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Abstract

Measuring the impact of operational efficiency on the financial
performance of the banking sector is one of the most important topics that
has become a primary concern for those in charge of the sector, aiming to
achieve acceptable levels of efficiency and performance. This, in turn, will
enable the sector to gain a competitive advantage suitable for advancing
this vital sector, which is the backbone of the economy in which it operates.
The banking sector plays a crucial role in mobilizing savings from surplus
units and redirecting them to address deficit units. This contributes to the
efficient use of available resources to achieve its desired goals of
maximizing returns while minimizing the costs incurred in achieving these
goals. This is accomplished through continuous efforts to improve
operational efficiency, which positively impacts financial performance. The
financial performance of the banking sector, as measured by capital
adequacy ratio, the deposit attraction ratio, and the deposit utilization ratio,
is influenced by several factors related to operational efficiency, such as the
net interest margin, asset turnover ratio, and return on equity. After
identifying the factors affecting the financial performance of the banking
sector, a set of objectives was established that those in charge of the sector
aspire to achieve, including determining the impact of operational
efficiency on the financial performance of the banking sector. The study
examines operational efficiency in the financial performance of the banking
sector, identifying and reinforcing its strengths and addressing its
weaknesses to improve them, which positively impacts its performance.
The study focused on a sample of Arab banking sectors, namely the Iraqi,
Jordanian, and Kuwaiti sectors. Data for the sampled banking sectors,
covering the period from 2012 to 2021, was obtained from the World
Bank's official website. This data was subjected to financial performance
analysis using a set of ratios, as well as statistical analysis using the ARDL
(Arithmetic Dynamics Analysis) method. The study concluded that there is
an inverse relationship between operational efficiency indicators and
financial performance indicators in the Iraqi banking sector, reflecting a
deficiency in the sector's operational efficiency. Similarly, the study found
an inverse relationship between operational efficiency indicators and
financial performance indicators in the Jordanian banking sector, reflecting
an improvement in the sector's operational efficiency. Finally, the study
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found a direct relationship between operational efficiency indicators and
financial performance indicators in the Kuwaiti banking sector, reflecting
its high operational efficiency. The study suggests that Arab banking
sectors should undertake further measures to improve their operational
efficiency. By balancing operational efficiency indicators with financial
performance indicators to achieve the optimal relationship that fulfills its
objectives.

Keywords: Iraqi, Jordanian, and Kuwaiti banking sectors, operational
efficiency, financial performance.
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The operational cfficiency
of the Iraqi banking
sector was poor, which
negatively affected its
financial performance.

The operational efficiency
of the Jordanian banking
sector was good, which
positively affected its
financial performance

The operational efficiency
of the Kuwaiti banking
sector declined which
negatively affected its

financial performance.
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ABSTRACT

Measuring the impact of operational efficiency on the financial performance of the banking
sector is one of the most important topics that has become a primary concern for those in
charge of the sector, aiming to achieve acceptable levels of efficiency and performance. This,
in turn, will enable the sector to gain a competitive advantage suitable for advancing this vital
sector, which is the backbone of the economy in which it operates. The banking sector plays a
crucial role in mobilizing savings from surplus units and redirecting them to address deficit
units. This contributes to the efficient use of available resources to achieve its desired goals of
maximizing returns while minimizing the costs incurred in achieving these goals. This is
accomplished through continuous efforts to improve operational efficiency, which positively
impacts financial performance. The financial performance of the banking sector, as measured
by capital adequacy ratio, the deposit attraction ratio, and the deposit utilization ratio, is
influenced by several factors related to operational efficiency, such as the net interest margin,
asset turnover ratio, and return on equity. After identifying the factors affecting the financial
performance of the banking sector, a set of objectives was established that those in charge of
the sector aspire to achieve, including determining the impact of operational efficiency on the
financial performance of the banking sector. The study examines operational efficiency in the
financial performance of the banking sector, identifying and reinforcing its strengths and
addressing its weaknesses to improve them, which positively impacts its performance. The
study focused on a sample of Arab banking sectors, namely the Iraqi, Jordanian, and Kuwaiti
sectors. Data for the sampled banking sectors, covering the period from 2012 to 2021, was
obtained from the World Bank's official website. This data was subjected to financial
performance analysis using a set of ratios, as well as statistical analysis using the ARDL
(Arithmetic Dynamics Analysis) method. The study concluded that there is an inverse
relationship between operational efficiency indicators and financial performance indicators in
the Iraqi banking sector, reflecting a deficiency in the sector's operational efficiency. Similarly,
the study found an inverse relationship between operational efficiency indicators and financial
performance indicators in the Jordanian banking sector, reflecting an improvement in the
sector's operational efficiency. Finally, the study found a direct relationship between
operational efficiency indicators and financial performance indicators in the Kuwaiti banking
sector, reflecting its high operational efficiency. The study suggests that Arab banking sectors
should undertake further measures to improve their operational efficiency. By balancing
operational efficiency indicators with financial performance indicators to achieve the optimal
relationship that fulfills its objectives.
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