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Abstract

The study aims to identify the importance of banking merge
presenting its concepts and types, and its role in achieving compe
advantage from the point of view of a sample of bank managers i
city of Erbil. The study used a questionnaire tdexod data from 54
managers of selected banks. An econometrics analytical appr
specifically the quadratic regression model, was used to estimar
impact of banking mergers on achieving a competitive advantage
study drew several conclusions,thvithe most significant one bein
that the merger of banks accounts for 88.6% of the changes that
in improved competitive advantage. Thevgdue of the linear anc
quadratic regression slope test is zero, which underscores
importance of the bankg merger variable (along with its squares)
the estimated model. Lastly, the study offers some recommenda
including the encouragement of banking mergers to create str
banking institutions that can better confront competitive risks
challerges.
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Introduction:

The trend towards banking mergers and the formation
of banking blocs was considered a general phenomenon within the
banking sector, aiming to confront the challenges imposed by
globalization and the policy of tradéeralization, including the
liberalization of banking services and capital adequacy
requirements, as these circumstances called on the banking sector
to tend towards the formation of economic blocs capable of facing
crises and competition. In pegkobalzation economies. Banks
carry out mergers to increase competitiveness and benefit from
economies of scale and other advantages that are achieved in the
event of a bank merger or acquisition. Banking mergers formed a
global trend starting in the 1980s withhe aim of growth,
expansion, and enhancing competitiveness. The importance of the
research stems from the role of the banking sector resulting from
the function it performs in the economy at the internal and external
levels. Thus, banking mergers becaime basis for banks to play
their vital role through thetontribution to developing the banking
sector and enhancing its role in building the national economy.
Banking merger also contributes to increasing the competitiveness
of the merged banks by praWng services on a broader scale and
developing economic performance in light of mobilizing savings.

It contributes to confronting contemporary developments,
especially economic blocs, financial globalization, and economic
crises that make the merged bamkde to play their role in the
global economy.

Study Methodology The ready made statistical progragkasy
Fit)
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Study limits: Spatially a sample of banks in the city of Erbil and
Time Period 20222023
Study importance: Theimportance of the research lies in the fact
that it touches a sensitive and effective sector that contributes to
achieving economic development and the issue of banking merger
because of its role in achieving the competitive advantage of banks
andservingas a reform for banks about to bankruptcy.

Study problem: The research problem bodied in the following
guestions:
1. How important is a banking merger from the point of view of a
sample of bank managers in the city of Erbil?
2. Does a merger contribute to achieving tbempetitive
advantage of banks?
Study objective: The research aims to:
1- Identify banking merger by presenting its concepts, types, and
effects.
2- Knowing the importance of banking merger and its role in
achieving competitive advantage for a samplieastks in Erbil.
Study hypothesis: The main hypothesis of the study is that
banking merger has a very important role in achieving competitive
advantage, this hypothesis is divided into the following
hypotheses:
1- Null hypothesis: There is no agreement on the provisions of the
banking merger
Alternative hypothesis: There is agreement on the provisions of
the banking merger
2- Null hypothesis: There is no agreement on the items of the
dependent variable (competitive advantage)
Alternative hypothesis: There is agreement on the items of the
dependent variable (competitive advantage)
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3- Null hypothesis: Banking merger has no significant effect on
enhancing competitive advantage

Alternative hypothesis: Banking merger has a significant effect on
enhancing competitive advantage

The concept of banking merger:

Mergers and financial rengineering are a huge part of businesses
in the world of finance. Companies and financial institutions,
including banks, achieved growth and expansion through mergers.
The separate financial institutions formed a large and fiadyci
strong institution after the merger and have competitive ability
through lower average costs that they obtain from economies of
scale, expanding the volume of their activity, and obtaining new
markets globallf{Gupta & Banerjee, 2017, p. 23)

There are many definitions of the banking merger, as it is defined
as a collective movement towards conglomeration, cooperation
and integration between two or more banks to create a form of
unification that goes beyond the current pattern and form, ttecrea
an entity is more capable and effective in achieving goals that
seemed impossible to achieve before the merger process, and
banking merger. It means a process of moving from a certain
competitive position to a better competitive position, and it also
attempts to achieve three dimensions. The first dimension: more
confidence, reassurance, and security among the public of
customers and dealers. The second dimension: creating a better
competitive position for the new banking entity in which the
competitive ability of the new bank, investment opportunities,
returns, and resource and income management increases. The new
one is more effective, efficient, and creative. The third dimension:
replacing a new, more experienced administrative entity to
performthebak 6s functions with a hig
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and then the new banking entity acquires a more mature and
brighter personality on the part of the employees with a more
secure career futuf@wad, 2019, p. 6)
Decisions related to merger and acquisition deals require serious
focus and attention when companaesjuirebecause it may affect
the financial performance of the bidding company. Where such
mergers and acquisitions require a place, the acquiring company
may not always be in a profitable position; It affects the liquidity,
profitability, operation, and state afdministrative efficiency of
the acquiring companies. Companies should not pursue mergers
and acquisitions unless they create value. Mergers guisgmons
become fruitful if synergies arise in the forms of operational,
financial, and administrative synergies, and an increase in market
share is achievédoash and Njangiru, 2015: 1649om the above,
it can be said that a banking merger is the merging of two or more
banks for several reasons and to achieve a set of goals related to
capital, size of deposits, investment opportunities, and returns, as
well as competitiveness and markeash
Conditions and controls forbanking merger:
The decision to merge between banks requires a set of conditions
and controls for it to be successful and more effective. The
following is a presentation of the most important conditions and
controls for a bankingmergér Andr i eH etibal ., 20
1- There is a real, sincere desire among those in charge of the
merger, and they have the smibtivation to do it, with no
opposition or resistance to it.
2- The merger decision must be subject to economic, market, and
social studies and address the imbalances that already exist within
the banks wishing to merge.
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3- A comprehensive evaluation and examination of all assets and
liabilities of the banks involved in the merger process, as well as
determining the sharehol dersbo
transfer to the merging banks.

4- Develop a realistic and practical vision for the stages of the
merger process, and include the appropriate timetable for it, as
well as prepare the internal environment to accept the merger
process and the external environment to welcome it, and a time
plan is drawn up to implement the merger process.

5- The name of the new banking entity, the brand, the members of
the board of directors, and the banking services with which it will
be dealt must be chosen.

6- Providing the financial and human resources and equipment
necessary for the banking merger process.

7- The merger process should be carried out with the utmost
precision and extreme care, and not overlook everything that might
lead to trouble for the merging banks now or in the future.

8- Effective coordination between the merged banking units,
regulations, laws, and decisions, as well as developing an internal
network with a high degree of efficiency in communications
(Darousi & Bouzaarour, 2014, pp. 1340)

- Types of banking mergers:

Mergers and acquisitions are the most useful methods used by
various companies to increase profitability, efficiency, and
business expansion. However, the financial market and economic
environment of the country play a pivotal role in developing
fruitful mergers and acquisitions. For three decades, companies
have been using this technique extensively as a strategic tool to
restructure the sector. Banks. Initially, these trends were limited to
the United States and the United Kingdom. However, the same
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pattern was adopted in developing countries mergers multiplied
with multiple motives and reasons, as well as future conditions and
goals of the merger procegikishwar & Ullah, 2019, p. 113)
Banking mergers can be classified into different types according
to some bases as below:

A/ Classification of banking merger according to the
relationship between the parties to the merger:

2.3.1 Types of banking mergers according to the relationship
between their parties: According to this base, mergers are divided
into three types

1- Voluntary banking merger: This type is known as a friendly
merger that takes place with the approvathef management of
merging banksThis merger takes place through identical will and
common understanding between the boards of directors of the
banks participating in the merger to achieve a common interest.

2- Forced banking merger: This type takes place as a result of the
default of a bank, forcing the monetary authorities in many
countries to forcefully merge. This merger often takes place on an
exceptional basis in accordance with conditions determined by the
stateods monetary authorities
general andthe banking sector in particular. Mergferced
banking is used as a safe haven for the technology of the banking
system from troubled banks or those on the verge of bankruptcy
andliquidation. This type of merger must take place through a law
that encourages banks to merge in exchange for encouraging tax
exemptions or by providing the merging bank with assistance
loans in exchange for its pledge to bear all special obligat{tos.
Atallah & Touati, 2017, pp. 888).

3- Hostile banking merger: This type takes place against the
desire of the management of the bank targeted for the merger. It is
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an involuntary merger and adopts the concept of takeover. This
type usually occurs when a weak management controls the
capabilities of a company with good potential. Therefore, strong
and successful companies in the market set their sights on these
companes to take over. It must replace the weak management with
strong management that can optimally exploit the capabilities of
this companyHammad, 2001, p. 5)

2.3.2 Types of banking mergersaccording to the nature of the
activity of the merged banks

According to this base, mergers are divided into three types
(Oloye and Osuma, 2015: 26):
1- Horizontal merger: It takes place between two or more banks
operating in the same type of activity or interconnected activities,
such as commercial banks, investment banks, or specialized banks.
2- Vertical merger: It usually takes place between small banks, in
different regions, and a main bank, which is usually a larger bank,
as these small banks and their various branches turn into an
extension of the main bank.
3- A mixed merger takes place between two or more banks
operating in unrelated activities, i.e., it takes place between a
commercial bank and a specialized bank, or between a specialized
bank and an investment bafikn Mansour & Ibn Maatouq, 2018,
pp. 1213).
2.3.3 Types of banking mergers according to other bases
banking mergers can be divided into the following types (Qader,
2010: 113):
1- Merger by gradual swallowing: This is done by one bank
gradually swallowing another bank by purchasing a specific
branch or branches of the bank that is being swallowed, then after
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a period another branch is purchased, and so on until all the
branches and units of this bank are purchased, and this is done both
in the global banking market.
2- Differential merger: It is a merger that takes place between
various institutions included in one entityyis a merger based on
extension, expansion, increase, growth, integration, diversity, and
size, and absorbing others.

3- Merger by acquisition and transfer of ownership: through
purchasing the bank that is being merged and here this type occurs,
whether suddenly or gradually.

4- Merger by absorption: through the purchase of banking
operations themselves, such as operations related to securities
portfolios, credit operations, debt securitization operations, and
banking derivatives, and this is done sequentially until the final
merger decision is taken.

5- Merger by annexation: It is based on a unified board of
directors for the two banks together, with the new banking entity
bearing their names together.

6- Merger by blending: by creating an optimistic combination
between two or more banks to emerge a new banking entity,
which is a mixture between the two banks or the merging banks,
and thus the new bank tak&sa new name and a new brand.

2.4 The competitiveness of the bank:

Competitive ability is defined as the distinct skill, technology, or
resource that allows the bank to produce values and benefits for
customers that exceed what competitors offer them and confirms
its distinction and difference from these competitors ftio@point

of view of customers who accept this difference and distinction.
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On the other hand, competitive ability is defined as the ability and
opportunities of current and future banks to design, produce, and
market products in their surrounding environments, whose price
and nonprice characteristics are more attractive thanir the
competitors (Atallah and Touati, 2017: 91).

2.4.2 Banking merger approaches to achieve banks
competitive:

There are three main approaches (Benhammou and Sab, 2023: 64
65):

1- A comprehensive and integrated encyclopedic approach: It
deals with all aspects of merger and subjects them to careful
research. It is a comprehensive approach that includes many other
tools and methods, transforming them into basic axes and
strategies qudied to build a strong competitive advantage.

2- the gradual, successive approach is a gradual approach to the
merger process using a stiey step policy to ensure its success

or address all the imbalances that already exist in the merging
banks. It also ensures that the merged entity is not exposed to a
negative consequencesid it depends on each of the following:

1) Develop a comprehensive and integrated strategy for a
banking merger with all its advanced aspirations and goals and
translate them into a comprehensive plan.

2) Develop a standard timetable program to be implemented

within the framework of the merger plan.

3) Determine the operational tasks that must be followed to

achieve successive gradual mergers.

3- The innovative, renewable approach: It depends on new forms
and methods to achieve the merger process. This approach
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