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3 Types of Fiscal Policy

• Governments use fiscal policy in different ways, depending on what type of strategy 
is desired. Some look to boost the wider economy through an expansionary policy, at 
the cost to the taxpayer in the long-run. Others may look to just balance the books 
through a neutral policy. Whilst others look to save in the short-term to keep the 
finances in check in case funds are needed in times of crisis, which would come 
under a contractionary policy.

• The three main types of fiscal policy are
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C = Consumption
I = Private Investment
G = Government 
Investment/Expenditure
X = Exports
M = Imports
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