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ABSTRACT
The conflict of interest between managers and partners in cooperative companies is an important issue that

requires discussion and examination. Accordingly, the aim of the present article is to explore this issue and
provide solutions in this regard. The current article is descriptive-analytical. The materials and data are
qualitative, and note-taking has been used for data and content collection. The most significant conflicts of
interest between managers and partners in cooperative companies include transactions between managers
and the company, receiving loans from the company, competition with the company, accepting gifts and
privileges, appointing individuals based on personal and familial relationships, serving on the board of
competing companies, and personal use of the company's assets. The primary solutions to these conflicts
include granting partners the authority to dismiss managers, prohibiting transactions between managers and
the company, preventing managers from engaging in insider trading, prohibiting the granting of loans to
managers, creating positive incentives for managers, imposing negative incentives, limiting the duration of
managerial positions, restricting managers' participation in meetings and decision-making processes,
limiting managerial roles, requiring managers to disclose personal interests in decisions, and banning the
acceptance of gifts and privileges. The current laws have not adequately addressed the conflict of interest
between managers and partners in cooperative companies. Considering the increasing development of
cooperative companies and their significant economic impact, the enactment of relevant laws is essential.
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EXTENDED SUMMARY

One of the most significant areas of conflict in cooperative companies involves transactions between
managers and the company itself. Managers may find themselves in positions where their personal
financial interests conflict with the interests of the cooperative. This is especially problematic in
situations such as managers competing with the company, accepting gifts or privileges, or engaging
in insider trading based on confidential information. The article emphasizes the lack of specific legal
frameworks to address such conflicts, particularly in Iran. For example, the current Cooperative
Companies Act of 1350 and its amendments do not clearly define the responsibilities and limitations

of managers in these situations (Pasban, 2019).

The study identifies several key areas where conflicts of interest arise. These include managers’
personal transactions with the company, loans received by managers, competition with the company,
acceptance of gifts and privileges, nepotistic appointments, and serving on the boards of competing
companies. These conflicts undermine the cooperative’s efficiency and can lead to significant legal
and financial challenges. For instance, the article highlights that managers often exploit company
resources for personal gain, such as using the company's assets for personal purposes, a situation
not adequately addressed by current regulations (Toosi, 2014).
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In response to these issues, the article proposes several solutions, primarily focusing on restricting
managerial actions that could lead to conflicts. These include granting partners the authority to
dismiss managers, prohibiting managers from engaging in personal transactions with the company,
and creating transparency by requiring managers to disclose their personal interests in company
decisions. Additionally, it suggests imposing limitations on the duration of managerial positions and
restricting managers from participating in decisions where conflicts may arise. The article calls for
legal reforms to better manage these conflicts, especially by drawing from models used in other
corporate governance systems (Bahrami, 2022).

A significant gap identified in the study is the inadequate legal framework governing cooperative
companies in comparison to commercial companies. While the Iranian Commercial Code (1970)
provides some guidelines regarding conflicts of interest, similar rules are often missing in
cooperative laws. For example, the Commercial Code addresses issues such as insider trading and
competition, but these provisions do not extend to cooperative companies, leaving them vulnerable
to managerial misconduct. The study recommends that lawmakers adopt a more comprehensive
approach to regulating cooperative companies, ensuring that managers are held accountable for their
actions and that the interests of partners are protected (Eskini & Sharifi Al Hashem, 2000).

The article also stresses the importance of creating both positive and negative incentives to align the
interests of managers with those of the company. Positive incentives, such as performance-based
compensation, can encourage managers to act in the company’s best interests. On the other hand,
negative incentives, including penalties for misconduct or conflicts of interest, can serve as
deterrents. The legal system should also ensure that there are clear mechanisms for penalizing
managers who misuse their positions, such as through fines or disqualification from holding future

managerial positions (Shahniaei, 2021).

In conclusion, the article provides a thorough examination of the various types of conflicts of interest
that can arise in cooperative companies, while also presenting practical solutions. It emphasizes the
need for legal reform, especially in countries where cooperatives play a significant role in the
economy, like Iran. Current laws fail to address many of the critical issues that arise in cooperative
companies, making it essential for lawmakers to develop more robust regulatory frameworks. This
would ensure that managers are held accountable and that the interests of the company and its
partners are safeguarded. The study’s recommendations, including enhanced legal oversight and
better managerial incentives, provide a roadmap for addressing these challenges.
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