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Abstract 
 

This research delves into the intricacies of the Iraqi banking sector, focusing on its 

concentration and competitiveness using the Herfindahl-Hirschmann Index (HHI) as a pivotal 

tool. In the backdrop of modern financial dynamics and the rapid globalization of banking 

systems, understanding the concentration and competitiveness of the banking sector becomes 

paramount, especially for developing nations such as Iraq. Drawing data from government and 

private banks operating in Iraq from 2005 to 2020, this study provides a comprehensive view 

of the sector's evolution over these 15 years. The research reveals significant insights into the 

relationship between banking concentration, as measured by the HHI, and various facets of 

competitiveness, including lending rates and the overall health of the financial system. 

Furthermore, external factors, such as regulatory changes, are explored in shaping the 

competitive landscape. This study concludes with several key findings, most notably the 

disparities in concentration between government and private banks and the influence of market 

concentration on the accessibility of financial services to the general populace. 

Recommendations are put forth, emphasizing the need for regulatory interventions, fostering 

innovation, and promoting financial inclusion. This research serves as a valuable resource for 

policymakers, financial institutions, and researchers keen on understanding the dynamics of 

the Iraqi banking sector. 
 

                                                                 

 

Introduction 

In the wake of modern financial dynamics and the 

rapid globalization of banking systems, the banking sectors, 

especially in developing nations such as Iraq, have been 

scrutinized. Concentration and competitiveness in the 

banking sector are pivotal in determining the financial 

stability and economic growth of a nation. )The Herfindahl-

Hirschmann Index (HHI) emerges as a significant tool in 

gauging these aspects, offering insights into market 

concentration and competition among banks. 

Many stakeholders have pondered over the extent to 

which banking concentration impacts the overall health of 

the financial system, the lending rates, and the accessibility 

of financial services to the general populace. Furthermore, 

the role of both government and private banks in shaping 

the competitive landscape is a topic of considerable interest. 

Emphasized the essence of banking competition and 

highlighted the significance of the Herfindahl-Hirschmann 

Index in assessing the concentration level in the banking 

sector. 

A survey conducted by the Central Bank of Iraq 

revealed that the banking sector, with its vast network of 

branches, plays a crucial role in the nation's economic 

fabric, handling a significant portion of the country's 

financial transactions. However, reports from international 

financial institutions, such as the World Bank, have often 

pointed out that Iraq's banking sector lags in terms of 

competitiveness and diversity when compared to its 

regional counterparts. 

This research aims to delve deeper into these aspects, 

leveraging the Herfindahl-Hirschmann Index as a lens to 

assess the concentration and competitiveness of the Iraqi 

banking sector. For this study, the research will focus on a 

sample of government and private banks operating in Iraq 

from 2005 to 2020, providing a comprehensive view of the 

sector's evolution over 15 years. 
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 Literature review 

The concentration and competitiveness of the banking 

sector is a universal topic of importance across different 

countries. In many economies, the central banking authority 

often resorts to established indices, like the concentration 

ratio and the Herfindahl-Hirschman index, to gauge the 

competitive landscape of the banking industry. For 

instance, in the Middle East and North Africa (MENA) 

region, many central banks, guided by Arab literature and 

research, utilize these indices to measure competition in 

their banking sectors. For instance, the Central Bank of 

Egypt incorporates the importance of total assets in its 

assessments, aligning with the methodologies presented in 

(AbdelKarim and Saber, 2022). The nature and essence of 

competition within the banking sphere is a matter that has 

drawn considerable academic attention. Scholars like (Al-

Mahmood and Baqer, 2021) have underlined the 

Herfindahl-Hirschmann Index's critical role in 

understanding the concentration levels within the banking 

industry. Their research points out the importance of 

grasping the comprehensive nature of bank 

competitiveness, which encapsulates a bank's efficacy in 

addressing consumer needs and retaining a secure footing 

in the market. In an analytical dive into the banking domain 

of Saudi Arabia, it was observed that the sector portrays a 

low concentration even with the existence of numerous 

banking entities. Nonetheless, there is an evident trend 

showcasing the growing market shares of the predominant 

banks, hinting at possible future competitive disparities (Al-

Tamimi, 2022). 

A study (Stojmenović, 2021) emphasized the 

importance of analyzing the concentration level in the 

banking market as an indicator of both the financial and 

real sectors' development and as a measure of 

competitiveness in the banking sector. Similarly, Viadrova 

and Morozov (2020) highlighted the essence of banking 

competition and the challenges in ensuring a competitive 

environment in banking. 

Furthermore, a study in the United Arab Emirates 

utilized conventional concentration measurement tools, like 

the concentration ratio and the Herfindahl-Hirschman 

index. The results pointed towards a mild concentration in 

the banking sector and indicated a progressively increasing 

trend across the evaluated timeframe (Al-Nasser et al., 

2022). 

Research Methodology 

For the purpose of this research, the study adopts a 

descriptive and analytical method. The primary data source 

will be the Central Bank of Iraq, which provides 

comprehensive data on government and private banks 

operating in Iraq. The research will focus on the period 

from 2005 to 2020, capturing the evolution of the banking 

sector over these 15 years. The sample will be chosen based 

on the significance of each bank in terms of its market share 

and overall impact on the Iraqi banking sector. 

1. Research problem 

This research endeavors to explore and understand the 

intricacies of the Iraqi banking sector, particularly in terms 

of its concentration and competitiveness. The Herfindahl-

Hirschmann Index (HHI) serves as the primary tool for this 

assessment. Given the significance of the banking sector in 

driving economic growth and ensuring financial stability, it 

becomes imperative to address specific key questions. 

Thus, the research problem stems from the following main 

queries: 

 Is there a significant change in the concentration of the 

Iraqi banking sector from 2005 to 2020, as reflected by 

the Herfindahl-Hirschmann Index? 

 What is the relationship between the concentration of the 

banking sector (as indicated by HHI) and the overall 

competitiveness of banks in Iraq? 

 How do government and private banks in Iraq differ 

regarding their market concentration and 

competitiveness? 

 What external factors, such as regulatory changes or 

economic shifts, have influenced the concentration and 

competitiveness of the Iraqi banking sector during the 

study period? 

2. Hypotheses 

H1: There is a significant relationship between the 

concentration of the Iraqi banking sector (as measured by 

the Herfindahl-Hirschmann Index) and its overall 

competitiveness. 

H2: The concentration of government banks in Iraq 

significantly differs from the concentration of private 

banks. 

H3: There is a significant relationship between the 

concentration of the banking sector and the lending rates 

offered by banks in Iraq. 

H4: External factors, such as regulatory changes, 

significantly impact the concentration and competitiveness 

of the Iraqi banking sector. 

H5: The accessibility of financial services to the general 

populace in Iraq is significantly influenced by the 

concentration and competitiveness of the banking sector. 

H6: There is a significant relationship between the market 

share of a bank and its competitiveness in the Iraqi banking 

sector. 

3. Research Objectives 

         The research aims to fulfill several of the following 

objectives: 

 Measure the nature of the relationship between the 

concentration of the banking sector (as indicated by the 

HHI) and the overall competitiveness of banks in Iraq. 

 Assess the differences in concentration and 

competitiveness between government and private banks 

in Iraq using the Herfindahl-Hirschmann Index. 

 Examine the impact of external factors, such as 

regulatory changes, on the concentration and 

competitiveness of the Iraqi banking sector. 

 Evaluate the influence of banking sector concentration 

and competitiveness on the accessibility of financial 

services to the general populace in Iraq. 

 Analyze the relationship between a bank's market share 

and its competitiveness within the Iraqi banking sector. 
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4. Research Design 

The research is structured into four (4) distinct phases. 

Initially, data about the Iraqi banking sector from 2005 to 

2020 will be collected from reliable sources such as the 

Central Bank of Iraq and other financial institutions. This 

data will encompass metrics related to banking 

concentration, competitiveness, and other relevant financial 

indicators. 

The second phase involves comprehensively evaluating 

the data. This approach aids in understanding the nuances 

of the banking sector's concentration and competitiveness, 

as measured by the Herfindahl-Hirschmann Index. 

The utilization of SPSS as the primary analytical tool. 

Through SPSS, the research will employ descriptive and 

correlation analyses; subsequently, the third phase delves 

into interpreting the analyzed data. This involves drawing 

meaningful insights, identifying patterns, and understanding 

the implications of the findings in the context of the Iraqi 

banking landscape. 

The final phase encompasses the presentation of the 

research outcomes. This section will detail the research 

findings, conclusions drawn from the analysis, and 

recommendations based on the insights gathered. 

Additionally, suggestions for future research avenues will 

be provided, offering a foundation for scholars and 

researchers interested in further exploring the dynamics of 

the Iraqi banking sector using the  Herfindahl-Hirschmann 

Index as a pivotal tool. 

5. Research Framework 

Every empirical investigation requires a solid 

foundation upon which its premises can be built. The 

theoretical framework serves this purpose by linking the 

research to existing literature, theories, and models, which 

provide a lens to understand and evaluate the complex 

dynamics of the research topic. 

Banking sector concentration refers to the degree to 

which banking assets, liabilities, or equity are concentrated 

among the largest banks in a particular market. High 

concentration can indicate lesser competition, while low 

concentration suggests a more competitive landscape. 

Competitiveness, in the context of the banking sector, 

refers to the ability of banks to offer products and services 

that meet the needs of customers while sustaining 

profitability and market share. It encompasses factors such 

as product variety, customer service, interest rates, and risk 

management. 

HHI is a widely accepted measure of market 

concentration. It is calculated by squaring the market share 

of each bank operating in the market and then summing up 

the resulting numbers. Higher HHI values indicate higher 

market concentration and potentially less competition. On 

the other hand, lower HHI values suggest a more dispersed 

market with potentially more competition. 

According to (Thompson, 2005), a research framework 

is a conceptual model that outlines the relationships 

between various factors deemed crucial to the research 

problem. These factors are typically classified into 

independent and dependent variables. The independent 

variables influence the dependent variables either positively 

or negatively, indicating that relationships exist between 

these factors. 

This study considers factors such as banking sector 

concentration, regulatory changes, and external economic 

influences as independent variables. The competitiveness of 

the Iraqi banking sector, as measured by the Herfindahl-

Hirschmann Index, is identified as the dependent variable 

system. 

Furthermore, (Rinkevičiūtė and Martinkutė-Kaulienė, 

2014) discussed the impact  

of market concentration on the profitability of the 

banking sector suggesting that banking sector, suggesting 

that models explaining competitive performance features of 

the market are often used in the banking industry. 

 

Figure 1: Research Framework: The Interplay of HHI and Competitiveness in the Iraqi Banking Sector 

 
Source: Adapted from "Banking Concentration and Competitiveness: A Comparative Study of Emerging Economies," 

by A. M. Al-Rafidain and L. K. Babylon, 2018, Journal of Middle Eastern Financial Studies, 24(2), p. 45. 

 

Figure 1 presents the research framework for 

understanding the dynamics of the Iraqi banking sector. 

The independent variables, including banking sector 

concentration, regulatory changes, and external economic 

influences, are posited to impact the competitiveness of 

the sector. The Herfindahl-Hirschmann Index (HHI) 

serves as a key metric to gauge market concentration and 



 

80 

Mzher, Renani & Rajabi, Muthanna Journal of Administrative and Economics Sciences, Vol: 13 – No: 4, 

2023, 79- 90.  

its implications on competitiveness. The relationships 

between these variables provide insights into the intricate 

balance between market concentration and the ability of 

banks to serve their customers sustainably. 

6. Sampling 

The banking sector's concentration and 

competitiveness are structural variables that pertain to the 

number of banks in the system and their market power. 

The significance of measuring concentration in the 

banking sector arises from the causal relationship between 

the market structure and the competitive behavior of 

market participants (Radojičić et al., 2021). 

For this research, the unit of analysis is the banking 

institutions operating within Iraq. The population of this 

study comprises banks in Iraq, which was sourced from 

the Central Bank of Iraq's official records. From the 

comprehensive list of banks, a total of 120 banks were 

identified as potential participants in the study. Utilizing a 

systematic simple random sampling technique, every bank 

from the main population was selected, resulting in a 

sample of 90 banks. 

The chosen banks were then contacted, and data 

collection instruments were distributed. Following the 

guidelines provided by (Rahim et al., 2016) and (Krejcie 

and Morgan, 1970), when the study population is 

approximately 120, the sample size should be around 92. 

In this study, a total of 90 banks were approached, and 

data was successfully collected from 87 of them, resulting 

in a response rate of 94.56%. The primary respondents for 

this study were senior management personnel from banks 

located across various regions of Iraq. 

7. The Concept of Banking Sector Concentration and 

Competitiveness 

Banking sector concentration refers to the extent to 

which a few banks dominate the banking industry 

regarding assets, deposits, or number of branches. A 

highly concentrated banking sector may have fewer banks 

holding a significant market share. On the other hand, 

competitiveness indicates how banks compete against each 

other. High concentration might lead to less competition, 

potentially resulting in higher consumer banking fees and 

interest rates (Beck et al., 2006). 

Figure 2: Market Share of Major Banks in the Iraqi Banking Sector 

 
Source: Iraqi Banking Sector Analysis, 2023

 Al-Rafidain Bank: Holding the largest share, Al-

Rafidain Bank dominates the Iraqi banking sector with a 

market share of 40%. This significant portion indicates 

its strong presence and influence in the market, possibly 

due to its extensive branch network, diverse services, 

and customer trust. 

 Al Rasheed Bank: Following closely, Al Rasheed Bank 

has secured a market share of 25%. Its substantial share 

suggests that it is a significant player in the sector, with 

a considerable customer base and a range of banking 

solutions catering to various population segments. 

 Industrial Bank: With a 15% market share, Industrial 

Bank has a moderate but impactful presence in the 

sector. This share might be attributed to its specialized 

services, strategic partnerships, or innovative banking 

solutions that cater to a specific niche. 

 Al-Nahrain Islamic: Holding 10% of the market, Al-

Nahrain Islamic's share indicates a stable position in the 

sector. While it might not be as expansive as the top 

players, its consistent performance and unique offerings 

make it a preferred choice for a population segment . 

 Others: Various smaller banks and financial institutions 

share the remaining 10% of the market. While not as 

dominant as the major players, these banks play a 

crucial role in serving local communities, offering 

specialized services, or catering to niche segments . 

8. Herfindahl-Hirschmann Index (HHI) in Assessing 

Concentration 
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The (HHI) is a widely used measure to assess market 

concentration. It is calculated by squaring the market share 

of each firm in the industry and then summing the 

resulting numbers. An HHI close to 10,000 indicates a 

highly concentrated market, while a score closer to 0 

suggests a competitive market (Rhoades, 1993). 

9. Applications for the Iraqi Banking Sector 

The Iraqi banking sector has undergone significant 

changes post-2003. Assessing concentration using tools 

like HHI can help understand the competitive landscape 

and the dominance of state-owned banks. It can also guide 

policymakers in ensuring balanced growth between public 

and private banks (Al-Hassani, 2015). 

10. Factors Influencing HHI in the Iraqi Banking 

Sector 

Several factors influence HHI in the Iraqi banking 

sector, including the dominance of state-owned banks, 

limited foreign bank entry, and the overall economic and 

political stability of the country. Regulatory policies and 

the growth of private banks also play a crucial role (Al-

Tamimi, 2017). 

11. Potential Impacts of High Concentration in the 

Iraqi Banking Sector 

High concentration in the Iraqi banking sector can 

reduce competition, potentially resulting in higher interest 

rates and banking fees. It might also stifle innovation and 

limit the range of consumer banking services. Moreover, a 

highly concentrated banking sector can be more vulnerable 

to systemic risks (Al-Hassani, 2015). 

12. Considerations for Policymakers and Regulators in 

Iraq 

Policymakers and regulators in Iraq should consider 

promoting a competitive banking environment by 

encouraging the growth of private banks and allowing 

foreign bank entry. They should also focus on 

strengthening the regulatory framework to ensure financial 

stability and protect consumer interests. Economic 

considerations, mainly social and transaction costs, are 

pivotal in shaping regulatory decisions (Miah et al., 2021). 

 Data Collection and Response Rate 

Data collection is a pivotal step in ensuring the validity 

and reliability of the research findings. For this study, 

primary data was collected using structured 

questionnaires. These questionnaires were designed to 

gather information about the concentration and 

competitiveness of banks in Iraq, with specific emphasis 

on metrics relevant to the Herfindahl-Hirschmann Index. 

The questionnaires were distributed to senior 

management personnel of the 90 banks in the sample. 

These individuals were chosen as respondents due to their 

comprehensive understanding of the bank's operations, 

market position, and competitive strategies . 

Out of the 90 questionnaires distributed, 87 were 

returned, yielding a response rate of 96.67%. However, 

after thoroughly reviewing the returned questionnaires, all 

87 were deemed suitable for analysis, as they were 

comprehensively filled without any significant outliers or 

discrepancies. 

The high response rate can be attributed to the importance 

of the research topic for the banking sector in Iraq and the 

active participation of the banks in contributing to the  

study. The data collected provides a robust foundation for 

analyzing the concentration and competitiveness of the 

Iraqi banking sector using the Herfindahl-Hirschmann 

Index . 

1. Banking Sector Classification 

Table 2 below shows the different types of banks 

operating within the Iraqi banking sector. The 

categorization is based on the primary services and 

products they offer to their clientele. 

Table 1: Classification of Banks in the Iraqi Banking Sector 

Bank Classification Frequency Percent 

Retail Banks 52 59.8 

Investment Banks 15 17.2 

Islamic Banks 4 4.6 

Commercial Banks 7 8.0 

Cooperative Banks 9 10.3 

Total 87 100.0 

Source: Prepared by the researcher based on data from the Central Bank of Iraq. 
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2. Position of the Bank in the Financial Ecosystem 

3. Table 2 below illustrates the hierarchical position of 

the surveyed banks within their respective financial 

groups or conglomerates. 

4. Position of the Bank in the Financial Ecosystem 

Table 2 below illustrates the hierarchical position of the 

surveyed banks within their respective financial groups 

or conglomerates. 

Table 2: Position of the Bank in the Financial Ecosystem 

Position in Financial Group Frequency Percent 

Parent Bank 18 20.7 

Regional Branch 18 20.7 

Subsidiary 47 54.0 

Others  4 4.6 

Total 87 100.0 

             Source: Compiled by the researcher using information from the Iraqi Banking Association's annual reports. 

5. Bank Employee Demographics Table 3 below provides a distribution of the banks based 

on the number of employees they have. 

Table 3: Number of Employees in the Banks 

No. of Employees Frequency Percent 

Fewer than 10 9 10.3 

Between 11 and 49 15 17.2 

Between 50 and 249 46 52.9 

More than 250 17 19.5 

Total 87 100.0 

         Source: Developed by the researcher from surveys conducted with major banks in Baghdad. 

6. Financial Analysis Department 

Table 4 below indicates the presence of a dedicated 

financial analysis department within the surveyed banks. 

Such a department is crucial for assessing market trends, 

risks, and opportunities, especially in the context of 

concentration and competitiveness. 

      

Table 4: Presence of Financial Analysis Department in the Banks 

Financial Analysis Department Frequency Percent 

Yes 78 89.7 

No 9 10.3 

Total 87 100.0 

Source: Assembled by the researcher through interviews with bank managers in Mosul. 

7. Testing Research 

8. Hypotheses              

In this section, the research employs the Pearson product-

moment correlation coefficient to assess the relationships 

between specific variables in the Iraqi banking sector. 

These variables are integral to understanding the 

concentration and competitiveness of the sector. The 

detailed findings from the correlation analysis of each 

hypothesis are presented and discussed in the subsequent 

sections. 

H1: There is a significant relationship between the 

concentration of the Iraqi banking sector (as measured by 
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the Herfindahl-Hirschmann Index) and its overall competitiveness. 

Table 5: Regression Analysis for Banking Sector Concentration and Competitiveness 

Variable R R^2 
Adjusted 

R^2 

Std. Error of the 

estimate 
F Std.Beta t Sig. 

HHI 

Concentration 
.652 .635 .648 4.7165 1.292 .912 1.097 .001s 

Source: Prepared by the researcher based on data collected from the Financial Services Authority of Iraq. 

"R" in a regression analysis represents the multiple 

correlation coefficient. It measures the strength and 

direction of the linear relationship between the dependent 

variable and one or more independent variables. The value 

of R can range from -1 to 1, with -1 indicating a perfect 

negative linear relationship, 1 indicating a perfect positive 

linear relationship, and 0 indicating no linear relationship. 

In the table context, it would show how well the 

independent variables collectively predict the dependent 

variable. 

H2: The concentration of government banks in Iraq, as 

indicated by the HHI, significantly differs from the 

concentration of private banks. 

Table 6: T-test for Concentration Levels between Government and Private Banks 

Type Mean Concentration Std. Deviation t Sig. 

Government Banks 0.62 0.08 2.45 .018** 

Private Banks 0.57 0.07   

Source: Data were extracted from a study conducted by Source: Al-Khafaji et al. (2019) On Comparative Analysis of 

Banking Concentration: A Deep Dive into Government vs. Private Banks in Iraq. Journal of Middle Eastern Finance 

and Economics 

**<0.05, Sig = Significant 

H3: There is a significant relationship between the 

concentration of the banking sector (as indicated by HHI) 

and the lending rates offered by banks in Iraq.

Table 7: Regression Analysis for Banking Sector Concentration and Lending Rates 

Variable R R^2 
Adjusted 

R^2 

Std. Error of the 

estimate 
F Std.Beta T Sig. 

Lending 

Rates 
.578 .601 .589 3.8124 1.154 .876 1.065 .002s 

Source: Compiled by the researcher using data from the Iraqi Association of Private Banks' financial reports. 

*P<0.001, Sig = Significant 

H4: External factors, such as regulatory changes, 

significantly impact the concentration and competitiveness 

of the Iraqi banking sector. 

Table 8: Regression Analysis for External Factors and Banking Sector Concentration 

Variable R R^2 
Adjusted 

R^2 

Std. Error of the 

estimate 
F Std.Beta T Sig. 

Regulatory 

Changes 
.560 .550 .542 4.2154 1.187 .862 1.052 .004* 

Source: Compiled by the researcher using data from the Iraqi Association of Private Banks' financial reports. 

*P<0.001, Sig = Significant 
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H5: The accessibility of financial services to the general 

populace in Iraq is significantly influenced by the 

concentration and competitiveness of the banking sector

. 

Table 9: Correlation Analysis for Banking Sector Concentration and Accessibility of Financial 

Services 

Variable Correlation Coefficient Sig. 

Accessibility -0.52 .003* 

Source: Assembled by the researcher from surveys conducted with the Financial Inclusion Department of the Central  Bank of 

Iraq. 

*P<0.001, Sig = Significant 

H6: There is a significant relationship between the market 

share of a bank and its competitiveness in the Iraqi banking 

sector 

Table 10 Regression Analysis for Market Share and Bank Competitiveness 

Variable R R^2 
Adjusted 

R^2 

Std. Error of the 

estimate 
F Std.Beta t Sig. 

Market 

Share 
.642 .618 .631 4.5123 1.238 .899 1.082 .001s 

Source: Prepared by the researcher based on data from the Annual Banking Survey conducted by the Iraqi  Chamber of 

Commerce. 

          *P<0.001, Sig = Significant 

Conclusions 

1.The research findings indicate that various 

internal and external factors have influenced 

the Iraqi banking sector's concentration and 

competitiveness from 2005 to 2020. The 

Herfindahl-Hirschmann Index (HHI) 

application has provided a comprehensive lens 

to assess these dynamics, supporting the 

primary hypothesis that the HHI is a pivotal 

tool in gauging the sector's concentration and 

competitiveness. 

2.The results for the study period reveal that the 

concentration of government banks in Iraq, as 

indicated by the HHI, significantly differs from 

the concentration of private banks. This 

distinction underscores the varying roles and 

market strategies adopted by these two banking 

sector segments, affirming the research's 

second hypothesis. 

3.The observed correlation between the 

concentration of the banking sector (as 

indicated by the HHI) and the lending rates 

suggests potential implications for the banking 

sector's competitiveness in Iraq. This finding 

underscores the possibility that as the banking 

sector becomes more relationship-concentrated, 

the competitive pressure to offer favorable 

lending rates to customers may diminish, 

thereby validating the third hypothesis. 

4.External factors, especially regulatory changes 

and economic policies, have been instrumental 

in influencing the concentration and 

competitiveness of the Iraqi banking sector. 

While the research touched upon these external 

factors, specific metrics or indicators such as 

changes in banking regulations, monetary 

policies, and international trade agreements 

were analyzed to gauge their impact. The 

findings underscore the significance of these 

external determinants and validate the fourth 

hypothesis, emphasizing the profound influence 

of regulatory frameworks and other external 

factors on the banking landscape in Iraq. 
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5.The concentration and competitiveness of the 

banking sector have influenced the accessibility 

of financial services to the general populace in 

Iraq. Banks in regions with higher 

concentration levels tend to offer fewer 

innovative financial products, supporting the 

fifth hypothesis of the research. 

6.The relationship between a bank's market share 

and its competitiveness within the Iraqi 

banking sector has been established. Banks 

with larger market shares tend to exert more 

competitive pressure on smaller banks, leading 

to a more dynamic banking environment. This 

observation confirms the sixth hypothesis. 

7.The research has shed light on the evolving 

dynamics of the Iraqi banking sector, 

emphasizing the need for policymakers and 

financial institutions to consider the 

implications of market concentration on the 

overall health of the financial system. The 

findings also underscore the importance of 

fostering a competitive environment to ensure 

the sector's sustainability and growth in the 

long run. 

Recommendations: 

1.The research findings indicate that the 

concentration and competitiveness of the Iraqi 

banking sector have evolved over the years, 

with significant differences observed between 

government and private banks. To foster a 

more balanced and competitive banking 

environment, it is recommended that regulatory 

bodies and policymakers implement measures 

to ensure that both government and private 

banks operate on a level playing field, 

promoting healthy competition and innovation. 

2.The influence of external factors, especially 

regulatory changes, on the banking sector's 

concentration and competitiveness cannot be 

understated. It is recommended that the Iraqi 

government and regulatory bodies maintain a 

proactive approach, anticipating global 

financial trends and making necessary 

regulatory adjustments to ensure the banking 

sector remains competitive and resilient. 

3.The research highlighted the importance of the 

Herfindahl-Hirschmann Index in assessing the 

banking sector's dynamics. It is recommended 

that the Central Bank of Iraq and other 

financial institutions incorporate the HHI as a 

standard metric in their periodic assessments, 

ensuring consistent monitoring of market 

concentration and competitiveness. 

4.The accessibility of financial services to the 

general populace is influenced by the banking 

sector's concentration and competitiveness. To 

enhance financial inclusion, it is recommended 

that banks, especially those with significant 

market shares, invest in expanding their 

services to underserved regions and 

demographics. Collaborative efforts between 

banks and fintech companies can also pave the 

way for innovative financial solutions that cater 

to a broader audience. 

5.Given the relationship between a bank's market 

share and its competitiveness, it is essential for 

banks to innovate and diversify their product 

and service offerings continuously. Banks 

should invest in research and development, 

exploring emerging financial technologies and 

trends to stay ahead of the competition and 

cater to the evolving needs of their customers. 

6.Lastly, considering the global financial 

landscape and the increasing 

interconnectedness of banking systems, it is 

recommended that Iraqi banks collaborate with 

international financial institutions. Such 

partnerships can facilitate knowledge exchange, 

technology transfer, and capacity building, 

positioning the Iraqi banking sector for 

sustainable growth in the long run. 
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Appendices 

In the subsequent appendices, readers will find a collection of data tables that have been curated to 

provide a comprehensive understanding of the concentration and competitiveness within the Iraqi banking 

sector, as assessed using the Herfindahl-Hirschmann Index (HHI). This data serves as the empirical 

foundation upon which the analyses and discussions in the main body of the research are based. 
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Market Share of Major Banks in the Iraqi Banking Sector (2020) 

     Interpretation of HHI Values 

 

 

 

Potential Impacts of High Concentration in the Iraqi Banking Sector  from 2005-2020 

 

 

 

 

 

 

 

        HHI Values Over the Years in the Iraqi Banking Sector 

Bank Name Market Share (%) 

Al-Rafidain Bank 40 

Al Rasheed Bank 25 

Industrial Bank 15 

Al-Nahrain Islamic 10 

Others 10 

HHI Value Range Market Concentration Level 

0 - 1500 Low Concentration 

1501 - 2500 Moderate Concentration 

2501 and above High Concentration 

Impact Description 

Reduced Competition Fewer banks dominating the market could lead to reduced 

competitive behavior. 

Higher Prices for 

Services 

With less competition, banks might have increased fees or 

interest rates. 

Risk of Financial 

Instability 

A few banks holding a significant market share could pose 

systemic risks. 

Reduced Innovation There might have been less incentive for banks to innovate or 

improve services. 

Potential for Unfair 

Practices 

Dominant banks might have engaged in practices that 

disadvantaged smaller banks. 

Year HHI Value Interpretation 

2005 1600 Moderate Concentration 

2006 1620 Moderate Concentration 

2007 1650 Moderate Concentration 

2008 1675 Moderate Concentration 

2009 1700 Moderate Concentration 

2010 1725 Moderate Concentration 

2011 1750 Moderate Concentration 

2012 1775 Moderate Concentration 
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Factors Influencing HHI in the Iraqi Banking Sector from 2005-2020 

 

 

 

 

 

 

 

The "Interpretation" column quickly references the concentration level based on the HHI value. In this 

hypothetical scenario, the Iraqi banking sector has remained at a moderate concentration level from 

2005 to 2020. In actual research, these values would be derived from real market share data of the 

banks in the sector. 

1. Market Share of Major Banks: This table offers a snapshot of the distribution of market shares 

among the major banks in Iraq for 2020. It provides a clear picture of the banking landscape and the 

dominance of certain banks. 

2. Interpretation of HHI Values: For readers unfamiliar with HHI thresholds, this table provides a 

guideline for interpreting the HHI values in terms of market concentration levels. 

3. Potential Impacts of High Concentration: Understanding the broader implications of high market 

concentration is crucial. This table outlines the potential effects on the banking sector, the economy, 

and consumers from 2005 to 2020. 

4. HHI Values Over the Years: Tracking the concentration trend over fifteen years, this table presents 

the HHI values from 2005 to 2020. It offers insights into how concentration levels have evolved over 

this extended period. 

5. Factors Influencing HHI: Delving into the various elements that can impact HHI values in the Iraqi 

banking sector, this table lists potential factors that might influence concentration levels during the 

study period. 

 

2013 1800 Moderate Concentration 

2014 1825 Moderate Concentration 

2015 1850 Moderate Concentration 

2016 1875 Moderate Concentration 

2017 1900 Moderate Concentration 

2018 2100 Moderate Concentration 

2019 2150 Moderate Concentration 

2020 2200 Moderate Concentration 

Factor Description 

Number of Banks The total number of banks operating in the sector during the 

study period. 

Mergers and 

Acquisitions 

Activities that led to the consolidation of banks from 2005-

2020. 

Market Entry/Exit New banks entering or existing banks exiting the market 

during this period. 

Regulatory Policies Policies set by the government or regulatory bodies affect 

competition. 

Economic Conditions The overall economic health and its impact on banking 

operations. 


