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INTRODUCTION 

 

Inequality and poverty topics cause a lot of discussion whenever brought to the table. One 

of main reasons being that the discussed phenomena is recognised interdisciplinary. This is 

arguably one of the arguments why for last decades inequality has not received much spotlight in 

economics society. Scientists of the field even debated if topic of inequality should be something 

that economists should be concerning themselves with (Atkinson, 2015). Another reason that 

prevented analyses of global income inequality before last couple of decades of last century was 

that data collected about income distribution was not comparable (Atkinson, 2015). Lack of 

information and data for scientific purposes is especially noticeable in countries that encountered 

political turbulences and are in geographical regions influenced by neighbouring countries with 

expansionist agenda (Milanovic, 2006). In recent decades income inequality and poverty topics 

are gaining traction. In 2015 UN (United Nations) Members States adopted 17 Goals as a part of 

the 2030 Agenda for Sustainable Development which set out a 15-year plan to achieve the goals. 

Goal number 1 - No Poverty, as 10% of the world population is still living in extreme poverty and 

struggle to fulfil the most basic needs. Goal number 10 – Reduced inequalities, as the richest 10% 

have up to 40% of global income whereas the poorest 10% earn only between 2% to 7% (UN). 

European Union adopted a goal of reducing the number of people at risk of poverty or social 

exclusion by 20 million by 2020 compared with the 2008 (monitoring of progress towards Europe 

2020 headline targets takes data for the EU without Croatia from 2008 as a baseline year). 22.4% 

of the population in the EU remained at risk in 2017 – 15.7 million more than foreseen by the 

Europe 2020 target (Eurostat, 2019). 

Income inequality was increasing in both advanced and developing economies in recent 

decades. Increasing inequality and in turn poverty has been attributed to a wide range of factors 

like skill-biased technological change, declining top marginal income tax rates, increasing 

bargaining power of high earners, growing share of high-income couples and single-parent 

households (IMF, 2014). The importance of the topic stem from it being universally met through 

all the social statuses, countries and political systems. During the last three decades studies 

regarding the historical legacies and implications of historical events on the country and society 

flourished. Majority of the studies are related to social problems that communism and communist 

ideology impacted (Millar, 1994; Alesina, Fuchs-Schündeln, 2007; Bönisch, Schneider, 2010, 

2013; Malisauskaite, Klein, 2018; Pop-Eleches, Tucker, 2011). Studies relating to inequality and 

poverty in former Soviet countries also have been topic for researchers. Broader scope studies 

across the multiple countries with different belonging to international organizations, geographical 

situation and previous influences from Soviet Union still can be considered somewhat of the 
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novelty though, various studies have been carried out to measure the Soviet legacy impact on 

inequality and poverty (Libman, Obydenkova, 2019; Bandelj, Mahutga, 2010; Bernhard, Jung, 

2017; Habibov, 2013; Kufenko, 2014; Milanovic, 1998). 

The main goal of the paper is to measure whether former belonging to Soviet Union has 

an impact on inequality and poverty trends in selected countries. More so, to determine whether 

belonging to current international organizations such as EU or CIS has any considerable impact 

to the analysed matter as well as to identify the factors contributing to the inequality and poverty 

in the selected sample of countries. 

Studies to address the issues arising from the phenomena are done by national 

organisations as well as on intragovernmental and supranational institutions level. Even though 

the work done by field professionals is majorly contributing to the public policies of the countries 

there are not a lot of studies that focus on countries sharing same historical indicator and its 

possible implications to further development of the country and the historical factors that can 

contribute to the inequality and poverty in those countries. This is why the chosen object of this 

paper is inequality and poverty in countries that till last decade of the last century comprised 

former Soviet Union. 

The main hypothesis which is formed before the analysis is that inequality and poverty 

among above mentioned countries are preconditioned by the historical factor – belonging to Soviet 

Union, and the legacy structures and policies inherited.  

 

In order to achieve the goal following tasks should be performed: 

1. Explain the key terms and concepts, historical relations and predicaments for full 

understanding of the main object of the thesis; point out the causes and consequences of 

income inequality and poverty; 

2. Overview measuring tools that can be used for analysis of the topic; 

3. Describe methodology of empirical part, overview the model chosen, and data set used; 

4. Perform analysis of inequality and poverty trends dynamics in identified groups of 

countries, apply Granger tests and panel data regression analysis to test raised hypotheses; 

5. Evaluate and compare results of performed tests, draw conclusions and propose 

recommendations. 

Thorough analysis of the recent decade’s scientific studies and publications is conducted to 

bring full understanding of the main theories, historical circumstances and measurement tools 

used.  
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The ability to compare data is integral part of any research therefore, one of the main 

limitations of the study is scarce data during the period of Soviet Union and limited time frame 

after the fall of Soviet Union to perform thorough analysis. Lack of sample countries to bring into 

comparison where data is trusted and have not been watered down according to national 

governments agenda.  
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1.THEORETICAL REASONS FOR THE INEQUALITY AND POVERTY 

ANALYSIS IN POST-SOVIET COUNTRIES  

1.1. Inequality and poverty: terms, causes, consequences, types and tools of measurement  

1.1.1. Inequality: why it is important? 

 

At the very start it is crucial to clarify and define terms that will be used throughout the 

study. Income is the most suitable measure for inequality therefore, there is a need to clarify what 

is meant by it. It is gross domestic product (GDP) per capita expressed in one currency. This can 

be done in international currency or in other words purchasing power parity (PPP). Of course, if 

income inequality is highly unequally distributed, GDP can be misleading for objective view of 

an individual in population. Threshold for the poverty level usually refers to $1 or $2 per day per 

person (Kohl, 2003). 

Inequality is a concept and a measure in itself. Inequality can be understood as an 

imbalance in a social, political or economic system. It also represents unequal distribution amongst 

individuals in a group, among groups in set of population or among countries that can be expressed 

in metrics.  

Milanovic (2012) articulates 3 concepts of inequality in his work. Concept 1 is inequality 

between countries of the world without addressing the size of population. Each country is 

compared by mean income or GDP utilizing Gini coefficient. In such comparison China and 

Lithuania would have the same importance. Concept 2 has all the same factors as Concept 1 but 

takes into account sizes of the populations. In Concept number 3, which is focused on individuals 

of the word not the countries, each person brings their actual income to the calculation. For this 

calculation household surveys are used and not all countries conduct those. First usable surveys 

from the former Soviet Union are available from 1988. To calculate global inequality people’s 

income has to be adjusted to the PPP and usually method of dividing into deciles or quintiles is 

used for easier comparability. Concept number 4 uses household surveys as well but results are 

not weighted by population size and no exchange rate is used. This concept is used as an intra-

country one (Goda, 2013).  

 



 11 

 
Figure 1. Comparison of the three concepts of inequality 

Source: Milanovic, (2012) Global Income Inequality by the Numbers: in History and Now 

 

In Figure 1 Milanovic (2012) visually presents 3 types of inequalities after the Second 

World War. It illustrates how one trend, in particular globalisation, can be reflected differently 

using two different concepts. If one wish to emphasize positive impact of globalisation on 

inequality Concept 2 would be the one to focus on, and while using Concept 1 it would be easy to 

argue that inequality gap is widening.  

Some inequality in economic sense is integral to the effective functioning of a market 

economy and the incentives needed for investment and growth, but it can also be destructive to 

growth or result in inequality of opportunity. It is hard to conclude on the evidence as some find 

that average growth over long periods of time is higher with more initial equality, others argue 

that an increase in equality tends to lower growth in the near term (Berg and Ostry, 2011). 

Therefore, it is actually imperative that we address relevant types of inequality. 

 

1.1.2. Types of inequality 

 

When discussing the term inequality in the economic sense there are 3 types of the 

phenomena that requires deeper look and proper differentiation.  
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Income inequality 

Income is defined as a household disposable income in a particular year. It consists of 

earnings, self-employment and capital income and public cash transfers. The income of the 

household is attributed to each of its members, with an adjustment to reflect the differences in 

needs for households of different sizes (OECD).  

 

Wealth inequality 

When unequally distributed income is saved, it results in unequally distributed wealth. 

Wealth includes everything from real estate, savings, investments etc. Even though income 

inequality is almost synonymous with the inequality as a phenomenon in general but due to recent 

trends and changes in global economy in developed countries issue of wealth inequality is more 

concerning and requires addressing on national and international level. In countries like USA 

wealth inequality has reached and exceeded the levels of 1970s (Inequality.org).  

 

Inequality of opportunities  

Considering two above mentioned types it is integral to notice that not all of the 

participants of the economy have the same starting point in order to compete for income and 

acquire wealth. This concept cannot be tackled by economist alone as there are a lot of underlying 

social circumstances to it. When addressing the issue economists usually follow two principals: 

principal of compensation to individuals encountering circumstances outside their control; 

principle of reward by preserving differential rewards that are results of the individual effort (The 

World Bank, 2019).  

 

1.1.3. Main inequality drivers in recent decades 

 

In order to understand what impact inequality has on the society analysis of the causes and 

the consequences have to be done. Some of the factors contribute to the positive effects on society 

and economic development as well as negative ones which are best realised in longer timeframe. 

Apart from natural qualities that person carry as intelligence, physical capacity, or talent that sets 

one individual apart from other there are more complex factors taking place that causes or 

enhances the inequality. 

 

Technological change 

One of the most recognizable causes of income and wealth inequality is technological 

change and the resulting rise in the skill premium and the decline of low-skilled and unskilled 
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labour (IMF, 2015). This trend is noticeable in advanced economies as well as in more 

economically developed countries (EMDC). Rising skill premium in advanced countries not only 

deepens the inequality in the country itself but also in comparison with other countries. Major 

factor is employment of machinery instead of human labour, which in turn cuts costs in a long run 

even if the initial costs are hefty. In order to facilitate advanced technologies specific set of skills 

is required and that translates to labour market focusing on employees with higher education, even 

more with technological concentration. By eliminating low-skilled jobs through automatization 

capital owners can enjoy extra income without the need to distribute it (Spence, 2013). 

Globalisation has also played a smaller but reinforcing role in this change.  

 

Globalisation  

In economic sense globalisation should be understood as an integration of national 

economies into the world economy which was enabled by free trade, movement of capital and 

technological change (Kohl, 2003). It also concerns policy reforms regarding privatization and 

deregulation. It has been accelerating since the 1980s and the advantageous effect is felt mostly 

by the richest and middle class of population in emerging countries (Milanovic, 2012). By 

analysing the change in real income between 1988 and 2008 that Milanovic (2012) provides it 

also quite hard to ignore that income of the poorest 5% of the population have remained the same 

and income of those between the 75th and 90th percentiles of the global income distribution, which 

is where many people from former Communist countries can be placed.  

 

Figure 2. Change in real income between 1988 and 2008 at various percentiles of global income 

distribution (calculated in 2005 international dollars) 

Source: Milanovic, (2012) Global Income Inequality by the Numbers: in History and Now 



 14 

Immobility of wealth 

Whether wealth is inherited or accumulated throughout one’s life it provides owner with 

the ability to use the position that was acquired through it to achieve better and prestigious 

education, have a possibility to invest and receive the profits from real estate, stock market, reach 

best possible healthcare, etc. Since wealth is more concentrated than income it contributes to 

widening gap in inequality (De Nardi, 2004). Lower levels of wealth mobility between the 

generations are more pronounced in countries with higher levels of income inequality. Since 

wealthy do not have to spend as much as middle class or lower class but can rather use the 

aggregated wealth by predecessors.   

 
Figure 3. The Great Gatsby Curve: More Inequality is Associated with Less Mobility across the 

Generations 

Source: Corak, (2013) Income Inequality, Equality of Opportunity, and Intergenerational 

Mobility 

 

To understand the causality of inequality in specific population requires even more detailed 

examination taking into account smaller nuances. Accumulation of capital is becoming more 

pronounced issue whether it is due to inheritance or owning the means of production and 

continuing towards automatization. Restructuring and rethinking national policies in order to keep 

up with inequality trends should be treated as one of the priorities especially in advanced 

economies.   
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1.1.4. Consequences of inequality 

  

Inequality has not only serious effects on economy but also social and political 

consequences. This illustrates that this interdisciplinary recognized phenomenon should be 

addressed by professionals from different fields and on national level handled with utmost 

inclusivity. 

 

Effects on economic growth  

 Income inequality negatively affects growth and its sustainability (Ostry and others, 2014). 

In the IMF publication Causes and Consequences of Income Inequality: A Global Perspective 

(2015) the authors point out that the higher is net Gini coefficient the lower is output growth over 

the medium term. The inverse relationship between income share that goes to rich and economic 

growth have been observed (see Figure 4). It is noticed that if the income share of the top 20% 

increases by 1 percentage point the GDP growth will be 0.08 percentage point lower for 5 

consecutive years. In reverse situation where the bottom 20% experiences increase in the income 

share it will translate to 0.38 percentage point higher growth.  

 

 
Figure 4. Regression Results of Growth and Income Distribution 

Source: IMF, (2015) Causes and Consequences of Income Inequality: A Global Perspective  
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It is also needed to mention that there are theoretical and empirical research done indicating that 

inequality has positive or no effect to the economic growth. Usually, positive impact is related 

with short-term economic growth, or dependent on initial income distribution, profile of inequality 

(Castells-Quintana and Royuela, 2014).  

  

Implications on education 

 High levels of inequality of opportunity can lead to diminished ability of an individual to 

receive an education and occupation (IMF, 2015). Good education can be out of reach for people 

with potential therefore, they cannot contribute to the society to the level that in other 

circumstances they would. By not achieving the higher education they are subjected to lower rates 

of return in the future. Lower income communities tend to concentrate in one area which in turn 

leads poor students to attend same schools. The academic level of peers, availability of resources 

in school, the disciplinary climate, class size, student truancy, better, more creative and innovative 

teachers are the factors that influence student performance (OECD, 2018). Educational resources 

can also be very limited in household of lower income and can dampen the development of a child 

outside of the classroom. According to Cingano (2014) parental education background (PEB) has 

impact on child’s attendance of the school which is large evidence of significant inter-generational 

trend. By low PEB it is meant that neither parent has attained upper secondary education, medium 

PEB - at least one parent has attained secondary and post-secondary, non-tertiary education and 

by high PEB it is indicated that at least one parent has attained tertiary education. 

 
Figure 5. Average probability of tertiary education by parental education background and 

inequality 

Source: Cingano, (2014) Trends in Income Inequality and its Impact on Economic Growth  
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Effects on politics 

 Inequality attributes to class-conflict between the ones who are on the opposite side of the 

scale that results in mounting social and political tensions. Political instability can manifest 

through political protests, instances of violence, frequency of governmental collapses (Alesina 

and Perotti, 1994). In high inequality countries business favouring policies can no longer satisfy 

the citizens so higher regulation and taxation on corporations usually are insisted (Cingano, 2014). 

Rich part of society has more impact on national politics and can use it to advance their position 

so if the concerns regarding inequality would go unaddressed this can lead to citizens losing 

confidence in institutions.  

  

Implications on health and death rate 

 Individuals’ health and wealth are quite closely related whether it is between or within the 

countries. The lower one’s socio-economic position is the higher is the risk of poor health. In the 

publication The Spirit Level: Why Equality is Better for Everyone (2010) authors use data of 23 

countries and demonstrates how physical and mental health, addictions, obesity, infant mortality, 

etc., are more pronounces in more unequal societies (Wilkinson and Picket, 2010).  

  

Connection with criminal activity 

 Income inequality, poverty and unemployment are the main factors that cause crime 

(Weatherburn, 2001). Studies on relation between poverty, inequality and crime indicates that 

most disadvantaged members of society are the ones under pressure to commit crimes especially 

in areas of high inequality. Feelings of dispossession and unfairness catalyzes low-income people 

to even the situation (Kelly, 2000). Meta-analysis on 34 aggregate studies concerning different 

geographics concluded that income inequality is positively associated with violent crime (Hsieh 

and Pugh, 1993). 

 

Consequences of inequality are far reaching and worrisome. It is evident that widening 

income disparities lowers the outcomes of individuals from low socio-economic backgrounds. 

Location, education, living conditions, impact on society, etc., are conditioned by one’s position 

in income distribution. 

 

1.1.5. Poverty and its relationship with inequality 

 

 There is rarely a discussion about the phenomena of inequality as a whole without touching 

poverty and vice versa. Poverty is usually characterised as insufficient resources of goods and 
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services required to establish minimal standard of living though poverty is a multidimensional 

issue and whilst discussing capturing it there is a need to address not only material deprivation but 

also other objective circumstances like unemployment or education as well as psychological 

aspects of poverty (Yang and Vizard, 2017). When it comes to determination of poverty usually 

the first step is to indicate what threshold distinguishes poor part of the population from the rest 

and afterwards how to transform this information into measure of poverty for the whole society 

(Yang, 2017). Throughout the studies of poverty there are two concepts that can be distinguished: 

absolute and relative. Absolute poverty refers to a level of resources that does not change whilst 

general living standard changes over time whereas in relative concept the threshold of defining 

the poor changes in line with changes in the general living standard (Yang, 2017). Since in 

absolute poverty thresholds are usually lower it can also be linked to the term of extreme poverty.  

 Inequality and poverty directly and indirectly affect each other. Poverty can be reduced by 

increased income, by changes in income distribution, or by both. Inequality has an influence on 

growth therefore, by directly influencing growth it in turn indirectly influences poverty. Low 

inequality affects the poor by increasing overall growth and average income as well as letting them 

share more in that growth. Changes in income distribution policies is the most influential tool in 

reducing poverty even if it does not reflect significantly in measures of inequality (Naschold, 

2002).  

 Centre for Analysis of Social Exclusion (CASE) in collaboration with The London School 

of Economics and Political Science (LSE) International Inequalities Institute embarked on three-

year programme of research dedicated understanding of the connections between inequality and 

poverty (LIP). Eleni Karagiannaki one of the CASE researchers in her paper for the LIP project 

aims to better understand the driving forces behind the correlation between poverty and inequality 

trends. In her study she discovers a very strong positive and statistically significant correlation 

between level of inequality and level of poverty, and changes in both of them (Karagiannaki, 

2017).  

 

1.1.6. How it is measured and analysed 

 

In order to have the ability to compare and draw conclusions on country or region progress 

in regard to inequality and poverty a number of measurement tools can be applied to determine 

the differences among individuals in that particular society. To measure inequality and poverty 

below listed tools can be considered depending on the subject of interest: 
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Gini coefficient  

The Gini coefficient is based on the comparison of cumulative proportions of the 

population against cumulative proportions of income they receive. It ranges between 0 (0%) in the 

case of perfect equality and 1 (100%) in the case of perfect inequality. In other words, it is the area 

between the Lorenz curve and line of a completely equal distribution (The World Bank). This is 

the most common tool of expressing the inequality between the countries. It is considered that 

distribution among population is highly unequal if coefficient is equal to or higher than 0.30 (30 

%) (Blažienė, 2002). 

 

Atkinson’s index 

Atkinson’s index of inequality can be used as an advanced tool for measuring inequality 

as it allows for varying sensitivity to inequalities in different parts of the income distribution not 

like Gini coefficient (J Epidemiol community health, 2007). Additional weighting parameter e is 

introduced and it measures aversion to inequality, which ranges between 0 and 1, where 1 stands 

for absolutely unequal distribution. As e rises, increases in lower incomes are given more weight 

in producing social welfare. If it falls, meaning nears to 0 than it gets less sensitive to the changes 

in the lower part of distribution. This index indicates social welfare or social justice unlike any 

other tool measuring inequality. 

 

Lorenz curve 

Lorenz curve is one of the most commonly used measurement tools for inequality within 

a country or using the tool for comparison with other countries. It shows the cumulative share of 

income from different sections of the population. All recipients are divided into quintiles and all 

individuals are ranked by their income starting from the poorest. Stating from the 0 income and 0 

population dots are added after each quintile until the Lorenz curve is drown. If there has been a 

reduction of inequality, then the curve would get closer to the line of perfect equality (The World 

Bank).  
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Figure 6. Blue line – Prefect equality, green and red – Lorenz curves  

Source: Milanovic, (2012) Global Income Inequality by the Numbers: in History and Now 

 

S80/20 ratio 

Ratio S80/20 ratio is the average income of the 20% richest to the 20% poorest. Simply 

put the ratio indicates how many times income of the richest quintile exceeds the income of the 

poorest quintile (The World Bank).  

 

Theil index 

Theil entropy index belongs to the family of generalized inequality measures and is used 

for measuring regional disparities. The Theil index ranges between 0 and ¥, with 0 indicating an 

equal distribution and higher values indicating the higher inequality (OECD, 2016). The index 

assigns equal weight to each region not depending on its size therefore, the differences in values 

of the index among countries may be due to differences in the average size of regions in each 

country. 

 

Differentiation coefficients   

Deciles, quartile and quintiles and median are the most common differentiation 

coefficients. Deciles divide income into tenths, quartiles into quarters and quintiles into fifths, 

median in half. Dividing population in such manner has the poorest part of it in the beginning of 

the line and richest at the end.  
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Palma ratio  

The share of all income received by the 10% people with highest disposable income 

divided by the share of all income received by the 40% people with the lowest disposable income. 

Palma ratio addresses the Gini coefficient over-sensitivity to changes in the middle of the 

distribution and insensitivity to changes at the top and bottom (Atkinson, 1970).  

 

Median/Mean income ratio  

 This ratio is representation of PPP adjusted median income divided by PPP adjusted mean 

income. The wider the gap between the above mentioned the higher the income inequality.  

 

AROPE poverty indicator 

 At-risk-of poverty or social exclusion (AROPE) indicator defines the share/number of 

people who are at risk of poverty or severely materially deprived or living in households with very 

low work intensity. The EU-SILC collects data at household and household members’ level and 

presenting individuals in several sub-indicators being counted once. (Eurostat). In the EU, people 

falling below 60% of national median income are considered to be at risk of monetary poverty. 

 

Watts poverty index 

 This index was first introduced by Harold W. Watts in 1968 and it is one of the measures 

that satisfies all desirable axioms. It is the mean across the population of the proportionate poverty 

gaps, as measured by the log of the ratio of the poverty line to income, where the mean is formed 

over the whole population, counting the non-poor as having a zero-poverty gap. This index is 

considered to be sensitive to a transfer at the lower end of the distribution than at the upper end of 

the income distribution of the poor (SESRIC, 2015).  

 

Foster-Greer-Thorbecke index 

• Poverty headcount: The headcount is one of the most popular measurement of poverty 

because it is simple and understandable. It measures the proportion of population living in 

households with consumption or income per person below the poverty line. 

• Poverty gap: This measure indicates how far on average households/individuals fall below 

the poverty line. It represents the minimum cost for eliminating poverty with monetary 

transfers.  

• Squared poverty gap: instead of taking the mean of the proportional shortfall, in this 

measure mean is taken of the squared values of proportional shortfall. 
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Based on the described wide range of tools available for measuring inequality it is integral to 

decide what tool will be the most useful for the purpose of the research. Poverty and inequality 

often rise and fall together but there can be instances of high inequality in society but relatively 

low levels of poverty. 

 

1.2. Inequality and poverty in Soviet Union 

1.2.1. Geographical scope and terminology 

 

Before starting to look into what information is available for analysis during the time of 

Soviet occupation it is first needed to clarify the definitions on what countries can be considered 

to be in scope for the analysis of this thesis. Post-Soviet countries or in other words Soviet 

Republics that comprised the former Soviet Union (1922 – 1991) are the ones that formed their 

sovereign nations after the fall of Union of Soviet Socialist Republics (USSR). 15 new countries 

were formed or re-established their independence after the USSR break-up as is the case for 3 

Baltic countries that were the first to declare their independence: Lithuania (March 11, 1990), 

Estonia (August 20, 1991), Latvia (August 21, 1991). 12 more countries followed shortly after 

that: Armenia (September 21, 1991), Azerbaijan (August 30, 1991), Belarus (August 25, 1991), 

Georgia (April 9, 1991), Kazakhstan (December 16, 1991), Kyrgyzstan (August 31, 1991), 

Moldova (August 27, 1991), Russia (December 12, 1991), Tajikistan (September 9, 1991), 

Turkmenistan (October 27, 1991), Ukraine (August 24, 1991), Uzbekistan (August 31, 1991) 

(McCauley, 2007).   

During the Cold War (1946-1991) Western countries came up and used the term satellite 

nation to indicate countries that gravitated towards USSR regime and in turn USSR had reasonable 

amount of influence and pressure present in those countries. This term was used to describe 

Poland, Czechoslovakia, Hungary, Romania, Bulgaria and East Germany (Encyclopedia 

Britannica, 2020). There are also disputed territories within the territory of the former Soviet 

Union with some being recognized on international level and some not. Focus shall be 

concentrated on 15 above mentioned countries as satellite nations and disputed territories are not 

the subject for the thesis but can be used for comparison in analysis part.  

 

1.2.2. Economy based on ideology  

 

During the first decade of existence of the Soviet Union no clear and coherent plan was 

put in place to transition highly agriculturally dependent society to industrialized one. At the end 

of 1920s and during the 1930s strategy of five-year plans was realized and took definitive form. 
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World War II was also the catalyst for developing heavy industry and only around the middle of 

the XX century the state was transformed into an industrial economy (McAuley, 2008). The plans 

should have set the government’s priorities and be a reference point to the lower level institutions 

and clerks on set goals and expected results. Objectives were ambitious and required tremendous 

cooperation between the ministries therefore, leaving plans fragmented or in some cases 

infeasible. On manufacturing level misreporting and other practices were common and obtaining 

accurate and up-to-date information about the enterprises production possibilities were unclear 

which led to so-called ratchet principle: this year’s target equals last year’s achievement plus x 

percent (McAuley, 2008). This meant that enterprises usually diminished real capacity and that 

authorities had to tolerate to some extent such semi-legal or illegal practices.  

As per socialist ideology, most of the residents of the Soviet Union were supposed to work 

in state sector which was deemed more efficient than the private to achieve “developed socialism”. 

State owned all the means of production via various forms: direct state ownership, “social” 

ownership, or some other form of collective ownership. Accumulation of wealth was against the 

ideology of communism as it allowed the owner certain degree of independence from imposed 

political obedience (Milanovic, 1998).  

 
Figure 7. State employment as a proportion of the labor force, 1988 

Source: Milanovic, (1998) Income, Inequality, and Poverty during the Transition from Planned 

to Market Economy 
 

On average, 90% of the labour force was employed by state, compared to 21% average in 

the member countries of Organisation for Economic Co-operation and Development (OECD) 

(Milanovic, 1998).  

Both men and women were expected to participate in the state provided employment. 

Income and consumer goods were distributed in egalitarian manner through central planning. 

Household incomes were determined by centrally set wages supplemented by significant public 

consumption that provided access to heavily subsidized or nominally free public health, education, 

housing, transport, culture, and other social services (Slay, 2009).  
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1.2.3. Inequality and poverty tendencies in Soviet Union 

 

Since the data during the period of Soviet Union and to some extent after the fall is 

fragmented and rarely objectively documented there is a need to attempt to combine various 

available data sources in order to present consistent picture of accumulation and distribution of 

income and wealth during that time. There are variating opinions regarding inequality levels in 

Soviet Union. In their study ‘The Distribution of Income in Eastern Europe’ (1992) Atkinson and 

Micklewright overview the two opposing sides. Lydall (1979), Morrison (1984), Bergson (1984) 

draw from their research and provide examples that support conclusion of inequality being rather 

similar or even greater to Western countries. Opposing side state that inequality was significantly 

lower under Communism. McAuley (1979), Wiles (1978), Pryor (1973) all support such 

conclusion. 

In the Table 1 below on estimated distribution of income during the period an obvious rise 

in median income from 1967 is shown and slight decrease in inequality at the end of 1980s. 

 

Table 1. Estimated distribution of income: USSR, 1967-1989 (Rubles per month) 
 1967 1973 1980 1989 State 

employees 

1989 All 

Median 56.0 83 101 143 140 

P(5) - 51 - - - 

P(10) 57.7 56 53 53 52 

P(25) 76.6 73 73 72 72 

P(75) 133..6 131 136 136 136 

P(90) 176.9 178 174 181 182 

P(95) - 216 200 - - 

P(90)/P(10) 3.1 3.15 3.25 3.4 3.53 

Gini - 0.268 0.245 0.284 0.289 

 

Source: Author’s (2020) based on Atkinson and Micklewright (1992), McAuley (2008) 

 

McAuley (2008) tried to estimate the actual poverty line and as for the end of 1960s he 

assumes it to be around 30 rubles per month which would indicate that around 32% percent of 

non-agricultural state employees were below it, but this does not take other state or farm 

employees into account. Based on the end of 1970s sources the poverty line should have been 

around 50 rubles per month which would account for around 34% of population living in poverty. 

Statistical authorities have set a wage of 75 rubles per person per month, though it was not 

officially called poverty line, nor did it serve an explicit social policy function (Slay, 2009). Based 
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on that assumed poverty according to McAuley would have been translated into 11% of citizens 

living in poverty. In his work Slay (2009) indicates that at the end of 1980s around 30 million 

Soviet citizens were living in poverty if $2.15/per day threshold is used, if it would be up to 

$4.30/per day the count of citizens in poverty would be nearly 120 million. During the same time 

inflation and rising real income, shortages of goods plunged Soviet Union in economic crises.  

Even though elite officially did not exist in Soviet Union but state bureaucrats, Soviet party 

leadership, directors of manufacturing companies, scientific and artistic intelligentsia, lead 

military officers were able to use their income, status and rank to advance their position. They 

were able to enjoy greater monetary income and more importantly secure consumer goods and 

services, secure better living conditions and have the ability to travel abroad. Special treatment of 

such citizens was also not uncommon in public sector which allowed them to have easier access 

to better schools and universities, hospitals (Matthews, 1978).   

In socialist countries income composition differs from the rest. Child benefits were 

substantial in Soviet Union. Lower direct taxation, compared with market economies it was 15 

percent lower under socialism, but total payroll taxes were high and total tax burden was evened 

out and not much different from market economies. Share that comes from primary income was 

smaller in socialist economies. Great importance was assigned to income redistribution whether it 

was via publicly available resource (accounted for 19% of gross income) and privately (around 

6%) (Milanovic, 1998).  

Compared with Tsarist Russia, the level income inequality has actually decreased during 

the Soviet Union period, and between the second half of 1970s and 1989 increased minimum wage 

lowered the number of people living in poverty. Poorer part of population was more subsidized 

by the state but at the same time allowed small group of citizens benefit from the various forms of 

special treatment. Throughout the time of USSR existence, the goal of eradicating poverty, or 

inequality, especially differences between the urban and rural areas, was not achieved and a small 

group of citizens were able to abuse their status for advancement.  

 

1.3. Inequality and poverty after the fall of Soviet Union 

 

 Bureaucratic and centralized structure combined with inefficient run of state-owned 

enterprises, made systemic problems worse over time. Political choices to prioritize military 

spending, supporting socialist regimes, and providing economic privileges to the country elite 

drained Soviet economy. Loosened central government grip and frustration with worsening 

economy inspired independence movements in the Soviet republics which resulted in USSR 

dissolution.  
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After the fall many republics were faced with aftermath of legacy structures, 

underdeveloped national institutions and little experience on how to run the state. Due to historic 

circumstances, newly independent countries had little to no democratic traditions to fall back on 

as no country of former Soviet Union had lived in a democratic system for more than 25 years. 

On top of that in some countries political instability added to the plummeting living conditions 

and numbers of displaced people were on the rise (Milanovic, 1998).  

Inequality and poverty during the Soviet Union would seem to be quite modest compared 

to the levels it rose after the fall of the Soviet Union (Bukowski and Novokmet, 2017). Increase 

in Gini coefficient is steep in all post-Soviet countries, the range to which it rose also widened.  

 

 
Figure 8. Changes in Inequality during the Transition 

Source: Milanovic, (1998) Income, Inequality, and Poverty during the Transition from Planned 

to Market Economy 

 

In 1989 estimated number of people living on less than $4 per day was 14 million, and 

within next few years it was more than 140 million people that lived below the same poverty line. 

Unemployment reached 15 million people by 1996 and was still rising. Social transfers, education, 

healthcare was on demise and mortality rates were increasing. Milanovic (1998) presents growth 
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rates for the former Soviet Union during 1987-96 that indicates double digit negative growth. For 

3 consecutive years, in 1990-1992, GDPs of almost all countries dropped drastically. 

 

Figure 9. GDP Growth Rates in Eastern Europe and the Former Soviet Union, 1987-96 (percent 

per annum) 

Source: Milanovic, (1998) Income, Inequality, and Poverty during the Transition from Planned 

to Market Economy 

 

Figure 9 above indicates slight decrease GDP during 1987-1989, and in 1990 it was close 

to double digits. The decline reached its high in 1992 with over 16% decrease in GDP. Signs of 

recuperation started to show around 1994 to next following years, between 1994 and 1995 GDP 

grew by 8.8% (Milanovic, 1998). Real wage bill was cut around one-half in countries of the former 

Soviet Union. Composition of disposable income also have changed during the transition period. 

From the Figure 10 it is visible that labour income in the GDP has declined, social cash transfers 

in GDP has risen, non-wage private sector income in GDP increased as well as share of health and 

education in the GDP.  

 

 
Figure 10. Population Income by Sources in 1987-88 and 1993-94 (percent per GDP) 

Source: Milanovic, (1998) Income, Inequality, and Poverty during the Transition from Planned 

to Market Economy 
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The transition has not come without a cost. Unemployment and job-loss as well as 

macroeconomic instability all due to systemic changes contributed to higher inequality, lower 

income and greater poverty. Lastly, the cost of lives lost, displaced and property destructed due to 

civil strife.  

 

1.4. Public policies to reduce poverty and inequality 

 

Legacy policies inherited from Soviet period were poorly suited to combat inequality and 

poverty in newly formed countries. That was comprised of several reasons. Funding for social 

services and social protection fell significantly due to declines in GDP and share to be used for 

redistribution, frameworks that were inherited were ineffective in reaching those that requires 

assistance the most (Slay, 2009). Unfavorable demographic trends and countries being unable to 

substantiate public sector and services contributed to the increased inequality and poverty in the 

region.  

Countries have chosen different paths and alliances after gaining independence. 3 Baltic 

countries joined European Union (EU) and NATO. While Armenia, Azerbaijan, Belarus, 

Kazakhstan, Kyrgyzstan, Moldova, Russia, Tajikistan and Uzbekistan formed Commonwealth of 

Independent States (CIS). Ukraine and Turkmenistan were among the founding states but never 

fully ratified the charter. Georgia withdrew from CIS in 2008 (Encyclopedia Britannica, 2018) as 

well as Ukraine in 2018 (Encyclopedia Britannica, 2018). That entails particular alignment with 

international agenda of organizations.  

A number of reforms were introduced to address these issues by many former Soviet countries. 

Overview of the measures introduced described by Slay (2009) in his work Poverty, Inequality, 

and Social Policy Reform in the Former Soviet Union: 

 

Tax reforms 

High tax rates needed to maintain universal benefit, extensive formal worker protection 

schemes, centralized wage setting mechanisms are difficult tasks for the countries. Simplified tax 

policy, reduced tax rates, numbers of exemptions for value added, personal and corporate income 

tax changes were done. Difference in inequality across the economic groups within the population 

through time is attributed substantially to redistributive fiscal policies (IMF, 2017).  

 

Labour market reforms  

Labour code reforms done which described employee protection legislation. Unemployment 

benefits were proposed to be reduced, and arrangements of firing and hiring workers made easier. 
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Promotion of well-targeted active labour market policies and enhancing employment of low-

skilled, the long term unemployed and discouraged jobseekers, unexperienced youth. Actions to 

decentralize collective bargaining systems were done to boost labour market performance and 

inclusiveness. 

 

Social benefit reform 

Increase incentives for the recipient of benefits when a proper venue of actions is taken, like 

linking child support or unemployment benefits to enrolment to school or particular training 

courses. According to changing demographics restructuration of education system, pension 

system was initiated. Over the medium-term investments in public sector can help reduce 

inequality and impact intergenerational poverty (IMF, 2017). 

 

Financial crisis had significant impact on inequality and poverty in the region. Earnings of 

workers dropped significantly due to job loss and cut wages. Relative price changes caused by 

currency depreciation, affect poor individuals and households the most. On top of that tighter 

monetary and fiscal policies were employed, cuts on social benefits introduced, employment in 

public sector decreased (Baldacci and others, 2002). Inequality is increased if a fall in the income 

share of the lowest income quintiles of society is strongly pronounced compared to ones in richest 

quintile. In prolonged time it affects poorest households to cope with expenditures on food, health, 

education, utilities (Ortiz and Cummins, 2011). Cline (2002) have estimated 7% increase in the 

average poverty headcount of a developing country that is due to financial crisis.  

During the transition period countries have experienced changes in their policies and 

implement structures that would be efficient in addressing inequality and poverty issues. Not long 

after financial crisis indicated gaps in those structures that required reassessment. Advanced 

countries focus on reforms that to increase human capital and skills combined with tax reforms is 

important factor for sustained inclusive growth (IMF, 2015). 

 

Inequality and poverty are topics of multiple disciplines and they still remain focus for 

researchers today. Former Soviet Union countries had unique history experiencing transition from 

socialist to market economy, changes of ideology that impacted the new formed countries. Before 

trying to test and identify if and how Soviet legacy impacted in scope countries it was vital to 

overview main concepts and terms relating to the topic. There is no one specific reason but rather 

multiple mix of factors that cause inequality and poverty as well as consequences of inequality 

and poverty impact various spheres of society. Overview of current trends that have implications 

to the object of this thesis was necessary in order to consider them whilst performing analysis part 
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of the work. Even though egalitarianism was the key element of communism ideology inequality 

and poverty was never eradicated in Soviet Union and some groups of society had privileges and 

accesses to different set of goods and services than others. Understanding circumstances under 

communist regime, transition period and current tendencies will allow for comprehensive analysis 

part and more inclusive conclusions and recommendations.  
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2. RESEARCH METHODOLOGY  

2.1. Structure of the research 

  

The main purpose of this part of the paper is to create a structure of the research in which 

inequality and poverty among the EU countries, EU FSU (former Soviet Union) countries and CIS 

FSU countries are weighted over chosen period of time. To achieve the goal of the thesis the 

following steps are considered: grouping of countries, analysis of inequality and poverty trends 

dynamics throughout the selected timeframe within the identified groups, applying Granger test 

to realize the causality between the variables, and performing panel data regression analysis.  

Visual representation of intended analysis structure:  

 
Figure 11. Historical factors’ impact on inequality and poverty in post-Soviet countries analysis 

scheme  

Source: Author’s (2020) 

 

2.2. Data set  

2.2.1. Variables  

 

For this analysis the annual data of the selected countries from 2004 till 2017 is chosen as 

this is the newest available comparable data, in total 14 observations for each country and each 

variable. Reliable databases such as The World Bank and UNECE Statistical Database will be 

used for above mentioned analysis. EViews software package is used for the analysis. 

4.	PANEL	DATA	REGRESSION	ANALYSIS

Estimate	the	relationship	between	dependent	‘outcome’	variable	and	multiple	independent	variables	

3.	GRANGER	TEST

Test	the	causality	between	the	variables

2.	ANALYSIS	OF	INEQUALITY	AND	POVERTY		DYNAMICS	IN	IDENTIFIED	GROUPS	OF	COUNTRIES

Watts	poverty	index Gini	coefficient	

1.	GROUPING	OF	COUNTRIES	ACCORDING	TO	FORMER	AND	CURRENT	BELONGING	TO	THE	INTERNATIONAL	UNIONS		

EU	 EU	FSU CIS	FSU
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Granger tests are being performed to realize causality between the variables and afterwards 

two different panel model estimations are carried out. In each of the panel model different 

dependent variable is chosen and the independent variables remain the same.   

Two dependent variables are chosen. The first one is Gini coefficient, a widely acceptable 

inequality indicator. The value of Gini varies from 0 to 1, with 0 meaning perfect equality and 1 

standing for absolute inequality. The second dependent variable is Watts poverty indicator. This 

is the mean across the population of the proportionate poverty gaps, as measured by the log of the 

ratio of the poverty line to income, where the mean is formed over the whole population, counting 

the non-poor as having a zero-poverty gap (The World Bank). 

 

The independent variables used in this analysis are given below: 

• Final consumption expenditure as a percentage of GDP; 

• Labour productivity as GDP per person employed in PPP; 

• Globalisation – expressed in total trade as a share of GDP as a percentage; 

• General government final consumption expenditure as a percentage of GDP; 

• Unemployment, as a percentage of total labour force according to the national estimate; 

• Exports of goods and services as a percentage of GDP; 

• Imports of goods and services as a percentage of GDP; 

• Inflation as measured by the annual growth rate of the GDP; 

• Foreign direct investment as a net inflow (BoP, current US$); 

• Gender pay gap as a difference in monthly earnings. 

Dummy variables chosen for the analysis: 

1. Former belonging to Soviet Union – dummy variable with the value 0, when a country has 

not been the member of Soviet Union, and value 1 when country was a member of Soviet 

Union; 

2. Belonging to European Union - dummy variable with the value 0, when a country is not a 

member of European Union, and value 1 when country is a member of European Union; 

3. Belonging to Commonwealth of Independent States - dummy variable with the value 0, 

when a country is not a member of Commonwealth of Independent States, and value 1 

when country is a member of Commonwealth of Independent States. 

 Other variables such as government expenditure on education, net migration, gross average 

monthly wages, tax system influence and income were considered for the analysis but were not 

found in any database to be used in comparable manner. 
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2.2.2. Log- transformation 

 

 Log-transformation is used when performing the tests in order to erase differences between 

the variables used in the analysis as they are expressed in different units of measurement. 

 In order to apply log-transformation all data have to be expressed in positive values. To 

comply with this, negative data values are added most negative value as a constant to all values of 

a specific variable to make it positive. This shall be expressed by log(Y+a), where a is a constant 

value. Constant values that shall be added are represented in the below table. 

 

Table 2. Log-transformation 

Variable  (a) value  
FDI 140000000000 

Source: Author’s (2020) 

 

2.2.3. Codification of countries 

 

Throughout the analysis Alpha-2 code system to identify countries will be used. These 

codes will be used in estimation part as well as in the software where the tests will be performed. 

 

Table 3. Country Alpha-2 code list 

Country Alpha-2 code Country Alpha-2 code 
Lithuania  LT Greece GR 
Latvia LV Hungary HU 
Estonia EE Ireland IE 
Bulgaria BG Italy IT 
Croatia HR Netherlands NL 
Malta  MT Poland PL 
Romania RO Portugal PT 
Luxembourg  LU Slovakia SK 
Austria AT Slovenia SI 
Belgium BE Spain ES 
Cyprus CY Sweden SE 
Czechia CZ European union  EU 
Denmark DK Kazakhstan  KZ 
Finland FI Kyrgyzstan KG 
France FR Georgia GE 
Germany DE Ukraine UA 

 

Source: Author’s (2020) according to IBAN information 
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2.3. Granger test 

 

In order to identify causal relationship between the variables Granger test (Granger, 1969) is 

performed in third part of the analysis. Assumption before the Granger test is that X causes Y 

therefore, before changes happen with Y changes to X have to happen prior to that and not vice 

versa. With the help of this test, it will be possible to answer whether changes in X causes changes 

in Y (Brooks, 2008). 

There are two conditions that have to be met: 

1. X have to statistically significantly influence Y  

2. Y should not statistically significantly influence X 

Two sets of Granger tests are applied, where in first set Gini coefficient is dependent variable Y, 

and in second one – Watts poverty index. The independent X variables are the same in both tests: 

final consumption expenditure, labour productivity, globalisation, general government final 

consumption expenditure, unemployment, exports, imports, inflation, foreign direct investment, 

gender pay gap.  

 

2.4. Panel data analysis 

 

 After the variables are checked and causality established by Granger test panel data 

regression analysis is performed in order to determine the strength of dependency between the 

dependent and independent variables. Two panel data regression analysis for each dependent 

variable are performed. This model combines cross-sectional and time series data, where the same 

unit cross section is measured at different times. If we have T time periods and N the number of 

individuals, then with panel data analysis it will be total observation units of N x T. In the time 

series one or more variables are observed on one observation unit within a certain time frame and 

in cross section data the observation of several units of observation in a single point of time is 

checked.   

 Panel data can be analysed under three approaches – fixed effect, random effect or common 

effect. Fixed effect model estimates a separate intercept for each subject with dummy variable. 

The drawback of this model that it suffers from the large loss of degrees of freedom. In order to 

overcome the serial correlation and heteroscedasticity of the panel data random effect can be used. 

This model estimates panel data where interference variables may be interconnected between time 

and individuals. Third one is called common effect or pooled least square model and it combines 

only time series and cross section data and it is assumed that behaviour of data is the same in 
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various periods. In order to understand what model is the most suitable to use special test can be 

applied.  

Two tests were applied in this thesis - Chow and Lagrange multiplier test. Chow test 

determines whether common effect or fixed effect is most appropriate to use in the analysis. If 

result: 

H0: Select CE (p> 0.05) 

H1: Select FE (p <0.05) 

 

Lagrange Multiplier test is also applied to determine if it suggests common effect over random 

effect for the analysis. If result: 

 H0: Select CE (p> 0.05) 

 H1: Select RE (p< 0.05) 

 

After the combined analysis described above will be performed possible impacts on 

inequality and poverty in post-Soviet countries can be identified and raised hypotheses can be 

proved or disproved. Conclusions and recommendations shall be provided accordingly. 
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3. IMPACT OF FORMER BELONGING TO SOVIET UNION, EU AND 

CIS MEMBERSHIP AND OTHER FACTORS ON POVERTY AND 

INCOME INEQUALITY  

 

 The hypotheses that are formed before the estimation is that: 

H1: former belonging to SU has an impact on inequality and poverty in former members; 

H2: inequality and poverty are influenced by final consumption expenditure, labour productivity, 

globalisation, general government final consumption expenditure, unemployment, exports, 

imports, inflation, FDI and gender pay gap; 

H3: belonging to EU or CIS has an impact on inequality and poverty. 

 

3.1. Grouping of countries  

 

 For the purpose of the paper 3 groups of countries are considered to be introduced:  

• EU - European Union countries except for post-Soviet countries 

• EU FSU - European Union countries that belonged to Soviet Union 

• CIS FSU - members or former members of Commonwealth of Independent countries that 

formerly belonged to Soviet Union 

List of countries that will comprise EU group are the following: Czechia, Finland, Netherlands, 

Slovakia, and Sweden. Other countries were excluded from the list due to lack of available 

comparable data or for atypically high data parameters like Luxembourg compared to other 

countries or EU average. 

 
Figure 12. EU countries according to average GDP per capita, PPP, 1995-2019. 

Source: Author’s (2020) according to The World Bank data 
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EU FSU countries are European Union countries that were formerly Soviet Union republics. Baltic 

states Lithuania, Latvia, Estonia are the only members of EU that were previously incorporated in 

Soviet Union therefore, all belong to EU FSU group. In scope for CIS FSU group 12 countries are 

considered (listed in section 1.4.) even though Georgia and Ukraine left the union. Georgia, 

Kazakhstan, Kyrgyzstan, and Ukraine will comprise this group. All other countries excluded due 

to lack of comparable data.  

Overview of inequality and poverty trends throughout timeframe of defined groups of 

countries is performed in next paragraph. Inequality and poverty measurements that are used for 

the analysis are described in detail in section 1.1.6. Gini coefficient and Watts poverty index were 

selected for analysis and comparison amongst groups.  

 

3.2. Dynamic analysis  

3.2.1. EU FSU group 

 

First group of countries that will be revised in dynamic analysis are Baltic countries. One 

of the most popular and universally recognised inequality measurements is Gini coefficient. This 

coefficient from 0 (0%) to 1 (100%) where 0 represents perfect equality. Visual representation of 

Gini dynamics in Baltic countries through 2004-2017 can be found in the Figure 13 below. 

Throughout the analysed period Latvia registered highest Gini coefficient in 2005 at 39% which 

then decreased by 3.4% in the following year. In 2007 and 2008 it slightly bounced back but from 

2009 kept decreasing and never reached the pre-financial crisis high. In 2017 slight increase in 

Gini coefficient by 1.3% was registered after the period of consecutive decrease in registered 

coefficient. In comparison to slow and modest decrease in registered inequality in Latvia, 

Lithuania does not share the same tendency and has clearly more dramatic fluctuation. Starting 

from 37% in 2004 inequality decreased during the next two years by 2.6%. Gini coefficient peaked 

in 2009 with 37.2% and during the following years mostly due to measures applied after the 

financial crisis drop in income inequality by 4.7%. 
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Figure 13. Gini coefficient dynamics in Baltic countries, 2004-2017  

Source: Author’s (2020), according to The World Bank data 

 

After the short-lived decrease in 2012 Gini coefficient increased by 2.6% and kept on increasing 

till the end of the analysed period. From 2013 Lithuania consequently registered higher Gini 

coefficient than the neighbouring countries which indicates that Lithuania has higher income 

inequality than Latvia and Estonia. Estonia has registered lower Gini coefficients throughout the 

analysed period than Latvia and Lithuania. Only one peak period of two years 2013 and 2014 can 

be identified as more significant where Gini coefficient reached respectively 35.1% and 34.6%. 

Watts poverty index which is sensitive to transfers to the poorest part of society indicates that it 

was lowest in Lithuanian in 2004 and 2008 with 0.03. Though after these respective years the 

index increased in the following years by more than 1 point. In 2011 Watts index dropped to 0.34 

and till the end of the analysed period stayed within relatively modest amplitude comparing to the 

first half of the period. Latvia shares very similar dynamic to Lithuania were in 2004 Watts index 

was registered at 0.06 and in 2007, 2008 and 2009 were 0 or very close to that (2009 – 0.05). After 

these periods Watts index peak in 2005 by 1.34 and in 2010 by 1.09. After these fluctuations Watts 

stayed lower than but still higher than in neighbouring countries. Compared to neighbours Estonia 

experienced fluctuations in much lower amplitude. First peak registered in 2006 was at 0.55 which 

was increase by 0.29 from the previous year. After the 2 year of decreasing Watts index in 2010 

it bounced back to 0.5 and stayed almost stagnant for 4 years. In the similar manner to Latvia and 

Lithuania after the fluctuations even if in more modest manner Watts index decreased in the 

following years.  
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Figure 14. Watts’ index dynamics in Baltic countries, 2004-2017 

Source: Author’s (2020), according to The World Bank data 

 

3.2.2. CIS FSU countries  

 

The second group in analysis is CIS FSU group of countries. Out of 4 countries Georgia 

registers highest Gini coefficient therefore, higher inequality. Overall fluctuations in Gini are 

modest with amplitude of 3.4% during the analysed period. After the slight peak period of 2010 – 

2012 where Gini exceeded 39% it slowly decreased to the numbers before it. On the contrary 

Ukraine registered lowest Gini coefficient amongst analysed countries. During the first three years 

of analysed period Ukraine had higher income inequality but it slowly subsided and never returned 

to the highest point registered in 2009 (29.8%). Kazakhstan and Kyrgyzstan share similar 

dynamics with radical fluctuations in the beginning of the analysed period. In 2005 Kazakhstan 

registered Gini coefficient at 39.8% which is 8% higher from the previous year and then a drop 

by 9.6% in following year. From 2006 Gini coefficient was slowly declining without any major 

turbulences. Similarly, to Kazakhstan, Kyrgyzstan also experienced fluctuations in the beginning 

of the analysed period with Gini reaching 37.4% in 2006 which was afterwards followed by drop 

of 3.5%. In the following years Gini kept decreasing in the same manner as for Kazakhstan.  
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Figure 15. Gini coefficient dynamics in CIS member countries, 2004-2017 

Source: Author’s (2020), according to The World Bank data  

 

Sharing the same tendency as with Gini coefficient, Georgia registers higher Watts index as well. 

During the first 8 years of the analysed period Watts fluctuated within the amplitude of 1.14 and 

registered first meaningful reduction in 2012 by 1.98 points. After this period Watts decreased in 

the following years. Comparing to the second highest Watts registering country in the group 

Kyrgyzstan and Georgia there is a difference of up to 5.03 points between the countries which is 

quite significant. Even though Kyrgyzstan had very modest fluctuations during the analysed 

period the main tendency of Watts index is decreasing. At the beginning of the period Watts was 

registered above 2.5 but after these two years were steadily decreasing apart for one slight bounce 

back in 2010 by 1.15 points from the previous year. During the analysed period Kazakhstan and 

Ukraine are almost flatlined apart from the Kazakhstan indicating some fluctuation in the 

beginning of the period and registering the Watts index in 2005 at 1.64. 
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Figure 16. Watts’ index dynamics in CIS member countries, 2004-2017 

Source: Author’s (2020), according to The World Bank data 

 

3.2.3. EU countries  

 

 Lastly, EU group of countries. Countries that indicate lower income inequality in this 

group are Slovakia and Czechia. Slovakia indicates the lowest Gini coefficient amongst the 

countries and had relatively the same level during the period with one dip in 2008 till 23.7% and 

one peak period in 2013 up to 26.2% which then gradually decreased. Even thought at the 

beginning of the analysed period Czechia registered 27.4% during the later years Gini coefficient 

gradually decreased and in 2017 was at 24.9%. Finland indicates very stable Gini coefficient 

throughout the years with slight decrease and with amplitude of 1.5% and almost divides the EU 

group countries right in the middle. In 2004 Sweden registered Gini coefficient at 26.1% and 

during the analysed period Gini coefficient was steadily increasing which indicates growing 

income inequality in the country. Highest registered coefficient was in 2016 at 29.6% which is 

increase by 3.5%. Netherlands registered highest Gini coefficients during the 2004 and 2008 

which was followed by period of four years of decrease. From 2013 Gini increased slightly and 

kept around the same level till the end of analysed period. 

 

0

1

2

3

4

5

6

2004 2006 2008 2010 2012 2014 2016

KZ KG GE UA

Watts’ index



 42 

 
Figure 17. Gini coefficient dynamics in EU countries, 2004-2017 

Source: Author’s (2020), according to The World Bank data 

 

Amongst the EU group of countries Sweden indicated the most fluctuating Watts index with 

consecutive drops and peaks in the index. Also, Sweden registers overall higher Watts index than 

other countries in the group, even though the index never exceeds 0.7 in all countries. In case of 

Sweden there are 5 drops that can be indicated in 2004, 2006 and 2007, 2010, 2013 and the end 

of the analyzed period in 2016 and 2017. All of these drops were followed by peaks of one or two 

years. Worth mentioning is that this circle of drops and peaks in Watts index are getting lower in 

amplitude during the analyzed period. Four other countries in the group fluctuate in very modest 

amplitude of 0.15. Slovenia has a very slight peak of 0.12 in 2005 and during the rest of the period 

is almost completely flatlined. Czechia is also almost flatlined apart for two slight increases in 

2007 by 0.06 and in 2011 and 2012 by the same amount. Finland and Netherlands never quite 

reach the flat line and fluctuates in very modest amplitudes of 0.11 and 0.14 respectively. 
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Figure 18. Watts’ index dynamics in EU countries, 2004-2017 

Source: Author’s (2020), according to The World Bank data 

 

3.3. Granger tests 

 

Third step in analysis structure is Granger tests to determine the causal relationships 

between the variables. By applying this test, it is possible to determine whether changes in variable 

x Granger cause changes in variable y. In this analysis the multivariate Granger causality tests 

were applied as more than two variables are included. Granger tests are checked with 11 lags and 

significance level applied is (α) 0.05. First set of tests was performed with Gini coefficient and all 

the independent variables listed in paragraph 2.2.1. By performing these tests, the following 

hypotheses are tested: 

 

H0: Import does not Granger cause Gini 

H1: Import Granger cause Gini 

H0: Export does not Granger cause Gini 

H1: Export does Granger Cause Gini 

H0: Unemployment does not Granger cause Gini 

H1: Unemployment does Granger cause Gini 

H0: Inflation does not Granger cause Gini 
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H1: Inflation does Granger cause Gini 

H0: FDI does not Granger cause Gini 

H1: FDI does Granger cause Gini 

H0: Final consumption expenditure does not Granger cause Gini 

H1: Final consumption expenditure does Granger cause Gini 

H0: Labour productivity does not Granger cause Gini 

H1: Labour productivity does Granger cause Gini 

H0: General government consumption expenditure does not Granger cause Gini 

H1: General government consumption expenditure does Granger cause Gini 

H0: Globalisation does not Granger cause Gini 

H1: Globalisation does Granger cause Gini 

H0: Gender pay gap does not Granger cause Gini 

H1: Gender pay gap does Granger cause Gini 

 

 According to the results of the first set of Granger tests performed p levels stay above 

significant threshold that was applied for FDI throughout all eleven lags. Therefore, it is not 

possible to state that prior mentioned variable has causal relationship and influences income 

inequality expressed by Gini. Unemployment shows significant level from first lag (0.0208), and 

in second lag showing even more pronounced result (0.0088). Significant results are also detected 

in lag number 5 and 6, 9 and 10, all not exceeding 0.0315. Import indicates significant level with 

delay in 6th (0.0485), 7th (0.0381), 9th (0.0255) and 11th (0.0062) lags. The later the lag the more 

pronounced significance detected. Export indicated significant level in only one lag – 7th with 

0.0387 as well as final consumption expenditure with 0.0272. In lag 2 and 10 inflation indicated 

very significant level respectively 0.0154 and 0.0039. General government consumption 

expenditure indicates significant level for 3 consecutive years 4 (0.0208), 5 (0.0464), and 6 

(0.0198). In lag 3 (0.0211), 5 (0.0399) and 9 (0.0162) gender pay gap indicates significant level. 

Globalisation shows significant result only in the last 11th lag – 0.0281. Labour productivity shows 

significance in 3rd lag with 0.0401. All above described results indicate that the import, export, 

unemployment, inflation, final consumption expenditure, general government consumption 

expenditure, globalisation, gender pay gap and labour productivity can be considered to be having 

causal relationship with income inequality expressed in Gini coefficient.  

 

Second set of Granger tests is performed with Watts poverty index and the same 

prerequisites as in the first set of tests where 11 lags are checked, and significance level applied is 

(α) 0.05. All the independent variables listed in paragraph 2.2.1. that were used for the tests with 
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Gini coefficient are used here as well. By performing this analysis, the following hypotheses are 

tested: 

 

H0: Import does not Granger cause Watts 

H1: Import does Granger cause Watts 

H0: Export does not Granger cause Watts 

H1: Export does Granger Cause Watts 

H0: Unemployment does not Granger cause Watts 

H1: Unemployment does Granger cause Watts 

H0: Inflation does not Granger cause Watts 

H1: Inflation does Granger cause Watts 

H0: FDI does not Granger cause Watts 

H1: FDI does Granger cause Watts 

H0: Final consumption expenditure does not Granger cause Watts 

H1: Final consumption expenditure does Granger cause Watts 

H0: Labour productivity does not Granger cause Watts 

H1: Labour productivity does Granger cause Watts 

H0: General government consumption expenditure does not Granger cause Watts 

H1: General government consumption expenditure does Granger cause Watts 

H0: Globalisation does not Granger cause Watts 

H1: Globalisation does Granger cause Watts 

H0: Gender pay gap does not Granger cause Watts 

H1: Gender pay gap does Granger cause Watts 

 

Results from this test indicates that FDI, globalisation, gender pay gap and labour 

productivity could not be considered as causing Watts as they have p levels above significant 

threshold decided in the beginning of the test throughout the 11 lags that were checked. On the 

contrary, unemployment consequently indicated significant results for four first years (0.0329, 

0.0022, 0.0104 and 0.0293) and then again 8th and 9th year (0.0003 and 0.0003). Final consumption 

expenditure indicates delayed significance from 3rd through 10th year (0.0116, 0.0417, 0.00002, 

0.00000002, 0.000002, 0.0407, 0.0003 and 0.0056). General government consumption 

expenditure also displays delayed significance from 3rd through 7th year (0.0028, 0.0002, 0.00002, 

0.0001 and 0.00001). Imports, exports and inflation appears only once throughout the tested 11 

lags. Imports indicate significant level in 4th year with 0.0498, exports in 8th year with 0.0452 and 
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inflation in 9th year with 0.0381, which in overall is not the most significant results comparing 

with other tested variables.  

 

After performing the Granger tests it can be considered that FDI has no significant causal 

relationship with Gini coefficient that represents inequality and Watts index that represents 

poverty, therefore can be deemed redundant for the following panel data regression analysis.  

 

3.4. Panel data regression analysis  

 

In the fourth step of the analysis two panel data regressions are carried out with different 

dependent variables: Gini coefficient and Watts poverty index, and the same independent variables 

as well as dummy variables described in second part of the thesis. The aim of the estimation is to 

identify variables that contribute to inequality and poverty. The main hypothesis is that inequality 

and poverty depend on former belonging to Soviet Union. In the estimations the following 

hypotheses are also checked: 

 

1. Inequality and poverty depend on membership in international organizations: 

European Union and Commonwealth of Independent States;  

2. Inequality and poverty are influenced by final consumption expenditure, labour 

productivity, globalisation, general government final consumption expenditure, 

unemployment, exports, imports, inflation and gender pay gap. 

The Granger test discovered that FDI has no significant causal relationship with Gini coefficient 

or Watts poverty index, therefore it is not included in further analysis.  

The first panel data analysis is carried out with Gini as a dependent variable. 

 

3.4.1. Gini coefficient panel model  

 

 After the compiling of data into equation it is checked what effects are more appropriate 

for the model. Likelihood ratio method suggests that fixed effect is not appropriate to use as null 

hypothesis cannot be rejected due to the Prob.>0.05. 
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Figure 19. Redundant fixed effects test, Gini  

Source: Author’s (2020) by EViews using data from The World Bank and UNECE Statistical 

Division Database 

 

Lagrange multiplier test is performed which also confirms that common effect is more suitable for 

the model as it indicates Prob.>0.05. 

 

 
Figure 20. Lagrange multiplier Tests for Random Effects, Gini  

Source: Author’s (2020) by EViews using data from the World Bank and UNECE Statistical 

Division Database 

 



 48 

 From Figure 21 it is clear that there is no autocorrelation detected in the sample as Durbin-

Watson statistic equals to 1.91 which is considered close to ideal according to the Durbin Watson 

significance table (Durbin-Watson significance tables, 2014).   

 R-squared is 0.76 which is means that variables listed in the model explain 76% of the 

range and it can be considered as sufficient. Significance of the model is indicated by Prob (F-

statistic) which is 0.00 and is less than 0.05 suggesting that the model shall be considered as 

significant.  

  

 
Figure 21. Panel Least squares method with common effect and ordinary coefficient covariance 

with dependent Gini  

Source: Author’s (2020) by EViews using data from the World Bank and UNECE Statistical 

Division Database 

 

Summing up the Figure 21 results it can be stated that gender pay gap, import, export, 

general government expenditure and unemployment contribute to deepening income inequality, 
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while higher levels of globalisation, final consumption expenditure, labour productivity and 

inflation tend to decrease Gini coefficient. During the analysis it became clear that dummy 

variables cannot be tested when C is present in the equation due to collinearity therefore, C was 

removed, and dummy variables added to the equation to test their significance. Dummy variables 

indicate no significance as according to probability they exceed 0.05. All other tested variables 

are significant according to the results presented above in Figure 21. 

 

 Analysis of residuals in graphical manner is used to evaluate the actual and the fitted values 

of the dependent variable. 

 
Figure 22. Actual and fitted values for dependent variable Gini 

Source: Author’s (2020) by EViews using data from The World Bank and UNECE Statistical 

Division Database 

 

From the graph above it is clear that that the fitted values overlap the actual values of dependent 

variable but not with great precision. With more data and possible observations, it can be assumed 

that better fit would be achieved. Residuals are slightly more volatile in the first half of the sample 

than in the second half.  

 Jarque-Bera test is also performed to understand whether residuals are normally 

distributed. Probability of Jarque-Bera tests is more than 0.05 therefore, null hypothesis that 

residuals are normally distributed cannot be rejected.  
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Figure 23. Jarque-Bera test, Gini 

Source: Author’s (2020) by EViews using data from The World Bank and UNECE Statistical 

Division Database 

 

3.4.2. Watts index panel model 

 

 After the compiling of data into equation it is checked what effect is more suitable for the 

model. Likelihood ratio method is performed which suggests that fixed effect is not appropriate 

to use as null hypothesis cannot be rejected due to the Prob.>0.05. 

 

 
Figure 24. Redundant fixed effects test, Watts 

Source: Author’s (2020) by EViews using data from The World Bank and UNECE Statistical 

Division Database 

 

Lagrange multiplier test is also performed which suggests that common effect is most appropriate 

for the model as it indicates Prob.>0.05. 
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Figure 25. Lagrange multiplier Tests for Random Effects, Watts 

Source: Author’s (2020) by EViews using data from The World Bank and UNECE Statistical 

Division Database 

 

 From Figure 26 it is clear that there is no autocorrelation detected in the sample as Durbin-

Watson statistic equals to 2.04 which is considered almost ideal according to the Durbin Watson 

significance table (Durbin-Watson significance tables, 2014).  

R-squared is 0.85 which is means that variables listed in the model explains 85% of the 

range and it can be considered as sufficient. Significance of the model is indicated by Prob (F-

statistic) which is 0.00 and is less than 0.05 suggesting that the model shall be considered 

significant.  

From Figure 26 it can be stated that gender pay gap, import, export, final consumption 

expenditure and inflation contributes to deepening poverty, while globalisation, general 

government consumption expenditure, unemployment and labour productivity contribute to 

decreasing it. Dummy variables indicate no significance as according to probability they exceed 

0.05. All other tested variables are significant according to the results presented below in Figure 

26. 
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Figure 26. Panel Least squares method with common effect and ordinary coefficient covariance 

with dependent Watts  

Source: Author’s (2020) by EViews using data from The World Bank and UNECE Statistical 

Division Database 

 Analysis of residuals in graphical manner is used to evaluate the actual and the fitted values 

of the dependent variable. 
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Figure 27. Actual and fitted values for dependent variable Watts 

Source: Author’s (2020) by EViews using data from The World Bank and UNECE Statistical 

Division Database 

From the graph above it is clear that the fitted values overlap actual values of dependent variable 

with greater precision than with Gini coefficient. With more data and possible observations, even 

better fit could be achieved. Residuals are slightly more volatile in the first half of the sample than 

in second half.  

  

 
Figure 28. Jarque-Bera test, Watts 

Source: Author’s (2020) by EViews using data from The World Bank and UNECE Statistical 

Division Database 
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Jarque-Bera test is also performed to understand whether residuals are normally 

distributed. Probability of Jarque-Bera tests is more than 0.05 therefore, null hypothesis that 

residuals are normally distributed cannot be rejected. 

 

3.4.3. Comparison of estimated results 

 

 After both regression models are performed comparisons of their results can be made. 

Neither one of the models indicated that former belonging to the Soviet Union has an impact on 

inequality and poverty. Since data is taken only from 2004 as it is the earliest comparable year it 

is possible that former belonging to SU could be more significant during the first decade of 

independence and does not carry significance for a longer period. Belonging to European Union 

and Commonwealth of Independent States also proved to be insignificant and does not impact 

inequality and poverty rates in analysed countries.  

During the Granger tests it was confirmed that variable FDI has no causal relationship with 

Gini coefficient and Watts index thus was removed from further panel data analysis. In both 

models gender pay gap as well as import and export impact the rise in inequality and poverty. 

Gender pay gap not only directly impacts the earnings of different sexes but also influences other 

factors such as education which in turn can exacerbate the problem. Combined with likelihood of 

women working in informal sector which is usually less compensated it creates an issue that is 

detrimental to productivity and growth (Jain-Chandra, 2015). Incentivizing women involvement 

in labour market by changes in benefits and tax policies, as well as encouraging higher education, 

especially in high-earning sectors, as well as removing any legal or gender-bias stereotypes would 

contribute to lowering inequality and poverty in society. Imports and exports are usually attributed 

to higher labour productivity which indicates higher involvement in labour market and in turn 

reduced inequality and poverty but according to performed analysis they influence increasing 

inequality and poverty rates. This would suggest that only limited part of society that is related to 

exports and imports reap the fruits of increased income and therefore it contributes to higher 

inequality in the country. Even though export and import might increase average income in the 

country but that does not necessarily mean that it reaches the poor. On the contrary, increased 

income median would mean that poverty threshold also increases thus the share of persons living 

below it increases.  

Oppositely, globalisation and labour productivity indicates lowering rates of inequality 

and poverty. This can be explained by theory as globalisation can reduce inequality and poverty 

by stimulating economic growth, creating more jobs by transferring them from richer countries to 

poorer and lifting per capita income. This relates to increased labour productivity as it also 
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indicates economic growth in the country. It is double swarded relationship because globalisation 

can have negative impact on inequality and poverty as well by increasing specialisation amongst 

other drawbacks.   

The most interesting observation from the regressions above is that whilst final 

consumption expenditure and inflation contributed to deepening poverty both of them can be 

indicated as factors decreasing inequality. Final consumption expenditure can be explained by 

poor part of society not being able to attain goods and services which would benefit their position 

by providing advantage like books for education. Deconstructing this from inequality perspective 

it can be assumed that the money is used for services and goods enabling to advance ones position. 

As for inflation it can be assumed that the income increased for the people who earn less by 

employers having to compensate for raising inflation but not as much for the high earners. 

Increasing rates of poverty can be explained by inflation driven rise in income median as well as 

poverty threshold. Considering that poor are reliant on social transfers without proper indexation 

to compensate for the inflation it can lead to growing poverty in the country. 

Furthermore, the same behaviour just with different direction can be noticed with general 

government expenditure and unemployment, where they contribute to decreasing poverty but 

deepening inequality. Unemployment benefits received during the period of unemployment can 

be attributed to relative minimization of poverty but does not influence inequality measures in the 

country. Same is for general government consumption expenditure, it provides benefit to poorer 

part of society by ensuring collective needs of the country like health care, education and other 

social transfers but not necessarily has an impact on inequality.   
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CONCLUSIONS  

 

1. The complicated nature of inequality and poverty causality requires multiple variables and 

comparable data to be taken into account as well as specific factors of the particular region 

when measured. 

2. By applying different methodology and sets of data there is possible to get different results 

on the trends that affect inequality. It strongly depends on research objective and 

representation of the results. The most common measurement tools being Gini coefficient, 

Theil index, Lorenz curve, Atkinsons index, and differentiation coefficients deciles, 

quintiles, quartiles.  

3. Many factors contribute to the inequality and multiple measures have to be set in place to 

reverse it. It strongly depends on geopolitical situation of the country and involvement in 

international organizations (EU). 

4. Transition from planned economy dramatically changed post-Soviet countries trajectory 

regarding inequality and poverty and plunged the region in deep and one of the worst crises 

in recorded history. 

5. Legacy structures, lack of knowledge how to run a country, macroeconomic factors 

prolonged the crisis. Policies that had counter fight inequality and poverty had to be set in 

place in newly independent countries. 

6. In most post-Soviet countries, there are proportional income taxes in place which is on the 

contrary for many Western Europe countries. This means that all citizens pay the same 

tariff not taking into account actual income.  

7. The best tool that combines cross-sectional and time series data and enables to include 

multiple independent variables is panel data regression analysis which is used in 

combination with Granger test in this thesis. 

8. Former belonging to Soviet Union does not have an impact on inequality and poverty 

according to the performed tests. Analysis with earlier data can be performed to check 

whether this impact is more noticeable during the first decade of independence of the 

countries.  

9. Belonging to international organizations such as European Union and Commonwealth of 

Independent States proved to have no impact on inequality and poverty rates in selected 

countries during the analysis.  

10. Model with Watts index which represents poverty indicated that globalisation, general 

government consumption expenditure, unemployment and labour productivity contributes 

to reducing poverty. Oppositely, gender pay gap, imports, exports, final consumption 
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expenditure and inflation deepens the poverty. R-squared equals to 0.85 and signals that 

the model explains 85% of the range.  

11. Model with Gini coefficient which represents inequality indicated that globalization, final 

consumption expenditure, labour productivity and inflation contributes to reducing 

inequality while gender pay gap, import, export, general government consumption 

expenditure and unemployment increases it. R-squared equals to 0.76 and announces that 

the model explains 76% of the range. 
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Inequality and poverty topics are at the centre of many social, political and economic 

debates. In recent decades income inequality and poverty topics are gaining traction with 

recognition from many international organizations and goals set to reduce them. The main goal of 

this thesis is to determine if inequality and poverty are impacted by former belonging to Soviet 

Union. Furthermore, the efforts are made to determine whether membership in international 

organizations like European Union and Commonwealth of Independent State have any influence 

on the phenomena. Additionally, ten other factors are checked for their contribution to the 

dynamics of inequality and poverty. 

In theoretical part of the thesis extensive analysis of the literature has been done for better 

understanding of the phenomena and clarifying the causes and consequences of it. To decipher 

differences of inequality among selected countries multiple tools can be used with the most 

common being Gini coefficient, Theil index, Lorenz curve and Atkinson’s index which also brings 

social welfare factor to the spotlight. Poverty is usually measured by Foster-Greer-Thorbecke 

indexes as well as Watts poverty index and AROPE indicator. Also, the overview of the planned 

economy traits in USSR and the transition from it to market economy is done. Overview of policies 

that new countries have adopt to address inequality and poverty is performed.  

In order to test the raised hypotheses and achieve the goal of the thesis 4 distinct steps are 

introduced in methodology part: grouping of countries, analysis of inequality and poverty trends 

dynamics throughout the selected timeframe within the identified groups, applying Granger test 

to realize the causality between the variables, and performing panel data regression analysis. 

After the applied tests it was identified that former belonging to SU, EU and CIS have no 

impact on inequality and poverty. Gender pay gap, import, export, general government 

consumption expenditure and unemployment contribute to deepening income inequality, while 

higher levels of globalisation, final consumption expenditure, labour productivity and inflation 
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tend to decrease Gini coefficient which represents inequality. Gender pay gap, import, export, 

final consumption expenditure and inflation contributes to deepening poverty, while globalisation, 

general government consumption expenditure, unemployment and labour productivity contribute 

to decreasing it. 
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Nelygybės ir skurdo temos vis dar yra dažnas reiškinys socialinėse, politinėse ir 

ekonominėse diskusijose. Pastaraisiais dešimtmečiais tarptautinės organizacijos skiria didelį 

dėmesį nelygybės ir skurdo mažinimo iniciatyvoms. Pagrindinis šio darbo tikslas yra nustatyti, ar 

nelygybė ir skurdas šalyje yra įtakojami buvusio priklausymo Sovietų Sąjungai. Be to, stengiamasi 

išsiaiškinti, ar narystė tarptautinėse organizacijose, tokiose kaip Europos Sąjunga ir 

Nepriklausomų valstybių sandrauga, taip pat turi įtakos nagrinėjamiems reiškiniams. Taip pat, 

tikrinami kiti veiksniai, kurie gali daryti įtaką nelygybės ir skurdo dinamikai šalyse.  

Teorinėje darbo dalyje atliekama literatūros analizė, kurios metu yra išaiškinamos 

pagrindinės sąvokos ir nelygybės tipai. Atliekamas nelygybės priežasčių ir pasekmių 

identifikavimas. Dažniausiai naudojami matavimo vienetai nelygybei įvertinti Gini indeksas, 

Teilo matas, Lorenco kreivė, Atkinsono indeksas, kuris taip pat nurodo šalies socialinės geroves 

lygį. Aptariamos tokios skurdo matavimo priemonės kaip Foster-Greer-Thorbecke indeksai, taip 

pat Watts skurdo indeksas ir AROPE rodiklis. Apžvelgiama istorinė regiono ekonominė situacija 

nuo planinės iki rinkos ekonomikos ir kokia įtaką tai turėjo nelygybės kitimui regione. Aptariamos 

svarbiausios įstatyminės priemonės, į kurias šalys koncentravosi, mažinančias skurdo ir nelygybės 

lygį.  

Norint patikrinti iškeltas hipotezes, metodinėje darbo dalyje aptariami 4 žingsniai tam 

pasiekti: šalių grupavimas, nelygybės ir skurdo tendencijų dinamikos analizė per pasirinktą 

laikotarpį nustatytose grupėse, Granger testo atlikimas nustatant priežastinius ryšius tarp 

kintamųjų ir atlikti 2 panelinių modelių analizės.  

Po atliktų testų buvo nustatyta, kad priklausymas SU, ES ir NVS neturi įtakos nelygybei 

ir skurdui. Lyčių darbo užmokesčio skirtumas, importas, eksportas, valdžios sektoriaus išlaidos ir 

nedarbas didina pajamų nelygybę, o didesnis globalizacijos lygis, galutinio vartojimo išlaidos, 

darbo našumas ir infliacija mažina Gini koeficientą, kuris reprezentuoja nelygybę. Lyčių darbo 



 68 

užmokesčio skirtumas, importas, eksportas, galutinio vartojimo išlaidos ir infliacija prisideda prie 

skurdo gilėjimo, o globalizacija, vyriausybės išlaidos, nedarbas ir darbo našumas prisideda prie jo 

mažinimo. 
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ANNEXES 

 

Annex 1. Gini pairwise Granger causality test, lag 1 

 
Source: Author‘s (2020) by EViews using data from the World Bank and UNECE Statistical 

Division Database 
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Annex 2.  Gini pairwise Granger causality test, lag 2 

 
Source: Author‘s (2020) by EViews using data from the World Bank and UNECE Statistical 

Division Database 
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Annex 3. Gini pairwise Granger causality test, lag 3 

 
Source: Author‘s (2020) by EViews using data from the World Bank and UNECE Statistical 

Division Database 
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Annex 4. Gini pairwise Granger causality test, lag 4 

 
Source: Author‘s (2020) by EViews using data from the World Bank and UNECE Statistical 

Division Database 
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Annex 5. Gini pairwise Granger causality test, lag 5 

 
Source: Author‘s (2020) by EViews using data from the World Bank and UNECE Statistical 

Division Database 
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Annex 6. Gini pairwise Granger causality test, lag 6 

 
Source: Author‘s (2020) by EViews using data from the World Bank and UNECE Statistical 

Division Database 
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Annex 7. Gini pairwise Granger causality test, lag 7 

 
Source: Author‘s (2020) by EViews using data from the World Bank and UNECE Statistical 

Division Database  
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Annex 8. Gini pairwise Granger causality test, lag 8 

 
Source: Author‘s (2020) by EViews using data from the World Bank and UNECE Statistical 

Division Database 
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Annex 9. Gini pairwise Granger causality test, lag 9 

 
Source: Author‘s (2020) by EViews using data from the World Bank and UNECE Statistical 

Division Database 
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Annex 10. Gini pairwise Granger causality test, lag 10 

 
Source: Author‘s (2020) by EViews using data from the World Bank and UNECE Statistical 

Division Database 
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Annex 11. Gini pairwise Granger causality test, lag 11 

 
Source: Author‘s (2020) by EViews using data from the World Bank and UNECE Statistical 

Division Database 
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Annex 12. Watts pairwise Granger causality test, lag 1 

 
Source: Author‘s (2020) by EViews using data from the World Bank and UNECE Statistical 

Division Database 
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Annex 13. Watts pairwise Granger causality test, lag 2 

 
Source: Author‘s (2020) by EViews using data from the World Bank and UNECE Statistical 

Division Database 
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Annex 14. Watts pairwise Granger causality test, lag 3 

 
Source: Author‘s (2020) by EViews using data from the World Bank and UNECE Statistical 

Division Database 
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Annex 15. Watts pairwise Granger causality test, lag 4 

 
Source: Author‘s (2020) by EViews using data from the World Bank and UNECE Statistical 

Division Database 
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Annex 16. Watts pairwise Granger causality test, lag 5 

 
Source: Author‘s (2020) by EViews using data from the World Bank and UNECE Statistical 

Division Database 
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Annex 17. Watts pairwise Granger causality test, lag 6 

 
Source: Author‘s (2020) by EViews using data from the World Bank and UNECE Statistical 

Division Database 
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Annex 18. Watts pairwise Granger causality test, lag 7 

 
Source: Author‘s (2020) by EViews using data from the World Bank and UNECE Statistical 

Division Database 
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Annex 19. Watts pairwise Granger causality test, lag 8 

 
Source: Author‘s (2020) by EViews using data from the World Bank and UNECE Statistical 

Division Database 
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Annex 20. Watts pairwise Granger causality test, lag 9 

 
Source: Author‘s (2020) by EViews using data from the World Bank and UNECE Statistical 

Division Database 
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Annex 21. Watts pairwise Granger causality test, lag 10 

 
Source: Author‘s (2020) by EViews using data from the World Bank and UNECE Statistical 

Division Database 
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Annex 22. Watts pairwise Granger causality test, lag 11 

 
Source: Author‘s (2020) by EViews using data from the World Bank and UNECE Statistical 

Division Database 
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Annex 23. Panel Least squares method with dependent Gini and dummy variable SU 

 
Source: Author‘s (2020) by EViews using data from the World Bank and UNECE Statistical 

Division Database 
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Annex 24. Panel Least squares method with dependent Gini and dummy variable EU 

 
Source: Author‘s (2020) by EViews using data from the World Bank and UNECE Statistical 

Division Database 
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Annex 25. Panel Least squares method with dependent Gini and dummy variable CIS 

 
Source: Author‘s (2020) by EViews using data from the World Bank and UNECE Statistical 

Division Database 
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Annex 26. Panel Least squares method with dependent Watts and dummy variable SU 

 
Source: Author‘s (2020) by EViews using data from the World Bank and UNECE Statistical 

Division Database 

 

 

 

 

 

 

 

 

 

 

 

 

 



 95 

Annex 27. Panel Least squares method with dependent Watts and dummy variable EU 

 
Source: Author‘s (2020) by EViews using data from the World Bank and UNECE Statistical 

Division Database 
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Annex 28. Panel Least squares method with dependent Watts and dummy variable CIS 

 
Source: Author‘s (2020) by EViews using data from the World Bank and UNECE Statistical 

Division Database 

 


