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Course Objectives

This Paper is designed to provide a sound knowledge of macro-economic theory. The goal of this course is to
provide students with a thorough understanding of the fundamental principles of macroeconomics that establish a
functional relationship between large aggregates. This course looks at the determination of income and
employment, consumption function, theories of investment, multiplier, and accelerator.

Course Outcomes

Given basic macroeconomic concepts and real-world examples, students will be able to distinguish between macro and

Clok microeconomic phenomena and analyze their relevance to everyday economic situations.
CO?2 With various national income accounting methods, students will be able to compute and evaluate GDP, GNP, NNP, and related
aggregates, demonstrating a comprehensive understanding of income flows in the economy.
Co3 Given different economic structures, students will analyze the circular flow of income in two, three, and four-sector models and
evaluate the implications for economic welfare and green accounting.
coa By comparing classical and Keynesian approaches, students will critically assess the determination of income and employment,
including the principle of effective demand and consumption behavior.
CO5 Using the multiplier and accelerator concepts, students will analyze investment behavior and evaluate their effectiveness in
influencing output in developing economies.
CO6 Given v_arious theories of intergs_t, studen_ts _Wi I_I evaluate the determination of interest rates under classical, loanable funds, and
Keynesian frameworks, recognizing the limitations of each approach.
coO7 Through IS-LM modeling, students will examine equilibrium in the goods and money markets and evaluate the macroeconomic
implications of shifts in aggregate demand.
cos Using inflation and unemployment data, students will assess the types and consequences of inflation, analyze the Phillips curve
framework, and interpret trade-offs in stabilization policy.
L'ilr;lt Content of Unit C?_r::a M?:pged
1 Introduction: What is macroeconomics? Macroeconomic issues in an economy. Macro vs. Micro 7 co1
Economics, Limitations of Macroeconomics. Introduction to National Income.
National Income Accounting: Concepts of GDP, GNP, NDP, and NNP at market price and factor
5 cost, Personal Income and Disposable Personal Income. Measurement of National Income- 7 co?
Income, expenditure, product or Value added Methods and related aggregates; nominal and real
income; limitations of the GDP concept. GDP Deflator.
Circular Flow of Income and expenditure in two, three, and four-sector economy. National Income
3 - X . 7 COo3
and Economic Welfare; Green Accounting.
Classical Theory of Employment. Say’s Law of Markets. Keynes’ Objection to the Classical
Theory; Aggregate Demand and Aggregate Supply Functions; The Principle of Effective Demand;
4 ; g ; . i . . 7 CO4
Consumption Function-Average and Marginal Propensity to Consume; Factors influencing
Consumption Spending.
Types of Investment, Determination of Level of Investment: Classical and Keynesian approach.
5 Multiplier: Concept, Investment Multiplier and its Effectiveness in LDCs; Principle of 8 COo5
Accelerator. Theory of Investment - Autonomous and Induced Investment; Marginal Efficiency of
Capital; Savings and Investment-Ex-Post & Ex-Ante, Equality and Equilibrium. Super Multiplier.
Rate of Interest: Classical, Neo-Classical (Loanable fund) and Keynesian Theories of Interest.
6 . AN 8 CO6
Indeterminateness in Liquidity Preference Theory.
7 Equilibrium in the product and money markets: Derivations of the IS and LM functions; changes 8 co7
in IS and LM functions, IS-LM and aggregate demand; shifts in the AD curve.
Inflation: Definition and measurement of inflation, Types of inflation, Impact of inflation,
8 determinants of inflation, Inflation and Unemployment; the relationship between inflation and 8 Co8
unemployment: Phillips Curve in the short run and long run.
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1- Low Correlation; 2- Moderate Correlation; 3- Substantial Correlation
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