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demonstrate tentative evidence that more exterknghip networks are associated with lower
incomes.
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[. Introduction

In the absence of ‘formal’ financial markets andurance opportunities, many people in
developing countries depend on informal communityctures to provide social security and
reduce their exposure to risk (e.g., Rosenzweig81Bafchamps, 1991; Townsend, 1994; Udry,
1994; Fafchamps and Lund, 2003). A key role is tieispect is played by the extended family
(kinship), where membership of a kinship networkasquired by bloodlines, marriage, or
adoption. Kinship is a collective institution, amdpresents a primary principle of social
organization in sub-Saharan Africa (and some Astaantries, like the Philippines and
Vietnam), governing social relationships and madtstoms, and regulating access to resources
and services.

Unlike friendship networks, which are typicallyluotary and based on reciprocity (such that
incentive constraints imply limited mutual insuranpossibilities, as modeled by Coate and
Ravallion, 1993), kinship relations may defmigigationsfor its members. In this respect, Scott
(1976) and Platteau (1991) refer to the ‘moral eooyi of societies characterised by kinship
relations, and Hoff and Sen (2006) talk about @iaacontract’ among members of an extended
family (see also Fortes 1969). Moral obligatiomsvards sharing and redistribution are
supported by custom and norms, enabling kinship lbeesmto claim assistance from their
relatives in dealing with difficulties. Fortes @®) refers to this as ‘sharing without reckoning,’
and Gulliver (1971) remarks that the statement ‘youst help a man because he is your
kinsman’ has the same constraining quality as thgement ‘you must cultivate because you
need food to live.” In light of this it is no surge that Coate and Ravallion (1993) remark that,
among anthropologists, a rather ‘romanticised viefwkinship-based sharing systems has long
been dominant. Kinship is celebrated as a sucdessligenous institution. In the African
context it represents a major component of soaglital, and provides a safety net for the

unlucky.



One might wonder whether this risk-pooling seroenes at a price. The prospect of forced
redistribution may impact on spending and savingsisions. Lewis (1955) recognises such
adverse incentive effects when writing about susfcgé&inship members who ‘may be besieged
by ... increased demand for support from a large raurob distant relatives.” Similarly, Bauer
and Yamey (1957) mention sharing obligations may ohstruct the spreading of the banking
habit since people are unwilling to have bank ant®uhe content of which are likely to be
divulged to kinsmen. Generally, it weights the lssaagainst [conspicuous] investment.’
Compulsory contributions to the family pool—akinadfamily tax’'—therefore may discourage
individuals to work hard and accumulate assets.

What evidence exists for the perspective thatnloeal economy implies ‘sharing without
reckoning,’” or the alternative conjecture thatgtinimical to economic growth? Anecdotal
evidence that kinship obligations affect behavepiovided in, for example, Kennedy (1988),
Platteau (2000). However, there are few empirar@lyses linking kinship membership to
consumption and investment. One study focusingkiaship and behavior is Baland et al.
(2009), who analyze borrowing behavior in Camerdomding that some people ‘pretend to be
poor’ by both depositing and borrowing money. Whaxcess borrowing is costly, it signals
poverty and suggests an inability to respond to atela for financial assistance from kin
members. Di Falco and Bulte (2009) demonstratettigpropensity to invest in soil and water
conservation in the Ethiopian Nile Basin is reduesdthe size of the local kinship network is
greater—a result that is consistent with moral rhaa well as ‘avoiding the family tax.’

The main objective of this paper is to explore ¢napirical relationship between traditional
sharing rules in kinship networks and householdsamption and savings decisions. We use
detailed survey data from KwaZulu-Natal (Republit South Africa) to link household
expenditures to a proxy of the size of a housebdt@tiship network. Specifically, we analyze

whether consumption and savings are correlated aittubset of the extended family. We



address ‘endogeneity concerns’ through panel estngm and IV models. Our results are
consistent with the hypothesis that traditionalrsttarules invite evasive behavior. If so,
traditional sharing rules could possibly contribute the existence of poverty traps by
discouraging investments and savings.

This paper serves as a reminder of the importahailtural factors and social norms as
potential drivers or impediments to development-iesa that has become rather snowed under
in recent decades when attention was focused omkb® of markets and (formal) institutions. It
also contributes to the literature relating ecorma®velopment to social capital, where social
capital may be defined as norms that enhance teniive compatibility of non-contractual or
legally enforceable exchange (e.g., Carter andili@as2002). Kinship may help to restrain
opportunistic behavior of members for the commoadydower transaction costs, facilitate the
exchange of information, and enable communitiesviercome social dilemma situations. Most
of the evidence available for Kwazulu-Natal suppahie idea that social capital proxies such as
group membership, trust, trustworthiness and altnypositively impact on household well-being
(Maluccio et al., 2000; Haddad and Maluccio, 200&rter and Castillo, 2008).However, our
focus on traditional sharing norms is qualitativdlfferent, and the implied distortive incentive
effects could represent a ‘dark side’ of socialitzdp This complements another ‘dark side
perspective’ identified in the context of endogenoiormation of networks (i.e. where
individuals self-select into networks). Chantamatl Barrett (2008) demonstrate that involuntary
exclusion from such networks can condemn the pmpetpetual poverty. Hence, depending on
the nature of the network and the nature of theathel® that eventuate within it, both too few as
well as too many links to others in the network calermine income growth prospects of the
poor.

The paper is organised as follows. In sectione2pwovide some context and briefly discuss

poverty dynamics and sharing norms in Kwazulu Nat&8ection 3 outlines our empirical



strategy, based on an analysisboidget shares, and we introduce our data. Insedtiwe
present our results, and show how household expeadivary with kinship obligations. We
demonstrate that our proxy of a household’s kinsleippvork — defined as the number of relatives
who spent at least 15 days in a year in the holdehbut who do not belong to the core
household members (see below) — is correlated spémding patterns. Households with a large
number of dependents spend a smaller share of itheome on liquid and sharable assets.
Importantly, compulsory sharing is also associatétl reduced savings and lower incomes. In

section 5 we place our findings in perspective, d@rav some conclusions.

[1. Poverty in Kwazulu Natal

Kwazulu-Natal is the most populous province of &oérica, home to approximately 20
percent of the South African population. The greajority of the population are black Africans
(82%). Kwazulu-Natal faces many challenges indbeelopment sphere, including widespread
poverty and unemployment, marked inequality, ad ag&high rates of violence and HIV-AIDS
prevalence. Perhaps for these reasons, it wastaglas a region for starting a longitudinal
research project on poverty dynamics. In 1993Ptlugect for Statistics on Living Standards and
Development (PSLSD) had collected data on a widgeaaf household variables throughout
South Africa. In 1998 and 2004, the Kwazulu-Natatome Dynamics Study (KIDS)
resurveyed the Kwazulu-Natal PSLSD households,toaetsng a panel set of three waves for
that provinc€. While the PSLSD provides a representative houdetatabase, the KIDS waves
resurveyed only blacks and Indians. The same igussas in the PSLSD survey were included
in the KIDS surveys, but the latter also includedvrcomponents, including more emphasis on
non-residents economically linked to the househoifhrmation on trust, shocks, etc. For

details about study background, attrition ratessmdn, please refer to May et al. (2006).



The available data demonstrate an overall increapeverty and inequality since 1993 (e.qg.
Adato et al., 2007), but also a reversal of thesidrin the post-1998 period (May et al., 2006).
Focusing on the sub-sample of households for wiwethave three rounds of data, we observe
that the poverty headcount increased from 52% 8816 57% in 1998, and then fell to 47% in
2004. Poverty dynamics are characterised by sogmif chronic poverty (most of the poor stay
poor), but also upward and downward mobility. &ctf May et al. (2006) mention bifurcation
among those households hovering near the povertytisome 40% moved up and an equally
large group fell below the poverty line. Houselso#d the top of the income distribution either
maintained or increased their income, hence theathy@cture is one of increasing inequality.

Focusing on the bottom of the distribution, selvstadies have examined how the poor and
unemployed cope in the absence of formal suppdrarious coping strategies have been
identified, including village-level social capité@Carter and Maluccio, 2003), spatially-extended
migrant networks within which social grants aredeged (Du Toit and Neves, 2009), and

endogenous household formafigklasen and Woolard, 2008).

[11. Empirical Strategy and Data

We have in mind a world in which income dependdatmour time and a random shock. Once it
realises its income, the household can take someopats income outside of the pool of
resources on which the extended family can drawerd is no asymmetric information, and kin
members are aware of each-other’'s asset portfdlibile this is undoubtedly a simplification, it
is unlikely that information about income and assen be kept secret from family members
(who have an interest in finding out about thesétens). The purpose of the empirical work is
to investigate the evidence that households wiglatgr kin obligations make different spending
decisions than those with fewer kin obligationsd @hat the nature of those differences is

consistent with the hypothesis of evasion from group obligations. Specifically, since kin



obligations are similar as a tax, we postulate kmatobligations reduce demand for normal or
luxury goods subject to the family tax.

We estimate a set of budget share equations, atidgliish between sharable and non-
sharable goods (where sharable refers to apprd@rmgbkinship members at the expense of the
household—sharable implies potentially ‘taxabfe’)We expect that consumption expenditures
vary systematically with the kinship network. Congption of non-sharable goods is expected to
increase as the kinship network is larger, and wmpsion of sharable goods is expected to go
down as the extended family is larger. We alscsitar the share of savings.

Let x, denote a measure of amount of resources in theehoid (i.e. total consumer
expenditure) and letv, be the corresponding budget share for categoriedl,...,4 and for
household$ = 1,..., H. We can write an Engel curve as follows:

Wih = 0o + 0ln X, + 03K + 04A, + Vin, (1)
wherek;, is the value of our kinship variable for th8 householdA, is a vector of controls, and
Vi is the error terml® In budget share models, is usually considered potentially endogenous —
hence EX,|vin) # 0. Conventionally, in empirical analyses of Engaives, the household’s level
of income as well as income squared are used asnmsntal variablesz,. This implies
assuming E4vin) = 0 (e.g., Blundell et al., 1993). We also édasthe kinship variable to be
endogenous (see below).

We have access to three waves of data, and fadentification strategy we exploit both
the cross section and panel nature of the dataBeis allows us to deal with endogeneity and
time-invariant household heterogeneity. Both disie@ms have their own advantages and
disadvantages, but as complementary perspectiegsatie able to tell a convincing story. The
most straightforward way to deal with endogenegiyta use a fixed effects panel approach,
focusing on within-subject variation over time. eTfixed effect estimator however panel can

suffer when there is limited variation in the exded family proxy over time. Lack of sufficient



variation in an explanatory variable over time imeplthat the panel estimation procedure may
exaggerate measurement bias—biasing the kinsheffiatent to zero (McCallum, 1972).
Besides lack of sufficient variation, there mayl &t correlation between the error term and the
endogenous variables that is related to time viafetors.

To address the possibility of endogeneity biashattable both to omitted time invariant
heterogeneity and measurement error we estimateiniby via three different estimators: (i)
panel with fixed effects, (ii) instrumental variabl(IV) on pooled data, and (iii) IV with fixed
effects.

Some of our control variables do not (or hardlyjyvaver the time span of the three
survey waves (e.g., proximity to infrastructure wdrether the household is rural or not). Some
fixed effects procedures remove household specifiasfirst differencing or implementing
deviations from variables means. These transfoonstiremove unobserved time-invariant
heterogeneity as well as variables that do not ttaigugh time. To circumvent this problem we
adopt the Mundlak specification of household efe@iundlak, 1978; Wooldridge, 2002) to
control for time-invariant unobservables at the dehold level, and estimate a pseudo-fixed
effects model. The right hand-side of our regressiquations includes the mean value of the
time-varying explanatory variables. This approaeles on the assumption that unobserved

effects (i) are linearly correlated with explanatory variabées specified by:

Vip = X,@ +1y,, 7 ~iid(0,07) (2)
where X, is the mean of the time-varying explanatory vddabfor householdh, a is the
corresponding vector of coefficients, amds a random error term that is unrelatedxt®. The
vector a is equal to zero if observed explanatory varialaes uncorrelated with the random
effects. The use of fixed effects techniques andhdifak’s approach also helps us to address

potential problems of selection and endogeneityg lfiaelection and endogeneity bias are related

to time-invariant unobserved factors (Wooldridg®02). Moreover, the estimation of the



parameters: allows us to test for the relevance of the fixédats via an F test (testing whether
the estimated coefficients in vectwrare jointly equal to zero). We rejected this mylpothesis,

implying that controlling for the pseudo fixed affes necessary to obtain consistent estimates.
With = o + aglN Xt + oi3Kne + 04t + Vit (3)

Since the kinship variable is determined by blawei and marriage, one might expect it to be
exogenous and not be correlated with the error.téfmwever, this is not obviously true in light
of omitted variables affecting both the number afeenal links of the household, resident
household size as well as consumption choices.eMa@r, to the extent that geographic distance
affects requests for support, one would expectriigtants experience a lower family tax. For
these reasons we explore several dimensions afifiEitendogeneity bias in what follows.

The panel treatment should produce consistent atsnn case kinship is correlated with
the (unobserved) time-invariant household fixece@. However, there may be time-varying
unobservables. To rule out that our results arecamometric artifact stemming from failure to
control for unobserved heterogeneity or endogenedalso estimate the kinship coefficient via
a 2SLS modeljnstrumenting for the size of the kinship netwdfk.Instruments choice is
notoriously complex, and the literature offerslditguidance as to what might be a proper
instrument for the kinship variable. We extend it&grument matrix by including the average
value of the kinship proxy in the neighborhood,uassg that this is correlated with the kinship
proxy of the ' household, but not necessarily with consumptiod savings decisions. The
validity of the instruments is screened at thedotbf Tables 2 to 6. We have also used lagged
values of household’s kinship network and obtaire=iilts that are qualitatively similar (results
available on request).

We also consider the case where resident housslmdds endogenous. Earlier work on
the old age pension in South Africa suggests haldedize responds to economic conditions,

including ‘income shocks’ such as the receipt giemsion (Duflo, 2003; Adato et al., 2007;



Klasen and Woolard 2008). In model specificatiomsere household size is treated as
endogenous, we extend the matrix of instrumentsdyding the average household size in the
neighborhood.

As mentioned, data are drawn from the 1993,1998 20@#f KwaZulu-Natal Income
Dynamics Study. Data from all three rounds are usetthe analysis below, and differences in
sample size across models are due to data avdyabilable 1 presents summary statistics. Our
kinship proxy is constructed as follows. Firstspendents were asked to list all people who
lived at least 15 days in the year in the househdidom this list we summed the number of
relatives (grandparents, parents, aunts or unsleBngs, cousins, nieces, nephews, etc.) that
don't live under the same roof as the householdlhe®e determine non-residence by the
following question; ‘Has he or she lived under tro®f for more than 15 days of the last 30
days?’. Note that this 3ot a complete measure of the kin network — it onlgtaeees the subset
of family members that actually lived in the houslelh or the subset of kin members with
particularly close relations to the household. wWititstanding this important qualification or
caveat, we use the term “kin proxy” to refer tasthariable in what follows?

Our kinship variable is not a measure of the adamlly tax burden, but rather captures
potential pressure that could be exerted on the househola saypbsample of the kin members.
Measuring the actual size of the family tax, orrewiee relevant kin network, is fraught with
difficulties. The average number of links in ownple is low, reflecting that it is only an
incomplete measure of the total kinship networksdtbly it also captures the high prevalence of
AIDS in the study region (Adato et al., 2007 reterthe ‘incredibly high number of deaths in
households” and mention “stories about weekly falsx. Nevertheless, since the kinship
variable reflects links to other households, anetgithat the average household size is of about
seven members, the total number of kin membersndigpg on the household may be quite

large.
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To explore the effect of kinship on spending wedidglish between different categories
of consumption goods depending on the degree tohathiese goods are ‘sharable.” Overall, our
expenditure categories amount to more than 30%mmfi@ household expenditures. The largest
overall expenditures category was food, which oastuover 40% of total expenditures
(reflecting the low socio-economic status of thepmndents). See endnote 9 for additional
information about food expenditures.

Least sharable are expenditures for home improvemienportantly, this variable does
not include payments to increase the size of thesénowhich could be conflated as an in-kind
transfer to kin members if larger houses enablesélooids to accommodate more kin members.
Instead, it captures expenditures for upgradingestoring roofs, floors, doors, etc. On average
this category amounts to 7.7 % of expendituresu¥eyed households. One approach for
attenuating the family tax is, at the margin, lo@dte more resources to this non-sharable good.

Next, we distinguish a category of goods that amewhat sharable. These are goods
that may possibly be carted off (and pawned or ubgdkin members. For this purpose we use
expenditure on furniture (8% of expenditures) aludhes (13% of expenditures). Finally, we
also have a good that is easy to cart off and ¢tlaat readily be converted into money—
individual items can be easily traded or borrowé&xir proxy for sharable assets is expenditures
on jewelry and watches. The theory predicts timatm effort to attenuate the family tax,
households will, at the margin, respond to a lakgeship network by allocating more resources
to ‘home improvement’ and less to ‘jewels and watch The other goods, ‘furniture’ and
‘clothes’ represent an intermediate category. yTéwe to some extent sharable so households
should cut back expenditures on these goods asxiemded family expands, but since these
goods are less liquid we would expect a smallesigeaesponse.

We use the share of savings in current accountsngs accounts, and stokvel (i.e.,

contributions to a local credit cooperative) as owgasure of liquid financial assets. As a
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robustness analysis we have also considered thlestock of accumulated financial assets (and
not the flow of savings divided by income) to captthat these assets are accumulated over
various years and that the kinship variable isenathvariant over time, and we have also varied
the sub-categories of savings to be included in auarall savings variable (for example to
reflect that some savings forms are more liquid @rakssible to kin members than others — for
example, work of Anderson and Baland, 2002, suggtsit stokvel may be used to protect
savings from others). The results for these alitra savings variables are qualitatively similar,
and we focus our presentation on the savings shaudts as this variable is most consistent with
the expenditure share variables mentioned above.

As controls in our budget share and asset regressiwe include (the logarithm of) total
expenditures as a measure of resources availabhe ftwousehold. It is common in the literature
on Engelian demand curves to test for non-linezitn the relationship between budget shares
and total expenditures. In some estimations, wiverexpect a ‘threshold effect’ (such as jewels
and savings), we include a quadratic term for tkgeaditures variable in our model, but this
term never affects the results for our kinship proxWe also include a dummy for rural
households (in rural areas most activities aretedléo agriculture), a measure of proximity to
road infrastructure, the number of resident houselhmembers, and the average age of members
in the household® Unfortunately we don’t have enough data to actdaon the flows of
transfers in the (kinship) network. But in somela# models we will include a dummy variable
to indicate whether or not the household receidittances from family members elsewhere
(this could be important as migrant preferences expenditure of money they send home may

affect actual expenditure patterns).

V. Regression results
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Tables 2 to 6 report our main results. We prouviue results of the different estimators and
specifications for each category of budget shdieroughout, we present the Mundlak model in
column 1, and the IV results (addressing endogeradi total expenditures and kinship) in
column (2). We address the issues of endogenedyhaterogeneity together by estimating an
IV model that includes household fixed effects aummn (3). In column (4) we include squared
expenditures as an extra control. In column (5)tneat household size as endogenous, and in
column (6) we include a dummy to indicate whethee household receives remittances.
Regardless of the model, the main results are s@mgiand support our conjecture.

Consider Table 2, dealing with expenditures on hom@rovement. The main
coefficient of interest is the one associated with kinship proxy. While this variable does not
enter statistically significant in the simple Muakilmodel, it does enter consistently significant
in the remaining five specifications (where thedstimates turn out to be the preferred ones; see
below). The estimated coefficients are positivéjcl is consistent with the hypothesis that
compulsory sharing invites distortionary spendidguseholds with more close family members
allocate a greater share of their expendituresrdsviéne consumption of durables that cannot be
shared. The calculated elasticity (estimated mpéan means using model (5) hereafter) is a non
trivial 0.85. An increase of 1% in the kinship raddes is associated with an increase of 0.85%
in the expenditure for home improvement.

Results of the various overidentification testsr¢@a-Hansen), endogeneity tests (Wu -
Hausman) and instrument relevance tests are susedaat the bottom of the Tables. The test
statistics refer to model (5), but the ones for dkiger 2SLS specifications are comparable and
consistently support our econometric approach. d&&enot reject the null hypothesis that
expenditures, kinship and household size are emdbagevariables, hence an IV estimation
procedure is appropriate. The standard Sarganddaonseridentification test suggests our

instruments for the kin network and household siaa be excluded from the second stage
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(income variables are also appropriate instruméat®xpenditures, as well-established in the
literature, but we suppress this test informatioim)all Tables, and for all specifications, weocals
reject the overidentification test of the instrungenointly tested. The relevance of the
instruments is tested via both the underidentifoicatest (Kleibergen-Paap LM statistic) as well
as the partial F of the excluded instruments indbreesponding first-stage regression. We fall
to reject the null hypothesis of underidentificatio all models. Most of the values F tests are
above or fairly close to 10 (the smallest valual®ut 8), hence our estimates do not seem
affected by weak identification bias. For comphetes, we report in the on-line appendix all first
stage regressions. We also estimated all modelsIML, and obtained similar results.

Table 3 and 4 report the estimated models for #me of “intermediate categories”
furniture and clothes. These are durable and toesertent sharable assets. Again we find
evidence consistent with the hypothesised evasbawor, so now the estimated coefficient is
of opposite sign. The greater the number of cletatives, the smaller expenditures in both
categories. Both the IV and Fixed effect IV apptosuggest increasing the number of close
relatives is associated with more such expenditires calculated elasticities are -0.78 and -2.3
for furniture and clothes respectively.

Table 5 summarises results for the asset that amsider most easily sharable. The
estimated coefficient for the kinship proxy in tjeavel equation is negative and statistically
significant in all estimated models. Moreover, tiesponse of jewels expenditures to pressure
from close relatives seems high. The estimatestieity is -1.33 so that a 1% increase in the
number of close relatives is associated with a 1r88uction of jewel expenditures. Taken
together, the evidence in Tables 3-5 is consistathi the view that households are unwilling to
hold on to durable assets if they feel that sudetasmay be subject to forced sharing with

others, and more so if the asset in question i®reasily sharable.
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Alternative explanations may be proposed for sonfiethis evidence presented.
Specifically, it can be argued that households weitiger kin networks may feel less need to
self-insure (as they can rely on their kinsmen)d aas a result spend more on home
improvements (and food), and less on jewels. Wie\ethe evidence is more supportive of the
family tax hypothesis than the alternative ‘kinurence’ argument. Consider the results for
clothing and furniture. Since these assets arenpiatly sharable (they can be picked up and
taken from the household by kinsmen, and they cartréded or pawned), the family tax
hypothesis predicts that larger kinship networks associated witheducedexpenditures. In
crisp contrast, the explanation that mutual insceafrees up resources for consumption
unambiguously predicts that consumption of furtand appliances shoulitreasein the size
of the kin network. The results in Tables 3 arglgport the family tax perspective, and not the
insurance view.

While the potential distortive effect of the famitgx on consumption is in itself of
interest to economists, its impact on savings amnddtment decisions are perhaps more relevant
because of the dynamic implications. If compulsshgring attenuates accumulation incentives,
it could contribute to the creation of poverty sgp.g. Carter and Barrett 2006). The regression
results in Columns 1-4 of Table 6 are consistetit wiich an idea. The estimated coefficient for
the kinship proxy is consistently negative and sicgmt. The estimated elasticity is -1.24,
hence a 1% increase in the number of kinship liskassociated with a 1.24% reduction in
savings. This complements the macroeconomic petigspeof Aiyagari (1994) who studied the
implications of uninsured idiosyncratic risks folggaegate savings behavior due to a
precautionary savings motive—another mechanismngketwork access to savings. He finds
that social insurance lowers savings, consistetit aur micro-evidence (even if the mechanism
is different). Translating such behavioral resgenm standard growth-type models (e.g. Ben-

David, 1998) would suggest that long-term incomtea$ may result. |If future research
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confirms that the behavioral response to ‘moralnecay’ obligations exists, extended kinship
systems may perpetuate poverty.

Perhaps households with more migrant members ecemittances, which male facto
affect budget allocations? We attempt to contoolthis and include a dummy that captures if
the household receives remittances. The augmenbeéins reported in column (6) of Tables 2-
6. The estimated coefficients for the kinship &hle are not affected by this extra control.
Moreover, the estimated coefficient for remittanisesot significant for most models.

As a further robustness check we have re-runegjtessions usingxpenditures per
household membdor the various categories, rather than the agdesbousehold expenditure
measure. The qualitative results are identical (eported, but available on request).

Finally, the number of kinship links and househaigémbers could be negatively
correlated in a mechanical way: for a given totakkip network size (household members plus
other kinship members), decreasing the number o$élmold members increases the number of
non-household kinship members. To explore thiseissf collinearity we also regressed kinship
on a number of variables including household dineling that the latter variable never enters
significantly (e.g., in a simple regression of kipson household income and size, the t-value of
the household size variable is only 0.39). Thissdnot come as a surprise: the unconditional

correlation between kinship and household sizelig ©.006

Kinship and income

Next, we explore the impact of kinship on househotmbme. Kinship ties may reduce savings
or work effort so that in a symmetric Nash equilibm every household’s income is lower. In
reality, of course, kin members are not identicahd the burden of supporting others
asymmetrically rests on the shoulders of a subk#teokin network. Income levels probably

determine whether households are on the givingoeiving end of the distribution. If so, an
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ambiguous relation between income and the sizbeokinship network eventuates — depending
on the balance between transfers received and ,gagewell as the impact on accumulation and
investment decisions. We expect richer householdi® unambiguously negatively affected by

more extensive kinship obligations (these househatd net transfer providers and also incur the
incentive effect induced by the family tax). Innt@st, for poorer households the net effect is
ambiguous. Like their more wealthy counterpartsytincur adverse incentive effects, but this

may be offset by positive net transfers within tie¢éwork.

To explore this issue we ran an interquintile regi@ model, regressing our measure of
household resources (proxy for income) on the nurabelose relatives and our controls. This
flexible approach allows us to explore whether riglation between income and kinship varies
across quintiles of the income distribution. Theults are reported in Table 7. Consistent with
expectations we find qualitatively different kinghtoefficients for the various income groups.
Specifically, while there is always a negative asstton between income and kinship, our proxy
increases monotonically as we consider higher imc@mbsamples. Adverse effects of the
extended family on income appear especially laogéhfe top of the distribution.

Two final remarks and caveats are in order. Fiits¢, negative association between
income and kinship need not indicate that househald worse off as their kin network expands.
There are benefits to kin as well as costs. Sedbedapproach taken in this subsection is rough.
Whether households are net receivers from (or dessi to) the network depends on their
incomerelative to that of their own kin membergather than relative to the sample population.

However, data to test this are not available.

V. Discussion and Conclusions

An important source of inspiration for this projezas conversations with (African) colleagues,

locked up in kinship obligations. For example, ofi¢hem drove a car that seemed extravagant
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in light of his salary. While we initially beliedethis was due to an unusual preference for
expensive vehicles, or perhaps to status seekirgsamn learned that our colleague owned an
expensive car to credibly signal to his kinsment ths residual resources for providing
assistance were limited or non-existent. In orgqga, the car was a non-sharable asset.

A re-appraisal of the role of culture in developinesppears appropriate. The
‘modernization approach’ to development advancethen1950s argued that traditional societies
cannot graduate smoothly into the industrial eréessthey abandon traditional patterns of
motivations, attitudes and values (e.g. Moore, 196Bnis approach has been discredited, and
gave way to another paradigm arguing that ruraplgem developing countries make efficient
choices from a wide spectrum of contracts, takimg account their resource endowments and
the conditions surrounding them (e.g. Schultz, 1%dyami and Otsuka, 1993). Our results
suggest both perspectives may be correct. Po@i@@&ay be rationally responding to norms
(as argued by Schultz and others), but some noraysha inimical to development (consistent
with the modernization approach view).

In the absence of access to formal financial wistibs, traditional sharing norms imply a
safety net for the unlucky and less able. Howethar classical ‘efficiency-equity’ tradeoff may
also be relevant in the context of the moral econorBpecifically, traditional sharing norms
may distort household decision-making with respedpending and saving, inviting substitution
of non-sharables for sharable durables. Moremgnpulsory sharing is correlated with reduced
savings, and we present tentative evidence thabtpact of sharing norms varies across income
groups (with adverse incentive effects dominatingifve transfer effects for the high-income
subsample).

If compulsory sharing within the kinship network $® detrimental to the economic
interests of individuals, why does it persist? Wila full treatment is beyond the scope of this

paper, several observations are relevant. Firgt,not evident that forced solidarity is against
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the interests of individuals. We focus on theattste effects of the kinship networks, but there
are benefits too. People lacking access to formsdirance possibilities may support the
arrangement when they are uncertain about theeudistribution of income. Paying a family

tax may be viewed as an acceptable risk premiuator®l, persistence of forced solidarity may
be explained by punishment in case of rule trassgpa. If such punishment is sufficiently

costly, individuals would prefer to abide with thdes even if they expect to be consistently on
the ‘giving’ end of the spectrum. It may be theseathen, that sharing within the kinship
network is a dysfunctional remnant element fronti@ainstitutional arrangements. In the words
of Bauer and Yamey: ‘The extended family [...] ise@mple of an institution which has many
advantages in one stage of development but which latgr become a drag on economic
development’ (1957: 64). On explanations as to dysfunctional institutions may persist, refer
to Arnott and Stiglitz (1991), Platteau (2000), Haid Sen (2006), and the social conflict theory
of Acemoglu et al(2005).

In case the costs of forced solidarity within kietworks exceed the benefits — an open
question at this stage — it would be importantearh how to ‘loosen’ kinship ties. While the
scope for policy intervention in this domain maypegr limited, recent evidence actually
suggests that something can be done. Di FalcoBa@ (2009) focus on adverse incentive
effects for self-protection against weather shaokbe context of Ethiopia, and find that adverse
kinship effects only materialise when access ton&drfinancial services is lacking. That is,
there may be substitution possibilities betweemtdrand informal insurance mechanisms. |If
also true in the context of Kwazulu-Natal, thenogf to promote expansion of the financial
system into remote and heretofore uncovered areas have as a side effect that kinship
obligations lose their force.

Is the mechanism identified in this study a unidifacan phenomenon, and does it

explain underdevelopment in Africa? While the sgth of kinship obligations in some Asian
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countries has been recognised by anthropologigtsare not aware of any non-African studies
confirming or refuting our results. Theory does help us much either. Acemogitial. (2005)
distinguish between four different views on thegors and persistence of institutiols.
Differences between the impact of sharing normafiica and elsewhere, if any, may be due to
several factors, including the size of the netwdhe strength of the sharing norm, and the
distribution of income within the network. Our cemt understanding of how kinship sharing
norms have evolved is not sufficiently advancedrdorse any specific theory to link kinship to
African underdevelopmeni.

We conclude by noting that more research on thiei@llunderpinnings of development
is warranted. Future research on kinship, savargs income growth could usefully include
asymmetric information (the visibility of income darthe signal effects implied by different
modes of spending). Moreover, extending the amallgg focusing on transferwithin kin
networks would be a logical next step, as woul@lsudy on a non-African country where the
kinship ties are known to be strong. Of courseatuld also be important to repeat the current
analysis using a more complete measure of the igimggtwork. The current proxy is based on
close relatives who actually spent some time inhbesehold—it is clearly relevant to know
whether these findings spill over to the kinshipwaek at large. The material presented in this

paper hopefully acts as an early step to triggeremamrk in this relevant domain.

Notes

1. Extensions of the seminal paper by Coate and Ramaihclude work accommodating altruism among
individuals (especially kin members) by Foster &ubenzweig (2001), non-stationary transfers (Ligbal.,
2002), and group stability in the context of rislasng among subgroups (Genicot and Ray, 2003).

2. Rosenzweig (1988, p.1167) writes that the tiesawhmon experience, altruism and heritage amonglyami
members enable families to transcend some of tfernmation problems barring the development of
impersonal markets.” However, the compulsory sttaparadigm goes a step further. Platteau (2000)
discusses the evolution of sharing norms, and olee of witchcraft and other social sanctions to rp
them. Writing about the Merina of Madagascar, BI¢t973, p.78) is explicit about this as well: feol in
kinship obligation is to be a witch..., in other wertb be the opposite of a moral being: a murdexer,
bestialist, a lover of death, etc.’

3. Other mechanisms may exist. There are the usuedlrhazard problems associated with the provisibn o
(mutual) insurance against contingencies. For @@nBauer and Yamey (1957, p. 66) write ‘... the
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10.

11.

12.

13.

14.

15.

16.

17.

[extended family] system ... minimises the inducenfenfpeople to improve their position because tbay
count on being provided with the means of subsigteat a level not very different from that of thajarity

of their kinsmen, including the energetic, thritipd able.” Another avenue via which sharing nomasy
have adverse economic consequences is nepotisnsuctfessful kinship members achieve positions of
responsibility they may be expected to provide jfiydess fortunate (and possibly less qualifieglatives.
But if nepotism is costly for organizations andrfs, and can be anticipated, the odds that a kimakimber
will actually be promoted to positions of authorit§ll decline (or the terms associated with theipms will
deteriorate). For a theoretical model highlightergry barriers for kin members in a modernizingisty,
refer to Hoff and Sen (2006) and for empirical worknepotism in Ghana, refer to Collier and Gagpd).

Barr et al. (2008) consider endogenous formation of risk isigagroups in an economic experiment and also
conclude ‘genetically related individuals tend tstiist one another and so do not group when egifoeat
depends on intrinsic motivations alone’.

For a critical appraisal of the concept social tapand how it has been interpreted and usedearstitial
sciences, refer to Fine (2002, 2003).

Moreover, Carter and Maluccio (2003) present ewgenuggesting that structural social capital insure
households against (idiosyncratic) economic shogkgre the coping capacity of households is medsoye
the nutritional status of children (height-for-agscores of young children).

KIDS 1998 and 2004 was a collaborative project ketwresearchers at the International Food Policy
Research Institute (IFPRI), the University of Nathd the University of Wisconsin, but to accommeda
new areas of interest new partners were includeder?004 wave (London School of Hygiene and Tralpic
Medicine, and the Norwegian Institute of Urban &adjional Studies).

This includes delaying the start-up of new housghdly young adults, dissolution of existing house$o
and consolidation as some individuals return tdartparents (or other family members) in response to
economic conditions.

In a separate set of regressions we have also egdmihether the ‘durability of goods’ matters. uitively,
non-durability of certain goods may be an altexa@pproach to avoid the family tax—goods usedrup i
consumption cannot be shared. For this purposeegressed the share of expenditures on food orikins
and a series of controls. Consistent with the Hyggis we find some evidence that per capita copamof
food increases as the kinship network is largdrese results are available on request.

We also explored including a quadratic term forltge of total expenditure, and found this did nffeet the
main results.

See Angelucci et al. (2009) for an analysis ofrtiation between poverty and inequality in Mexiedlages,
and the structure of local extended family networks

We also explored the consequences of controllingpatial effects. The households in the databakeng

to 63 different neighborhoods. Spatial or neighibbod effects may be relevant because households dro
certain area could simultaneously have a largehkinsetwork and, say, low consumption of jeweldow
levels of savings. We adopted a random-effects28iodel (Baltagi, 2008) to capture the concern of
systematic variation in the structure of familiesoss (but not within) neighborhoods. The qualiatesults
are very consistent with the ones presented (dtaifaom the authors on request).

It is not clear whether respondents also includedily members of the household head’s spouse. s Thi
implies that we measure kinship with noise, whidh mias our estimates towards zero. An importzaieat

is the following: it is possible that the extentaaf-residency varies with income (where especidléy poor
live together). This could be another reason winykin variable may be endogenously determined.
Unfortunately the level of education was not meedun a consistent manner across the three wawese s
cannot use education as a control (or instrumettwever, education was measured consistentlyari 93
and 1998 waves, and when we restrict the analgsithdse two waves and include education as an extra
control, all our results go through (details avalaon request).

We also tried a robustness analysis where we ragtessed household size on kinship, and thenhese t
residuals from this auxiliary regression to captthie role of household size in a system that emplai
expenditures. This does not affect the resulsu(te available on request).

These are (i) thefficient institutionsview, spelling out that societies choose the tngtins that maximise
social surplus, (ii) theocial conflictview, arguing that institutions are chosen thakimése the rents of a
(powerful) sub-group in society, (iii) theeliefsview, recognizing that societies have differerdws about
what is best for society, and (iv) threcidental institutionsview, emphasizing the development of institutions
as a by-product of other social interactions.

But of course anthropological thinking providesesg avenues for speculation. For example, shavitign
family networks is an aspect of what Bledsoe tetines"wealth in people" system (Bledsoe 2002). Wher
labour is in shorter supply than land (as it istdrisally true across most of hoe-cultivating Suih&ran
Africa) having large networks of needy dependestan encashable agrarian asset (they turn out on yo
farm when needed). But, and as analyzed in thpempalong with it goes the kin’s conviction thhéy can
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claim subsistence as needed — supporting a commiturad presumption that family assets are “common
property” (Bledsoe 2002). If so, the “dark sidesotial capital” as analyzed on these pages istindiive
African issue, driven by the agrarian system incHiuman labour has prevailed over ploughs and.oxen
See also Goody and Tambiah (1973) for a comparatiadysis of distinct-typical Asian and African féyn
property regimes based on the plough/hoe contrast.
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Table 1: Definition and summary of the variables

Mean
Ln (expenditures):
Total expenditure in Rand
(1 USD = 6.02 Rand) 7.98
Kin proxy:
(see definition in text) 17
Rural (dummy, 1= yes; 0= urban):
If main source of income is from
agriculture 0.526
Proximity:
Proximity to infrastructure 2578
Household size:
Number of resident member of the
household 7.987
Age:
Average age of the household

23.014

Remittances (dummy: 1= yes):
If household receive remittances
from migrated household members 0.353

Durable and non-sharable - Home
improvements: budget  share
allocated to home improvement in

rand 0.077
Durable — semi sharable -
Furniture: budget share allocate to
furniture in rand 0.092

Semi durable and sharable -
Clothes: budget share allocated to
clothes in rand 0.131

Durable and sharable assets -
Jewels: budget share allocated to

jewels and watches in rand 0.018
Assets:

Share of Liquid assets, savings,
investments in rand 0.032

Std Dev

1.438

2.621

0.499

0.603

4.427

8.003

0.478

0.149

0.192

0.2

0.046

0.072

Min

2.3

5.013

M ax

13.71

20

32

80

0.9

0.99

0.96

0.746

0.99
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Table 2 Home improvement and Kinship proxy

Fixed Effect v Fixed Effect Fixed Fixed Effects  Fixed Effects
v Effects|V v v
(1) (2 ©) (4 (5 (6)
Kin proxy -0.00174 0.0290** 0.0296* 0.0164* 0.0352* 0.0313**
(0.00174) (0.0139) (0.0156) (0.010) (0.0156) (6a)1
Ln (Exp) 0.00550** -0.0114 -0.0126 -0.264** 0.112 .105
(0.00265) (0.0131) (0.0193) (0.130) (0.175) (0)152
Ln (Exp) 0.0142** -0.00621 -0.00637
(0.00689) (0.00999) (0.00864)
Hh size -0.000945 0.00000275 -0.00125 -0.000524 00Z%4 -0.00170
(0.00103) (0.00125) (0.00120) (0.00156) (0.00743) (0.00631)
Proximity -0.00816 -0.0131 -0.0118 -0.0147 -0.0150 -0.0131
(0.00888) (0.00913) (0.0101) (0.0115) (0.0107) 0QO55)
Rural 0.0142 -0.0197 -0.00770 0.0136 -0.0125 -B005
(0.00864) (0.0165) (0.0143) (0.0156) (0.0148) 120
Age 0.00148 0.0110** 0.0140* 0.0195** 0.0180**
(0.00174) (0.00512) (0.00769) (0.00911) (0.00799)
Agen2 -0.0000251 -0.000132** -0.000192* -0.000278* -0.000254**
(0.0000317) (0.0000651) (0.000114) (0.000149) 0Qq0128)
Remittances -0.0370***
(0.0140)
Constant 0.00609 -0.0442 -0.0648 1.238** -0.739 710.
(0.0387) (0.156) (0.246) (0.584) (0.778) (0.662)

N:1326. Test results for model (5). EndogeneitgtT@Vu-Hausman F test): 3.2898; F(3,13p2Nalue = 0.02;
Sargan statistic (overidentification test of ingtents):p -val = 0.74; Test of excluded instruments (fonKn,
Expenditure, household size, respectively): F3&0value=0; F= 12.51y -value = 0; F = 30.54 -value=0.
Kleibergen-Paap Wald rk LM statistic: 11.¢2,value: 0.003. Standard errors in parentheges 9.10, **p < 0.05,
*** n<0.01
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Table 3 Furniture and Kinship Proxy

Fixed Effect v Fixed Effect  Fixed Effects Fixed Effects Fixed Effects
v v v v
€)) 2 ) (4) ©) (6)
Kin proxy -0.00511** -0.0356*** -0.0356*** -0.0423* -0.0603 -0.0602
(0.00243) (0.0137) (0.0138) (0.0150) (0.0516) 484
Ln (Exp) -0.0277*** -0.0619*** -0.0858*** -0.0772** -0.109*** -0.109***
(0.00623) (0.0154) (0.0182) (0.0194) (0.0366) 3a6)
Ln (Exp)2 0.0272 0.0291*** 0.0291***
(0.0277) (0.0112) (0.0107)
Household 0.00272 0.00570%*** 0.00533*** 0.00336 0.00936 0.@a9
size
(0.00173) (0.00192) (0.00204) (0.00289) (0.0139) 0.0131)
Proximity -0.00470 -0.00345 0.00122 -0.00967 -05D9 -0.00992
(0.0133) (0.0147) (0.0151) (0.0190) (0.0169) (6:)1
Rural -0.0400*** -0.0163 -0.0165 0.0117 0.0151 @01
(0.0126) (0.0198) (0.0196) (0.0360) (0.0377) (62)3
Age -0.000805 -0.00204 -0.00129 -0.00239 -0.00334 0.00337
(0.00136) (0.00183) (0.00182) (0.00205) (0.00445) (0.00405)
Age’2 0.000144 0.000139 0.000132 0.000161 0.000140 0.000140
(0.0000907) (0.0000971) (0.0000978) (0.000102) 0QO176) (0.000173)
Remittances 0.0112
(0.0190)
Constant 0.355*** 0.732*** 0.957*** 0.908*** 1.219** 1.215%**
(0.0680) (0.152) (0.181) (0.182) (0.380) (0.357)

N: 825. Test statistics for model (5). Endogenegity-Hausman F test (for Ln Expenditure,Kinship &twlisehold
size): 2.6, F(3,797p -value = 0.047; Sargan statistic (overidentifimatest of all instruments)p —value = 0.9;
Test of excluded instruments (for kin, Ln ExpenditiHousehold size, respectively): F= 9.22value=0; F=
43.31,p -value=0; F=33p -value=0. Kleibergen-Paap Wald rk LM statisfi&-6,p -value: 0.003.

Standard errors in parentheges 0.10, **p < 0.05, ** p < 0.01
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Table 4 Clothing and Kinship Proxy

Fixed Effect v Fixed Effect Fixed Effects Fixed Effects  Fixed Effects
v v v v
) (2 ©) (4) (5 (6)
Kin proxy -0.0135*** -0.129*** -0.122*** -0.0183 -0L77** -0.179**
(0.00447) (0.0429) (0.0422) (0.0435) (0.0781) 189
Ln (Exp) -0.206*** -0.362%** -0.378*** -2.807** -0424*** -0.423***
(0.0344) (0.0703) (0.0738) (2.114) (0.0954) (08)95
Ln (ExpY 0.137* 0.115%*= 0.114%*=
(0.0620) (0.0310) (0.0311)
Hh size 0.00124 0.0103 0.0111 0.00698 0.00540 6806
(0.00399) (0.00679) (0.00704) (0.00552) (0.0221) 0.0222)
Proximity -0.0178 0.0124 0.0150 -0.0144 -0.0291 0301
(0.0432) (0.0541) (0.0544) (0.0433) (0.0524) (@95
Rural -0.114*** 0.0192 0.0264 0.106 0.111 0.106
(0.0314) (0.0649) (0.0628) (0.0648) (0.0915) (ag)9
Age 0.00991** 0.00831 0.00884 0.00567 0.00646 00306
(0.00410) (0.00557) (0.00544) (0.00449) (0.00734) (0.00737)
Agen2 -0.000585** -0.000611 -0.000586 -0.000110 000145 -0.000136
(0.000260) (0.000454) (0.000427) (0.000329) (050®) (0.000518)
Remittances 0.0255
(0.0529)
Constant 2.289*** 3.929%** 4.042*** 14.17*** 4.725* 4.711%**
(0.363) (0.681) (0.724) (4.787) (1.002) (1.003)

N: 579. Test statistics for model (5). Endogentat (Wu-Hausman F test): 17.56, F(3,5@5Nalue = 0.
Sargan statistic (overidentification test of altiuments):p -value = 0.32. Test of excluded instruments (for,K
Ln Expenditure, Household size respectively): F337p -value=0; F=25.06) -value=0; F= 19.83) -value=0.
Kleibergen-Paap Wald rk LM statistic: 118;value: 0.0026 Standard errors in parenthpse®.10, **p < 0.05,
*** n<0.01
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Table 5 Jewelsand Kinship Proxy

Fixed Effect AV Fixed Effect Fixed Fixed Effects Fixed
v Effects|V v Effects
v
1) ) ©) 4) ©) (6)
Kin proxy -0.00000458 -0.0159*** -0.0119** -0.0549* -0.0141* -0.014*
(0.000800) (0.00489) (0.00514) (0.0175) (0.00801) (0.00808)
Ln (exp) -0.00663***  -0.0279*** -0.0386*** 0.322** -0.0579*** -0.0574***
(0.00132) (0.00701) (0.0102) (0.143) (0.0159) 18%)
Ln (ExpY -0.0191** 0.000525 0.000532
(0.00843) (0.00137) (0.00135)
Hh size 0.000593 0.00154** 0.000862 0.00186 -0.a032 -0.00326
(0.000583) (0.000749) (0.000770) (0.00127) (0.@)38 (0.00372)
Proximity -0.00941* -0.00560 -0.00150 -0.0116 0.p03 0.00406
(0.00563) (0.00650) (0.00695) (0.00934) (0.00890) (0.00886)
Rural -0.00420 -0.00922 -0.00599 0.0323** -0.00367 -0.00123
(0.00468) (0.00901) (0.00863) (0.0140) (0.0101) .00062)
Age 0.000603 0.00129** 0.00139** 0.00163* 0.00207** 0.00218**
(0.000384) (0.000543) (0.000595) (0.000862) (0323 (0.000862)
Age’2 -0.000032**  -0.0001*** -0.00009***  -0.0001*+* -0.00014*** -0.00015***
(0.0000146)  (0.0000229) (0.0000264)  (0.0000412) .00@0477)  (0.0000482)
Remittances -0.0138
(0.0103)
Constant 0.0822*** 0.279** 0.356*** -1.156** 0.54%~ 0.540***
(0.0148) (0.0631) (0.0866) (0.539) (0.143) (0.141)

N; 1927. Test statistics for model (5). Endogentst (Wu-Hausman F test): 32.88 F(3,19)8)value = 0.
Sargan/Hansen test (overidentification test ofnsiiruments)p -value = 0.
Test of excluded instruments (for Kin, Ln Expenditand Household size respectively): F= 8@3;alue=0;

F=18.17 p -value=0; F=29.97% -value=0.

Kleibergen-Paap Wald rk LM statistic 7.0@4;value: 0.03.

Standard errors in parentheges 0.10, **p < 0.05, ** p < 0.01
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Table 6 Saving and Kinship Proxy

Fixed v Fixed Effect Fixed Effects  Fixed Effects  Fixed Effects
Effect v v v v
1) 2 ©) 4 5 (6)
Kin proxy -0.0022%** -0.0356** -0.0192** -0.0195** -0.0234** -0.0226**
(0.000829) (0.0144) (0.00877) (0.00856) (0.0107) 0.0103)
Ln (Exp) -0.0082***  -0.0477*** -0.0543**= -0.0540** -0.0521** -0.0519***
(0.00171) (0.00861) (0.0193) (0.0193) (0.0208) 0200)
Ln (Exp)"2 0.003* 0.00250* 0.00253*
(0.00140) (0.00140) (0.00138)
Household -0.000916 0.00141 -0.000287 -0.000454 0.00163 3801
size
(0.000645) (0.00133) (0.00102) (0.00104) (0.00503) (0.00489)
Proximity 0.00439 0.0104 0.0158* 0.0160* 0.0154 162
(0.00611) (0.00947) (0.00952) (0.00953) (0.00994) (0.00995)
Rural 0.00301 -0.00740 0.000752 0.00115 0.00146 050490
(0.00560) (0.0151) (0.0141) (0.0142) (0.0118) 106)
Age 0.000560 0.00162** 0.00164* 0.00167** 0.00153 .0@L70
(0.000503)  (0.000783) (0.000840) (0.000839) (Oomy1 (0.00104)
Agen2 -0.000033* -0.0001*+*  -0.000116*** -0.00011%&* -0.000106* -0.000114*
(0.0000184) (0.0000365) (0.0000407) (0.0000409) .00@0628) (0.0000639)
Remittances -0.0213~
(0.0128)
Constant 0.108*** 0.479%** 0.500%** 0.503*** 0.476* 0.480***
(0.0163) (0.0749) (0.156) (0.156) (0.186) (0.181)

N: 1927. Test statistics for model (5). Endogen®@ity-Hausman F test (Ln Expenditurankhip and Household s
F(3,1913)p -value = 0. Sargan/Hansen (overidentification eéstll instruments):p -value: 0.25. Test of excludec
Kin, Ln Expenditure, Household size, respectivelyy:8.03 p value: 0; F = 18.1'f) —value: 0; F=29.9'h -value=0
Paap Wald rk LM statistic 7.003 P-value: 0.030han8ard errors in parentheges 0.10, **p < 0.05, *** p < 0.01
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Table 7: The effect of kinship on income: four different income segments

Quintile <30 Quintile 30 -50 Quintile 50 -70 Qulat70 -90
Kin Network -258.9%** -611.4%** -1106.2%** -2220.4%*
(43.19) (51.75) (82.24) (294.7)
Household size 25.30 58.06 253.1** 104.6
(19.01) (45.24) (126.0) (239.6)
Proximity 67.06 127.0 70.79 1870.3
(227.5) (398.9) (736.7) (1650.3)
Rural -899.7%*=* -1566.5%** -4046.3*** -10473.4%**
(281.5) (493.1) (1122.4) (1906.2)
Age 40.34*** 74.02* 90.78 321.5
(13.20) (41.30) (85.29) (269.2)
Constant 3186.9*** 6337.8*** 12033.4*** 31640.6***
(295.6) (634.8) (1153.9) (3648.0)

Standard errors in parenthesgs < 0.10, **p < 0.05, *** p < 0.01
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On-line appendix

Table First stage regressions from modelsreported in columns (5)

Equation

Assets

Home

Furniture

Cloth

Jewels

Proximity
Rural

Age

Agen2

Avg HH size
Total Income
Tot Income”2
Avg Kin

Proximity
Rural

Age

Agen2

Avg HH size
Total Income
Tot Income”2
Avg Kin

Proximity
Rural

Age

Agen2

Avg HH size
Total Income
Tot Income”2
Avg Kin

Proximity
Rural

Age

Agen2

Avg HH size
Total Income
Tot Income”2
Avg Kin

Proximity
Rural

Age

Agen2

Avg HH size
Total Income
Tot Income”2
Avg Kin

Kin
Coeffs. Std Errs
0.022 0.121
0.292 0.126
0.013 0.009
-0.001 0.001
0.246 0.043
-0.000005 0.000002
-0.000009 0.000005
0.010 0.002
-0.063 0.179
0.585 0.202
-0.053 0.015
0.0001 0.001
0.196 0.050
-0.000005 0.000002
-0.000001 0.000007
0.008 0.002
-0.063 0.179
0.585 0.202
-0.053 0.015
0.0001 0.001
0.196 0.050
-0.000005 0.000002
-0.000001 0.000007
0.008 0.002
0.016 0.234
0.662 0.263
-0.029 0.020
0.001 0.002
0.200 0.071
-0.000004 0.000002
-0.000007  0.000009
0.010 0.003
0.022 0.121
0.292 0.126
0.013 0.009
-0.001 0.001
0.246 0.043
-0.000005 0.000002
-0.000009 0.000005
0.010 0.002

Ln Exp HH size Ln Exp2
Coeffs. Std Errs Coeffs. Sté Err Coeffs. Std Errs
0.140 0.118 0.117 0.197 02.2 1.914
-0.671 0.122 0.920 0.204 -10.322 1.982
0.028 0.009 0.063 0.015 0.486 49D.
-0.002 0.001 -0.007 0.001 0©.03 0.008
0.057 0.042 0.893 0.070 370. 0.680
-0.000002 0.00000:0.000001 0.000003 -0.000032 0.000
-0.000046  0.000008.000008 0.000008 -0.000748 0.000
-0.006 0.002 -0.003 0.003 30.1 0.030
0.161 0.084 0.070 0.268 983. 1.574
0.354 0.095 0.470 0.302 5.669 6l.
0.028 0.007 0.156 0.022 0.526 13@m.
-0.001 0.001 -0.012 0.002 .02 0.010
-0.127 0.023 0.913 0.074 2550 0.437
-0.000002 0.00000:D.000001 0.000003 -0.000031 0.000
-0.000030 0.00000®.000029 0.000010 -0.000475 0.000
-0.008 0.001 0.000 0.003 -2.16  0.020
0.161 0.084 0.070 0.268 983. 1.574
0.354 0.095 0.470 0.302 5.669 76L.
0.028 0.007 0.156 0.022 0.526 13@m.
-0.001 0.001 -0.012 0.002 -0.025 0.010
-0.127 0.023 0.913 0.074 2550 0.437
-0.000002 0.00000:D.000001 0.000003 -0.000031 0.000
-0.000030 0.00000®.000029 0.000010 -0.000475 0.000
-0.008 0.001 0.000 0.003 -2.16  0.020
0.202 0.102 0.341 0.338 78.7 1.860
0.321 0.115 0.412 0.380 4.826 912.
0.033 0.009 0.210 0.029 0.617 60.:
-0.001 0.001 -0.011 0.003 -0.030 0.016
-0.086 0.031 0.898 0.102 1.689 0.563
-0.000002  0.00000:D.000001 0.000003 -0.000031 0.000
-0.000041  0.000004€.000050 0.000013 -0.000697 0.000
-0.005 0.001 0.002 0.004 -0.09 0.023
0.140 0.118 0.117 0.197 02.2 1.914
-0.671 0.122 0.920 0.204 -10.322 1.982
0.028 0.009 0.063 0.015 0.486 49D.
-0.002 0.001 -0.007 0.001 -0.030 0.008
0.057 0.042 0.893 0.070 370. 0.680
-0.000002  0.00000:0.000001  0.000003 -0.000032 0.000
-0.000046  0.000008.000008 0.000008 -0.000748 0.000

-0.006 0.002 -0.003 0.003 30.1

0.030
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