
Axis 8: Economic System and Economic Policies 

1. Economic System 

The economic system is the framework adopted by a country or society to organize 

economic activity and manage available resources in order to achieve economic 

development and improve individual welfare. This system dictates how goods and 

services are produced, distributed, and consumed, and is based on a set of economic 

and political principles. 

Types of Economic Systems 

o Capitalist System: Relies on private ownership of the means of production 

and free-market principles, with primary involvement from the private sector. 

The state’s role is limited to regulation rather than control over the economy. 

o Socialist System: Based on public ownership of the means of production and 

complete state control over the economy. In this system, the state aims to 

achieve social justice and equitable resource distribution. 

o Mixed System: Combines elements of both the capitalist and socialist systems, 

where the state intervenes to balance economic freedom with social equality. 

2. Economic Policies 

Economic policies refer to the set of actions taken by the government to regulate and 

guide the economy to achieve specific objectives, such as economic growth, reducing 

unemployment, controlling inflation, and minimizing financial deficits. 

Types of Economic Policies 

o Fiscal Policy: Involves government decisions regarding taxes and public 

spending. Fiscal policy is used to stabilize the economy by managing 

government revenue and expenditure. It can be expansionary (increasing 

spending or cutting taxes) to stimulate the economy, or contractionary 

(decreasing spending or raising taxes) to control inflation or deficits. 

o Monetary Policy: Managed by the central bank, it focuses on controlling the 

money supply and interest rates. The aim of monetary policy is to stabilize 

prices and promote economic growth. Tools include interest rates, cash 

reserves, and asset purchases. It can be expansionary (lowering interest rates 

and increasing money supply) or contractionary (raising interest rates and 

reducing money supply). 

o Trade Policy: Aims to regulate foreign trade by controlling exports and 

imports, using tools such as tariffs, import restrictions, and government 

support for exporters. This policy seeks to protect local industries, improve the 

trade balance, and enhance international economic relations. 

o Social Policy: Focuses on achieving social justice and improving living 

standards through programs that support education, health, and social security. 

3. Objectives of Economic Policies 

o Achieving Economic Growth: Increasing Gross Domestic Product (GDP) 

through enhanced productivity and investment. 

o Price Stability: Combating inflation and achieving price stability. 

o Reducing Unemployment: Creating job opportunities and achieving low 

unemployment rates. 



o Improving Income Distribution: Reducing income inequality and promoting 

social justice. 

4. Implementation of Economic Policies 

Effective policy implementation requires coordination among governmental 

institutions, such as the Ministry of Finance, the central bank, and ministries 

responsible for social and trade affairs. Policies are regularly monitored and evaluated 

to ensure the achievement of desired goals and adjusted when necessary. 

Conclusion 

The economic system serves as the foundational framework for organizing economic activity, 

while economic policies act as tools for intervention to achieve stability, growth, and 

improved welfare standards. 

 


