
Subject Code : RMCNS2 
 

PAPER II - MACRO AND MONETARY ECONOMICS 
 

Module -1 : National Income and Accounts 
 
Circular Flow of Income in two, three, and four sector economy - Forms of 
National Income Accounting - Social accounting, input - output accounting, 
flow of funds accounting and balance of payments accounting. 
 
Module -2 : Money supply and Demand for money 
 

Composition of money supply – money supply function – Inside and outside 
money (Gurley and Shaw) – High powered money and money multiplier – 
Financial intermediaries – Classical approach to demand for money – Keynes’ 
liquidity preference approach.  
 
Module -3 : Post Keynesian demand for money 
 
Patinkin and Real Balance effect – Boumol’s approach – Tobin’s Theory – 
Friedman and the Modern Quantity Theory – Cirsis in Keynesian Economics 
and revival of monetarism.  
 
Module IV : Keynesian synthesis and New Classical Macro Economics 
 
Keynesian IS – LM model, extension of IS – LM model with Government Sector, 
Labour Market and Flexible Price – The New Classical approach – policy 
implications.  
 
Module V : Theories of Inflation  
 

Classical, Keynesian and Monetarist approaches to inflation, Philips Curve 
Analysis – Samuelson and Solow – The natural rate of unemployment 
hypothesis – Tobin’s modified Philips curve – policies to control inflation.  
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