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Abstract

The unemployment is a central problem of all modern market economies and many countries have to deal with it, both developed and countries in development. The latest economic and financial crisis especially highlights the unemployment problem, even in developed countries. The theory and the practice confirm that full employment in the market economy happens rarely and accidentally and therefore, the macroeconomic policy must be directed towards dealing with one of the crucial problems of the modern market economies – the problem of unemployment. The other one significant problem directly connected to unemployment is the problem of inflation. Since its independence, Republic of Macedonia hasn’t had any problems with inflation but therefore a huge problem is the enormous unemployment, the partial usage of the production factors, and GDP that is under the potentials of the country.

This work will elaborate the factors that condition the unemployment problem, its influence on creating the economic policy, and will review the aspects of the mentioned problem that concern the Macedonian economy (unemployment dynamics and structure of the unemployed according to several important criteria). Closely related to the problem of unemployment is the emergence of poverty and the expressed population migration. In this sense, this paper makes a comparative analysis of the unemployment situation in Macedonia and other countries of South Eastern Europe as well as in several developed European countries to which is targeted labor migration from Macedonia.
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Introduction

The unemployment is a one of the central macroeconomic problems of all modern market economies. It is a problem for undeveloped and also for developed countries. Although the expenses of the unemployment vary depending on the degree of development of the country, still high unemployment means low degree of exploitation of the available resources which causes decrease of the output, decrease of the individual incomes, increased poverty,  increased pressure to government spending on social benefits and a reduction in tax revenue and etc., and has succeeding effects on the motivation and the rational expectations of the participants in the economy, causing emotional stress and shattered family life. The unemployment rate is the number of people unemployed as a percentage of the labor force and it is an important indicator with both social and economic dimensions. From an economic perspective, unemployment may be viewed as unused labor capacity. The economic importance of employment and the serious loses caused by unemployment are significant for every national economy, considering the fact that the periods of high unemployment are periods when the realized gross domestic product is below the potential GDP.  That means that, as a result of incomplete exploitation of the production factors a part of the GDP is lost forever and part of the national wealth too.

“Unemployed” is defined by the U.N. International Labor Organization (ILO) as “someone aged 15 to 74 without work during the reference week who is available to start work within the next two weeks and who has actively sought employment at some time during the last four weeks.” Unemployment levels and rates move in a cyclical way, largely related to the general business cycle. However, other factors such as labor market policies and demographic developments may influence the short and long-term changes as well.

Crucial changes in a world economy, such as globalization and technological progress have an increasing effect on economic performance of every national economy, and the demand for different types of labor and skills is evolving at a rapid pace. While enterprises try to improve their productivity and become more competitive and innovative, they may well seek to pass on risk to the labor force through greater flexibility - both in relation to those already in employment, as well as those searching for a new job. Within the context of the European employment strategy (EES), there are a number of measures that are designed to help encourage people to remain in work or find a new job, including: the promotion of a life-cycle approach to work, encouraging lifelong learning, improving support to those seeking a job, as well as ensuring equal opportunities. The current economic crisis has however reversed much of the progress achieved in Europe since 2000, and in the sphere of the employment too. The Europe 2020 strategy put forward by the European Commission sets out a vision of Europe's social market economy for the 21st century through the initiatives “An agenda for new skills and jobs” and “Youth on the move”. Those initiatives in EU countries, and also similar initiatives in a countries which a not EU members have to put an active policy on the labor market, including appropriate education, training programs, retraining programs etc., in order to achieve activity rates, higher employment rates and higher labor productivity.  

The unemployment as a macroeconomic problem

The simplest interpretation of the unemployment is as a condition caused by the inability of the workforce market to reach equilibrium. Following the market laws of perfect competition, the buyers buy at their own free will and the sellers also sell following their will, so depending on the supply/demand relationship the prices rise or fall. But, these laws cannot be completely applied to the labor market. The inflexibility of the wages is a reason for unemployment on the labor market. The inflexibility of the wages is caused by many reasons, but basic reason is the fact that the labor market cannot have the same characteristic as the auction markets, that is, the price of labor cannot change rapidly under the influence of the demand/supply relation. Many administrative measures are incorporated in this market caused by the labor legislative and the collective agreements. In all democratic countries the wages are determined by the negotiations between the employers and the employees or their unions. With this, the rise of the nominal wages is conditioned by three major factors: the permanent percent of inflation (', the rise of productivity, ΔLP/LP and the cyclical fluctuations f (U - U') where U represents the permanent unemployment and U’ is the balanced percent of unemployment. The percent of permanent inflation that is taken in consideration during the negotiations for the wages has the purpose to protect the employers from the real expenses for workforce in case of inflation and to protect the real wages of the workers also in condition of general rise of the prices. Since only the nominal wages can be a subject of negotiation and with everything else unchanged both sides want to keep the real wage W/P on the desired level. Therefore central part of the negotiations for wages is full incorporation of the percent of inflation. The unions usually easily manage to include the rise of the productivity of the labor in the rise of the wages. If everything else remains unchanged, the rise of the productivity improves the profitability therefore the unions usually have success in their demand - the rise of the wages to follow the rise of the labor productivity. Analyzing the third elements that influences the flexibility or the changes of the wages, the practice shows and the theory confirms that the balance of the power of the union and the employers during the negotiations changes. When the employment rises the bargaining position of the unions improves, they manage to win agreements for higher wages. Contrary, when employment decreases the unions are weaker and more concerned for the employment than for the level of the wages.

The unemployment rate is a significant indicator for the stability of the national economy. The unemployment causes great damages on the modern market economies. The expenses caused by the unemployment can be considered as expenses of the economy, social expenses and expenses of the national budget. The economy expenses of the unemployment can be viewed in relation to the movement of the GDP, its long term trend in periods of recession and crises in the market economies. It’s hard to measure the social expenses of the unemployment. They are in relation with various psychological and even physical traumas suffered by the people that got fired or are unable to find a job for a long period of time. The unemployment is highly traumatic condition for many people that causes high stress level, feeling of uselessness, lack of self-respect, disappointment, depression, anxiety and etc. and even functional organic disorders like high blood pressure, insomnia, digestive problems and etc. All this together can cause family fights, divorces, suicides, crime and other forms of delinquent behavior. The expenses of the state budget on account of the unemployment occur because of several reasons but mainly because of the social transfers the state most provide for the unemployed and because of losing of the income taxes that people that lost their jobs now cannot pay. The annual expenses from the budget of Great Britain caused by unemployment are estimated to be between 8,000 and 9,000 GBP per one unemployed in the 1990s. Considering that the unemployment in this period is almost 3 millions, the total annual expenses are estimated at 24 to 27 billion GBP (Harwick P., Khan B., Langmead J., 1994, p.492).

The unemployment and the problem of poverty

The unemployment is in a direct connection to the level and structure of the personal and public consumption i.e. the level of living standard and the problem of poverty.  There is not too much to mention that since the beginning of the transition process in Macedonia, there was continuously declining level of living standards and permanent problem of the level of unemployment. It was a consequence of the long recession that the Macedonian economy was in, and in recent years this process has been further stimulated by the impact of the global economic crisis. The rates of GDP have its direct reflection on the level of living standards. Republic of Macedonia in a longer period realized low rates of gross domestic product (GDP) growth. After independence in 1991 due to the processes of social transition and transformation of ownership, as well as for the loss of markets in the former Yugoslav federation, to 1995 growth rates were negative. In the period from 1996 to 2000 the growth rate of GDP was moving in a positive direction at the level of 1.2% to 4.5%, or an average for the same period was 2.3% per year. Conflict in 2001 affected the growth rate to be negative and amounted to -4.5%. In 2002 begins a positive GDP growth of 0.9%, which in 2003 amounted to 2.3%. From 2004 to 2008, GDP growth rates ranging level above 4% (4.1%, 4.1%, 4.0%, 5.9% and 4.9%). In terms of the negative trends of GDP and reducing living standards, it is logical the emergence of the poverty problem. However, population stratification and poverty phenomenon may be the result of the distribution. The emergence of poverty in Macedonia as a country in transition should be sought at first in the changes which have occurred in the distribution of income of the population and of course in the labor mobility. As a result, Macedonia experienced a major shift in the social structure of the population. Basically, population transfers are directed towards the bottom of the social pyramid, while sharp its peak.

Determining the term poverty, Eurostat definition is used, according to which: for poor people are considered persons, families and groups of persons whose resources (material, cultural and social) are at a level that excludes them from the minimum acceptable manner of living in the country in which they live. According to the State Statistical Office data, in 2011, the percentage of poor people in the Republic of Macedonia was 30.4%. The poverty depth index for the same year is amounted to 9.3%. Analyzed by profiles, the most vulnerable groups are multi-member households, bearing in mind the fact that 48.5% of the poor people live in households with five and more members. The education of the household head influences the number of poor people; namely, 54.6% of the poor live in households where the head of the household has no, or at most primary education. The rate of poverty among the unemployed is higher and is 40.7%, i.e. 46% of all poor people are unemployed (State Statistical Office, Republic of Macedonia, News Release No: 4.1.12.50, 11.07.2012, p.1). This confirms the relationship and impact of unemployment and poverty, so the solution of one problem largely affects the solution of the other.
Table 1. Relative poverty by economic status of household members, 2009-2011
70% of median equivalent expenditures 

	
	2009
	2010
	2011

	
	Head  Count 

Index
	Poverty 

Gap Index
	Composition 

of poor


	Head  Count 

Index
	Poverty 

Gap Index


	Composition 

of poor


	Head  Count 

Index
	Poverty 

Gap Index


	Composition 

of poor



	Total
	31.1
	10.1
	100.0
	30.9
	10.9
	100.0
	30.4
	9.3
	100.0

	Unemployed
	40.5
	13.7
	42.7
	41.8
	16.0
	44.8
	40.7
	14.1
	46.0



	1 worker
	32.5
	10.4
	33.8
	30.5
	10.1
	32.8
	30.0
	8.4
	31.8

	2 workers 

and more
	21.0
	6.4
	23.5
	20.6
	6.6
	22.3
	20.2
	5.3
	22.2


Source: State Statistical Office, Republic of Macedonia, News Release No: 4.1.12.50, 11.07.2012, p.3
Poverty analysis for the period from 1997 to 2011 (Table 2.) shows that in fifteen years period the average poverty rate is 27.2% and that about a quarter of Macedonia's population fall into the category of poor during the whole analyzed period.

Table 2. Poverty Analysis for the period from 1997 to 2011

	Poor people of the total population

	year
	Poor people in %
	year
	Poor people in %

	1997
	19,0
	2005
	30,0

	1998
	20,7
	2006
	29,8

	1999
	21,0
	2007
	29,4

	2000
	22,3
	2008
	28,7

	2001
	24,6
	2009
	31,1

	2002
	30,2
	2010
	30,9

	2003
	30,2
	2011
	30,4

	2004
	29,6
	
	


Source: According to the State Statistical Office
Living below the poverty threshold, which occurs in a number of citizens reflects an inability to settle their basic needs, or to cover the cost of normal living (electricity, water, etc.). Energy poverty also occurs which means that the household is unable to provide the energy needs in order to provide a decent life and equal opportunities in a given society and space. The first calculations of poverty rates dating from 1996, while the first policy documents (such as the National Strategy for Poverty Reduction [Ministry of Finance (2002) National Strategy for Poverty Reduction in the Republic of Macedonia, Skopje]), are published in 2002.

In any case, the "treatment" of the poverty problem requires its precise definition and measurement. Poverty can be defined as a condition in which needs are not properly provided, or if households lack resources for meals, activities, and living conditions and arranging, that are commonly or widely supported and approved by the society to which they belong. Numerous analyzes show that poverty in Macedonia has the following features: it is primarily with rural inclinations present in agricultural households, more present in households with more members, most of which with low education and unemployment. So, as risk groups of the population who are "socially vulnerable categories" are: unemployed, socially disadvantaged households, pensioners and farmers. It is also characteristic that poor households in Macedonia more suffer from the 'unemployment syndrome', rather than 'the syndrome of low earnings'.

Trying to deal with this problem, in Macedonia has been adopted and implemented National strategy to reduce poverty and social exclusion in the Republic of Macedonia 2010-2020. Based on this strategy, the main strategic goal for reducing poverty and social exclusion in the Republic of Macedonia is:

Reduction of poverty and social exclusion in the Republic of Macedonia through better use of available human and material resources, improve living conditions, work conditions and social conditions for all citizens, systemic and institutional collaboration in a function of faster development, higher living standards and better living (National strategy to reduce poverty and social exclusion in the Republic of Macedonia 2010-2020, p.4).
The unemployment in the Republic of Macedonia

The unemployment the Republic of Macedonia has to deal with has dynamic and structural characteristics, and distinguishes itself as a serious problem. The unemployment problem has been existed for a long period of time with a tendency of continued growth, but it has reached culmination in the period of the transition.

The unemployment in Macedonia is characterized by tendency of permanent growth in the past several decades. Starting from the 1970s, it moves around 1/5th of the entire workforce. This tendency continues in the 1980s, and more substantial changes occur during the transition process in 1990s. In the period between 1981 and 1989 the number of unemployed has risen for 23,755 persons, or 18.7% (Table 3). 

Table 3. Numbers and structure of the unemployment in R. Macedonia

	Year
	Number:
	Structure in %
	Basic index of the total unemployment
	Rate of unemployment

	
	Total
	Previously employed
	First time employees
	Previously employed
	First time employed
	
	Total
	Men
	Women

	1981
	126.645
	27.594
	  99.051
	21,8
	78,2
	100,0
	22,3
	15,8
	33,6

	1989
	150.400
	34.072
	116.328
	22,7
	77,3
	118,8
	22,1
	17,8
	28,5

	1990
	156.323
	26.910
	129.413
	17,2
	82,8
	123,4
	23,0
	18,8
	29,4

	1991
	164.816
	35.222
	129.594
	21,4
	78,6
	130,1
	24,5
	20,1
	31,5

	1992
	172.089
	36.189
	135.900
	21,0
	79,0
	135,9
	26,2
	22,1
	32,5

	1993
	174.848
	36.293
	138.555
	20,8
	79,2
	138,1
	27,7
	23,6
	33,7

	1994
	185.906
	39.060
	146.846
	21,0
	79,0
	146,8
	30,0
	25,8
	36,4

	1995
	216.222
	52.078
	164.204
	24,1
	75,9
	170,7
	35,6
	31,5
	41,7

	1996
	237.573
	61.938
	175.635
	26,1
	73,9
	187,6
	38,8
	35,0
	44,5

	1997
	252.979
	67.224
	185.755
	26,6
	73,4
	199,8
	41,7
	38,2
	46,8


Source: Calculated based on information from the Statistic Agency of R. Macedonia - SG RМ/1982, 1988, 1990, 1991, 1992, 1993, 1994, 1995, 1996, 1997 и 1998.

In the period between 1990 and 1998, as a result of the transition process, the unemployment rate has a significant growth. The tendency of simultaneous growth of both employment and unemployment stops, and these two indicators start to move in opposite directions. The number of unemployed continues to rise. The number of unemployed from 156,323 persons in 1990 has risen to 252,979 in 1997, which is an increase of 61.8%. It is important to mention that the rise in absolute numbers is 96,656 persons, which makes it around 14.000 persons per year in this period. As a result of this, the percent of unemployment has significantly risen from 23.0% in 1990 to 41.7% in 1997. (In the calculation of the percent of unemployment in the total number of employed the self-employed people are also included). The cleansed evidence of the Employment Agency of the Republic of Macedonia shows that the number of unemployed persons in 1998, in the period of April-December has decreased from 275,232 to 258,928. In lack of appropriate data about the number of employed, as an illustration we can use the percent of unemployment which in April has reached 44.0% (the registered number of employed persons in April (315,525) is increased for 35,000 including the self-employed people.) Great differences can be noticed in the number and in the structure of the persons who are registered to seek work from aspect of their status - previously employed and persons who first time look for a job. Both categories have absolute growth, which is bigger in the first category compared to the second. In the first period the number of previously employed persons is increased for 23.5% and in the second period the increase is a stunning 149%. The increase of the number of the person that looks for a job for a first time is 17.4% and 43.5% respectively. These movements have contributed for change of the relative participation of the analyzed percents in the total number of unemployed after which still the percent/number of the persons who look for a job for a first time is dominant. The percent of unemployment is a solid analytical indicator for the degree of the employment of the available workforce and in that context it’s a good indicator for evaluation between the countries: For instance, countries with smallest unemployment rate in this period, from the group of developed countries are: Japan (2.5%), Austria (4.2%), Switzerland (4.5%), Sweden (8.2%), Germany (8.9%), Canada (11.2%) and France (11.7%).

As for the post-socialistic countries it should be mentioned that there are significant differences that come out not only from the method of calculation of the unemployment rate but from the stage of transition and the chances for employment also. For instance unemployment in the mentioned period ranges from 3.5% in The Czech Republic, 5.8% in Latvia, and is relatively higher in Hungary (12.1%), Slovakia (12.7) and Poland (16.4%). In Albania the unemployment rate was 19.5% and this number includes only the officially registered unemployed. From the ex Yugoslav republics in 1993 Slovenia has relatively lower rate of unemployment (9.1%).

In beginning of the 21st century the condition of the unemployment in Macedonia hasn’t changed significantly. The absolute number of unemployed continues to rises and it was 261,711 persons in 2000; 256,196 in 2001 and 263,483 in 2002. It’s a perturbing fact that, if unemployment is analyzed by its length, biggest part belongs to the group of people who wait for a job longest, those who are unable to find job for four years or more. Their number in 2000 was 154,982, that is 60.4% of all unemployed; in 2001 it was 170,570 persons, 64.8% and in 2002 165,365 persons or 62.8% (Table 4).

Table 4. Unemployed in R. Macedonia by the length of the unemployment

	Length of unemployment
	2000
	2001
	2002

	
	total
	%
	total
	%
	total
	%

	Total:
	261,711
	100
	263,196
	100
	263,483
	100

	Up to 1 month
	12,451
	4,8
	8,960
	3,4
	5,991
	2,3

	2-5 months
	12,336
	4,7
	11,592
	4,4
	15,373
	5,8

	6-11 months
	18,834
	7,2
	14,042
	5,3
	19,431
	7,4

	12-17 months
	12,108
	4,6
	15,490
	5,9
	10,837
	4,1

	18-23 months
	20,407
	7,8
	13,844
	5,3
	15,681
	5,9

	2 years
	3,195
	1,2
	2,473
	0,9
	3,064
	1,2

	3 years
	24,399
	9,3
	26,225
	10,0
	27,740
	10,5

	4 years and more
	157,982
	60,4
	170,570
	64,8
	165,365
	62,8


Source: The Statistic Agency of R. Macedonia - SG, R.M. 2003

The figures presented so far show beyond doubt that the problem with unemployment in Macedonia by its character is structural and cyclic, and cannot be in solved with flexibility of the wages because Macedonia is a typical example of a developing country. With the frame program for economic development and reforms “Macedonia 2003” two types of measures were planned for overcoming of the unemployment: (1) continuing with the support of the enterprises that work with a loss; and (2) conducting an active policy on the workforce market.

The unemployment problem remains actual in the upcoming period too. As is apparent from the data listed in the following table and graph derived from it, although it has a slight decrease, unemployment is consistently above 30%. It indicates its structural character and the need for systemic measures for its mitigation.

Table 5.  Unemployed in the period 2003-2010
	
	2003
	2004
	2005
	2006
	2007
	2008
	2009
	2010

	Labour Force
	

	Total
	860 976
	832 281
	869 187
	891 679
	907 138
	919 424
	928 775
	938 294

	Men
	519 133
	506 863
	523 275
	543 830
	548 141
	561 705
	570 698
	575 349

	Women
	341 843
	325 418
	345 912
	347 849
	358 998
	357 719
	358 077
	362 945

	Unemployed
	

	Total
	315 868
	309 286
	323 934
	321 274
	316 905
	310 409
	298 873
	300 439

	Men
	191 850
	186 223
	191 096
	191 856
	189 306
	188 222
	181 366
	183 426

	Women
	124 018
	123 063
	132 838
	129 418
	127 599
	122 187
	117 508
	117 013

	% Unemployed
	

	Total
	36.7
	37.2
	37.3
	36.0
	35.0
	33.8
	32.2
	32.0

	Men
	37.0
	36.7
	36.5
	35.3
	34.5
	33.5
	31.8
	31.9

	Women
	36.3
	37.8
	38.4
	37.2
	35.5
	34.2
	32.8
	32.2


Source: Calculations according to the data from the Statistical Year Book of the Republic of Macedonia, 2011, p. 254
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Figure 1. Unemployed in the Republic of Macedonia in the period 2003-2010

Table 6. Unemployed persons by duration of unemployment, 2008-2010
	
	2008
	2009
	2010
	2008
	2009
	2010

	Total
	310 409
	298 873
	300439
	100%
	100%
	100%

	Up to 1 month
	10 842
	10 004
	9968
	3.5
	3.3
	3.3

	2 - 5 months
	19 722
	23 806
	20935
	6.4
	8.0
	7.0

	6 - 11 months
	16 290
	20 431
	19238
	5.2
	6.4
	6.4

	12 - 17 months
	16 470
	17 714
	19614
	5.3
	6.5
	6.5

	18 - 23 months
	12 991
	12 227
	15465
	4.2
	5.1
	5.1

	2 years
	2 562
	2 000
	2632
	0.8
	0.9
	0.9

	3 years
	23 132
	21 922
	22841
	7.5
	7.3
	7.6

	4 years and more
	208 401
	190 768
	189747
	67.1
	63.8
	63.2


Source: Adjusted according to the Statistical Year Book of the Republic of Macedonia, 2011, p.262
Particular concern about the conditions in the unemployment situation in Macedonia is the fact that most of the unemployed (60%) have been unemployed for more than 4 years. That refers to the structural nature of unemployment, as a form of unemployment. Structural unemployment is a form of unemployment resulting from a mismatch between demand in the labor market and the skills and locations of the workers seeking employment. Even though the number of vacancies may be equal to, or greater than the number of the unemployed, the unemployed workers may lack the skills needed for the jobs, or they may not live in the part of the country or world where the jobs are available. In the case of the Republic of Macedonia the mismatch is about the numbers in a supply and demand on the labor market. Structural unemployment usually is a result of the dynamics of the labor market, automation, modernization, technical progress etc., and means displacing unskilled workers or unneeded workers. Many of these displaced workers are "left behind" due to costs of training and moving, inefficiencies in the labor markets, such as discrimination or monopoly power, or because they are unsuited for work in growing sectors. Structural unemployment is hard to separate empirically from frictional unemployment, except to say that it lasts longer. Structural unemployment may also be encouraged to rise by persistent cyclical unemployment. The implication is that sustained high demand may lower structural unemployment. Structural unemployment is generally considered to be one of the “permanent” types of unemployment, where improvement is possible only in the long run. This again points to the conclusion of structural and systemic changes in order to overcome unemployment as significant macroeconomic problem.
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Figure 2. Unemployed by duration of unemployment 2008-2010

According to the Labour Force Survey, the number of employees in Q-1-2012 compared to the same quarter of the previous year decreased by 0.9%. As a result, the number of unemployed in Q-1-2012 compared to the same quarter of the previous year is higher by 0.9%. Active population in Q-1-2012 increased by 0.4% on a quarterly basis, i.e. decreased by 0.3% on an annual basis. The employment rate in Q-1-2012 is 38.6%, which is a slight increase compared to the previous quarter, when it was 38.5%. The unemployment rate in Q-1-2012 is 31.6%, and is lower by 0.2 percentage points compared with the previous quarter, and 0.4 percentage points higher compared to the same quarter last year. Active population in Q-1-2012 represents 56.4% of the total working population (Quarterly Economic Report K-1-2012, Ministry of finance, Republic of Macedonia, p.4).

Table 7. Labour force and activity rates
	
	Total                  population    
	Labor Force
	Activity rate
	Employment rate
	Unemployment rate

	
	
	Total
	Employed
	Unemployed
	
	
	

	2010
	1 648 522
	 938 294
	 637 855
	 300 439
	56.9
	38.7
	32.0

	2011
	1 656 215
	 940 048
	 645 085
	 294 963
	56.8
	38.9
	31.4

	2011/II
	1 655 188
	 936 256
	 642 809
	 293 448
	56.6
	38.8
	31.3

	2012/I
	1 667 862
	 941 019
	 643 668
	 297 351
	56.4
	38.6
	31.6

	2012/II
	1 669 368
	 942 420
	 648 200
	 294 220
	56.5
	38.8
	31.2


Source: NEWS RELEASE No: 2.1.12.28, State Statistical Office, Republic of Macedonia, 17.09.2012
The unemployment in Europe

As a consequence of a latest economic and financial crisis, Europe is faced with very high unemployment rates. In June 2012, an estimated 25.1 million people were unemployed in the EU, according to official figures released by Eurostat, the Luxembourg-based statistical office of the European Union. A whopping 17.8 million of the total unemployed are in the euro zone, the highest level since the 17-nation group was formed in 1999. The unemployment increases by month to month, so Eurostat estimates that 25.466 million people in the EU-27, of whom 18.196 million were in the euro area (EA-17), were unemployed in August 2012. Compared with July 2012, the number of persons unemployed increased by 49.000 in the EU-27 and by 34.000 in the euro area. Compared with August 2011, unemployment rose by 2.170.000 in the EU-27 and by 2.144.000 in the euro area. Therefore, poverty as a phenomenon that is closely related to unemployment is becoming a serious problem for Europe. Unemployment and the inability of existence despite economic, imposes numerous emotional and psychological trauma and even suicide cases.

The euro area seasonally-adjusted unemployment rate was 11.4 % in August 2012, stable compared with July; it was 10.2 % in August 2011. The EU-27 unemployment rate was 10.5 % in August 2012, also stable compared with July; it was 9.7 % in August 2011.
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Figure 3. Unemployment rates, seasonally adjusted, August 2012 

(Eurostat, European Commission, http://epp.eurostat.ec.europa.eu/statistics_explained/index.php?title=File:Unemployment_rates,_seasonally_adjusted,_August_2012.png&filetimestamp=20121001121813) 
Among the Member States, the lowest unemployment rates were recorded in Austria (4.5 %), Luxembourg (5.2 %), the Netherlands (5.3 %) and Germany (5.5 %), and the highest rates in Spain (25.1 %) and Greece (24.4 % in June 2012). In August 2012, the unemployment rate was 8.1 % in the USA and 4.1 % in Japan. Compared with a year ago the highest increases in an unemployment rate were registered in Greece (17.2 % to 24.4 % between June 2011 and June 2012), Cyprus (8.0 % to 11.7 %), Portugal (12.7 % to 15.9 %) and Spain (22.0 % to 25.1 %).

The following table provides an overview of the unemployment rates in the period 2000-2011 in the EU Member States, in the euro-zone countries, Macedonia, some of the countries to which it is targeted labor migration from Macedonia, some neighboring countries and the United States.

Table 8. Unemployment rate, 2000-2011

	
	2000
	2001
	2002
	2003
	2004
	2005
	2006
	2007
	2008
	2009
	2010
	2011

	EU-27
	8.7
	8.5
	8.9
	9.0
	9.1
	9.0
	8.2
	7.2
	7.1
	9.0
	9.7
	9.7

	Euro area
	8.5
	8.1
	8.4
	8.8
	9.0
	9.1
	8.5
	7.6
	7.6
	9.6
	10.1
	10.2

	Bulgaria
	16.4
	19.5
	18.2
	13.7
	12.1
	10.1
	9.0
	6.9
	5.6
	6.8
	10.2
	11.2

	Denmark
	4.3
	4.5
	4.6
	5.4
	5.5
	4.8
	3.9
	3.8
	3.3
	6.0
	7.4
	7.6

	Germany
	7.5
	7.6
	8.4
	9.3
	9.8
	11.2
	10.3
	8.7
	7.5
	7.8
	7.1
	5.9

	Greece
	11.2
	10.7
	10.3
	9.7
	10.5
	9.9
	8.9
	8.3
	7.7
	9.5
	12.6
	17.7

	Italy
	10.1
	9.1
	8.6
	8.4
	8.0
	7.7
	6.8
	6.1
	6.7
	7.8
	8.4
	8.4

	Macedonia
	32.2
	30.5
	31.9
	36.7
	37.2
	37.3
	36.0
	35.0
	33.8
	32.2
	32.0
	31.4

	Netherlands
	3.1
	2.5
	3.1
	4.2
	5.1
	5.3
	4.4
	3.6
	3.1
	3.7
	4.5
	4.4

	Slovenia
	6.7
	6.2
	6.3
	6.7
	6.3
	6.5
	6.0
	4.9
	4.4
	5.9
	7.3
	8.2

	Croatia
	/
	/
	14.8
	14.2
	13.7
	12.7
	11.2
	9.6
	8.4
	9.1
	11.8
	13.2

	United States
	4.0
	4.8
	5.8
	6.0
	5.5
	5.1
	4.6
	4.6
	5.8
	9.3
	9.6
	8.9


Source: Eurostat and State statistical office of RM
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Figure 4. Unemployment rates

As is evident, Macedonia has sweeping highest unemployment rates which, despite some fluctuations over the years, remained above 30% of the working population. 

In 2000 slightly below 9% of the total labor force in the EU-27 were unemployed. That means 8.5% in early 2001 before rising back by the middle of 2002, through until the middle of 2005. From 2005 there was a period of several years of steadily declining unemployment within the EU-27. By the first quarter of 2008, EU-27 unemployment hit a low rate of 7.6 %, before rising sharply in the wake of the economic crisis. In 2010 and 2011 the average unemployment rate in the EU-27 was 9.7 %, the highest annual rates recorded since the start of the series in 2000. The unemployment rate in the euro area followed roughly the same trend as in the EU-27. However, between 2000 and the middle of 2004 the unemployment rate in the euro area was below that recorded in the EU-27. This pattern was subsequently reversed as unemployment declined more rapidly in the Member States which do not yet have the euro between 2005 and 2008. During the economic crisis, unemployment increased at a considerably pace, as in the EU-27. While in the EU-27 the growth in unemployment slowed down in 2011, the average unemployment rate for the EA hit 10.2%, the highest rate since 1999. In 2000, the unemployment rate in the United States was around 4%, considerably lower than in the EU. It remained much lower until early 2008, when unemployment started to increase rapidly. By the middle of 2009, the unemployment rate in the United States had reached the same level as in the EU, and the annual average rate in 2009 was higher in the US than in the EU-27. In 2010 and 2011, annual average unemployment rates in the US, while still comparatively high, dropped again below EU-27 levels (In accordance of Eurostat data).
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Figure 5. Unemployed persons, in millions, seasonally adjusted, EU-27 and EA-17, January 2000 – August 2012 

(Eurostat, European Commission, http://epp.eurostat.ec.europa.eu/statistics_explained/index.php?title=File:Unemployed_persons,_in_millions,_seasonally_adjusted,_EU-27_and_EA-17,_January_2000_-_August_2012.PNG&filetimestamp=20121001121904)
Conclusions

(Causes and consequences of unemployment – 
available measures to overcome it)

Unemployment in general may have cyclical or structural nature. Determining the nature of the unemployment is an essential point in direction of defining the measures to overcome it. Unemployment in Macedonia doesn’t show significant cyclical characteristics, and therefore as the main reasons for its existence can be stated:

· Differences between low demand and high supply of labor on the labor market;

· Education and training systems; and

· Employer’s preference for people with work experience (Multiannual Operational Programme "Human Resources Development" 2007-13, IPA Component IV, p.27).
That means the practical application of the Beveridge curve in the process of connecting vacancies and unemployed workers. One of the moments for not switching of the supply and demand in the labor market as a specific market is the lack of information. In this regard, it is necessary to improve the information about open vacancies, usually by opening agencies that will mediate the meeting of supply and demand. Another form of conditions mitigation could be by increasing the adaptability of the working abilities of the unemployed through programs for additional education, training and retraining, as well as by increasing geographical mobility of unemployed and business entities.

In terms of the mismatch between the supply and demand on the labor market, i.e. low demand and high labor supply (unemployment), there is no position for pressure on the size of the wages as the labor price. That condition produces inefficiencies in the labor market and low wages, which is in close connection with poverty. Efficiency of labor markets is enhanced when workers leave the work for which the relative wage lags and go on to better paying jobs. Such a change can cause a series of successive changes: change of residence, developing new social connections, retraining etc., which can cause resistance to changes. Resistance and rejection of changes have unemployment as a direct consequence. Active policy on the side of the labor supply should be directed towards developing programs for motivation of the adjustment process and reducing the non stimulating factors in this process. But, the problems on the side of the labor supply only exist to the extent that unemployment is voluntary and reflects the preferences of the unemployed. On the other side, the extent to which unemployed are really "no engaged resources", they represent a missed opportunity and reason for the deviation of real from potential GDP. That means there is a need for the analysis of many other reasons why those who are willing to work at current wages are not able to do it. 

Such thinking makes the concept of "full employment" on the labor market only theoretical model. To some extent, unemployment is efficient reply to economic circumstances. But, the existences of frictional unemployment as well as the specifics of the labor force and the labor market are inconsistent with the concept of "full employment". What is needed is a determination of the level of balanced unemployment and having active labor market policies, or programs for creating new jobs, developing small and medium enterprises, self-employment stimulating, subsidizing targeted jobs, retraining programs, programs for supporting relocations and socialization in the new environment, programs for the initial engagement of young people in their first job and so on. But, the limitations of the active policy on the labor market in conditions of massive structural changes have to be in mind, which means that the active policy cannot solve alone the major problems of unemployment. 
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