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Name of the Programme   :  B.Com. 

Paper No.     :  II 

Course Title     :  Business Economics  

Course Code      :  SEM III: UBCOMSSIII.3 

No of Credits     :  3 

No of Lectures    :  45 

No of Lectures per week    :  03 

 

Preamble: 

This course deals with macroeconomics or the functioning of an economy as a whole. It 

involves theoretical, empirical as well as policy-related aspects. The theoretical aspect deals 

with various macroeconomic concepts as well as various macroeconomic theories. It 

involves circular flow of income, business cycle, aggregate demand, supply of money, 

demand for money, inflation, theory of income determination, investment multiplier, 

principal of acceleration and determination of income and interest rate through IS-LM 

model. Policy-related aspects of macroeconomics focuses on objectives and instruments of 

monetary policy and fiscal policy. This course designed for undergraduate students to 

understand macroeconomics and enables them to learn the functioning of the economy in a 

systematic manner. 

Objectives:  

This course is designed to present an overview of macroeconomic issues and introduces 

preliminary models for the determination of output, employment, interest rates and inflation. 

Monetary and fiscal policies are discussed to illustrate policy application of macroeconomic 

theory. 

Course Outcomes:  After successful completion of this course, learners will be able to:  

CO1: Explain circular flow of income, business cycle and theory of income determination. 

CO2: Understand supply of money, demand for money, theoretical frameworks of inflation 

and case studies of hyperinflation. 

CO3: Articulate monetary and fiscal policies in fulfilling the macroeconomic objectives of 

stability, full employment and growth.  

CO4: Critically analyse the theoretical frameworks of determination of income and interest 

rate with the help of IS LM model. 

 

 

  



                               

K J Somaiya College of Arts and Commerce (Autonomous), Vidyavihar, Mumbai -400077 3 

 

Module I: Theory of Income and Employment:                                        (15 lectures)  

Circular Flow of Income: Closed (Two and three-sector models) and Open Economy 

models, Trade Cycles: Features and Phases, Concept of Aggregate Demand-Keynes Theory 

of Income Determination, Theory of Investment Multiplier, Acceleration Principle.  

 

Module II: Monetary Economics:                                                                (15 lectures)  

Supply of Money: Constituents and Determinants of Money Supply- Money Multiplier and 

High Power Money -Velocity of Circulation of money-RBI Measures of Money supply, 

Demand for Money: Keynes’s Theory of Demand for Money- Inflation: Concept and Rate of 

inflation - Demand-Pull and Cost-Push of Inflation-Causes, Effects and Measures to Control 

Inflation, Philips Curve in Short Run, Hyper-Inflation: Zimbabwe and Venezuela (Case 

Study) 

 

Module III: Integration of Product and Money Market Equilibrium:           (15 lectures) 

Monetary Policy: Objectives and Instruments- Fiscal Policy: Objectives and Instruments, 

Money Market Equilibrium: The LM Curve; The Product Market Equilibrium: The IS 

Curve, The IS and LM curves combined – Factors influencing Equilibrium income and the 

Interest Rate, Monetary influence: Shift in the LM schedule, Real influences: Shift in the IS 

schedule 
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Evaluation Pattern 
 
The performance of the learners shall be evaluated into two parts. The learner’s 

performance shall be assessed by Internal Assessment with 25% marks in the first part 

by conducting the Semester End Examinations with 75% marks in the second part. The 

allocation of marks for the Internal Assessment and Semester End Examinations are as 

shown below:- 

( A ) Internal Assessment:  25 Marks (25%) 
 

Sr. No Evaluation type Marks 

1 One Periodical class Test/Project/ Field Visits 20 

2 

Active participation in routine class instructional deliveries(case 

studies/ seminars//presentation) 05 

 

Sample Multiple Choice Questions  (Each question for 1 mark)                 (20 Marks) 

1. In a circular flow economy, firm supply_______ 

A. Labour                                                   C. Goods and Services 

B. Land                                                      D. All of the above 

2. Change in consumption / change in income refers to ___________. 

A. MPS                                                       C. MPC 

B. MRS                                                      D. MRTS 

3. Demand for transaction and precautionary motive is interest _________. 

A. Elastic                                                    C. Unit Elastic 

B. Inelastic                                                 D. None of the above 

4. The cash reserve ratio is determined by _______. 

A. Central Bank of the country                   C.  World Bank 

B. Commercial Bank                                  D. Central Government 

5. Which of the following curve shows the goods market equilibrium? 

A. LM curve                                               C.  IS curve 

B. Aggregate Demand curve                      D. None of the above 
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(B) External Theory examination: 75 Marks (75%)  
 

• Duration –2.30 Hours for each paper.  
 

• There shall be FIVE questions each of 15 marks on each module.  
 

• All questions shall be compulsory with internal choice within the questions.  
 

• Questions may be subdivided into sub-questions a, b, c and the allocation of 

marks shall depend on the weightage given to the topic.  
 

• Fifth question shall be asked on short notes/objectives which will be the 

combination of all models.  

                                              

Questions Modules Marks 

Q1 Based on Module – 1 15 

Q2 Based on Module – 2 15 

Q3 Based on Module – 3 15 

Q4 Based on all Modules 15 

Q5 Based on all Modules (Objectives/MCQ) 15 

 Total Marks 75 

 

COMPOSITION OF SUBJECT BOARD 

SUBJECT- ECONOMICS 

Head of Department Prof. Mrs. Jayshree Kotak 

Head of Economics Department 

K.J Somaiya College of Arts & Commerce, 

Vidyavihar, Mumbai 77 

Faculty from the Department Dr. (Smt) Shubhangi Patil 

Dr. Mahendra Mishra 

Dr. Sunil Bhaskar Chandanshive 

Mrs. Deepali Keluskar 

Dr. (Miss) Flora Pandya 
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Industry Representative Shri. Gopal Chande 
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Executive,  
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