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Course Description 

Course Description 
This course introduces students to the basic concepts in Macroeconomics. Macroeconomics deals with 
the aggregate economy. In this course the students are introduced to the definition, measurement of 
the macroeconomic variables like GDP, consumption, savings, investment and balance of payments. 
The course also discusses various theories of determining GDP in the short run. 
 
Units No of 

Lecture 
hours 

No of 
Tutorial 
hours 

Marks 

1 Introduction 

Macro vs. Micro Economics; Nature and scope of 
Macroeconomics; Basic Macroeconomic issues: determinants of 
the overall level of output, control of business cycles, relation 
between output and inflation, sources of economic growth, what 
role of government in an economy; Major schools of thought in 
macroeconomics; Microeconomic thinking and Macroeconomic 
models; Historical performance of the Indian economy;  
Limitations of Macroeconomics. 

10 1 10 

2 National Income Accounting 

Concepts of GDP and National Income; stock and flows; 
nominal and real income; GDP deflator; approaches to 
measurement of national income – income method, expenditure 
method and value added method; Difficulties of Estimating 
National Income, Circular Flow of Income; limitations of the 
GDP concept. 

15 3 15 

3 Determination of GDP 

The classical theory of output and employment; the Keynesian 
theory of output and employment; Actual and potential GDP; 
aggregate expenditure; consumption function; investment 
function; equilibrium GDP; concepts of MPS, APS, MPC, APC; 
autonomous expenditure; Concept of multiplier. 

20 4 20 

4 National Income Determination in an Open Economy with 
Government 

Fiscal Policy: impact of changes in government expenditure and 
taxes; net exports function; net exports and equilibrium national 
income. 

10 3 15 

5 Money in a Modern Economy Definition and Functions of 
money; Monetary aggregates; Demand for money: quantity 
theory of money – cash transactions and cash balance 

20 4 20 



approaches, Friedman’s restatement of the quantity theory; 
liquidity preference and rate of interest; The Keynesian 
Liquidity Trap and its Implications; Determination of money 
supply; credit creation; monetary policy – meaning, objectives 
and tools. 

Total 75 15 80 
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