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Government Purchases Multiplier in the Kingdom of Saudi Arabia

Dr. Emad Omar Abbker Ahmed
Assistant Professor of Econometrics. Business Administration Department.
Shaqra University. The Kingdom of Saudi Arabia

Abstract:

This study deals with the government purchases multiplier in the Kingdom of Saudi Arabia and utilizing
the annual time series data from 1970 to 2021. It aims to apply econometrics techniques on the govern-
ment purchases data. It also aims to measure the government purchases multiplier, test the relationship
between income and consumption, assess the impact of government purchases on the income and exa-
mine the work of the government purchases multiplier. The study adopts descriptive analytical metho-
dology and econometrics approach for building, estimating and testing the models. The results reveal
that the government purchases have a significant and direct effect on the income. Moreover, the increase
in government purchases by one Riyal causes an increase in the income by 79 Halalas. In additional, the
income has a significant effect on the consumption, and the increase in the income by one Riyal causes
an increase in consumption by 27 Halalas. The estimated value of the government purchases multiplier
equals 0.95. Finally, the government purchases do not contribute in multiplying the income. Conse-
quently, the study recommends the decreasing of the proportional tax and the substitution of imports.
Keywords: Government Purchases, Consumption, Multiplier.
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