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•  To define money and describe the characteristics and functions of money and 

components of money supply  

• To restate the various theories of money 

• To recognize the role and functions of banking in the economy and argue the 

merits and demerits of nationalization and privatization of banks  

•  To analyze the various theories of income and employment  

•  To discuss the significance of consumption in the economy and factors affecting it  

• Critically examine various theories of consumption  
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Unit Unit Description Weightage  

1. Money  

1.1 Distinction of Money, income, wealth and finance  

1.2 Significance of money in a capitalist economy  

1.3 Difference between currency and money  

1.4 Concept of Money and Near money  

1.5 Components of Money Supply (M1, M2, M3 & M4) 

25% 

2. Theory of Money  

2.1 Fisher’s Quantity Theory of Money  

2.2 Cambridge equations (Pigou, Robertson, Keynes)  

2.3 Comparative study of Fisher and Pigou’s equations  

2.4 Milton Friedman’s Theory of Demand for Money 

25% 

3.  Banking  

 3.1 Origin and development of Banks  

 3.2 Types of Banks  

 3.3 Advantages – disadvantages of Nationalization of Banks  

 3.4 RBI and its Functions 

 3.5 Regional Rural Bank and its functions 

 3.6 Types of Commercial Banks 

 3.7 Functions of Commercial Banks   

25% 

4.   Income and Employment 
 3.1 Classical theory of employment and criticism against classical theory by Keynes    

3.2 J.B. Say’s Law of Market  

 3.3 Determination of National Income (C+I+ G) 

 3.4 Meaning, concept and significance of Consumption function 

 3.5 Average and Marginal Propensity to Consume 

 3.6 Factors affecting propensity to consume 

 3.7 Saving function, Average and Marginal Propensity to Save 

25% 

 

 

Course Outcomes: Having completed this course, student should be able to: 

1. Identify the characteristics of money and analyze its role and functions in the economy 

2.  Discuss various theories of money along with their limitations  

3. Appraise the role of banking in the development of a modern economy 

4. To interpret the theory of income and employment and appreciate the role of consumption in 

the economy   
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5.   Identify the psychological factors affecting consumption  
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