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Abstract
Economic growth improves economic and social welfare in the long-time but may leave out a body of people who are faced with situations of poverty in the short- time due to business fluctuations and economic cycles.

In the paper we research relation between employment and poverty. The weakness of employment is the main cause of poverty. How does poverty relate to work? A growing economy reduces poverty by creating more jobs and higher incomes. So employment is the main source to social inclusion and reducing poverty. But employment provides more than just an income - it integrates people in a social framework. So, the main aim of the paper is suggest solutions with regard to improvement employment and alleviating poverty.  

Unlike poverty, there is no “official” definition of social exclusion and no consensus as to any indicators that might measure the scale of the phenomenon. Exclusion is more a process than a state. Often, it is the result of a sequence of unfavorable events. The first of these is sometimes the loss of a job, which can be accompanied by increased difficulty in finding somewhere to live and a breakdown of social ties (family and friends). 

In the paper we interest to poor people according to their labor-market status. Economics of unemployment suggests a mismatch between supply and demand. People who are unemployed want to have a job but they are unable to find one. The most natural starting point for an economic analysis of unemployment is therefore the labor market. The flows into unemployment from employment, the flows from employment to unemployment, average unemployment duration and job protection are matter. 

Job insecurity, involving alternating periods of employment and non-employment, exposes people to poverty. Job insecurity is not to be confused with job instability, which describes a break in the link between an employee and a firm, but which may be followed by very rapid re-employment in another job.

Who do government intervene in labor market? What are common forms of government intervention in labor market? Income inequality, discrimination in the marketplace leads to unemployment and poverty. Discrimination leads to an inefficient allocation of resources and results in production levels that lie inside the production possibilities curve. This paper analyses government opportunities to lower poverty and inequality further through social and labour market policies.
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1. Economic growth, economic and social welfare, jobs, 
unemployment and poverty

1.1. Macroeconomics of growth

Why do countries grow? The macro economy is very complicated. Overall economic performance depends on billions of decisions made daily by millions of people. The aggregate production function combines an economy’s physical capital stock, labor hours, human capital, and technology to produce output (real gross domestic product [real GDP]).



 

Figure 1. Macroeconomic factors for economic growth
Source: Macroeconomics: Theory Through Applications, By Russell Cooper and Andrew John ,  Flatworld  knowledge, digital version 1.0., 2011.

Growth in a closed economy is due to increases in capital, human capital, and technology all lead to increases in output. In general, economies grow because of increases in capital, technology, human capital, and the workforce. In a closed economy, investment equals national savings. In an open economy, investment equals national savings plus inflows of funds from abroad. So in an open economy, growth in the capital stock and hence output growth can be financed both by domestic savings and borrowing from other countries.

Every country is unique. Each nation’s history, both political and cultural, helps economists understand why this particular nation has not developed and what policies offer the best hope for its development. Generally the factors that impede development are political or social. The political factors include a lack of administrative skills, instability, corruption, and the ability of special interest groups to block changes in economic policy. The social obstacles include a lack of entrepreneurs and rapid population growth. Cultural traditions and attitudes can work against economic development (Boyes, W., Melvin, M., 2011, Chapter 17, Development economics, p. 378-398.). 

In this sense, the main characteristic of the world economy is global prosperity and global poverty.  Real GDP per person in the United States (a) is substantially larger than (b) real GDP in India and Niger. The growth experiences of the three countries are also very different. By world standards, India is a long way from being the poorest country. In 1960, Niger was richer than India on a per person basis. But in the following half century, Niger became poorer, not richer, GDP per person decreased by almost 30 percent. India in 2009 was six times richer than Niger. This is why the study of economic growth matters.

· Differences in real GDP across countries can come from differences in population, physical capital, human capital, and technology.

· After controlling for differences in labor, physical capital, and human capital, a significant difference in real GDP across countries remains.

We would like to know how much these different inputs contribute to overall economic performance. To get some sense of this, we look at some rough numbers for the United States, India, and Niger. We carried out this exercise using data from 2005, but the fundamental message does not depend on the year that we have chosen; we would get very similar conclusions with data from any recent year. 

Table 1.  Real GDP in the developed economy, emerging economy 
and LDcS economy under different circumstances

	
	USA (developed economy)
	India (emerging economy)
	Niger (LDsC economy)

	Real GDP in 2005 (billions of 2003 US$
	10.205 (100%)
	3.138 (30,8%)
	9 (0,09%)

	Real GDP in 2005, if all three Countries had the same workforce
	100 %
	14,45%
	0,87%

	Real GDP in  2005, if all three Countries ad the same workforce and physical capital stock
	100%
	29,99%
	12,8%

	Real GDP in 2005, if all three Countries had the same workforce, physical capital stock, and human capital stock
	100%
	50,7%
	27,0%


Source: (Russell Cooper and A. Andrew John – Macroeconomics, Theory through Applications, and author’s calculations
1.2. Jobs in macroeconomics

Employment and unemployment are ideas that most of us are familiar with. Our personal experiences, and those of our parents and friends, help us understand the basics of employment and unemployment. Workers want to find a job that they enjoy, fits their skills, and pays well. It is also not easy for prospective employers: they want to find someone who is suitably skilled, will work well within the firm, and is not too expensive. The challenge is to match workers and jobs: the worker needs to be suited to the job, and the job needs to be suited to the worker. Also, the process of matching does not happen just once. As time passes, worker’s skills, ambitions, and choice of occupation may change. As time passes, your employers so do – they also needs change. Workers may wish, and have to move to another city, or municipality. The employers so do - they may want to move business (and worker job) to another city. Most people do not spend their entire lives in one job, in one place. 

A schematic representation of this process is shown in figure no.2.




Figure 2: A schematic presentation of employment transitions 
over people lifetime
Source: Macroeconomics: Theory Through Applications, By Russell Cooper and Andrew John ,  Flatworld  knowledge, digital version 1.0., 2011

Unemployment suggests a mismatch between supply and demand. The people who are unemployed want to have a job, but are unable to find one. In economic language, they are willing to supply labor but cannot find a firm that demands their labor. The most natural starting point for an economic analysis of unemployment is therefore the labor market. The labor market brings together the supply of labor by households and the demand for labor by firms. In a perfectly functioning labor market, the unemployment rate would be zero.

The unemployment rate for young workers is higher than for older workers. In general, the longer someone has been in the workforce, the more information is available to potential new employers. Also, experienced workers have a good understanding of the kinds of job that they like. Just the opposite is more likely in the labor market for young workers. Firms know relatively little about the young workers they hire. Likewise, young workers, with little employment experience, are likely to be very uncertain about whether or not they will like a new job. 

In the United States, labor markets are relatively flexible. It is relatively easy for firms to hire and fire workers, and it is relatively easy for workers to move between jobs. This brings many benefits to the economy as a whole. In Europe, labor markets tend to be more rigid. Minimum wages are often higher, unemployment insurance is more generous, and the costs of hiring and firing workers are greater. 
As a consequence, European countries are typically characterized by higher unemployment than the United States. In addition, unemployment duration tends to be longer: workers who become unemployed tend to take longer to find a new job. 

1.3. Inequality, discrimination and poverty

In this part of the work, we looked at three issues related to the question of fairness: income inequality, poverty, and discrimination.

The distribution of income around the world has become more unequal in the last four decades, not only in less developed countries but also in the developed, industrialized economies. In developed societies, among the factors contributing to increased inequality have been changes in family structure, technological change, and tax policy. How unequal is income distribution? To answer this question, we must first answer some subsidiary questions: How unequal are the incomes of the poor, the middle class and the rich; blacks and whites; males and females (Female labor in the Republic of Macedonia is relatively less paid compared to the male labor. This is due to the higher expenditures for female labor related to paid maternity leave.); citizens of different religion and immigrants? The question is not only how more, but how much more?

Important aspect of distribution of income is the question about equity and efficiency.  First of all, we consider what a fair and just distribution of income would be, and then we’ll talk about how income distribution affects the efficient operation of our economy. How does income distribution affect our economic efficiency? What would an equal distribution of income do to work incentives? Would everyone work hard if he had end up with exactly the same income as a lot of people who just sat at home and waited for their checks? Two of the things that make market economy go are the carrot and the stick. The carrot is all the money worker can make by working hard. And the stick is that if worker don’t work, he don’t eat (Slavin, Stephen L., 2009, The McGraw-Hill Irwin, 17 chapter: Income distribution and Poverty, p. 415-447). 

Inequalities are transmitted across generations. Inequalities affect individuals and the economy as a whole in ways that are all the more damaging when they pass from one generation to the next and thus result in unequal opportunities. Academic failure affects the children of low-income families in particular. Disparities in academic success appear as soon as children start primary school. Poor children are more likely than others to find themselves in overcrowded accommodation or to develop health-related risks. These concrete consequences of poverty have a very negative impact on academic success. Inequalities of opportunity in the education system are not the only source of transmission of inequalities. For a given level of diploma, a strong impact of social background on jobs and future incomes restricts the returns of education for people coming from disadvantaged backgrounds. Intergenerational income mobility is not easy to measure (Jamet, S., 2007, OECD Economics Department Working Papers, No. 569, OECD Publishing).
Discrimination leads to an inefficient allocation of resources and results in production levels that lie inside the production possibilities curve (PPC) (point A). If discrimination were eliminated, the economy could increase production to a point on the PPC, such as B.
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Figure 3. Discrimination leads to an inefficient allocation of resources
Source: Principle of economics, Libby Rittenberg and Timothy Tregarthen , 2012 , 19.3. Economics of discrimination, Flatworld  knowledge, digital version 2.0. 

There is an enormous difference between the standards of living in the poorest and the richest countries in the world. Three-fourths of the world’s population lives in developing countries. These countries are often called less-developed countries (LDCs) or Third World countries. “Second World” countries are the formerly Communist countries of Eastern Europe and the former Soviet Union.

The relationship between inequality and welfare or well-being has been the subject of intense scrutiny since at least the contribution of. We underlined two channels through which inequality might affect welfare: distributive efficiency and relative versus absolute income. The distributive efficiency argument arises because of the law of diminishing marginal utility: the effect of an additional unit of income or wealth on utility is higher at the bottom than at the top of the income distribution. This argument has been extensively explored over the years in the welfare-based inequality evaluation literature with the specification of different social welfare functions, which under certain conditions, are positively related to per-capita income and negatively related to inequality. Beyond a certain level of income necessary to satisfy basic needs, individuals’ relative income besides its absolute level may affect well-being (Stiglitz, J., Sen, A., Fitoussi, J.P., 2009, Report by the Commission on the Measurement of Economic  Performance and Social Progress).

2. The labor market and unemployment

2.1. Effects of structural reforms in labor market

For government it is necessary to prevent poverty and social exclusion from developing by ensuring the proper functioning of the labor market, by ensuring that the education system efficiently prepares young people for jobs, that housing policy limits the creation of deprived “ghettos”, and by other reforms that promote a dynamic job-creating economy.

In the area of structural reforms in labor market, the main findings from the literature are the following:

1) In the long run, product market and – to a lesser extent – labor market reforms have positive effects on GDP and consumption, and also reduce unemployment.

2) However, it takes time for reforms to pay off in terms of aggregate consumption and employment. The gains from product market reforms are reaped more slowly than those from labor market reforms, although they are also typically larger for plausible changes in policy settings.

3) Some reforms can entail transitional costs. All reforms are found to stimulate GDP already in the short run, but some of them temporarily – typically for one to two years in the simulations – increase unemployment. In particular, job protection reform initially increases lay-offs more than it creates jobs, and product market reform can also temporarily lead to net job destruction as incumbents downsize and the reallocation of laid-off workers takes time. One way to minimize or even alleviate the transitional costs or the negative real wage effects of certain reforms is to implement a broad package of labor and product market reforms. 

4) Monetary policy, conducted by means of simple, empirically relevant monetary policy rules, does not appear to play a major role for the dynamic adjustment to labor market reforms. This is essentially because transitional dynamics is largely driven by firms and consumers’ expectations of the long-run effects of reforms, which do not depend on the conduct of monetary policy. Differences across monetary policy rules are especially small for labor market reforms.

Table 2. Simulated steady-state effects of various structural reforms

	
	Consumption

(in %)
	Unemployment (in

percentage points)
	Output

(in %)
	Real wage

(in %)



	Decline in barriers to entry
	6,9
	-0,8
	7,1
	6,2

	Relaxation of job protection
	0,3
	-0,5
	1
	-0,3

	Reduction in unemployment benefit 

replacement rate
	2,5
	-4,0
	2,9
	-1,1

	Strengthening of activation policy
	1,9
	-3,7
	3,4
	-0,5

	Reform package combining a 

decline in entry barriers, a 

reduction in the unemployment 

benefit replacement rate and a 

relaxation job protection
	9,5
	-5,2
	10,7
	4,6

	Decline in barriers to entry (in 

“flexible” labor markets)
	6,4
	-0,2
	6,6
	6,4

	Relaxation of job protection (in 

“flexible” product markets)
	0,2
	-0,5
	1
	-0,3

	Reduction in unemployment benefit 

replacement rate (in “flexible” 

product markets)
	2,1
	-3,4
	2,4
	-1


Source: Cacciatore, M., R. Duval and G. Fiori (2012), “Short-Term Gain or Pain? A DSGE Model-Based Analysis of the Short-Term Effects of Structural Reforms in Labor and Product Markets”, OECD Economics Department Working Papers, No. 948, OECD Publishing., page 11. 

2.2. Employment as the main source of social inclusion

Access to employment is the decisive factor for social inclusion. Income from work represents on average almost 2/3 of household income. But employment provides more than just an income; it integrates people in a social framework. As such, it has to be preferable to a situation of non-employment with the same level of resources but without integrating in society. What is more, having a job helps people to find accommodation and sometimes gives entitlement to other rights such as access to complementary health and pension schemes. 

However, poverty and unemployment do not overlap completely. Poverty being defined in terms of the household, a person can be jobless but not faced with poverty as long as the household has sufficient income. Conversely, having a job does not necessarily rule out poverty, either because the person’s earnings are insufficient to place him/her above the poverty threshold, or because the family situation and the employment status of the other members of the household do not provide the household with aggregate income above this threshold (Jamet, S. (2007), OECD Economics Department Working Papers, No. 569, OECD Publishing).

2.3. Employment and poverty

The weakness of employment is the main cause of poverty: among poor people, majority did not have a job. Nevertheless, employment is not an absolute bulwark against poverty: 1/3 of people living in poor households (2/5 for people under 65) had a job, which amounted to 5% of the population

Table 3. Unemployment and poor people in Macedonia in different years in %
	Year 
	Unemployment people as % of whole population
	Poor people as % of whole population

	1997
	36.0
	 19,0

	1998
	34.5
	 20,7

	1999
	32.4
	 21,0

	2000
	32.2
	 22,3

	2001
	30.9
	 24,6

	2002
	31.9
	 30,2

	2003
	36.7
	 30,2

	2004
	37.2
	 29,6

	2005
	37.6
	 30,0

	2006
	36.0
	 29,8

	2007
	34.9
	 29,4

	2008
	33.8
	 28,7


Source: State Statistical Office of Republic of Macedonia

Among employed people living in poverty, two groups can be distinguished: full-time all-year-round workers, who represent the majority, and workers with a low duration of employment, either part-time workers, or people having worked full-time but for less than six months. Poverty thus comes essentially from low employment, either in terms of the number of persons working in the household or in terms of low annual working time, or both. 

Job insecurity, involving alternating periods of employment and non-employment, exposes people to poverty. In such cases, they experience income fluctuations when they are no longer earning and, if they have not contributed long enough, they are not entitled to unemployment insurance. The fact is that more than a quarter of job seekers receive no compensation or social benefits. In the majority of cases, those involved are young people under the age of 25 who have not paid sufficient unemployment insurance contributions. Job insecurity is not to be confused with job instability, which describes a break in the link between an employee and a firm, but which may be followed by very rapid re-employment in another job. While instability is no doubt harder to endure than a stable relationship with the same employer, it does not necessarily entail an increased risk of poverty. What is more, it enables the labor market to adjust to fluctuations in the economic environment (CERC, 2005, La Documentation Française, Paris).

In combating poverty, policies should seek to raise the employment rate and the number of annual hours worked, rather than attempt to strengthen the ties between an employee and a particular firm.

2.4. Unemployment and why its matters

Since about fifty years ago in developed western economies, and twenty years ago in transitional economies, people often joined companies and stayed with them for life. This is very unusual today. People are likely to move between jobs several times during their lifetime before they eventual retirement. Sometimes worker may be able to move from one job to another without interruption. At other times he will be unemployed between jobs. Throughout everyone worker’s life, he is likely to face periods of anxiety and stress because of the employment uncertainties that him confront:

· How likely it is that worker will be able to retain its current job?

· If natural person lose its job, will it be able to find another job that it like?

· How long will it take to find another job?

· What should natural person do if it does not like its job?

· How will it support itself while natural person are unemployed?

This discussion makes it clear that we cannot analyze labor market policies without understanding the movements in and out of employment and unemployment. But before we can do so, we need to make sure we understand exactly what unemployment is, and what causes it. Thus we always start by carefully defining unemployment. This analysis gives us a better understanding of unemployment and, more generally, the operation of labor markets. In general spiking:

· The labor market brings together the supply of labor by households and the demand for labor by firms. If the real wage is sticky, it may be higher than the equilibrium real wage, meaning that some workers who want to work are unable to find a job. In a perfectly functioning labor market, the unemployment rate would be zero.

· Possible explanations of unemployment include rigidities in wages, the market power of unions, and incentive effects.

· In a competitive labor market, an increase in the minimum wage reduces employment and increases unemployment.

· A minimum wage could increase employment in a monopsony labor market at the same time it increases wages.

· Some economists argue that the monopsony model characterizes all labor markets and that this justifies a national increase in the minimum wage.

· Most economists argue that a nationwide increase in the minimum wage would reduce employment among low-wage workers.

Union efforts to obtain higher wages have different effects on workers depending on the nature of the labor market. When unions confront an employer with monopsony power, their task is clear: they seek a wage closer to MRP than the employer is paying. If the labor market is a competitive one in which wages are determined by demand and supply, the union’s task is more difficult. Increasing the wage requires either increasing the demand for labor or reducing the supply. If the union merely achieves a higher wage in the absence of an increase in demand or a reduction in supply, then the higher wage will create a surplus of labor, or unemployment. Higher wages once dominated the list of union objectives, but more recent agreements have also focused on nonwage issues involving job security, health insurance, provision of child care, and job safety.

2.5. Government and labor market policy

The public interest for the issues related to unemployment and poverty during the last few decades has been rather high, and justifiably so. Unemployment and especially poverty in the world could neither be solved in the short run, nor could this be done by any particular government or political group. In development of an appropriate platform for a longer term and comprehensive approach in unemployment and poverty reduction there is a need for a strong consensus between all political parties and the civic society, including representatives of the unemployment and the poor. 

Above we just maintained that the high unemployment rate is the most serious economic and social problem, and that poverty is a multidimensional problem, which, in addition to the economic issues, also includes social, political and cultural ones. Therefore, unemployment and poverty reduction cannot rely exclusively on the economic policy, but also on complex, well-coordinated measures in several areas. Still, the economic growth is a significant factor that affects unemployment and poverty. The long-term economic growth reduces poverty directly by creating new jobs and increasing the actual available household income, so decrease rate of unemployment. 

The active labor policy, undertaken by government, will encompass the three types of measures: 1) support in securing a job (information, mediation, and consultation); 2) organization of training programs (qualification, and re-qualification); 3) creation of conditions and support for direct job openings. In the case of R Macedonia, the situation with the Macedonian economy imposes limited opportunities for an active policy, due to limited job openings and insufficient budget funds for this purpose. Under such conditions, the active labor policy will be used selectively and will be directed towards certain groups of persons looking for jobs, especially those that are unemployed for longer periods (Poverty reduction strategy Macedonia 2002, chapter 3: Unemployment and the labor market).

Because of limited opportunities for an active labor policy in R of Macedonia in the future could be useful take experience from developed economies, and les developed economies. So, the strategy in reducing poverty in Chile is under three main goals (Brandt, N., 2012, OECD Economics Department Working Papers, No. 951, OECD Publishing): The first part of strategy gives an overview and assesses over recent developments in poverty, income and wage inequality in Chile. The second part discusses about the factors that will be important to consider for the Chilean government when designing its new cash transfer programs, as a major masseur for facilitates poverty and weakness in employment. The third part of their strategy address government policies that would help more Chileans finds a job of decent quality. It assesses the role of job intermediation, training programs, in-work benefits, unemployment protection and family policies for more and better jobs. France, as developed country, from the other side, in combating poverty is mainly concerned about how inequalities are transmitted across generations in the society and to increase employment as the main source of social inclusion in the state (Jamet, S., 2007, OECD Economics Department Working Papers, No. 569, OECD Publishing). Young people are particularly hard hit by poverty, the likely reason for this being the low level of hours they work and the fact that there is no minimum replacement income for young people under the age of 25. In France, in combating poverty, policies should seek to raise the employment rate and the number of annual hours worked, rather than attempt to strengthen the ties between an employee and a particular firm. It is usually acknowledged that a reasonable minimum wage can help to combat poverty by guaranteeing workers a minimum income and encouraging labor market participation (OCDE, 2006a, Employment Outlook, Paris).
We address some recommendations to government body for increase job security for all throughout working life, that understand exist of competitive labor market: 

· Co-ordinate policies to raise the minimum wage, to reduce social security contributions and to encourage employment through in-work benefits so as to combat poverty more efficiently. Ensure that the minimum wage grows more slowly than the median wage by, at the least, eliminating discretionary increases; this would reduce the relative cost of low-skilled labour and automatically reduce the cost of reductions in social contributions, which are proportional to the minimum wage, as a share of GDP. Use some of the available resources to enhance in-work benefits. Limit inactivity traps by ending the allocation of related benefits according to the type of benefit received. 

· Review the benefit system to ensure that having a job, even if only for a short time, generates additional income in relation to benefits alone. 

· Ease employment protection legislation to facilitate the move from unemployment into employment and reduce inequalities among workers. Move towards a single employment contract with employment protection that increases with length of service. Ensure that the contract provides adequate flexibility for firms to adapt to shocks and structural changes.

From the point view of Government measures and activities in labor market policy undertaken in R of Macedonia, we may be shore that there is active policy. With the development of legal and institutional framework of the labor market, the primary tasks and measures in the employment policy in the Republic of Macedonia were directed towards the active labor market policy. In all period after 1992 macroeconomic policy measures, in the field of labor market, were directed towards increasing the employment and reducing the unemployment rate, via implementing, above all, the active measures of employment. The implementation of the Welfare Project should facilitate the re-employment of the employees from the bankrupt companies who lost their jobs, employment of the unemployed persons that are without a job for more than a year, as well as of all unemployed persons who are seeking job for the first time. This was realized through different active employment programs (advice for employment, training and re-qualification, public works, advice for small businesses, regional development studies etc). 

Toward this strategic tasks led also the reforms in the vocational high-school education system also continued, which should overcome the inefficiency of the old system and adjust the knowledge and skills to the needs of the market economy via introduction of new professions and occupations. But, still tasks that will be achieved in the future are:

· Increase in labor mobility;

· Decreasing income uncertainty

· Make unemployment allowance more efficient 

In order to achieve higher flexibility in the labor market, several measurements will be undertaken to increase labor mobility. The limiting factor here can be the insufficiently developed real estate market, i.e. residential apartment market, especially apartments for rent under acceptable conditions, which will be appropriate for the income and living standard of the labor. The regional mobility of labor will also be stimulated through the improvement of the residential apartment market, i.e. real estate market by, among other measures, increasing the demand. 

In Macedonia, due to certain social and cultural characteristics, the mechanisms of informal support play an important role in alleviating the financial problems of the unemployed. This refers particularly to the role of the family, the persons unemployed for a longer period of time, especially the young population that has not had the opportunity to work yet. 

The number of unemployment allowance beneficiaries is a serious problem of social and developing character. It is known, both from theory and practice, that the longer the allowance is paid and the higher its amount, the lower the beneficiary’s motivation to look for new employment.

The income policy, or the legislative regulation of salaries, will be further used to support the other economic policy measures (the nominal anchor – foreign exchange rate, monetary and fiscal policy) in its efforts for kipping stabilization. 
Higher flexibility in the salary determination in the Republic of Macedonia is necessary because the economic stabilization policy is based on nominal anchor, in this case the foreign exchange rate. In these circumstances, a flexible salary policy and in general, flexible labor markets will enable changes in relative prices, supporting the process of adjustment of the economy (See detailed in: Poverty reduction strategy Macedonia 2002, chapter 3: Unemployment and the labor market). 
In the period of the ongoing microeconomic restructuring, despite existing of minimum wage in R of Macedonia, a more intense policy regarding minimum wage is unacceptable. The determination of minimum wage may have negative effects in the process of microeconomic restructuring and insuring more rational allocation of labor resources, directed towards their engagement in more productive objectives. Protection of the poorest workers and their families should be performed by the social policy measures. The possible problem is scares resources in Budget. 

Conclusion

This paper interested about countries opportunities to lower poverty and inequality further through social and labor market policies, whit support of knowledge in macroeconomics of economic growth . Who are recent developments in poverty, income and wage inequality? The measures discussed in this paper are mainly directed at reducing poverty. They will also contribute to reducing inequality, but since the largest inequalities come from the top of the income distribution. 

The common link among developing countries is low per capita GNP or GDP, which implies a relatively low standard of living for the typical citizen.

Poverty, which is accompanied by a loosening of social ties, can result in situations of social exclusion. Unlike poverty, there is no “official” definition of social exclusion and no consensus as to any indicators that might measure the scale of the phenomenon. Exclusion is more a process than a state. Often, it is the result of a sequence of unfavorable events. The first of these is sometimes the loss of a job, which can be accompanied by increased difficulty in finding somewhere to live and a breakdown of social ties (family and friends). The situation is made even worse when those involved are in ill health or run into problems related to alcoholism and drugs. This is a theme of combating poverty and social exclusion.

The high unemployment rate is the most serious economic and social problem. However, it should be taken into consideration that there is great number of people in typical country employed in the informal sector. The structure of unemployed, according to the waiting time, is also important and sometime atypical. The long-term unemployment (over one, two, or more years waiting for a job) dominates. Majority of the total number of unemployed are seeking their first employment. The young people dominate in the unemployment structure, as well as unskilled workers, and persons with insufficient working experience. It can be concluded that the high unemployment rate in Macedonia is not primarily due to employee lay-offs in the process of restructuring, although this form is also present. This is atypical in relation to other transition economies, where the majority of unemployed are persons with previous working experience, laid off in the process of enterprise restructuring. 

If we token about R of Macedonia, we may conclude that the Macedonian Government conducted an active unemployment and poverty reduction policy in the past period, although a comprehensive strategy lacked. This process has been based upon creation of conditions for rapid economic growth, as well as on concrete operative measures of the economic policy, and within that investment, fiscal, social, and regional development policies. 
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