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Circular flows
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Goods and services flow clockwise








Income and spending flow anti-clockwise

Three economic questions

What

Whom

How

Government spending and Taxes
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Government spending is and injection to the circular flow.

Taxes are a leakage to the circular flow.

Exports are an injection (sell)

Imports are a withdrawal (buy)

Symbols

C – Consumer spending
-
injection

I – Investment

-
injection

G – Government spending
injection

X – Exports


injection

S – Savings


leakage

T – Taxes


leakage

Z – Imports


leakage

Total expenditure = C + I+G+(X-Z)

