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Course Outcome: 

 

CO1:  This course will make the learners familiar with the economic aggregates and their 

role in economy. 

CO2:  It also covers various theories related to consumption and basic concept of 

investment. 

CO3:  Students will also get familiar with the Concept and various theories of business 

cycles. 

UNIT – I 

Nature and Scope of Macro Economics, Concepts and Measurement of National Income, 

Circular flow of Income (Four sector Economy), Savings and Investment – Ex ante and Ex 

post Equality and Equilibrium;  Different forms of National Income Accounting – Social 

Accounting, Green Accounting. 

UNIT – II 

The Classical Theory of Income and Employment, Keynes Critique on classical theory, 

Keynesian Theory of determination of Income and Employment, 

Theories of Interest – Classical, Neo-Classical, Keynesian Theory and Modern Theory. 

UNIT – III 

Consumption Function- Meaning and Basic concepts, Theories of consumption- Absolute 

Income hypothesis, Relative Income hypothesis,  Permanent Income Hypothesis and Life 

cycle theory.Factors influencing Consumption Spending. Concept of Multiplier , The 

Acceleration principle. 

Meaning and Types of Investment; Concept of Marginal Efficiency of Capital.  

UNIT – IV 

Business Cycle – Nature, Characteristics, Phases, Theories of Business Cycle – Hawtrey's 

Monetary Theory, Hayek's over Investment Theory, Keynes view on Trade Cycle, 

Samuelson and Hicks Multiplier and Accelerator Interaction Model. Measures to control 

business cycles in India 



 

 

 

UNIT – V 

Inflation – Classical, Keynesian and Monetarist approaches to inflation, Structuralist theory 

of inflation; Philips curve analysis - Short run and long run Philips curve; Tobin's modified 

Philips curve.  Samuelson and Solow - the natural rate of unemployment hypothesis.  
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