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Abstract 

The transitional economies of the Former Soviet Union (FSU) have enjoyed an 
extraordinary period of growth and poverty reduction between 2000 and 2007 and this 
occurred in concomitance with significant increases in private and public transfers to 
households. The paper assesses the relative importance of these transfers for welfare and 
poverty in Moldova, the poorest country in Europe. A longitudinal analysis based on panel 
data reveals that private transfers and social insurance transfers are effective in improving 
welfare and reducing poverty whereas social assistance transfers have little or no effect. 
Social insurance and social assistance seem to have swapped roles. Social insurance is most 
relevant for lifting people out of poverty while social assistance - if anything - has a small 
role in protecting the non-poor from falling into poverty. We also find that the different 
types of transfers do not crowd-out each other and that social insurance may in fact 
reinforce the capacity of private transfers to reduce poverty. Such findings have several 
policy implications for the near future: a) Poor households in FSU transitional economies 
remain highly vulnerable to shocks in public and private transfers; b) the 2008-2009 
recession is likely to expose this vulnerability and result in a surge in poverty larger than 
expected and c) the social assistance systems remain in great need of pro-poor reforms and 
cannot currently provide an adequate protection from economic shocks. 
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