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Abstract:

This study aims to examine the impact of Islamic banking finance on the
agricultural sector in Saudi Arabia over the period 2014Q1-2023Q3. To achieve this
objective, the analysis relies on a set of variables, namely Islamic banking finance
(Murabaha contracts), subsidies provided by the Agricultural Development Fund, and
gross fixed capital formation as independent variables, while agricultural value added
serves as the dependent variable. The study employs a range of econometric approaches
and tools, with a focus on the Autoregressive Distributed Lag (ARDL) model. The
findings reveal the existence of a long-run equilibrium relationship among the study
variables. Moreover, the results indicate a statistically significant long-run effect of
Islamic banking finance on agricultural value added, albeit weak: a 10% change in
Islamic banking finance is associated with only a 0.5% change in agricultural value
added in the same direction. The study further shows that the contribution of the
agricultural sector to GDP did not exceed 3% during the period under review .
Keywords: Islamic Agricultural Banking Finance; Sector Agricultural; Kingdom of
Saudi Arabia; Model ARDL .
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Augmented Dickey Fuller (1979)

Variables ADF- stat Critical value P-value Observation
LGFCF -3.84997 -3.5742 0.0280** 1(0)
LAGVA -5.035115 -2.981038 0.0004** 1(1)
LIFB -3.955107 -2.941145 0.0041** 1(0)
LAFDCL -3.097642 -2.981038 0.0392** 1(1)
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ARDL Bounds Test
Sample: 2014Q1 -2023Q3

Included observation: 33

Test Statistic Value K

F- Statistic 29.87876 3

Critical Value Bounds

Significance Lower Bound Upper Bound

%10 2.37 3.02
%5 2.79 3.67
%2.5 3.15 4.08
%1 3.65 4.66
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ielld ons b Lewd 7350l USLea ezl HLas19¢(Residuals Diagnostics Test)
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PR ETPAPREDE S ICANTES 1) (5 PN PRES]

Breusch- Godfrey serial correlation LM test

F — Satistic 1.807718 Prob. F(1,15) 0.1988

Obs*R-Square 3.549244 Prob. Chi-Square(1) 0.0596

Heteroskedasticity Test ARCH

F — Satistic 2.180566 Prob. F(2,28) 0.1318

Obs*R-Square 4177700 Prob. Chi-Square(2) 0.1238

Normality test Jarque Bera

Jarque-Bera 1.156821

Probability 0.560789
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Variable Coefficient Std. Error t- Statistic Prob
LGFCF 0.531961 0.05747 9.256080 0.0000
LIFB 0.051413 0.015131 3.397858 0.0037
LAFDCL 0.037738 0.020127 -1.875019 0.0792
C 4.39096 0.709292 6.190390 0.0000
EC =LAGVA — (0.5320 * LGFCF+0.0514* LIFB—0.0377* LAFDCL+ 4.3908)
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Variable Coefficient Std. Erre t-Statistic Prob
D (LAGVA (-1)) 1.78973 0.023249 76.98111 0.0000
D (LAGVA (-2)) -1.077770 0.025780 -41.80656 0.0000
D (LGFCF) -0.027730 0.002472 -11.21564 0.0000
D (LGFCF (-1)) 0.058279 0.004557 12.78838 0.0000
D (LGFCF (-2)) -0.043388 0.002996 -14.48389 0.0000
D (LIFB) 3.79E-05 2.65E-05 1.428381 0.1724
D (LIFB (-1)) -0.000349 3.00E-05 -11.61492 0.0000
D (LIFB (-2)) -0.0003123 2.06E-05 -5.973877 0.0000
D (LAFDCL) -0.000483 0.000442 -1.092949 0.2906
D (LAFDCL (-1)) -0.002174 0.000992 -2.192514 0.0435
D (LAFDCL (-2)) 0.003648 0.001081 3.374793 0.0039
D (LAFDCL (-3)) -0.002193 0.000535 -4.098552 0.0008
CointEq (-1)* -0.011180 0.000818 -13.6537 0.0000
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ARDL té}-ﬁdﬁ-\.&:ﬁ (1) nE]) Sl

ependent vananie: LAGYA ARDL Error Correction Regression
Date: 09/13425 Time: 12:18 Dependent Variable: DLAGVA)
Sampie (agjustesy 201501 202301 Selected Model: ARDL(3, 3, 3, 4)
Masimum dependent 1age: 4 CAutomatic o election) Case 2: Restricted Constant and No Trend
Model selection method: Akaike info criterion (AIC) Date: 09/12/25 Time: 12.55
Dynamic regress ors (4 1ags, aulamanic); LGFGF LIFE LAFDGL ;
i Tae arassors 4 1a0s, autemancy Sample: 201401 202303
Mumber of models e Included observations: 33
Selscted Model: ARD
varlable Coefficient Std. Error t-Statistic Prob.* ECM Regression
LAGWAC-1) 2778564 0.110572 25.12901 0.0000 Case 2 Resfricted Constant and Na Trend
LAGWVA(-2) 2 867515 0.202530 -14 15849 0.0000
LAGVA(-3) 1.077771 0.004557 11.39812 0.0000 Wariable Coefficient Std. Error t-Statistic Prob
GFCF 0027730  0.006878  -4.031737  0.0010
LGFCF(-1) 0.091956 0.014348 6408770 0.0000
LGFCR(2) 0101667 0010034 -929810z  0.0000 DHLAGVA(-1)) 1789743 0.023248  76.98171 0.0000
LSFCEC3) Q043288 0003915 QL08NET D000 D(LAGVA(-2)) -1.077770  0.025780  -41.80656 0.0000
LiFsc ) 0o0018s  sEiE0S 2845121 00117 D(LGFCF) -0.027730  0.002472  -11.21564  0.0000
reg noooazs SI2BENZ 2EAdEEd oe%Ez DHLGFCF(-1)) 0.058279  0.004557 1278838  0.0000
LAFDCL 0000483 0000807  -0598681 05578 DH{LGFCF(-2)) -0.043388  0.002996  -14.48389  0.0000
LAFDCL(-1 0002112 0.002361 -0 894792 0.3842
aeperen go02i12  ogoeaer  ossizas  oosan DILIFB) 379E-05 265505 1428381 01724
CaFDCL-3) 0.005841  0.002467  -2.367262  0.0309 D(LIFB(-1)) -0.000349 3.00E-05 -11.61492  0.0000
LAFDCL(-4) 0002183 0.001083 2 025014 0.05989 DILIFB{-2)} -0.000123 206E-05  -5.073877 0.0000
c 0049089 0012838 S8%874s 00018 D(LAFDCL) -0000483 0000442  -1082949 02006
R-squarea . 0990998 Mean depandentvar 11.63377 DILAFDCL{-1)) -0.002174  0.000992 -2192514  0.0435
SE ofrearesaion 7 BBE-08  Akaike info crterion 1580309 D{LAFDCLI-2)) 0003648  0.001081  3.374793 00039
Sum squared resid 9.45E-08 Schwarz criterion 1503216 D{LAFDCL{-3)) -0.002193 0.000535 -4.098552 0.0008
o atatie o 5010372 DuorbinWwatsen oot 2551802 CointEqi-1)" -0.011180  0.000818  -13.66537  0.0000
Prob(F-statistic) 0 000000

Oobedl Sl pus slas | milis (4) o) Gxle

Breusch-Godfrey Serial Correlation LM Test:
Mull hypothesis: No serial correlation atupto 11ag

LMQ‘,.,.U G L (3) o, ke
Heteroskedasticity Test ARCH

2180566 Prob. F(2.28)
4177700 Prob. Chi-3quare(2)

0.1318
0.1238

F-statistic

F-statistic
0bs*R-gquared

(0bs*R-squared

1807718 Prob. F(1,15) 0.1988
3549244 Prob. Chi-3quare(1) 0.0596

Jaghall ¥ slas | ilis(6) o3, ke Bound Test eyidd | Joill jLais| (5) ody Gl

F-Bounds Test Null Hypaothesis: Mo levels relationship WVariable Coefficient Std. Error t-Statistic Prob.
Test Statistic value signif. 1) 1) LGFCF 0531961  0.057471  9.256080  0.0000
LIFB 0.051413 0015131 3397858  0.0037
» Asymptotic: n=1000 LAFDCL -0.037738 0020127 -1.875019  0.0792
F-stalistic 2087676 10% 237 32 c 4390796 0709292  6.190330  0.0000
k 3 5% 279 367
25% 315 408 Wpe | aqva- (0.5320°LGFCF + 0.0514°LIFB -0.0377*LAFDCL + 4.3008
1% 165 466 " A- 0. : - - )
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