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Semester V
BECO 506: Macro Economic Theory

Total Marks: 100 (80- End Semester and 20-Sessional)

Objectives: Having studied this paper, a student will able to:

a. Excplain the different concepts of national income

b. Describe the Keynesian theory of income and employment
¢. Excplain the determination of investment

d. Describe the Philips curve and macroeconomic policy.

Unit 0: Baseline Analysis: Assessment of baseline knowledge; revision of basic concepts;
objectives and goal setting.

Unit I: Determination Of National Income and Employment: Different concepts of
national income: GDP, GNP, NDP, NNP, Percapita income; personal income, Disposal
income; Measurement of National income, and its problems.

Classical model of employment, output, price level and interest rate determination.
Critical evolution of classical system.

Unit II: Keynesian Theory of Income and Employment: Theory of effective demand,
Determination of income and output; underemployment Equilibrium: wage Rigidity,
Liquidity preference theory of interest; consumption function and its characteristics;
saving function; investment multiplier; evaluation of Keynesian system.

Unit III: Keynes- Classical Synthesis: Interaction of real and monetary sectors of the
economy; the money market equilibrium and derivation of LM curve; commodity market
equilibrium and derivation of IS curve; Equilibrium level of income and interest rate,
shifts in IS and LM curves; slope of IS and LM curves and relative effectiveness of
monetary and fiscal policies.

Unit IV: Determination of Investment: Keynesian theory of investment: marginal efficiency
of capital; Determination of investment.

Acceleration principle: Autonomous and induced investment, determination of
investment, interaction between multiplier and accelerator.
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Unit V: Philips Curve and Macro- Economic Policy: Philips curve: Trade- off between
unemployment and inflation; stagflation and vertical Philips curve; monetary and fiscal

policies to remove stagflation, inflation, and promote growth.

Unit 100: Advanced Skills: Journals/ magazine article discussion, seminar presentation,
Assighment.
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