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Extended Abstract

Introduction and objectives

In the Constitution of the Islamic Republic of Iran, "the mission of Islamic system is to
objectify religious foundations of the Islamic system". Therefore, the banking system should
be designed in a way that is by the goals of the Islamic economy and the country's
constitution.

Therefore, one of the economic goals of the Islamic Revolution was to remove usury from the
banking system. In line with the goals of the Islamic economic system and the constitution,
shortly after the victory of the Islamic Revolution of Iran, the law of banking without usury
was approved in the Islamic Council to establish a monetary and credit system based on
justice and justice. Despite this, the pathology of the country's banking system indicates that
after more than four decades have passed since the approval of the usury—free banking law,
the banking system of the Islamic Republic is facing many challenges in the implementation
of Islamic contracts, especially the civil partnership contract, and it is still far from being

realized. The objectives of Islamic banking are far from there.
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This article also aims to: (1) investigate the effective institutional and structural factors (inside
and outside the bank) for the realization of Islamic banking in the country; and (2) design the
evolutionary model for Islamic banking in the country and determine the fundamental
components and process relationships of this model based on macro goals, macro policies,
institutional and structural requirements, strategies and implementation policies, have been

studied and compiled.

Method

In this article, an attempt is made to make a historical and institutional analysis of the
country's banking system and to determine what structural and institutional obstacles are for
the realization of Islamic banking in the country.

Therefore, library studies have been used to review thematic literature and the theoretical
foundations of the research. Based on the studies conducted, initially, the historical course of
banking in Iran was discussed in the theoretical foundations section, and then all the banking
laws and regulations before and after the victory of the Islamic Revolution were examined. In
the next step, the combination of "two methods of content analysis and questionnaire” was
used to answer the questions. First, using the content analysis method, obstacles and solutions
to reach Islamic banking were extracted. Then, these barriers and solutions were extracted and
became the basis for designing the questionnaire questions, and finally the questionnaire was
completed and analyzed.

The statistical population is the current and former managers and experts of the Central Bank
of the Islamic Republic of Iran, professors and experts in the field of banking, and experts of
the Monetary and Banking Research Institute of the Central Bank. Random sampling is
simple and the sample size is based on Cochran's formula. The sample size was also estimated
to be 384 people due to the unlimited size of the population and the unavailability of the
variance of the population in question. Also, for content analysis, all reliable sources were

identified and texts were carefully examined.
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Results

Based on the content analysis method, by examining all texts, nearly 94 thought units were
identified. Then, the next step was reducing a number of thought units and identifying
patterns among them. In this way, 43 classes were identified, and the questions of the research
questionnaire were extracted from these 43 classes.

Based on results obtained from the content analysis method, the challenges and solutions to reach
Islamic  banking were extracted in four sections including institutional—legal,
executive—supervisory, managerial—educational, and finally cultural challenges.

The executive—supervisory challenge is the factors related to the role of institutions
overseeing the strict implementation of Islamic banking principles and preventing some
banking operations from being formal.

The institutional —legal challenge refers to factors related to infrastructure and laws to achieve
Islamic banking.

The managerial—educational challenge is related to the lack of familiarity of managers,
experts and people with the basics and goals of the Islamic economy.

The cultural challenge is related to the culture ruling the society and the public's desire for the
full implementation of Islamic banking.

The results show that institutional—legal challenges with weight and importance of 39.90%,
executive—supervisory challenges at 27.60%, managerial—educational challenges with
23.68%, and finally cultural challenges with 8.82% importance in the path of realizing
banking goals. Islamic are effective. Also, in the section on solutions for the realization of
Islamic banking, in the order of necessity, reforms in the executive—supervisory field with a
weight of 40.18%, institutional—legal reforms at 26.60%, strengthening
managerial—educational knowledge 19.41% and finally improving cultural issues 13.81%

The percentage will be helpful.

Discussion and summary
Results of the article show that, respectively, institutional and legal challenges with weight

and importance of 39.90%, executive and supervisory challenges with 27.60%, managerial
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and educational challenges at 23.68%, and finally cultural challenges at 8.82% importance in
the realization of the objectives of Islamic banking are effective. Also, among the reforms and
solutions for the realization of Islamic banking, according to the necessity of reforms in the
executive and supervisory sphere with a weight of 40.18%, institutional and legal reforms
with a weight of 26.60%, strengthening managerial and educational knowledge by 19.41%
and finally improving cultural issues, 81 13% are pioneers. Therefore, according to the results
of the study, it is suggested to give priority to the following issues:

1. Solutions of the executive—supervisory category, the three priority items of which include the
actual implementation of Islamic contracts, especially partnership contracts, clarifying and
improving the country's banking network, and creating specialized banks.

2. The solutions of the institutional—legal category, the three priority items of its subcategory
include strengthening the management and control of banks, planning and creating a road
map, and creating the necessary infrastructure and institutions, especially revising the
monetary and banking law.

3. Solutions of the management—educational category, the two priority items of which
include teaching the goals and basics of the Islamic economy to managers, people, and
experts, as well as creating specialized consulting and financing centers.

4. The solutions of the cultural category, which includes creating a culture to familiarize with
the principles and processes of Islamic banking.

Keywords: historical analysis, institutional analysis, interest—free banking, Islamic banking,
Iranian economy.
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