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This study examines the causal relationships between the elements of the Fraud 
Diamond Theory (FDT) pressure, opportunity, rationalization, and capability and their 
impact on corruption in Malaysia, using the PESTEL analysis, which includes politics, 
economy, society, technology, environment, and law. A national survey was conducted 
involving 2,042 Malaysian respondents across all 14 states in Malaysia. For analysis, 
Partial Least Squares Structural Equation Modeling (PLS-SEM) was adopted to test 
the hypotheses. The findings reveal that all FDT elements significantly influence 
corruption across the PESTEL components. Specifically, the social component is most 
impacted by the pressure element. Meanwhile, the opportunity element is highly 
associated with political impact. Additionally, rationalization has a strong impact on 
law. Similarly, law is also the component most affected by the capability factor. These 
findings were later used as input in the development of the latest Malaysian National 
Anti-Corruption Strategy (NACS) 2024-2028. Furthermore, the implications align with 
Sustainable Development Goal (SDG) 16, which advocates for strong institutions, 
justice, and reduced corruption. 
 

Contribution/Originality: This study is among the pioneering research on corruption that justifies the impact 

of corruption through PESTEL analysis. Specifically, the interconnectedness between micro-level drivers from 

FDT elements and macro-level impacts from the PESTEL analysis was adopted in this study. 

 

1. INTRODUCTION 

Symptoms of corruption in Malaysia are increasingly prevalent nowadays. Based on Figure 1, statistics from 

the Malaysian Anti-Corruption Commission (MACC) indicate that the average number of corruption cases has been 

rising since the Malaysian Movement Control Order (MCO) in 2020 until 2021. In 2022, corruption cases increased 

by 6.38 percent, totaling 909 cases compared to the previous year's 851 cases (Jones, 2022; MACC, 2023). 

Additionally, the Corruption Perception Index (CPI), issued by Transparency International (TI), shows a declining 

trend: from a score of 53 in 2019, dropping to 51 in 2020, 48 in 2021, and further to 47 in 2022. However, there was 
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a slight improvement in the CPI for 2023, with Malaysia ranked 57th and scoring 50, remaining unchanged in the 

CPI for 2024 (TI-Malaysia, 2025). 

 

 
Figure 1. Malaysian corruption perceptions index (CPI) 2020-2024. 

Source: TI-Malaysia (2025). 

 

According to CPI scores, lower scores indicate higher corruption levels in a country, while higher scores 

indicate cleaner practices. This trend suggests that corruption in Malaysia has been increasing annually. If 

unchecked, this corruption could significantly impact the country across social, economic, and national security 

aspects (Ab Rahman, Aziz, Salleh, & Kamarulzaman, 2023). However, these index scores only reflect a country's 

relative position on the global corruption scale and may not accurately measure the effectiveness of anti-corruption 

efforts within a country. The United Nations Office on Drugs and Crime (UNODC) Practical Guide for Developing 

and Implementing a National Anti-Corruption Strategy concurs with this opinion by suggesting that index scores 

must not be overstated when designing anti-corruption strategies (UNODC, 2021). 

The Triangle Theory (FTT) (Cressey, 2017) and Fraud Diamond Theory (FDT) (Wolfe & Hermanson, 2004) 

are two of the most referenced hypotheses claiming to explain why fraud happens. FTT is a highly debated 

hypothesis in fraud war literature (Arkorful, Lugu, Arkorful, & Charway, 2022; Ratmono & Frendy, 2022; Saluja, 

2024; Saluja, Aggarwal, & Mittal, 2022; Suprapto & Agustia, 2023). FDT highlights the convergence of multiple 

factors that promote fraud (Ratmono & Frendy, 2022). FDT was developed as an improved FTT (Ozcelik, 2020). 

Wolfe and Hermanson (2004) are of the view that a fourth factor needs to be considered to detect and combat fraud 

beyond opportunity, pressure and rationalization.  

SDG 16 aims to promote peaceful and inclusive societies for sustainable development, ensure access to justice 

for all, and establish effective, accountable, and inclusive institutions at all levels. Since corruption incurs significant 

economic costs and adversely affects public service delivery, it has been identified as a critical threat to achieving 

SDG 16 (Bowra, Saeed, Gorodensky, & Kohler, 2022). Corruption significantly undermines the effectiveness of any 

given governance structure and has thus become a focal point for governance reforms (Hunter, Uwaydah Mardini, 

El-Seblani, & Elsayed, 2020).  

Focusing solely on governance reforms as a solution creates a circular logic: while reforms should address 

corruption, corruption itself may undermine these very reform efforts (Khan, Abbass, Qun, & Asif, 2024; Manara, 

Nübold, van Gils, & Zijlstra, 2023; Plaček, Ochrana, Vaceková, Langr, & Půček, 2022; Quah, 2022a, 2022b). 

Existing research on corruption has extensively utilized FTT and FDT to understand the motives behind 

fraudulent activities, focusing on individual-level drivers such as pressure, opportunity, and rationalization 

(Cressey, 2017; Wolfe & Hermanson, 2004). However, these studies often fail to connect these factors to broader 

systemic impacts, such as their influence on political, economic, and social systems. Similarly, while PESTEL 
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analysis has been widely applied to assess macro-environmental impacts, it is rarely used to examine corruption 

dynamics comprehensively. 

This research advances the existing body of knowledge by synthesizing the Fraud Diamond Theory (FDT) 

with PESTEL analysis, thereby establishing an integrated framework that links individual-level motivations to 

broader systemic outcomes. Through a detailed exploration of the interplay between the four elements of FDT 

pressure, opportunity, rationalization, and capability and the six dimensions of PESTEL (political, economic, social, 

technological, environmental, and legal), this study provides a more comprehensive understanding of corruption 

within the Malaysian context. Unlike prior studies that tend to examine either individual behaviors or macro-level 

impacts in isolation, this approach highlights the dynamic interrelationship between micro-level drivers and macro-

level consequences. 

Moreover, this research addresses a significant gap in the literature by presenting empirical evidence from 

Malaysia, a country where corruption continues to pose substantial challenges with profound effects on governance, 

economic resilience, and social progress. The findings offer valuable insights that inform the formulation of 

practical, evidence-based strategies for Malaysia’s National Anti-Corruption Strategy (NACS) 2024–2028, thereby 

serving as an important resource for policymakers. The structure of this paper is as follows: Section Two reviews 

relevant literature and theoretical foundations; Section Three outlines the research methodology and data sources; 

Section Four presents the study’s results; and the final section provides a conclusion along with policy 

recommendations. 

 

2. LITERATURE REVIEW 

The Fraud Triangle Theory (FTT) (Cressey, 2017) and the Fraud Diamond Theory (FDT) (Wolfe & 

Hermanson, 2004) are the two most cited hypotheses that have tried to explain the causes of fraud. Both theories 

explain the determinants of dishonest action. The reasons why people commit fraudulent and unethical acts were 

the focus of Cressey (2017) work, which he later formalized as the FTT. Based on this hypothesis, pressure, 

opportunity, and rationalization are the three fraud requirements. 

Wolfe and Hermanson (2004), however suggested adding a fourth component to the original three to make the 

original FTT more effective in fraud prevention and detection. They added 'capability' as the fourth component to 

the four-component FDT. In particular, they suggested that, in addition to the other three, fraud cannot be 

successful unless the perpetrator is capable. 

Therefore, FDT can be termed a more evolved or expanded form of FTT, introducing “capability” into the 

three core components of fraud (Arel, Tomas III, & Stark, 2023; Arkorful et al., 2022; Ratmono & Frendy, 2022). 

There have been four building blocks described as being behind corruption: (i) pressure; (ii) opportunity; (iii) 

rationalization; and (iv) capability (Wolfe & Hermanson, 2004). In short, both FTT and FDT models can be 

employed to explain 'why' and 'how' individuals become involved in corrupt practices. 

On the other hand, PESTEL analysis has been extensively used as a tool for determining the impacts of corrupt 

practices. Francis Aguilar created the PESTEL analysis, a strategic planning model that examines both micro and 

macro effects, in 1967 (Khan, Ali, Petrillo, & De Felice, 2023). PESTEL analysis has been used in cases of systemic 

reforms to combat corruption, particularly among government agencies, which include: (i) political; (ii) economic; 

(iii) social; (iv) technological; (v) environmental; and (vi) legal (Astafurova & Golomanchuk, 2021). 

There are several advantages to adopting PESTEL analysis, including its simplicity and ease of use, its ability 

to enhance understanding of causal effects, its encouragement of strategic thinking to mitigate effects, its aid in 

anticipating future difficulties and taking preemptive action, and its ability to identify new opportunities and 

effectively exploit them (Akman, 2020). In this study, it is believed that PESTEL analysis will provide necessary 

insights into corruption challenges, including both positive and negative implications of corruption, and will help in 

developing possible strategies to combat corruption (Yusop, 2018). 
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Thus, this study will investigate the relationship between corruption factors based on FDT elements 

(opportunity, pressure, rationalization, and capability) and corruption impacts based on PESTEL analysis (political, 

economic, social, technological, environmental, and legal). 

 

2.1. Pressure Factor and PESTEL Impacts 

The first factor is pressure, whether financial or work-related. Every corrupt individual faces some pressure to 

commit unethical behavior (Abdullahi & Mansor, 2018; Arkorful et al., 2022). Ratmono and Frendy (2022) pointed 

out that since the pressure to commit corruption may not be real, it is important to use the word "perceived". 

Perceived pressure can manifest in various forms, especially in unshakeable financial needs (Avortri & Agbanyo, 

2020).  

Financial pressure is recognized as the most common factor leading entities to engage in unethical actions. 

Specifically, about 95% of all corruption cases are perpetrated due to individuals' financial pressures (Arel et al., 

2023; Belloumi & Alshehry, 2021; Demetriades & Owusu-Agyei, 2022; Ratmono & Frendy, 2022). Khamainy, Ali, 

and Setiawan (2022) states that pressure is a significant factor in committing corruption.  

Moreover, Radević, Alfirević, and Lojpur (2022) define the pressure to commit fraud as "the source of heat for 

the fire." However, having this pressure does not serve as a reason for someone to commit corruption. Quah (2022a) 

and Quah (2022b) also argue that pressure could be related to financial, non-financial, political, and social factors. 

Political and social pressures occur when a person feels that they cannot afford to fail due to their status or 

reputation (Gouvêa Maciel & Santos, 2024). Meanwhile, economic pressure causes individuals or organizations to 

commit corruption, especially to demonstrate their financial stability (Natalis, 2020). 

According to Yusop (2018), pressure relates to employees' motivation to commit corruption due to greed or 

personal financial pressures. Similarly, Ratmono and Frendy (2022) believe that personal and corporate pressures 

are key motives for committing corruption. The interaction of these factors leads individuals to commit corruption 

(Nguyen, 2023; Nor & Mohamed, 2024; Paar-Jakli & Molina, 2023). Demetriades and Owusu-Agyei (2022) 

categorize pressure into four groups, including economic, vice, job-related, and other pressures. Khamainy et al. 

(2022) opine that pressure can be either a positive or negative force. This leads to the following hypothesis: 

H1a: The pressure factor significantly impacts politics in Malaysia. 

H1b: The pressure factor significantly impacts the economy in Malaysia. 

H1c: The pressure factor significantly impacts society in Malaysia. 

H1d: The pressure factor significantly impacts technology in Malaysia. 

H1e: The pressure factor significantly impacts the environment in Malaysia. 

H1f: The pressure factor significantly impacts the law in Malaysia. 

 

2.2. Opportunity Factor and PESTEL Impacts 

The second factor is opportunity, where individuals are inclined to engage in corruption when they perceive an 

accessible 'path' with minimal risk of being caught. Opportunities arise from weaknesses in internal controls, 

bureaucratic inefficiencies, lack of oversight, absence of task segregation systems, and broad discretionary powers 

(Arkorful et al., 2022; Radević et al., 2022; Ratmono & Frendy, 2022). For example, an application process burdened 

with multiple layers of approval (bureaucracy or red tape) can lead to delays, creating opportunities for clients 

seeking expedited service to offer bribes. 

Similarly, overly complex procedures may prompt officials to expedite processes in exchange for certain fees 

(Avortri & Agbanyo, 2020). In the field of accounting, this is termed as internal control weaknesses (Liu, Wang, & 

Wang, 2023). The concept of perceived opportunity suggests that people will take advantage of circumstances 

available to them (Khamainy et al., 2022). In most cases, the lower the risk of being caught, the more likely it is that 

corruption will take place (Cressey, 2017). Several factors contribute to the existence of opportunities to commit 
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corrupt activities within an organization, such as employee negligence, policy breaches, and the lack of disciplinary 

actions (Demetriades & Owusu-Agyei, 2022).  

Wolfe and Hermanson (2004) explains “opportunity” as the ability to override corruption controls. Manara et 

al. (2023) alarms that opportunity refers to the ability and power of an employee to recognize weaknesses in the 

organizational system and exploit them to make corruption possible. Furthermore, Khamainy et al. (2022) argues 

that, even when pressure is extreme, financial corruption cannot occur unless an opportunity is present. 

Accordingly, the following hypothesis is then evaluated. 

H2a: The opportunity factor significantly impacts politics in Malaysia. 

H2b: The opportunity factor significantly impacts the economy in Malaysia. 

H2c: The opportunity factor significantly impacts social aspects in Malaysia. 

H2d: The opportunity factor significantly impacts technology in Malaysia. 

H2e: The opportunity factor significantly impacts the environment in Malaysia. 

H2f: The opportunity factor significantly impacts law in Malaysia. 

 

2.3. Rationalization Factor and PESTEL Impacts 

The third factor is the rationalization of their actions. Individuals involved in corruption do not see themselves 

as criminals; instead, they consider themselves honest people caught in unfortunate circumstances (Wolfe & 

Hermanson, 2004). They justify their misconduct with seemingly logical reasons. In this context, the concept of 

rationalization indicates that individuals must formulate morally acceptable ideas to themselves before engaging in 

unethical behavior (Charlopova, Andon, & Free, 2020). It refers to the justification and excuses that differentiate 

immoral conduct from criminal activity. Rationalizations are often used during pleas to protect individuals from 

self-blame or to argue that there was no criminal intent (Abbas, Qaisar, Ali, Alturise, & Alkhalifah, 2022). If 

individuals cannot justify dishonest actions, they are unlikely to engage in corruption. Rationalization is difficult to 

detect because it involves the individual's mindset, which cannot be directly observed (Kamaruddin et al., 2025).  

Meanwhile, individuals who commit fraud possess a particular mindset that enables them to justify or excuse 

their corrupt actions (Çollaku, Ramushi, & Aliu, 2024; Khamainy et al., 2022). Rationalization is the justification of 

corrupt behavior due to individuals' lack of personal integrity, moral reasoning, or adherence to social norms 

(Avortri & Agbanyo, 2020; Peralta-Borray, Acuña, & Zapata, 2024). The propensity to commit corruption depends 

on ethical values as well as the personal attitudes of individuals (Wolfe & Hermanson, 2004). Hsiao, Vogt, and 

Quentin (2019) concluded that a bridge between incentive/pressure and opportunity is created when an individual 

can rationalize corrupt behavior. Hence, the following hypotheses are postulated. 

H3a: The rationalization factor significantly impacts politics in Malaysia. 

H3b: The rationalization factor significantly impacts the economy in Malaysia. 

H3c: The rationalization factor significantly impacts social aspects in Malaysia. 

H3d: The rationalization factor significantly impacts technology in Malaysia. 

H3e: The rationalization factor significantly impacts the environment in Malaysia. 

H3f: The rationalization factor significantly impacts the law in Malaysia. 

 

2.4. Capability Factor and PESTEL Impacts 

The fourth factor is the capability to commit corruption. In other words, corruption will not occur if individuals 

lack the ability to do so. Capability arises when an individual holds a position of power within an organization, 

possesses the knowledge to manipulate work processes, has confidence that their actions will go undetected or 

unpunished, and can overcome any guilt associated with their wrongdoing (Alhaimer, 2024; Arel et al., 2023). 

Factors such as position, intelligence, ego, coercion, deceit and stress support this capability (Wolfe & Hermanson, 
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2004). In fact, not every individual who has motivation, opportunity, and realization will commit corruption due to 

a lack of capability to carry it out or conceal it (Cheliatsidou, Sariannidis, Garefalakis, Azibi, & Kagias, 2023).  

Arellano-Gault, Trejo, and Rojas-Salazar (2024) and Arkorful et al. (2022) suggest that this element is 

particularly crucial in cases of large-scale or long-term corruption. Furthermore, Gouvêa Maciel and Santos (2024) 

and Amegavi, Quarshie, and Mensah (2022) believe that only individuals with extremely high capability can 

understand internal controls, identify their weaknesses and exploit them to plan and carry out corruption. Similarly, 

Khamainy et al. (2022) argue that rationalization and capability are interconnected, with the strength of each 

element influencing the others. Therefore, this paper assumes that. 

H4a: The capability factor significantly impacts politics in Malaysia. 

H4b: The capability factor significantly impacts the economy in Malaysia. 

H4c: The capability factor significantly impacts social aspects in Malaysia. 

H4d: The capability factor significantly impacts technology in Malaysia. 

H4e: The capability factor significantly impacts the environment in Malaysia. 

H4f: The capability factor significantly impacts law in Malaysia. 

 

3. METHODOLOGY 

This study examines the causal relationships between the elements of the FDT and their impact on corruption 

in Malaysia using PESTEL analysis. For data collection, a quantitative approach is employed, with primary data 

serving as the main source. Specifically, a nationwide cross-sectional survey has been adopted to gain broad and 

general insights into current corruption factors and their impacts, particularly in the Malaysian context 

(Kamaruddin et al., 2025). 

 

3.1. Population and Sample 

This nationwide cross-sectional survey was conducted from November to December 2023 throughout 

Malaysia. Samples were randomly selected using enumeration blocks and living quarters provided by the 

Department of Statistics Malaysia (DOSM). The study population consisted of the public across Malaysia, and the 

sample was determined using a sampling framework based on the citizen population across five zones: Northern 

Malaysia, Central Malaysia, Southern Malaysia, East Coast Malaysia, and East Malaysia. 

Sample selection was conducted by the research team using the stratified random sampling technique, with a 

total sample size of n = 2,000 (400 samples x 5 zones) for the entire Malaysian population. This sample size was 

determined considering various factors affecting study activities, such as limited costs, human resources, and time 

constraints. Therefore, selecting 2,000 participants was deemed sufficient, meeting the minimum sample size 

requirement of 384 individuals per population exceeding 100,000 people in each zone (Krejcie & Morgan, 1970).  

 

 
Figure 2. Sample distribution by state in Malaysia. 
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During the data purification process, an additional 2% of participants were included due to their willingness to 

participate during data collection. The final number of respondents included in the analysis for this study was 2,042 

(see Figure 2). This adjustment did not affect the research requirements as the sample calculation already accounted 

for a 5% dropout rate. 

 

3.2. Questionnaire Design 

The survey consisted of the following components: Part A included socio-demographic information capturing 

respondent characteristics such as gender, age, marital status, race, education level, and household income. Part B 

focused on the factors influencing corruption in Malaysia based on FDT, covering pressure, opportunity, 

rationalization, and capability (Kamaruddin et al., 2025; Wolfe & Hermanson, 2004). Meanwhile, the application of 

PESTEL analysis elements to examine the impacts of corruption in Malaysia, covering politics, economy, social, 

technology, environment, and law, was covered in Part D (Astafurova & Golomanchuk, 2021; Blanco-Alcántara, 

García-Moreno Rodríguez, & López-de-Foronda Pérez, 2022; Yusop, 2018). Responses were rated on a five-point 

Likert scale, ranging from Strongly Disagree (1) to Strongly Agree (5). 

 

3.3. Data Analysis Technique 

For analysis, Partial Least Squares Structural Equation Modeling (PLS-SEM) was employed, widely 

recognized in applied studies as an effective tool for examining causal-predictive associations in models for theory 

development and testing (Amusa & Hossana, 2024; Hair et al., 2021a; Sarstedt et al., 2022). PLS-SEM is ideally 

suited to construct and test explanatory-predictive theories because of its strengths in prediction and explanation 

(Sarstedt et al., 2022). By using indirect approaches to exhibit relationships between variables and measures, this 

method supports the estimation of a system of equations for the proposed research model (Hair et al., 2021a). 

 

4. RESULTS AND DISCUSSIONS 

4.1. Respondents’ Background 

In the end analysis, 2,042 participants in total were utilized. Demographic details of the participants are given 

in Table 1. The greatest proportion of responders (35.1%) belonged to the age group of 18-30 years, and 59.0% 

were males. The majority of respondents were single (70.0%) and of Malay ethnicity (81.1%). They had completed 

education up to the high school level (SRP/SPM) (35.0%), and 73.3% belonged to the bottom 40% (B40) household 

income group. 

 

Table 1. Respondents’ background. 

Respondents’ background Item Frequency (n) Percentage (%) 

Gender 
Male 1,200 59.0 
Female 842 41.0 

Age 

18 - 30 years 717 35.1 
31 - 40 years 713 34.9 
41 - 60 years 596 29.2 
Above 61 years 16 0.8 

Marital status 
Married 1,430 70.0 
Single 557 27.3 
Divorced 55 2.7 

Race 

Malay 1,656 81.1 
Sabah native 128 6.3 
Indian 99 4.8 
Chinese 80 3.9 
Sarawak native 76 3.7 
Others 3 0.3 

Level of education 
High school (SRP/ SPM) 714 35.0 
Bachelor’s degree 583 28.6 
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Respondents’ background Item Frequency (n) Percentage (%) 

STPM/ Matriculation/ Diploma 476 23.3 
Master’s degree 134 6.6 
Philosophy doctorate 83 4.1 
Others (Vocational certification) 52 2.5 

Household income category 
B40 (RM2,560 - RM5,249) 1,500 73.3 
M40 (RM5,250 - RM11,819) 426 20.8 
T20 (RM11,820 and above) 116 5.7 

 

4.2. Measurement Model 

Under PLS-SEM, the first stage is to develop the measurement model. Several tests are conducted to assess the 

accuracy of the measurement model, including internal consistency reliability (Cronbach’s alpha), composite 

reliability (CR), convergent validity (average variance extracted, @AVE), and discriminant validity (heterotrait-

monotrait ratio, @HTMT, and Fornell-Larcker criterion). 

Based on Table 2, all CA and CR values exceed 0.7, suggesting high reliability (Cheung, Cooper-Thomas, Lau, 

& Wang, 2024; Hair et al., 2021b). Meanwhile, for convergent validity, all factor loadings had values higher than 

the minimum threshold (0.5), ranging from 0.785 to 0.938, and were significant at the 0.001 level, as suggested 

(Hair et al., 2021b). 

 

Table 2. Reliability and convergent validity test. 

Variables 
Cronbach’s 

alpha 
Composite reliability 

(rho_a) 
Composite reliability 

(rho_c) 
Average variance 
extracted (AVE) 

Capability 0.953 0.957 0.961 0.780 
Economy 0.948 0.951 0.959 0.796 
Environment 0.957 0.958 0.967 0.853 
Law 0.962 0.962 0.971 0.868 
Opportunity 0.928 0.929 0.944 0.736 
Politics 0.958 0.959 0.965 0.799 
Pressure 0.910 0.922 0.927 0.617 
Rationalization 0.980 0.981 0.983 0.879 
Social 0.922 0.922 0.941 0.762 
Technology 0.947 0.949 0.958 0.791 
Note:  Cronbach alpha (CA) > 0.7; Composite reliability (CR) > 0.7; Average variance extracted (AVE) > 0.05. 

 

Finally, a discriminant validity test was performed before assessing the fit of the measurement model. 

Discriminant validity is established when HTMT values for each construct are below 0.90 (Henseler, Ringle, & 

Sarstedt, 2015). Based on the HTMT results in Table 3, all factors and impacts of the corruption constructs have 

HTMT values below the threshold, which is acceptable. Additionally, the Fornell and Larcker criterion was tested 

by ensuring that the value of the square root of each AVE is greater than the correlation values between latent 

variables. According to the Fornell and Larcker results in Table 4, the values of the square root of AVE for all 

factors and impacts of corruption were as targeted. 
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Table 3. Discriminant validity (HTMT) test. 

 Variable Capability Economy Environment Law Opportunity Politics Pressure Rationalization Social Technology 

Capability  
         

Economy 0.449         
 

Environment 0.439 0.772        
 

Law 0.459 0.793 0.782       
 

Opportunity 0.747 0.482 0.448 0.467      
 

Politics 0.492 0.766 0.652 0.743 0.513     
 

Pressure 0.671 0.499 0.477 0.491 0.734 0.496    
 

Rationalization 0.448 0.151 0.151 0.072 0.403 0.149 0.352   
 

Social 0.502 0.885 0.788 0.856 0.53 0.802 0.543 0.124  
 

Technology 0.456 0.851 0.815 0.856 0.491 0.716 0.507 0.12 0.868 
 

Note: HTMT <0.90. 

 

Table 4. Discriminant validity (Fornell and Larcker) test. 

  Variable           Capability Economy Environment Law Opportunity Politics Pressure Rationalization Social Technology 

Capability 0.883          

Economy 0.431 0.892         

Environment 0.424 0.737 0.924        

Law 0.445 0.759 0.752 0.932       

Opportunity 0.706 0.454 0.425 0.443 0.858      

Politics 0.473 0.732 0.626 0.714 0.484 0.894     

Pressure 0.627 0.468 0.45 0.471 0.674 0.469 0.785    

Rationalization 0.427 0.145 0.145 0.07 0.384 0.143 0.311 0.938   

Social 0.475 0.829 0.742 0.806 0.492 0.754 0.506 0.119 0.873  

Technology 0.438 0.808 0.778 0.819 0.462 0.683 0.477 0.115 0.813 0.89 
Note: Square root of AVE (Bolded) values > other correlation value between latent variables. 
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4.3. Structural Model 

After the measurement model fit all reliability and validity tests, hypothesis testing was conducted on the 

structural model to generate t-values, β-values, and p-values. The strength of the relationship between constructs 

was measured by β-values, while the significance of the relationship was measured by t-values. These values are 

used to determine whether the analysis findings support the hypotheses. Therefore, a summary of the findings for 

hypothesis testing between factors and impacts of corruption in this study is presented in Table 5. The structural 

model for this study, developed using SmartPLS-SEM, is shown in Figure 3. 

 

 
Figure 3. Structural model. 
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Table 5. Hypotheses testing results. 

Hypotheses Beta values (β) t-values p-values Results 

H1a Pressure → Politics 0.207 6.554 0.000 Supported 

H1b Pressure → Economy 0.259 8.285 0.000 Supported 

H1c Pressure → Social 0.273 9.124 0.000 Supported 

H1d Pressure → Technology 0.266 8.363 0.000 Supported 

H1e Pressure → Environment 0.254 8.076 0.000 Supported 

H1f Pressure → Law 0.268 8.670 0.000 Supported 

H2a Opportunity → Politics 0.221 6.823 0.000 Supported 

H2b Opportunity → Economy 0.191 5.874 0.000 Supported 

H2c Opportunity → Social 0.210 6.670 0.000 Supported 

H2d Opportunity → Technology 0.202 6.252 0.000 Supported 

H2e Opportunity → Environment 0.145 4.371 0.000 Supported 

H2f Opportunity → Law 0.162 5.224 0.000 Supported 

H3a Rationalization → Politics -0.105 6.202 0.000 Supported 

H3b Rationalization → Economy -0.081 4.469 0.000 Supported 

H3c Rationalization → Social -0.138 8.451 0.000 Supported 

H3d Rationalization → Technology -0.123 6.869 0.000 Supported 

H3e Rationalization → Environment -0.072 3.899 0.000 Supported 

H3f Rationalization → Law -0.177 10.797 0.000 Supported 

H4a Capability → Politics 0.233 7.282 0.000 Supported 

H4b Capability → Economy 0.168 5.245 0.000 Supported 

H4c Capability → Social 0.215 7.057 0.000 Supported 

H4d Capability → Technology 0.181 5.639 0.000 Supported 

H4e Capability → Environment 0.193 6.015 0.000 Supported 

H4f Capability → Law 0.239 7.817 0.000 Supported 

 

Based on Table 5, the results demonstrate that all Fraud Diamond Theory (FDT) factors—pressure, 

opportunity, rationalization, and capability significantly influenced the six PESTEL components (political, 

economic, social, technological, environmental, and legal) in the Malaysian context. This aligns with findings from 

previous studies in developing countries, such as Spyromitros and Panagiotidis (2022), who observed similar 

impacts of corruption on economic growth and governance in sub-Saharan Africa and Southeast Asia. However, 

unlike countries with high levels of institutional oversight, Malaysia's unique political and socio-economic structure 

amplifies certain corruption impacts, particularly in the political and economic domains. 

 

4.3.1. Pressure on PESTEL 

Corruption in Malaysia is deeply intertwined with political, economic, and social factors. Politically, money 

politics and undue influence in government contracts contribute significantly to corruption, as seen in high-profile 

cases like 1MDB. The study confirms a strong link between political pressure and corruption (β = 0.207, p = 0.000), 

similar to trends in countries with weak political funding regulations like Brazil and Nigeria (Quah, 2022a). 

Economically, corruption is driven by opportunity and capability (β = 0.259, p = 0.000), leading to inflated project 

costs and misappropriation of public funds, mirroring procurement issues in India (Saluja, 2024). Socially, 

corruption exacerbates income inequality and reduces trust in institutions (β = -0.138, p = 0.000), particularly 

affecting marginalized communities, as seen in studies from sub-Saharan Africa (Hsiao et al., 2019). 

Beyond these, corruption also hinders technological progress, environmental sustainability and legal integrity. 

Bureaucratic corruption delays digital transformation (β = 0.266, p = 0.000), limiting the adoption of e-governance 

tools as observed in Indonesia (Natalis, 2020). Environmental corruption, particularly in illegal logging and 

deforestation (β = 0.254, p = 0.000), weakens enforcement efforts, similar to Brazil’s challenges (Shaari, Esquivias, 

Ridzuan, Fadzilah Zainal, & Sugiharti, 2022). Legally, corruption erodes judicial independence and enables selective 

law enforcement (β = 0.268, p = 0.000) as seen in Eastern Europe (Plaček et al., 2022). Malaysia’s ongoing reforms 
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in digital governance, environmental policies, and judicial processes highlight the urgent need for stronger 

enforcement mechanisms and whistleblower protections to combat corruption effectively. 

 

4.3.2. Opportunity on PESTEL 

The results indicate that the opportunity dimension influences all PESTEL factors, supporting the view that 

corrupt practices tend to flourish where monitoring is minimal and enforcement is lax. Specifically, opportunity has 

a significant effect on politics (H2a: β = 0.221, p = 0.000), the economy (H2b: β = 0.191, p = 0.000), social factors 

(H2c: β = 0.210, p = 0.000), technology (H2d: β = 0.202, p = 0.000), the environment (H2e: β = 0.145, p = 0.000), 

and law (H2f: β = 0.162, p = 0.000).  

Such outcomes align with Demetriades and Owusu-Agyei (2022), emphasizing that uncontrolled opportunities 

can lead to corruption and misuse of authority. Similarly, Manara et al. (2023) presented comparable results, 

indicating that corruption at various levels is facilitated through unchecked opportunities within governance 

institutions. According to Avortri and Agbanyo (2020), procedural inefficiencies and lax enforcement in Indonesia 

and Nigeria create conditions where administrative officials exploit procedural loopholes for personal gain. 

Corruption is not just individual misconduct and becomes institutionalized in political and economic 

institutions when governance mechanisms fail to provide sufficient checks, according to Khamainy et al. (2022). 

This concurs with Jones (2022), who explained that discretionary decision-making in the public sector, especially in 

government-connected companies, tends to be associated with corruption in Malaysia. The same patterns have been 

noted in other developing countries where corruption is allowed to continue due to poor regulatory mechanisms 

and discretion (Spyromitros & Panagiotidis, 2022). These findings indicate that Malaysian corruption is part of a 

global pattern where institutionalized abuse of political, economic, and legal systems is enabled by the absence of 

accountability within institutions. 

 

4.3.3. Rationalization on PESTEL 

The results indicate that all PESTEL factors are significantly influenced by the rationalization factor, which 

manifests through individuals using self-serving logic to justify corrupt behavior, thereby perpetuating unethical 

practices. Specifically, rationalization negatively impacts politics (H3a: β = -0.105, p = 0.000), the economy (H3b: β 

= -0.081, p = 0.000), social factors (H3c: β = -0.138, p = 0.000), technology (H3d: β = -0.123, p = 0.000), the 

environment (H3e: β = -0.072, p = 0.000), and law (H3f: β = -0.177, p = 0.000). 

These findings are consistent with prior research, including Charlopova et al. (2020), which identified that 

fraudsters justify corruption by asserting that what they did was required or needed in their particular situation. 

According to Peralta-Borray et al. (2024), corrupt actors tend to construct moral excuses to reduce their guilt and 

avoid taking responsibility for their actions. Like in other rising economies, there is rationalization on the part of 

the government officials in Malaysia who view bribery as a required practice in bureaucracy (Avortri & Agbanyo, 

2020). 

Furthermore, when legal institutions fail to hold anyone accountable, corruption may be institutionalized, as 

reflected in the substantial influence of rationalization on legal structures (H3f: β = -0.177, p = 0.000). Çollaku et al. 

(2024) pointed out that the rationalization of corruption makes it hard to abide by ethical principles, which causes 

long-term systemic corruption.  

According to earlier research by Spyromitros and Panagiotidis (2022) in economic environments, people 

rationalize deceptive actions to sustain their competitive advantage and thereby exhibit economic misbehavior. 

Since resistance to reforms based on accountability usually results from deeply rooted defenses against corrupt 

activities, the negative association between rationalization and technology (H3d: β = -0.123, p = 0.000) also 

demonstrates barriers towards attempts at online transparency (Hsiao et al., 2019). These results indicate that, as 
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patterns in other systems of governance around the world also show, rationalization is essential in promoting 

corruption in political, economic, and legal institutions. 

 

4.3.4. Capability on PESTEL 

The results indicate that all aspects of PESTEL are significantly influenced by the capability aspect of 

corruption. This suggests that individuals with the necessary knowledge, authority, and belief are more likely to 

engage in corrupt practices. Specifically, capability significantly affects politics (H4a: β = 0.233, p = 0.000), the 

economy (H4b: β = 0.168, p = 0.000), social factors (H4c: β = 0.215, p = 0.000), technology (H4d: β = 0.181, p = 

0.000), the environment (H4e: β = 0.193, p = 0.000), and law (H4f: β = 0.239, p = 0.000). 

These results are in agreement with FDT propounded by Wolfe and Hermanson (2004), who presented the 

argument that fraud cannot occur unless the culprit can take opportunities. Likewise, Alhaimer (2024) ascertained 

in what ways influencers in power leverage institutions for gain by taking advantage of knowledge of institutional 

weaknesses. Senior officials tend to use their powers to bypass regulatory barriers in Malaysian political corruption, 

a practice also common in loosely controlled states (Gouvêa Maciel & Santos, 2024). 

Moreover, the tight link between law and capability (H4f: β = 0.239, p = 0.000) indicates that criminals are able 

to use legal loopholes to escape detection. That is what Arellano-Gault et al. (2024) also discovered when they 

found that criminal networks flourish as long as criminals are aware of enforcement vulnerabilities. The strong 

economic effect (H4b: β = 0.168, p = 0.000) corroborates the findings of Amegavi et al. (2022), who found that 

professionals in the banking industry affect economic policy for unlawful purposes. The impact of capacity on 

technology (H4d: = 0.181, p = 0.000) is also in line with Liu et al. (2023), who stated that knowledgeable people can 

evade online security measures to carry out fraud. The results confirm global patterns in institutional corruption, 

indicating that corruption is not only opportunistic but also, in most cases, involves individuals with the ability and 

skill sets to exploit weaknesses. 

 

5. CONCLUSION 

In contributing to the development of the Malaysian National Anti-Corruption Strategy (NACS) 2024-2028 

program, this research aims to address existing gaps by examining aspects related to corruption and their 

consequences. Among the four building blocks of the FDT pressure, opportunity, rationalization, and capability 

these are the most relevant predictors for corruption issues in Malaysia, based on data from 2,042 Malaysians. 

Additionally, it was found that corruption affects all elements of PESTEL politics, economics, society, technology, 

environment, and law particularly within the Malaysian context. 

Corruption in Malaysia is connected to the political, private, and public sectors. Forceful recommendations 

include compelling political aspirants to declare their assets, prohibiting political appointments for government-

linked companies, and introducing a political fundraising bill to deter money politics. To put an end to scandals 

involving conflicts of interest and regain public trust, legislators accused of corruption must resign. 

Since the general public believes that government officials are usually deceitful, extreme measures such as 

integrity programs, moral fortification, and HR administration improvements are required. Where there are 

allegations of corruption, transparency is essential, and the media must report to educate the public. Bureaucratic 

delays should be addressed by utilizing online services, and government wages must be realigned to match the 

current economic scenario. Better rural development strategies should also be implemented to reduce 

unemployment, crime, and the rural-urban divide. 

Lack of adequate policies and internal controls is correlated with corruption in the private sector. Clearly set 

standards, regular risk analysis, and the implementation of an Anti-Bribery Management System (ABMS) are 

necessary to combat this. Digitalization of processes can enhance productivity and minimize the potential for 
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corruption. To enhance corporate integrity and ensure compliance with the law, the private sector also needs to 

develop Corporate Social Responsibility (CSR) programs that deter corruption. 

In the public domain, heightened awareness of anti-corruption issues necessitates involving all stakeholder 

groups, including prominent and influential players such as religious clerics. Strategies should focus on promoting 

virtue and integrity to sensitize the public, which involves applying anti-corruption messaging in mosques, 

churches, public speeches, or podcasts. Coordination between anti-corruption initiatives and programs targeting 

specific populations, with an appropriate approach, is essential for their effectiveness. Additionally, the national 

agenda should prioritize anti-corruption efforts. Offering financial incentives, such as tax deductions, to individuals 

who report corruption can be an effective way to encourage public participation in the fight against corruption. 

This study emphasizes the importance of corruption-free political governance for political stability and 

sustainable development in Malaysia. A systematic approach and effective policies are necessary to improve public 

sector accountability. Although Malaysia has strong anti-corruption laws, their enforcement needs to be 

strengthened. Key areas for improvement include law enforcement upgrades, transparency, ethics training, 

streamlined management, whistleblower protection, and stricter penalties to enhance the effectiveness of anti-

corruption efforts. 

Future research is necessary due to various limitations in this study. Firstly, the cross-sectional design of the 

survey makes it challenging to establish cause-and-effect relationships, especially concerning findings related to 

corruption. Secondly, research on corruption is sensitive, and during the survey phase, some respondents hesitated 

to disclose information due to fear and suspicion about potential consequences. Lastly, time and budget constraints 

posed limitations, despite the need to cover the entire population sample in Malaysia within a relatively short 

period. 
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