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Conflict of Interest within a coherent 

Supply Chain Governance 
framework



What is Conflict of Interest?

Tension between multiple competing interests, personal or financial



Conflict of Interest in the supply chain
• The most common cases of conflict of interest occur when:

• engaging in procurement decisions

• consulting activities

• the use of company resources and services

• The below are examples of the most typical situations of conflict of interest



Who cares in general (in theory)?
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Who cares in the Public Sector (in theory)?



Who cares (in practice)?

and, above all…



Who cares (in practice)?

YOU!



Why should you care?

• Achieve better supply chain results 

• Sleep better at night - proactively manage your supply chain risk 

• Deliver better value for money – stretch the organisational
budget further by limiting waste 

• Enhance the reputation of the public service through improved 
corporate governance and service delivery 

• Contribute to building a better nation 



Economic crime hits supply chain hardest
• South Africa is the “World Champion” of economic crimes:

• 69% of companies in SA have been impacted by economic 
crimes vs. 29% globally

• an increase of 9% from 2011

• Procurement Fraud (59%), and Human Resources Fraud (42%) 
are among the leading categories of economic crimes in SA

• The Vendor Selection Process is the most targeted by fraudsters

• Senior and Middle Managers are the most likely perpetrators, 
contributing to 71% of all economic crimes in SA

• Formal Fraud Risk Management Programmes/Tools are the 
most effective fraud detection method, but are not implemented 
by most companies 

Dated Feb 14



Auditor General findings
• 15 new municipalities and 2 new municipal entities achieved clean audits, on top of 

the 13 that did so last year (9% of the 319 municipal entities audited)

• 41% of municipal entities achieved “unqualified with findings”, passing the test of 
“fair representation of financial statements” though questions were raised about 
proper processes being followed, notably in supply chain management

• Irregular expenditure for the year under review amounted to R11.6 billion, with R3.6 
billion unaccounted for due to lack of supporting documentation

• The major factor contributing to the poor audit outcomes was non-compliance with 
relevant laws and regulations (90% of auditees)

Source: http://c.ymcdn.com/sites/www.iiasa.org.za/resource/collection/BA8203A5-101F-460C-A2EC-1DDEC9FED153/ AG_Municipal_Outcomes_2014.pdf



Supply Chain Governance
Risk Management and Governance Framework to protect your supply chain

Basic Company Data

Compliance 
Data

Performance 
Data

Lateral Risk 
Data

External Risk Factors

Do you have the data you need to analyze your supplier population?

Is your supplier compliant 
with local regulation or 
might there be 
complications?

What market and operational dynamics 
must your supplier to able to handle?

• Can your supplier deliver on his promise?
• Will the supplier be around next year?

• Is your supplier conflicted 
with your organization?

• Is your reputation at risk 
because of this 
association?



Assessing supply chain risks

Basic Company Data

Compliance 
Data

Performance 
Data

Lateral Risk 
Data

External Risk Factors

• Registration Number 
• Directors
• Shareholders
• Bank Account Verification

• Statutory Data
• Tax Compliance Data
• Commercial Judgments
• BBEEE Rating

• Industry Risks
• Operational Risks
• Political Risks
• Security Risks

• Operational Footprint
• Financial Information
• Trade References
• Customer References
• Credit Score

• PEP checks
• Sanctions Listings
• Reputational Risks
• SAFPS Fraud Check
• Conflict of Interest



Cumulative Value

Department Value Proposition

Risk & Compliance - Provide systematic transparency and processes for the benefit of the board and its directors
- More effective and efficient vetting and monitoring of counterparty risk (compliance, performance, lateral)
- Build reputation

Procurement - Vet vendors proactively before spend has occurred on these contracts
- Identify and re-negotiate unfavourable contracts
- Identify procurement fraud, vendor collusion, BBBEE fronting, etc.

Operations - Profit from increased supply chain effectiveness and sustainability

Human Resources - Cross-verify conflicts of interest declarations during on-boarding
- Identify disguised employees (PAYE & SITE risk) and ghost employees

Internal Audit - Save time and efforts during reactive investigations
- Reduce data costs due to on-going monitoring

Finance - Protecting cash flows
- Avoiding reactive expenses (forensics, lawyers, etc.)

Multiple stakeholders benefit from Supply Chain Governance



Key Take-Aways
• Supply Chain Governance is a core component of overall corporate governance

• In the Public Sector, it should be firmly entrenched alongside ICT governance 
and other governance frameworks

• Pro-actively managing supply chain risks is key for achieving a clean audit!

• Compliant behaviour fosters compliant behaviour


