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Concept of Micro Economic and Macro Economic: Economic is a study about how individuals, 

businesses, and governments make choices on allocating resources to satisfy their needs. These groups 

determine how the resources are organized and coordinated to achieve maximum output. And they are mostly 

concerned with the production, distribution, and consumption of goods and services. Economics is divided into 

two important sections, they are:  

 Macroeconomics  

 Microeconomics 

Microeconomics: Microeconomics is the study of decisions made by people and businesses regarding the 

allocation of resources and prices of goods and services. The government decides the regulation for 

taxes. Microeconomics focuses on the supply, that determines the price level of the economy. It uses the 

bottom-up approach strategy to analyse the economy. In other words, microeconomics tries to understand 

human choices and resource allocation. Microeconomics does not decide what are the changes taking place in 

the market, instead, it explains why there are changes happening in the market. 

 

The main key role of microeconomics is to examine how a company could maximize its production and capacity 

so that it could lower prices and better compete in its industry. A lot of microeconomic information can be 

gleaned from the financial statements. 

The important key factors of microeconomics are: 

 Demand, Supply, and Equilibrium 

 Production Theory 

 Costs of Production 

 Labour Economics 

Examples: Individual Demand, Price of a product. 

Macroeconomics: Macroeconomics is a branch of economics that depicts a substantial picture. It scrutinizes 

itself with the economy at a massive scale, several issues of an economy are considered. The issues confronted 

by an economy and the headway that it makes are measured and apprehended as a part and parcel 

of Macroeconomics. Macroeconomics studies the association between various countries regarding how the 

policies of one nation have an upshot on the other. It circumscribes within its scope, analysing the success and 

failure of government strategies. 

 

In macroeconomics we normally clarify the survey of how the nation’s total manufacture and the degree of 

employment are associated with features (called ‘variables’) like: Cost prices, Wage rates, Rate of interest, 

Profits etc., by concentrating on a single imaginary good and what happens to it. 

 

The important concepts covered under microeconomics are: 

 Investment expenditure 

 Revenue 

Examples: Aggregate Demand, National Income. 

https://byjus.com/commerce/microeconomics/
https://byjus.com/commerce/macroeconomics/
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Interdependence of micro and macroeconomics:  
The two fields are often connected, then: investigating the microeconomic parts of a facet often reveals some 

important clues about the macroeconomics, and vice 

versa. One rough way of thinking about this is that 

microeconomics is 'bottom up', looking at how 

individual choices effect economic systems, while 

macroeconomics is 'top down', looking at how 

economic systems effect the people living within 

them. In order to understand a complex economic 

issue such as how and when a state should adjust the 

inflation rate, you need to understand the basic 

principles of supply and demand and the way in which 

people make economic decisions, which would be 

microeconomics. Then you would need to understand how these principles apply to monetary systems and the 

financial market, and how the economy of a country fits into the international economic system, which would 

be macroeconomics. 

 

Micro and macroeconomics are the two sides of the same coin. There is close interdependence between the 

two. We cannot analyse the individual behaviour without the assuming to aggregate and likewise aggregate 

cannot be effective unless individual variables are kept under consideration. 

Microeconomics contributes towards macroeconomics in several ways as: - 

 Study of economic fluctuations: -Business cycles which are universal in every sector, are influenced by 

both individuals and aggregate factors. Unless we review both micro and aggregate variables, we cannot 

provide an appropriate solution to business cycles. Therefore, to study trade cycles micro and 

macroeconomics contribute significantly. 

 Balance of payments and interdependence:-Balance of payments problem is also a burning problem 

for an economy. An individual sector may have favourable balance of payments whereas other sectors, 

unfavourable balance of payments. On the other hand, the overall position of an economy is to be 

assessed from aggregate position of all sectors. 

 Role in international trade: -In international trade both the approaches are used. Economists have 

developed their theories based on microeconomics presuming full employment of resources and 

mobility of factors of production. However, modern economists looked on the economy as a whole and 

recognised the role of aggregates. So general equilibrium is nothing but an extension of equilibrium of 

microeconomics. 

 Basis of economic laws: -Microeconomics acts as a basis macroeconomics because macro is an 

aggregate of individual units. The success and accuracy of aggregates depends on the individual units. 

Similarly, macro theories are used by micro economists. 

 Theory of tariffs:-Many economists have propounded that modern macro approaches of imposing 

tariffs with the intention of correcting balance of payments position is virtually based on the theory 

of monopoly. So microeconomics has influenced the modern macroeconomics theory. 

 

http://economy.an/
http://aggregates.so/
http://monopoly.so/
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Differences between Microeconomics and Macroeconomics are as under: 
 

Microeconomics Macroeconomics 

It is the study of individual economic units of an 
economy. 

It is the study of economy as a whole and its 
aggregates. 

It deals with Individual Income, Individual prices, 
Individual output, etc. 

It deals with aggregates like national Income, general 
price level, national output, etc. 

Its central problem is price determination and 
allocation of resources. 

Its central problem is determination of level of 
Income and employment. 

Its main tools are demand and supply of a 
commodity. 

Its main tools are aggregate demand and aggregate 
supply of the economy as a whole. 

It helps to solve the central problem of ‘what, how 
and for whom’ to produce in the economy. 

It helps to solve the central problem of full 
employment of resources in the economy. 

It discusses how equilibrium of a consumer, a 
producer or an Industry Is attained. 

It is concerned with the determination of equilibrium 
level of Income and employment of the economy. 

Price is the main determinant of micro- economic 
problems. 

Income is the major determinant of macroeconomic 
problems. 

Examples: Individual Income, Individual savings, 
price determination of a commodity, individual 
firm’s output, consumer’s equilibrium. 

Examples: National Income, national savings, general 
price level, aggregate demand, aggregate supply, 
poverty, unemployment, etc. 

 


