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Measuring the Impact of Government Final Consumption Expenditure Reduction
Scenarios on Production levels and Value Added through applying the Leontief Model
on Jordanian Economy
Amin O. Shammout, Nael K. Aladwan, Mahmoud A. Al-Sha’lan

Abstract

This study aimed to measure the economic impact of implementing government final consumption expenditure reduction scenarios
on sectoral production levels and value- added in the Jordanian economy. The study employed the Leontief Input-Output Model,
based on the most recent officially published supply and use tables (2025) from the Jordanian Department of Statistics, using 2022
data. The analysis encompassed 40 economic activities according to the International Standard Industrial Classification (ISIC 4).
Shocks to final government demand were tracked, and the impact of reduced government spending on value-added items and primary
factor components was isolated and analyzed according to their multipliers. The results showed that reducing government final
consumption spending by (10%), (30%), and (50%) in mathematical terms, leads to a decrease in total final demand to (55.1), (54),
and (52.9) billion dinars respectively, which led to a sharp decline in the production of many sectors. The education sector was the
most affected, as its production declined by (9%), (27.1%), and (45%) respectively according to the three scenarios, followed by the
public administration and defense sector, then government health services. As for the primary factors, employee compensation
recorded the highest decline, by (2.9%), (8.7%), and (14.5%) respectively. In the same context, the total value added of the Jordanian
economy decreased by (2%), (5%), and (8%) respectively. The study found that the value-added multiplier of government spending
(0.85) exceeds the value-added multiplier of household spending (0.52), reflecting the pivotal role of public spending in stimulating
Jordanian economic activity. The study concluded that fiscal austerity policies based on reducing of public final consumption spending
led to a significant contraction in total output and a decline in generated incomes. In this context, the study recommends the need to
exercise caution when adopting contractionary policies, directing spending towards sectors with high multipliers, and activating
partnership with the private sector to compensate for the decline in government demand.
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