of the few bad apples in the barrel, which are engaged in the
wrong, and portraying it as a potential consequence for others rather than identifying the cause of such
behaviors. Wrongdoings at workplace challenges slightly naive perspective that such behaviors prevail not
because of all individuals, but by few bad apples (Kish-Gephart, Harrison, & Trevifio, 2010), as there are people
in any organization who cause the problems rather than the system (Chen, 2012). In such circumstances,
leadership tries to avoid confrontation and shows little involvement to avoid consequences that may cause them
to question their position. So far, existing studies showed how leaders influence and encourage their followers
to point out such wrongdoings through voice behavior and whistleblowing, but how leaders get influenced is
still needs to be addressed. Therefore, propositions could be the opposite of existing literature, where employees
act as pressure that forces their leaders to adopt normative behavior at the workplace. To date, studies typically
focus on antecedents of whistleblowing, but not on the potential consequences of such behaviors.

So far, existing literature showed ethical judgment (Chiu, 2003), moral reasoning (Liyanarachchi & Newdick,
2009), and ethical environment (Dalton & Radtke, 2013) as antecedents of whistleblowing. Recent research has
significantly enhanced our understanding of behavioral ethics in the workplace. It has explained the different
mechanisms, in the context of leadership, ethical leadership positively associated with psychological ownership
(Avey, Wernsing, & Palanski, 2012), cognitive and affective trust (Lu, 2014), moral attentiveness (Rabie &
Malek, 2020) job autonomy (Kalshoven, Den Hartog, & de Hoogh, 2013), job satisfaction (Kim & Brymer,
2011), meaningfulness (Mostafa & Abed El-Motalib, 2020) and whistleblowing. However, the factors through
which ethical leadership gets influenced are still limited and fragmented. For these reasons, this research explains
the mediating mechanisms that study the pressure of whistleblowers’ that can potentially influence the behavior
of leaders to act ethically at the workplace. Through the conservation of resource theory (Hobfoll, 1989), we
propose that whistleblowers can act as pressure/force to influence the ethical behavior of leadership at the
workplace. To get better insights of phenomenon, explaining the mediating mechanisms provides better
understating for designing organizational ethical and compliance programs to stimulate ethical behavior of
employees (Brown & Trevifio, 2006; Moore et al., 2019). For this reason, we propose that psychological stress
mediates the relationship of whistleblowing on ethical leadership behavior.

The current study thus contributes to the literature of behavioral ethics in multiple ways. Firstly, the
conservation of resource theory compliments this study, perhaps for the first time, to explain the impact of
whistleblowers via psychological stress. Exploring the alternative mediation mechanisms would help in
understating the underlying process at work. Examining the whistleblowing intention towards their leaders is
also useful in that it may help the upper echelon in formulating policies and stimulating ethical behavior. Second,
according to the author's knowledge, the current study is first of its nature, which suggests the effect of
whistleblower on leaders’ ethical behaviors. Thirdly, this study also suggests ethical leadership may influence
the whistleblowing intentions of his/her followers. Moreover, this study will also study the moderating impact
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of interactional justice on ethical leadership and whistleblowing intentions. We will start with a theoretical
framework and later finish with some discussion.

Literature Review and Hypothesis

Impact of Whistleblowing on Ethical Leadership Behavior via Psychological Stress
Conservation of resource theory posits that when individuals are not dealing with stressors, they tend to develop
resource surpluses to minimize the chances of future losses (Hobfoll, 1989). Individuals try to get and maintain
the resources to overcome threats, withstand, and to accommodate. They may also try to gain different
resources, for instance, condition support: social support and status, material support: money, and personal
support: self-esteem (Hobfoll, 1989).

Furthermore, the theory argues that the extent to which conditions are valued by individuals or groups may try
to adopt certain behaviors that are having stress-resistance potential. Whenever individuals feel that their
resources are depleting, they tend to resolve it at any imminent demand. Notably, in the case of actual depletion
of the resource, for example, loss of status or money, they start experiencing actual stress (Hobfoll, 1989). On
the other hand, in the case when resources are under threat, for instance, when individuals are in a condition
that they may lose status or money, then it leads them to psychological stress (Hobfoll, 1989). However,
individuals always try to save the resources they have attained over some time. We suggest that whistleblowing
is quite a risky for a subordinate (Miceli, Rehg, Near, & Ryan, 1999), and it is often not in the interest of leaders
in the organizations as they are the one who enjoys status, reputation and other monetary rewards more than
their subordinates. This is because individuals try to maintain and enhance self-worth and self-esteem at top
positions (Shamir, 1991), which is built from their acquired resources (social status, power, self-concept, etc.)
(Gecas, 1982).

Furthermore, individuals having a higher level of self-esteem also tend to avoid stress and negative feedback
(Li, Arvey, & Song, 2011). And whenever leaders/supervisors feel threatened towards any of the acquired
resources (status, reputation, social support, etc.) and foresee any threat may hit their self-esteem, they tend to
try to avoid the situation as much as possible. As they are considered a role model in the organization, and
when any of the employees blow the whistle, resources gathered by the leaders start depleted, and they get
stressed. However, stress is a factor that is more likely to affect the moral actions of individuals. It may affect
individuals’ pro-social behavior from two mechanisms. Firstly, it is more likely to adopt antagonistic stance by
the people who are under stress (Cooper, Dewe, & O'Driscoll, 2001). The assertive stress comes in the form
of aggressive behavior that may lead to reduce the pro-social orientation of people (Dépret & Fiske, 1999). The
second one is that they get stress and tries to hold on the fight to fight response. To retain their resources, they
start behaving at normative behavior, which may lead to ethical behavior of leadership at the workplace.
Accordingly, we propose that:

Hypothesis 1: Stress mediates the relationship between whistleblowing intentions and ethical leadership bebavior.

Impact of Ethical Leadership on Whistleblowing Intentions

Ethical leadership is “the demonstration of normatively appropriate conduct through personal actions and
interpersonal relationships, and the promotion of such conduct to followers through two-way communication,
reinforcement, and decision-making” (Brown, Trevifio, & Harrison, 2005). Trevifio, Hartman, and Brown
(2000) showed two aspects on which the reputation of ethical leaders’ rests, which includes moral person and
moral manager. Ethical leaders, as a moral person, have a responsibility is to conform with normative behavior.
Ethical leaders are considered ones that stimulate some personality traits and normative behavior in professional
and personal lives (McCann & Holt, 2009). These normative behaviors and personality traits are “good
compass” to provide them not only with a good sense of direction but also enable them to guide their followers.
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In the case of moral managers, ethical leaders create principles and codes for their followers. It is required from
ethical leaders to have a keen awareness of ethical issues while exhibiting ethical behavior (Toor & Ofori, 2009),
because, in the position of leadership, managerial skills are expected from them to direct employees’ attention
on ethical dilemmas (Trevifio et al., 2000).

From these arguments, we posit that ethical leaders are primarily required to advocate and formulate moral
concerns and principles. They also expected to develop a sustainable employer-employee relationship (Brown
et al., 2005). It is quite conceivable that whistleblowing can retaliate, and individuals who blow the whistle are
familiar with the associated risk; whistleblowers are confident about support, trustworthiness, and ethicality of
management (Brockner, Siegel, Daly, Tyler, & Martin, 1997). Whistleblowers have external and internal
channels for reporting any transgressions. Research showed that before going to external channels,
whistleblowers attempt to highlight the issue internally (Miceli & Near, 2002). Even though whistleblowing is
less threatening for the organizations via internal channels, however, their reporting of wrongdoing often goes
unnoticed or buried (Miceli, Near, & Schwenk, 1991). Literature also showed that whistle is likely to be blown
regarding the wrongdoings within workgroup that have supportive leadership and principle-based environment
(Graham, 1991). It is evident that ethical leadership creates a trustworthy, honest, and principle-based
environment, and due to this, the employee can blow the whistle without having a fear of being caught,
retaliation, or punished. For these reasons, we expect that such a supportive stance provided by ethical leaders
can encourage whistleblowing on any wrongdoing employees may witness while performing their duties at the
workplace (Finn, 1995). Hence, the authors propose:

Hypothesis 2: Ethical leaders positively influence employee whistleblowing intention.

Interactional Justice as moderator

Interactional justice emphasizes interpersonal interaction or treatment that individuals experience from
implementing justice (Bies & Moag, 19806). It incorporated two dimensions (1) the degree to which individuals
get treated with respect, dignity, and politeness; and (2) the descriptions provided that deliver information
regarding the outcomes/procedures were distributed in the prescribed way (Greenberg, 1987, 1990).
Interactional justice gives employees a sense of trustworthiness that weakens their managerial and social
pressure (Stinglhamber, De Cremer, & Mercken, 20006). Interactional justice serves as an exchange mechanism
concerning the relationship of the employer with the employee (Cropanzano, Prehar, & Chen, 2002). Because
interactional justice engenders higher employer-employee exchange relationships (Masterson, Lewis, Goldman,
& Taylor, 2000), which affects the behavior of employees (Stecher & Rosse, 2005). We expect that employees
will positively take the actions of leaders and may reciprocate for the welfare of the workplace and community
and raise their voices by either to their immediate supervisor or top management leadership regarding any
wrongdoing they see at the workplace.

Moreover, when followers observe interactional justice, they perceive that their supervisor treats them fairly
and respectfully. This treatment of fairness will continue to be perceived by employees and their intention to
blow the whistle in favor of their organizations, unless and until they suffer any negative stimulus (Lind, 2001).
Besides, when supervisors satisfy the employees’ perceptions of the organization’s responsibilities and build
interpersonal relationships, employees' trust in their leaders will grow (Whitener, 1998). Subsequently,
employees' higher interactional justice will show the higher value of ethical leadership. When they experience
normative behavior of the leaders because this fairness and respect (Cropanzano et al., 2002) give them a signal
to reciprocate the inducement and to raise their voice if they see any wrongdoing at the workplace. Therefore,
we propose that high interactional justice may positively increase the effects of ethical leadership on
whistleblowing intentions. For this, current research proposes:
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Hypothesis 4: Interactional justice positively moderates the strength of the relationship between ethical leadership and whistleblowing
intention.

Methods and Data Analysis

Procedure and Sample

For this study, the survey method was used for data collection purposes from employees of private and public
telecommunication organizations of Pakistan. We contacted their human resource department for approval
regarding data collection after explaining the objectives of our study. In this research, employees are of the
functional and non-managerial level. The author personally visits the organization to gather data from
respondents. To minimize the social desirability bias, the authors paid attention to that respondents remain
anonymous and confidential (Chung & Monroe, 2003). The response rate varied from 16% to 96%. A total of
329 questionnaires were received, 15 were discarded as they have a large number of missing values, which made
a total 314 usable questionnaires for data analysis. Out of 314 respondents, 75% were male. Most respondents
were from a relatively young age group: 85% (267) was less than 40 years of age. Around 71.7% of respondents
were below functional management positions (lower management), and 28.3% of respondents were engaged in
functional-level job responsibilities.

Measures

The ethical leadership of the employees was measured in different departments. We used the ten-item scale of
Brown et al. (2005). A sample item is: “My immediate supervisor listens to what employees have to say.”
Interactional justice will be measured by adopting the 9-item scale developed by Colquitt (2001). Sample items
include “Has (he/she) treated you with respect?” and “Were (his/her) explanations regarding the procedures
reasonabler”. Whistleblowing intentions were measured by a 4-item scale developed by Park and Blenkinsopp
(2009). Psychological stress was measured using a 13-item scale. A sample question, “I have felt fidgety or
nervous as a result of my job” (Parker & DeCotiis, 1983).

Results

Confirmatory Factor Analysis and Measurement Validity

To test model validity, we conducted a CFA with AMOS 24. For assessing the validity of the proposed model,
we computed three alternative models and compared their level of fit (Anderson & Gerbing, 1988): First (Table
1), all items belong to the four constructs were loaded on a single factor (Model 1). Second, we computed a
three-factor CFA regrouping the construct in a single construct (Model 2). Finally, we assessed the fit of a four-
factor CFA (Model 3).

Whereas Models 1 and 2 returned a poor fit; however, the fit of the four-factor CFA is satisfactorily presented
in Table 1. The chi-square statistic is 481.97, p. <.001 and 195 degrees of freedom (2.47), showing the good fit
of the model (Kline, 2015). We examined two incremental fit indices: The Tucker—Lewis index (TLI) is .95, and
the Confirmatory Fit Index (CFI) is .96, both are higher than their recommended levels. Additionally, root
mean square error of approximation (RMSEA) is lower than (Table 1) the acceptable threshold of .08 (Anderson
& Gerbing, 1988). The chi-square difference test (Table 1) revealed that the Model 3 (Table 1) showed good fit
indices as compared to other alternative models (Model 1 and Model 2). Results confirmed and showed no
validity issues regarding our proposed model and data.
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Table 1 - Model Fit indices

Fit Indices

Vs df 7/df CFI TLI RMSEA
Model
Model 1: Single-Factor CFA 3189.21 209  15.25 .50 A2 .20
Model 2: Three-Factor CFA 2001.45 206  9.71 .62 71 13
Model 3: Four-Factor CFA 481.97 195 2.47 .95 .96 .06

1 Chi-square value, df degree of freedom,

Then, to assess convergent validity, the authors analyzed the standardized regression weights of all items. For
all items, standardized regression weights ranged between .67 and .92. Kline (2015), reported that a standardized
value higher than .60 demonstrates a reasonably high factor loading. To more fully assess the discriminant
validity of the four factors in our model, we followed Fornell and Larcker (1981) procedure and compared the
respective squared correlations between factors with the respective AVEs of the factors. Through this method,
the problem of difference in chi-square can be resolved. The four variables are distinctive, as the AVE belongs
to four factors, as shown in Table 2 are more substantial than their squared correlations.

For internal consistency and reliability (Table 2), we relied on Cronbach’s alpha. These scales showed internal
consistency and reliability with values for all variables ranging from .85 to .91, higher than the acceptable value
of .70 (Nunnally, 1978).

Table 2 - Convergent and discriminant validity

Constructs 1 2 3 4 Cronbach’s Alpha
1. Ethical Leadership .65 91
2. Stress 33 71 .85
3. Whistleblowing 37 18 .63 91
4. Interactional Justice 32 11 25 .64 .89

Notes: bold values are AVE, Other values: squared correlations

To assess common method bias, a common latent factor test was applied (Podsakoff, MacKenzie, Lee, &
Podsakoff, 2003). For conducting the common latent factor test, the authors used CFA and constrained all the
items for all dependent and independent variables to load on a single factor. It was concluded that the model
only explained 29.16% of the common factor, which is not higher than the threshold value. Therefore, these
results indicate that in our data, standard method bias is not a severe threat.

Hypothesis Testing

The structural equation modeling platform was adopted for analyzing the structural regression model (indirect
effect: bootstrapping in AMOS 24 and moderating effects: Orthogonalization, Figure 1) simultaneously. To do
so, we followed the orthogonalized approach to test the interaction effect in structural equations (Little,
Bovaird, & Widaman, 20006). Little et al. (2006) use observed covariation patterns among all possible indicators
of interaction for testing the moderation effect by creating a latent interaction term. We then directly included
interaction latent variable and its measure in our model. This model (Model 1) produces a good fit (32 = 1689.5,
df = 738, x2/df = 2.289; CFI = .94; TLI = .93; RMSEA = .05) (see Model 1 in Table 3). In pursuit of the best-
fit model, we compare the two possible alternative structural regression models with our hypothesized model
(Table 3), which shows that our proposed model (Table 3; Model 1) reports a better fit as compared to the
other. Therefore, we select this model 1 for the interpretation of the results.
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Table 3 - Fit indices of the structural models

Fit Indices

Vs df 7/ CF1  TLI RMSEA
Model
Model 1: Hypothesized Model 1689.5 738  2.289 0.94 093 0.05
Alternative Models
Model 2: EL>PS>WB 812.44 270  4.52 .90 .89 .08
Model 3: PS> WB->EL 509.57 196  2.61 .88 .90 .08

There is a positive impact of whistleblowing intentions on ethical leadership via psychological stress (3 = 0.16,
p <.001, Figure 1). Similarly, ethical leadership positively and significantly effecting whistleblowing intentions
(8 = 0.37, p < .001, Figure 1). Hypothesis 3 stipulated that interactional justice moderates between ethical
leadership and whistleblowing intentions. Our results provided support for Hypotheses 3 (8 = 0.11, p < .01,
Figure 1). The data support Hypotheses 1, 2, and 3 (see Figure 1).

Interactional
Justice

«—— ATT0 —

l 0.37***

Whistleblowing | 0165 o) Stress | N Ieigéirz,?]lip

Figure 1 - Hypothesized Framework

Discussion and conclusion

The proposed theoretical model describes the significance of considering whistleblowing in an organization
that is stimulated by the pressures of social actors. We are proposing a new perspective by integrating the
conservation of resource theory to elucidate the association of employees’ whistleblowing intentions with
ethical leadership behavior at work. To summarize, we have argued whistleblowing can influence the ethical
behavior of leadership through the mediating mechanism of psychological stress. Results showed that while
working, leaders are the ones who have to answer stakeholders regarding their decisions. They are the ones who
are answerable, and due to this fact, they stressed out when anything is going to hurt their earned resources or
fear of being spotted if the whistle is blown, they start adopting ethical practices. Because if they do not portray
themselves as ethical leaders, they may lose their status and social standing that they have earned (Lin, Ma, &
Johnson, 2016). We further argued, and results showed that ethical leadership could also influence the
whistleblowing intentions of its followers.

On one hand where leaders through the whistleblowing intentions from employee feel psychological stress and
try to adopt normative behavior, but conversely, it is also essential that ethical leadership is not all about being
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ethical people, they also have to stimulate normative behavior by encouraging and supporting their followers.
They are the one who set the standards as they are one who is legitimate role models (Trevifio et al., 2000).
Ethical leadership is the one who sticks to their ethical values by supporting their followers to act ethically
without fear of anyone and to blow the whistle on every wrongdoing they witness at the workplace. This side
of ethical leadership is essential from the perspective of whistleblowing that shows a higher risk of retaliation,
both by individual/group or by organizations against whom the whistle is blown.

Furthermore, the current study also explained the moderation of interactional justice in a way that moderates
the relationship between ethical leadership and whistleblowing intentions in organizations. It explains that from
ethical leaders, followers get the impression that their leaders are honest and trustworthy, which enables them
to blow the whistle when they see anything going against the interest of their organization. This behavior in
employees comes from the interaction they have at the workplace. And through such interactions, they feel a
sense of trustworthiness and fairness that enables then to have confidence while reporting any wrongdoing.
Thus, when employees feel interactional justice, the existing relationship becomes more robust as our results
also showed during the analysis. This study provides insights related to the employee-employer relationship that
enables the researchers and practitioners to study their impacts from different theoretical lenses.

Extant literature has documented a growing interest in exploring whistleblowing intentions and leadership
behaviors (Bhal & Dadhich, 2011; Liu, Liao, & Wei, 2015). However, quite a few studies have provided from
the perspective of ethical leadership on individual and organizational outcomes, for instance, individual
outcomes (knowledge sharing, affective commitment and turnover intention of employees), and organization
outcomes (corporate social responsibility, firm performance) from maintaining ethical culture in the
organization (Demirtas & Akdogan, 2015; Lei et al., 2019; Wu, Kwan, Yim, Chiu, & He, 2015). It is evident
that whistleblowing intentions are more prevailing in higher ethical climate (Finn, 1995); the authors posit the
mechanism of psychological stress to elucidate the proposed relationship. This provides a much-needed
contribution to the field of whistleblowing and ethical leadership literature.

Future Directions and Limitations

This study was conducted in South Asia, where standards, values, national culture, traditions, and regulations
are different from Western countries. Even though our proposed model is theoretically driven, and results are
generalizable in most situations, the strength of relationships drawn in this research may differ in other cultural
environments and in Western or developed economies. Furthermore, we took precautions to address social
desirability bias and common method variance (for example, well-established scales, survey’s instruction and
structure, confidentiality, and anonymity), all the constructs measured through the self-reported survey.
Although, all measures in this research reflect individual-level cognition and perception. Though self-reported
surveys are considered useful and valid approaches for evaluating the attitudes, feelings, and perceptions of
individuals (Glick, Jenkins Jr, & Gupta, 1986). Podsakoff and Organ (1986) also demonstrated that individuals
provide responses to ongoing organizational events quite accurately. However, this study employed the method
of Podsakoff et al. (2003) the common latent factor test to minimize the threats of common method bias.
Moreover, this study adopted a cross-sectional design; we encourage future research to adopt a longitudinal
research design integrating constructs for multiple sources in order to support the causality of observed
relationships and to minimize potential bias.

Funding: This research received no external funding.
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