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Abstract:

This study aims to develop and analyze plausible scenarios of shadow banking under the emergence of neurotic structural
disruptions in Iran’s economic system. This research adopted an exploratory—developmental mixed-method design
conducted in qualitative and quantitative phases; the qualitative phase employed grounded theory through open, axial, and
selective coding based on 20 expert interviews, followed by Delphi analysis to assess consensus, while the quantitative phase
utilized matrix analysis, MICMAC, and scenario planning techniques to identify key drivers and future outlooks. The findings
indicated that the paradigmatic structure of shadow banking consists of causal, contextual, and intervening conditions along
with strategies and consequences, where systematic and financial risks emerged as dominant outcomes; scenario analysis
revealed four possible futures—Gradual Death, Explosion, Flame Fire, and Ashen Aura—with the Gradual Death scenario
identified as the most probable, primarily driven by the paranoid dimension of neurotic structural disruption. The results
suggest that neurotic structural disruptions, particularly in their paranoid dimension, significantly intensify the adverse
consequences of shadow banking and shape the trajectory of future economic scenarios toward higher systemic risk.
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Extended Abstract

Introduction

The banking system constitutes a fundamental pillar of modern economies, playing a central role in financial
intermediation, liquidity allocation, and macroeconomic stabilization. Through monetary policy transmission mechanisms
and regulatory oversight, banking institutions significantly influence economic growth, inflation control, and financial stability
(O'Donnell et al.,, 2024). However, increasing financial complexity, coupled with regulatory gaps and institutional
inefficiencies, has led to the emergence of alternative financial structures operating beyond traditional banking frameworks.
Among these, shadow banking has become a critical phenomenon, characterized by financial intermediation conducted by
non-bank entities outside formal regulatory supervision (Barth et al., 2015).

Shadow banking systems have expanded rapidly over recent decades, driven by financial innovation, regulatory arbitrage,
and the search for higher returns. While these systems can enhance financial inclusion and provide liquidity, they also
introduce significant systemic risks, including leverage accumulation, opacity, and contagion effects (Nesvetailova, 2015).
Empirical studies have shown that shadow banking can influence inflation dynamics and liquidity levels, particularly in
emerging economies where regulatory frameworks are less robust (Akbari et al., 2025). Furthermore, the interconnectedness
between formal banks and shadow institutions amplifies financial instability, making economies more vulnerable to shocks
(Mohanty et al., 2022).

Recent advancements in financial technologies, such as blockchain and decentralized finance, have further transformed
the landscape of shadow banking, giving rise to what is often referred to as “Shadow Banking 2.0” (Allen & Zetzsche, 2019).
These developments have blurred the boundaries between regulated and unregulated financial activities, complicating
oversight mechanisms and increasing systemic uncertainty (Steele, 2024). In emerging markets, including Iran, the expansion
of shadow banking has been associated with structural inefficiencies, institutional weaknesses, and economic volatility (Gilak-
Hakim Abadi et al., 2023).

Beyond structural and regulatory determinants, behavioral and psychological factors have gained increasing attention in
explaining financial phenomena. Neurotic structural disruptions, rooted in organizational and individual psychological traits,
represent a critical yet underexplored dimension influencing financial decision-making. Neuroticism, characterized by anxiety,
instability, and negative emotionality, can shape risk perception and strategic behavior within organizations (Ali, 2024).
Organizational manifestations of neurotic traits—such as paranoia, compulsiveness, and emotional volatility—can lead to
dysfunctional decision-making processes and increased engagement in high-risk financial activities (Ranaei-Kordshouli et al.,
2021).

Previous research has demonstrated that neurotic organizational environments are associated with reduced efficiency,
ethical failures, and maladaptive strategies (de Colle & Freeman, 2019). Cultural and structural factors also contribute to the
formation of organizational neuroticism, influencing how institutions respond to uncertainty and external pressures (Asadi
et al., 2014). In the context of financial systems, such behavioral distortions may drive actors toward shadow banking as a
mechanism for circumventing regulatory constraints and achieving short-term gains.

Despite the growing body of literature on shadow banking and financial stability, limited attention has been paid to the
interaction between structural-economic conditions and behavioral-psychological dynamics. This gap highlights the need for

integrative frameworks that capture both institutional and cognitive dimensions of financial behavior. Accordingly, this study




KARGAR SHOOROKI ET AL.

aims to develop a scenario-based model of shadow banking under the emergence of neurotic structural disruptions in Iran’s
economic system, providing a comprehensive understanding of future trajectories and associated risks.

Methods and Materials

This study employed an exploratory—developmental mixed-methods design grounded in a sequential qualitative—
quantitative approach. In the qualitative phase, grounded theory methodology was utilized to construct a paradigmatic
framework of shadow banking under neurotic structural disruptions. Data were collected through semi-structured and in-
depth interviews with 20 experts, including policymakers, financial analysts, and banking professionals. The sampling process
followed a snowball technique until theoretical saturation was achieved. Data analysis was conducted through three stages
of coding: open coding to identify initial concepts, axial coding to organize these concepts into categories, and selective coding
to integrate them into a coherent theoretical model.

To ensure the validity and reliability of the qualitative findings, criteria such as credibility, transferability, confirmability,
and dependability were applied. A test-retest reliability method was used to assess coding consistency, yielding coefficients
exceeding acceptable thresholds. Subsequently, a Delphi technique was employed in two rounds to refine and validate the
extracted themes, using mean scores and consensus coefficients as evaluation criteria.

In the quantitative phase, scenario analysis techniques were applied to identify key driving forces and construct plausible
future scenarios. Matrix-based methods, including cross-impact analysis and MICMAC, were used to determine the influence
and dependence of variables. Based on identified uncertainties, a scenario matrix was developed incorporating systematic
and financial risk dimensions alongside neurotic structural disruption types. Mathematical function matrices were then
applied to determine the most probable scenario among the alternatives.

Findings

The qualitative analysis resulted in the identification of 228 open codes, which were consolidated into 50 conceptual
themes, 10 axial components, and 5 structural categories forming a paradigmatic model. After Delphi validation, 44 themes
were confirmed as robust components of the theoretical framework. These components were organized into causal
conditions (economic crises, inefficiencies in banking systems), contextual conditions (financial technology development,
digital currency expansion), intervening conditions (institutional weakness, governance deficiencies), strategies (information
distortion and asymmetry), and consequences (systematic and financial risks).

The reliability analysis indicated strong consistency across coding processes, with test-retest coefficients ranging from
0.775 to 0.909 and an overall reliability of 0.858. Delphi results demonstrated convergence among expert opinions,
confirming the validity of the identified themes.

Scenario analysis identified eight key drivers associated with systematic and financial risks. Through cross-impact matrix
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evaluation, four distinct scenarios were developed: “Gradual Death,” “Explosion,” “Flame Fire,” and “Ashen Aura.” Each
scenario represents a different configuration of risk intensity and neurotic structural conditions. The “Gradual Death”
scenario emerged as the most probable outcome, characterized by persistent structural inefficiencies, increasing financial
opacity, and gradual erosion of economic stability.

The findings further indicated that the paranoid dimension of neurotic structural disruption had the highest influence on

scenario formation. This dimension is associated with heightened distrust, excessive control mechanisms, and reactive

decision-making patterns, leading to increased engagement in shadow banking activities.
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Discussion and Conclusion

The findings of this study provide a comprehensive understanding of shadow banking as a multidimensional phenomenon
shaped by the interaction of structural, institutional, and psychological factors. The identification of systematic and financial
risks as dominant consequences highlights the critical implications of shadow banking for economic stability. The prominence
of the “Gradual Death” scenario suggests that without significant reforms, the financial system may experience a slow but
persistent decline driven by inefficiencies and hidden risks.

The integration of neurotic structural disruptions into the analysis offers a novel perspective on financial behavior. The
influence of paranoid tendencies, in particular, underscores the importance of trust, transparency, and rational decision-
making in financial systems. These insights suggest that addressing behavioral and cultural dimensions is as crucial as
implementing regulatory and structural reforms.

From a policy perspective, the study emphasizes the need for enhanced regulatory frameworks, improved institutional
governance, and the adoption of advanced monitoring technologies. Additionally, fostering organizational cultures that
promote psychological well-being and ethical behavior can mitigate the adverse effects of neurotic tendencies.

In conclusion, this study contributes to the literature by bridging the gap between financial economics and organizational
psychology, offering an integrative model for analyzing shadow banking under uncertainty. The scenario-based approach
provides valuable insights for policymakers and practitioners seeking to navigate the complex and evolving landscape of

financial systems.
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