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Abstract: In light of Saudi Arabia’s Vision 2030, which emphasizes financing small and medium-sized enterprises
(SMEs) to enhance their economic and social contributions and to transition toward sustainable economic
development by increasing the proportion of financing, this study aimed to measure the determinants of SMEs'
demand for financing in Saudi Arabia. To achieve this, the study applied the Least Squares (LS) Method to estimate
the demand function for the period from 1996 to 2020. The estimation results indicated that the relationship
between the volume of currency in circulation and economic freedom with SMEs' demand for financing is
positive, while the relationship between interest rates and the demand for financing is inverse. Based on these
findings, the study recommended conducting future research, provided the necessary data are available, to
achieve more accurate results regarding the financing of SMEs in Saudi Arabia. It also called for increased
academic attention to this area within Saudi Arabia, and for enhancing the contribution of academic research and
studies related to it. Additionally, the study advocated for encouraging the banking sector to ease the conditions
for granting loans and to adjust the loan sizes to align with the capabilities of these enterprises.
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ADF 50>l 5z sl (1) Jgur

Augmented Dickey-Fuller Unit Root Test.

Loan

CB

DR

FE

GDP

RQ

Variables

t-Statistic
Prob.
t-Statistic
Prob.
t-Statistic
Prob.
t-Statistic
Prob.
t-Statistic
Prob.
t-Statistic

Prob.

In level 1 (0)

Intercept
-0.667322
0.8360
0.231713
0.9689
-2.250117
0.1954
-2.805337*
0.0724
-1.100404
0.6985
-1.906833
0.3237

Intercept & trend

-2.127766
0.5045
-1.939381
0.6032
-3.910526™*
0.0283
-3.390406*
0.0763
-0.907832
0.9386
-2.328580
0.4042

First difference I (1)

Intercept
-3.599988**
0.0073
-4.8852327%**
0.0008
-4.368694**
0.0030
-5.125259***
0.0005
-3.941575%*
0.0065
-3.929803**
0.0067

Intercept & trend

-3.531399**
0.0115
-4.855482**
0.0039
-5.102120**
0.0030
-5.294143**
0.0017
-3.985784**
0.0244
-3.706625**
0.0424

Note: *, ** and *** indicate significance at * 10%, ** at 5% and *** at 1% respectively.

E-views Jlas¥l mebiall :yuall
PP 53l i sl (2) gt

Phillips - Perron Unit Root Test.

In level 1 (0) First difference 1 (1)
Variables
Intercept Intercept & trend Intercept Intercept & trend
t-Statistic -0.426437 -1.602251 -3.562163** -3.490447**
toan Prob. 0.8893 0.7617 0.0150 0.0291
t-Statistic 0.231713 -1.935701 -4.885232°%+* -4.855482**
8 Prob. 0.9689 0.6051 0.0008 0.0039
t-Statistic -1.568664 -2.155064 -2.758810* -2.801445
oR Prob. 0.4826 0.4914 0.0799 0.2106
t-Statistic -2.668853* -3.336917* -8.475559*** -12.21136™**
e Prob. 0.0940 0.0843 0.0000 0.0000
t-Statistic -1.099614 -0.907832 -3.894367** -3.894293**
eoP Prob. 0.6988 0.9386 0.0293 0.0073
t-Statistic -1.580419 -2.258163 -3.572853** -3.113569
S Prob. 0.4768 0.4389 0.0149 0.1266

.Note: *, ** and *** indicate significance at * 10%, ** at 5% and *** at 1% respectively

E-views las¥| maliall:yuuall
Zdgaill poutis gl 2.2.3
e 735l of @l wuSTy (Jarque-bera) HLas! ¢yl @3 (Asbasdly Lulall SLALI (e 7350l 2adl (pe STl
sdaie bl as gy ¥ il Bl & wls1 Variance Inflation Factor (VIF) " ¢y, pieias Jole” 5las | 3adas IS (a9, audall ajgll

el aigall ais 7 3903l Blgu 1dieg «%5 < 0.23 ¥ (S9tuw e 2.90 = Jarque-bera dayd ciylsg 9
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2101 Ll 9mg pute 8 Jud e bl ST Lagrange Multiplier (LM) 5Ll sl o3 il oLay¥l &S e
Ordinary Least (g auall olas,ll 4asykay 5uall 7 3gail) ks Jiams cdulall SLALT o 5aall 7 350l g5 (e uSTll uay
:J) IS (3) Byuall adasedl ANl (2017 ae) @llaald il pes 2awdll ddasedl ol ozl ST Jasd &l <Squares (OLS)
LOANS =0.021 + 0.595CB — 0.036DR + 0.013FE + 0.085GDP — 0.096RQ ..........ccuve.. 3)
OLS Aubasiell &1l yuotis gl (3) Jyoto

Variable Coefficient Std. Error t-Statistic
C 0.02096 0.025498 2.1632 0.4218
CB 0.59538 0.275227 -1.8645 0.0442
DR -0.03610 0.019362 1.7848 0.0786
FE 0.01303 0.007304 0.5306 0.0912
GDP 0.08469 0.159604 -0.5220 0.6022
RQ -0.09601 0.183909 0.8220 0.6080
Adjusted Prob Durbin-Watson
R — Squared F-statistic
R — squared (F-statistic) stat
0.41 0.25 2.54 0.056 1.311

E-views ilasd| melindl:yall
(JWE (3 Jouz) gigerl) ouds il pwds (Sen JUlls
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Dependent Variable: LOANS1
Method: Least Squares
Date: 05/02/24 Time: 13:28
Sample (adjusted): 1997 2020
Included observations: 24 after adjustments
Variable Coefficient Std. Error t-Statistic Prob.
CB1 0.595381 0.275227 2.163238 0.0442
DR1 -0.036101 0.019362 -1.864488 0.0786
FE1 0.013036 0.007304 1.784832 0.0912
GDP1 0.084693 0.159604 0.530646 0.6022
RQ1 -0.096010 0.183909 -0.522053 0.6080
C 0.020959 0.025498 0.821972 0.4218
R-squared 0.413307 Mean dependentvar 0.066343
Adjusted R-squared 0.250337 S.D. dependentvar 0.094828
S.E. of regression 0.082105 Akaike info criterion -1.949315
Sum squared resid 0.121342 Schwarz criterion -1.654802
Log likelihood 2939178 Hannan-Quinn criter. -1.871181
F-statistic 2536091 Durbin-Watson stat 1.311315
Prob(F-statistic) 0.066177
7 . .
Series: Residuals
6 Sample 1997 2020
Observations 24
5
Mean -1.39%e-17
4 Median -0.012288
Maximum 0.199709
3 Minimum -0.128247
Std. Dev. 0.072634
5 Skewness 0.767179
Kurtosis 3.739734
14
Jarque-Bera 2901464
0 Probability 0.234399
T
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Variance Inflation Factors
Date: 05/02/24 Time: 13:29
Sample: 1996 2020
Included observations: 24

Coefficient Uncentered Centered

Variable Variance VIF VIF
CB1 0.075750 2252865 1.102961
DR1 0.000375 1.342720 1.296209
FE1 5.33E-05 1.028889 1.017412

GDP1 0.025473 1.725626 1.375872
RQ1 0.033822 1.223912 1.155587
C 0.000650 2.314639 NA

Breusch-Godfrey Serial Correlation LM Test:

F-statistic 1.630881 Prob. F(2,16) 0.2267
Obs*R-squared 4064130 Prob. Chi-Square(2) 0.1311

Heteroskedasticity Test: Breusch-Pagan-Godfrey

F-statistic 1.995865 Prob. F(5,18) 0.1281
Obs*R-squared 8.560028 Prob. Chi-Square(5) 0.1280
Scaled explained SS 6.595932 Prob. Chi-Square(5) 0.2525

Heteroskedasticity Test: ARCH

F-statistic 0.031127 Prob. F(1,21) 0.8616
Obs*R-squared 0.034041 Prob. Chi-Square(1) 0.8536
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