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The Idaho State Controller’s Office distributes this newsletter as a 
cost-effective method of increasing awareness about ways to detect 
and prevent fraud, waste, and abuse in government. 
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Welcome to First Friday Fraud Facts+ (F4+). This edition will discuss 
conflicts of interest and corruption. 

 

Conflicts of interest can happen in any organization. They can be 
there right from the start, or arise over time. Employers and 
employees should be made aware of the situation and handle it in a 
professional manner. By properly disclosing the relationship and 
making it transparent the likelihood of a conflict of interest evolving 
into fraud will be reduced. 

 

Conflict of interest  

A conflict of interest occurs when the private interests of a public 
official come into conflict with their duty to act in the public interest. 
For example, being hired by a company where your wife’s brother 
does business could present a conflict of interest. 

 

Corruption 

Corruption occurs when an individual abuses their position for private 
gain. 

The difference between these two definitions is that in one a 
possibility exists to abuse power and in the latter the abuse has 
actually occurred. This has led to the belief that you cannot have 
corruption without a conflict of interest, and because of this, knowing 
where a conflict of interest exists is a high priority. 
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Some ways to ensure a government employee doesn’t have any conflicts 
of interest is to do the following: 

Employers 

 Distribute a Code of Ethics. 
 Ensure employees have an understanding of the relationship between 

conflict of interest and corruption. 
 Train Employees on government policies on conflicts of interest. 
 Let managers and auditors know about conflicts of interest. 
 Conduct due diligence routinely to see if any conflicts of interest have 

arisen. 

Employees 

 Know government’s policy on conflicts of interest. 
 Ask management questions about conflicts of interest. 
 Let management know in writing about any conflicts of interest. 

If the employer and employee use effective communication throughout 
the process, the organization will save time, money, and embarrassment if 
the situation turns into corruption1. 

FRAUD CASE 

Cynthia was hired at XYZ Corporation. Her brother Clyde owned a company 
that sold supplies to XYZ. Cynthia was aware of this and thought since she 
had a small role she didn’t need to disclose this. She was eventually 
promoted to an assistant in the procurement department of XYZ. She 
occasionally processed purchases for Clyde’s company, but was never 
involved in directing business to him.  

Cynthia then got a new supervisor and realized she could influence the 
decision to use Clyde’s company more frequently. She eventually became 
director of her brother’s company and continued to award business to it. 
This came at a cost to the company though because Clyde’s prices were 
typically higher than other vendors were charging. 

When XYZ found out what Cynthia was doing, she was fired and Clyde’s 
company was dropped as a supplier2. 

This case shows how an innocent situation can turn into a problem for a 
corporation, or government entity . If there had been effective 
communication from the beginning, the company would have been able to 
save money, Cynthia would still have her job, and Clyde would still be a 
supplier. 
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Sources for conflict of interest and corruption 

1 Conflict of Interest http://www.icac.nsw.gov.au/preventing-corruption/knowing-your-
risks/conflicts-of-interest/4897 accessed on February 7, 2014 
2 Paul Chatchick, Conflict of Interest Gateway to Corruption http://www.fraud-
magazine.com/article.aspx?id=4294980862 accessed on February 7, 2014 


