
Department ECONOMICS Class I-M.A. Semester I 

Course Title          Macro Economics - I Hours Credit CIA External Total 

Course Code 18P1VMC4 90 4 25 75 100 

 

Objectives 

 1. To understand the classical, Keynesian and post Keynesian theories  

  2. To have an insight into the development of the modern macro economics 

Learning Outcome 

              Demonstrate a good understanding of macroeconomic principles, concepts and theories    

 

Unit – I     Introduction to   Macro Economics                 (18 Hours) 

 Macro Economic Issues- Growth related issues-. The issue of Business cycle-The issue of 

Inflation – Issue of Unemployment and Poverty – The issue of budgetary deficit – The 

International Economic Issue – Concepts used in Macro Analysis: Stock and flow variables 

Macro Economic Model Building – The Circular Flows in a Two Sector, Three sector and Four 

sector – Graphic Presentation. 

 

Unit – II    Classical Theory of Employment                 (18 Hours) 

 Classical Theory of Employment – Say’s Law of Market – Keynesian Theory of Income 

and Employment, Principles of effective demand - Determinants of aggregate demand function – 

aggregate supply function. 

 

Unit – III  Consumption Function                   (18 Hours) 

 Meaning of consumption Function – Significance of APC and MPC – Keynes’s 

Psychological Law of consumption function – Absolute Income Hypothesis – Relative  Income 

Hypothesis – Permanent Income Hypothesis -= Life Cycle Hypothesis. 

 

Unit – IV  Investment Function                    (18 Hours) 

Types of Investment – Autonomous and Induced Investment – Working of Investment Multiplier 

– concept of employment multiplier, Tax Multiplier, Foreign trade multiplier – Principle of 

Acceleration and Super Multiplier.  

 



Unit  - V  General Equilibrium and Macro Economic Policy             (18 Hours) 

 General Equilibrium of product and money market (IS – LM Function) – product market 

equilibrium – money market equilibrium – General equilibrium of product of money market – 

shifts IS-LM functions – effectiveness of monetary and fiscal policies – weakness of IS-LM 

model – Efficacy of fiscal policy.(Keynesian Range, Classical Range, Intermediate Range) –

Goals of Macro Economic Policy. 
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