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Unit Description in detail Weighting (%) 

1 Introduction: 
Basic Problems of an Economy, 
Economic System, Types of Economic System, 
Circular flow of Income, 
National Income (Basic Concepts) – Methods of calculation and Difficulties in 
calculation. 

25 % 

2 Theory of Income and Employment: 
Theory of income and employment: consumption function 
Investment multiplier and accelerator 
Liquidity preference theory of interest, liquidity trap, 
Mordern theory of interest 

25 % 

3 Money, Banking and International Trade: 
Money (definition and functions) and components of money supply, 
Milton Friedmen’s Quantity theory if money 
Functions of commercial banks with special emphasis on credit creation 
Monetary policy of central bank 
International Trade – comparative cost theory, Balance of payments, Exchange 
rate 

25 % 

4 Macro Economic Problems: 
Typical business cycle 
Inflation – Meaning, Types, Causes, Effects and Control of inflation – Philips 
curve 
Direct and Indirect tax – merits and demerits 
Public debt and Debt repayment 
Deficit Financing – safe limits. 

25 % 
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