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Abstract:  

Artificial Intelligence (AI) is transforming how governments deliver public services, particularly in 

Supply Chain Management (SCM), where Oracle Cloud leads with innovation and integrated 

capabilities. Yet, with the rise of AI comes the urgent need for ethics. This paper presents an Advisory-

Led approach for governing AI responsibly within Oracle Cloud SCM deployments tailored for public 

sector organizations. It examines real-world challenges, like Vendor integrity risks, Policy 

noncompliance, and equity gaps, with proposed AI-driven solutions embedded directly into Oracle 

applications. We outline how AI features such as GenAI, Anomaly detection, and Guided Buying can 

help school districts, utilities, and city governments improve transparency, accountability, and delivery 

metrics. Oracle Cloud’s Modular and Scalable Architecture, combined with this governance model, 

empowers public entities to achieve operational efficiency and ethical excellence while aligning with 

evolving compliance requirements and broader digital transformation goals. 
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I. INTRODUCTION: RETHINKING PUBLIC SECTOR SERVICE AND INTEGRITY 

Public sector services form the backbone of a functioning society, stretching across education, healthcare, 

transportation, utilities, and more. These institutions are entrusted with immense responsibility but are often 

constrained by outdated processes, manual bottlenecks, and a not-so-advanced system. Despite the best 

intentions of public servants, common inefficiencies and ethical blind spots persist. Empowering future 

generations requires more than just digital modernization; it calls for a transformation in thinking. 

By reimagining a world where Artificial Intelligence (AI) complements human decision-making, we enable 

public agencies to tackle systemic inefficiencies and ethical vulnerabilities head-on. From eliminating 

procurement manipulation to ensuring equitable vendor representation, AI-driven governance is not only 

possible but increasingly necessary. However, introducing AI into public decision-making mandates strict 

governance controls to ensure transparency, compliance, and public trust. 

“According to the 2023 Global Business Ethics Survey, 65% of public and private sector employees observed 

misconduct, while 29% reported feeling pressured to compromise ethical standards” [1]. Additionally, a 2024 

public sector ethics survey showed that only 47% of public servants were aware of the presence of ethical 

officers within their departments. 

 

“Some of the most common ethical concerns observed in the public sector SCM include”:[2] 

• Occasional biases in supplier selection or perceived conflicts of interest 

• Inconsistent adherence to procurement thresholds and formal bidding protocols 

• Gaps in maintaining accurate or verified supplier records 

• Challenges in consistently applying subcontractor diversity and inclusion targets 

• Limited awareness or accessibility of purchasing policies among decentralized requestors 

 

II. ORACLE AI’S GOVERNANCE ROLE IN SCM 

Oracle AI capabilities to address these include: 
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• Anomaly Detection in Oracle Risk Management Cloud flags patterns in supplier payments, requisitions, 

or bank changes that may signal misconduct. 

• Guided Buying with AI nudges requestors toward compliant purchases and flags any deviations from 

approved vendor catalogs or spending thresholds. 

• GenAI-enabled Supplier Insights improve transparency by automatically summarizing vendor 

compliance history, certificate status, and DEI (Diversity Equity Inclusion) participation. 

• Automated DEI Scoring during sourcing ensures subcontractor inclusion is objectively enforced. 

• Data Safety and Supplier Qualification Tools offer secure verification of bank details, tax IDs, and 

regulatory certificates before transaction approval. 

 

These capabilities address the root causes of ethical violations, and they are not just theoretical, they are 

actively solving real problems across public agencies. For instance, anomaly detection in Oracle Risk 

Management Cloud has helped K-12 school districts flag repetitive low-dollar approvals. Guided Buying has 

prevented off-contract purchases by teachers. GenAI-powered summaries have enabled transportation 

agencies to review supplier performance in minutes rather than days. And Oracle’s DEI scoring tools have 

ensured that education departments and public works projects consistently meet their subcontractor equity 

goals. Combined with Data Safe and Supplier Qualification Management, these AI capabilities turn 

procurement into a transparent, equitable, and policy aligned function. 

 

III. ETHICAL GOVERNANCE FRAMEWORK AND EXPANDED AI USE CASES 

“Public sector entities, including K-12 school districts must navigate a complex matrix of policy mandates, 

local economic development goals, vendor diversity expectations, and operational constraints”[3]. Oracle AI 

enables these organizations to align governance principles with tangible automation. 

Expanded Framework Scenarios: 

• K-12 School Boards: Oracle’s role-based access and guided buying enforce procurement thresholds for 

school staff while surfacing local vendor options that meet DEI and cost efficiency standards. 

• Utilities & Public Works: AI models help utility departments reduce overstocking, track asset 

depreciation, and automate budget compliance making room for more transparent resource planning. 

• City Finance Committees: GenAI powered summaries support timely, multilingual communication to the 

public, while Risk Management Cloud ensures financial controls remain auditable. 

 

These AI applications reflect a larger framework, one where ethical principles are not abstract aspirations but 

active configurations inside Oracle Cloud SCM. Ethics, in this model, is embedded not just enforced. 
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Fig. 1. Ethical AI Governance Framework for Oracle Public Sector SCM. 

 

IV. ADDRESSING ETHICAL FAILURES THROUGH ORACLE AI 

Oracle Cloud SCM not only automates procurement but also enforces ethical rigor. Several key issues faced 

by public sector organizations can be effectively addressed using Oracle’s AI native tools: 

 

• Conflict of Interest & Favoritism: “Oracle’s Risk Management Cloud identifies behavioral patterns 

indicating favoritism or employee vendor ties by tracking role-based access, transaction history, and 

suspicious updates” [5]. Supplier Qualification workflows prompt declaration of affiliations and enforce 

separation of duties. 

• Procurement Manipulation: Guided Buying flags policy violations such as threshold splitting and 

initiating reporting for finance review. AI also detects suspicious patterns of requisitions routed through 

the same approvers to manipulate approvals. 

• Vendor Data Integrity: Oracle’s Supplier Qualification Management ensures banking, tax, and 

certificate verification using AI aided document scanning, cross field validation, and integration with 

Data Safe for ongoing risk monitoring. 

• Untracked Generative Outputs: When GenAI is used for bid summaries, contract clauses, or vendor 

reports, Oracle Content services maintain versioning, approval history, and metadata tags for traceability. 

This allows public agencies to use GenAI responsibly while staying audit ready. 

• Subcontractor Inclusion Gaps: Oracle Sourcing’s DEI dashboard embeds diversity scoring into bid 

evaluations. AI ensures subcontractors and local vendors are not sidelined, aligning public projects with 

economic equity goals. 

 

V. CASE INSIGHT 1: ETHICAL AI PROCUREMENT REFORM IN U.S. CITIES 

In a recent study titled “Legacy Procurement Practices Shape How U.S. Cities Govern AI” [4] (Johnson et 

al., 2024), researchers observed that many U.S. city governments still operate under legacy procurement rules 

that limit ethical oversight of AI tools. Findings revealed that while cities are eager to modernize, they face 

gaps in algorithmic accountability, bias mitigation, and vendor transparency. The study highlighted attempts 
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to resolve these challenges through public AI procurement guidelines, formal bias audits, and transparency 

mandates. 

Oracle’s embedded AI solutions offer a practical remedy to these structural limitations. By enabling audit 

ready logs, supplier compliance scoring, and policy-based workflows, Oracle Cloud SCM helps governments 

evolve beyond legacy procurement limitations. It empowers cities with scalable, policy aligned automation 

tools that reinforce integrity without increasing complexity. 

 

VI. CASE INSIGHT 2: AI GOVERNANCE IN STATE TRANSPORTATION INFRASTRUCTURE 

PROJECTS 

State transportation agencies are also modernizing their procurement workflows to embrace AI for smart 

infrastructure. One significant implementation is the smart mobility procurement initiative led by 

“DriveOhio” [6] within the Ohio Department of Transportation. This program integrates AI-driven vendor 

selection, predictive risk analysis, and automated asset lifecycle management within its infrastructure 

modernization efforts. 

Through this deployment, several governance vulnerabilities became apparent: Not-so transparent AI decision 

logic in vendor scoring, minimal human oversight when AI flagged high-risk suppliers, and insufficient audit 

trails for procurement recommendations. These gaps increased concerns regarding fairness, accountability, 

and ethical oversight in taxpayer-funded infrastructure projects. 

Oracle Cloud SCM’s public sector configuration integrates Decision Intelligence and AI Governance to 

deliver traceable, policy-driven procurement automation that could have eliminated the concerns stated in the 

above use case. 

 

VII. ORACLE ALIGNED BEST PRACTICES FOR ETHICAL AI GOVERNANCE 

To realize the full promise of ethical AI in public sector operations, organizations must move beyond 

checklists and into the realm of operationalized governance. Oracle’s Modern Business Practices provides a 

resilient blueprint for this evolution, one that public agencies can adopt without compromising agility or 

accountability. The following best practices offer a strategic pathway for embedding ethical integrity across 

Oracle Cloud SCM deployments: 

• Adopt Configurable Governance Frameworks: Oracle’s out-of-the-box policy controls, including 

procurement thresholds, delegation of authority, and supplier vetting, should be mapped to each 

organization’s ethics framework. These configurations serve as the digital expression of institutional 

values, enforcing consistency on a scale. 

• Embed Role-Based and Policy-Aware Workflows: Leverage Oracle SCM’s security model to clearly 

define user roles, restrict conflicting privileges, and enforce segregation of duties. This ensures that 

ethical accountability is embedded in every approval, override, and supplier engagement. 

• Monitor in Real Time - Adapt in Real Life: Using Oracle Risk Management Cloud, agencies should 

actively monitor transaction patterns, supplier behaviors, and workflow exceptions. These signals, when 

paired with quarterly ethics reviews, allow for proactive intervention and model recalibration. 

• Enhance Visibility with Integrated Analytics: Integrate AI-driven analytics to deliver real-time 

dashboards showing vendor diversity, spending compliance, and audit readiness. These insights empower 

decision-makers with transparency that builds stakeholder trust. 

• Ensure Transparency in GenAI Outputs: GenAI is powerful, but only if governed. Oracle Content and 

Experience Cloud provides robust versioning, tagging, and audit features to trace every AI-generated bid 

summary or public notice back to its source and reviewer. 

• Promote Organizational Awareness and Training: AI governance is not solely technical. Train 

employees, procurement officers, finance managers, and school staff like ethical expectations and Oracle 

native tools. Oracle Learning paths can be tailored to reinforce compliance while enabling user 

confidence. 

These best practices turn Oracle’s platform into more than just a tool, it becomes a governance ally. Public 

institutions adopting these strategies will be better positioned to uphold transparency, mitigate risk, and lead 

with ethical clarity in every SCM transaction. 
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VIII. CONCLUSION 

Ethical AI governance isn’t just a policy requirement, it’s a mandate for public trust, accountability, and 

leadership in the digital age. Oracle’s built-in AI capabilities in SCM offer a transformative opportunity to 

turn aspirational ethics into operational reality. By embedding policy enforcement into the operational design 

of procurement, finance, and supplier engagement, Oracle enables governments to act not just faster, but with 

better transparency. 

 

As agencies confront increasing scrutiny, tighter budgets, and elevated expectations from constituents, AI 

must serve as a guardrail, not a gamble. Oracle’s AI tools, from Risk Management Cloud to Supplier 

Qualification and GenAI services, are designed to detect misconduct, promote broader vendor participation, 

and standardize decision-making without compromising agility. 

 

But tools alone are not enough. True ethical transformation requires leadership commitment, sustained 

training, cross-department alignment, and feedback-driven adaptation. It’s about building a governance 

culture that transcends compliance and fosters transparency, equity, and service quality. 

The public sector has an opportunity and a responsibility to model what good governance looks like in the era 

of intelligent systems. Through the adoption of Oracle’s AI-enabled SCM and the governance framework 

detailed in this paper; public institutions can lead by example. Not just in what they procure, but in how they 

protect public value at every step. 
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