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Abstract:Globally the banking sector is considered one of the most 

important and sensitive sectors of the economy. The banking sector makes 

a direct impact on an economy which can be seen reflected in the volume 

and quality of economic activities. On the contrary, the kind of financial 

services provided by commercial banks during a certain time cannot be an 

indicator to measure banks’ efficiency or performance. Through this 

study, researchers investigate the impact of financial competition on the 

profitability of banks operating in the Sultanate of Oman. To reach the 

proposed adjectives, two variables were conducted; one was an 

independent variable named “Financial Competition” and one was a 

dependent variable named “Bank Profitability”. Hence, it is necessary to 
analyze and know the market share of the bank to identify the extent of its 

ability to compete in the banking sector and then determine its efficiency 

in the financial market. These motivated researchers to analyze the impact 

of market share as an indicator of financial competition on the 

profitability of banks in the Sultanate. The research was conducted 

quantitative research using financial ratio analysis.The banking industry is a competitive environment 

in the financial domain, so most banks seek to be the best among their competitors. 
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1.1.INTRODUCTION 

Globally the banking sector is considered one of the most important and sensitive sectors of the 

economy. The banking sector makes a direct impact on an economy which can be seen reflected in the 

volume and quality of economic activities. The banking sector in Oman is represented by 

severalCommercial Banks, Islamic Banks, and Foreign Banks that operate and supporteconomic 

activities (Albaity et al., 2017).The banking sector is effective in managing the financial economy and 

keeping pace with global developments (Rehman, J. ur, & Rashid, A., 2022). The main role of this 

sector is to provide institutional frameworks aimed at directing banks’ resources towards real 

investment that supports the country’s economic growth process. Despite the achievements that have 

been achieved in the Sultanate, the current stage is characterized by a set of challenges in the field of 

financial management, whether in the field of competition or the face of development 
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requirements(Khan, 2021);(Moudud-Ul-Huq, 2020).Hence forbanks to face these challenges, banks 

must maximize their profits in a way that increases the value of their shareholders, either by investing 

funds using multiple and highly efficient sources or increasing the market shareto maintain its position 

among Oman Banks and foreign financial markets. On other hand, the kind of financial services 

provided by commercial banks during a certain period cannot be an indicator to measure banks’ 

efficiency or performance(Khan & Al Mamari, 2019). Therefore, it is necessary to analyze and know 

the market share of the bank to identify the extent of its ability to compete in the banking sector and 

then determine its efficiency in the financial market(Khan, Alam, & Syed, 2021), (Khan, Ali, & 

Khan, 2022).All these motivated researchers to try to analyze the impact of market share as an 

indicator of financial competition on the profitability of banks in the Sultanate. 

1.2. Research problem 

The process of making profits represents a primary goal for banks, as their continuous pursuit of profits 

enables them to develop their competitiveness and strengthen their financial position, which positively 

affects their ability to face risks and challenges(Khan, Alkathiri, Alhaddad, & Alnajjar, 2021). In 

this stage, researchers seek to evaluate the financial competition of these banks on their profitability. 

1.3. Research Significance 

 The study may assess the financial competition (market share) of Omani banks, 

 The study may evaluate the impact of financial competition on their profitability. 

1.4. Research Objectives 

 To evaluate the financial competition of the Omani banks based on the market share, 

 To evaluate the profitability of Omani banks, 

 To study the impact of financial competition on the profitability of Omani banks. 

Literature Review 

2.1.The Financial Competition 

According to (Bikker& al 2009), competition is considered as the effort of two or more parties that act 

independently to save the business of a third party by providing the most appropriate terms. 

Competition is also defined by (Khan M. A., 2014)as the active demand by two or more beings or 

types of beings for some environmental resource in the short outfit. Besides, Grout & Paul (2021) 

defined competition as conflict among rivals. According to(Maes& al 2009),the policy of financial 

competition is presented as below: 

First, in principle, the competition degree can impact the possibility of developing a financial crisis via 

two channels(Khan, Meer , & Khan, 2021). Rivalry impacts the bank franchises’ value. Confronted 

with difficulties, banks can, with the presence of incomplete control via the regulators, it has to choose 

either to strengthen their base of capital or to boost the risk-taking, wishing that positive results will 

achieve and that is called “gambling for resurrection”(Khan, Syed, & Khan,2021). Also, the relative 

attraction of such options is depending on the regulatory framework as well as the range for moral risk 

meaning how much the shareholders and managers are losing in the failure event, however on the bank 

franchises value that can be lost in a failure case. Bank franchise value can be considered as the value 

of the actual rent which can arise from following the activities of banking and is partially defined by 
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rivalry. Intensive competition can decrease the bank franchises’ number and elevate the possibility that 

confronted with a shock, banks will pick out gambling for resurrection. Serious doubts about the 

significance of this influence can be cast in the present crisis context where the ROE in banking is 

elevated in the pre-crisis years, ona risk-adjusted basis, and in absolute terms. Banks and regulators do 

not have proposed that rents in banks are not enough in the context of the public policy debate around 

the financial crisis. Second, when confronted with insufficient prudent regulation, rivalry among banks 

can make pressure on wise banks even when they do not confront instant difficulties. If some of their 

rivals make too many risks to create high current profits, wise banks can be attracted to gamble to keep 

their capability to attract funds. However, for such a second probable influence of rivalry on risk-

taking, rivalry policy is the wrong tool. Then, the policy of an inactive rivalry may lead to undesired 

side effects. In addition, the habitual monopolistic distortions, such policy will generate a banking 

landscape and “too big to fail” is considered the norm, that way this exacerbates the problem instead of 

treating it(Khan M. A., 2012). Then, when there is a confession that the wise regulation is not strict 

sufficiently to block excessive risk-taking, the result of the logical policy is not to utilize the policy of 

rivalry to treat this but to adjust prudential regulation itself. This enables the origin of the problem to be 

treated without facing the fierce side-effects of indirect regulation through rivalry authorities. Briefly, 

while situations are imaginable where rivalry can increase risk-taking between banks, probably the 

permissive competition policy would lead to aggravating than to solve the issue (Anuntarumporn, N., 

&Sorhsaruht, P. 2022). 

According to AL-Shatnawi et al. (2021), their study aimed to test the relationship between the market 

share of investment banks and the performance of merged companies in Canada.Tobin's Q model was 

used to measure the quality of performance, ranking rate, and market share for the previous year as 

variables to measure the investment banks' share.The results of the study showed that there was no 

statistically significant effect of the arrangement or market share on the quality of performance, 

whether in dealing or speed of completion. The results also showed that investment banks are highly 

specialized in the issue of size, as there is a correlation between the size of the bank and the volume of 

the operation performed through it. On the other hand, the quality of service does not vary according to 

the size of the bank, and it performs well, regardless of the size of the bank(Khan M. A., 2014). 

According to Tan (2016), their study aimed to identify the impact of the market share of bank deposits. 

To measure the study variables, the (structure - behavior - performance) model was used to focus on 

assets. The study sample consisted of 2005-2015.The results of the regression analysis of the data 

collected from the study sample showed the absence of an alliance between the most concentrated 

banks in the market, and it was also found that efficiency does not achieve higher performance rates 

and therefore better profits. The researcher concluded that the reasons for concentration in banks may 

be attributed to social and political factors, as well as benefiting from the advantage of early entry into 

the market, which led the old banks to control a large share of the market, taking advantage of the lack 

of competitors. 

According to (Haron 2011) (Bo-Hyung Lee, & Sang-Ho Lee. (2018),their study aimed to explore the 

effect of the factors represented in (market share, and concentration ratio) on measuring the 

profitability of banks represented in the return on equity (ROE)aria.The study used private financial 
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data in (22) banks during the period from 2006-2010 to measure the profitability of banks, and the 

study reached a set of results, the most important of which are: There is an impact of the market share 

on the profitability of the bank(Khan M. A., 2016). Also, the relationship between market share and 

bank profitability is positive.According to(Shair et al. 2019), their study aimed to identify the 

relationship between the market share of large and small banks and the profitability of these banks, as 

the study was conducted on a sample consisting of (2438) banks in the United States of America for the 

period between 2011 and 2018.The results of the study, through the researched sample, showed that 

there is a traditional relationship between market share and profitability, whether in large banks or 

small banks. The study also showed that there is an inverse relationship between market share and 

return on assets in the entire sample. 

Research Methodology 

3.1. Research Design 

To measure the impact of financial competition on the profitability of Omani banks the researchers 

preferred to use the quantitative research analysis method using financial ratios and different variables.  

Research Hypotheses 

H0- Financial competition has no impact on the profitability of Omani banks,  

H1- Financial competition has a significant impact on the profitability of Omani banks. 

3.2. Scope 

The scope of this research represents the banking sector in Oman with a focus on the financial 

competition and profitability of banks. 

3.3. Sample 

The request to participate in the research was sent across different banks only five banks positively 

replied. Hence these 5 banks listed on the Muscat Stock Exchange represent the sample of this study. 

3.4. Data Analysis 

The primary data was collected using questionnaires. A total of 100 questionnaires were received but 

out of which only 66 questionnaires were duly filled and were found useful for the research. The data 

collected were analyzed using the SPSS software and statistical tool like where statistical and 

descriptive analyses were conducted. 

4.1. Information Source  

The data was collected using well structure questionnaire and were further analyzed using the SPSS 

program. The personal information of respondents was analyzed using the frequency and percentage 

analysis and the variables were analyzed using descriptive analysis. The hypotheses were tested using 

simple regression analysis. 

 

4.2. Personal Information Analysis 
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Gender 

 
 

The above data shows that females represent 47% of respondents and males represent 53% of them. 

The Banks 

 

As shown in the above table, the majority of the respondents are from Bank Dhofar representing 28% 

of the total respondents followed by Bank Muscat with 22%. Whereas the respondents from other 

Banks like Bank Sohar represent 14%, Bank Nizwa represents 14%, Alizz bank represents 11% and 

NBO bank represents 11% of the sample respondents. 

Education 

 

From the above table, it is evident that the majority of respondents are well qualified and have a 

Bachelor’sdegreeand they represent 58% of the total respondents followed by the Master’s degree and 

Diploma degree. 

Occupation 
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As shown in the above chart, 44% of respondents are from the “Supervisory Level”, 33% of them are 

from the “Non-Managerial Level”, 12% of them are from “Top Management” whereas 11% of them 

are from “Middle Management”. 

4.3. Descriptive Analysis 

 Variables Type Mean Std. Deviation 

1 Financial Competition Independent 3.9264 .59945 

2 Bank Profitability Dependent 4.0848 .51568 

The above table shows that there are two variables conducted in this research project where one is an 

independent variable and one is a dependent variable described as follow: 

 “Financial Competition” is the independent variable where the registered Mean value is 3.92, 

 “Bank Profitability” is the dependent variable where the registered Mean value is 4.08. 

4.4. Correlation Analysis 

 

The correlation statistics presented in the above table show that the measured Pearson Correlation for 

the correlation between “Financial Competition” and “Bank Profitability” is 0.549 and the measured 

Sig. is 0.000 which is less than 0.01.This shows that the correlation between “Financial Competition” 

and “Bank Profitability” is significant at the 0.01 level. 

4.5. Simple Regression Analysis 

Null Hypothesis (H0): Financial Competition has no impact on the profitability of Omani banks. 
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Based on the measured P-value in the ANOVA table describing the influence of the predictor variable 

(Financial Competition) on the dependent variable (Bank Profitability), this value is 0.000 which is less 

than 0.05.This shows that there is a significant effect at the 0.01 level of the Financial Competition on 

the dependent variable Bank Profitability. 

 

The Coefficients table of the conducted simple regression analysis described the independence between 

the used variables under the form of a linear equation described as follow: 

Bank Profitability = 0.473 * Financial Competition + 2.229 

Conclusion & Recommendations 

5.1 Conclusion 

Globally the banking industry prevails in a very competitive environment and most commercial, 

Islamic, and foreign banks seek to be among the best oftheir competitors. In this study, the researchers 

try to investigate the impact of financial competition on the profitability of banksoperating within the 

Sultanate of Oman. They identified the two variables as “Financial Competition” and the other as 

“Bank Profitability” and conducted quantitative research using a structured questionnaire. The main 

findings were that the “Financial Competition” (FC) has a Mean value is 3.92 and the “Bank 

Profitability” (BP) has a mean value of 4.08 which is greater and hence the hypothesis were approved 
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There was a significant correlation at the 0.01 level between FC and BP and there is a significant 

influence at the0.01 level of the FC on the BP. BP = 0.473 * FC + 2.229. 
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