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Measuring the Contribution of Islamic Finance Development in Expanding
Financial Inclusion “Economitrics Study of a Sample of Gulf Cooperation
Council Countries during the period 2011-2022”
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Abstract:

This study aims to elucidate the extent to which the development of Islamic finance has contributed to financial
inclusion in a sample of Gulf Cooperation Council countries (Saudi Arabia, Kuwait, and Qatar) during the period
2011-2022. The study is divided into three main axes: the first axis is dedicated to analyzing the development of '
Islamic finance indicators, the second axis presents the concept of financial inclusion and its importance, and the third
axis is a quantitative study of the impact of Islamic finance on financial inclusion in the study sample countries. We '
used the Islamic finance development index as an independent variable, in addition to including the actual financial
globalization index as a mediating variable, while using both the number of ATMs and the number of commercial bank
branches as dependent variables (financial inclusion variables). After conducting tests related to the panel model, we
found that there is a long-term relationship between the independent and dependent variables. As a result of these '
tests, we used the Fully Modified Ordinary Least Squares method (FMOLS).

The study found that the Islamic finance development index has a positive impact on the number of ATMs, while
there was no significant impact of the Islamic finance development index on the number of commercial bank branches.
The study recommended raising public awareness about the benefits of Islamic finance and financial inclusion. :

Keywords:Development of Islamic Finance; Financial Inclusion, GCC Countries; Panel Data.
Jel Classification Codes : Z12 ; G2 ; C33.
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intercept intercept intercept intercept
and trend and trend
Prob Prob Prob Prob Prob Prob
ATM LLC | 0,3338no 0.0003*** 0.1438no 0.0000*** 0.0009*** 0.0000***
IPS | 0.4987no 0.3531no - 0.0407* 0.4926n0 -
BANK LLC | 0.7713no 0.6713no 0.2178no 0.0754* 0.0010** 0.0005***
IPS | 0.4374no 0.9930no0 - 0.0371* 0.1364no -
IFCI LLC | 0.1800no 0.0002*** 0.9954no0 0.0000*** 0.0001*** 0.0000***
IPS | 0.8686no 0.0611* - 0.0000*** 0.0018*** -
GLOB LLC 0.0668" 0.0005*** 0.9974no 0.0000*** 0.0006*** 0.0000***
IPS | 0.6793no 0.1154no0 - 0.0016*** 0.0909* -
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T-Statistic Prob
ADF -2,448319 0.0072*
BANK pd) picd : 38 £ 5 5030
T-Statistic Prob
ADF -5.523675 0.0002*
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Notes: *Significant at the 1%; **Significant at the 5%
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0.6445) (0.6774y***

R-Squared 0.4568 R-Squared 0,6669

Adjus R- Squared 0.3792 Adjus R - Squared 0,6193

Notes: (Proby;*Significant at the 10%; **Significant at the 5%; *** Significant at the 1%. and no Not Significant
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VARIABLES/FACTORS
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021 KOF Globalisation index: Variables description
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Classification of Countries with Respect to IFCI
Table 2.3 provides the Latest IFCI scores, and classifies the countries in terms of
1. Insignificant: The countries with the latest IFCI score of less than or equal to 10 (1FCI
= 10y,
2. Marginal: The countries with the latest IFCI score of more than 10 bt less than or equal
to 20 {10 < IFCI = 20);
1. Moderate: The countries with the latest IFCI score of more than 200 but less than or equal
b 30 (20 < IFCI = 30);
4. Significant: The countries with the latest IFCI score of more than 30 but less than or
equal to 40 (30 < [FCI = 40);
[ 4 Baanmilamals Ths saaambeines wrigh she Ilobooe IR comnen sl oo mes fhooom 800 TEOT = AfiL- mes]
wfe ﬂ.‘.l_l:l.lul.!llﬂl.l 1 JJ: LASUEELE TS WAL GLIC IQLEOE 0] il SUUILT U UL T LIEgLE WU '|'JI. el = "I!.I'rI aird
6. Highest: The country that tops the list (in this case, Indonesia, which has an IFCI zcore
of B3.35),
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Dmim S1ETL Tews; 1577 Date: 10025/24  Time: 12117
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ATM ol pad)

BANK : Ul el

Dependent Variable: ATM

Method: Panel Fully Modified Least Squares (FMOLS)

Date: 10/24/24 Time: 18:30

Sample (adjusted): 2012 2022

Periods included: 11

Cross-sections included: 3

Total panel (balanced) observations: 33

Panel method: Weighted estimation

Cointegrating equation deterministics: C

First-stage residuals use heterogeneous long-run coefficients

Long-run covariance estimates (Bartlett kernel, Newey-West fixed
bandwidth)

Variable

Coefficient Std. Error t-Statistic Prob
IFCI 0.350827 0.096792 3.624549 0.0011
GLOB -0.071220 0.152682 -0.466462 0.6445
R-squared 0.456825 Mean dependent var 63.59400
Adjusted R-squared 0.379228 S.D. dependent var 8.971560
S.E. of regression 7.068609 Sum squared resid 1399.026
Long-run variance 14.47185

Dependent Variable: BANK

Method: Panel Fully Modifled Least Squares (FMOLS)

Date: 10/25/24 Time: 12:20

Sample (adjusted): 2012 2022

Pericds included: 11

Cross-sections included: 3

Total panel (balanced) observations: 33

Panel method: Weighted estimation

Cointegrating equation deterministics: C

First-stage residuals use heterogensous long-run coefficients
Long-run covariance estimates (Bartlett kernel, Newey-West fixed

bandwidth)
Variable Coefficient Std. Error t-Statistic Prob.

IFCI -0.000471 0.096792  -0.004867 0.9962
GLOB -0.064188 0.152682 -0.420406 0.6774
R-squared 0.666953 Mean dependent var 11.22372
Adjusted R-squared 0.619374 S.D. dependent var 3.842806
S.E. of regression 2.370814 Sum squared resid 157.3813

Long-run varlance 2.726952

et My S




s S5 A s Sl (T (58
o ) ARG art )

o 2024 ,04 05 515 V1 )b (b Sy Ll el
www.wordbank.org:https://www.albankaldawli.org/ar/topic/financialinclusion/overview

BA-1 (By ol i G ptiall 2 ) aabail) 3 QU J ot e LN et 12021y L 558 0 S e 5 (ol Jlae 0

BU-AT7 ( 2y 1T ccllpend) gl y Gond) & amd 23,01 21310 G 3100 QW ees 3 W J a2l 55 2019y aal o (55 5 (oo Bandl e 68

o 2021 ,03 26 515 N1 o) JUI Jomi) poslio Jom s pn 3,27 (2017 Lol i) Gpiis o

https://www.amf. org.ae/sites/default/files/econ/amdb/%5Bvocab%5D/%5Bterm%5D /%D 8% A7 %D 9%84%1D9%86%D

8%B4%1D8%B1%ID8%A9%20%D8%A7%ID9%84%1D8%AA%ID8%BI%ID8%B1%1D9%8 A%ID9%81%1D9%8 A%ID8%A9

%20%D8%A7%1D9%84%1D9%85%D8%BI%D8%AF%ID9%84%D8%A9. pdf

References in english:

% ISLAMIC CORPORATION FOR THE DEVELOPMENT OF THE PRIVATE SECTOR. (2015). ISLAMIC
FINANCE DEVELOPMENT REPORT.

+¢+ islamic corporation for the development of the private sector. (2017). ISLAMIC FINANCE DEVELOPMENT
REPORT.

+ islamic corporation for the development of the private sector. (2022). ISLAMIC FINANCE DEVELOPMENT
REPORT.

% ISLAMIC FINANCE COUNTRY INDEX — IFCI 2022. (2022). DDCAP GROUP.

¢ Priyonggo, S., & Yeny, F. (2018). Role of the development of Islamic finance to financial inclusion: empirical
study in Islamic banking countries. Ekonomi & Keuangan Islam, 4(1), 1-8.

% Yingmei , J. (2018). Islamic Financial Development and Cooperation Among. ASIAN JOURNAL OF
MIDDLE EASTERN AND ISLAMIC STUDIES, 12(02), 155-166.

L 377



