CORE-3: INTRODUCTORY MACROECONOMICS

Course Description
This course aims to introduce the students to the basic concepts of Macroeconomics.
Macroeconomics deals with the aggregate economy. This course discusses the
preliminary concepts associated with the determination and measurement of aggregate
macroeconomic variable like savings, investment, GDP, money, inflation, and the
balance of payments.

Module I: Basic Concepts

Macro vs. Micro Economics; Why Study Macroeconomics? Limitations of
Macroeconomics ; Stock and Flow variables, Equilibrium and Disequilibrium, Partial
and General Equilibrium Statics — Comparative Statics and Dynamics ; National
Income Concepts — GDP, GNP, NDP and NNP at market price and factor cost; Personal
Income and Disposable personal Income; Real and Nominal GDP

Module II: Measurement of Macroeconomic Variables

Output, Income and Expenditure Approaches ; Difficulties of Estimating National
Income; National Income Identities in a simple 2- sector economy and with
government and foreign trade sectors; Circular Flows of Income in 2, 3 and 4-sector;
economies; National Income and Economic Welfare ; Green Accounting.

Module III: Money

Evolution and Functions of Money, Quantity Theory of Money — Cash Transactions,
Cash Balances and Keynesian Approaches, Value of Money and Index Number of
Prices

Module IV: Inflation, Deflation, Depression and Stagflation

Inflation - Meaning, Causes, Costs and Anti-Inflationary Measures; Classical,
Keynesian, Monetarist and Modern Theories of Inflation, Deflation- Meaning, Causes,
Costs and Anti-Deflationary Measurers, Depression and Stagflation; Inflation vs.
Deflation

Module V: Determination of National Income

The Classical Approach - Say’s Law, Theory of Determination of Income and
Employment with and without saving and Investment; Basics of Aggregate Demand
and Aggregate Supply and Consumption- Saving - Investment Functions, The
Keynesian Approach - Basics of Aggregate Demand and Aggregate Supply and
Consumption, Saving, Investment Functions; The Principle of Effective Demand;
Income Determination in a Simple 2-Sector Model; Changes in Aggregate Demand and
Income- The Simple Investment Multiplier; Income Determination in a 3-Sector Model
with the Government Sector and Fiscal Multipliers
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