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Economics is traditionally divided into two broad domains: macroeconomics, which
examines the performance and dynamics of entire economies—whether at the national,
regional, or global level—and microeconomics, which focuses on the decision-making
behaviour of individuals, households, firms, and organisations within those economies.

Macroeconomics vs. Microeconomics 

The Case for Microeconomics 
As a subdiscipline of economics, health economics is closely aligned with microeconomics
because it examines the behaviour and decision-making of agents within healthcare systems.
This includes the interactions between patients and healthcare providers, the dynamics
among providers themselves, and the choices individuals make regarding their own health—
such as whether to seek care, follow treatment plans, or purchase insurance. Microeconomic
analysis also considers how institutions, incentives, and constraints influence these
behaviours, shaping how resources are used and services are delivered within the healthcare
system.

The use of microeconomic tools are essential within health economics because they allow
researchers and policymakers to model and predict how agents respond to changes in costs,
incentives, and policy interventions. For example, health economists might analyse how
increasing the number of nurses on a hospital ward affects staff 

 

productivity, or how altering drug prices influences consumer
demand, and competition among pharmaceutical firms. By
understanding these behaviours, health economics can guide
the design of policies and organisational structures that
improve efficiency, equity, and quality of care, ensuring that
resources are used effectively to achieve better health
outcomes for the population.

The Case for Macroeconomics
The healthcare sector constitutes a substantial
part of the overall economy, both influencing and
being influenced by key macroeconomic factors
such as national income growth, employment
levels, inflation, and fiscal policy. These factors
determine the fiscal capacity of governments,
directly shaping how healthcare systems are
financed, organised, and managed. 

Macroeconomic conditions also play a critical role
in shaping the accessibility, efficiency, and equity
of healthcare delivery, making them central to
health economics.
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There are also strong and well-documented correlations between positive macroeconomic
indicators—such as GDP growth, employment levels, and fiscal stability—and improved health
outcomes, including higher life expectancy and lower mortality rates. Conversely, a healthier
population contributes to stronger macroeconomic performance by increasing labour
productivity, reducing dependency on welfare programs, and supporting long-term economic
growth. This reciprocal relationship highlights that macroeconomic conditions are not merely
background factors, but actively shape and are shaped by the health of the population.

It is key for health economists to consider macroeconomics factors in order to understand the
broader context in which healthcare systems operate. By examining things like national
income, fiscal policy, inflation, and employment trends, health economists can better identify
the constraints on healthcare financing, anticipate how economic changes affect service
delivery, and inform policy decisions that promote equitable, efficient, and sustainable health
outcomes.


