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ABSTRACT

Government Cash Transfers, Household Consumption,
And Poverty Alleviation – The Case Of Russia*

The Paper develops a new approach to measuring the impact of government
cash transfers on poverty alleviation that takes into account endogenous
reactions and consumption smoothing of households. We use the
methodology to study the impact of changes in government cash benefits on
poverty rates in Russia during 1994 to 1998. The methodological contribution
is twofold. First, we estimate the propensity to consume from government
cash transfers separately for each transfer type and interpret the differences in
the coefficients in the light of Friedman’s permanent income hypothesis. The
propensity to consume is higher from regular than from transitory income
sources, and higher for pensions than for child benefits and other income.
Second, we propose a new decomposition technique to disentangle the
impact of changes in government transfers and changes in the expenditure
distribution excluding cash transfers on movements in poverty rates. At least
30% of the rise in poverty between 1994 and 1998 was due to the changes in
cash transfer policy. Keeping benefits at the level of 1994, poverty would have
been lower by around 20% in 1998.
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NON-TECHNICAL SUMMARY

What is the impact of government transfers on household consumption and poverty?
The standard approach to answer this question is as follows. We take actual
distribution of expenditures and compare it to the distribution obtained when we
subtract the amount of government transfers from the observed consumption level.
This procedure assumes that government transfers are fully consumed. In this
Paper, we argue that this assumption is invalidated for two reasons. Variations in
government transfers lead to behavioural reactions of welfare recipients. For
example, if the government fails to pay pensions, then pensioners may take on new
jobs, receive transfers from their children, or sell off assets in order to keep
consumption levels. Furthermore, households smooth consumption over income
fluctuations. If income varies widely from one period to the other, then separating
income from consumption is essential to keep living standards constant.  This Paper
develops and applies a new approach for measuring the impact of government cash
transfers on poverty alleviation that takes into account both endogenous reactions
and consumption smoothing of households. Our analysis proceeds in two steps.
First, we run reduced-form regressions of the link between transfer income and
current expenditure. We estimate separate coefficients for pensions and child
benefits, and interpret the differences in the light of behaviour responses and
consumption smoothing. The regressions reveal two robust results. Households
consume a higher share of income from permanent than from transitory income
sources. In addition, the coefficients on pensions are higher than the estimates for
child benefits and other incomes. These results are consistent with Friedman’s
permanent income hypothesis. Pensions are a more regular form of income than
other household receipts and the propensity to consume from regular or permanent
income sources is higher than from transitory income sources. In contrast, the
evidence on endogenous responses is mixed. In any case, our regressions indicate
that it is misleading to contribute deviations in the propensity to consume from unity
exclusively to endogenous responses. Second, we propose a new decomposition
technique to disentangle the impact of changes in government transfers and changes
in the pre-transfer expenditure distribution on movements in poverty rates. By putting
all elements of the analysis together, we obtain a more realistic picture of the impact
of changes in government transfer policies on poverty compared to the standard
approach. The study emphasizes that the effectiveness of government transfer
policies depends on their impact on household consumption.

We apply the methodology to investigate the impact of government cash transfers on
poverty in Russia during 1994 to 1998. The dramatic changes in living standards and
the large changes in government transfers make Russia a rich source for studies of
the welfare incidence of government transfers. The results of the analysis highlight
the interplay between fiscal and political pressures, cash transfer levels, and poverty
rate dynamics during this period of macroeconomic adjustment. The changes in



transfer entitlements and payment arrears during 1994 and 1998 were a reflection of
the economic and political dynamics. Pension entitlements fell in 1995 as part of a
renewed effort to achieve fiscal consolidation. Political pressures in the run-up to the
Presidential elections in Summer 1996 led to increases in cash transfer entitlements.
They were unaffordable due to the ongoing decline in tax revenues and the lack of
funds resulted in a rise of arrears. The substantial fiscal imbalances across regions
led to a strong regional variation in the incidence of arrears both for pensions and
child benefits. The rise in inflation after the financial crisis of August 1998, and the
failure to index cash transfers for inflation, reduced benefit levels again. This
contraction in entitlements allowed the government to limit the incidence of payment
arrears without increasing overall budgetary spending. The changes in government
transfer policies since 1994 accounted for at least 30% of the increase in poverty.
Poverty in 1998 would have been up to one fifth lower if government transfers had
remained constant at the 1994 level.
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9Urxqgv duh odehoohg hlwkhu e| urxqg qxpehuv ru |hduv lq wklv sdshu1 Wkh uhvxowv vkrxog
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;Wkh frqyhuvlrq dvvxphv dq htxdo glvshuvlrq ri h{shqglwxuhv dfurvv krxvhkrog phpehuv
luuhvshfwlyh ri qhhgv1 Iru h{dpsoh/ dgxowv duh dvvljqhg lghqwlfdo h{shqglwxuh ohyhov dv fkloguhq1
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UL4TL?i?|t� ì �@�i |�L |)Tit Lu �?t|h�4i?|t� �t i T*@�?i_ �? |�i *@t| T@h@�
}h@T�c �i �?U*�_i �@h�@M*it |�@| UL?|hL* uLh |�i �?U�_i?Ui �? T@)4i?| @hhi@ht� ì
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ì �?�it|�}@|i |��t hit�*| �? 4Lhi _i|@�* M) �?U*�_�?} L|�ih �?UL4i �?|L |�i
hi}hitt�L?� �|�ih �?UL4i �? Ti?t�L?ih �L�ti�L*_t �t *�!i*) |L Mi 4Lhi |h@?t�|Lh)
|�@? Ti?t�L? hiUi�T|tc @?_c uL**L��?} |�i Tih4@?i?| �?UL4i �)TL|�it�tc �i �L�*_
i TiU| @ *L�ih ThLTi?t�|) |L UL?t�4i uhL4 L|�ih �?UL4i� A�i hit�*|t Lu |�i hi�
}hitt�L? @hi t�L�? �? +L� �� A�i �w5 it|�4@|i uLh Ti?t�L?t i^�@*t @| f�D�c @?_
|�i ULi�U�i?| L? L|�ih �?UL4i �t f�D2� �? 6�|it| u@�*t |L hi�iU| |�i i^�@*�|) @UhLtt
|�i |�L ULi�U�i?|t� OL�i�ihc �? ��i� Lu |�i 4i@t�hi4i?| ThLM*i4t @?_ i?_L�
}i?i�|) �tt�it hi*@|i_ |L L|�ih �?UL4ic |�i it|�4@|it @hi *�!i*) |L Mi �?UL?t�t|i?|�
`�i? �i �?t|h�4i?| L|�ih �?UL4i M) L|�ih �?UL4i i U*�_�?} �L4i ThL_�U|�L?c
|�i ULi�U�i?| L? Ti?t�L?t hi4@�?t �?U�@?}i_� A�i it|�4@|i L? L|�ih �?UL4i
_hLTt M) @*4Lt| L?i |��h_c @?_ |�i 6�|it| hi�iU|t i^�@*�|) Lu |�i |�L ULi�U�i?|t
@| |�i �I *i�i*� A�i hit�*| �t UL?�h4i_ ��i? �i �?t|h�4i?| uLh ML|� Ti?t�L?t

55Zh fkrrvh dv vdpsoh wkh vhw ri krxvhkrogv holjleoh iru shqvlrqv/ dv zh irfxv rq wkh srvvleoh
vdpsoh vhohfwlrq eldv uhvxowlqj iurp shqvlrq duuhduv1 Wkh hvwlpdwhv duh yhu| vlplodu li zh
lqfoxgh dovr wkh vpdoo qxpehu ri krxvhkrogv zlwk shuvrqv lq shqvlrq djh zkr duh qrw holjleoh
iru shqvlrqv1

��



@?_ L|�ih �?UL4ic �t�?} |�i t@4i ti| Lu Ti?t�L? �?t|h�4i?|t @t �? +L� 2c @?_
*@ML�h 4@h!i| U�@h@U|ih�t|�Ut Lu |�i �L�ti�L*_ �i@_ @t �?t|h�4i?|t uLh �?UL4i�
A�i �5w5 it|�4@|it �? +L� D t�L� |�@| |�i ULi�U�i?| uLh ML|� Ti?t�L?t @?_
�?UL4i �?Uhi@ti� A�i }@T Mi|�ii? |�i ULi�U�i?|t ��_i?t @?_ |�i 6�t|@|�t|�U hi�
�iU|t i^�@*�|)� W| �t �?|ihit|�?} |L UL4T@hi |�i ULi�U�i?|t uLh Ti?t�L?t �? hL�t
� @?_ 2 ��|� |�Lti �? hL�t � @?_ D� �L?|hL**�?} uLh �?UL4i �@t *�||*i �4T@U| L?
|�i ULi�U�i?| uLh Ti?t�L?t uLh |�i �w5 it|�4@|itc M�| *i@_t |L @ ��}�ih Ti?t�L?
it|�4@|i �? |�i �5w5 hi}hitt�L?� A��t h�ti �? |�i Ti?t�L? ULi�U�i?| �t UL?t�t|i?|
��|� |�i ��i� |�@| i?_L}i?L�t hitTL?tit @hi �4TLh|@?|�

�L*�4? 2 Thiti?|t |�i ULhhitTL?_�?} hit�*|t Lu |�i � i_�igiU|t hi}hitt�L?�
A�i UL?t�t|i?U) Lu |�iti it|�4@|it �t ?L| @giU|i_ M) |�i L4�tt�L? Lu |�4i��?�@h�@?|
u@U|Lht� A�i _�gihi?Uit �? |�i ThLTi?t�|�it |L UL?t�4i @hi *@h}ih |�@? uLh |�i
�w5 it|�4@|it� A�i it|�4@|it L? Ti?t�L?t @hi ��}�ihc @?_ |�Lti L? L|�ih �?UL4i
t4@**ih� �?Ui �?t|h�4i?|i_c |�i ULi�U�i?| uLh Ti?t�L?t �t ?L| t�}?��U@?|*) _�u�
uihi?| uhL4 �?�|)c ���U� �t UL?t�t|i?| ��|� @? �?|ihThi|@|�L? |�@| Ti?t�L?t @hi
*�!i Tih4@?i?| �?UL4i� A�i 6�|it|t hi�iU| i^�@*�|) Lu |�i ULi�U�i?|t L? Ti?t�L?t
@?_ L|�ih �?UL4i �? @** U@tit� OL�i�ihc |�i �5w5 it|�4@|i L? Ti?t�L?t �? +L�
D �t ?L� *L�ih |�@? |�i ULi�U�i?| �? +L� 2c �? UL?|h@t| |L |�i T@||ih? uhL4 |�i
UhLtt�tiU|�L?@* it|�4@|it�

W? |�i *@t| |�L UL*�4?tc �i �?�it|�}@|i ��i|�ih |�i 4@�? hit�*|t t�h���i L?Ui
�i hit|h�U| @||i?|�L? |L |�i }hL�T Lu �L�ti�L*_t @U|�@**) hiUi���?} |h@?tuiht� Wu
t@4T*i ti*iU|�L? �t @ 4@�Lh �tt�ic �i �L�*_ i TiU| |�iti ULi�U�i?|t |L _i��@|i
uhL4 |�i it|�4@|it LM|@�?i_ uhL4 |�i ��L*i t@4T*i Lu i*�}�M*i �L�ti�L*_t� ì
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ì i @4�?i |�i _i|ih4�?@?|t Lu U��*_ Mi?i�| hiUi�T|t U*Ltih �? A@M*i �2�
�L*�4? � t�L�t |�i ThLM�| it|�4@|it Lu |�i hiUi�T| Lu U��*_ Mi?i�|t uLh i*�}�M*i
�L�ti�L*_t L? �L�ti�L*_ �?UL4i i U*�_�?} U��*_ Mi?i�|tc �L�ti�L*_ UL4TLt�|�L?c

59Prvw uhjlrqv rewdlq wudqvihuv iurp wkh fhqwuh exw wkh v|vwhp idlov wr uhgxfh �vfdo lpedodqfhv
dfurvv uhjlrqv +Judih dqg Ulfkwhu +4<<<,,1

5:Wkh frh�flhqw ri yduldwlrq dfurvv SVXv juhz iurp 3154 lq Urxqg 8 wr 414 lq Urxqg ;1 Wkh
frh�flhqw ri yduldwlrq dfurvv foxvwhuv urvh iup 315; lq Urxqg 8 wr 416 lq Urxqg ;1

�S



@?_ @}ic }i?_ihc 4@h�|@* t|@|�tc @?_ i_�U@|�L?@* @||@�?4i?| Lu |�i �L�ti�L*_
�i@_c @?_ �?_�U@|Lh �@h�@M*it uLh i@U� hL�?_� W?UL4i �t t�}?��U@?| @| |�i �I *i�i*c
@?_ |�i i_�U@|�L?@* �@h�@M*it @hi �L�?|*) t�}?��U@?| @| |�i �fI *i�i*� `�i? �i
UL?|hL* uLh hi}�L?@* tTi?_�?} �@h�@|�L?t L? U��*_ Mi?i�|t �t�?} |�i ��i �@h�@M*it
*�t|i_ �? A@M*i bc @?_ @__ �?_�U@|Lh �@h�@M*it Lu ��i|�ih L|�ih �L�ti�L*_ 4i4Miht
�?U�hhi_ �@}i @hhi@htc ML|� �?UL4i @?_ i_�U@|�L? MiUL4i �?t�}?��U@?|�

A�i ?i | hi}hitt�L? @__t TL|i?|�@* U��*_ Mi?i�|t @t i T*@?@|Lh) �@h�@M*ic U@*�
U�*@|i_ @UULh_�?} |L |�i ?@|�L?���_i Mi?i�| h�*it� W| �t t�}?��U@?| @| |�i �fI M�|
�@t @ ?i}@|��i t�}?c @?_ �?UL4i @?_ i_�U@|�L? hi4@�? �?t�}?��U@?|� �L*�4?t e
@?_ D *LL! @| |�i �4T@U| Lu ULhhiU|�?} uLh 4i@t�hi4i?| ihhLh �? �L�ti�L*_ �?UL4i�
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*i�i* @?_ � i_ igiU| it|�4@|it Lu |�i ThLTi?t�|�it |L UL?t�4i� ��h hi}hitt�L?t
t�}}it|t |�@| |�iti ti|t Lu ULi�U�i?|t UL�ih |�i h@?}i Lu TLtt�M*i ThLTi?t�|�it |L
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@hhi@ht M) |�i T@)4i?|t _�i @UULh_�?} |L |�i Mi?i�| h�*it� A��t t�4�*@|�L? T�U!t

67Li zh wdnh wkh dyhudjh ri wkh fkdqjhv iru wkh wzr uhihuhqfh shulrgv/ wkh uhglvwulexwlrq h�hfwv
iru wkh sryhuw| jds dqg wkh IJW phdvxuh duh erwk srvlwlyh1

2�



�T |�i �4T@U| Lu |�i U�@?}it �? i?|�|*i4i?| *i�i*t uLh U@t� Mi?i�|t� 5iUL?_c
�i @tt�4i |�@| |�i }L�ih?4i?| |h@?tuih _�t|h�M�|�L? uhL4 +L�?_ D hi4@�?t �?�
U�@?}i_� `��*i |��t tUi?@h�L �4T*�it UL?t|@?| M�_}i|@h) tTi?_�?} UL4T@hi_ |L
+L�?_ Dc |�i TL*�U) U�@?}i �t 4Lhi h@_�U@* @?_ 4Lhi ULt|*) |�@? �? |�i �ht|
t�4�*@|�L?c @t �i !iiT i?|�|*i4i?| *i�i*t UL?t|@?|� AL Mi UL?t�t|i?| ��|� |�i _i�
UL4TLt�|�L? @?@*)t�tc �i Thiti?| |�i hit�*|t uLh |�i t�M}hL�T Lu �L�ti�L*_t ��|�
UL?t|@?| ?�4Miht Lu Ti?t�L?iht @?_ U��*_hi?�

5Ti?_�?} L? Ti?t�L?t @?_ U��*_ Mi?i�|t @UUL�?|t uLh @*4Lt| bfI Lu @** i Ti?�
_�|�hit L? tLU�@* U@t� |h@?tuihtc @?_ Ti?t�L?t L?*) hiThiti?| @ML�| |�hii ^�@h|iht
Etii A@M*i ��� �t Mi?i�| *i�i*t @hi ?L| �?_i i_ |L Th�Ui h�titc ML|� Ti?t�L?t
@?_ U��*_ Mi?i�|t _hLT �? hi@* �@*�i _�h�?} Tih�L_t Lu �?�@|�L? �?*itt |�i) @hi
�?Uhi@ti_ M) |�i +�tt�@? T@h*�@4i?|c |�i #�4@� wi}�t*@|i_ Mi?i�| �?Uhi@tit ui**
t�Lh| Lu Th�Ui h�tit �? �bbD @?_ �bb.%Hc *i@_�?} |L UL?|h@U|�L?t �? i?|�|*i4i?|
*i�i*t� A�i i UiT|�L? �@t �bbSc ��i? Mi?i�| *i�i*t �ihi �?Uhi@ti_ M) 4Lhi |�@?
�?�@|�L? �? |�i h�?��T Lu |�i �hit�_i?|�@* i*iU|�L?� OL�i�ihc |�i �tU@* t�|�@|�L?
hi4@�?i_ _��U�*|c @?_ |�i *@U! Lu u�?_t U@�ti_ @ t�h}i �? T@)4i?| @hhi@ht� A�i
*L}�U �@t hi�ihti_ uLh �bb.%H� �t |�i hi@* �@*�i Lu Mi?i�|t �@t ihL_i_ M) �?�@�
|�L?c |�i }L�ih?4i?| 4@?@}i_ |L hi_�Ui T@)4i?| @hhi@ht ��|�L�| �?Uhi@t�?} |�i
tTi?_�?} L? |�iti �|i4t�

A�i @U|�@* @?_ t�4�*@|i_ TL�ih|) h@|it @hi _�tT*@)i_ �? UL*�4?t D |L �D Lu
A@M*i �.� A�i @hhi@ht Uh�t�t Ti@!i_ �? +L�?_ .� �L�ih|) �L�*_ �@�i Mii? hi_�Ui_
Mi|�ii? �DI |L 2DI �u |�i }L�ih?4i?| T@_ u�*�**i_ �|t LM*�}@|�L? |L T@) Ti?t�L?t
@?_ U��*_ Mi?i�|tc @t t�L�? �? 5�4�*@|�L? �� #�i |L |�i hi_�U|�L? �? |�i �?U�_i?Ui
Lu @hhi@ht �? +L�?_ Hc T@)�?} U@t� |h@?tuiht �? �bbH �L�*_ �@�i *L�ihi_ TL�ih|)
�? �bbH M) ?L 4Lhi |�@? SI |L �2I� W? +L�?_ Hc |�i @hhi@ht Uh�t�t �@_ MiUL4i
@ Uh�t�t Lu *L� Mi?i�| *i�i*t� �UULh_�?} |L 5�4�*@|�L? 2c !iiT�?} Mi?i�|t @| |�i
*i�i* Lu +L�?_ Dc TL�ih|) �L�*_ �@�i Mii? *L�ih M) @hL�?_ 2fI�

D �L?U*�t�L?

A��t T@Tih _i�i*LTt @?_ @TT*�it @ ?i� @TThL@U� uLh 4i@t�h�?} |�i �4T@U| Lu
}L�ih?4i?| U@t� |h@?tuiht L? TL�ih|) @**i��@|�L? |�@| |@!it �?|L @UUL�?| i?_L}i�
?L�t hi@U|�L?t @?_ UL?t�4T|�L? t4LL|��?} Lu �L�ti�L*_t� ì �ti |��t @TThL@U�
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Table 1
Social Cash Transfers, 1994 – 1998

Source: Goskomstat.
Notes: The figures for pensions and child benefit entitlements refer to October of each year. Child
benefits for students are paid until the age of 18 rather than 16.

1994 1995 1996 1997 1998
Budgetary Spending
As Percentage of GDP

Overall cash transfers 7.6 6.8 7.6 8.6 8.8
Social transfers 1.6 1.4 1.9 1.9 2.2

Child Benefits 0.7 0.6 0.7 0.7 na
Pensions 6.0 5.4 5.7 6.7 6.6

As Percentage of 1994
Overall cash transfers 100 76 79 92 87

Social transfers 100 78 98 101 96
Child Benefits 100 81 86 82 na

Pensions 100 76 74 89 85
Pension Entitlement Rules (Ruble)

Average Pension Entitlements 1572 1342 1522 1446 1071
Minimum Pension 840 636 1046 927 622

Retirement Pension Ceiling 1067 1000 1085 1057 665
Child Benefit Entitlement Rules (Ruble)
Standard

Up to 1.5 years 356 333 723 705 444
1.5 to 6 years 249 233 253 247 155
6 to 16 years 213 233 253 247 155

For Families of Serving Soldiers and Families Exempted from Alimony
1.5 to 6 years 373 350 380 370 233
6 to 16 years 320 350 380 370 233

For Single Parents
1.5 to 6 years 373 350 380 493 311
6 to 16 years 320 350 380 493 311



Table 2
Regional Incidence of Pension Arrears

# of Months
R5 R6 R7 R8 R8

Overall
% 97 91 66 85 2.2
SE 0 1 3 1 0.1

Settlement Type
Urban % 97 93 75 87 1.8

SE 0 1 5 2 0.2
Suburban Settlement % 97 92 69 87 2.6

SE 2 3 10 4 0.2
Rural % 95 86 46 79 2.8

SE 1 2 3 2 0.1
Geographical Regions

Metropolitan % 97 95 96 97 0.2
SE 1 3 1 3 0.1

Northern and North Western % 99 94 72 87 1.2
SE 0 3 8 5 0.3

Central and Central Black-Earth % 97 91 71 83 2.4
SE 1 2 5 3 0.2

Volga-Vaytski and Volga Basin % 96 92 63 89 2.5
SE 2 2 9 3 0.3

North Caucasian % 95 87 45 75 2.6
SE 1 3 7 5 0.5

Ural % 97 92 69 90 2.8
SE 1 3 11 2 0.2

Western Siberian % 97 80 55 76 2.9
SE 1 6 5 3 0.3

Eastern Siberian and Far Eastern % 97 99 70 86 0.7
SE 1 1 6 4 0.3

Receipt
Stock of 
Arrears

% of Entitlement



Figure 1
Kernel Density Estimates of Pension Payments excluding Pension Arrears
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Table 3
Pension Receipt by Local Characteristics

Arrears No Arrears
Oblast-Level Characteristics
Tax Collection Ruble 11839 18388

SE 678 1097
Tax Arrears Ruble 3793 4357

SE 329 487
Government Expenditures Ruble 11461 15779

SE 477 714
Government Expenditure Arrears Ruble 3896 2398

SE 444 321
Gross Regional Product Ruble 57696 77498

SE 2848 3358
Old-age Population 000 517 630

SE 25 35
Cluster-Level Characteristics
Welfare Office % 59 75

SE 5 3
Post Office % 90 92

SE 2 2
Bank % 86 89

SE 3 2



Table 4
Personal and Household Characteristics by Pension Arrears Status

No Arrears Arrears
Houshold Members # 2.5 2.8

SE 0.1 0.1
Children # 0.3 0.4

SE 0.0 0.0
Pensioners # 1.6 1.6

SE 0.0 0.0
Urban Settlement mean 1.6 2.0

SE 0.1 0.1
Expenditure R 8842 7664

SE 577 455
Income R 7438 4315

SE 469 327
Assets # 3.4 3.3

SE 0.0 0.1
Male % 30.8 29.6

SE 0.9 1.5
Age months 752.9 740.9

SE 3.6 6.1
Secondary Education? % 43.9 40.0

SE 1.6 2.2
Grade Completed in Secondary School mean 7.2 7.0

SE 0.1 0.2
Studied after School? % 55.5 49.9

SE 1.7 2.6
If Studied after School:

Vocational Diploma? % 33.7 32.7
SE 1.4 2.8

Profess-Tech Diploma w/o Secondary Degree? % 11.8 10.9
SE 0.9 1.6

Profess-Tech Diploma with Secondary Degree? % 10.0 11.5
SE 0.8 1.4

Technical-Medical Diploma? % 33.0 31.7
SE 1.0 2.7

University Diploma? % 22.0 19.0
SE 2.0 2.0

Graduate Studies? % 0.4 0.8
SE 0.0 0.1

Ever worked? % 75.9 74.9
SE 1.2 1.6

If Ever Worked:
Year last worked % 8619 8686

SE 30 41
Years worked % 3619 3574

SE 28 39
Occupational Code for 1991 mean 2281 2559

SE 95 159
Occupational Code for 1985 mean 4061 4404

SE 129 184



Table 5
Determinants of the Probability to Receive Pensions

Notes: The dependent variable is an indicator variable for pension receipt. The sample is restricted to individuals eligible for pensions. All regressions include
indicator variables for pensioner type, rounds, and geographical regions, and the variables household size, numbers of children by age group, the numbers of
pensioners by type, and age, gender, and the occupational code for 1985 and 1991 of the pensioner. The education variables in columns 1 to 4, and Column 7
are grade level completed in secondary school, vocational diploma, professional-technical diploma without secondary degree, professional-technical diploma
with secondary degree, university diploma, and graduate diploma. The cluster- and oblast-level variables in columns 2 to 7 are the nine variables listed in
Table 3. Income excluding pensions is instrumented in Column 4 on indicators for whether the household head participates in the labour force, has a job, has
wage arrears, and on the occupational code for the primary and secondary jobs of the household head.

Probit Probit OLS IV Probit Probit Probit
(1) (2) (3) (4) (5) (6) (7)

Income Excluding Pension Coef 5E-06 2E-06 7E-07 0.015 2E-06 6E-06 9E-06
t-stats 0.82 0.47 0.72 1.35 0.41 1.10 1.03

Pension in Round 5 Coef -6E-05
t-stats -1.44

Pension Arrears in Months Coef -0.310
t-stats -6.60

F-TESTS (Stats/Signif)
Education 1.2/.29 0.57/.75 0.32/.93 9.7/.00 2.3/.05
Pensioner type 1.7/.17 9.0/.00 1.8/.16 17.5/.00 8.7/.00 8.6/.00 1.6/.18
Cluster and Oblast level variables 2.5/.07 14/.00 29.2/.00 2.5/.06 0.9/.44 2.8/.00
Income IV 26.5/.00

Number of Observations 6512 6512 6512 6512 6512 4225 1844



Table 6
OLS Regressions on Household Expenditures

Notes: The dependent variable is household expenditures. The sample is restricted to households eligible for pensions. All regressions include indicator
variables for geographical regions and rounds. HH refers to household head.

Coef t Coef t Coef t Coef t
(1) (2) (3) (4)

Pensions 0.45 6.0 0.55 8.8 0.49 7.4
Household Size 1644 11.2 1751 10.8 1845 4.6 1808 10.8
Number of Children 0 - 1.5 -306 -0.4 -472 -0.6 29 0.0 -595 -0.7
Number of Children 1.6 - 6 -1444 -3.2 -1606 -3.5 -1317 -1.3 -1669 -3.6
Number of Children 6 - 16 -788 -3.3 -924 -3.5 -1204 -1.9 -1066 -3.9
Number of Old-Age Pensioners -674 -3.1 -936 -2.0
Number of Disability Pensioners -752 -2.3 -1490 -1.5
Number of Loss of Provider Pensioners -727 -2.0 -586 -0.6
Number of Military Pensioners -255 -0.6 -941 -0.8
Number of Males 50+ -212 -0.8
Number of Females 50+ -709 -3.0
HH: Age -1.6 -2.3 -1 -1.8 0 0.2 -1 -1.5
HH: Male 1051 4.3 1164 4.4 1921 2.9 950 3.1
HH: Grade completed in Secondary School 75 1.7 61 1.4 141 1.3 67 1.6
HH: Vocational Diploma 461 2.2 451 2.2 207 0.4 469 2.2
HH: Profess-Tech Diploma w/o Secondary Degree 146 0.4 141 0.4 71 0.1 143 0.4
HH: Profess-Tech Diploma with Secondary Degree 310 1.2 282 1.1 -233 -0.3 264 1.0
HH: University Diploma 1578 5.9 1560 5.9 2902 3.6 1561 5.9
HH: Graduate Diploma 559 0.4 545 0.4 -1359 -0.6 523 0.4

F-statistics for Number of Pensioners (Stat/Signif) 4.4/.00 1.0/.4
F-statistics for Number of Male & Females 50+ (Stat/Signif) 4.5/.01

Number of Observations 5065 5065 752 5065



Table 7
Estimates of the Propensity to Consume from Pensions and Other Income

Notes: The dependent variable is household expenditures. The sample in the first two columns is restricted to all households eligible for pensions, and the in
last two columns to all households which received pensions payments. The estimates in columns 1 and 3 are for level regressions, and the coefficients in
columns 2 and 4 for regressions in first-differences. All regressions contain the variables used in the regression of Column 4 in Table 6. In Row 2, pensions are
instrumented on an indicator variables for whether the head has ever worked, the year of the head’s last employment, the head’s occupational code for 1985
and 1991, the numbers of pensioners by type, the nine cluster- and oblast-level variables listed in Table 3, and the average level of pension entitlements by
oblast. In Row 4, other income is instrumented on other income excluding home production (“Inccash”). In Row 5, pensions are instrumented on the same
variables as in Row 2. Other income is instrumented on indicators for whether the household head participates in the labour force, has a job, has wage arrears,
and on the occupational code for the primary and secondary jobs of the household head.

Level First-Differences Level First-Differences
Penions>=0 Penions>=0 Pensions>0 Pensions>0

Coef t Coef t Coef t Coef t
(1) (2) (3) (4)

Pensions (1) OLS 0.49 7.4 0.63 7.8 0.48 4.2 0.52 3.8
(2) IV 0.56 4.4 0.89 5.5 0.49 2.8 0.91 4.1

Pensions/Other Income (3) OLS .53/.52 10.0/19.5 .58/.40 7.8/13.1 .61/.52 6.9/17.6 .53/.40 4.1/11.4
(4) IVCash .52/.36 9.5/12.5 .60/.21 7.9/8.2 .57/.37 6.2/11.6 .53/.22 4.0/7.3
(5) 3SLS .74/.52 7.8/11.7 .83/.34 8.9/6.9 .71/.56 6.3/10.9 .83/.48 6.6/8.7

F-Tests/Ch2-Tests on Equality of Pension and Other Income Coefficients (Stat/Signif)
(3) OLS 0.1/.83 4.6/.00 0.7/.40 0.9/.34
(4) IVCash 5.4/.02 18.8/.00 3.6/.06 4.8/.00
(5) 3SLS 5.3/.02 20.4/.00 6.4/.00 6.0/.00

F-Tests/Ch2-Tests on Significance of Instruments for Pensions and Other Income (Stat/Signif)
(2) Pension 121/.00 54/.00 156/.00 116/.00
(4) Inccash 8750/.00 2716/.00 7814/.00 4199/.00
(5) Pension 3103/.00 2117/.00 1893/.00 2750/.00
(5) Income 266/.00 258/.00 269/.00 258/.00

Number of Observations 5065 4905 4313 4115



Table 8
Regional Incidence of Child Benefit Arrears

Transfer Receipt as % of Entitlement
Round 5 Round 6 Round 7 Round 8

Overall
% 66 55 38 20
SE 2 2 3 2

Settlement Type
Urban % 66 62 44 23

SE 3 3 4 3
Suburban Settlement % 73 51 47 15

SE 7 8 3 7
Rural % 64 40 21 15

SE 3 3 3 3
Geographical Regions

Metropolitan % 71 67 76 84
SE 2 2 5 1

Northern and North Western % 50 39 34 7
SE 6 8 9 2

Central and Central Black-Earth % 75 71 51 20
SE 7 6 11 5

Volga-Vaytski and Volga Basin % 72 53 39 7
SE 5 6 4 2

North Caucasian % 65 52 29 20
SE 3 4 4 7

Ural % 64 61 31 17
SE 4 3 7 4

Western Siberian % 64 44 40 12
SE 4 9 6 3

Eastern Siberian and Far Eastern % 59 42 12 15
SE 4 4 2 4



Table 9
Child Benefit Receipt by Local Characteristics

Table 10
Child Benefit Arrears - Wage Arrears and Number of Children

Arrears No Arrears
Support for Families with Children Ruble 403 586

SE 15 26
Federal transfers Ruble 1554 1983

SE 90 113
Gross Regional Product Ruble 68769 82662

SE 4023 4154
Population under the age of 16 000 520 620

SE 20 32
Welfare Office % 69 79

SE 4 3

Transfer Receipt as % of Entitlement
Round 5 Round 6 Round 7 Round 8

Married Couples with Working Mothers
No Wage Arrears % 70 61 44 20

SE 3 3 4 4
share 45 43 43 40

Wage Arrears % 48 25 15 12
SE 5 4 3 3

share 7 9 14 10
Number of Children

1 % 57 49 35 17
SE 2 3 3 2

2 % 60 50 36 17
SE 3 2 3 3

>2 % 69 48 29 26
SE 4 5 6 6



Table 11
Household Characteristics by Child Benefit Arrears Status

No Arrears Arrears
Houshold Members # 4.3 4.3

SE 0.1 0.1
Children under 1.5 years # 0.1 0.1

SE 0.0 0.0
Children 1.5 to 6 years # 0.5 0.5

SE 0.0 0.0
Children 6 to 16 years # 1.6 1.6

SE 0.0 0.0
Pensioners # 0.4 0.4

SE 0.0 0.0
Settlement typ mean 1.6 1.9

SE 0.1 0.1
Expenditure R 11443 10898

SE 544 642
Income R 9065 8016

SE 398 443
Assets # 3.9 4.0

SE 0.1 0.1
HH: Male % 88.0 89.8

SE 0.0 0.0
HH: Age months 459 460

SE 4 4
HH: Married? % 88.0 87.0

SE 1.0 1.0
HH: High School? % 84.0 82.0

SE 1.5 1.5
HH: Gradre? mean 9.5 9.5

SE 0.0 0.0
HH: Studied after School? % 86.0 88.0

SE 1.3 1.1
If Studied after School:

HH: Vocational Diploma? % 35.2 37.8
SE 2.2 2.3

HH: Profess-Tech Diploma w/o Secondary Degree? % 13.5 13.4
SE 1.0 1.1

HH: Profess-Tech Diploma with Secondary Degree? % 26.1 24.8
SE 1.7 1.4

HH: Technical-Medical Diploma? % 24.0 23.0
SE 2.0 2.0

HH: University Diploma? % 20.0 18.0
SE 2.2 1.7

HH: Graduate Diploma? % 0.5 0.5
SE 0.3 0.2

HH: Labour Force? % 93.0 92.0
SE 0.6 0.8

If in Labour Force:
HH: Has Job? % 94.0 93.0

SE 0.7 0.8



Table 12
Determinants of the Probability to Receive Child Benefits

Notes: The dependent variable is child benefit receipt. The sample is restricted to households eligible for child benefits. All regressions include indicator
variables for rounds and geographical regions, and the variables household size, numbers of children by age group, and numbers of old-age males and females.
The education variables in columns 1 to 4, and Column 6 refer to the household head and are grade level completed in secondary school, vocational diploma,
professional-technical diploma without secondary degree, professional-technical diploma with secondary degree, university diploma, and graduate diploma.
The cluster- and oblast-level variables in columns 2 to 6 are the variables listed in Table 9. Column 2 to Column 6 also contain the head’s spouse employment
status and wage arrears status. Income excluding pensions is instrumented in Column 4 on indicators for whether the household head participates in the labour
force, has a job, has wage arrears, and on the occupational code for the primary and secondary jobs of the household head.

Probit Probit Probit OLS IV Probit
(1) (2) (3) (4) (5) (6)

Income Excluding Child Benefits Coef 1E-05 5E-06 4E-06 2E-06 4E-06 6E-06
t-stats 3.2 1.4 1.4 1.6 1.0 1.6

Potential Child Benefits Coef -1E-06
t-stats -1.7

Previous Rounds Child Benefit Arrears Coef -0.37
t-stats -6.1

F-TESTS  (Stat/Signif)
Education 1.9/.08 1.5/.18 1.5/.18 1.4/.24 1.3/.26 0.94/.47
Cluster and Oblast level variables 12.6/.00 12.7/.00 16.1/.00 12.5/.00 9.8/.00
Income IV 39.1/.00
Numbers of Pensioners 4.4/.00 1.0/.4
Numbers of Male 50+ and Females 50+ 4.5/.01

Number of Observations 3427 3427 3427 3427 3427 2538



Table 13
OLS Regression of Household Expenditures on Child Benefits

Notes: The dependent variable is household expenditures. The sample is restricted to households eligible for child benefits. All regressions include indicator
variables for geographical regions and rounds. HH refers to household head.

Coef t Coef t Coef t Coef t
(1) (2) (3) (4)

Child Benefits 0.45 1.5 0.74 2.5 0.68 2.3
Household Size 1053 5.1 1899 6.9 1892 6.0 2160 6.9
Number of Children 0 - 1.5 -1204 -2.1 -234 -0.3
Number of Children 1.6 - 6 -1699 -4.0 -1406 -2.8
Number of Children 6 - 16 -1574 -5.5 -1226 -3.6
Number of Boys 0 - 4 -2029 -3.5
Number of Girls 0 - 4 -1647 -3.0
Number of Male Children 4 - 21 -1302 -3.4
Number of Female Children 4 - 21 -1701 -4.8
Number of Males 50+ 559 1.0 -94 -0.2 52 0.1 -265 -0.5
Number of Females 50+ 21 0.1 -777 -2.0 -895 -1.7 -1031 -2.3
HH: Age 4 2.5 2 1.5 1 0.5 3.0 1.9
HH: Male 2185 5.0 1447 3.2 1715 3.5 1298 2.6
HH: Grade completed in Secondary School 393 3.3 380 3.1 335 2.3 348 2.8
HH: Vocational Diploma 431 1.2 460 1.3 547 1.2 413 1.1
HH: Profess-Tech Diploma w/o Secondary Degree -153 -0.3 -82.2 -0.2 62 0.1 -63 -0.1
HH: Profess-Tech Diploma with Secondary Degree -554 -1.5 -462 -1.3 -175 -0.4 -584 -1.6
HH: University Diploma 1975 5.6 2070 5.7 2378 4.5 1973 5.7
HH: Graduate Diploma 2612 1.3 2879 1.4 4457 1.5 2638 1.2

F-statistics for Numbers of Children 0 - 16  (Stat/Sign) 10.2/.00 5.1/.00
F-statistics for Numbers of Boys & Girls 0 - 4, 4 - 21  (Stat/Sign) 6.1/.00

Number of Observations 3414 3414 1554 3414



Table 14
Estimates of the Propensity to Consume from Child Benefits and Other Income

Notes: The dependent variable is household expenditures. The sample in the first two columns is restricted to all households eligible for child benefits, and in
last two columns to all households which received child benefit payments. The estimates in columns 1 and 3 are for level regressions, and the coefficients in
columns 2 and 4 for regressions in first-differences. All regressions contain the variables used in the regression of Column 4 in Table 13. In Row 3, other
income is instrumented on other income excluding home production (“Inccash”).

Level First-Differences Level First-Differences
Child Bens>=0 Child Bens>=0 Child Bens>0 Child Bens>0

(1) (2) (3) (4)

Coef t Coef t Coef t Coef t
Child Benefits (1) OLS 0.68 2.3 0.38 1.7 0.49 1.1 -0.46 -1
Child Benefits/Other Income (2) OLS .29/.44 1.2/15.4 .23/.29 1.2/9.3 .17/.44 .42/13.5 -.56/.25 -1.3/7.1

(3) IVCash .35/.38 1.4/12.3 .29/.18 1.4/5.5 .18/.43 .5/11.8 -.53/.18 -1.2/4.7

F-Tests on Equality of Child Benefits and Other Income Coefficients  (Stat/Signif)
(2) OLS 0.3/.58 0.2/.63 0.5/.51 3.5/.07
(3) IVCash 0.0/.92 0.0/.91 0.4/.53 2.6/.11

F-Tests/Ch2-Tests on Significance of Instruments for Other Income (Stat/Signif)
(3) Inccash 11652/.00 5534/.00 9506/.00 5466/.00

Number of Observations 3414 3304 1554 1196



Table 15
OLS Estimates of the Propensity to Consume from Total Income

Notes: The dependent variable in rows 1 to 3 is household expenditures, and in rows 4 to 6 food expenditures. The estimates in columns 1 and 2 are for level
regressions, and the coefficients in columns 3 and 4 for regressions in first-differences. The sample in the first and third columns is restricted to all households
eligible for pensions, and in the second and fourth columns to all households eligible for child benefits. The regressions in columns 1 and 3 contain the
variables used in the regression of Column 4 in Table 6, and total income is instrumented in Row 2 and Row 5 on income excluding pensions and home
production (“Inccash”), and in Row 3 and Row 6 on the instruments for pensions and other income of the 3SLS regression in Row 5 of Table 7. The regression
in columns 2 and 4 contain the variables used in the regression of Column 4 in Table 13, and total income is instrumented in Row 2 and Row 5 on income
excluding child benefits and home production (“Inccash”), and in Row 3 and Row 6 on indicators for whether the household head participates in the labour
force, has a job, and has wage arrears, on the occupational code for the primary and secondary jobs of the household head, and on the amount of child benefits
calculated according to the benefit rules.

Level First-Differences
Pensions>=0 Child Bens>=0 Pensions>=0 Child Bens>=0

Coef t Coef t Coef t Coef t
(1) (2) (3) (4)

Household Expenditures (1) OLS 0.52 20.9 0.44 15.9 0.41 14.7 0.29 9.5
(2) IVCash 0.37 14.5 0.37 12.6 0.26 11.5 0.18 5.7
(3) IV 0.55 10.4 0.47 8.9 0.47 7.6 0.33 5.8

Food Expenditures (4) OLS 0.42 17 0.28 12.8 0.35 12.9 0.22 9.4
(5) IVCash 0.22 11.1 0.18 9.7 0.17 8.9 0.09 5.5
(6) IV 0.51 10.4 0.31 6.3 0.49 8.9 0.29 5.1

F-Tests on Significance of Instruments for total income  (Stat/Signif)
(2) (5) Inccash 7909/.00 11747/.00 2956/.00 4788.8
(3) (6) Income 12.5/.00 21.8 17.2/.00 20.5/.00

Number of Observations 5065 3414 4313 1196



Table 16
Estimates of the Propensity to Consume for Households Receiving both Pensions and Child Benefits

Notes: The dependent variable in Row 1 and Row 2 is household expenditures, and in Row 3 and Row
4 food expenditures. The estimates in rows 1 and 3 are for OLS regressions, and in rows 2 and 4 for
instrumental variables regressions, where income excluding pensions and child benefits is instrumented
on income excluding pensions, child benefits, and home production. The sample is restricted to all
households eligible for both pensions and child benefits. All regressions contain the variables used in
the regression of Column 4 in Table 13.

Coef t
Household Expenditures
Pensions/Child Benefits/Other Income (1) OLS .81/.41/.54 4.6/1.1/11.9

(2) IVCash .86/.38/.43 5.0/1.0/7.1
Food Expenditures
Pensions/Child Benefits/Other Income (3) OLS .65/.21/.38 4.7/.6/9.6

(4) IVCash .74/.17/.21 5.1/.5/4.7

Household Expenditures: F-statistics on equality of coefficients  (Stat/Signif)
Pensions/Child Benefits (1) OLS 0.9/.34

(2) IVCash 1.4/.24
Pensions/Other Income (1) OLS 2.3/.13

(2) IVCash 3.2/.08
Child Benefits/Other Income (1) OLS 0.1/.72

(2) IVCash 0.3/.60

Food Expenditures: F-statistics on equality of coefficients (Stat/Signif)
Pensions/Child Benefits (3) OLS 1.3/.25

(4) IVCash 2.4/.13
Pensions/Other Income (3) OLS 6.1/.02

(4) IVCash 11.3/.00
Child Benefits/Other Income (3) OLS 0.0/.90

(4) IVCash 0.0/.90

F-statistics on Instrument  (Stat/Signif) (2) Inccash 1831/.00

Number of Observations 1049



Table 17
Actual and Simulated Poverty Rates

Notes: The restricted sample consists of households with unchanged eligibility status across the rounds. The simulations assume a propensity to consume of
0.89 for pensions and 0.33 from other cash transfers. Simulation 1 assumes no arrears in government cash transfers. Simulation 2 holds government cash
transfers constant at the level of Round 5.

ACTUAL ACTUAL SIM 1 (% ACTUAL) SIM 2 (% ACTUAL)
Total Sample Restricted Sample Restricted Sample Restricted Sample

R5 R6 R7 R8 R5 R6 R7 R8 R5 R6 R7 R8 R6 R7 R8
(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12) (13) (14) (15)

Head-Count tot 11.0 15.9 17.4 19.1 11.7 15.4 19.1 19.2 99 95 86 94 89 84 80
SE 0.6 1.1 1.3 1.3 1.1 1.3 1.5 1.8

Poverty Gap tot 3.3 4.7 5.7 6.0 3.1 4.1 6.5 6.0 97 92 80 90 86 84 78
SE 0.2 0.3 0.5 0.5 0.3 0.5 0.7 0.7

FTG, a=2 tot 1.5 2.1 2.8 2.7 1.3 1.7 3.3 2.7 96 91 76 88 85 83 78
SE 0.2 0.3 0.5 0.5 0.2 0.3 0.5 0.4



Table 18
Decomposition of changes in Poverty from Round 5 to Round 8

Propensity to Consume: Pensions 0.56 and Other Cash Transfers 0.47
Reference Round 5 Reference Round 8

abs % abs %
Head-count
Actual 7.5 7.5
Changes in transfers 2.3 31 3.9 52

Growth 2.0 27 2.5 34
Redistribution 0.2 3 0.8 10

Rest 0.1 1 0.6 8
Changes in expenditures 3.6 48 5.2 69

Growth 3.1 41 3.8 51
Redistribution 0.5 6 1.2 16

Rest 0.1 1 0.2 3
Residual 1.6 21 -1.6 -21
Poverty gap   
Actual 2.9 2.9
Changes in transfers 1.9 64 1.3 46

Growth 1.5 50 1.2 42
Redistribution 0.8 26 0.1 4

Rest -0.4 -13 0.0 -1
Changes in expenditures 1.6 54 1.1 36

Growth 1.1 36 1.6 55
Redistribution 0.3 10 -0.2 -8

Rest 0.2 7 -0.3 -11
Residual -0.5 -18 0.5 18
FGT   
Actual 1.4 1.4
Changes in transfers 1.9 136 0.6 41

Growth 1.1 80 0.6 45
Redistribution 1.1 76 -0.2 -15

Rest -0.3 -20 0.2 11
Changes in expenditures 0.8 59 -0.5 -36

Growth 0.4 32 0.7 50
Redistribution 0.3 21 -0.9 -66

Rest 0.1 6 -0.3 -20
Residual -1.3 -95 1.3 95



Table 19
Decomposition of changes in Poverty from Round 5 to Round 8

Propensity to Consume: Pensions 0.89 and Other Cash Transfers 0.33
Reference R5 Reference R8

abs % abs %
Head-count
Actual 7.5 7.5
Changes in transfers 3.5 47 4.1 55

Growth 3.2 43 4.0 54
Redistribution 0.6 8 0.7 10

Rest -0.3 -4 -0.7 -9
Changes in expenditures 3.4 45 4.0 53

Growth 1.9 25 2.8 37
Redistribution 0.8 11 0.5 6

Rest 0.7 10 0.7 10
Residual 0.6 8 -0.6 -8
Poverty gap   
Actual 2.9 2.9
Changes in transfers 3.4 117 1.4 47

Growth 2.6 88 1.5 50
Redistribution 1.5 51 -0.1 -4

Rest -0.7 -23 0.0 1
Changes in expenditures 1.5 53 -0.5 -17

Growth 0.7 26 1.2 43
Redistribution 0.5 17 -1.3 -44

Rest 0.3 10 -0.5 -15
Residual -2.0 -69 2.0 69
FGT   
Actual 1.4 1.4
Changes in transfers 4.5 324 0.6 40

Growth 2.3 167 0.7 51
Redistribution 2.7 192 -0.6 -41

Rest -0.5 -34 0.4 30
Changes in expenditures 0.8 60 -3.1 -224

Growth 0.3 21 0.5 35
Redistribution 0.4 31 -2.8 -204

Rest 0.1 7 -0.8 -56
Residual -3.9 -284 3.9 284


