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interest.

An exemption from these requirements could be adopted for
corporations of thirty-five or fewer equity participants (“closed
corporations”) in which the familiarity and interaction among
shareholders would take the place of disclosure. This exemption,
however, should be available only upon approval by a super-ma-
jority of shareholders entitled to vote.

Individual transactions with a dollar value of $10,000 or less
need not be disclosed. Where a number of such transactions with
an aggregate value in excess of $10,000 occur, however, all such
transactions must be disclosed.

VI. CoNCLUSION

Managerial conflicts of interest are neither new nor unique to
the corporate setting.??® They are a fact of life in a world where
business decisions are driven by human beings.

Even among publicly-held and publicly-traded corporations,
where existing deterrents to self-dealing are most confluent, man-
agerial conflicts of interest—notwithstanding their embarrass-
ment potential—are a common occurrence.

While much of this behavior may be wholly benign, it may also
reflect uncritical patterns of corporate decisionmaking detrimen-
tal in the long term to shareholder wealth and economic stabil-
ity.?** Some self-dealing is, of course, harmful fn the short run
and unacceptable as a matter of law. In either case, it is impor-
tant that such behavior continue to be scrutinized and new ways
tested to deter its excesses. The task to date has been impeded by

223. See, e.g., L. ABRAMSON, JupiciAL DisquariricaTioN UnpEr CaNoN 3C oF THE CODE
of JupiciaL Conbuct (1986); Annotation, Disqualification. of Judge Under 28 US.C. §
455(b)(4), Providing for Disqualification Where Judge Has Financial or Other Interest in
Proceeding, 55 ALR. FeEp. 650 (1981); Annotation, Disqualification of Judge Under 28
U.S.C. § 455(b)(5)(iii), Where Judge or His or Her Spouse, or Certain of Their Relatives,
is Known to Have an Interest That Could Be Affected by the Proceeding, 54 ALR. FED.
855 (1981); Annotation, Disqualification of Prosecuting Attorney on Account of Relation-
ship With the Accused, 3 ALR. 3p 953, 978-82 (1982); Annotation, Relationship as Dis-
qualifying Interest Within Statute Making It Unlawful for an Officer to Be Interested in
a Public Contract, 74 ALR. 792 (1931).

224. Cf. Lawrence, Kummer & Arshadi, Inside Borrowing Practices of Commercial
Banks, 11 Issues Bank. REG. 28 (Summer 1987) (study of 1000,171 banks indicates that
while excessive insider loans may not be the direct cause of bank failures, the existence of
such loans may indicate poor management practices overall and is a major warning sign
that a bank may eventually fail Id. at 29-30),
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the lack of a constituency to challenge institutional self-dealing,
whereas its advocates enjoy a strong political voice.

Both legal and business scholars have a role to play here. More
research is needed correlating managerial conflicts of interest
with corporate performance. Continuing thought must be given to
creating workable limitations on agency costs.

Consigning problems raised by managerial self-dealing to the, .
IRS and the SEC, neither of whose purposes include enhancing
corporate performance, is not a sufficient answer. Nor is reliance
on idealized notions of economic behavior.

Rather, the search must continue, incorporating the insights of
many disciplines. Managerial conflicts of interest and the result-
ing widespread diversion of corporate funds cannot continue to be
treated as a trivial or intractable phenomenon.



