UNIVERSITY OF MADRAS

M.A. DEGREE PROGRAMME IN ECONOMICS
SYLLABUS WITH EFFECT FROM 2023-2024

501C3A
SEMESTER - I1I - CORE - VII
ADVANCED MACROECONOMICS
Course Objective:

1. This course on macroeconomics intends to make the students understand the working of the
economy as a whole, integrating the different markets.

2. This course also gives the Classical and Keynesian perspectives on the economic factors
affecting an economy's general equilibrium.

Unit 1: Classical, Keynesian and Post Keynesian Macroeconomics

Classical Theory of Output and Employment- Full employment equilibrium- AD-AS Model-
Keynesian Theory of Output and Employment- Under employment equilibrium- Effective
Demand-Hicks Hansen IS-LM- BP Model.

Unit 2: The New Classical Macroeconomics

Assumptions of Rational Expectation Hypothesis- Policy Ineffectiveness Theorem- Aggregate
supply hypothesis- Policy implications of new classical Approach- Source of Productivity shocks
in Real Business Cycle Theory- Stabilisation Policy and Unemployment- Role of money in Real
Business Cycle Theory’- Policy implications of real business cycle theory- DAD-DAS Model.

Unit 3: New Keynesian Macroeconomics

Core propositions of new Keynesian macroeconomics- Wage and Price Rigidities- New
Keynesian business cycle theory- Policy implications of new Keynesian macroeconomics

Unit 4: Open Economy Macroeconomics

Openness in goods in financial market- output interest rate and exchange rate- exchange rate
regimes- exchange rate and balance of payments- Mundell- Fleming Model.

Unit 5: Macroeconomic Policies

Stabilisation policies- Theory of policy- Tinbergens Approach- Fiscal Policy- Monetary Policy-
Optional Policy Mix- Crowding out effect- Bond Financed and Tax Financed Government
Expenditure- Rules Vs Discretion- Government Budget and Budget Deficit.
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Web Resources
1. https://www.econlib.org/library/Enc/bios/Keynes.html

2. https://www.postkeynesian.net/post-keynesian-economics/

3. https://www.bu.edu/econ/files/2014/08/DLS1.pdf

Course Outcomes (Cos):
Upon Completion of this course, the students will be able to

No. Course Outcomes K-Levels

CO1 Defines and ur?derstand the concepts of general Equilibrium in the K1, K2
Economy and its models and approaches
Define, Illustrate and examine the role of rational expectations

CO2 influencing macroeconomics variables, models of income and the various K1, K2, K4
approaches to the working of business cycles.

CcO3 To de@gnstrate, identify anc'1 to understand thé functions of the major K2, K3, K4
propositions of new Keynesian macroeconomics

CO4 To understar'1d how, Evaluate and to analyse the open economy model in K1, K4, K5
post Keynesian era
To explain and apply the role of stabilization policies such as fiscal and K2, K3. K4

COs monetary policy on the economy and to analyze, elaborate and to know I,( 5 I,( 6 ’
the importance government policies and tax frame work ’

K1 — Knowledge, K2 - Understand, K3 — Apply, K4 — Analyse, K5 — Evaluate, K6 — Create.
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CO-PO Mapping (Course Articulation Matrix)

CO /PO PSO1 PSO2 PSO3 PS04 PSOS
CO1 2 3 2 2 3
CO2 2 3 2 3 3
COo3 2 3 3 3 3
CO4 3 3 3 2 3
COs5 3 3 3 3 3
Weightage 12 15 13 13 15
Weighted percentage of

Course Contribution to 2.4 3 2.6 2.6 3
Pos

Level of Correlation between PSO’s and CO’s
(Suggested by UGC as per Six Sigma Tool — Cause and Effect Matrix)
Assign the value
1-Low
2 — Medium
3 — High
0 — No Correlation




