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ABSTRACT

Banking supervision is one of the fundamental pillars for ensuring financial stability, maintaining the soundness of the
monetary system, and preserving public confidence in the banking sector. In Iran’s legal framework, the Central Bank
serves as the principal banking supervisory authority and occupies a multidimensional position encompassing establishment
and licensing functions, regulatory authority, operational supervision, and Sharia supervision. Focusing on the legal and
institutional structure of banking supervision in Iran, this article examines the functions, instruments, and challenges of the
supervisory system and seeks to provide a coherent picture of its current state and reform potential. The findings indicate
that the legal framework governing banking supervision in Iran is relatively broad and comprehensive in terms of both the
scope of supervisory powers and the diversity of supervisory instruments. Nevertheless, significant shortcomings remain
at the institutional and operational levels. The concentration of multiple responsibilities within the Central Bank, the
weakness of complementary supervisory institutions, the inefficiency of disciplinary proceedings for banking violations,
and the challenges associated with supervising specialized financial institutions are among the most significant obstacles
to effective supervision. In practice, these challenges may reduce supervisory effectiveness, weaken financial discipline,
and increase systemic risks.The article also adopts a comparative perspective by examining selected experiences of
advanced banking systems regarding institutional separation, the independence of supervisory authorities, and the
application of modern supervisory approaches. It demonstrates that enhancing the quality of banking supervision requires
not merely an expansion of legal powers but, more importantly, a redesign of the institutional framework and an
improvement of operational mechanisms.In conclusion, the article argues that reforming Iran’s banking supervisory system
requires the adoption of an integrated, forward-looking approach that is tailored to the specific characteristics of the
country’s monetary and legal system.
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