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Introduction
Every business needs to be successful. Therefore, understanding the business operating environment remains very significant because there are specific factors that influence almost all the business aspects, be it its location, nature, products’ prices, a system of distribution, or personnel policies. However, it is crucial to understand the specific business environment components, which include the economic elements, socio-cultural elements, legal elements, technological factors, and the political framework. All these factors affect the business management and operations. This report presents the business environment concept based on the economic factors' influence on business management and services. Overall, the report is focused on the idea of the Federal Funds Rate and Federal Reserve on the business environment, including how the events affect the dynamic business operations and management. 
The Federal Funds Rate
The Federal Funds Rate (FFR) is referred to as the rate of interest charged by banks when lending funds from their reserve balances on an overnight basis. The law requires banks to maintain a reserve that is equivalent to a specific percentage of the banks’ deposits in Federal Reserve bank accounts. Therefore, any excess funds in the banks’ reserves are availed for lending to the other banks that could be experiencing a shortfall. 
However, the FFR is very significant in the US economy because it influences both financial and monetary aspects, which in turn bears force on the vital elements of the broader economy involving growth, employment, and inflation. Also, FFR affects the short-term rates of interest, albeit indirectly, in everything starting from auto homes as well as auto loans to the credit cards, since lenders mostly set their interest levels according to the prime lending rate. Overall, when the Fed raises or lowers its benchmark rate of interest, the prime rate will typically rise or fall with the FFR. Such a movement influences what people pay on auto loans, credit cards, and mortgage loans. This prime rate is referred to the price charged by banks to their very creditworthy borrowers and is as well affected by the federal funds. Also, FFR indirectly affects longer-term rates. Investors need a higher rate of interest for long-term treasury notes. The treasury notes yields drive the longer-term conventional mortgage rates of interest. However, FFR is regulated to manage inflation and control the healthy growth of the economy. As an economic indicator, the Federal Funds Rate is used in determining if there is possible inflation or a recession.  
The Federal Reserve Responsibilities
The Federal Reserve System was established in 1913 by Congress. However, FRS’s responsibilities involve affecting the money and credit supply, supervising & regulating financial institutions; serving as both a fiscal and banking agent for the government of the United States; and distributing payment services to the public by depository institutions such as credit unions, savings & loans, and banks. Examples of payment services involve transferring, redeeming, and issuing the US government securities, cheques processing and clearing, and funds transfer. Therefore, the Federal Reserve System is composed of the Board of Governors and twelve regional Reserve Banks and, tasked with three primary responsibilities- conducting the country’s monetary policy, providing & controlling an efficient as well as effective system of payments, and supervising as well as regulating the banking operations.
Given that all the three tasks are essential in managing a stable economic growth, the monetary policy remains to be the most visible to most of the citizens. The monetary system is defined as the strategic measures the Federal Reserve uses in influencing money and credit supply to drive price stability and also manage maximum economic sustainability and growth. Given such actions, the Fed is significant in keeping a strong national and world economy. 
Effects of Federal Funds Rate Decrease and Increase on the Economy
Research shows that changes in the federal funds rate can take twelve to eighteen months to influence the entire economy. Therefore, Fed is the world’s expert in economic forecasting and can either lower or increase the rates to balance the economic environment. Contractionary monetary policy is when the Fed rates are high. As a result, banks remain less able to borrow funds to maintain their reserves according to the law. Therefore, banks lend little money to the borrowers and with high rates since the banks also borrow the money at very higher fed rates. For example, given that loans remain hard to get as well as very expensive, ten businesses will less likely borrow, leading to an economic slowdown because of less supply of money in the economy. As a result, adjustable mortgage rates remain very expensive, with homebuyers only able to afford minimal loans, slowing the housing industry. Concomitantly, the house prices reduce meaning hate the owners have little equity, and they end up spending less, and this slows the economy. 
On the contrary, the opposite is evident when the Fed decreases the rate of funds because banks will more likely borrow from one another to satisfy their reserve needs during lower rates. Such a process is known as the expansionary monetary policy that results in reduced credit card rates and increases consumer expenditure. Since banks lend at lower prices, businesses are likely to expand. Given the adjustable-rate for home loans, a Fed rate decrease leads to cheaper loans, which sees an improvement in the housing market because the owners feel rich and spend more and can also take out their home equity very quickly and spend such funds on improving their homes and maybe purchasing new cars. 
The two conditions are well reflected during the monthly FOMC meetings, such as the hawks in July 2019. A decrease in the Fed rate by 0.25% in July meant to stimulate economic growth was seen to send the markets higher in jubilation. Experts said that if too much growth was encouraged, there was a possibility for inflation creeping in. On the contrary, an increase of 0.25% on the fed rate was meant to curb inflation by slowing economic growth and prompting a decrease in the markets. 
Conclusion
The above analysis shows that businesses and their environments have close and continuous interactions. Such an interaction facilitates the strength of the business by effectively using its resources. The business environment can be described as multifaceted, complex, and dynamic, with an extended reaching effect on the businesses’ growth & sustainability. Therefore, there is need to understand the business environment elements- political, social, legal, and economic- and how they influence the business operations. 
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