
Volume 11, No. 2(October 2025–March 2026) 

IUT Journal 

of 

Advanced Research and 

Development 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Published 

by 
ICFAI University Tripura, 

Kamalghat, Mohanpur, Agartala-799210, 
Tripura(W) Ph: 0381-2865752/62 

Toll Free No.18003453673 Website: www.iutripura.edu.in 



MESSAGE FROM
 
 
The Chief Editor and Editors of the advanced research journal 

of Management, Engineering, Law, Paramedical Science, 

Nursing, Basic Science, Education, Physical Education and 

Yoga, Special Education, Clinical psychology

i.e. IUT Journal of Advanced Research and Development 

(JARD) would take it as their duty to express the deep 

gratefulness to the contributors and readers of current volume.

We feel proud to bring the present 

Journal of Advanced Research and Development. We consider 

that the contribution in this multidisciplinary will help in the 

inclusive and sustainable growth process. Keeping in tune with 

this dignified idea, the current issue of IUT

addressed some current issues covering diversified field.

This issue needs an integrative and a holistic approach to the 

solution. Finally, the information contains in this journal 

volume has been published by the IUT obtains by its auth

from various sources believed to be reliable

best of their knowledge, and publisher

any kind of plagiarism and opinion related issues.

 

FROM THE DESK OF EDITOR IN CHIEF

f the advanced research journal 

of Management, Engineering, Law, Paramedical Science, 

Nursing, Basic Science, Education, Physical Education and 

Education, Clinical psychology and Liberal Arts 

Advanced Research and Development 

(JARD) would take it as their duty to express the deep 

gratefulness to the contributors and readers of current volume. 

We feel proud to bring the present issue of the online IUT 

Journal of Advanced Research and Development. We consider 

multidisciplinary will help in the 

inclusive and sustainable growth process. Keeping in tune with 

this dignified idea, the current issue of IUT-JARD has 

addressed some current issues covering diversified field. 

This issue needs an integrative and a holistic approach to the  

solution. Finally, the information contains in this journal 

volume has been published by the IUT obtains by its authors 

from various sources believed to be reliable and correct to the 

best of their knowledge, and publisher is not responsible for 

rism and opinion related issues.

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Prof.(Dr.)Dhananjoy

Professor, Faculty of

Management & Commerce

Dean - 

ICFAI University

 
 
 
 

CHIEF 

Prof.(Dr.)Dhananjoy Datta 

Professor, Faculty of 

Management & Commerce 

 Centre for Doctoral 

Programs, 

ICFAI University Tripura, 

Tripura 

 



 

Sl. No. Title of the paper Name of the Authors 
Page 

Number 

1 

INDIA’S ACT EAST POLICY: SIGNIFICANCE OF NER 
AND IMPACTS OF POLITICAL CRISIS IN 

BANGLADESH ON ‘ACT EAST POLICY’ WITH 
SPECIAL REFERENCE TO TRIPURA. 

DEEP BHOWAL 
 

1-10 

2 

 
FAITH AND THE MACHINERY OF STATE: 

INTERROGATING RELIGIOUS HEGEMONY IN 
CHUMA NWOKOLO’S THE EXTINCTION OF 
MENAIAND THE GHOST OF SANI ABACHA 

 

ADAMU, PAUL 
& 

DANIEL, HAPPINESS 
 

11-27 

3 

 
MID-DAY MEAL SCHEME: A STUDY OF SCHOOLS OF 

MUNGIAKAMI BLOCK OF KHOWAI DISTRICT, 
TRIPURA 

 

TRIVENI DEBBARMA 

&  
PUJA DAS 

 

28-38 

4 

 
FINANCIAL SECTOR DEVELOPMENT, ECONOMIC 

GROWTH AND POVERTY REDUCTION IN NIGERIA: 
A VAR ANALYSIS 

 

 
KAZEEM FASOYE 

&  
ADEKUNLE DIMEJI 

ODEJIDE 

39-51 

5 

INDIA’S FASHION HERITAGE: EXAMINING 
CULTURAL APPROPRIATION IN LIGHT OF 

GEOGRAPHICAL INDICATIONS 
 

 
SREEPRIYA 

KALATHILPERIKAM
ANA  

&   
DR. SARBANI 

BHOWMIK DEB 

52-61 



IUT Journal of Advanced Research and Development

Volume 9, No 2 (April2023–September2023) 

All rights are reserved by IUT Journal of Advanced Research and Development (IUT

                                                                                                                             

                                                                                                                                                                                            

 
 

 
 

 

 

Financial Sector Development, Economic Growth and Poverty Reduction in 

Kazeem FASOYE

1Department of Economics, College 

2Department of economics, Federal College of Education (Special) Oyo.

The paper examines the relationship among poverty, financial sector development and economic 

growth in Nigeria between 1986 and 2023. The data are sourced from World Bank’s World 

Development Indicator (WDI, 2023) and an Impulse Response Function (IRF) is e

Vector Autoregressive (VAR) models to determine the mechanism through which poverty, financial 

sector development and economic growth respond to shocks. The results reveal that financial sector 

development exhibits a direct causal link to

financial sector development necessitates a rise in poverty level and vice versa while shocks to GDP 

are found to have little or no effect on the poverty level. It is recommended that more access 

should be broadened as this will increase the productive capacity level and lift many people out of 

poverty. 
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1.0 INTRODUCTION 

Finance has been identified as the underlying requirement for input factor in economic development 

and as well an engine of growth in any economy (

Nigeria which is in a hurry to develop despite challenges, much attention is th

development of financial sector towards reducing poverty by mobilizing sufficient funds for economic 

growth (Okonji, Nnadi and Igbanugo, 2018

of the world unaware and thus inflicted severe distressingimpact on the economic trajectories of most 
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ABSTRACT 

The paper examines the relationship among poverty, financial sector development and economic 

growth in Nigeria between 1986 and 2023. The data are sourced from World Bank’s World 

Development Indicator (WDI, 2023) and an Impulse Response Function (IRF) is e

Vector Autoregressive (VAR) models to determine the mechanism through which poverty, financial 

sector development and economic growth respond to shocks. The results reveal that financial sector 

development exhibits a direct causal link to poverty reduction in Nigeria. It is alsofound out that the 

financial sector development necessitates a rise in poverty level and vice versa while shocks to GDP 

are found to have little or no effect on the poverty level. It is recommended that more access 

should be broadened as this will increase the productive capacity level and lift many people out of 

Poverty, Financial Sector Development Economic Growth, Impulse Response 

identified as the underlying requirement for input factor in economic development 

and as well an engine of growth in any economy (Agyemang, 2020). In developing economies like 

Nigeria which is in a hurry to develop despite challenges, much attention is therefore, placed on the 

development of financial sector towards reducing poverty by mobilizing sufficient funds for economic 

Okonji, Nnadi and Igbanugo, 2018).The global financial crisis of 2007 caught many economies 

flicted severe distressingimpact on the economic trajectories of most 

The ICFAI University Tripura 

 

P
a
g
e3

9 

Financial Sector Development, Economic Growth and Poverty Reduction in 

Adekunle Dimeji ODEJIDE2 

Fountain University, 

Department of economics, Federal College of Education (Special) Oyo. 

The paper examines the relationship among poverty, financial sector development and economic 

growth in Nigeria between 1986 and 2023. The data are sourced from World Bank’s World 

Development Indicator (WDI, 2023) and an Impulse Response Function (IRF) is estimated from the 

Vector Autoregressive (VAR) models to determine the mechanism through which poverty, financial 

sector development and economic growth respond to shocks. The results reveal that financial sector 

poverty reduction in Nigeria. It is alsofound out that the 

financial sector development necessitates a rise in poverty level and vice versa while shocks to GDP 

are found to have little or no effect on the poverty level. It is recommended that more access to finance 

should be broadened as this will increase the productive capacity level and lift many people out of 

Poverty, Financial Sector Development Economic Growth, Impulse Response Function, 

identified as the underlying requirement for input factor in economic development 

In developing economies like 

erefore, placed on the 

development of financial sector towards reducing poverty by mobilizing sufficient funds for economic 

The global financial crisis of 2007 caught many economies 

flicted severe distressingimpact on the economic trajectories of most 



IUT Journal of Advanced Research and Development

Volume 9, No 2 (April2023–September2023) 

All rights are reserved by IUT Journal of Advanced Research and Development (IUT

                                                                                                                             

                                                                                                                                                                                            

 
 

 
 

countries and most prominentlyglobal financial systems. The phenomenon led both policy makers and 

academics in financial sector to go back to drawing board with the purpose of actualisin

as well as long term financial stability in the banking system in order to prevent future calamity. 

Specifically, it was time to commenceinstantaneous review of the consolidation reform programmes of 

the Central Bank of Nigeria (CBN), befor

that may be necessitated by the global crisis.

 

The growing interest in the sector’s activities may be due tolingering global financial crisis especially in 

the mid-20 century as well as the rol

to World Bank (2005), the financial sector is a crucial sector of any economy, affecting its business 

environment, investment, economic prospects, and social dimensions, including poverty. Th

vulnerabilities in the financial sector, often lead to financial crises, economic downtowns, and fiscal 

costs (Adediran, Oduntan and Matthew, 2018). 

managed determines the level of impacts it has on 

to Arno,  (2020), the availability and efficient uses of a nation’s financial resources are evident in its 

effects on the real sectors and manifests in major macroeconomic performance indicators such as real 

GDP growth, inflation, employment rate and level of poverty in the economy.

 

Although a large number of empirical studies such as Benjamin, (2017); Khan, Khan, Ahmad and Siraj, 

(2018) and Dhrifi, (2020)have pointed out that financial development results in faster average growth 

with welfare implications. The findings of these studies did not determine whether the financial sector 

development benefits the population equally or disproport

Clarke, Xu and Fou, (2017) and Olusola and Yinusa, (2019)imply that once there is growth it could 

have an impact on the whole economy. But economists are of the view that an inclusive growth is for 

welfare improvement and that growth is not all that matters (Fields, 2001). In addition, despite the 

perceived improvements in the financial sector, the sector is still punctuated with cases of under

performance. A significant proportion of credit transactions still take p

despite governments efforts aimed at channeling credit to the productive sector through the deposit 

money banks (Rewilak, 2017). Therefore, optimal access to financial services towards poverty 

reduction is crucial for welfare improvement.

 

The effects of the prevailing regulations on the financial structure which dominates the financial sector 
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countries and most prominentlyglobal financial systems. The phenomenon led both policy makers and 

academics in financial sector to go back to drawing board with the purpose of actualisin

as well as long term financial stability in the banking system in order to prevent future calamity. 

Specifically, it was time to commenceinstantaneous review of the consolidation reform programmes of 

the Central Bank of Nigeria (CBN), before the attendant financial instability on the Nigerian economy 

that may be necessitated by the global crisis. 

The growing interest in the sector’s activities may be due tolingering global financial crisis especially in 

20 century as well as the role played by the financial market plays in the economy. According 

to World Bank (2005), the financial sector is a crucial sector of any economy, affecting its business 

environment, investment, economic prospects, and social dimensions, including poverty. Th

vulnerabilities in the financial sector, often lead to financial crises, economic downtowns, and fiscal 

Matthew, 2018). The extent to which the sector is developed and 

managed determines the level of impacts it has on the economy (Ajakaiye and Tella, 2019) According 

(2020), the availability and efficient uses of a nation’s financial resources are evident in its 

nd manifests in major macroeconomic performance indicators such as real 

GDP growth, inflation, employment rate and level of poverty in the economy. 

Although a large number of empirical studies such as Benjamin, (2017); Khan, Khan, Ahmad and Siraj, 

and Dhrifi, (2020)have pointed out that financial development results in faster average growth 

with welfare implications. The findings of these studies did not determine whether the financial sector 

development benefits the population equally or disproportionally. Also, the empirical findings of 

Clarke, Xu and Fou, (2017) and Olusola and Yinusa, (2019)imply that once there is growth it could 

have an impact on the whole economy. But economists are of the view that an inclusive growth is for 

nt and that growth is not all that matters (Fields, 2001). In addition, despite the 

perceived improvements in the financial sector, the sector is still punctuated with cases of under

performance. A significant proportion of credit transactions still take place in the informal markets, 

despite governments efforts aimed at channeling credit to the productive sector through the deposit 

money banks (Rewilak, 2017). Therefore, optimal access to financial services towards poverty 

improvement. 

The effects of the prevailing regulations on the financial structure which dominates the financial sector 
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system are not only relevant to the present but also to the future stability of the financial system which 

is indeed required for attaining financial inclusion as well as inclusive economic growth. This study, 

therefore, intends to examine the possible trade

reduction in Nigeria with a view to higlighting implications for inclusive growt

2.0 LITERATURE REVIEW 

The concept of ‘inclusive growth’ has not been unanimously defined in the literature as a result of the 

evolutional dimension of growth. For instance, Shahbaz and Islam, (2013) was of the view that 

inclusive growth is another term for Pro

is an absolute reduction in poverty associated with the creation of productive employment (which 

accommodates both the pace and pattern of growth) rather than direct income distribut

(Clarke, Xu, and Fou, 2017).Thus, for inclusivegrowth to be achieved, the economic growth 

distribution relation needs to be investigated, and this is against Pro

growth-poverty nexus without any recou

ex-ante analysis of the growth generating process fused with outcomes of generated growth while pro

poor growth is only an ex-post analysis of the outcomes of growth generated (Uddi, Shahba

and Teulon 2014). The implication of this argument is that a robust inclusive growth strategy will 

complement policies to stimulate economic growth by fostering equality of opportunity, alongside a 

social security net to protect the most vulnera

 

The lingering vulnerability of Nigerian financial sector has characterized it by relative fragility and 

instability as evidenced by Okonji, Nnadi and Igbanugo, (2018) that 

instrument of financial sector development.

confer positive effect on economic growth while private sector credit and lending 

maintain negative effects on economic growth. This is an indication that apart from access to fi

services, other financial development indicators also have negative effects on economic growth. By 

implication, that financial sector development could improveeconomic welfare. Thus, the strength of 

financial sector to guaranteeaugmented private se

creates an avenue for improving macroeconomic performance of an economy.

 

Improving the macroeconomic performance of the largest economy in Africa is a singular

government. Ajakaiye and Tella, (

regulation and financial stability in Nigeria. The results showed that the 2004 consolidation and the 
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system are not only relevant to the present but also to the future stability of the financial system which 

ing financial inclusion as well as inclusive economic growth. This study, 

therefore, intends to examine the possible trade-off between financial sector development and poverty 

reduction in Nigeria with a view to higlighting implications for inclusive growth.  

 

The concept of ‘inclusive growth’ has not been unanimously defined in the literature as a result of the 

evolutional dimension of growth. For instance, Shahbaz and Islam, (2013) was of the view that 

for Pro-poor growth. Also, a popular definition is that Inclusive growth 

is an absolute reduction in poverty associated with the creation of productive employment (which 

accommodates both the pace and pattern of growth) rather than direct income distribut

(Clarke, Xu, and Fou, 2017).Thus, for inclusivegrowth to be achieved, the economic growth 

distribution relation needs to be investigated, and this is against Pro-poor growth which is a function of 

poverty nexus without any recourse to the distribution pattern. In effect, inclusive growth is an 

ante analysis of the growth generating process fused with outcomes of generated growth while pro

post analysis of the outcomes of growth generated (Uddi, Shahba

and Teulon 2014). The implication of this argument is that a robust inclusive growth strategy will 

complement policies to stimulate economic growth by fostering equality of opportunity, alongside a 

social security net to protect the most vulnerable. 

Nigerian financial sector has characterized it by relative fragility and 

Okonji, Nnadi and Igbanugo, (2018) that investigated financial depth as an 

instrument of financial sector development. It was revealed that financial depth and stability measures 

confer positive effect on economic growth while private sector credit and lending 

maintain negative effects on economic growth. This is an indication that apart from access to fi

services, other financial development indicators also have negative effects on economic growth. By 

implication, that financial sector development could improveeconomic welfare. Thus, the strength of 

financial sector to guaranteeaugmented private sector access to financial services such as bank credit 

creates an avenue for improving macroeconomic performance of an economy. 

Improving the macroeconomic performance of the largest economy in Africa is a singular

government. Ajakaiye and Tella, (2019) investigated the potential trade-off between financial sector 

regulation and financial stability in Nigeria. The results showed that the 2004 consolidation and the 
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ing financial inclusion as well as inclusive economic growth. This study, 

off between financial sector development and poverty 

The concept of ‘inclusive growth’ has not been unanimously defined in the literature as a result of the 

evolutional dimension of growth. For instance, Shahbaz and Islam, (2013) was of the view that 

poor growth. Also, a popular definition is that Inclusive growth 

is an absolute reduction in poverty associated with the creation of productive employment (which 

accommodates both the pace and pattern of growth) rather than direct income distribution schemes 

(Clarke, Xu, and Fou, 2017).Thus, for inclusivegrowth to be achieved, the economic growth - income 

poor growth which is a function of 

rse to the distribution pattern. In effect, inclusive growth is an 

ante analysis of the growth generating process fused with outcomes of generated growth while pro-

post analysis of the outcomes of growth generated (Uddi, Shahbaz, Arouri, 

and Teulon 2014). The implication of this argument is that a robust inclusive growth strategy will 

complement policies to stimulate economic growth by fostering equality of opportunity, alongside a 

Nigerian financial sector has characterized it by relative fragility and 

investigated financial depth as an 

It was revealed that financial depth and stability measures 

confer positive effect on economic growth while private sector credit and lending - deposit spread 

maintain negative effects on economic growth. This is an indication that apart from access to financial 

services, other financial development indicators also have negative effects on economic growth. By 

implication, that financial sector development could improveeconomic welfare. Thus, the strength of 

ctor access to financial services such as bank credit 

Improving the macroeconomic performance of the largest economy in Africa is a singular duty of 

off between financial sector 

regulation and financial stability in Nigeria. The results showed that the 2004 consolidation and the 
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2009 post-consolidation reforms relied on instability in the banking sector as a resul

regulatory framework and regulationsgaps as well as inordinate administration and implementation of 

regulations and instability triggered by capital flows.

 

The involvement of government (as a regulatory institution)in confirming the 

broadening through the Central Bank operations has yielded positive effect on growth. The study of 

Olusola and Yinusa, (2019) investigated the relationship between financial development and inclusive 

growth in Nigeria and found that the impact of financial development on inclusive growth depends on 

the measure of the former up to the threshold level and not beyond. Though, it was discovered that trade 

openness and capital investment are desirable for inclusive growth in Nigeria, 

that government participation in the economy as well as financial openness are germane to the financial 

development trajectories. It was concluded financial deepening and financial widening havenegative 

and positive effects on inclusive growth respectively.

 

In view of a critical research question of what necessary adjustments to the growth process are to ensure 

inclusive development, the study of 

different perspectives and examined the challenges and policy priorities in Africa. Certain relevant 

components of inclusive growth were identified with a view to overcoming the broad

of poverty, unemployment and inequality in the region. It was found out that inclusive growth was 

influentialin enhancing Africa’s economic inclusivity. It was also a pivot for sustainable development 

despite growing population rates. Moreover, the rate of inequ

and Uddi, Shahbaz, Arouri, and Teulon, (2014)examine the nexus between financial development and 

poverty reduction in Bangladesh between the period 1995 and 2012. The findings of the study revealed 

that growth is weakly accelerated by financial development and poverty reduction. The implication of 

the findings is that weakling financial development and increased poverty retarded economic growth.  

 

The comparative  inequality existing between 

by Dhrifi, (2020) and the study showed that financial development resulted in  poverty reduction  but 

could not reduce income inequality Similarly, an examination of the impact of financial development on 

poverty was carried out by Benjamin (2017) among the randomly selected developing countries of the 

world and results revealed that financial development reduced poverty; both directly and indirectly but 

could not reduce income inequality. On the contrary, Khan, Khan, Ahmad and
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consolidation reforms relied on instability in the banking sector as a resul

regulatory framework and regulationsgaps as well as inordinate administration and implementation of 

regulations and instability triggered by capital flows. 

The involvement of government (as a regulatory institution)in confirming the suitable level of financial 

broadening through the Central Bank operations has yielded positive effect on growth. The study of 

Olusola and Yinusa, (2019) investigated the relationship between financial development and inclusive 

that the impact of financial development on inclusive growth depends on 

the measure of the former up to the threshold level and not beyond. Though, it was discovered that trade 

openness and capital investment are desirable for inclusive growth in Nigeria, the results also revealed 

that government participation in the economy as well as financial openness are germane to the financial 

development trajectories. It was concluded financial deepening and financial widening havenegative 

lusive growth respectively. 

In view of a critical research question of what necessary adjustments to the growth process are to ensure 

inclusive development, the study of Arno, (2020) investigated the concept of inclusive growth from 

different perspectives and examined the challenges and policy priorities in Africa. Certain relevant 

components of inclusive growth were identified with a view to overcoming the broad

erty, unemployment and inequality in the region. It was found out that inclusive growth was 

influentialin enhancing Africa’s economic inclusivity. It was also a pivot for sustainable development 

despite growing population rates. Moreover, the rate of inequality in developing nations was alarming 

and Uddi, Shahbaz, Arouri, and Teulon, (2014)examine the nexus between financial development and 

poverty reduction in Bangladesh between the period 1995 and 2012. The findings of the study revealed 

akly accelerated by financial development and poverty reduction. The implication of 

the findings is that weakling financial development and increased poverty retarded economic growth.  

The comparative  inequality existing between financial development and the growth was investigated 

Dhrifi, (2020) and the study showed that financial development resulted in  poverty reduction  but 

could not reduce income inequality Similarly, an examination of the impact of financial development on 

ut by Benjamin (2017) among the randomly selected developing countries of the 

world and results revealed that financial development reduced poverty; both directly and indirectly but 

could not reduce income inequality. On the contrary, Khan, Khan, Ahmad and Siraj, (2018) found out 
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that financial development reduced inter

 

Financial development itself is a multifaceted concept which constitutes an important mechanism for 

long-term economic growth. Adediran, Oduntan

long-run growth together with various exogenous influences could have triggered economic instability 

in Nigeria. Thus, efforts to moderate these fluctuations by successive administration have resorted into 

adopting various economic policy measures such as Stabilization Policy(1981

Adjustment Programe (SAP,1986-

Economic Reforms 1999-2007, with the hope that such policy actions could eng

in the long run. The study found out that ineffective fund allocation especially to the productive 

sectorsand decline in domestic credit to the private sector frustrated the expected inclusive growth 

phenomenon in the country. The req

inclusive has now become a source of great concern.

 

The relationship among financial development, economic growth and poverty reduction in selected 

African countries was examined by 

d’Ivoire, Gabon, South Africa and Nigeria, Senegal. The results showed evidence of long

relationship among the variables. The GDP and financial deepening of the selected countries were 

found to have significant positive impact on poverty reduction. It was also revealed that bidirectional 

long run causality ran from economic growth to poverty reduction and vice versal in Cote d’Ivoire, 

Gabon and South Africa. Similarly, bidirectional long run causality wa

and poverty reduction in Benin, Cameroon and South Africa. The implication of the findings is that 

policies targeting increasing economic growth and improving access to credit would reduce poverty. 

Also measures to reduce poverty would lead to economic growth and financial deepening in these 

countries. 

 

Sequel to recent aggressive policies targeting increasing economic growth and improving access to 

credit with the aim of reducing poverty, the financial sector, economic grow

reductionrelation becomes a topical issue among researchers and policymakers. This emanated from the 

discrepancies between theory and the results of practical policy implementation regarding the interplay 

of these variables continue to linge

relationship with economic growth through the provision of financial resources to the factors of 
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that financial development reduced inter-gender inequalities and reduces poverty 

Financial development itself is a multifaceted concept which constitutes an important mechanism for 

Adediran, Oduntanand, Matthew (2018) discovered that short

run growth together with various exogenous influences could have triggered economic instability 

in Nigeria. Thus, efforts to moderate these fluctuations by successive administration have resorted into 

dopting various economic policy measures such as Stabilization Policy(1981

-1992); Medium Term Economic Strategy, 1993

2007, with the hope that such policy actions could engender economic growth 

in the long run. The study found out that ineffective fund allocation especially to the productive 

sectorsand decline in domestic credit to the private sector frustrated the expected inclusive growth 

phenomenon in the country. The required level of financial developmentsector for growth to be 

inclusive has now become a source of great concern. 

The relationship among financial development, economic growth and poverty reduction in selected 

African countries was examined by Yaya, (2017). The selected countries are Benin, Cameroon, Cote 

d’Ivoire, Gabon, South Africa and Nigeria, Senegal. The results showed evidence of long

relationship among the variables. The GDP and financial deepening of the selected countries were 

nificant positive impact on poverty reduction. It was also revealed that bidirectional 

long run causality ran from economic growth to poverty reduction and vice versal in Cote d’Ivoire, 

Gabon and South Africa. Similarly, bidirectional long run causality was found to exist between finance 

and poverty reduction in Benin, Cameroon and South Africa. The implication of the findings is that 

policies targeting increasing economic growth and improving access to credit would reduce poverty. 

overty would lead to economic growth and financial deepening in these 

Sequel to recent aggressive policies targeting increasing economic growth and improving access to 

credit with the aim of reducing poverty, the financial sector, economic grow

reductionrelation becomes a topical issue among researchers and policymakers. This emanated from the 

discrepancies between theory and the results of practical policy implementation regarding the interplay 

of these variables continue to linger on. Hypothetically, the financial sector has a significant positive 

relationship with economic growth through the provision of financial resources to the factors of 
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production. This is with the aim ofmotivating real output production, rising job opportun

drastically reducing the levels of poverty. 

 

Though, poverty rate in Indonesia has been declining in recent years, and in order to achieve poverty 

reduction target within the stipulated period, Sovia, Shabri and Aliasuddin, (2018) examined the l

between financial sector development and poverty reduction in Indonesia. It was revealed that longrun 

relationship was found to exist among financial development, economic growth and poverty reduction 

in Indonesia. The findings of the study established

poverty reduction while a bi-directional causality between economic growth and poverty reduction was 

also found. 

 

Poverty is not only a cause of humanity poverty but also a state of disadvantaged econo

and therefore associated with negative social consequences. This is in line with the work of Sin

Bernard, (2018) which examined the finance

2015. The study found out that growth o

resulted in poverty reduction. 

3.0 METHODOLOGY 

Model Specification 

The model depicting the relationship among 

reduction in selected ECOWAS countries is hereby specified in this study. 

unable to command necessary resources to satisfy basicneeds.Following the modification of the work of 

Agyemang, (2020)and by assuming that these basic human needs are function of 

development and economic growth, then poverty reduction function can be specified in a Cobb

form as 

��� =  ������

Where, ��� is poverty reduction variable, FSD stands for 

Domestic credit to private sector (% of GDP)]

degrees of elasticity of poverty reduction and 

subsistence level of poverty.  

 

���� is the multi-dimensional poverty index of country at time 

development of country at time �, ���
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reduction target within the stipulated period, Sovia, Shabri and Aliasuddin, (2018) examined the l

between financial sector development and poverty reduction in Indonesia. It was revealed that longrun 

relationship was found to exist among financial development, economic growth and poverty reduction 
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directional causality between economic growth and poverty reduction was 

Poverty is not only a cause of humanity poverty but also a state of disadvantaged econo

and therefore associated with negative social consequences. This is in line with the work of Sin
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2015. The study found out that growth of financial development led to economic growth, which in turn 

The model depicting the relationship among financial sector development, inclusive growth and poverty 
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unable to command necessary resources to satisfy basicneeds.Following the modification of the work of 

Agyemang, (2020)and by assuming that these basic human needs are function of 
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is poverty reduction variable, FSD stands for financial sector development [measured by 

Domestic credit to private sector (% of GDP)], GDP is a proxy for economic growth,

degrees of elasticity of poverty reduction and ��  is a constant whose value is an estimate of the 

dimensional poverty index of country at time �, ���� is the level of 

����is the proxy for measuring economic growth 
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t, and ��is the error term. 

 

The logarithmic transformation of equation (2) above is specified as 

������ =  �� + ������

 

It can equally be maintained that equation (2) could be modified as a dynamic model to permit for some 

degree of persistence in the data generating process. For illustration, the whole essence of Poverty 

Impact Assessment (PovIA) is the use of financial sector development as 

developing nations. 

To supersede the necessity for structural modelling by considering endogenous variables in the system 

as a function of the lagged values of all endogenous variables in the system, the direction of 

causalityamong financial development, economic growth and poverty reduction in Nigeriawere 

captured by the models stated as below

������� =  �� +  � ��

�

���

�����

������� =  �� + � ��

�

���

�����

������� =  �� +  � ��

�

���

�����

Where K signifies the optimal lag lengthchosen by the various lag length selection criteria while the 

stability of the variables through appropriate panel unit root techniques were equally determined.

4.0 RESULTS 

Unit Root Test 

An Augmented Dickey-Fuller (ADF) unit root test wa

otherwise of the variables used in this study and the results are presented in the Table 1.

Table 1: ADF Unit Root Test Results

Variable ADF Statistic

FSD -3.5495

GDP -4.1290

POV -5.3745

Source: Authors’ estimation 
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optimal lag lengthchosen by the various lag length selection criteria while the 

stability of the variables through appropriate panel unit root techniques were equally determined.

Fuller (ADF) unit root test was conducted to determine the stationarity or 

otherwise of the variables used in this study and the results are presented in the Table 1.

Table 1: ADF Unit Root Test Results 

ADF Statistic p-value 

3.5495 0.0068 

4.1290 0.0009 

5.3745 0.0000 
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From Table 1, the results show that financial sector development (FSD) has an ADF statistic of 

with a p-value of 0.0068. Then, the p

root is rejected and therefore, the inflation rate series is stationary. Again, GDP growth rate (GDP) has 

an ADF statistic of -4.1290 with a p

that the GDP growth rate series is also stationary. 

5.3745 with a p-value of 0.0000. The p

level series is stationary. Therefore, all the variables are stationary and by implication they all

run relationship. 

 

The VAR results are shown in Table 1 below. It should be noted that the results of standard errors are in 

( ) while that of t-statistics are in [ ].

 

 

Table 2: Vector Autoregression Estimates

  
 FSD

    
FSD(-1)  

  

 [6.69755]

GDP(-1)  

  

 [0.37451]

POV(-1)  

  

 [0.82482]

C  

  

 [0.77185]

  
R-squared  

Adj. R-squared  
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From Table 1, the results show that financial sector development (FSD) has an ADF statistic of 

value of 0.0068. Then, the p-value is less than 0.05, representing the null hypothesis of no unit 

rejected and therefore, the inflation rate series is stationary. Again, GDP growth rate (GDP) has 

4.1290 with a p-value of 0.0009. Likewise, the p-value is less than 0.05, indicating 

that the GDP growth rate series is also stationary. Also, poverty level (POV) has an ADF statistic of 

value of 0.0000. The p-value is significantly less than 0.05, indicating that the poverty 

level series is stationary. Therefore, all the variables are stationary and by implication they all

The VAR results are shown in Table 1 below. It should be noted that the results of standard errors are in 

. 

Table 2: Vector Autoregression Estimates  

   
FSD GDP POV

      
 1.174841  5.53520 -0.005200

 (0.17541)  (14.5756)  (0.01287)

[6.69755] [2.43799] [-

 0.000770  0.951472 -0.000111

 (0.00206)  (0.17087)  (0.00015)

[0.37451] [5.56835] [-

 2.104249  4.8891  0.571266

 (2.55115)  (211.983)  (0.18720)

[0.82482] [0.96654] [3.05163]

 1.127633 -7.0053  0.153142

 (1.46095)  (1.395)  (0.10720)

[0.77185] [-2.69374] [1.42853]

   
 0.784540  0.968248  0.387382

 0.738370  0.961444  0.256106
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value is less than 0.05, representing the null hypothesis of no unit 

rejected and therefore, the inflation rate series is stationary. Again, GDP growth rate (GDP) has 

value is less than 0.05, indicating 

Also, poverty level (POV) has an ADF statistic of -

value is significantly less than 0.05, indicating that the poverty 

level series is stationary. Therefore, all the variables are stationary and by implication they all have long 

The VAR results are shown in Table 1 below. It should be noted that the results of standard errors are in 

POV 

0.005200 

(0.01287) 

-0.40399] 

0.000111 

(0.00015) 

-0.73497] 

0.571266 

(0.18720) 

[3.05163] 

0.153142 

(0.10720) 

[1.42853] 

0.387382 

0.256106 
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The results show a positive correlation among the lagged values of all endogenous variables, for 

instance, lagged value of financial sector development {FSD (

current values of FSD, likewise lagged value of economic grow

withcurrent values of GDP and lagged value of  poverty rate {POV (

correlation with current values of POV. Conversely, variables FSD (

relationship with POV while previous value of poverty POV (

(POV) positively.  

Impulse Response Analysis 

The study examines the relationship among poverty, financial sector development and economic growth 

in Nigeria between 1986 and 2023.

paper, the Impulse Response Function (IRF) is estimated from the Vector Autoregressive (VAR) 

models. This is a process to determine the channel through which poverty, financial sector deve

and economic growth respond to shocks. The IRF is plotted on the Y

axis. The interpretation here relies more heavily on the signs of the estimate because the magnitude 

shows the statistical influence while the sig

 

To achieve the objective of this study, the policy variables were positionedfirst and then the target 

variables. Hypothetically, the policy variables impact the target variables contemporaneously, while the 

target variables are found to affect the policy variables through the system. Therefore, the systemic 

ordering is gross domestic product financial sector development (FSD), economic growth (GDP) and 

poverty (POV). The graphs of impulse response functions are shown
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The results show a positive correlation among the lagged values of all endogenous variables, for 

instance, lagged value of financial sector development {FSD (-1)} has a positive correlation with 

current values of FSD, likewise lagged value of economic growth {GDP (-1)}has a positive correlation 

withcurrent values of GDP and lagged value of  poverty rate {POV (-1)} maintains a positive 

correlation with current values of POV. Conversely, variables FSD (-1) and GDP (-

while previous value of poverty POV (-1) influences the current poverty level 

The study examines the relationship among poverty, financial sector development and economic growth 

in Nigeria between 1986 and 2023.Forinvestigating the effects of shocks on the variables used in the 

paper, the Impulse Response Function (IRF) is estimated from the Vector Autoregressive (VAR) 

models. This is a process to determine the channel through which poverty, financial sector deve

and economic growth respond to shocks. The IRF is plotted on the Y-axis while the shock lies on the X

axis. The interpretation here relies more heavily on the signs of the estimate because the magnitude 

shows the statistical influence while the signs provide the desired economic effect. 

To achieve the objective of this study, the policy variables were positionedfirst and then the target 

variables. Hypothetically, the policy variables impact the target variables contemporaneously, while the 

ariables are found to affect the policy variables through the system. Therefore, the systemic 

ordering is gross domestic product financial sector development (FSD), economic growth (GDP) and 

poverty (POV). The graphs of impulse response functions are shown in Figure 1 below.
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Forinvestigating the effects of shocks on the variables used in the 

paper, the Impulse Response Function (IRF) is estimated from the Vector Autoregressive (VAR) 

models. This is a process to determine the channel through which poverty, financial sector development 

axis while the shock lies on the X-

axis. The interpretation here relies more heavily on the signs of the estimate because the magnitude 

 

To achieve the objective of this study, the policy variables were positionedfirst and then the target 

variables. Hypothetically, the policy variables impact the target variables contemporaneously, while the 

ariables are found to affect the policy variables through the system. Therefore, the systemic 

ordering is gross domestic product financial sector development (FSD), economic growth (GDP) and 

in Figure 1 below. 
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Figure 1: Impulse Response on Poverty, Economic Growth and Financial Sector Development

Source: Author’s graphical illustration from the data extracted from World Bank’s World Development 

Indicator (WDI, 2023) 

 

The results from Figure 1 above revealthat shocks to financial sector development (FSD) 

producepositive effect both in the short run and the long run. It is assumed that the expected changes in 
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poverty and GDP in the economy will only maintain positiv

throughout the time horizon. The effects of the variables, though positive, appear not uniform and 

equally show an increase at start and begin to decrease.The results are in line with the findings of the 

work of Yaya, (2017) which also reveals that bidirectional long run causality was found to exist 

between economic growth and poverty reduction in Cote d’Ivoire, Gabon and South Africa while 

bidirectional long run causality existed between finance and poverty reductio

South Africa. 

 

The second graph depicts the response of GDP which measures the rate of growth and wellbeing in the 

economy shocks from poverty and financial sector development. Thus, GDP responses positively 

(though in a decreasing rate) to shocks from poverty and financial sector development till the end of the 

time horizon as the graph depicts a rise from above the origin. The implication of this is that continuous 

rise in the poverty rate reduces the level of output in the econom

rears below that of poverty. Also, an improved financial sector development in Nigeria has not 

translated significantly to an increased economic growth for the country. 

 

The results above are in line with the findings of

aggressive policies targeting at increasing economic growth and improving access to credit with the aim 

of reducing poverty, the connectionlinking the financial sector, economic growth and poverty red

has become topical issues of debate among recent researchers and policymakers since the manifestation 

of inconsistencies between theory and the results of practical policy implementation with regard to the 

interactionamong these variables continue t

 

The last graph depicts a shock to poverty which is shown to have positive effect in the short run but 

negative effect in the long run. Its graph cascades relentlessly till the end of the time horizon as the 

graph depicts a fall from the top. Thus, a decrease in thefinancial sector developmentnecessitates a rise 

in poverty level and an increase in financial sector developmentengenders a fall in poverty rate 

whileshocks to GDP are found to have little or no effect on the poverty level. This is 

findings of Sin-Yu and Bernard, (2018) which find out that growth of financial development led to 

economic growth, which in turn resulted in poverty reduction.
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poverty and GDP in the economy will only maintain positive impact on financial sector development 

throughout the time horizon. The effects of the variables, though positive, appear not uniform and 

equally show an increase at start and begin to decrease.The results are in line with the findings of the 

also reveals that bidirectional long run causality was found to exist 

between economic growth and poverty reduction in Cote d’Ivoire, Gabon and South Africa while 

bidirectional long run causality existed between finance and poverty reduction in Benin, Cameroon and 

The second graph depicts the response of GDP which measures the rate of growth and wellbeing in the 

economy shocks from poverty and financial sector development. Thus, GDP responses positively 

rate) to shocks from poverty and financial sector development till the end of the 

time horizon as the graph depicts a rise from above the origin. The implication of this is that continuous 

rise in the poverty rate reduces the level of output in the economy and that is why the graph of GDP 

rears below that of poverty. Also, an improved financial sector development in Nigeria has not 

translated significantly to an increased economic growth for the country.  

The results above are in line with the findings of Sovia, Shabri and Aliasuddin, (2018) which reveal that 

aggressive policies targeting at increasing economic growth and improving access to credit with the aim 

of reducing poverty, the connectionlinking the financial sector, economic growth and poverty red

has become topical issues of debate among recent researchers and policymakers since the manifestation 

of inconsistencies between theory and the results of practical policy implementation with regard to the 

interactionamong these variables continue to linger on.  

The last graph depicts a shock to poverty which is shown to have positive effect in the short run but 

negative effect in the long run. Its graph cascades relentlessly till the end of the time horizon as the 

Thus, a decrease in thefinancial sector developmentnecessitates a rise 

in poverty level and an increase in financial sector developmentengenders a fall in poverty rate 

whileshocks to GDP are found to have little or no effect on the poverty level. This is 

Yu and Bernard, (2018) which find out that growth of financial development led to 

economic growth, which in turn resulted in poverty reduction. 
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Sovia, Shabri and Aliasuddin, (2018) which reveal that 

aggressive policies targeting at increasing economic growth and improving access to credit with the aim 

of reducing poverty, the connectionlinking the financial sector, economic growth and poverty reduction 

has become topical issues of debate among recent researchers and policymakers since the manifestation 

of inconsistencies between theory and the results of practical policy implementation with regard to the 

The last graph depicts a shock to poverty which is shown to have positive effect in the short run but 

negative effect in the long run. Its graph cascades relentlessly till the end of the time horizon as the 

Thus, a decrease in thefinancial sector developmentnecessitates a rise 

in poverty level and an increase in financial sector developmentengenders a fall in poverty rate 

whileshocks to GDP are found to have little or no effect on the poverty level. This is contrary to the 

Yu and Bernard, (2018) which find out that growth of financial development led to 
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5.0 CONCLUSION 

The findings of the study imply that policies targetingaugment

access to credit tend to bring about poverty reduction. It is indicated thateffort to reduce poverty would 

engender economic growth and enhance financial deepening in Nigeria. Likewise, an improved 

financial sector development in Nigeria has not translated significantly to an increased economic 

growth for the country. It is concluded that growth of financial is associated with the real economic 

growthby providing financial resources for the production factorsto stimulate pr

increase job opportunities and reducethe rate poverty. It is recommended that more access to finance 

should be broadened as this will increase the productive capacity level and lift many people out of 

poverty. 
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