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Abstract

Transition from conventional (interest-based) to usury-free banking system by
eliminating interest rates and replacing them with profit rates as a key variable
in the money market is among the fundamental shifts in Iran's economy since
the victory of the Islamic Revolution. Deposit rates have faced many
operational challenges in practice during the enforcement of usury-free
banking law. In this study, after reviewing library resources and analyzing
interviews with experts, the factors that led to these challenges have been
identified and each conceptually validated within six areas of policy-making,
depositors, market structure, bank activity(performance), macroeconomics
and supervision and punishment using the partial least squares method (PLS).
Finally, a number of seventeen challenges were acknowledged as factors
affecting profit-rate inefficiency. At the end, appropriate solutions for each of
profit-rate challenges were presented after their being reviewed and confirmed
in the focus research group consisting of some banking and finance university
professors.
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. Productivity Theory of Interest

. Abstinence or Waiting Theory of Interest

. The Austrian or Agio Theory of Interest or Bohm-Bawerk’s The Time-
Preference Theory

. Fisher’s Time Preference Theory

. Classical Theory of Interest or Demand and Supply of Capital Theory of
Interest

7. The Loan-Able Fund Theory of Interest

8. Keynes’s Liquidity Preference Theory of Interestlor Interest is Purely a
Monetary Phenomenon

9. Perspective Undervaluation of the Future

10. Impatience Principle

11. Investment Opportunity Principle
12. External Financing
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13. Partial Least Squares
14. Time Inconsistency
15. Too big to Fail
16. Treasury Bills
17. Composite Reliability
18. Average Variance Constructs (AVE)
19. Credit Scoring
20. Credit Rating
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