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Abstract

In this research, we conduct an experiment for examine the effect of occurrence of the bystander
effect on willingness to report a fraudulent act, Specifically, we investigate the impact of evidence
strength on managers’ decisions to blow the whistle in the presence and absence of other employees who
have knowledge of the wrongdoing. Results indicate that when there is strong evidence indicating a
fraudulent act, individuals with sole knowledge are more likely to report than when others are aware of
the fraudulent act (the bystander effect). However, the bystander effect is not found when evidence of
fraud is weak. Our results have implications for all types of organizations that wish to mitigate the
detrimental effect of fraud. Specifically, training or incentives may be necessary to overcome the
bystander effect in an organization.

Keywords: bystander effect, whistleblowing, reporting fraud, evidence strength, fraud
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