9. Definitions for Actual, Potential and Apparent Conflicts of Interest

Ethical standards for government agencies typically include restrictions against actual, potential (or possible) and apparent (or perceived) conflicts of interest. These restrictions require government representatives to not only refuse to accept or solicit unacceptable gifts from contractors or prospective contractors, but to avoid even the appearance of a conflict of interest. An actual conflict of interest occurs when some action certain by a government representative would directly, or is reasonably certain to, result in a financial benefit or avoidance of a financial detriment to the government representative, a relative or company with which the government representative or her or his relative is associated. A potential (or possible) conflict of interest occurs for a government representative when some action certain by a government representative could result in a financial benefit or avoidance of financial detriment to the government representative, a relative or a business with which the government representative or her or his relative is associated. An apparent (or perceived) conflict of interest occurs when there exists a business or contractual relationship or activities that may be viewed by a prudent business person as a conflict of interest. An apparent conflict of interest normally refers to an organizational conflict of interest.

The definitions for an actual or potential conflict of interest are explicit; however, the definition for an apparent conflict of interest may appear more obscure. Therefore, an actual example will be provided to describe an apparent conflict of interest. The fifth and final report of the Independent Inquiry Committee (“the Committee”) into the United Nations Oil-for-Food Programme contained a statement indicating that there was no evidence that former Secretary-General Boutros-Ghali “knowingly received proceeds of oil sales under the Programme or was in any way involved with these corrupt activities.” The fifth report of the Committee, however, did include significant findings adverse to the United Nations including the following:

“The United Nations and its overseers were aware in a general sense of the prevalence of shell company purchase arrangements.”

“Kickbacks were paid in connection with the contracts of more than 2,200 companies in the form of inland transportation fees, after-sales-service fees, or both.”

“As set forth in the Committee’s recent Programme Management Report, available evidence indicates that Iraq derived more than $1.5 billion in income from these kickbacks.”

Despite these findings adverse to the United Nations, however, there was a question
 regarding an apparent conflict of interest on the part of former Federal Reserve Chairman Paul Volcker who was appointed by U.N. Secretary-General Kofi Annan to chair the Independent Inquiry Committee. The Heritage Foundation Web Memo #641 reported “when the report is released, whatever its contents, may well be overshadowed by new information indicating that Mr.  Volcker himself has an apparent conflict of interest that threatens his credibility as head of the Committee.” The Web Memo reported that Paul Volcker’s biography on the Committee’s website does list his association with the Trilateral Commission, the Institute of International Economics, the American Assembly, and the American Council on Germany, it does not mention that he was a director of the United Nations Association of the United States of America (UNA-USA) when he was appointed to head the Oil-for-Food Investigation. The Web Memo continues in reporting that Paul Volker’s association with UNA-USA “was not widely known to the general public, the world’s media, or the U.S. Congress.” UNA-USA is known as a pro-United Nations organization, and the mission statement, below, on the website for this not-for-profit membership organization substantiates its pro-United Nations penchant:

"The United Nations Association of the United States of America is dedicated to educating, inspiring and mobilizing Americans to support the principles and vital work of the United Nations, strengthening the United Nations system, promoting constructive United States leadership in that system, and achievement of the goals of the UN Charter."

� The conflict of interest question regarding former Federal Reserve Chairman Paul Volcker was raised by Gardiner, Nile, Ph.D., “The Volcker Oil-for-Food Investigation: Is There a Conflict of Interest?” Issues, in Web Memo #641, The Heritage Foundation, January 19, 2005.





