Economic
environment:
Economic Policy
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Meaning

Economic policy refers to the decisions and actions taken by the
government and monetary authorities to influence the overall
performance of an economy. Its major aims are economic growth,
price stability, employment generation, income distribution and

economic stability.
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Ma'!oerconomic Policies / YHd 3P

1. Fiscal Policy / ISt 4T Aifd

It deals mainly with government taxation, public expenditure and borrowing. It is
used to influence aggregate demand, growth, employment and income distribution.

C

T e e e ST o Sl Sl i o &)
2. Monetary Policy / Aifge Aifa

It regulates the money supply, credit availability and interest rates in the economy.
In India, monetary policy is primarily associated with the Reserve Bank of India (RBI).
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3. Industrial Policy / 3eNfire ifa

It provides the framework for industrial development, regulation and
promotion of industries.
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4. Foreign Investment Policy / fae =it Fa=r =ifa

It regulates foreign investment and seeks to encourage capital, technology and
expertise from abroad.
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5. Export-Import Policy / fRratd—smard -iifa

It governs international trade through measures such as customs

duties and other trade regulations, with the broader objective of
promoting exports and managing imports.
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Importance for Business

Economic policy strongly influences the business environment.
Changes in tax rates, government spending, interest rates, credit
conditions, trade rules and investment policies can affect
production costs, consumer demand, investment decisions and
profitability. Therefore, businesses need to monitor policy changes
and adapt their strategies accordingly.
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Subjective Conclusion / spy

Economic policy is an important component of the economic
environment. A balanced and stable policy framework creates
confidence among businesses and Investors, encourages
productive investment and supports sustainable economic growth.
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