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DISSERTATION

Title: The Role of Finance in Economic Development, Income Inequality and Poverty Re-
duction

Dissertation adviser: Massimo Riccaboni (IMT Lucca), Ceyhun Elgin (Bogazici University),
and Massimiliano Onorato (IMT Lucca)

Dissertation abstract: The financial sector is seen as performing critical functions in facil-
itating economic growth and, both directly through broadening access to finance and indirectly
through growth, contributing to reductions in inequality and poverty by mobilizing savings,
facilitating payments and trade of goods and services, and promoting efficient allocation of
resources. In my dissertation, I analyze the role of finance in economic development, income
inequality and poverty reduction by differentiating between banks and stock markets. I also
study the impacts of these two components of the financial sector, from both theoretical and
empirical points of view. The first chapter of my dissertation examines the impact of finan-
ctal development on economic growth across income levels by providing empirical analyses
for a large panel of countries. The second chapter studies the role of finance in income in-
equality by building an occupational choice model under financial market imperfections. The
second chapter also provides empirical analyzes for the relationship between financial devel-
opment and income inequality, which is measured by the net Gini coefficient, for a sample
of developed and developing countries. The third chapter analyzes the link between banks,
stock markets and poverty reduction by providing empirical evidence for a panel of emerging
countries.
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