Dr. Latha Ravindran

Xavier Institute of Management

Bhubaneswar

Dear friends,

Economics is like the music of Beethoven and Mozart. It holds great simplicity. Those who first encounter it can quickly grasp its basic ideas. But at the same time below the surface, like Beethoven’s Fourth Symphony, there are such fascinating subtleties that remain a challenge even to those who spend a lifetime in its study.

Macro- economics, Economic Analysis – II as it is referred to, helps the to- be- managers to learn a great deal about how the economy works – as one peeps through the window of one’s company. This course would provide a bird’s eye view of the entire economic environment within which a firm functions. I guarantee that you will learn a great deal in this course, about how an economy functions and the principles governing economic life, that must be recognized by those in business who make policy decisions. I also guarantee that you won’t be able to master it all!

You would at best be left with an appreciation to the difficult and challenging problems of economics that remain unsolved.

Perhaps some day you will contribute to their solution.

The topics chosen for discussion during this course are not exhaustive to cover entire macro economics. But care has been taken not to leave any important theme untouched.

By the time you complete this course, you would realize that your learning about how an economy functions does not end………… it has only begun!!

Wishing you enjoyable learning,

Sincerely,

Latha Ravindran
Xavier Institute of Management



Dr. Latha Ravindran

Bhubaneswar

Economic Analysis – II

Course Outline

I. Course Objective:

With the basic understanding of the theories of the firms (that deal with the operational issues within the firms), this course is designed to make a systematic coverage of fundamental concepts and relationships among various macro-economic entities. This course provides a basic understanding of the theories and principles relating to the macro-economic environment (that deal with the external or environmental issues operating outside the firms).

The course focuses primarily on how an economy functions, the reasons for macro-economic fluctuations and the corrective measures taken from various spheres such as monetary, fiscal and inter-national trade.

The major purpose of this course is to enable the management students:

· to develop a familiarity with the fundamentals of macro-economic principles

· to understand the complexity and implications of fluctuations in macro-economic entities

· to relate such changes to the changes in the business environment.

II. Course Contents

1. Overview – How do we measure an Economy’s progress?

2. Fundamentals of macro-economic models –The classical Approach

3. Fundamentals of macro-economic models –The Keynesian Approach

4. Business fluctuations – What and Why?

5. Inflation – Causes and Cures

6. The twin traps – Inflation and Unemployment

7. Money – Nature, Function and Creation of Money

8. Banking – Creation and Control of Credit and role of Monetary Policy

9. An Anatomy of Black Money

10. Functions of Government – How much should the Governments do?

11. Public Revenue and Public Expenditure

12. International Trade and Balance of Payments

III. Course Contents – An ‘Executive’ Brief!

1. Introduction

· Reasoning and logical thinking

· Common fallacies and mistakes in reasoning

· Resources of our economic system

· Goals of our economic system

· Challenges to achieve the goals

Suggested Readings:
Spencer

G.L. Bach

Michael Veseth

Heyne and Johnson

2. How do we measure an economy’s progress?
· National Income and Product – GNP

· Approaches to estimating GNP

· Related Indicators

· Deflating for inflation

· Is GNP a measure of society’s well being?

Suggested Readings:
Campbell McConnel

Slovin and Sushka

Adrian Perry

Spencer

G.L. Bach

3. Fundamentals of Macro-Economic Models – The Classical  Approach

13. Two sector model of circular flow of economic activities

14. Say’s Law of Markets

15. Full employment Equilibrium

Suggested Readings: 
Campbell McConnel





Spencer

4. Macro-Economic Models – The Contemporary Approach

· Effective Demand

· Consumption Function and Multiplier

· Investment Functions and Accelerator

· Determination of Rate of Interest

Suggested Readings : 
Adrian perry





Campbell McConnel

Slovin and Sushka

Spencer

Duncan Reekie

5. Business Fluctuations – What and Why?

· Phases of Business cycles

· Business cycle theories

· Cases on various phases of business cycle

· Inflation – Symptoms, causes and consequences

Suggested Readings:
G.L. Bach





Samuelson and Nordhaus





Poindexter

6. The Twin Traps – Inflation and Unemployment

· Unemployment or Inflation – The Phillip’s Curve

· Unemployment and Inflation – The Supply shock

· Cases from the developed as well as developing countries

Suggested Readings: 
Baumol and Blinder





Samuelson and Nordhaus





Heyne and Johnson





G.L. Bach

7. Money, Creation and Control of Credit

· Money – Definition, evolution, functions, composition, principles behind issue of currency notes.

· Fundamental principles of Banking

· Functions of Commercial banks

· Role of Central Bank

· Measures of Credit Control

· Monetary policies their usefulness and implications

Suggested Readings:
Campbell McConnel





Adrian Perry





Spencer





Chisholm and McCarty

8. Role of Government – How much should a Government do?

· Economic scope and functions of Government

· Social Goods and Redressal of the Spill over effects

Suggested Readings:

Adrian Perry





Spencer





Campbell McConnel

9. Public Revenue and Public Expenditure

· Sources of Revenue – where does the money come from?

· Public expenditure – where does the money go?

· Taxation – Shifting and Incidence

· Budget at a Glance

Suggested Readings:
Adrian Perry





Spencer





Campbell McConnel

10. International trade and Balance of payments

· Theories of absolute and comparative advantage

· Definition of Balance of payments

· BOP- Double entry book keeping

· Measure of check imbalances in BOP

Suggested Readings:
Lindert





Adrian Perry

McConnel

Spencer

Neyne and Johnson

(In the suggested readings, only the authors’ names have been mentioned)

IV. Evaluation:

	Components
	Weights

	Quizzes
	30%

	Mid-term
	20%

	End-term
	35%

	Term-paper
	15%


