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ABSTRACT

Conflict of interest is a critical challenge in the management of both commercial companies and non-commercial
institutions, which can negatively affect organizational efficiency, public trust, and managerial decision-making.
This article uses a comparative approach to analyze the legal and Islamic jurisprudence dimensions of conflict of
interest in Iran and other countries, offering strategies for managing this phenomenon. Initially, the key concepts
and Islamic jurisprudence foundations of conflict of interest are explored, followed by an examination of existing
laws in Iran and various countries, highlighting different approaches to managing conflicts of interest. Additionally,
successful experiences from developed countries and international principles such as those of the Organization for
Economic Cooperation and Development (OECD) are studied. The results reveal that although Iran has some
general laws to address conflict of interest, there is a need for greater transparency, stronger supervisory systems,
and more comprehensive legislation. Based on the findings, recommendations are made for improving Iranian laws
and regulations and the role of managers and policymakers in preventing and managing conflict of interest. Future
research in this area could also help identify new solutions to improve the performance of companies and non-
commercial institutions.
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EXTENDED SUMMARY
Conflict of interest is one of the most significant challenges in the management of both commercial
companies and non-commercial institutions. It arises when an individual’s personal interests
conflict with their professional responsibilities, which can result in biased decision-making, misuse
of resources, and a decline in public trust. Managing conflict of interest is critical to ensuring the
integrity and ethical functioning of organizations. In the context of both legal and Islamic
jurisprudence, this issue takes on additional layers of complexity due to cultural, legal, and ethical
considerations specific to different countries and legal systems. This paper aims to provide a
comprehensive analysis of the legal dimensions of conflict of interest, focusing on the Iranian legal
system while also incorporating a comparative study with other countries. It also explores successful
strategies for managing conflict of interest, drawing upon international principles such as those of
the Organization for Economic Cooperation and Development (OECD) to propose recommendations
for improving regulations in Iran.
In the first section, the concept of conflict of interest is defined and its relevance in both commercial
and non-commercial sectors is discussed. In commercial companies, conflict of interest typically
arises when managers prioritize personal gain over the company’s or shareholders' interests. Non-
commercial institutions, while generally not profit-driven, are equally vulnerable to conflict of
interest, especially when managers exploit resources meant for public or charitable purposes for
personal benefit (Gupta et al., 2015). In this context, the importance of transparency, accountability,
and ethical decision-making becomes paramount. Islamic jurisprudence emphasizes ethical conduct
and justice, framing conflict of interest as a moral issue. Principles such as justice (‘adl) and trust
(amanah) play central roles in guiding behavior to prevent conflicts that harm the broader
community. In Iranian law, these values are reflected in both the Civil Code and the Commercial
Code, though there are ongoing debates about the effectiveness of current regulations in managing
conflict of interest comprehensively.
The second section of the article explores the legal frameworks that govern conflict of interest in Iran,
particularly in commercial companies. Iran’s Commercial Code outlines basic requirements for
transparency and ethical management, such as prohibiting directors from engaging in transactions
that could conflict with their fiduciary duties to the company unless approved by the shareholders’
assembly (Azizi et al., 2020). However, the practical enforcement of these provisions is often weak
due to insufficient regulatory oversight and a lack of detailed reporting mechanisms. Comparative
studies with other countries, particularly those with more robust legal systems like the United States
or the United Kingdom, highlight how stricter enforcement mechanisms and independent auditing
practices have significantly reduced conflicts of interest in corporate governance (Lo & Field, 2009).
For example, in the U.S., public companies are required to disclose any potential conflicts of interest
in financial reports to regulatory bodies like the Securities and Exchange Commission (SEC),
creating a deterrent effect through transparency.
Non-commercial institutions present different, yet equally critical, challenges regarding conflict of
interest. These institutions, including charities, educational bodies, and religious organizations,
often operate with public trust and funds. As such, misuse of resources can have devastating effects
on their credibility and operational capacity. In Iran, laws governing non-commercial institutions
are less developed compared to commercial laws, which leaves significant gaps in regulatory
oversight. This can lead to abuses of power, where individuals in leadership positions may divert
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resources for personal use or to benefit specific groups, violating the public interest (Asadi et al.,
2021). In contrast, many countries have adopted stringent regulations to manage conflict of interest
in the non-profit sector. For instance, in the U.K., the Charities Act mandates that charity trustees
avoid conflicts of interest and establishes strict guidelines for transparency and financial reporting.
The fourth section of the article examines successful strategies for managing conflict of interest,
particularly through international frameworks such as those proposed by the OECD. The OECD
principles emphasize transparency, integrity, and accountability as the key elements of good
governance. These principles have been widely adopted in many countries to strengthen corporate
governance and public sector management. One of the most effective measures proposed by the
OECD is the establishment of independent oversight bodies that regularly review the actions of
directors and managers, ensuring that they act in the best interests of the organization (Demmke et
al., 2007). The use of whistleblower systems, where employees can report potential conflicts
anonymously, has also proven to be an effective deterrent against unethical behavior. Iran could
benefit from adopting similar frameworks, adapting them to its own cultural and legal context to
enhance regulatory mechanisms and ensure greater accountability.

The role of managers and policymakers in preventing conflict of interest is also crucial. Managers
are often at the heart of decision-making processes, and their actions have far-reaching
consequences for organizational integrity. Therefore, it is essential that managers are not only aware
of their legal obligations but are also educated on ethical decision-making practices. In many
countries, corporate governance codes require ongoing training for managers and board members
on issues related to conflict of interest, helping them identify and mitigate potential risks (Gupta et
al., 2015). Furthermore, policymakers must take a proactive role in crafting regulations that are both
clear and enforceable. In Iran, this could involve reforms to the Commercial Code, creating more
detailed provisions for the disclosure of conflicts and enhancing penalties for violations to act as a
stronger deterrent.

In conclusion, managing conflict of interest effectively requires a multi-faceted approach that
combines legal, ethical, and regulatory measures. Iran’s current legal framework provides a
foundation for addressing conflict of interest, but significant reforms are necessary to align it with
international best practices. By increasing transparency, strengthening regulatory oversight, and
adopting international principles such as those from the OECD, Iran can enhance its ability to
manage conflict of interest in both commercial and non-commercial sectors. Future research should
focus on the implementation of these strategies and explore how Iranian legal and regulatory
frameworks can be further developed to ensure greater accountability and public trust in its
institutions.
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