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Abstract
Living standards of the population is an important factor which conditions and depends on the level of the country’s development. This paper discusses the crucial factors which condition the level of living standard, having in mind the level of the country’s development, and the distribution policy as another important factor. GDP allocation by the expenditure principle of the GDP formation, i.e. in accordance to the so-called distribution by the purpose shall determine the part of personal (individual) consumption of citizens and households (C), part for firms and household's savings or investments (I), the government expenditures (G) and some part for export (eXport-iMport). This allocation that GDP "is apportionment" for specific needs in terms of the market economy is performed under impact and application of market principles, but with more or less, directly or indirectly influence of the state. This paper elaborates mutual relations among mentioned categories, social differences, the issue of poverty, with special emphasis on personal and public consumption as the core components of the living standards, with applied analysis of the conditions and tendencies of these categories in the Republic of Macedonia.
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INTRODUCTION

Each production process and every economic activity in general, its sense find in consumption, i.e. have an aim through earning a profit for the one who organized the process, to meet specific needs in the sphere of consumption. If we take into consideration the distribution of macroeconomic aggregate categories by purpose (or for an example, if we analyze the GDP from the aspect of expenditure principle), then can be notice that two important items are personal consumption - C and public consumption - G (government). These two categories make up the current consumption, i.e. reference to the term of living standards.

Living standards is a complex concept. Basically it means: the use and enjoyment of tangible and intangible goods and services that are personally acquired or society provided. It is obvious that depending on how the material and spiritual goods and services that are the subject of enjoyment are provided, living standards can be considered as a whole made up of two parts: personal consumption and public consumption (in the last economic system was used the term social standard). Personal consumption represents that part of the standard of living that includes spending and enjoyment of tangible and intangible goods and services that are personally acquired. Social standard or public consumption means the wastage of material and spiritual goods and services provided by the state, so that citizens can use them individually or collectively without paying anything or paying only partial compensation for them.
At first regard it is clear that personal consumption regularly represents the dominant part of the living standards. A brief historical retrospect will show that during the last economic system, because of the reigning collectivist spirit, particular attention was pay to the public consumption i.e. social standard, which has been an important part of the standard of living in general. With the start of the transition process, relations are changed, so that personal consumption is becoming an essential part of living standards. This is due to the changed role of the state and public services and activities in general, i.e. the process of theirs privatization. Of course, while talking about the relationship between personal and public consumption, attention should not be concentrate solely on the historical dimension. Numerous economic schools broke spears within the intellectual struggle on the question of this relationship (although today on this issue almost a consensus is reached about the reduction of the functions of the state, and thus reduction of the public consumption). Basically schools with conservative inclinations are committed to the greater reduction in public consumption, and in this context for its limitation as an integral part of the living standards, thus giving advantage to the personal consumption. In contrast, schools with liberal inclinations solicit broader public consumption in order to ensure equal living conditions for the population.
1. CONDITIONALITY AND MEANING OF LIVING STANDARDS
Criterion of rationality in consumption is the main pillar around which in the current conditions collide different opinions of economic and social policy, regarding the relationship between personal and public consumption. On one side are considerations that require greater equality in living conditions for certain classes of the population, so insist on a greater share of public consumption, through which the state will be able to allow people free enjoyment of certain tangible and intangible goods and services (this was argument preferred within the socialistic ideology). Counter that comes from the other side is about the real danger of excessive and irrational use of certain goods and services, when they are provided free or for a symbolic charge. Since the beginning of the 80s of the previous century, begins to prevailing opinion, that ultimately should take into account the element of (not)rational spending, which basically meant (and still means): the limitation of public consumption, in order to stop the  irrational spending by the state.
An important point regarding the conditionality of the two essential parts of living standards relates to their clear and precise distinction, in order to determine the factors that condition them, and their accurate quantification. But, often in practice it is difficult to make a clear distinction between private and public consumption. There are elements of living standards that at the same time can belong to one and the other element. For example, the organization of public kitchens for the homeless is a part of public consumption, although eating as a whole is a part of personal consumption. Organizing theater performances for students from primary or secondary schools can be considered as a part of public consumption if it is funded by the Ministry of Education and Science. But, when the parents brought their children to the theater and pay tickets with their own funds, it is part of personal consumption. This kind of 'confusion' was especially present in the previous economic system, when in public consumption (social standard) were included many elements that are usually part of personal consumption (eg. the case of the society i.e. public apartments when users paid preferential rents).

2. FACTORS THAT CONDITION THE LIVING STANDARDS
Whenever talking about living standards, inevitably appear the question of factors that determine its level, among which the most essential factor is the level of the country’s economic development. The higher the level of development is the higher is the average level of living standard of the population as a whole (which of course does not exclude differences between the individual classes of the population). The higher level of economic development involves primarily greater personal consumption of tangible and intangible goods and services, but also a larger state budget as a precondition for better meeting the needs in the area of ​​public consumption. What is more important, countries with a higher level of economic development have a higher labor productivity, due to better equipment and better quality of human capital. This is a durable base for a high level of standard of living, because ultimately the standard of living depends on the achieved level of labor productivity. This kind of axiom was acknowledged even in the previous economic system in which constantly was emphasized the need to move the level of wages in relation to the achieved level of productivity. 
On the other hand, in countries with low levels of economic development, less opportunity for personal consumption exist, as the level of GDP per capita is less. Whatever the distribution of macroeconomic categories is, the budget is not able to meet all needs in public consumption. In this case, if no efforts are made to raise the level of labor productivity, there are no chances to increase the standard of living.

Macroeconomic stability in the national economy is the second factor which affects the level of living standards. It is enough to mention that the volatility of prices, i.e. high inflation can significantly erode the wages and other incomes, and that will have a negative impact on the level of the population personal consumption. Consequently, the level of wages, pensions and other incomes of the population must be compared with the price level, to get a true picture of the level of personal consumption they provide.
Allocation policy is the third factor that has adequate impact on living standards. This applies especially to developing countries, where there are many tensions in the distribution of aggregate macroeconomic categories. Of course, wages are formed on the labor market, but must not be forgotten its specifics, and the fact that there is an impact of the Unions and the state too. Within the collective negotiation, the Unions can provide higher or lower wages for workers, and thus can significantly affect the opportunities for personal consumption. On the other hand, the state in the context of fiscal policy, using taxes or other public charges, may collect more or less part of the newly created value, which will create additional minor or major opportunities to meet the needs in public consumption.

That means the basic factors that condition the living standards are as follows:

· The level of the country’s economic development (in this context we should mention labor productivity);

· Macroeconomic (in)stability in the country;

· Allocation policy, etc.
3. SOCIAL DIFFERENCES - SOCIAL UNRESTS AGAINST SOCIAL APATHY

The question of the living standards is not only of interest for economic science and economic policy. Sociology and social policy also analyze the level of living standards and the factors that determines it. This is particularly evident when analyzing the 'consequences' arising from the level of living standards, and also when studying the average standard of living transfer the subject of study to the individual classes of the population. In fact, in every country there are certain differences in the achieved level of living standards between the individual classes of the population, which in the professional terminology are known as social differences. They are particularly relevant for economic and social policy, as they may contain 'potential' for disturbing social stability in society. That means, when social differences in society increase, there is a risk of social unrest. Conversely, when they are very small or almost leveled to zero, a situation of social apathy and lack of motivation can arise. So the question is: how act the subjects of economic and social policy, having in mind social differences? Simple answer cannot be given. Social differences should be accepted as inevitable fact, especially in the conditions of market economy and private property. They arise as a result of the inventiveness, the ability of each individual and his success in the market. That's why the state should not be committed to their elimination and leveling, because it means losing the motivation for success and for improving the level of their own standard of living among individuals (even in socialism despite clearly proclaimed egalitarian aspirations, the state failed to eliminate social differences). On the other hand, their excessive expansion means increasing the contradictions in society and the danger of disruption of the social peace. Because of that, the state can only using the economic policy (primarily tax policy) to distribute tax burden according to economic power of individuals, and also using the measures of the social and economic policy to take care of creating conditions for increasing the level of living standards for socially disadvantaged individuals.
The issue of social differences is particularly popular in the period of transition, because the transition from one system to another is accompanied by changes in the level of living standards for the majority of the population. If on one side there is relatively small part of people who success ˝to handle with˝ and come out as "winners" of the transformation of the system, on the other hand there is a greater number of people who failed and because they lost their jobs, previous positions, or at least because their incomes have fallen, they reduce the level of their living standards. In this case, the state should implement such economic and social policies that will be in a function of economic development and overcoming the transition period, but in the same time to be enough equitably towards the 'losers' of the transition process.

4. LIVING STANDARD IN MACEDONIA THROUGH THE EXPENDITURE METHOD OF GDP FORMATION – THE PROBLEM OF POVERTY
Expenditure method reveals for what purposes GDP is spent. Thus GDP can be “apportionment” for specific needs as:

• Final consumption, which consist of:

· Individual (personal) consumption and
· Public Consumption.
• Gross investments, which consist of:

· Investment in fixed assets, and 

· Investment in working capital or stocks growth.
• Exports of goods and services.

Living standards and investment are intertwined concepts. Using new investments, some basic problems are solved: 

• Population growth employment;

• solving the issue of agrarian overpopulation (in poorly developed countries);

• increasing the living standard;

• reducing disparities in economic development in relation to developed countries.

If we take into consideration that countries tend to raise the level of development have a relatively large need for investments in opening new jobs, it is clear that there many problems popping up to address these issues. Having in mind the population growth and low national income in these countries, and in order to ensure employment of the population growth and to maintain constant standard of living, it is at least one tenth of national income to be allocated for investment. Resolving other issues requires this percentage to increase to half of national income. Therefore in this category of countries the minimum limit of investments can jeopardize the minimum limit of personal consumption, if not ensure maximum rationality in spending money, and if the country not get international support.

Analyzed according to the expenditure side of GDP, GDP growth in Macedonia is characterized by positive contribution of net export and domestic demand. The highest rate of real growth has been recorded by the export of goods and services, 8.9%. Lower growth of import of goods and services of 4.5% implies a positive contribution of net exports to economic growth. Moreover, there was a slowdown in real growth of foreign trade in the Quarter-2, despite high nominal steady growth over the same period, which explains the sharp rise in prices of stock products [Quarterly Economic Report K-2-2011, R.Macedonia, Ministry of Finance]. The Figure 1 shows the GDP by expenditure method for 2009, 2010 and 2011.

Figure 1. GDP by Expenditure Method - Contribution to Growth
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The positive contribution of domestic demand is the result of personal consumption, which in the Quarter-2 registered growth of 8.4%. Growth in personal consumption is in line with movements in the trade and collection of value added tax, as the growth of domestic production of consumer goods. On the other hand, public consumption registered a slight decline of 0.6% after falling of 3.2% in the previous quarter. After the growth of 60% in the previous quarter, gross investments in Quarter-2 registered negative growth of 7.5%. Indicative indicators, however, show positive trends in investments. Thus, domestic production of capital goods in Quarter-2 of 2011 recorded real growth of around 50%. Imports of investment goods registered a nominal growth of around 19%, while capital budget expenditures registered growth of around 80% [Quarterly Economic Report K-2-2011, R.Macedonia, Ministry of Finance: 4].

Actual level of living standard in Macedonia will be analyzed indirectly by analysis of personal and public consumption, i.e. their level and structure. 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. 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, in 2008 the percentage of poor in the Republic of Macedonia is 28.7%. The poverty depth index for the same year is amounted to 9.2%. Analyzed by profiles, the most vulnerable groups are large households, having in mind the fact that 57.7% of the poor live in households with five or more members. The rate of poverty among the unemployed is higher and is 38%, i.e. 43% of all poor people are unemployed. This confirms the relationship and impact of unemployment and poverty, so the solution of one problem largely affects the solution of the other. Poverty analysis for the period from 1997 to 2008 (Table 1) shows that in twelve years period the average poverty rate is 26.3% and that about a quarter of Macedonia's population fall into the category of poor.
Table 1. Poverty Analysis for the period from 1997 to 2008
	Poor people of the total population


	year
	Poor people in %
	year
	Poor people in %

	1997
	19,0
	2003
	30,2

	1998
	 20,7
	2004
	 29,6

	1999
	21,0
	2005
	 30,0

	2000
	22,3
	2006
	29,8

	2001
	24,6
	2007
	29,4

	2002
	30,2
	2008
	 28,7


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].
5. SCOPE AND STRUCTURE OF HOUSEHOLD SECTOR PERSONAL CONSUMPTION - DYNAMICS AND CURRENT SITUATION IN MACEDONIA
As previously mentioned, personal consumption is the predominant and essential part of living standards. Usually, most of the newly created value in a national economy is intended for personal consumption. Of course, the distribution takes place within economic entities, where the influence of the state is very low, almost minimal (only by changes in the tax area, the state can (de)stimulate capital owners, i.e. employers to devote a greater or lesser part of the firm's income for wages, compared to the situation of the previous period).
Personal consumption itself is a complex category, because it includes meeting the many needs of every individual. For example: food, clothing, housing, entertainment, culture, hygiene etc. Of course, each person in meeting his/her personal needs is facing with a problem of its own budget constraints, so in this sense he/she takes into account the particular priority in satisfying the needs. For example, normally the top of this priority order is about satisfying food needs, then needs for clothing, housing, hygiene, etc. Meeting the needs of culture, entertainment and others who are on the lower steps of this sequence will be determined by the level of personal income. In conditions of sharp budget constraint, i.e. low incomes, these needs remain unmet. Of course, all of the previously is valid in most cases and in principle could be marked as a rule to which inevitably people in everyday life must adhere to. This does not mean that there are no deviations, but they are only separate cases that ultimately only confirm the rule.
The best way to analyze the situation of private consumption which is used in the statistical methodology is the principle of the balance sheet, where one side of the balance (left) represent the sources of income of the population, i.e. available resources, while the other (right) side shows the use of funds, or the purpose of the available resources (Table 2). The analysis in this paper extends back to 1990, i.e. to the beginning of the transition, and ending with 2010, as the last year for which relevant data are available. It is noticeable that the available resources are divided into three categories: monetary income, value of consumption from own production, and loans (borrowings). The first impression is that the share of monetary incomes during the transition has decreased (from 94% in 1990, to 92.1% in 1998), and despite of that, the participation of the value of consumption from own production has increased (from 5.9% in 1990, to 7.8% in 1998.). The reason is simple: the reduction of the personal income caused by the reduction of economic activity in the years of the transition start. As regards to the item loans (borrowings), it is more or less constant. In 2010, the share of monetary incomes is increased above the level before independence and is 95.9%. For comparability of data, and considering the change methodology of data calculation, necessary adjustments are made in the table below. Namely, in 2002 a complete review of this research was performed. This review provide better instruments for its implementation, reducing the reporting period and the increase in the sample, and everything in order to comply with the EU statistical standards. 
Table 2. Structure of the available and used assets of households – in %

	Available assets
	Used assets

	
	1990
	1996
	1998
	2010
	
	1990
	1996
	1998
	2010

	1. Monetary income
	94.0
	92.2
	92.1
	95.9
	1. Personal consumption
	80.0
	86.9
	86.5
	90.3

	Revenues on the basis of regular employment
	57.7
	43.6
	43.4
	61.1
	Food and non-alcoholic beverages
	37.6
	43.4
	43.4
	39.0

	Revenues on the basis of part-time employment
	3.0
	6.1
	4.9
	4.3
	Alcoholic beverages and tobacco
	6.1
	7.0
	6.7
	3.7

	Revenues on the basis of a pension scheme
	11.1
	13.4
	19.4
	17.5
	Clothing and footwear
	8.6
	6.3
	5.9
	5.9

	Property leasing and selling
	9.0
	9.1
	9.8
	0.3
	Housing, water, electricity, gas and other
	7.0
	8.2
	8.4
	11.6

	Other revenues on the basis of social insurance
	/
	/
	/
	1.6
	Furnishing, household equipment and maintenance
	4.4
	4.0
	3.5
	4.9

	Revenues from abroad
	/
	/
	/
	2.8
	Health care
	3.1
	5.6
	5.6
	3.4

	Net revenues from agriculture
	/
	/
	/
	5.6
	Transport
	6.1
	7.0
	8.0
	5.9

	Donations, gifts and similar contributions
	/
	/
	/
	0.3
	Communications
	/
	/
	/
	3.7

	Savings decrease
	/
	/
	/
	2.2
	Recreation and culture
	4.2
	3.0
	2.5
	2.4

	Other income
	13.2
	20.1
	14.6
	(12.5)
	Education
	/
	/
	/
	0.9

	2. Value of consumption from own production
	5.9
	7.5
	7.8
	3.7
	Restaurants and hotels
	/
	/
	/
	4.6

	Income in kind

	
	
	
	0.5
	Miscellaneous goods and services
	2.9
	2.2
	2.6
	4.4

	3. Loans (Borrowings)
	0.1
	0.2
	0.1
	0.2
	2. Membership fees, taxes, customs duties
	2.1
	1.3
	1.4
	0.3

	
	Losses, gifts, contributions and other
	/
	/
	/
	1.8

	
	Repayment of loans and debt servicing
	/
	/
	/
	3.6

	
	3. Flat, house and property expenditures
	3.0
	3.0
	2.2
	3.7

	
	4. Savings
	14.9
	8.8
	9.8
	0.3

	TOTAL:
	100.0
	100.0
	100.0
	100.0
	TOTAL:
	100.0
	100.0
	100.0
	100.0


Source: Statistical Yearbook of the Republic of Macedonia 1997, p. 582, Statistical Yearbook of the Republic of Macedonia 1999, p. 572, Statististichki Yearbook of the Republic of Macedonia 2011, p.276
Note: 680 households were surveyed in 1990, 1040 households were surveyed in 1996, and 5040 households were surveyed in 2010
If certain items in the context of the item monetary income are analyzed, then can be easily noticed that during the transition process significant reduction in revenues on the basis of regular employment took place, and also increasment of the share of revenues on the basis of the pension and social insurance, which means that in conditions of increased unemployment and reduced wages, the most important incomes for the householders becomes the incomes of the oldest members – pensioners. This situation has changed, and the incomes from regular employment increase their participation.

Analysis of the use of available resources reveals the consequences of changes in the country's economy. Namely, here can be distinguish four items: personal consumption (which includes: food, beverages and tobacco, clothing, etc.); Membership fees, taxes, customs duties, etc.; Flat, house and property expenditures; and savings. The tendency of increasing the share of private consumption in the used assets can be assessed as very negative (from 80.0% in 1990 to 86.5% in 1998) and an even greater personal consumption in 2010 (90.3%), instead of the reduced participation of savings. This only shows that personal incomes have dropped to such an extent, that a greater part should be allocated to meet basic needs, and because of that, savings decrease. At certain positions within the private consumption negative trends were recorded too. For example, today in Macedonia, an increasing portion of their incomes people use to meet food needs (39%), as well as the needs for rent, water, electricity, gas and other fuels, and less and less part of incomes are for clothing, culture and entertainment.

When analyzing the concept of living standards, it was emphasized that macroeconomic stability, i.e. price stability is one of the primary factors that determine living standards. So, unstable prices, i.e. inflation in conditions of constant nominal wages or in conditions when wages grow slower than the rise in prices, reduce their real value. Therefore, whenever we analyze the level of personal consumption must be taken into account the movement of prices. More specifically, for the purpose of analysis very useful are data for real net-wages movement, instead of the nominal net-wages movement. Statistical methodology goes one step further and calculated not only indices of nominal and real net-wages, but CPI indexes too. Stems from the fact that personal consumption consists of various items i.e. tangible and intangible goods and services, all in order to satisfy various human needs. Of course, as time goes, there are some changes in people's tastes, and even some changes in human needs (arising of new needs). With the help of the CPI index, statistics takes into account these changes, because they are doing surveys on family budgets of typical families, including the quantity and diversity of commodities and services (consumption basket). During the time, some changes are made in a structure of the commodities and services which are previously included in a survey, in order to embrace the changes already occurred in reality.

In a following there is an overview of the retail price index and of the costs of living in the Republic of Macedonia, for the period 2006-2010.
Table 3. Indices of retail prices and consumer prices

	2006
	2007
	2008
	2009
	2010

	Indices of retail prices

	100
	102.6
	109.5
	107.9
	110.7

	97.5
	100
	106.7
	105.2
	107.9

	91.3
	93.7
	100
	98.6
	101.2

	92.6
	95.1
	101.4
	100
	102.6

	90.3
	92.6
	98.8
	97.5
	100

	Indices of consumer prices

	100
	102.3
	110.8
	109.9
	111.7

	97.8
	100
	108.3
	107.4
	109.2

	90.3
	92.3
	100
	99.2
	100.8

	91.0
	93.1
	100.8
	100
	101.6

	89.6
	91.6
	99.2
	98.4
	100


Source: Statistical Yearbook of the Republic of Macedonia 2011, p. 295
The following table shows the indices of consumer prices according to the classification COICOP, i.e. disaggregated into individual items of personal consumption. Those indices can give knowledge about the differential impact that the price change has in different years, on each of the components of personal consumption, as well as for the possible changes that occurred in the structure of personal consumption.
Table 4. Consumer price index by COICOP
2009=100
	
	2006
	2007
	2008
	2010

	TOTAL:
	91.0
	93.1
	100.8
	101.6

	Food and non alcoholic beverages
	85.1
	88.3
	101.4
	100.3

	Alcoholic beverages, tobacco
	90.9
	93.0
	96.8
	100.6

	Clothing and footwear
	96.5
	98.2
	100.1
	100.8

	Housing, water, electricity, gas and other fuels
	84.0
	89.1
	95.1
	107.0

	Furnishings, household equipment and maintenance
	96.2
	96.3
	99.4
	100.3

	Health
	100.2
	99.7
	97.1
	100.9

	Transport
	101.0
	102.4
	111.1
	106.8

	Communication
	120.4
	109.1
	103.6
	98.1

	Recreation and culture
	104.0
	104.6
	104.4
	100.6

	Education
	96.3
	97.5
	98.5
	97.0

	Restaurants and hotels
	84.8
	88.3
	97.8
	99.8

	Miscellaneous goods and services
	94.4
	97.7
	100.1
	100.7


Source: Statistical Yearbook of the Republic of Macedonia, 2011, p.296
The structure of personal consumption looked at from the point of the purpose of its components is undergoing changes during time. These changes are the result of changes in the level of living standards. In fact, the achievement of a higher level of standards of living implies a higher level of personal income (available assets) in the household, so that means relaxing the previous level of budgetary constraints. In this case, the percentage share of the needs those are at the top of the priority order decline. So, if food and clothing needs are met and the level of personal income increases, remains a relatively larger part of household income to meet other needs, such as to better meet the needs in the field of culture and entertainment, needs for the purchase of durable goods, etc. In the reverse situation, when the level of household income reduce, the percentage share of the assets which have to be allocated for food, clothing, etc. increases, which remain partially or completely unmet needs of culture and entertainment, purchase of durable goods etc.
Current situation in Macedonia is such that the structure of personal consumption has a slight deterioration. An increasing share of total income is intended to meet the food needs, and the smaller part remains to meet the cultural, entertainment and other less priority needs. Retail prices in the first quarter of 2012 increased by 3.2% compared to the same quarter of 2011. The largest contribution to the growth of retail prices has the category of Industrial Products in which was observed growth of the prices of 4.4%, contributing with 2.4 percentage points in the total growth of the retail prices. Within this category, the highest growth was observed in non-food products prices by 6%. Food products prices were increased by 2.4%. Retail prices of beverages increased by 0.4%. Retail prices in the category Agricultural products registered a slight decline of 0.1% [Quarterly Economic Report Q-1-2012, Ministry of Finance of the Republic of Macedonia, Skopje, May 2012, p.5]. These conditions are reflected in the structure of the individual components of personal consumption, primarily in a category of food. Also in the category of housing an increase in costs is recorded, which negatively influences the level of living standards.
6. SCOPE AND STRUCTURE OF PUBLIC CONSUMPTION - DYNAMICS AND SITUATION IN MACEDONIA
As previously emphasized, the context of standards of living includes personal and public consumption. The term public expenditure acknowledges the use and enjoyment of tangible and intangible goods and services that are provided by the state. Hence, we can conclude that public spending refers to the portion of gross domestic product that is designed for the needs of state and public services, bodies and institutions, as well as for citizens, in order to satisfy certain general and common (collective) needs. Of course the funds needed to meet these needs come from the state budget (which is financed by public revenues, i.e. taxes, fees, duties etc.) and from social funds (funded by employee contributions).
Taking into accounts the individual needs which are met within the public consumption, it can be divided into two parts:

· public consumption for citizens and

· Public consumption for the state.

In the first case it is to meet the so-called common or collective needs of the citizens, i.e. needs of citizens in the sphere of education, health, culture, etc. The second case, i.e. public consumption of the state is addressed to meet the needs in the field of public administration, diplomatic service, the judiciary, the maintenance of law and order in the country, the country's defense etc. These so-called general or public needs are directly related to the functioning of the state and its institutions.
When analyzing public consumption, basic questions which are imposed almost without exception are determining its optimal level and the optimal (by purpose) structure. Theory and empirical analysis still did not give an exact answer to the question of the optimal level of the country’s public consumption. The scope and structure of public consumption have changed over the historical development of individual countries. They are determined by number of factors, among which should be mentioned: the degree of economic and social development, the nature of the state order, the special functions of the state, the existing internal and external security, and so on.
In the period after World War II until the mid-80s of the last century, a characteristic of almost all countries was constant increase in the volume of public consumption. That was the case with contemporary capitalistic, but also with socialistic countries in that time. In the first group it was the result of extensive state intervention (as a consequence of the then ruling Keynesian doctrine), but also under the influence of labor unions demanding higher social security, better health care and education. In the contemporary socialistic countries, the rise in public consumption was due to their socialistic transformation in that time. Adequately to collectivist spirit present at the time, in these countries comes to rapid development of health care, education, social care, culture etc., and all that as a way for faster growth in the level of living standards and overcoming the lag in the development, inherited from the past. 
For its part, the cold war that was current during the 60s, 70s and 80s of the last century, had its participation in the increase of public consumption, the most through the section allocated for the armies of opposing nations blocks. In this arms race did not lag even countries declared neutral (as was the case with the former Yugoslavia, which also allocated a significant portion of its GDP for arms). Interestingly, according to some analyzes, small countries that have low income per capita spent relatively less on military needs. But, on the other hand it is a fact that in terms of the low level of economic development, which entails low personal consumption, almost as legality appeared excessive tension in the distribution of aggregate categories (excessive public consumption and investment). In this way, the governments of these countries have sought to overcome the gap in the development.
Consequences of the expansion of public spending began to be felt during the 80's, when a number of countries have emerged fiscal deficits that difficultly plaguing their economies. Governments of many countries have begun to define strategies contrary to the previous ones. Processes of rationalizing of public consumption were started, fiscal deficits reducing and budgets consolidating. All this was followed by an extension of the personal participation of the users of public services in their costs and of course with the privatization of a series of public functions that were previously reserved for the state. To this practice was soon joined the International Monetary Fund, which began to conditions his support by adopting programs for fiscal restrictions and eliminating of the deficit manner of financing the public consumption. Results that have been achieved in most countries were not impressive but the main benefit was the conclusion that excessive state spending is simply not sustainable in the long run. It was gained a knowledge that there are no more free space to increase tax pressure, and thus to increase public consumption. This was followed by tax reforms that started in a number of countries.
As far as the structure of public consumption, theory and empyria again cannot give exact and universal answer. Each country should set its own priority order in accordance with previously adopted development strategies, taking into account the state of the economy, in society in general, but also the tendencies and trends in the closer and wider environment. If the OECD countries and the structure of their public consumption on the end of the last century are taken as a benchmark, than the conclusion can be drawn that most of their public spendings was intended to satisfy the so-called common needs of their citizens (education, health care, science, culture, etc.), i.e. approximately 50-60% of total public expenditures were designed to meet these needs. Satisfying the so-called general needs (state administration, judiciary, public order and security, defense) engaged about 20% of public expenditure, and the rest of the public expenditures (20-25%) were allocated for economic services and interventions in the economy, investments in infrastructure, and of servicing the public debt.
On the example of the Republic of Macedonia can be seen that the level of public consumption expressed as a percentage of GDP in the period after the start of the transition process (1990) has seen a downward trend, which corresponds to the intentions present in most of the countries in the world. If at the beginning of the transition process, nearly half of the GDP was spent for public consumption, then at the end of the last century, or a decade later, the share of public consumption is under 40% of GDP. While talking about the volume of public consumption in Macedonia, however it is essential to note the upward trend that gained strong momentum in 2001 as a consequence of military actions, in which the tax on financial transactions was introduced. Thus, during the first 10 months of 2001 total expenditures in the central budget of the Republic of Macedonia registered a growth of 41.9% compared to the same period of the previous year 2000. This increase is primarily the result of increased costs for national security and the deteriorating situation in the country. In contrast to this situation, the final consumption in Macedonia in the period 2007-2012 is significantly reduced and amounted to 17.1% of GDP in 2007, 18.2% in 2008 and 19.1% of GDP in 2009 [Statistical Yearbook of the Republic of Macedonia, 2011, p.346], i.e. 19.1% in 2010, 17.8% in 2011 and 20.04% of GDP for the first quarter of 2012 [Announcement No.: 3.1.12.04, Republic of Macedonia, State Statistical Office, Skopje, 15.06.2012, p.6].
With regard to the structure of public consumption in the Republic of Macedonia, the following situation can be concluded:
Table 5. Structure of public expenditure by functions
	
	2007
	2008
	2009

	Education
	18.1
	17.9
	18.6

	Health care and social work
	22.9
	21.2
	20.6

	Public administration and defense
	54.2
	54.6
	55.1

	Other
	4.8
	6.4
	5.7

	Total public expenditure
	100.0
	100.0
	100.0


Source: Statistical Yearbook of the Republic of Macedonia, 2011, p.351

Based on previous data it can be concluded that in Macedonia the meeting of the general needs (Public administration and defense) is ahead before meeting the common needs of the population (education, health care, etc.).
CONCLUSION

Living standards as a complex concept is determined by a number of factors - macroeconomic stability, the level of the country’s economic development and primarily by the allocation policy. The essence of the allocation policy refers to the proper determination of the part that will be used for consumption and the part that will be used for investments (i.e. productive consumption). Proper determination of this ratio determines the level of the current quality of life of the population, i.e. the level of development and future quality of life. This ratio also changes the ratio of supply and demand as the basic economic categories within each national economy, and hence the price level and inflation, which further affects the level of living standards. The essence and the meaning of investment is sacrificing current consumption in favor of the future consumption. But, it is more able to afford the developed countries, or those who have already achieved a higher level of living standards. Exactly less developed countries, or those who have a need for rapid development and greater investments (those that require the allocation of a greater % of GDP for productive consumption) are facing the problem of poverty and the problem of low standard of living. Therefore, they require the allocation of the majority of the gross domestic product for personal and public consumption and to enhance the quality of life. This paper analyzes the structure of the personal and public consumption too, through which more accurately determine the quality of life of the population.
With regard to determine the level of living standards, special attention should be paid to public spending as a part of the living standards which the state can directly affect. Therefore, during talking about public spending can not be avoid the problem of efficiency in public services and activities, that it related to the issue of cost-effectiveness of public expenditures. This means that each national economy should pay particular attention to the decision making of the problem of increase the levels of efficiency, economy and quality of services offered to its citizens. Although there are no exact performance criteria as those used in the field of investments (technical structure, employment, etc.), however certain principles can be applied. For example, as a benchmark in education can be accept the so-called "Cost of education", i.e. the average amount that is spent for one pupil or student or in health care, costs for a health check or for a hospital day etc. In this sense of great importance may be the acceptance of certain methods and techniques of measuring the costs of public services, the application of cost-benefit analysis, etc. But, in the same time it is important to mention that all these methods and techniques can not greatly assist with resolving dilemmas about the quality of public services. However, the principle of saving should be constantly present, and a basic prerequisite for that is effective control and monitoring of public spendings.
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FACTORS THAT CONDITION THE LIVING STANDARDS - CONDITIONS AND TENDENCIES IN THE REPUBLIC OF MACEDONIA
Summary
Each production process and every economic activity in general, its sense find in consumption, i.e. have an aim through earning a profit for the one who organized the process, to meet specific needs in the sphere of consumption. If we analyze the GDP from the aspect of expenditure principle, then can be notice that two important items are personal consumption - C and public consumption - G (government). These two categories make up the current consumption, i.e. reference to the term of living standards.

Living standards is a complex concept. Basically it means: the use and enjoyment of tangible and intangible goods and services that are personally acquired or society provided. Personal consumption represents that part of the standard of living that includes spending and enjoyment of tangible and intangible goods and services that are personally acquired. Social standard or public consumption means the wastage of material and spiritual goods and services provided by the state, so that citizens can use them individually or collectively without paying anything or paying only partial compensation for them. 

Criterion of rationality in consumption is the main pillar around which in the current conditions collide different opinions of economic and social policy, regarding the relationship between personal and public consumption. At first regard it is clear that personal consumption regularly represents the dominant part of the living standards. An important point regarding the conditionality of the two essential parts of living standards relates to their clear and precise distinction, in order to determine the factors that condition them, and their accurate quantification. But, often in practice it is difficult to make a clear distinction between private and public consumption. There are elements of living standards that at the same time can belong to one and the other element.
Among the factors that determine the level of living standards, the most essential is the level of the country’s economic development. Macroeconomic stability in the national economy is the second factor which affects the level of living standards. Allocation policy is the third factor that has adequate impact on living standards.
In every country there are certain differences in the achieved level of living standards between the individual classes of the population, which in the professional terminology are known as social differences. That means, when social differences in society increase, there is a risk of social unrest. Conversely, when they are very small or almost leveled to zero, a situation of social apathy and lack of motivation can arise.
Expenditure method reveals for what purposes GDP is spent. GDP can be “apportionment” for specific needs as final consumption and investments (and a part for exports of goods and services). Living standards and investment are intertwined concepts. Actual level of living standard in Macedonia is analyzed indirectly by analysis of personal and public consumption, i.e. their level and structure. 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. 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.). 
Personal consumption itself is a complex category, because it includes meeting the many needs of every individual. Each person in meeting his/her personal needs is facing with a problem of its own budget constraints, so in this sense he/she takes into account the particular priority in satisfying the needs. The best way to analyze the situation of private consumption which is used in the statistical methodology is the principle of the balance sheet, where one side of the balance (left) represent the sources of income of the population, i.e. available resources, while the other (right) side shows the use of funds, or the purpose of the available resources. 
When analyzing the concept of living standards, it was emphasized that macroeconomic stability, i.e. price stability is one of the primary factors that determine living standards. So, unstable prices, i.e. inflation in conditions of constant nominal wages or in conditions when wages grow slower than the rise in prices, reduce their real value. The structure of personal consumption looked at from the point of the purpose of its components is undergoing changes during time. These changes are the result of changes in the level of living standards.
The term public expenditure acknowledges the use and enjoyment of tangible and intangible goods and services that are provided by the state. Public spending refers to the portion of gross domestic product that is designed for the needs of state and public services, bodies and institutions, as well as for citizens, in order to satisfy certain general and common (collective) needs.
When analyzing public consumption, basic questions which are imposed almost without exception are determining its optimal level and the optimal (by purpose) structure. The scope and structure of public consumption have changed over the historical development of individual countries. They are determined by number of factors, among which should be mentioned: the degree of economic and social development, the nature of the state order, the special functions of the state, the existing internal and external security, and so on. Excessive state spending is simply not sustainable in the long run.
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