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Abstract. This study analyzes the influence of financial development and globalization on the gender inequal-
ity index in emerging Islamic countries. The sample of this study is Islamic countries with emerging market
categories, including Malaysia, Indonesia, Tiirkiye, Saudi Arabia, Pakistan, Qatar, Egypt, Nigeria, and Iran.
These countries are sampled in this study based on the magnitude of their GDP in the Islamic emerging coun-
tries group. The analysis technique in this study uses a panel data regression. The results show that financial
institution access, depth, and efficiency, as well as the KOF globalization index are proven to be able to reduce
the gender inequality index. Expansion of the network of financial institutions to remote areas is deemed to
improve access for women, with special attention to women in emerging Islamic countries.
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Introduction

Gender inequality remains one of the worst issues hindering social and economic de-
velopment in various countries, especially in developing countries. Gender inequality
means an unequal distribution of wealth, power, and benefits between women and men.
The Gender Inequality Index (GII) reflects the level of gender inequality in three main
dimensions, namely health, empowerment, and participation in the labor market. This
inequality not only creates barriers for women to access equal opportunities, but also
affects the productivity and economic stability of a country. In the tradition of Islamic
thought, there is a general consensus that men and women were created by God with
equal status (Syed & Ali, 2019).

Financial development, which includes institutional access, depth, and the efficiency
index, has great potential in reducing gender inequality. In the study by Kanat et al. (2023),
investigating the impact of financial development on gender inequality and poverty in
the context of Pakistan, long-term estimates show that financial development reduces
gender imbalances. Financial institution access allows women to access economic re-
sources, which is essential for empowering them economically. In emerging markets,
many households and small businesses have limited access to formal financial services
(Tsouli, 2022). According to Le Quoc (2024), financial development directly affects the
economy and empowers economic actors — especially women who may face barriers
to formal financial services — by providing avenues for the provision and utilization of
capital, thereby optimizing economic resources. Meanwhile, financial efficiency ensures
that resource allocation is carried out optimally without gender discrimination.
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Figure 1. Gender Inequality Index in Emerging Islamic countries. Source: Our World in Data (2024)
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In addition to financial development that is able to overcome gender inequality, external
factors, such as globalization, also play an important role in influencing gender inequality.
One of the most commonly used globalization indices is the KOF Globalization Index (KOF-
GI) which covers economic, social, and political dimensions. Globalization plays a major
role in accelerating economic and social development through trade, foreign investment,
and technology transfer. On the other hand, the process of globalization can magnify gender
inequality, especially when women do not have adequate access to economic resources, or
when cultural norms limit their participation in the public sector and the job market.

This research will focus on Islamic countries that are included in the emerging market
category, namely, Malaysia, Indonesia, Tiirkiye, Saudi Arabia, Pakistan, Qatar, Nigeria,
and Iran. Previous literature tends to highlight gender inequality in developed or devel-
oping countries, while Islamic countries with emerging market categories are still lim-
ited. The novelty of this research lies in the relationship between financial development
which includes access, depth, and efficiency of financial institutions to gender inequality
in Islamic countries. The hypothesis of this study is that the development of the financial
sector and globalization have an influence on gender inequality in developing Islamic
countries, with the financial sector having the potential to reduce the negative impact of
globalization on gender inequality.

The rest of this study is explained as follows. The second part will explore theories
and concepts related to this research. The third section will describe the data and methods
used in the paper. The fourth part will discuss the results. The fifth section will provide
the conclusions and suggestions yielded by the paper.

Literature Review

The concept of gender inequality

GII reflects gender-based disadvantages in three dimensions — reproductive health,
empowerment, and the labor market — for as many countries as possible wherever good
quality data allows (Human Development Report, 2024). This indicates the loss of human
development potential due to the inequality between the achievements of women and men
in these dimensions. It ranges from ‘0’, where women and men have the same fate, to “1°,
where one gender has the worst possible fate in all the dimensions measured.

Gender inequality limits women’s social interaction, independence, as well as their
access to new information, which adversely affects their self-esteem and ability to express
themselves. This inequality has an important impact on two main aspects of parenting:
the physical and mental health of mothers and their autonomy over household resources
(World Health Organization, 2024).

In the economy, gender inequality can be seen through wage gaps, women’s partic-
ipation in the labor force, and women’s limited access to financial resources and entre-
preneurial opportunities. Women’s participation in the workforce also tends to be lower
than that of men, which is influenced by factors such as cultural norms, unequal domestic
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responsibilities, and a limited access to skills training and higher education. These barriers
not only harm women, but also limit the overall economic growth potential, as research
shows that gender equality in the workplace can increase productivity and innovation
(Chung & Lippe, 2020).

Financial development concept

The financial sector promotes economic growth through capital accumulation and techno-
logical advancement by increasing savings levels, mobilizing and accumulating savings,
generating information about investments, facilitating and encouraging foreign capital
inflows (World Bank, 2016). In emerging market countries, the financial sector is often
not fully mature, and it does not support sustainable economic growth (Hidayat et al.,
2023). Emerging market countries play a strategic role in international financial dynamics
(Nurhaliza et al., 2024). Countries with more advanced financial systems tend to show
more rapid economic growth. Various studies state that economic growth and financial
development have a causal relationship.

The development of the financial sector plays an important role in reducing poverty
and social inequality (Younsi & Bechtini, 2020). By expanding access to financial ser-
vices for the poor and vulnerable, the financial sector is expected to be able to help them
manage risk, reduce their vulnerability to economic shocks, and increase investment and
productivity, which will ultimately increase people’s incomes.

Financial development is divided into three dimensions, namely depth, access, and
efficiency (Badircea et al., 2023). FID is measured by macroeconomic variables such as
domestic credit to the private sector as a percentage of GDP, a measure of money supply,
and stock market indicators. FIA refers to the ability of individuals and businesses to ac-
cess the financial services they need, such as savings, loans, and payment services. FIE is
concerned with how well the financial sector can provide financial services at an efficient
cost and with the optimal allocation of resources. It includes measurements of the net
margin, overhead costs, financial sector profitability, the market itself, and market liquidity.

KOFGI concept

The KOFGI is a composite index which measures globalization along the economic,
social, and political dimensions for almost every country in the world on a scale of 1 to
100. Currently, the index covers the period from 1970 to 2016 (Haelg, 2020). The KOFGI
was first introduced in 2006. Some of the variables from the 2007 version of the KOFGI
were replaced, and many new variables, particularly those that measure the de jure char-
acteristics of globalization, were introduced. The total number of underlying variables
has increased from 23 to 43 compared to the previous version of the index (Gygli et al.,
2019). The selection of the KOF Globalization Index in this study is based on its superi-
ority in measuring globalization more comprehensively than other indices. The index not
only considers economic aspects such as trade and investment, but also relevant social
and political dimensions in analyzing structural changes in developing Islamic countries.
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The three components of globalization include economic, social, and political aspects.
Economic globalization is measured through real flows of trade, foreign direct investment
(FDI), and portfolio investment, as well as the restrictions that apply to these flows. Mean-
while, social globalization is reflected in the spread of ideas, information, images, and
people’s movements. This is estimated through a variety of indicators, such as international
telephone traffic, money transfers, tourism, foreign population, and international mail; infor-
mation flows (the number of Internet users, television ownership, newspaper trade); as well
as cultural proximity (the number of McDonald’s restaurants, Ikea stores, and book trade).

Data and method

This study examines the influence of FIA, FID, and FIE as well as the KOFGI on GII.
The population in this study is Islamic countries, while the sample is Islamic countries
with emerging market categories, including Malaysia, Indonesia, Tiirkiye, Saudi Arabia,
Pakistan, Qatar, Egypt, Nigeria, and Iran. These countries are sampled in this study based
on the magnitude of their GDP in the Islamic emerging countries group. This study uses
panel data, with a series from 2003 to 2022.

Table 1. Variable Operational Definition

Variable Definition Source

The index covers three dimensions: reproductive health,

GII . Our World in Data
empowerment, and economic status.
The depth of financial institutions can be measured through several

FID variables, such as the private sector credit ratio, the asset ratio IMF

of financial institutions, the M2 ratio, the deposit ratio, and the
contribution of the financial sector’s gross added value to GDP.

Access to financial institutions can be measured through several
variables, such as the number of accounts per 1,000 adults in
FIA | commercial banks, the number of branches per 1,000 adults in IMF
commercial banks, and the percentage of the population with bank
accounts based on user surveys.

Institutional efficiency is assessed by using net interest margins,
the difference between loans and deposits, non-interest income

FIE |to the total revenue, operating costs as a percentage of the total IMF
assets, profitability measured by ROA and ROE, and the Boone or
Herfindahl index.
The KOFGI measures the economic, social, and political dimensions | KOF Swiss Economic
KOFGI L .
of globalization. Institute

Source: Author’s Compilation (2024)

Equation (1) is an econometric model in this study. This model is linear because it
uses a panel linear regression approach. This model is commonly applied in economic and
financial studies in analyzing the relationship between the variables. Linearity was chosen
because it allows for a simpler interpretation and an efficient estimation of parameters.
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Gender, =B, + B, FIAit+ B, FID, + B,FIE, + B, GI_KOF, + ¢, (1)

where: f is a constant; access is the FIA; depth is the FID; efficiency is the FIE; GI KOF is
globalization index by KOF; i is the cross-section; ¢ is the time series; and e is the error term.

This study uses a panel data regression analysis technique using three approaches,
namely, common, fixed, and random effect models. In choosing the best method, this
study uses the Chow, Hausman, and Lagrange multiplier (LM) testing.

Results and discussion

Movement of Gender Inequality Index

Inequality not only hinders the full realization of human potential but also hinders the
overall economic growth and stability (Alawin & Sbitany, 2019). Based on Figure 2, Saudi
Arabia shows fluctuating data. Saudi Arabia is one of the countries with the highest gender
gap in the world, reflecting the high gender gap in economic and political empowerment
(Syed et al., 2018). In 2013, GII showed a significant decline in Saudi Arabia as a result
of the reforms under the leadership of Salman, which overhauled the position of women
in the Saudi society. In 2017, a number of pro-women policies were introduced. This
reform allows women to drive, access public facilities, as well as actively participate in
the economy without male guardians (Topal, 2019).

Since 2017, Qatar has shown a significant decline in GII. According to the World Eco-
nomic Forum (2017), more women occupy positions as legislators, senior officials, and
managers. This shows an improvement in women’s access to high-quality jobs. In terms
of education, more women completed secondary and tertiary education, which improved
the scores of Qatar in the Educational Attainment sub-index.

In recent years, Nigeria is denoted by the highest score in GII, and it shows no de-
cline. Historically, in Nigeria, certain tribes treated men favorably in terms of economic
empowerment and heritage. Women are considered suitable for working in the kitchen
and helping with work in the fields (Adeosun & Owolabi, 2021). This makes them de-
pendent and submissive to men. In Nigeria, women dominate the unpaid work sector,
by generating double the figure for men. Pakistan showed a fairly high GII, but it began
to decline. The Pakistan society is still being affected by a strong patriarchal structure.
However, there are several efforts in Pakistan, such as the Alternative Learning Program
(ALP) which provides alternative education for children who are not enrolled in formal
schools, including girls (Pasha, 2024).

Iran, Indonesia, and Egypt showed a slight downward trend in the GII scores. Iran’s
gender inequality is greatly influenced by the Sharia Law which restricts women’s rights
in social and political aspects, including the obligation to wear the hijab and restrictions on
women’s participation in politics and certain sectors of activity. Meanwhile, in Indonesia,
women’s rights to work still clash with the role of women in the public sector. Currently,
discrimination against women is still very visible in the world of work (Larasati, 2021).
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Figure 2. GII in emerging Islamic countries. Source: Our World in Data (2024)

Tiirkiye showed a significant decrease in GII compared to the other countries studied.
Tiirkiye is proven to have a higher ratio of women regarding participation in scientific
research and teaching. Malaysia has the lowest GII and is on a downward trend. Women’s
account ownership rates in Malaysia are higher compared to East Asia and Pacific and
upper-middle-income groups (World Bank, 2023).

Movement of financial institution access

Better access to financial services can improve a company’s ability to access funds for
investment (Hidayat & Shodrokova, 2024). Based on Figure 3, Iran, Tiirkiye, and Indone-
sia show the highest upward trend in the FIA index. Iran has implemented reforms in the
banking and financial sectors in an effort to increase financial inclusion. Tiirkiye is taken
forward by economic policies that support the digitalization and technological integration
of the banking sector. Indonesia, through government programs such as financial inclu-
sion and fintech development, has succeeded in increasing access to financial services in
various regions (Rufaidah et al., 2023).

Saudi Arabia, Qatar, and Malaysia also show an upward trend, but not as high as
the three countries discussed above. Saudi Arabia, with programs such as the Financial
Sector Development Program under the 2030 vision, aims to increase financial access for
the public (Noreen, 2024). Qatar has invested in modernizing the banking and financial
technology sectors, as well as introducing various policies to encourage financial inclu-
sion (Dahdal et al., 2020). Meanwhile, Malaysia has been increasing access to financial
institutions through the fintech and microfinance sectors.
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Figure 3. FIA in emerging Islamic countries. Source: IMF (2024)

Egypt, Nigeria, and Pakistan showed the lowest FIA and tended to be flat. The main
challenges facing Egypt are its limited infrastructure, political tensions, and economic
problems (Hertog, 2017). Nigeria, as one of the most populous countries in Africa, faces
a major challenge in terms of unequal access in various regions. The high dependence
on the informal sector and the lack of trust in the banking system have led to individuals
and small businesses not having access to banking and other financial products (Etim &
Daramola, 2020).

Movement of financial institution depth

Based on Figure 4, Malaysia leads the FID score in emerging Islamic countries. As an
emerging country with a Muslim majority, Malaysia is relatively more mature, with
many financial products such as sukuk and sharia bonds that allow investors to engage
in financial instruments that are in accordance with the sharia principles. Bank Negara
Malaysia (BNM) also plays an active role in improving the stability and sustainability
of the financial system.

Qatar shows a significant increase in FID. Qatar’s Third National Development Plan
(2024-2030) prioritizes financial services as part of the country’s economic diversification
plan. These goals include maintaining a high standard of living for all Qatari citizens,
promoting and expanding domestic capacity for innovation and entrepreneurship, and
aligning economic outcomes with economic and financial security (Al-Sulaiti et al., 2024).

Tiirkiye and Nigeria show low FIDs, experiencing a gradual upward trend. Tiirkiye
often experiences high economic volatility, especially related to fluctuations in the Turk-
ish Lira’s exchange rate, high inflation, and external pressures on the financial sector
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(Ozkaya & Altun, 2024). The financial system in Tiirkiye is still dominated by banks,
while the capital market is less developed. However, Tiirkiye has introduced various
policies with the objective to reduce dependence on the banking system and increase
the role of the non-bank financial sector. Meanwhile, in Nigeria, despite having a sizable
banking sector, public access to financial services is still limited. According to data from
the Central Bank of Nigeria and the Global Findex, the percentage of the population
that has a bank account is still relatively low compared to other developing countries
(Demirguc-Kunt et al., 2018). In addition, MSMEs in Nigeria face major challenges in
gaining access to credit. Banks prefer to provide loans to large companies or sectors that
are considered to be lower risk.
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Figure 4. FID in emerging Islamic countries. Source: IMF (2024)

Iran, Saudi Arabia, and Indonesia show a similar trend, with a slight upward motion.
Iran has focused on strengthening the financial system through reforms that respond to
domestic needs and external challenges. However, there are obstacles, such as international
sanctions, limiting growth. Saudi Arabia, through its Vision 2030, reduces dependence on
oil by developing financial markets (Nurunnabi, 2017). Indonesia, through its Vision 2045,
focuses on improving the financial sector, banking assets, and other financial services.
One of them is the National Strategy for Financial Inclusion (SNKI) (Soedarmono et
al., 2019). Egypt and Pakistan showed a downward trend in FID. Egypt has been facing
economic problems such as inflation. Whereas, Pakistan suffers from major political
instability, economic volatility, and informal economy.
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Movement of financial institution efficiency

FIE measures how efficiently financial institutions in a country manage resources to provide
services and generate profits. Based on Figure 5, all emerging Islamic countries studied
have been showing an increasing trend. Qatar and Malaysia are the highest in the FIE
scores. Qatari banks have improved the management of lower operating costs, due to an
increased efficiency in operations. Qatar Central Bank (QCB) has introduced a policy to
digitize payment systems and fintech, which reduces bank operating costs (Ali & Singh,
2024). Malaysia, through the Financial Sector Blueprint (FSB) initiative, has improved
the efficiency of its banking system.

Pakistan, Iran, Indonesia, and Tiirkiye showed a flat trend, with Tiirkiye being more
volatile. Net interest margins in Pakistan tend to be low and less stable, due to the reliance
on financing from expensive external sources, as well as the relatively high rate of bad loans.
Iran’s banking system is still trying to improve efficiency due to its reliance on the country’s
industry and international sanctions that limit innovation. Indonesia has a stable banking
system. In addition, Indonesia continues to strive to increase non-interest income through
digital financial service innovation. Credit restructuring by large banks is often carried out to
reduce the risk of bad loans, such as during the times of COVID-19 (Damayanthi et al., 2022).
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Figure 5. FIE in emerging Islamic countries. Source: IMF (2024)

Egypt shows a slight upward trend in the FIE, with the FIE level ranging between 0.60 and
0.75. The Central Bank of Egypt has strengthened its financial inclusion strategy, including
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the strengthening of digital banking services and electronic payment systems. Economic
reforms that began in 2016 with the support of the IMF have helped improve the competi-
tiveness of Egypt’s financial sector. However, Egypt still faces problems in the urban-rural
gap, since financial access is still concentrated in urban areas. Furthermore, according to
Hassouba, (2023), in Egypt, incentives for firms and small households to use deposits and
other financial products are not strong enough. The minimum amount of mandatory savings
is high enough to prevent the poor(er) population from engaging in the banking system.

Nigeria is showing a fairly high upward trend in the FIE. On the other hand, Saudi
Arabia is the lowest in FIE with an upward trend. Nigeria is strengthening the banking
sector with increased banking regulations and an increased supervision. This supports
the increase in NIM. Innovations, such as mobile banking and digital payments, are im-
proving the access to and efficiency of financial services. In terms of the Saudi Arabia
banking sector, changes in oil prices greatly affect the income stability and slow down
the improvement of the operational efficiency of its banks.

Movement of KOFGI

The consequences of the era of globalization will have great implications for economic
development (Hidayat et al., 2021). Globalization is accompanied with changes in the
role of institutions, society, businesses, countries, and international organizations (Kuz
& Miskinis, 2021). Based on Figure 6, the KOFGI in emerging Islamic countries shows
an increasing trend. Malaysia is the highest in the KOFGI. However, despite Malaysia
being in the top position, Qatar shows a very significant upward trend in this index. This
is attributed to several policies that support Qatar’s integration into the global economy
and politics, as well as massive investments in the infrastructure and the energy sector
that strengthen international relations. In 2010, Qatar became the world’s number one
exporter of liquefied natural gas (LNG). During the same period, Qatar also established
itself as a diplomatic player with proactive and multidimensional foreign policy engage-
ments (Miller, 2020).

Tiirkiye shows the third highest KOFGI in emerging Islamic countries. Tiirkiye has
adopted a policy of encouraging its openness to the global economy through trade agree-
ments and its strategic position at the crossroads of Europe and Asia (Glineylioglu, 2022).
Tiirkiye also promotes cultural diplomacy by hosting various international events. The G20
organization, NATO, and the United Nations make Tiirkiye an important factor in the world.

Egypt, Indonesia, and Saudi Arabia showed a flat trend. Although all three have large
economies, domestic policies, political issues (for example, in Saudi Arabia and Egypt)
limit the progress in globalization. Saudi Arabia maintains a stable level of globalization
compared to other countries in the MENA region. These three countries are the main
members of the Organization of Islamic Cooperation (OIC). Indonesia strengthens its
involvement in the global trade and foreign investment. The NEOM project in Saudi
Arabia was designed to help the country become a global center for innovation, business,
and technology (Aldusari, 2023).
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Figure 6. KOFGI in emerging Islamic countries. Source: KOF Swiss Economic Institute (2024)

Nigeria, Iran, and Pakistan are the lowest in the KOFGI. Nigeria relies heavily on oil
exports, which limits economic diversification and the development of other sectors that
can support global integration (Anyachie & Areji, 2015). Iran is hampered by international
sanctions that affect its trade flows. Pakistan and Iran have political systems that restrict
social exchanges.

Estimated results

Table 2 presents the results of the unit root test using the Augmented Dickey-Fuller (ADF)
method intended to examine the stationarity of the variables. The results show that all
variables are statistically significant and stationary at the level, without the need for
differencing. This is indicated by the significant ADF statistics at level for all variables:
Gender was found to be significant at the 5% level, whereas FIA, FID, FIE, and GI_KOF
were all significant at the 1% level. Therefore, all variables are categorized as 1(0), or
integrated at order zero. This implies that the data meet the requirements for applying a
static panel regression analysis, such as the Fixed Effect Model (FEM), without the need
for further transformation.

Based on Table 3, the Chow test with a value of 0.00 is more fixed effect than pooled
OLS, which means that this model is better at handling differences between individuals.
The Hausman test chose a fixed effect over random effect. Hence, the best model in this
study is FEM.
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Table 2. Unit root test

Augmented Dickey Fuller
Variable
Level 1%t Difference
Gender -2.3032%* -4.0561%**
FIA 35.519%** 39.9971***
FID 5.0398%** 8.7544%**
FIE 37.488*** 75.588***
GI KOF 74.700%** 34.601%**
Notes: *, ** and *** show significant levels at 10%, 5% and 1%
Source: Author’s Calculation (2024)
Table 3. Model estimation results
Variable Coefficient Std. Error t-Statistic Prob.
C 1.250 0.131 9.481 0.000%**
FIA -0.160 0.044 -3.597 0.001***
FID -0.403 0.166 -2.419 0.016**
FIE -0.287 0.105 -2.719 0.007***
GI KOF -0.007 0.002 -3.338 0.00 1 #**
R-squared 0.863
Adjusted R-squared 0.853
F-statistic 87.860
Prob(F-statistic) 0.000
Cross-section Effect Model Selection Test
Indonesia_ -0.023 Chow Test 0.000 Fixed Effect
Malaysia 0.138 Hausman Test 0.000 Fixed Effect
Turkey -0.110 LM Test 0.000 Random Effect
Saudi Arabia -0.051
Pakistan -0.039
Qatar 0.109
Egypt -0.013
Nigeria 0.013
Iran_ -0.023
Classical Assumption Test
Normality Test 0.1878
Jarque-Bera 3.3446
Heteroscedasticity Test
C 0.000916 0.000744 1.232354 0.2195
Access 0.000261 0.000279 0.936960 0.3501
Depth -0.000421 0.000918 -0.457966 0.6476
Efficiency 0.000147 0.000417 0.351486 0.7257

115



ISSN 1392-1258 eISSN 2424-6166 Ekonomika. 2025, vol. 104(3)

Variable Coecfficient Std. Error t-Statistic Prob.
Multicollinearity Test
Access Depth Efficiency GI_KOF
Access 1 0.1735 0.0159 0.2395
Depth 0.1735 1 0.3759 0.6457
Efficiency 0.0159 0.3759 1 0.2164
GI_KOF 0.2395 0.6457 0.2164 1
Residual Cross-Section Dependence Test

Test Statistics d.f. Prob
Breusch-Pagan LM 28.02571 36 0.8263
Scaled LM marketing -0.939779 0.3473
Bias-corrected scaled LM -1.176621 0.2393
CD Marketing 0.575080 0.5652

Source: EViews, data processed (2024)

All of the independent variables showed probability levels below alpha 5 and 10
percent, which means that they all had a significant effect. The value of the constant is
1.251, from which, it follows that if the values of FIA, FID, FIE and KOFGI are all zero,
then, the prediction value for the dependent variable is 1.251. The FIA with a value of
-0.1603 indicates that if the access increases by one unit, the GII variable will decrease
by 0.1603, assuming that the other variables remain constant. The FID coefficient is
-0.4039, indicating that every unit of increase in depth will reduce the GII value by
-0.403 assuming that the other variables are constant. The FIE variable has a coefficient
of -0.2877, which means that if there is an increase in FIE by one unit, then, GII will
decrease by 0.287. The KOFGI shows a coefficient of -0.007 which indicates that an
increase in KOFGI by 1 unit will decrease the GII score by 0.0073. The results of this
calculation are in accordance with the hypothesis and variable movement discussed in
the previous section.

Based on the results of the normality test, the results showed that the probability value
was 0.1878, which was higher than the significance level of 0.05 percent. This indicates
that the residual in the model is normally distributed. The heteroscedasticity test showed
probability values for all variables above 0.05, which means that the residual variance
was constant, and that the model met the assumption of homoscedasticity. Meanwhile, the
multicollinearity results showed that all correlations between the variables were below
0.08, suggesting that there were no serious multicollinearity problems in the model. The
cross-section dependence test is also used to determine if there is a dependency between
cross-section units in the panel data. The Breusch-Pagan LM, Pesaran, bias-corrected
scaled LM, and CD Pesaran tests showed a probability of more than 0.05 each. This means
that the assumption of independence between cross-sections is met.
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Discussion

FIA on gender inequality

The FIA index is able to significantly reduce gender inequality in emerging Islamic
countries. The Islamic financial system often offers products that are more accessible to
women, by adhering to the sharia principles that are in accordance with Islamic religious
values. Financial products, such as sharia microfinance, allow women to obtain capital
without having to be involved in transactions that are considered saram in Islam such as
riba or interest (Rovera, 2022). Fintech has a big role to play in providing financial access
without requiring women to leave the house. Islamic finance apps, like Zapp Islamic,
enable transactions in accordance with the Islamic principles, fintech enables women in
countries with more conservative social norms to continue to access financial services
easily and without violating religious rules (Bakri et al., 2023; Pati et al., 2021). Saudi
Arabia, with its strong sharia-based financial system, has implemented policies that are
more open to women in the economic sector.

An increased access to better and more transparent credit information means that
women can have a greater chance of getting loans and financial services compared to
earlier periods. Countries that have a large educational gap between women and men tend
to have greater inequality in access to financial services. Low education levels achieved
by women reduce their ability to understand and access existing financial services. Ac-
cording to Morsy (2020), achieving gender equality in financial inclusion is a crucial step
in unlocking resources for economic empowerment and growth by expanding access to
economic opportunities for the broader society. It is also important at the micro level, as
it improves women'’s lives by giving them a voice and improving their decision-making
abilities.

FID on gender inequality

The FID index shows a negative and significant influence on GII in emerging Islamic
countries. FID is directly related to the availability of diverse and in-depth financial
services, helping in lowering gender inequality. When women have a greater access to
microloans, insurance, and financial services, they are more enabled to participate in eco-
nomic activities, such as building businesses and managing household finances. In many
emerging countries, especially Islamic countries, women often face barriers to accessing
deeper financial services. Specifically, it emphasizes the importance of increasing financial
inclusion as a strategy to decrease gender inequality and boost economic growth. The
principle of gender justice in Islam affirms that men and women have the same rights and
responsibilities in various aspects of life. Research by Baeshen et al. (2023) shows that
economic strength, social and institutional environment, as well as banking and technol-
ogy market conditions are one of the determining factors for reducing gender inequality.

Pakistan has a program, called Kamyab Jawan, that provides financing for women’s
small businesses (Shah & Ahmad, 2024). Sharia-based banks, such as Meezan Bank,
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have launched financial inclusion products designed for women. Indonesia has a thriving
Islamic finance sector with a focus on financial inclusion, but the challenge is financial
access for women in remote areas. Malaysia has a more mature financial system than other
Islamic countries. Digital services, such as e-wallets, also expand women’s access to the
financial system. Takaful and Karama represent a social program that provides women
with access to financial services in Egypt. A large Muslim population has a developing
Islamic financial system. Sharia-based financial developments, such as Jaiz Bank, help
increase women’s access to sharia financing.

FIE on gender inequality

The results show that FIE is able to reduce the GII value in emerging Islamic countries.
The efficiency of financial institutions in providing fast, cheap, and easily accessible
services will increase financial inclusion for women. With more efficient operational
activities, transaction costs will be lower, and more services will be available for women,
especially in remote areas. Financial institutions are required to operate with the principles
of transparency and accountability, helping to create a fair system for women in accessing
financing. Disclosure of information and clear policies in profit-sharing financing can
reduce uncertainty and potential exploitation (Supriatiningsih, 2018). With a clear and
transparent structure, employees are able to understand the products and services offered,
thereby increasing their trust and participation in the financial sector.

Many Islamic financial institutions are directly involved in social empowerment
through financing that focuses on poverty reduction and improving the quality of life,
especially for women. Through wagqf, zakat, and sadaqah financing, financial institutions
participate in skills training, education, and micro business support (Diniyya, 2019).
Islamic financial institutions not only focus on financial gain, but also invest in social
causes and women’s empowerment, which, in turn, is able to reduce gender inequality.
Efficient financial institutions can develop microfinance programs, offering small loans
to women with the objective to start their own businesses. With low operating costs and
high non-interest income, financial institutions can reduce barriers for low-income women
to access financing. Malaysia has policies that encourage women to start businesses, such
as the Women Entrepreneur Financing Scheme which offers low-interest financing for
women (Andrew et al., 2024). In Pakistan, the Poverty Alleviation Fund (PPAF) provides
microloans to women (Ali et al., 2023).

KOFGI on gender inequality

The KOFGI is able to significantly reduce GII. Economic globalization is able to increase
trade, investment, and capital flows between countries. This allows opening up access
to women to the international job market, allowing them to have better jobs, expand
career options, and get more equal salaries. Countries with higher levels of globalization
also tend to have better access to technology and innovation. This technology will help
women in developing their skills and participating in more modern sectors of the econ-
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omy. Foreign investment can be allocated in education and health, which helps women
acquire the skills and knowledge needed to work in the formal sector. Women have been
shown to experience discrimination in Muslim-majority countries. For example, girls and
women experience discrimination in the education system and the labor market, as well
as in electoral participation.

From the social dimension, the existence of information transfer, cultural exchange,
and international social networks can lead to an increased awareness of women'’s rights.
Countries that are more globally connected are more likely to adopt gender equality val-
ues and introduce policies that are more supportive of women. In social globalization, it
also allows the spread of ideologies and movements that support gender equality. From
the political side related to international cooperation, multilateral organizations and in-
ternational agreements also encourage gender equality. Countries that are more open to
democratic governance tend to provide more opportunities for women to participate in the
policy-making process. Political globalization brings positive things, such as the efforts
by the United Nations, which supports women’s empowerment.

Malaysia, as a more globally integrated country, has policies that support women in
education, health, and work. Indonesia has also experienced an increase in employment
opportunities for women thanks to the influence of globalization. Thus, these countries
have been helping women in increasing their income. Studies show that, in Pakistan, there
are differences between women and men in terms of health, education, income opportu-
nities, employment both at home and abroad, personal security, control over assets, and
participation in politics (Ashraf & Ali, 2018).

The number of women entering the workplace in Saudi Arabia and other Middle
Eastern countries has been increasing. Patriarchal structural traits are changing in Mid-
dle Eastern societies and workplaces, but women’s experiences of gender segregation,
underrepresentation, and exclusion still involve challenges (Aldossari & Calvard, 2023).
However, Islam encourages both men and women to seek knowledge. Saudi Arabia sup-
ports globalization, and its Vision 2030 opens higher education opportunities for women
with Islamic norms. In Qatar, the female labor force participation rate remains low despite
an increase in higher education, where women are better educated yet less active in the
job market (Zweiri & Al Qawasmi, 2021).

Conclusion

This study shows that financial institution access, depth, efficiency, and KOFGI all have
a significant role in reducing gender inequality in developing Islamic countries. These
results are in accordance with the proposed hypothesis. Access to inclusive financial insti-
tutions, sharia-based financial products, and the adoption of fintech have helped women,
especially in countries with conservative social norms, to participate in the economy
without violating religious rules. The depth and efficiency of financial institutions also
expands women’s opportunities to access diverse and affordable financial services, such
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as microfinance and zakat, that support their economic empowerment. Globalization
plays an important role through improving women’s access to international job markets,
education, and technology, as well as strengthening gender equality policies through
multilateral cooperation and cultural exchanges.

Emerging Islamic countries need to improve inclusive and sharia-based financial in-
frastructure, including the expansion of digital financial services in remote areas. Policies
that encourage women’s financial inclusion, such as sharia-based microfinance programs,
must be strengthened and integrated with financial education to increase women’s literacy.
In addition, international cooperation needs to be increased to encourage the adoption of
policies that support gender equality, including through global organizations such as the
United Nations. The government is also advised to encourage foreign investment focusing
on women’s education and health, so that they are better prepared to face the challenges
of globalization and contribute to sustainable economic development.
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