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Abstract

Our aim in this paper is to examine the impact of cash transfer systems on child well-being in the countries of Eastern Europe and Central Asia. Household survey microdata for five countries in the region (Albania, Bulgaria, Moldova, Russia and Tajikistan) are used to elaborate the analysis. First, we look at the extent to which transfers support the living standards of children in poorer and richer households. We find that pensions (mostly received by women) are by far the largest form of cash support for households with children. While pensions are not well targeted on the poorest children, they do provide substantial support; extensive literature moreover suggests that pension receipt by women is particularly beneficial for children. Second, we analyse the impact of pension receipt on one aspect of social ordering for families with children – household formation. Pension receipt by grandparents does appear to be associated with children living in multi-generation extended households, while pension receipt by parents (particularly single parents) is associated with living in nuclear family-household arrangements. The implications of this finding are discussed in terms of social ordering between genders and generations, and in the context of reforms to pension and other transfer systems that are currently being undertaken across the region. 

1 Introduction

For the countries of Eastern Europe and Central Asia, one of the positive legacies from the communist era is the relative large role that social security systems play in supporting households’ and families’ living standards. However, the structure of social security (defined as all cash public transfers) in these countries means that children in particular are supported almost by accident, since the vast majority of public transfer expenditure goes on pensions, mostly for retired and disabled people. This raises some important questions, not only about the impact of social security in the countries of the region on child poverty, but also about its wider impact on social ordering. 

The first purpose of this paper is to examine the mix of cash transfers received by households with children in five countries in Eastern Europe and Central Asia (Albania, Bulgaria, Moldova, Russia, and Tajikistan) around 2003, and their impact on household resources. For reasons that quickly become obvious, particular attention is paid to pensions. How much do transfers in general, and pensions in particular raise children’s living standards? Attention is also given to whether pensions in households where children live are paid to men or to women, since research suggests that transfers to women are more likely to be shared with co-resident children than transfers paid to men. This analysis indeed finds that pensions comprise a large share of total consumption in those households with children that receive them, and that women are the more likely recipients of these pensions, particularly in poorer households. 

The second purpose of the analysis is to consider the implications of the transfer systems in place in the five countries for social ordering, to use Esping-Andersen’s (1990) phrase. Feminists such as Orloff (1993) have argued that welfare states should be assessed according to the extent to which they allow women to form and maintain autonomous households for themselves and their dependents. In rich countries, where the vast majority of people live as individuals, couples, or in nuclear family-households (that is comprising parents and dependent children only) this is not only a reasonable goal for women, but could also ensure reduced child poverty if implemented properly. But how relevant is it in developing countries, where large numbers of people live in extended family households? To what extent should welfare state policy aim to maintain or alter traditional extended family living arrangements? Our key question therefore is, how do the cash transfer systems impose or support particular types of social stratification in the five countries? To the best of our knowledge this question, which is directly relevant to the issue of child well-being, has not previously been asked in the context of developing and transition countries.

The main findings can be summarised briefly as, first: transfers have an important but almost accidental role in supporting children’s living standards – accidental in that pensions aimed mostly at elderly people are the most important form of support. Second, the stratification effects of transfer systems in the region are evident in the living arrangements of families with children. In all countries, a significant proportion of children live in extended family arrangements, and eligibility to pensions in particular do appear to influence families’ choices in this regard. This has implications for the reform of transfer systems in the region, and its impact on child well-being, as well as on stratification between men and women, and between generations. 

The remainder of this paper is organised as follows. Section 2 presents an overview of the region of Eastern Europe and Central Asia, and shows that the five countries on which the majority of the analysis is performed are broadly representative of the region as a whole. The impact of different types of transfer on child poverty, and the concept of the welfare state as a system of stratification is discussed in Section 3. Section 4 describes welfare systems in Eastern Europe and Central Asia, while Section 5 examines findings from household survey microdata for five countries in the region. Section 6 discusses the implications of the data analysis, and Section 7 concludes.

2 Overview of the Region

The region of Eastern Europe and Central Asia in which includes our analysis countries is diverse. Geographically, it stretches from the Adriatic Sea to the Pacific Ocean and covers 19 countries, twelve of which are former republics of the Soviet Union, and five of which once formed Yugoslavia.
 Only three countries – Albania, Bulgaria and Romania, predate the collapse of communism in Eastern Europe. Table 1 shows that the region is also diverse in terms of level of economic development. Croatia, the richest country in the region, has a GDP per capita of about US$12,000 PPP, followed by Russia, Romania and Bulgaria with GDPs of US$8-10,000. These are middle income countries, notably less wealthy than countries in Western Europe, but similar in terms of income to the new EU member states of Hungary, Poland and the Czech Republic. At the other end of the scale, Tajikistan is among the poorest 20 countries in the world in terms of GDP per capita. While GDP has recovered from the shock of transformation in most countries of South Eastern Europe, it remains lower than the pre-collapse level in many countries of the former Soviet Union. In Moldova and Tajikistan, real GDP per capita in 2004 was estimated to be little more than half its 1989 level. The poorest countries also have the most children and the highest absolute poverty levels. The absolute child poverty rate in Kyrgyzstan and Tajikistan is six times that in Russia. 

[Table 1 here]

As Table 1 clearly demonstrates, the five countries which form the core of our analysis (highlighted in bold) include both rich and the poor countries, and countries in South Eastern Europe (Albania and Bulgaria), the Western CIS (Moldova) and Central Asia (Tajikistan), as well as by far the largest country (Russia). They are also diverse in terms of culture. While they all have the common characteristic of a long period of communist rule which continues to profoundly influence a wide number of institutions, including, as we shall see in Section 4, the welfare state, Albania and Tajikistan are both mainly rural countries with large majorities of muslims. The other three countries are predominantly Christian. Bulgaria and Russia are recognisably ‘Western’ in a number of senses – they are urbanised and industrialised, and people in these countries generally have an individualistic outlook recognisable in the West. Tajikistan and Albania are more conservative and collectivist, while Moldova falls somewhere in between. We argue below that these characteristics need to be considered in examination of the impact of transfer regimes on household standards of living and social structures. 

3 Transfers, welfare regimes and stratification

Transfers and children

A large literature, mostly in economics, argues that the impact of a given transfer on children’s well-being depends not only on its size, but also its stated purpose, and which adult in the household actually receives it. Kooreman (2000), using data for the Netherlands, and Sahn and Gerstle (2004) who use data from Romania, argue that that the marginal propensity to purchase children’s goods is greater for child or family allowance income than it is for income from other sources. Kooreman suggests that this is because of the ‘labelling effect’ of child allowances – parents spend them on children because the name of the transfer suggests that they should do so. While not discounting this suggestion, Sahn and Gerstle (2004) suggest that it may also be because child allowances are usually paid to women. They are supported in this assertion by a significant amount of evidence that income and transfers accruing to women are more likely to be spent on children than those accruing to men. Lundberg et al. (1997) show that when receipt of child benefit in the UK switched from men to women in the 1970s, expenditure on child goods increased in receiving households. Duflo (2003), echoing earlier research by Thomas (1990) and de Carvalho Filho (2001) on pensions in Brazil, shows that the expansion of the old-age pension programme in South Africa  had a positive impact on the health and nutrition of girls, and that this was entirely due to pensions received by women. Grogan (2004) makes a slightly different finding for child allowances received by women in Russia: that it increases the nutritional well-being of both adults and children in the household. She cites very high rates of alcohol and tobacco consumption among men in Russia as one reason why incomes and transfers that they receive may not have a positive impact on household nutrition. 

But there is also some evidence for developing countries that pensions in general, whether aimed at men or women, benefit children. Multi-generation household arrangements that are common in developing countries encourage the sharing of pensions and other income, and Case (2001) agues that pension receipt by men and women in South Africa improves the well-being of adults and children who live with them. Barrientos and Lloyd-Sherlock (2003), in a study of non-contributory pensions in Brazil and South Africa, make a similar claim: “The vast majority of non-contributory pensioners share all, or most of their pension benefits with their households, and consequently the pension benefit is effectively a contribution to household income.” (Barrientos & Lloyd-Sherlock, 2003, p.12)

Welfare systems and stratification

The question of who receives transfers, and the conditions attached to their receipt, is central in the social policy literature to understanding the impact of the welfare state on social stratification. Esping-Andersen (1990) argues that the welfare state is itself “an active force in the ordering of social relations” (p.23), privileging some social groups over others, and seeking to either reproduce or modify the impact of the market or social class in the distribution of resources and opportunities between households and individuals. 

Feminists argue that welfare states also stratify according to gender. Lewis (1992) suggests that welfare regimes in industrialised countries have all subscribed to some degree to the idea of a society populated by male breadwinners who support dependent caregiving wives and children through employment, but some have modified this pure type to a greater extent than others. Orloff (1993) argues that the key test for gender stratification of welfare states is the extent to which women are enabled to form and maintain autonomous households, and that women’s movements have sought to achieve this goal through two principal strategies: establishing secure incomes for women who engage in full-time domestic work and caring for their children; and improving access to paid work and establishing services that reduce the burden of caring on individual households. 

The extent to which children benefit from welfare arrangements, and the extent to which these same arrangements stratify according to gender are in practice strongly linked in rich countries for two reasons: first because of the evidence summarised above that income and transfers accruing to women are more likely to be spent on children than income and transfers accruing to men; and second because those countries which promote gender equality through facilitating access to employment, provision of affordable quality childcare and adequate social supports also are successful in reducing poverty among children in both couple and single parent families (Bradbury & Jantti, 1999; Christopher, 2002; UNICEF, 2000).

However, the link between children’s well-being and that of their parents may be less straightforward in developing countries. Welfare states in rich countries tend to assume that people live as individuals, in couples, or if there are children, in unitary single nuclear family households. The family may include adult children who are classed as dependent on their parents if they are in full-time study or not employed (up to the age of 24 in UK and Australia, for example), or elderly parents to whom adult children provide care (with varying degrees of obligation across rich countries). But people of almost whatever age who become parents themselves are generally expected to form their own households, and are no longer seen as dependent on their parents. In many developing countries, it is not necessarily expected that people who marry or have children will form autonomous households, or that they will develop independence from their parents. Sagner and Mtati (1999) argue that pension sharing by older people with their extended families in South Africa is closely related to the “moral density of familial/kinship ties” (p.411). Similar forces that bind the generations together may be at work in a number of East European and Central Asian societies. Wheeler  notes that Albanian society has been described as patriarchal, “where a male head typically assumes the role of decision-maker and financial controller” (1998, p.3). Harris (2005) makes a similar point regarding Tajikistan:

“Tajiks claim a collective style of family relationships, which they frequently contrast with the more individualistically inclined Russians. They are adamant that the older generation has the right to make all decisions for young people and that young people should put the good of the family before their own specific needs.” (Harris, 2005, p.79)

Patriarchal, collective and traditional family values such as exist in Albania and Tajikistan, where cohabitation and single parenthood are frowned upon (International Helsinki Federation for Human Rights, 2000), are arguably conducive to extended family-households. Economic necessity can also induce people in extended families to live together, which reports suggest is often the case in less ‘traditional’ and more individualistic countries such as Bulgaria and Russia where for example, cohabiting and single parenthood are generally socially accepted (Kanji, 2004; Mărginean et al., 2006; McKinney, 2004). Whether the causal factor is tradition or economic necessity, it is difficult to draw general conclusions about whether children would be better off in a nuclear or extended family arrangement. This perhaps depends on the extent to which the chosen living arrangements impact on the child’s standard of living, and other quality of life factors, such as parents’ contentment with arrangements. If parents are content, then perhaps it may be assumed in the absence of other information that children are also content.

The relationship between social structure and welfare state in developing and middle income countries has not been greatly discussed to date. In particular, the implications for the well-being of children and women of transfer systems in traditional or collectivist societies, where both gender and generational issues need to be considered, appears to be little studied. The economic analyses cited in Section 3 would tend to suggest that children can benefit where women (mothers and grandmothers) receive transfers from the state. The feminist critique of the welfare state in rich countries is most concerned with how welfare arrangements support women’s autonomy (and by extension their dependent children’s living standards), including women’s autonomy from their own mothers, and mothers’ autonomy from their daughters and sons. Women (and some men) in extended family-households have little autonomy in this respect, especially where transfer payments accrue to grandparents. This in itself is an issue in terms of gender and generational stratification. To the extent that women themselves feel oppressed by this lack autonomy, this may also be an issue for their children’s well-being. 

4 Social security systems in Eastern European and Central Asian countries

Every country in the region inherited a fairly large system of social security from the communist era. Although numerous reforms have been implemented across the region since the early 1990s, social security systems in most countries continue to be the subject of debate – between support for retired people and for families with children, and between universalism and means-testing, for example (Alam et al., 2005). Direct poverty alleviation, seldom a policy priority for communist regimes, has grown in importance with the introduction of means tested social assistance and other allowances. Reward for service to the state, a key part of the communist social contract, has diminished in significance. Nonetheless, social security have for the most part remained large, mostly because of the extensive system of pensions and other benefits paid to people who have reached retirement age. 

Figure 1 shows public expenditure on social security as a percentage of GDP in 2003 in 13 countries in Eastern Europe and Central Asia, and for comparison, five countries in Central Europe (now all member states of the European Union) and 3 rich western countries. While the share of social security in GDP is largest in Sweden and Germany, shares in Bulgaria and Ukraine rate favourably with that in the UK, while shares in Kyrgyzstan and Uzbekistan, at about 9 per cent of GDP, are similar to the share in Lithuania. At the other end of the scale however, Tajikistan and Kazakhstan devote only about 3 per cent of GDP to social security. In Tajikistan nonetheless, almost 358,000 people (90 per cent of the eligible population) received age pensions in 2001, while a further 200,000 received disability, survivors’ and other types of pensions (Alam et al., 2005). This is not untypical in a region where most people past retirement age, and quite a few below it, receive a pension of some sort.

[Figure 1 here]

Pensions consume the majority of social security expenditure across the region – three quarters or more in several countries. Most countries have reformed their pension schemes in the past 15 years. Contributions are now beginning to define benefits, and eligibility to disability pensions is being tightened. In several countries the retirement age for men and women has gradually been increased. But there are numerous exceptions, for example with respect to public servants and military personnel in Russia (World Bank, 2002). Most pensions are not means-tested, and people with higher earnings tend to get higher pensions. The more generous treatment of ex-military personnel and other state employees moreover give pension systems a mild Bismarkian quality (mild in that differences in pension rates for different status groups are quite compressed). However, since pensions are by nature backward looking, they may be more successful in maintaining differentials as they existed in the communist era, rather than newly emerging inequalities in post-transition societies, or indeed newly emerging inequalities in reformed pension systems. In this respect, women who are retiring now tend to be worse off than women who retired in the 1990s, since the earlier retirees were able to avail of more generous provisions that increased their overall level of pension and reduced the differential with men’s pensions; in recent years this differential has been increasing in several countries (Asian Development Bank, 2006). 

Family allowances (albeit paid by enterprises as a supplement to wages) were also part of communist income support systems (Atkinson & Micklewright, 1992). These benefits have been substantially reformed in most countries since the end of communism, and are now paid (mostly to mothers) as means-tested benefits, although both Bulgaria and Romania, have developed universal systems (Huerta & Stewart, 2006), and in Russia the majority of families with children receive some payment.
 Armenia has a highly targeted but quite generous scheme for those who qualify. Albania does not have a category of payments aimed exclusively at families, but Economic Assistance, a general means tested social assistance benefit, serves a similar purpose. In Tajikisan on the other hand, a multiplicity of small low value schemes for families with children has evolved since the 1990s, including a number that are administered through community bodies such as school committees (World Bank, 2005). 

These programmes are similar in terms of their locally controlled administration to social assistance administered by the mahallas in Uzbekistan. Mahallas are neighbourhood committees (which also exist in Tajikistan) covering small populations in both urban and rural areas. They consist mainly of elders whose role is to manage problems in their community, including helping the needy, and to exercise social control (Marnie & Micklewright, 2005). Since the fall of communism, mahallas have adopted a quasi official role in targeting and disbursing state financed social assistance among families in their communities that they consider to be needy. While local knowledge means that they can be very effective in targeting social assistance, the high degree of discretion available to them means that they sometimes discriminate against ethnic or religious minorities, or others of whom they disapprove (Marnie & Micklewright, 2005). A Human Rights Watch report states that the Uzbekistan government prioritises keeping families together, and the mahallas help in this, for example by denying women who are subjected to violence by their husbands the right to divorce (Human Rights Watch, 2003). Therefore, mahallas, apart from disbursing transfers, can also perhaps be seen as defenders of ‘traditional’ family values. In all countries, violence against women is recognised as a serious social problem. Falkingham (2000) reports in the case of Tajikistan on surveys which show that a majority of women are regularly exposed to some form of violence (including physical, psychological, and economic violence) within the home, and that this is often exacerbated by economic stress. Autonomy, and how the transfer system facilitates it, is an important issue for women in the region.

Other transfers, such as those relating to unemployment or maternity, exist in all countries in the region, although they are generally small in size, except in Bulgaria, where both unemployment and maternity benefits (which are universally available to all women in the months around childbirth) are significant in size.

To summarise, social security systems in the region are dominated by pensions (and particularly pensions for the aged and retired), which take up most expenditure. Other benefits and family allowances take up only a small proportion of total social security expenditure, and are on average of low value. Two preliminary conclusions can be drawn. First, their impact on children will depend on the extent to which pensions are shared with children, and especially poorer children. Drawing on the conclusions of the literature in Section 3, it will also then depend on the extent to which women control these pensions. Second, it is unclear how much children in single parent families are likely to benefit from these systems – this is likely to depend on their living arrangements or other characteristics, such as eligibility to a disability or survivor’s pension (family allowance premiums for single parent families exist, but they are usually small). Third, the dominance of pensions in social security systems suggests a ‘South African’ or ‘Brazilian’ effect in terms of stratification – these systems are likely to encourage extended families to live together, support patriarchal control, and make it difficult for some women with children to exit from what they may see as undesirable living arrangements. The next section examines these issues.

5 Data analysis 

The main evidence of the impact of social security systems in Eastern Europe and Central Asia on children’s living standards and social stratification comes from household survey data for five countries in the region Albania (2002), Bulgaria (2001), Moldova (2003), Russia (2003), and Tajikistan (2003). All these surveys are nationally representative and collect detailed information on the characteristics of households and the people who live in them, as well as information on both incomes and consumption of household members. The data are described in more detail in Menchini and Redmond (2006). Here we provide a few summary details pertinent to this analysis. 

In the tables that follow, only households that contain children (aged 0-17) are included. Households are divided according to living standards by quintiles of per capita household consumption (that is with a per capita equivalence scale), derived from this subset of households with children. Consumption includes expenditure on current items (for example, food, energy) and excludes expenditure on housing or consumer durables. This definition follows that used by the World Bank in its analyses of poverty in the region (Alam et al., 2005), and is also discussed in greater detail in Menchini and Redmond (2006). For shorthand we describe as ‘poor’ children who are in the lowest quintile of the distribution of consumption, and as ‘rich’ those children in the top quintile. 

It is important to note that we assume throughout this analysis equal intra-household sharing of resources. However, given the discussion above, we note that where women are the recipients of pensions, this is likely to benefit children more than where men are the recipients. Conversely, where men receive the majority of the income, it is possible that children benefit less. In this paper, we do not attempt to quantify how much more (or less) - that is a separate analysis. However, Falkingham and Baschieri (2004) shows that in the case of Tajikistan, varying assumptions about sharing of wage income among household members can make a significant difference to child and adult poverty estimates. Finally, all differences reported in the text are tested as statistically significant at the 0.05 level. The sensitivity of results to the choice of equivalence scale was also tested. Varying the equivalence scale does affect some of the results presented here, particularly where data are presented according to household type (this is noted in the text). However, the main conclusions are robust to assumptions of equivalence.
Impact of transfers on children’s well-being

Table 2 shows the share of different types of transfer (in the three broad groups discussed in Section 4 above) in total transfers going to families with children. In all five countries, pensions (and mostly age pensions) comprise the majority of transfers going to households with children, ranging from 44 per cent in Bulgaria, to 92 per cent in Tajikistan. This is not surprising, given the size of pension programmes in these countries, in comparison with other transfer programmes. In Albania means tested Economic Assistance is the next most important programme, comprising a fifth of all transfer money going to households with children. In Bulgaria, Russia and Moldova, family allowances comprise 11-13 per cent of the total transfer package, compared with 5 per cent in Tajikistan. Bulgaria is the only country where other transfers (in particular, unemployment and maternity benefits) comprise a substantial proportion of the total package - over 40 per cent, compared with a maximum of 15 per cent in the other countries.

[Table 2 here]

Table 3 shows how this package is distributed across the poorest and richest children. The table is divided from top to bottom into four panels, showing the distribution of all transfers combined; of pensions; of child and family allowances, and of other benefits across the five countries. In Tajikistan and Moldova, four in ten children live in households where at least some transfers are received. This is a substantial proportion, given the low GDP of both these countries. Half of children in Albania live in households where some transfer is received, as do eight in ten or more in Bulgaria and Russia. In all countries, therefore, transfer systems have the potential to transform children’s material well-being. The distribution of receipt is also mildly progressive in all countries, with poorer children more likely to live in households that receive a transfer than richer children. On average, transfers as a proportion of total household consumption vary among receiving households from 5 per cent in Tajikistan to 20-25 per cent in Bulgaria, Russia and Moldova. In these three latter countries in particular, transfers make up between a third and half of total household consumption among the poorest children, compared with a much smaller proportion in Tajikistan (8 per cent). Nonetheless, the overall impact of the transfer systems is arguably regressive. In every country, the proportion of total transfer payments going to children in the poorest households is at best equal to the proportion going to children in the richest 20 per cent. In Albania and Tajikistan, the richest households with children receive a substantially greater share of the transfer pie than the poorest households.

[Table 3 here]

The remaining panels of Table 3 show that pensions (as Table 2 suggests) are the largest transfer to households with children. In all countries, about a third of children live in households where a pension is received, with poor children more likely to benefit than rich children. Among these poor children, pensions make up a substantial proportion of total household consumption, ranging from a tenth in Tajikistan, to three quarters in Russia. As with total transfers however, richer households containing children generally receive a larger proportion of the total pension pie than poorer households. 

The distribution of child and family allowances is quite different to that of pensions. Two thirds of children in Bulgaria and Russia live in households that receive an allowance, compared with 16 per cent or less in the other three countries. In Albania, Russia and Moldova, the distribution of these allowances is progressive (strongly so in Albania, where Economic Assistance is both geographically targeted on the poorest regions and means-tested on individual households), but regressive in Bulgaria and Tajikistan. The importance of other benefits varies considerably, both in terms of contribution to household resources and distribution between richer and poorer households. They make a substantial contribution to receiving household resources among the poorest fifth of children in Bulgaria, Albania and Russia, but an insignificant contribution in Tajikistan.

Household composition

If, as Table 3 shows, pensions are the main source of transfers for households with children, then those children who live with pensioners stand to gain the most from the transfer system. Table 4 shows the distribution of children in the poorest and richest quintiles of household consumption across different types of household – nuclear (divided into single parent and couple parent), and extended, usually comprising three generations of the one family living together, for example children, their parents and their grandparents (again divided into whether the children have one or two parents living with them). In all countries, half or more children live in a nuclear family household with both parents present. In Albania, Bulgaria and Tajikistan, 5 per cent or fewer children live in single parent nuclear family households, compared with about 15 per cent in Russia and Moldova. These proportions are surprisingly small for Bulgaria, but in the case of Albania and Tajikistan are in keeping with literature which emphasises the traditional nature of society in these countries. In all countries, substantial percentages of children also live with a single parent or both parents in extended family households. Also notable in Russia and Moldova are the significant percentages of children who live in households without either parent, the result in Moldova at least of mass emigration (this is discussed in more detail in Menchini & Redmond, 2006). 

[Table 4 here]

Statistics for children in the poorest and richest quintiles on Table 4 show that nuclear family households, whether containing one or two parents, are in general better off than extended family households, with substantial concentrations of the latter in the bottom quintile (although children who do not live with either parent appear to do well in Moldova). Although this result is sensitive to the equivalence scale used, the data nonetheless suggest that many people group themselves into extended family households for economic reasons, as literature on single parents in Russia argues (Kanji, 2004; Lokshin, Harris, & Popkin, 2000; McKinney, 2004), and form nuclear family units if they can afford it. 

Table 5 shows how pensions are distributed among the different household-family types. We focus on pensions because they are the most valuable transfer to households with children. In all countries, two thirds or more children in extended family households live with somebody who receives a pension. In all countries too, only a small minority of children living with both parents in nuclear family households benefit from a pension (7-15 per cent). On the other hand, pension receipt among nuclear family single parent households covers between a third and half of children in this category. This suggests that for single parent families, access to a pension (such as a Survivor Pension for widows) may be a deciding factor in allowing them to live as a nuclear family, while lack of access to a pension or another stable income source may prompt them to adopt extended family living arrangements, where they might be able to benefit from pension and other income accruing (for the most part) to their parents. Table 5 also shows average size of pensions received by different household-family types, as a percentage of per capita consumption. Pensions accruing to extended family households are on average similar in size (as a percentage of household consumption) to pensions accruing to nuclear family households. Table 6 shows that in four of the five countries for which data are available, pensions going to households with children (and especially the poorest households) are more likely to be received by women than by men, suggesting that the children are likely to benefit from this income. 

[Table 5 here]

[Table 6 here]

Regression analysis

Information on Tables 3-5 discussed above would tend to support more than contradict the hypothesis that transfers, and particularly pensions (and who receives them) may influence the living arrangement decisions of families with children. In practice, a range of factors may influence how parents make household formation decisions, including cultural norms, income from all sources, number of children, having extended family in near proximity, and that family’s willingness to co-reside with them. In this subsection, we use logistic regression analysis on data for four countries to test the hypothesis that direct access to pension or other transfer income influences single parent families’ decisions to live in single nuclear family households, or to adopt a extended living arrangement, with the dependent 0= “lives in extended family household” ; 1= “lives in nuclear family household”. While data limitations do not allow us to test proximity of extended family members who do not live with sampled families, or their willingness to enter into shared living arrangements, we can identify pension and other payments to parents of children in both nuclear and extended family arrangements. We also have information on the household’s total per capita expenditure, whether the household is in an urban or a rural area, and the number of children in the household. All of the independent and control variables are binary, except per capita household income, which is in the national currency, and number of children in the household. 

Table 7 shows the odds ratios resulting from the logistic regression models, which can be interpreted as follows: An odds ratio of less than 1 suggests that an increase in the independent variable would result in a decrease in the odds that the single parent family unit would live as a nuclear family-household, while an odds ratio of greater than one suggests that an increase in the independent variable is associated with an increase in the odds that the family would live as a nuclear family-household. Not all results are significant, meaning that little or nothing can be read in to the associated odds ratio. Here we focus on those odds that are significant at the 0.05 level, which are highlighted in bold in the table. Across all four countries, the same factors appear to explain single parent families’ living arrangements – overall consumption (except in Albania), whether the mother receives a pension (except in Bulgaria), and whether other pensions are received (in all countries). The ‘mother receives pension’ indicator is particularly important for the purposes of this analysis, since we have information on this, whether the mother lives in a nuclear family, or in an extended family. In three of the four countries, even when other factors are controlled for, women who receive pensions choose to live in nuclear family households. This suggests that social security payments can influence household formation decisions. This is true in both ‘traditional’ Albania, and in ‘individualistic’ Russia. 

To summarise, transfers, and particularly pensions, make a significant contribution to the resources of households containing children, and although their distribution is not generally progressive (they are awarded on the basis of work record, not means tests), they play a substantial role in supporting the consumption of the poorest households with children. In comparison with pensions, the contribution of child and family allowances and other transfers to overall household consumption is generally small. Women are more likely to receive pensions than men, suggesting greater benefits flowing to children.  Pensions particularly benefit children in extended family households, but also a substantial minority of children in nuclear single parent families, where they comprise significant percentages of total household consumption. In all countries, where women receive significant transfer income, this does appear to positively affect their autonomy, defined as the ability to form and maintain an independent household (Orloff, 1993). 

6 How do East European and Central Asian Welfare States Stratify?

Because many children in the region live with somebody who receives a pension, pensions (more than any other type of allowance or benefit) appear to give considerable support to children’s living standards. The assumption that children benefit from intra-household pension flows is strengthened by the finding in Table 6 above that in four countries surveyed, women receive the majority of pensions. Literature on intra-household transfers in a number of countries around the world consistently suggests that if the pension is received by a woman, more benefits will flow to her co-residing grandchildren than if the pension is received by a man (Duflo, 2003; Lundberg et al., 1997); although some evidence suggests that most male pensions too tend to flow towards co-residing grandchildren (Barrientos & Lloyd-Sherlock, 2003).

But the evidence presented above also tentatively suggests many children live with a pensioner (usually a grandparent) because that person receives a pension. The implication is that if their own parents had sufficient resources, they would prefer to live in a nuclear family household, as the majority of single parents who receive a pension appear to do (Table 7). Just as the older pension systems in the region have reduced economic differences between retired men and women (while the reformed pension systems are likely to increase them), they have also simultaneously improved many children’s living standards and increased generational stratification, prolonging adults’ dependence on their parents. This raises two questions, which we address in turn. First, is there deliberate policy intent to maintain gender stratification? Second, what are the options for future reform?

Policy intent

The predominance of work and other service related pensions in social security systems in the region suggests that the systems overall should have a mild Bismarckian influence on social stratification by maintaining status differences between workers into old age. However, the advent of the Transition, and the fact that many people in receipt of pensions would have worked most or all of their careers under the communist system means that social security systems may be maintaining some status differences more relevant to the old regime, while essentially leaving untouched the market driven inequalities of the new regime. Under the old regime arrangements, differences in terms of pension receipt between men and women may be reduced. Post reform pension arrangements in most countries are likely to be less generous towards women than the old arrangements, with the result they may over time lose a degree of economic power and independence (Asian Development Bank, 2006). This will arguably impact not only on the women pensioners themselves, but also on their grandchildren (and in some cases their dependent children). 

Nonetheless, the fairly consistent uprating of old regime pensions in many countries to keep pace with inflation, and the failure to consistently uprate other transfers such as child and family allowances (see UNICEF, 2006) suggests a strong desire on the part of policymakers to maintain the old social contract, and implicitly to support women’s incomes. In practice, the effect has been not only to reduce poverty among pensioners (although by how much is disputed - see Lanjouw, Lanjouw, Milanovic, & Paternostro, 2004), but also to increase adults’ (and their children’s) dependence on grandparents’ pensions. In the case of more traditional and collectivist countries such as Albania (and Tajikistan, to the extent that pensions play an important part in determining household consumption), the effect has arguably been to reinforce parental authority and traditional extended family structures. Given the evidence cited in Section  4 above on the role of mahallas in Uzbekistan in enforcing traditional family structures, it is not inconceivable that governments in several ‘traditionalist’ countries in the region may have deliberately maintained pension payments (at the expense, for example, of wider reform of transfers) as a means of social control on the younger generation. If this was the intention, then younger women in particular, and to some extent younger men, have been the biggest losers. In more individualistic countries such as Bulgaria and Russia, the intention may have been different, and more related to political support (pensioners for example have traditionally supported the authoritarian government in Russia), but the effect is the same in that the pension gives the older generation more power, while also (in many cases) materially benefiting the grandchildren. 

Future reform

How satisfactory or appropriate to the generation of sons and particularly daughters caught between grandparents and grandchildren is this state of affairs in the traditional/collectivist and the individualist countries? The almost universal assumption in rich countries of the normalcy and desirability of individual or nuclear family living arrangements means that there has been little research on this topic. Examinations of pensions in developing countries are also mostly silent on this issue, although some research on South Africa argues that the density of family and kinship ties means that pension sharing cannot be reduced to values of economic exchange or reciprocity (Sagner  & Mtati, 1999). Further research is needed, as it would reveal much on the transferability of rich country welfare state institutions to developing and middle income countries. 

On the basis of the limited examination of data for the five countries in this study, we tentatively suggest that if pension and other transfer policies were changed, patterns of household formation in these countries would also change. The welfare state that wishes to bind children to their parents into adulthood (for example, as a means of social control) can at least attempt to do so by maintaining a relatively luxurious pension system. This path has been chosen (deliberately or otherwise) by most countries in the region. Alternatively, a state that wishes to promote greater individual autonomy can do so by targeting more payments to low income individuals and families. This path has been chosen in many rich countries. As Goodin et al. (1999) argue, there are many single parent nuclear family households in rich countries because welfare states make this kind of arrangement possible, albeit at the cost of high child poverty rates (Bradbury & Jantti, 1999; Christopher, 2002; UNICEF, 2000). Policy reform that had the effect of decoupling couple and particularly single parent families with children from co-residence with grandparents in Eastern European and Central Asian countries would inevitably result in increased child poverty, unless policies were put in place to soften the impact. In this respect the models pursued in most rich countries have been less than helpful. 

This process of decoupling may nonetheless be commencing. If, as the Asian Development Bank (2006) argues, women’s pensions (and pensions overall) are becoming less generous as countries in the region move towards more defined contribution type payments, what will replace them? If a key objective of transfer systems in the region is child poverty reduction, then it may be important to maintain or increase payments for women, whether mothers or grandmothers. The experience of rich countries suggests that means tested (or universal and relatively ungenerous) family, child and other allowances do support children in nuclear families, but also condemn many of them to poverty. Literature from the region and from other developing countries suggests that reform that gives increasing control over pension income to men would not be as beneficial, for women or for children, as reform that increased women’s control. Alternative solutions that recognise the positive benefits for children of extended family networks, and at the same time promote women’s autonomy, need to be found. 

7 Conclusions

This paper shows that social security systems in Eastern Europe and Central Asia almost accidently improve the well-being of poorer children, mainly through pensions aimed at older people. They also appear to actively order social relations, to paraphrase Esping-Andersen (1990). They both reinforce traditional and collectivist familial tendencies in more ‘traditional’ countries such as Albania and Tajikistan, and increase peoples’ dependence on their parents in the more ‘individualist’ countries such as Russia and Bulgaria. In all countries it appears that families with children do tend to live in nuclear family households where their resources allow them to do so. As current arrangements stand, one must assume that children who co-reside with (mostly female) grandparent pension recipients benefit in terms of improved living standards. It is their parents, perhaps, who lose the most from current arrangements. 

This system is changing, and reforms already in place will both reduce the generosity of pensions overall, and those accruing to women in particular. In the absence of alternative policies, child poverty and disadvantage are likely to increase (or decrease more slowly than otherwise). Experience in rich countries suggests that the most likely option for reform – increasing means tested assistance for families with children – may not be the most efficacious, and may also result in a re-ordering of stratification systems that the welfare states impose, with single parent families pushed even more towards the bottom of the distribution. An alternative solution - universal non-contributory pensions of the kind paid to people past working age in Brazil and South Africa - may be a desirable alternative in that it will facilitate mutual support among extended families, while at the same time addressing gender imbalances, since the majority of people of retirement age are women (even more so in Eastern Europe and Central Asia than in most other parts of the world). Support for younger women’s autonomy is also important, and women in particular should not be forced to rely on the support of either abusive husbands or extended families who mistreat them. This support should go alongside, and not replace, a universal pension system.

A qualification to the research reported here is appropriate. The household living standards survey data on which this analysis is based, and which also form basis for much of the literature cited here, fall short of ideal in a number of respects. Most important, they give little flavour of the factors associated with the dynamics of household formation and dissolution, or of the alternative choices available to families regarding their living arrangements. Both longitudinal and qualitative data are needed to answer these questions. Such data would allow more systematic analysis of the roles of patriarchal authority (or maternal loyalty), reciprocity, and custom in household formation. While the research reported here suggests otherwise, it may be that for a large number of families, pension receipt has a very minor influence on the ordering of social relations. More research is needed on the actual relationship between welfare regimes and social stratification in developing and middle income countries, particularly since it might assist in understanding of the relevance of rich country welfare systems as models for these countries.   
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Table 1: Aggregate statistics for countries in Eastern Europe and Central Asia around 2003.

	
	Index of Real GDP per capita , 2004 (1989=100)
	GDP per capita in current PPP $, 2004
	Number of children aged under 18 2003 (thousands)
	Child population as a percentage of total population 2003
	Child poverty rate (under 16s  in households below US$2.15 PPP per person per day consumption threshold) 2002-3
	Overall poverty rate (persons in households below US$2.15 PPP per person per day consumption threshold) 2002-3

	South-Eastern Europe 
	
	
	
	
	
	

	Albania 
	141
	4,978
	1,078
	35.0
	30
	24

	Bosnia and Herzegovina
	-
	7,032
	538
	26.4
	-
	4

	Bulgaria 
	101
	8,078
	1,459
	18.6
	8
	4

	Croatia 
	101
	12,191
	925
	20.8
	-
	-

	FYR Macedonia
	74
	6,610
	962
	24.4
	6
	4

	Romania 
	106
	8,480
	4,754
	21.8
	21
	12

	Serbia and Montenegro
	-
	-
	2,548
	23.9
	7
	6

	
	
	
	
	
	
	

	Western CIS
	
	
	
	
	
	

	Belarus 
	115
	6,970
	2,171
	21.9
	3
	4

	Moldova 
	53
	1,729
	971
	26.8
	53
	43

	Russia 
	83
	9,902
	30,548
	21.3
	13
	9

	Ukraine 
	63
	6,394
	9,843
	20.6
	6
	1

	
	
	
	
	
	
	

	Caucasus
	
	
	
	
	
	

	Armenia 
	106
	4,101
	964
	30.0
	54
	58

	Azerbaijan 
	62
	4,153
	2,798
	34.1
	-
	-

	Georgia 
	56
	2,844
	1,110
	25.6
	57
	30

	
	
	
	
	
	
	

	Central Asia
	
	
	
	
	
	

	Kazakhstan 
	111
	7,440
	4,771
	32.1
	28
	21

	Kyrgyzstan 
	68
	1,935
	1,984
	39.8
	80
	70

	Tajikistan 
	53
	1,202
	3,094
	47.6
	76
	74

	Turkmenistan 
	78
	4,315
	2,197
	43.2
	-
	-

	Uzbekistan 
	89
	1,869
	10,850
	42.7
	50
	47

	
	
	
	
	
	
	


Source: MONEE Project database, World Bank (2005).

Note: GDP data for Serbia and Montenegro represents change in real GDP in national currency. Earlier year GDP for Uzbekistan is for 1991, and for Azerbaijan is for 1992 

Figure 1: Public expenditure on social security and social assistance, 2003 (per cent GDP)
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Table 2: Pensions, Child Allowances and Other Transfers: Shares in Total Transfers to Families with Children, 2001-2003 (per cent)

	
	Albania
	Bulgaria
	Russia
	Tajikistan
	Moldova

	
	
	
	
	
	

	Pensions
	73
	44
	76
	92
	75

	Other benefits
	8
	42
	11
	5
	14

	Child allowances
	19
	13
	13
	3
	11

	Total
	100
	100
	100
	100
	100


 Source: Albanian LSMS 2002, Bulgarian HIS, 2001, Russian NOBUS Survey 2003, Tajikistan LSMS 2003, Moldovan HBS 2003

Note: pensions include age, survivors’ and disability pensions; child allowances include family allowances, and Economic Assistance in the case of Albania; other transfers include…

Table 3: Distribution of Transfers to Families with Children (per cent)

	
	Albania
	Bulgaria
	Russia
	Tajikistan
	Moldova

	
	All children
	Poorest quintile
	Richest quintile
	All children
	Poorest quintile
	Richest quintile
	All children
	Poorest quintile
	Richest quintile
	All children
	Poorest quintile
	Richest quintile
	All children
	Poorest quintile
	Richest quintile

	All Transfers
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Receiving
	49.6
	58.7
	30.7
	85.8
	86.7
	78.1
	78.0
	86.8
	62.5
	43.3
	49.1
	38.5
	39.4
	49.6
	29.2

	Per cent total consumption*  (households receiving)
	17.2
	22.9
	11.3
	20.5
	44.8
	6.6
	23.0
	45.6
	9.4
	4.8
	8.0
	2.4
	24.8
	36.1
	12.5

	Per cent of all transfer payments**
	52.2
	7.8
	10.2
	27.2
	4.5
	4.4
	21.3
	3.8
	4.1
	77.2
	14.0
	18.1
	23.8
	4.5
	4.7

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Pensions
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Receiving
	34.3
	35.8
	24.0
	34.6
	26.6
	26.5
	32.5
	37.1
	25.1
	35.4
	38.4
	29.9
	29.8
	34.8
	22.0

	Per cent total consumption*  (households receiving)
	18.1
	24.8
	11.1
	22.5
	38.2
	12.4
	41.5
	77.5
	17.3
	5.4
	9.4
	2.8
	24.5
	37.6
	11.9

	Per cent of all pension payments**
	48.6
	6.6
	9.7
	19.4
	1.8
	3.6
	18.2
	3.3
	3.2
	76.0
	13.8
	17.6
	21.4
	4.0
	3.9

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Other Benefits
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Receiving
	3.8
	3.5
	4.1
	34.7
	72.0
	10.8
	23.9
	22.0
	21.4
	13.2
	16.1
	13.4
	16.7
	22.3
	11.2

	Per cent total consumption*  (households receiving)
	17.3
	20.9
	14.4
	21.4
	33.3
	7.5
	8.6
	19.2
	5.1
	0.8
	1.6
	0.3
	8.5
	10.8
	7.3

	Per cent of all other benefit payments**
	61.2
	6.0
	21.5
	59.5
	20.7
	5.1
	43.6
	6.5
	13.8
	94.7
	16.1
	13.4
	29.0
	15.9
	30.4

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Child & Family Allowances
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Receiving
	16.0
	26.3
	3.9
	63.6
	46.9
	66.9
	62.9
	75.0
	44.8
	3.5
	3.8
	3.0
	10.5
	14.6
	7.5

	Per cent total consumption*  (households receiving)
	10.3
	14.6
	5.1
	3.7
	10.0
	1.6
	3.7
	8.9
	1.1
	1.7
	1.5
	1.2
	9.9
	16.6
	2.9

	Per cent of all family allowance payments**
	88.8
	28.6
	6.6
	97.3
	12.8
	21.9
	99.3
	24.0
	14.9
	100.0
	8.6
	33.9
	100.0
	24.4
	15.1


Source: Albanian LSMS 2002, Bulgarian HIS, 2001, Russian NOBUS Survey 2003, Tajikistan LSMS 2003, Moldovan HBS 2003

Table 4: Distribution of household types by income (per cent)

	
	Albania
	Bulgaria
	Russia
	Tajikistan
	Moldova

	
	
	
	
	
	

	
	All children
	Poorest quintile
	Richest quintile
	All children
	Poorest quintile
	Richest quintile
	All children
	Poorest quintile
	Richest quintile
	All children
	Poorest quintile
	Richest quintile
	All children
	Poorest quintile
	Richest quintile

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Nuclear family, single parent
	2.1
	-
	-
	5.2
	18.9
	33. 8
	14.8
	21.0
	21.6
	5.2
	11.8
	29.2
	16.3
	12.9
	28.7

	Nuclear family both parents
	62.9
	18. 5
	23.5
	52.2
	17.3
	24.5
	60.4
	18.0
	22.4
	51.4
	18.2
	22.4
	53.7
	18.6
	20.0

	Extended family, neither
parent present
	
	
	
	
	
	3.23
	22.5
	16.5
	
	
	
	7.4
	14.9
	24.8

	Extended family, single parent
	2.4
	-
	-
	9.0
	23.3
	9.3
	9. 5
	22.7
	12.5
	5.0
	21.2
	13. 5
	8.8
	27.3
	12.9

	Extended family, both parents
	32. 6
	22.4
	12.4
	33.7
	23.4
	13.9
	12.1
	23.6
	14.1
	38.4
	23.3
	16.4
	13.9
	31.5
	11.9


Source: Albanian LSMS 2002, Bulgarian HIS, 2001, Russian NOBUS Survey 2003, Tajikistan LSMS 2003, Moldovan HBS 2003

Note: there are insufficient numbers of single parents in Albania, and of children living without either parent in Albania, Bulgaria or Tajikistan to report statistics in this table.

Table 5: Receipt of pensions and value of transfers, by household-family type (per cent)

	
	Albania
	Bulgaria
	Russia
	Tajikistan
	Moldova

	
	Receiv-ing pension (per cent) 
	Value of transfers(per cent house-hold consump-tion)
	Receiv-ing pension (per cent) 
	Value of transfers(per cent house-hold consump-tion)
	Receiv-ing pension (per cent) 
	Value of transfers(per cent house-hold consump-tion)
	Receiv-ing pension (per cent) 
	Value of transfers(per cent house-hold consump-tion)
	Receiv-ing pension (per cent) 
	Value of transfers(per cent house-hold consump-tion)

	
	
	
	
	
	
	
	
	
	
	

	Nuclear family, single parent
	37.4
	29.2
	47.3
	18.2
	31.5
	51.1
	43.4
	9.2
	22. 7
	27.1

	Nuclear family both parents
	6.5
	26.2
	5.0
	24.9
	14.9
	37.8
	8.4
	6.1
	11.0
	26.4

	Extended family, neither parent present
	
	
	
	
	76.8
	75.3
	
	
	67.2
	39.0

	Extended family, single parent
	69.2
	39.7
	69.8
	25.1
	75. 9
	53.7
	77.0
	6.4
	67.7
	30.4

	Extended family, both parents
	85.4
	25.3
	69.3
	18.4
	76.4
	38.6
	65.0
	5.1
	67.2
	25.8

	
	
	
	
	
	
	
	
	
	
	

	All
	34.3
	28.3
	34.6
	19.5
	32.5
	46.3
	35.4
	5.6
	29.8
	29.2

	
	
	
	
	
	
	
	
	
	
	


Source: Albanian LSMS 2002, Bulgarian HIS, 2001, Russian NOBUS Survey 2003, Tajikistan LSMS 2003, Moldovan HBS 2003

Note: the first column for each country shows the percent of children living in households where a pension (including age pensions, disability pensions, special service and and survivor pension) is received. The second column shows the total value of all state transfers as a percentage of total household consumption for households where a pension is received. Data for single parents in Albania and Bulgaria are subject to wide confidence intervals due to small sample numbers.

Table 6: Percent children in households receiving pensions, by gender of recipient and consumption quintile (per cent)

	
	Albania
	Bulgaria
	Russia
	Moldova

	
	Poorest quintile
	Richest quintile
	Poorest quintile
	Richest quintile
	Poorest quintile
	Richest quintile
	Poorest quintile
	Richest quintile

	No pension
	64.2
	76.0
	73.4
	71.8
	63.0
	75.1
	62.3
	77.8

	Male pension
	7.9
	5.8
	5.6
	6.6
	9.6
	8.5
	8.0
	6.7

	Female pension
	14.1
	9.9
	15.4
	11.5
	20.3
	13.2
	18.8
	11.2

	Both receive pension
	13.8
	8.3
	5.6
	10.1
	7.2
	2.6
	8.9
	4.3


Source: Albanian LSMS 2002, Bulgarian HIS, 2001, Russian NOBUS Survey 2003, Moldovan HBS 2003

Table 7: Impact of pension and other transfer receipt on living arrangements of single parents

	
	Odds Ratios

	
	Albania
	Bulgaria
	Russia
	Moldova

	Per capita household income
	1.000003
	1.000715
	1.000027
	1.00013

	family lives in urban area
	1.148814
	1.096612
	0.857647
	0.809142

	Number of children in household
	0.929147
	1.751107
	1.289807
	0.937732

	Mother of children receives pension
	31.05137
	1.880997
	3.107911
	3.143392

	Other pension received 
	0.084754
	0.177755
	0.15456
	0.118656

	Other transfer received
	4.961493
	0.318035
	0.181715
	0.983374

	Family receives child allowance
	1.676674
	2.202495
	0.786426
	0.233929

	
	
	
	
	

	Number of observations
	153
	145
	4725
	622


 Source: Albanian LSMS 2002, Bulgarian HIS, 2001, Russian NOBUS Survey 2003, Moldovan HBS 2003

Note: dependent variable is 0=single parent lives in extended family-household; 1=single parent live in nuclear family-household.

� There are 20 countries if Serbia and Montenegro are counted as separate countries. Montenegro seceded from Serbia in 2006.


� This section draws on analysis written by the authors for UNICEF (2006), Chapter 4, and also from Social Security Administration (2006; 2007).


� Romania introduced a universal family allowance (linked to children’s school attendance) in the mid-1990s. Bulgaria introduced its universal scheme in 2003 (check!), after the data for that country used in Section � REF _Ref173666517 \r \h ��5� of this analysis were collected. Russia has a universal scheme until 1991, when it was replaced by a means tested scheme.
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