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Governance and Regulation of the Leasing Industry: A Comparison of the Systems
of Germany and Iran
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Abstract

This article examines the comparative analysis of the leasing sector in Iran and Germany, emphasizing the pivotal
role of laws and regulations. In Germany, transparent and comprehensive legal frameworks, such as the Banking
Act (KWG), have significantly contributed to the growth and sustainability of this sector by establishing clear
criteria for investment, risk management, and financial transparency. The central research question is: What is the
role of laws, regulations, and regulatory structures in the performance disparities of the leasing sectors between
Iran and Germany? Furthermore, how can the challenges in this sector in Iran be addressed by adopting the
governance model of Germany? The underlying hypothesis suggests that the lack of comprehensive and effective
legal frameworks in Iran’s leasing sector hampers its development and growth, whereas the transparent and
credible legal and regulatory model in Germany has supported the flourishing of this sector.

Iran’s leasing sector faces limitations due to legal constraints and a lack of comprehensive regulations and limited
variety in contracts, particularly under the usury-free banking regulations, which constrain activities to installment
sales and lease-to-own agreements. These limitations have severely reduced the competitiveness and performance
of leasing companies. High tax rates and the absence of mandatory compliance with international financial
reporting standards represent additional fundamental challenges for this sector in Iran. This research, through case
studies, illustrates the necessity for reforming laws, particularly the usury-free banking law, and establishing tax
incentives similar to those in Germany to enhance the competitiveness and transparency of the leasing sector in
Iran. Ultimately, the article underscores the importance of emulating Germany’s successful model to improve the
status of the leasing sector in Iran and leverage its potentials within the national economy. It also emphasizes the

importance of establishing an independent regulatory body and adhering to international financial standards.
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