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Abstract

One of the goals of the general policies of the resistance economy is to
improve the income and the role of the low and middle income classes
through the activation of financial resources. Therefore, the subject of this
research is to evaluate the impact of financial development and its
components on poverty with a multi-dimensional approach, which can show
the effect of smoothing the path of activation of financial resources on
empowerment in the basic dimensions of deprivation. The advantage of
multidimensional poverty is that it pays attention to two quantitative
(income) and qualitative dimensions of people. Since financial development
has directly and indirectly reduced poverty, the effects of these two effects
have been investigated using the panel data regression method. In this
research, we tried to include all the countries of the world in the time period
from 2000 to 2019, and if a country does not have all the variables for that
time period, it will be removed from this statistical population. To examine
the multidimensional poverty of the MPI data, which is the originator of the
Oxford Institute of Poverty and Human Development, the financial
development data is divided into nine parts, the source of which is the global
development indicators, the World Bank, which includes: life insurance,
non-interest income, stock market, bonds A company that reduces
multidimensional poverty and non-living expenses, ATMSs, overhead costs,
return on bank assets and return on equity, which leads to an increase in
multidimensional poverty.Keywords: financial development,
multidimensional poverty, financial depth.
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Extended abstract

Introduction

Poverty has long been recognized as a significant global challenge, but its
conceptualization has evolved over time. Traditionally measured in monetary terms,
poverty is now understood as a multidimensional phenomenon encompassing
deprivations in education, health, and living standards. This broader perspective,
introduced by the Oxford Institute for Poverty and Human Development, highlights
the diverse and interconnected factors that contribute to economic and social
disadvantage.

Financial development plays a crucial role in economic growth and poverty
alleviation. By expanding access to financial services such as banking, credit, and
insurance, financial development can empower individuals, create economic
opportunities, and promote wealth distribution. However, the relationship between
financial development and poverty reduction is complex. While some financial
instruments contribute to reducing poverty by increasing access to resources, others
may exacerbate economic disparities if financial benefits are concentrated among
wealthier populations.

This study examines the impact of financial development on multidimensional
poverty across different countries from 2000 to 2019. It investigates how various
financial sector indicators influence poverty levels and explores the policy
implications for achieving the goals of Iran's Vision Document. By analyzing data
from multiple nations, this study provides insights into effective financial policies
that can be applied to Iran’s economic landscape to ensure inclusive growth and
sustainable poverty reduction.

Methods
This study employs panel data regression analysis to examine the relationship
between financial development and multidimensional poverty. The dataset includes
global data from 2000 to 2019, with countries systematically selected based on data
availability. The primary dependent variable is the Multidimensional Poverty Index
(MPI), which measures poverty through three core dimensions:
++ Education (years of schooling and school attendance)
% Health (child mortality and nutrition)
«+ Living Standards (access to electricity, drinking water, sanitation, flooring,
cooking fuel, and asset ownership)
Financial development is represented through multiple independent variables, each
capturing different aspects of the financial sector:
«+ Life insurance premium volume to GDP (%): Measures the extent of life
insurance penetration in the economy.
++ Non-life insurance premium volume to GDP (%): Indicates the prevalence of
non-life insurance services.
% ATMs per 100,000 adults: Reflects financial accessibility and banking
penetration.
«+ Bank non-interest income to total income (%): Represents the share of bank
revenues derived from non-interest activities.
« Bank overhead costs to total assets: Captures the efficiency of financial
institutions.
«+ Bankreturn on assets (ROA) and return on equity (ROE): Measure profitability
in the banking sector.
«+ Stock market total value traded to GDP (%): Evaluates the role of equity
markets in financial development.
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« Corporate bonds to total bonds and notes outstanding (%): Assesses the role of
debt markets in financial intermediation.
Control variables such as GDP per capita, inflation, government consumption, and
trade openness are included to account for macroeconomic influences. The study
follows methodologies from prior research on financial development and poverty
reduction, employing econometric techniques such as fixed-effects and random-
effects models to analyze the data.

Results and Discussion

The empirical findings reveal that financial development has both positive and
negative effects on multidimensional poverty, depending on the nature of financial
instruments and institutions. Key results include:

Positive Impact on Poverty Reduction:

1. Life Insurance and Social Protection: The expansion of life insurance services
has a significant negative impact on multidimensional poverty, particularly in
countries where insurance policies provide health and income security for low-
income populations. By offering financial protection against unexpected
shocks, life insurance enables poor households to maintain essential
expenditures on education and healthcare.

2. Banking Accessibility (ATMs per Capita): Increased ATM availability
correlates with lower poverty levels, as it enhances financial inclusion and
facilitates access to banking services for underprivileged communities.

3. Non-Interest Income and Financial Diversification: Banks that generate a
higher proportion of revenue from non-interest activities, such as service fees
and financial consultancy, contribute to poverty reduction by broadening the
range of financial products available to different economic segments.

4. Stock Market Development: A well-functioning stock market supports
economic growth and job creation, thereby reducing poverty. The results
indicate that a higher volume of stock market transactions relative to GDP is
associated with lower multidimensional poverty levels. This suggests that
policies promoting stock market participation among low-income groups—
such as equity-based social programs—can yield long-term poverty alleviation
benefits.

Negative Impact on Poverty:

1. Non-Life Insurance and Economic Disparities: Unlike life insurance, non-life
insurance (e.g., corporate, property, and liability insurance) has a positive
correlation with multidimensional poverty. This suggests that these financial
products primarily benefit wealthier segments of society and do not directly
contribute to reducing poverty.

2. Corporate Bonds and Income Inequality: A higher proportion of corporate
bonds relative to total financial assets is linked to increased poverty. This
finding aligns with concerns that capital market instruments often cater to large
firms and institutional investors rather than small businesses and low-income
households.

3. Banking Sector Profitability (ROA and ROE): The study finds that higher bank
profitability—measured by ROA and ROE—tends to be associated with
increased multidimensional poverty. This could indicate that excessive focus
on profit generation leads to financial exclusion for lower-income groups.



...... S s A

4. Overhead Costs and Financial Barriers: High banking sector overhead costs
contribute to increased poverty, as they often translate into higher service fees
and lending costs, making financial products less accessible to the poor.

The mixed effects of financial development highlight the need for targeted policies
that promote financial inclusion without exacerbating economic disparities.
Expanding access to financial services, reducing transaction costs, and encouraging
investment in human capital are essential strategies for ensuring that financial
development translates into meaningful poverty reduction.

Conclusion

This study underscores the dual role of financial development in influencing
multidimensional poverty. While certain financial instruments, such as life insurance
and stock market expansion, contribute to poverty reduction, others—Ilike non-life
insurance and corporate bonds—may exacerbate income inequality. The findings
emphasize the importance of designing financial policies that prioritize inclusivity
and equitable access to financial services.

For Iran, these results offer valuable policy insights. Given the positive impact of
stock market participation on poverty reduction, the government could consider
expanding programs such as equity-based social assistance (e.g., distributing
subsidies in the form of stock ownership). Additionally, policies should focus on
improving financial accessibility for low-income groups by increasing ATM
availability, supporting microfinance institutions, and reducing banking service
costs.

Policymakers should also ensure that financial sector profitability does not come at
the expense of financial inclusion. Encouraging socially responsible banking
practices, promoting affordable credit options, and integrating financial literacy
programs into poverty alleviation strategies can enhance the effectiveness of
financial development in reducing multidimensional poverty.

In conclusion, financial development has the potential to serve as a powerful tool for
poverty alleviation, but its benefits must be distributed equitably. By implementing
policies that enhance financial accessibility and protect vulnerable populations,
governments can leverage financial development to achieve sustainable and
inclusive economic growth
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