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Paper I- Macro Economics 

Objective: The basic objective of this course is to help the learners in proper understanding of 

the economic aggregates. It  deals with the study of basic concepts and theories related to the 

macro economic variables like income, employment, interest rates and the price level. 

Unit I 

Introduction 

Definition, Nature, Scope and Importance of Macro Economics. Macro Economic Variables and  

Concepts: Stock and Flow, Macro -Statics, Dynamics and Comparative Analysis. National 

Income: Concepts and Measurement - Income, Expenditure and Value-Added Method. Circular 

Flow of National Income, Concept of Green Accounting, National Income and Welfare. 

Unit  II 

Theories of Employment 

Classical Theory of Employment, Keynesian Theory of Income and Employment, Aggregate 

Demand, Aggregate Supply and Effective Demand. Multiplier- Assumptions and Leakage, 

Dynamic and Static Multiplier, Accelerator.  

Unit  III 

Consumption and Investment 

Consumption Function- Meaning, Keynes' Psychological Law of Consumption. Theories of 

consumption-  Absolute Income, Relative Income, Life Cycle and Permanent Income Hypothesis  

Autonomous and Induced Investment, Gross and Net Investment, Concept of Marginal 

Efficiency of Capital (MEC), The Marginal Efficiency of Investment (ME1), Relation between 

MEC and MEI, Factors Affecting Investment. 



Unit  IV 

Money and Banking 

Money – Meaning, Functions and Classification, Gresham's Law; Main Components of Money 

Supply, Concept of Money Multiplier. Theories of Money Demand- Liquidity trap Theory, 

Quantity Theory of Money – Fisher's equation and Cambridge approach, Keynesian Restatement  

Quantity Theory of Money, Its superiority over Traditional Theory and its criticism 

Commercial Banks – Meaning, Types and Functions, the Process of Credit Creation, Functions 

of Central Bank, Quantitative and Qualitative Methods of Credit Control. Meaning and 

Objectives of Monetary Policy. 

Unit  V 

Inflation and Business Cycles 

Inflation – Types, Causes and Effects of Inflation, Measures to Control Inflation, Trade-off 

between Inflation and Unemployment (Phillip's curve). Deflation and Stagflation.  

Business cycle – Meaning, Characteristics and Phases of Business Cycles, Samuelson-Hicks 

Theory of Business Cycles. Control of Business Cycle.  
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