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The impact of Banking Competition on Commercial Banks’ Stability 

Empirical Evidences from the GCC Countries 
 

Abstract 

 
This study aimed to measure the prevailing competition between commercial banks and 

their stability rate, using a sample of 61 commercial banks listed in the stock markets 

operating in )GCC) countries, and balanced annual data extending from 2011 to 2020. 

The experimental part of the study was adopted on the analysis of multiple regressions 

of the Panel data, using panel- corrected standard errors (PCSE) method. The results 

showed that the competition between commercial banks operating in the countries under 

study “measured by the concentration index (CR3) of market share” is low, and some of 

them are away from the full of competition and are highly concentrated markets and 

non-competitive markets, the empirical results suggest that there is a significant 

negative impact of concentration ratio (CR3) on the stability of commercial banks, this 

result supports the “competition-Stability” hypothesis, which suggests that competition 

between commercial banks may have a positive impact on bank stability. Based on the 

findings of the study, the study recommends increasing attention to financial reforms, 

liberalizing banking services, and considering facilitating the entry of new banks to the 

market and encouraging mergers to take advantage of competition, given its importance 

in strengthening and stability of the banking sector. 

Key Words: commercial banks, banking competition, banking stability. 
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Āfāqiqtiṣādiyyaẗ Journal - Volume 9. Issue 17. Jan 2023.                        (27) AFIQ 
 

 

1 

Javaid, & Alalawi, 2018)

et al.  Altaee

2013

(2014) et al., Alvarez, 

(2016) , et al.,Fernández

Poshakwale & Qian 2011)(3

 



                                                                                                           Āfāqiqtiṣādiyyaẗ Journal 
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Āfāqiqtiṣādiyyaẗ Journal - Volume 9. Issue 17. Jan 2023.                        (30) AFIQ 
 

 

2019 et al.,Ramon -eD

Mirzaei & Liu (2013 

192940

19992008

Shijaku (2017)

1620082015

BooneLernerHHI

(2017 et al.,González  

35620052012

H-Statistics

HHIZ-score

H-StatisticsZ-Score

Ozili P.K. (2018)

4819962015

Lerner

Z-score



                                                                                                           Āfāqiqtiṣādiyyaẗ Journal 
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Āfāqiqtiṣādiyyaẗ Journal - Volume 9. Issue 17. Jan 2023.                        (37) AFIQ 
 

 

310.5019.026265.2

 3 

Variable Obs Mean Min Max Std.Dev 

Z-score 610 37.5760 -0.9803 60.0830 26.0286 

CR3 610 65.2833 47.2393 88.3220 10.7393 

ROAA 610 1.3564 -9.5053 5.5390 1.1295 

AQ 610 4.2529 0.0678 37.0867 3.2797 

CAR 610 19.0262 6.2300 47.5400 4.8555 

GDP 610 2.5333 -8.6853 13.3752 3.8732 

4

(Panel Data) (Multicolinearity

 t-statistcBerry & Feldman,  1985

Multicolinearity

Multicolinearity 

80et al., 2013Lee 

 4 

Variable Zscores CR3 ROAA AQ CAR GDP 

Z-score 1      

CR3 **0.104- 1     

ROAA ***0.247 ***0.177- 1    

AQ ***0.307- 0.0541 ***0.468- 1   

CAR ***0.154 -0.0116 ***0.191 -0.0212 1  

GDP 0.0577 -0.0479 ***0.288 *0.0908- 0.0696 1 

statistics in parentheses t< 0.001 p ***< 0.01,  p **< 0.05,  p *  

 

Multicolinearity 

5Z-score

PCSE 



                                                                                                           Āfāqiqtiṣādiyyaẗ Journal 
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