Transcript: Avoiding Conflict of Interest
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Welcome to Avoiding Conflict of Interest. In this module, we will look at conflict of interest in terms of Local Workforce Development Board members. We will look at the requirements for conflict-of-interest disclosure and discuss some areas where conflict of interest is common.
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This module is part of a series of modules related to the governance structure of the public workforce system. As we move through this series, we will be touching on the various entities that make up the public workforce system as well as their roles and responsibilities.
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The objectives for this training are to introduce conflict of interest requirements to local workforce development board members, describe areas where conflict of interest might occur, and discuss tips on how to avoid conflict of interest.
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Let us jump into Conflict of Interest. What is it? Why do Local Workforce Development Boards and board members need to know? What are the requirements, types, and safeguards?
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A conflict of interest is a situation in which a person is in a position to derive personal benefit from actions or decisions made in their official capacity. 

For Local Workforce Development Board members, this means that the member may not vote on matters under consideration regarding the provision of services or that would provide a direct financial benefit to the board member or immediate family. 

There are benefits to organizations having solid internal controls – which include reducing risk, avoiding questioned costs, and staying out of the press – we’ll talk about this next.
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Does it matter if the Conflict of Interest is Real, Potential, or Implied?

If the Conflict of Interest is REAL – it is actual and certain: For example, a Local Workforce Development member runs a company that provides workforce services and wants to bid on an upcoming procurement – this is a REAL conflict of interest. If the conflict of interest is real, disclosure and recusal from being involved in the procurement process is necessary from the Board’s point of view.

Potential – could become a real conflict: For example, the Director of the American Job Center operator leaves that position to become the Board’s Executive Director, where he/she has the potential to  influence future decisions regarding the American Job Center operator. If there is a potential conflict of interest, disclosure and recusal would help to prevent the potential conflict from being real

Apparent – appears, at least in the public mind, to be a conflict: For example, the Board’s Executive Director participates in the selection of his/her former organization as the American Job Center Operator. 

What would the newspaper headline say? Even if the conflict of interest is apparent or implied – Local Workforce Development Board members should be aware of and are responsible for disclosing any conflicts of interest. 
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You must have a conflict-of-interest policy in place governing board members and employees who participate in roles related to procurement such as selection, awarded, and administration of subawards. The Conflict-of-Interest Policy should address situations where board members and/or employees have outside or additional employment or interests, which is often the case for Local Workforce Development Board members.

LWDBs must establish conflict of interest policies, which should address:
· Written standards of conduct for anyone who touches the procurement/competitive selection process (selection, award, administration of contracts, etc.)
· Real or apparent conflict of interest – individual or organizational
· Neither solicit nor accept anything of monetary value
· Staff, family member, partner, or employer organization has financial or other interest in or tangible benefit from awardee or bidder

Note that any local conflict of interest policy should align with the State’s conflict of interest policy.
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The Uniform Guidance establishes rules on conflict of interest that occur primarily in the procurement process, and they apply to:
· Individuals
· Organizations

Individual conflict of interest is present when
· Financial or other interest or tangible personal benefit from the selection and award of a contract. This applies to board members as well as staff – and if there is a potential conflict, the board member must recuse themselves from participating in the selection/execution of the award process.
· Note that it applies to the administration of the award, and not just the selection process

Organizational conflict of interest could also be an issue
· So, you will want to look at the organization’s relationships with parent, affiliate, or subsidiary organizations – it may be impartial to certain activities like procurement. This is why a written conflict of interest policy is required for organizations.
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All organizations, including local workforce development boards, should have safeguards in place to prevent conflict of interest and to separate incompatible staff functions and duties

A risk assessment, part of an organization’s internal controls, identifies any instances where conflict of interest may exist and where duties are not adequately separated, and identifies the steps to be taken to mitigate those risks

The organization implements protections against conflict of interest and inadequate separation of duties

It is important to communicate and train staff on their roles in maintaining protections against conflict of interest and inadequate separation of duties – which leads us to the next topic, Firewalls.
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Local workforce development boards must have adequate firewalls in place to separate incompatible functions performed by organizations, by divisions and units within an organization, and by staff in each division and unit. 

An example of a firewall is when a fiscal agent writes itself a check for services. There should be some sort of approval process that puts someone approving and executing the transaction so there is no conflict of interest – separating the duty and providing an extra entity to write the check to alleviate any conflict of interest that may occur.

Another example is the approval process for supportive services. The case manager working with jobseekers should not be requesting, approving, and executing funds for bus fare. These roles should be separated out, so the case manager makes the request, a supervisor approves the transaction, and another person executes the transaction. In fiscal transactions, it is likely that another person will reconcile the costs at the end of each month and verify the approval process.

It is important to communicate and train staff on firewall protections in place

Oversight and monitoring are independent of the functions being monitored – so the individuals/organizations responsible for certain activities are not monitoring/overseeing themselves.
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Procurement or Competitive Selection of services is a Local Workforce Development Board responsibility and one with great potential for conflict of interest to arise. 

Referring to the WIOA Conflict of Interest requirements - For Local Workforce Development Board  members, this means that the member may not vote on matters under consideration regarding the provision of services or that would provide a direct financial benefit to the board member, or others covered under the policy – this could be immediate family members, organizations or other entities that are represented by the board member. 
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There are ways to avoid procurement or competitive selection conflict of interest, including:
· Establishing procurement/competitive selection and conflict of interest policies for Federal awards
· Establishing written standards of conduct for anyone who touches process (selection, award, and the administration of contracts)
· Identifying areas of real or apparent conflict of interest – individual or organizational
· Not allowing board members and staff to solicit or accept anything of monetary value
· Ensuring that staff, family member, partner, or employer organization does not have financial or other interest in or tangible benefit from awardee or bidder
· Taking disciplinary actions for violations, if they occur
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This webcast has provided an introduction to conflict-of-interest requirements to local workforce development board members, described areas where conflict of interest might occur, and discussed tips on how to avoid conflict of interest.
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Thank you for listening to this module on Avoiding Conflict of Interest for Local Workforce Development Board members.



