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Examining Mediating Factors in the Pathway
of the Impact of Banking Imbalances on

Abstract

Banking imbalance, as one of the structural problems in the banking system, can have
profound and wide-ranging effects on economic enterprises and, consequently, on the
country’s economic growth. Imbalance refers to the mismatch between banks’ assets
and liabilities and can directly and indirectly influence the performance of institutions
affected by or dependent on the banking system. This article, through an analytical-
documentary method, seeks to identify the mechanisms through which banking
imbalances affect economic enterprises. The importance of this subject lies in the fact
that economic policymakers must pay special attention to variables that can mitigate
the negative impacts of banking imbalances on enterprises in order to improve their
economic performance. On the one hand, due to issues such as weaknesses in internal
and external oversight—primarily including deficiencies in auditing and central bank
supervision—and the lack of sufficient transparency, banks are able to conceal their
imbalance through the creation of fictitious assets. On the other hand, banking
imbalances can generate a chain of negative effects across the entire economic
system. Therefore, any disruption in the functioning of banks can significantly affect
investment decisions and the growth of enterprises. Based on the research findings,
the direct effects of banking imbalances on the performance of economic enterprises
include: increased financing costs, reduced access to credit, decreased production
capacity, impacts on employment, diminished competitiveness, effects on pricing and
profit margins, and impacts on innovation and research and development. The
indirect effects of banking imbalances on economic enterprises include: systemic
risks, increased unemployment, effects on the supply chain, reduced public and
private investment, heightened economic risks, impacts on international relations,
impacts on social stability, and impacts on innovation and development.
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Introduction

Banking imbalance has emerged as a central concern in contemporary financial systems, particularly in
economies with structural vulnerabilities where banks play a dominant role in resource allocation and credit
intermediation. Imbalance occurs when there is a mismatch between banks’ assets and liabilities, resulting in
a disequilibrium that undermines their stability and, by extension, the stability of the wider economy. In the
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context of Iran and other developing countries, banking imbalances have intensified due to macroeconomic
fluctuations, insufficient regulatory oversight, and systemic inefficiencies (Shirijian, Farzin, Hadinejad, &
Damankeshideh, 2023). Banks function as primary financial intermediaries; thus, any disruption in their
balance sheets can significantly constrain credit allocation, investment decisions, and the overall trajectory of
economic growth (Chenaran, Yavari, Heidari, & Sharifzadeh, 2023).
The phenomenon of imbalance is not merely a technical matter of accounting; rather, it is intrinsically tied to
wider economic, social, and political implications. For instance, weaknesses in internal and external
supervision, including deficiencies in auditing practices and insufficient central bank oversight, have enabled
banks to conceal their financial disequilibria by inflating fictitious assets, rescheduling non-performing loans,
or overvaluing fixed assets (Doroudian, 2018). Such practices create opacity in financial reporting, meaning
that bank failures often occur suddenly and without prior warning to depositors and investors (Central Bank
of the Islamic Republic of Iran, 2022). The international literature similarly emphasizes that banking crises,
when left unchecked, transmit adverse shocks to the real economy, suppress innovation, and reduce
competitiveness (Kristof & Virag, 2022; Haan, Fang, & Jing, 2020).
Banking imbalances also generate chain reactions across macroeconomic variables, such as inflation, exchange
rate volatility, and unemployment. In Iran, the persistence of such imbalances over recent decades has been
identified as a driver of instability, leading to a misallocation of credit from productive to speculative sectors,
depreciation of the national currency, and recurring inflationary pressures (Abdollahipour & Bet Shekan, 2020;
Shakeri, 2008). These issues underscore the dual challenge policymakers face: addressing structural
weaknesses within the banking sector while simultaneously safeguarding economic enterprises that rely on
banks for financing and liquidity.
The central question, therefore, is through which mechanisms banking imbalances exert their effects on
enterprises and whether these effects are direct—such as higher borrowing costs and reduced access to credit—
or indirect—such as systemic risks, reduced public and private investment, and diminished social stability.
Previous research indicates that in both advanced and developing economies, the presence of imbalance
magnifies vulnerability to crises, while proactive regulation and restructuring can mitigate risks (Brzoza-
Brzezina & Makarski, 2010; Flanagan & Purnanandam, 2019). Building on these insights, the present study
explores mediating factors in the relationship between banking imbalance and enterprise performance, offering
a comprehensive framework for understanding its channels of influence and highlighting implications for
economic stability and policy reform.
Methods and Materials

The research adopts an analytical-documentary method, which is particularly suited for examining financial
phenomena with complex theoretical underpinnings and limited accessible quantitative data. By systematically
reviewing academic literature, policy documents, financial reports, and previous empirical studies, the study
identifies mediating mechanisms through which banking imbalances impact enterprises. The documentary
analysis encompasses both domestic and international sources, ensuring that the findings reflect the specific
realities of Iran’s financial system while remaining aligned with global theoretical debates. The method also
allows for triangulation across multiple forms of evidence, ensuring robustness and coherence in the derived
conclusions.
Findings

The findings demonstrate that banking imbalance exerts both direct and indirect effects on the performance
of economic enterprises.
Direct effects include increased financing costs, as banks facing imbalances tend to raise lending rates to
compensate for heightened risk, thereby reducing profit margins and discouraging new investments.
Enterprises also face reduced access to credit, as banks become more conservative in loan allocation,



particularly impacting small and medium-sized enterprises. The imbalance constrains production capacity,
since firms are unable to invest in new technology, infrastructure, or workforce expansion. Employment levels
suffer as enterprises cut back on hiring or lay off existing staff to offset higher financial costs. Competitive
capacity diminishes, as firms unable to secure sufficient financing struggle to maintain market share or pursue
innovation. Furthermore, imbalances influence pricing and profit margins, with enterprises often forced to
raise prices to cope with higher borrowing costs, leading to reduced consumer demand. Lastly, research and
development activities are curtailed, as firms prioritize short-term survival over long-term innovation.
Indirect effects extend the impact of banking imbalance beyond individual enterprises to the broader economy.
Systemic risks increase as imbalances spread through the financial system, creating uncertainty and
vulnerability to crises. Rising unemployment, resulting from reduced enterprise activity, amplifies social and
economic instability. Supply chains are disrupted, as financially constrained firms fail to secure raw materials
or meet obligations to suppliers, leading to production delays and inefficiencies. Public and private investment
declines, since both governments and enterprises face restricted access to financing for large-scale projects.
Broader economic risks also escalate, including inflationary pressures and speculative capital flows that
undermine stability. International relations are negatively affected, as diminished economic credibility deters
foreign investment and restricts trade partnerships. Social stability is threatened, as unemployment and
declining incomes contribute to unrest and dissatisfaction. Finally, innovation and development are hampered,
as firms reduce long-term investments critical for technological progress and competitiveness.
Discussion and Conclusion

The study highlights that banking imbalance is not an isolated issue within the financial sector but a systemic
challenge with significant implications for enterprises and the broader economy. The direct effects demonstrate
how enterprises are immediately constrained in their operational and financial decision-making, while the
indirect effects reveal the wider ripple impacts on macroeconomic stability, social cohesion, and international
credibility. Taken together, these findings underscore the need for policymakers to adopt multidimensional
strategies that address both the financial root causes of imbalance and the economic outcomes for enterprises.
The analysis suggests that strengthening regulatory frameworks, improving transparency in bank reporting,
and restructuring non-performing assets are essential steps in mitigating imbalance. Moreover, targeted support
for enterprises, particularly in the form of guaranteed credit access for small and medium-sized firms, can
reduce vulnerability and sustain innovation. Addressing imbalance also requires broader structural reforms,
such as aligning deposit and lending rates with inflationary conditions, curbing speculative activities, and
incentivizing banks to channel resources into productive sectors.
Ultimately, banking imbalance creates a vicious cycle in which financial instability suppresses enterprise
growth, while reduced enterprise activity reinforces banking vulnerabilities. Breaking this cycle demands a
coordinated effort between regulators, policymakers, and enterprises, grounded in transparent oversight, sound
economic management, and a long-term vision for sustainable development. The study thus provides not only
a theoretical framework for understanding the mechanisms of imbalance but also practical insights for
mitigating its consequences and fostering a more resilient financial and economic system.
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