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Abstract - The study dealt with the topic ((The role of commercial and specialized banks in economic development 

"study the experience of banks in Muthanna province-Iraq" ))and used a number of indicators banking and financial 

and total and partial through the analysis of the annual reports of banks research sample, which included four banks, 

namely, " Rasheed bank /35 , Al-Rafdeen Bank / 312, Agricultural Bank and Real Estate Bank. "The research sought 

to know the role played by commercial and specialist banks to develop development in Al-Muthanna province, Iraq 

through financing the economic sectors and their contribution to activating this sector. Serving. Because with the 

creation of many commercial banks, these banks were expected to finance the economic sectors, but these sectors still 

suffer from a lack of production. This problem led us to try to find out the causes of the problem and to know the 

amount of financing provided by commercial banks to the economic sectors. The aim of this research is to identify the 

role and effectiveness of commercial banks and their ability to influence economic development. In this regard, the 

research was based on the hypothesis that the total production of all goods and services is less than the natural 

resources in Al-Muthanna Governorate. Commercial banks in Al-Muthanna governorate did not contribute effectively 

to economic development and the size of the capital it owns is small. Is able to finance economic sectors during the 

period (2003-2017). Both the industrial and agricultural sectors suffer from fluctuations in production and lack of 

optimal utilization of resources. - Specialized banks in the province have not been able to revive the economic sectors 

because of their weak ability to finance these sectors. - The use of commercial banks for activities that generate a 

quick profit has harmed economic development and led to the failure to channel funding to the economic sectors. 

INTRODUCTION  :  

Banks have become a necessary necessity of modern times cannot dispense with its services any nation of nations, or a 

sector of economic, social or other sectors, and without banking operations cannot continue social and economic 

institutions and agricultural in the production and commercial activity, and is known that the emergence of banks 

Have been linked to the transformation of the economies through the stages of economic and social development, as 

well as the multiplicity of functions, as well as the ideas and policies that provide the way for this development to take 

place, so the difference in banks in the performance of their functions differed between countries as a result of 

responding to the conditions and transformations Economic development of countries. The development of banks and 

their development has always been linked to the economic and social development of societies. Trade has been the 

most important activity that has helped the development of banks and their diversity. Therefore, studying the nature 

and work of banks necessarily requires attention to study the economic changes and diversification of commercial and 

economic transactions that contribute to the work of banks and Formulation and, conversely, the banks' influence on 

refinement and redrafting. The financial institutions are specialized economic institutions that operate in the 

management of funds, whether they are money, money, money or demand. These institutions include banks, savings 

funds, investment houses, insurance companies and stock exchanges (Bouatros, Constantine 2007, p. 18-19). 
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RESEARCH METHODOLOGY 

 The descriptive and quantitative analysis of the data was based on the use of some indicators for the projects. 

 The research was divided into several axes as follows: 

1. An overview of the importance and development of banks. 

2. Basic concepts about banks and the role of the banking system in development. 

3. Banks and the importance of financing economic projects. 

4. The financing role of commercial and specialized banks. 

5. Analysis of the experience of banks in (Muthanna Governorate - Iraq) in financing economic projects and 

development of economic development. 

Search Goal: The aim of this research is to identify the role and effectiveness of commercial and specialized banks 

and their ability to influence economic development within Muthanna Governorate - Iraq, which is considered one of 

the poorest governorates in the country and what projects have been financed by banks. 

Research problem:  It was expected that the banks would finance the economic sectors but that these sectors still 

suffer from a shortage of production. This problem led us to try to find out the causes of the problem and to know the 

amount of financing provided by commercial banks to the economic sectors and at the level of all projects, whether 

commercial, agricultural or housing. 

Research importance :  The importance of research is shown by the clear and significant impact of banks in financing 

economic projects, which in turn helps to develop the economic development of the country, especially in the process 

of facilitating borrowing to finance projects and improve the economic situation of individuals. 

Search Hypothesis: The research is based on the assumption that the total production of all goods and services is less 

than the natural resources available in the governorate. Commercial banks in the governorate did not contribute 

effectively to economic development and the size of the capital they own is small, During the period, as well as within 

the specialized banking sector, whose support was very small compared to the needs of individuals . 

 

FIRST AXIS  

(A look at the banks and their evolution) 

 

 First Topic : Basic Concepts About Banks: 

1. Definition of Banks: 

The word bank is derived from the seats where the cashiers were sitting in the markets of Venice and Amsterdam, and 

in terms of the linguistic origin of the word, it is Italian (Banco) and means a terrace, which was the bench where the 

cashier was sitting for the purpose of currency conversion, and then evolved to the table on which counting and 

exchange of currencies and after Has become the place where this work takes place and the money is traded.The bank 

knows that it is the place where the money supply meets the demand. In other words, the banks act as containers in 

which money and savings are collected to be re-lent to those who can and want to benefit and benefit the society 

through investment. However, this definition involves other institutions such as insurance companies and postal 

savings funds. (Ramadan, and the quality of 1996, p. 3). 
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The bank is no more than an institution with a specific activity of financial intermediation. In other words, it is the 

means of dealing with loans of all kinds. The bank borrows from a group of individuals in the society and then lends 

money to another group of individuals or invests them. In various areas of investment. In the end, the bank gets profits 

as a result of borrowing and lending, but some banks may get their capital from shareholders initially as a joint stock 

company. These banks then expand their business cycle from borrowing and lending using deposits they receive from 

their clients. (Hussein Omar, extraite le 12 nov, 2007) . A bank is a financial institution that can be defined in terms of 

its functions as a financial intermediary between lenders and borrowers and generates credit or so-called loans with the 

required services. (Encyclopedia of the Muslim Family, extraite le 13 oct 2007). 

2. The emergence and development of banks: 

The first picture of the banks appeared in the form of a cashier who deposited money with them as a trust in order to 

keep them in exchange for a wage commensurate with the duration of the deposit and its amount. (Encyclopedia of the 

desert fighter, 26/10/2006). Some historians attribute the foundation to the emergence of banks into goldsmiths and 

goldsmiths, and because of the nature of their work, which requires the existence of safe vaults, save gold and 

valuables. Because of the difficulty of transferring money and fear of theft, the public resorted to them for the purpose 

of keeping their deposits in exchange for instruments or pledges to prove their rights. They were called "banknotes". 

Over time, these pledges were developed. The financial documents replaced money and banknotes. , And noted the 

owners of the safes that many individuals who deposit their money do not return them for a period of time, the sagha 

issued this money as loans for interest. Then, in the 14th century, commercial transactions, the large number of these 

bankers, and the entry of other people into unsecured and honest lenders, led some bankers to allow some of their 

customers to withdraw more money than they had, which is known as overdrafts. This led to the bankruptcy of some 

bankers in the fourteenth and fifteenth centuries, which led to the intervention of governments and the thought of 

establishing commercial banks which are now known. It was the first bank to be established in Venice in 1587 and 

later in Amsterdam in 1609, after which banks were established in the world. (Al-Hamzawi, Egypt, 2000, p. 5) . Since 

the beginning of the 18th century, the number of banks has gradually increased. Most of them were institutions owned 

by individuals and families. The laws provided for the protection of depositors so that the private funds of those banks 

could be returned to bankruptcy. (Al-Assar and Halabi, Jordan, 2000, p. 64) . After that, the critical banking 

development was the transfer of banks from lending customers' deposits to non-performing loans (credit generation), 

(Saleh, MA, Alexandria University, 2000, p. 76). Thus, the banking system responsible for the generation of money 

for the members of society, and the development of banks, especially in the nineteenth century, turned from banks 

based on traditional ideas that adopted Adam Smith's idea of short-term lending (not to exceed the year) And dealing 

with commercial papers. In the nineteenth century, Marxists such as Samir Amin and Frank considered that the banks 

were no longer simply a mediator in payments, but had reserved money to invest in Industry and the transformation of 

cash capital into OL Industrial capital was named the capital of financial capital. (Multinational Enterprises, 

30/12/2007). There are two important things that must be noted in the banking policy at the beginning of the twentieth 

century: (banking transactions, extraite le 19 Oct. 2007). 

First: the intervention of the state in the banks after World War I, either directly or indirectly. 

Second : the banks became after the Second World War control in their work, and dominated the world idea of the 

economy oriented so that it became the basic principle of the state in its economic policy and the distribution of the 

credit is in accordance with a plan put in advance. With the beginning of the second half of the twentieth century, the 

banking industry underwent successive changes that can be divided into four periods: (Mufleh Mohammed Aql / 

Banking Perspectives 1 / Jordan / 2006 / pp. 42-44). 

First period (1950-1980: This period was marked by the fortification of the banking industry behind the borders of 

the protected geographical systems and laws that were limiting competition and create a semi-monopolistic climate. 
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Second period (1980-1990) : This period was characterized by a decline in the role of financial intermediation, which 

is the basic philosophy on which the idea of banks was based, as a result of financial liberalization, which led to the 

entry of new competitors on both sides of assets and liabilities. Banks began to provide what is known as self-service 

banks, ) Published. 

Third period (1990-1999): During this period, the banking industry entered into the same work as it did, but in a 

more advanced way. It started developing ATM machines, and it introduced a customer account statement and 

introduced the concept of magnetic plastic money represented by credit cards. And the emergence of what is known as 

the mobile bank, which can lead the service using a computer connected to the Internet or mobile phone using 

electronic money (*) to complete the purchase and sale, using the specific software, e-cash program. 

 )*(Electronic or digital money: is the electronic equivalent of the traditional money we used to trade . 

Fourth period (2000-2008): Through superior computer software for financial transactions, the bank can make deals 

for customers at lower costs than credit card companies by using "smart cards" - plastic cards with a chip that can 

store data equivalent to 500 times What can be stored in magnetic plastic cards. Unlike electronic software-only 

money, smart cards can be used to pay online and in traditional markets. 

Second Topic 

(The importance and role of banks in economic development( 

First  : Evolution of the perception of the role of the banking system in the development process :- 

The banks as a whole interact in a variety of areas of economic activity, and the more this activity has increased 

accordingly the accounts of banks and multiple services, and becomes important in the role played by the economic 

development and in the progress of countries, where financing the national economy by providing loans and advances 

and credit facilities, Based on its external resources from deposits and other internal and personal resources 

represented by its capital, reserves, provisions and profits. Much research has been done on the role of banks in 

economic development, which has generated divergent ideas and resulted in ideas and trends revolving around three 

conflicting axes of development. While some emphasize the role played by banks in economic development, In 

development and sees an unfavorable view of the role of the banking system in economic development. A third group 

goes to the possibility of economic development with the participation of the banking system through what 

Schumpeter presented in 1911 in his book The Theory of Economic Development, which emphasized the importance 

of the role of banks in economic development and in the process of economic development and growth. While 

contributing to the formation of capital through the generation of credit, where capital becomes in his theory is a new 

purchasing power reflected in the end by means of producing a new reality, and this purchasing power is necessary to 

finance the process of economic development and growth. The ideas of Schumpeter influenced some European 

economists, as new ideas emerged that gave the banking system the leading role in the economic development 

process, and after that studies were followed in this field after it considered the goal of economic development and 

raising the rate of growth within the objectives of monetary and credit policy In developed economies. Both Edelman 

and Morris dealt with the fact that banks contributed to development through a quantitative model based on variables 

that determined the desired economic development by the state. Their studies included 74 developing countries during 

the period from 1950 to 1963, Relative to the growth of "39" economic, political and social variables on the ability of 

these countries to grow, of the "14" economic variables have been used, it became clear that the level of progress of 

the banking system and other financial institutions are the best indicators of economic growth of countries. The main 

conclusion of this study is the increase in the savings of the banking system and the size of the credit it provides for 

the various economic activities that reflect the important role of the banking system in development. This activity 

became a general economic assumption that the ability to increase savings and investment means a faster rate of 

economic development. The responsibility of this banking system must be sustainable and sustainable, based on the 

role of the banking system in the process of economic development in its ability to compensate the local savings 

deficit in return for investment through the development of integrated monetary and credit policy, as well as in its 

ability to convert short-term related to the rotation of activity To an investment credit towards long-term financing 
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aimed at the development of different sectors. There should be a previous development of the banking system before 

the process of economic development, so that he can play an effective role. In his study of the finance and 

development structure of 35 developed and developing countries, Cold Smith emphasized that financial development 

is the path to economic growth, especially in countries that do not follow central planning, which means that the 

banking system is a driver of economic development. (Al-Zubaidi, Amman, Jordan, 2004, pp. 192-194). 

Second : The importance of banks in the modern era is as follows: (Al-Sirafi, Jordan, 2006) . 

1. Banks due to the large volume of assets can enter into long-term projects. 

2.Without the mediation by the banks cannot be the owner of the money to find the required investor terms and 

duration that serve the parties. 

3.The diversification of banks' investments leads to risk distribution and this makes it possible to enter into high risk 

projects. Without banks, risk is greater to limit participation on a single project. 

4. Banking mediation increases the liquidity of the economy by providing assets close to money yielding a return, 

which reduces the demand for money. 

5. Encourage financial markets that invest and export financial assets that individuals are reluctant to risk. 

Hence, we note that commercial banks have increased their importance in three axis:   (Al-Assar and Halabi, former 

source, p.( 72-73) . 

First Axis: its active role in developing countries and their ability to finance economic development projects in these 

countries. 

Second Axis: its departure from traditional activity and its role in modern roles and tasks. 

Third Axis: its role in the service of international trade through its branches spread throughout the world. Through 

documentary credits, collection policies, remittances, currency rates and others. 

Third Topic : (Banks) : 

The banking system is formed in any country or society from a number of different banks according to its 

specialization and the role it plays in the society. The multiplicity of forms of banks is one of the things that result 

from the exact specialization and the desire to find independent financing structures that suit the needs of customers 

and society. Central banks. There are several types of banks, the most important (commercial banks, specialized 

banks, comprehensive banks). 

First: Central Banks: The Central Bank is considered one of the most important financial institutions within the 

borders of the country. It occupies the first place in the banking system. It is considered the main pillar of the 

monetary and financial structure in each country. Its presence is necessary for the implementation of the state's 

financial policy and plays an important role in implementing the economic policy of the country. The Bank of Rex in 

Sweden is one of the oldest central banks in the world. It was founded in 1656 and was reorganized as a state bank 

based on the issue of money in 1668. The Bank of England in 1696 and the Bank of France in 1800 AD. These banks 

issued banknotes and took over the banking business of the state alongside regular banking activities. During the 

second half of the 19th century, central banks began directly their primary function of credit control in terms of 

quantity, quality and adjusted. (Al-Sa'ar and Al-Halabi, former source, p. 105) . Since the beginning of the 20th 

century, many countries have established issuing banks. During the International Financial Conference held in 

Brussels in 1920, a recommendation was issued that all countries should establish central banks as soon as possible for 

international cooperation. (Al-Douri and Al-Samarrai, Jordan, 2006, p. 17-18). There is independence for central 

banks in their work in return for political power. If the rate of economic growth and unemployment is stable, the real 

independence of the central bank becomes the main guarantee of price stability. (Osama Said, Economic, Issue: 265)  
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Second: Commercial Banks: At the present time, banks are considered the nerve-wielding nerve of economic life. 

Commercial bank is considered one of the types of financial institutions that are concentrated in accepting deposits 

and granting loans. Commercial banks are second in terms of the banking system, On most of the assets of the banking 

sector. Commercial Banks, Banks that accept deposits paid on demand or for limited periods, and carry out external 

and internal financing operations and services to achieve the objectives of the development plan, support the national 

economy and continue the development of savings and financial investment at home and abroad, including 

contributing to the establishment of projects and what it entails Of banking, commercial and financial operations, in 

accordance with the conditions determined by the Central Bank. (Sirafi, op. Cit., P. 14) . 

Third: Specialized Banks: As a result of the social and economic developments and the diversification of investment 

fields and their diversification, and the intervention of the state in some economic fields aimed at protecting the bank's 

customers, other types of banks were named specialized banks, because they specialized in a particular field of 

investment such as agricultural and real estate banks, industrial investment banks and others, Specialized banks are 

known as "financial and banking institutions that deal with various credit instruments in the monetary and financial 

markets through the task of financial intermediation between multiple types of lenders and borrowers." (Haddad and 

Hatool, Jordan, 2005, pp. 170-171). 

These banks are specialized in financing some of the economic sectors they serve by providing medium and long-term 

loans. They usually accept deposits only from their customers. Acceptance of deposits is not the main activity. (Abdel 

Mawla, Cairo, Egypt, 1998, p. 172). And the association of its activity with its capital, as these banks can not expand 

their various activities except within the limits of their financial resources. (Tarek Taha, Alexandria, Egypt, 2007, p. 

241). 

Fourth: Comprehensive Banks: In light of globalization and the restructuring of the banking and financial services 

industry, the tendency of banks, especially commercial banks, has shifted towards adopting the philosophy of 

universal banking, which has dealt with commercial and investment banking services together with all economic 

sectors. Comprehensive banks are defined as "banks that provide traditional and non-conventional banking services. 

They combine the functions of commercial banks and investment banks with insurance activity and establishment of 

companies and projects, not based on sectoral or functional specialization, but contribute to the overall and balanced 

development of the economy. To play an active role in the development of the financial market in the broad sense. 

(Abdelkader, PhD thesis, University of Algeria, Branch of Money and Finance "2005-2006, p. 167) . Banks are vital 

financial institutions within the framework of the national economy. They play a pioneering and strategic role in the 

implementation of the objectives of the state's monetary policy with its credit and monetary components. Banks are 

intermediate financial institutions that are characterized as liquidity makers. Legal paper criticism is the source of the 

central bank. These banks are supposed to contribute effectively to the process of growth and economic development 

by injecting national savings into the spending channels and reducing credit scarcity. It also provides many financial 

and banking services (Transfers, credits, guarantees, etc.) that help facilitate economic activity and increase its 

efficiency. (Mustafa and Afar , Alexandria, Egypt, 2000, pp. (253 - 254) . 

THIRD AXIS  

In this axis, a questionnaire paper was prepared by the researcher and distributed to various groups of the community 

who have benefited from the loans according to the type of loan. The results of the questionnaire as in the included 

tables are as follows: 
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THE QUESTIONNAIRE RESULTS 

The First Axis is the Role of Banks in the Development Process :- 

Paragraph  Arithmetic mean Standard Deviation Relative 
weight 

Choice 

Banks are effective and able to influence 
economic development through their financing 
of projects and at various levels. 

1.75 0.840 45% Agree 

Banks provide loans to support projects that 
benefit the community and provide public 
services, not for the purpose of obtaining the 
highest profits. 

2.13 1.180 42% Agree 

Projects financed by banks are of general 
economic interest and in all sectors. 

2.65 1.292 37.5%% Agree 

Banks have contributed to the economic 
development of the country by reducing the 
level of poverty by supporting individuals in 
the establishment of their projects. 

2.48 1.037 37.5% Agree 

The economic sector has witnessed 
development and recovery through banks 
supporting large, medium and small 
enterprises. 

3.08 1.269 30% Agree 

Axis as a whole 2.15 0.510 36% Agree 
 

The Arithmetic mean of the axis as a whole is (2.15) which is good for accepting the hypothesis that banks play a role 

in the economic development process, which leads to the development of banks according to the ( Likert ) Five scale. 

The standard deviation is (51%) and the relative weight is (36% ) The choice was        (I agree).  The survey showed 

that the fifth question in the axis (the economic sector witnessed a development and recovery through the support of 

large, medium and small enterprises). It obtained an average of (3.08), a standard deviation (1.269) and a relative 

weight (30%). The lowest average was for the first question (the banks are effective and able to influence economic 

development through their financing of projects and at different levels.) They obtained a mean (1.75), a standard 

deviation (0.840) and a relative weight (45%). 

The Second Axis is Financing Banks for Loans  

Paragraph  Arithmetic mean Standard Deviation Relative 
weight 

Choice 

There is a problem in production suffered by 
the economic sector and needs an appropriate 
banking system to solve this problem through 
funding for projects despite the lack of 
potential. 

1.76 1.025 47.5% Strongly 

Agree 

Insufficient funds provided by banks as project 
financing and need more attention and 
sufficient capital to increase funding. 

1.95 0.904 57.5% Agree 

As a citizen I benefited from loans from banks 
and it was of interest to me to complete my 
project very significantly. 

2.26 0.967 47.5% Agree 

The State gives great attention to the banking 
sector through its support, financing and 
facilitating its work through monitoring 
performance and reducing interest rates on 
loans at all levels. 

2.65 1.231 37.5% Agree 

As a citizen, I am satisfied with the role that 
banks play in project financing and economic 
recovery. 

2.90 1.194 40% Agree 

Axis as a whole 2.30 0.143 46% Agree 
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The questionnaire showed that the Arithmetic mean of the axis as a whole is (2.30). It shows the acceptance of the 

hypothesis that there is a problem in production suffered by the economic sector and insufficient funds allocated to 

support the projects through the banking sector where the standard deviation of the axis as a whole is (1.143) The 

questionnaire showed that the fifth question obtained an average of (2.90), which represents the citizen satisfaction 

with the loans provided by the banks, although they decreased by standard deviation (1.194) and relative weight 

(40%). The first question obtained an average of (1.76) with a standard deviation (1.025) and a relative weight 

(47.5%) which represented that there is a problem in economic production that makes the bank support not useful for 

developing economic development in the country. 

CONCLUSIONS 

The study was aimed at highlighting the role of commercial and specialized banks in achieving economic 

development in developing countries, including Iraq. The study of the role of banks in Al-Muthanna province was 

studied and the conclusions were as follows :- 

1. The validity of the first hypothesis was reached through the questionnaire prepared by the researcher, which 

was distributed to a specific segment of the society.  

2. Banks play an active role in financial intermediation between savers and investors and openness to the outside 

world as banks play an active role in economic development. 

3. The second hypothesis was reached: the insufficient funds that banks finance for projects through loans, as 

well as the existence of a problem in economic production which determines the role of banks in economic 

development. 

4. The economic development requires a range of sources to finance them, including bank financing, which is 

the most important element required by the process of economic development in Iraq - Muthanna.   

5. Despite the investment in the banking sector and other financial institutions, it did not include the technical 

and human aspects that allow banks to play the role of a financial intermediary that brings savings to invest in 

the fields of investment, thus contributing to the acceleration of economic development. 

6. The technological development requires banks to reconsider the adopted methods and methods, especially the 

recent reforms in the context of entering into financial globalization. 

7. There is a role for banks in financing small and medium enterprises, especially commercial and specialized 

banks. 

8. Banks contribute to the success of the financing of small and medium-sized projects, where the loans granted 

by banks more than (21) milliard Iraqi dinars for commercial banks and (24) milliard dinars for specialist 

banks . 

9.  Despite the role played by banks in the financing of projects in Iraq, but its role is still limited because of the 

presence of a large group of Iraqi society does not deal with private banks interest due to religious reasons . 

10.  There is a movement after (2007) for banks to finance small and medium enterprises to solve the problem of 

unemployment and to provide some of the basic needs of citizens through government funding programs for 

lending. 

 

RECOMMENDATIONS 

Based on the above conclusions, the following recommendations were reached for the purpose of activating the role of 

banks in economic development as follows: 

1- The Iraqi government should develop policies for the banking system, especially the government, through 

increasing the capital in order to increase economic development. 

2-  The rehabilitation of government banks and the expansion of their functions and services because Iraqi banks 

are doing traditional work such as lending and acceptance of deposits. 

3-  Strengthening the role of the supervisory authority in order to protect banks, especially in light of the growing 

private banks that provide better services. 
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4-  Modernizing commercial banks through adopting TQM. 

5- Develop the efficiency of human resources and upgrade performance to achieve the objectives of banks. 

6- Activate the role of the financial market because it has a strong relationship with banks, strengthen the bank 

loan market (without interest) and reduce the cost of banking mediation. 

7- To develop the saving awareness of individuals and to avoid reducing the purchasing power of savings as a 

result of rising prices by linking them to the level of living costs. 

8- Qualifying the existing investors in the banks and employing highly skilled employees in the financial, 

communication and media sectors, and preparing training and training programs. 

9- Developing secondary markets and linking them to international markets through diversifying financial 

activity and activating the capital market. 
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