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Evolution of Macro Economics
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Meaning and definition

 Study of total output, employment and price level  

 K.E Boulding - Macroeconomics is that part of  
economics which studies the overall averages and  
aggregates of the system 

Subject Matter of Macro Economics :  Determination of 
total output,  growth of National Income, Price level of goods 
and  services   ,total employ ment of resources, business 
fluctuations    

 Areas under consideration:  Employment, Trade Cycle, 
Inter national Trade, Economic Growth,  DLY

 Theory of income and employment- INCOME 
ANALYSIS



Macro Economics attempts to answer the Big questions of economic 
life

–-- full employment  or unemployment

- -- Inflation

-- -- Rate of  economic growth

--- Price level stability-



ECONOMICS  

MICRO  
ECONOMICS

MACRO 
ECONOMI
CS

DIFFERENCES
• Individual  Unit/  Aggregates
• Partial Equilibrium Analysis/ General Equilibrium 

Analysis
• ……………..
• ……………….         (   Basis of the Differences  )



SCOPE OF MACRO ECOOMICS

Functioning of the Economy

Formulation of Economic Policies

Solution to the problem of unemployment

National Income Estimates

Growth of the Economy

Analysis of the Monetary Problems

Business Fluctuations
LIMITATIONS OF  MACRO ECONOMICS…….



Three Pillars of Classical Economic Thought

1.Full Employment
2. Say,s Law of Market 
3.Wage Price Flexibility



Equation of Exchange – Irving Fisher  



Equation of Exchange – Irving Fisher  

MV= PT  

MV- Total Expenditure on goods and  services  -
money payment  ,  supply side of money

PT – Total receipts from the sale of final goods and 
services– demand  side of  money

Modified Version   ---- inclusion of credit money , DD 
of Banks   in addition with primary money.






































