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Women empowerment refers to the ability to make economic, 

political, cultural and social choices by women as per their 

own will. Globally women face difficulties in exercising their 

right to choose their destiny which is even more challenging 

in developing economies as there are limited opportunities for 

women. Realizing the gravity of the issue the United Nations 

has placed women empowerment and gender equality as its 

5th goal of the United Nations Sustainable Developing Goals 

(UN-SDGs). The study postulates the intriguing relationship 

of tourism development (TD) and financial inclusion (FI), 

while governance (GOVI) deployed as moderating variable. 

The study employed panel data of 39 developing economies 

for the years 2004-2020. Gender inequality index (GII) serves 

as a measure of women empowerment. The study employs 

Driscoll and Kraay (DK) standard error technique, as it 

addresses the issues of cross-sectional dependency, serial 

correlation and heteroskedasticity. The findings of study 

revealed that financial inclusion, governance and tourism 

development has a robust influence on women empowerment. 

Solid governance practices that are defined by inclusive 

policies are recommended in study to reduce gender 

inequalities and promoting the empowerment of women. 
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1. Introduction 

Women have suffered more than any other marginalized group in the world. They have endured a 

variety of ill-treatment, including assault, poverty, rape, and famine (Hemachandra et al., 2020). 

Women are subjected to subservience and deprivation on a variety of social, political, cultural, and 

religious levels across the globe, especially in developing economies (Bayeh, 2016; Dr Tanu Tandon, 

2016; Völker & Doneys, 2021). They are treated unfairly and denied participation in the democratic 

processes of their separate economies. If fifty percent of the public does not engage in the decision-

making process, democracy loses all value (Duflo, 2012; Kumar, 2022; Nandedkar, 2019). 

Acknowledging and addressing women empowerment becomes essential in promoting holistic and 

sustainable development on a national and international scale. The Beijing Conference (1995) gave rise 

to a growing movement towards women's empowerment. The Beijing Declaration (1995) highlights 

women empowerment as a crucial factor in development approach. To achieve equality, growth, and 

peace, the women must be given equal rights and be able to fully participate in all areas of society 

(Bushra & Wajiha, 2015; Jade & Ramchurjee, 2014; Khalil, 2018). 

 

 
1
Lecturer, Department of Economics, The Government Sadiq College Women University, Bahawalpur, Pakistan 

sadia.mahwish@gscwu.edu.pk  

mailto:sadia.mahwish@gscwu.edu.pk


Political Horizons, 2(2), 2024  Mahwish 

176 

 

The term women empowerment has been defined by scholars in different ways. Some defined it as the 

capability to make choices about their welfare on their own terms (Ferguson & Alarcón, 2015; Kabeer 

& Natali, 2013; Kabeer & Nations, 1999). The ability of women to participate in a creative activity that 

grants them some degree of financial autonomy is necessary for the economic component of 

empowerment (Addai, 2017; Kara et al., 2021). Women empowerment means to make it possible to 

control and obtain access to resources, both financial and informational (Dar, 2020). The 5th Sustainable 

Development Goal is gender equality and to empower all girls and women. This objective is vital human 

right and it also serves as an indispensable element of a global community (UN, 2022).  

 

In general, and in developing countries particularly, the discussion and debate about women 

empowerment is becoming increasingly popular. Women are more vulnerable in developing countries 

for a variety of reasons, some of which include low-wage jobs and limited financial resources (Islam, 

2014). Another sad picture that adds to the misery of a woman's life is the loss of her male partner or 

the separation from their relationship. Because the financial opportunities offered to women are limited, 

they are compelled to manage with the resources at their disposal (Abrar, 2019; Akhunzada & Khattak, 

n.d.; Dar, 2020; Parveen & Leonhäuser, 2004).  

 

Moreover, they are unable to secure credit from financial institutions due to their lack of verifiable 

income to establish their ability to repay. In many developing countries, women experience several 

challenges including malnutrition, limited access to school, high unemployment rates, and limited 

access of finances (Biswas, 2018; Jamal et al., 2016; Rashid, 2022). 

  

 
Fig 1: majority of unbanked adults are women. 

 

Globally, women shoulder a disproportionate burden of unpaid care work, dedicating two to ten times 

more hours than men (Abbas et al., 2021). Additionally, among those lacking literacy skills and living 

in poverty worldwide, women constitute 65% and 70% of the respective populations (UNWTO, 2022) 

. Shockingly, only 1% of the total assets of world are held by women, highlighting significant economic 

disparities (UNWTO, 2021). Moreover, statistics show that 70% of the 1.3 billion people existing in 

conditions of severe poverty are female (UNDP, 2022 (Chaudhary & Kumari, 2022).  
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The United Nations world tourism organization is dedicated to taking the lead in assisting women in 

the tourist industry to achieve economic empowerment. Tourism has the potential to increase 

employment by promoting local art and crafts and promoting women empowerment (Aisario & Stefano, 

2015; Alsawafi, 2016; Arroyo et al., 2019b; Evaristus M. Irandu & Parita Shah, 2014; Ferguson & 

Alarcón, 2015; Mohanty & Chandran, 2018; Nassani et al., 2019; Palikhe, 2018; Radovič-Markovič & 

Živanovič, 2019). World tourism organization also have its ‘Actions plans’ to empower women 

(UNWTO, 2022). Most important advantages of tourism are its capacity to guarantee or enhance 

environmental sustainability, to enhance gender equality, women empowerment, and to improve 

livelihoods by reducing poverty(Abou-Shouk et al., 2021; Arroyo et al., 2019a). 

 

In addition to financial inclusion and tourism, governance plays a crucial and essential role in women 

empowerment and gender equality. Effective governance shapes policies, laws, and associations that 

can either facilitate or hinder women empowerment. Governance structures are responsible for 

formulating and implementing policies that directly affect women's rights and opportunities. The 

current study aims to examine how tourism development, financial inclusion and governance shape 

women empowerment in developing countries.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Fig 2: Conceptual framework 

Source: Authors’ compilation 

 

The study contributes the literature in many ways. First the study used “International tourism receipts”, 

“international tourism receipts for passenger transport items”, and “international tourism receipts for 

travel items”, as the proxies of tourism development and an index is created. The study introduces three 

financial indicators “access to banks”, “access to ATMs”, and “access to banking services”, rather than 

the traditionally used microcredit and micro financing tools. Further the study has created index of these 

indicators to measure their effect on plummeting gender inequalities. Similarly, governance index is 

created to measure its effect on women empowerment by using governance indicators. In addition, the 

study uses governance as a moderator and analyses its setting regarding tourism development and 

financial inclusiveness in developing economies. This novel approach offers pioneering insights into 

how the governance environment affects the empowerment of women in these countries. 
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2. Literature Review 

2.1 Women Empowerment and Tourism 

The tourism industry is growing all around the world (Elshaer et al., 2021).The economic significance 

of tourism in developing countries is on the rise, impacting several businesses. Tourism activities drive 

the construction of infrastructure in underdeveloped countries (Duvendack & Mader, 2020).  

 

Tourism sector helps to create jobs, reduce poverty, boost investment and foreign exchange profits, and 

improve financial conditions (Abou-Shouk et al., 2021; Aghazamani et al., 2020). Several multinational 

financial and donor agencies have identified tourism as a powerful instrument for job creation and 

poverty reduction. Tourism development helps to increase employment by promoting local art and 

crafts and promoting women empowerment (Aisario & Stefano, 2015; Alsawafi, 2016; Arroyo et al., 

2019b; Evaristus M. Irandu & Parita Shah, 2014; Ferguson & Alarcón, 2015; Mohanty & Chandran, 

2018; Nassani et al., 2019; Palikhe, 2018; Radovič-Markovič & Živanovič, 2019). World tourism 

organization also have its ‘Actions plans’ to empower women (UNWTO, 2022). 

 

The United Nations World Tourism Organization (UNWTO) is dedicated to taking the lead in assisting 

women in the tourism industry to achieve economic empowerment. It is necessary to consider the 

Action Plan as a part of the triple commitment goals of the UNWTO in the context of the international 

code of ethics for tourism: (i) The underprivileged should benefit from tourism, (ii) women 

empowerment, and (iii) environmental protection, complementing the goals of benefiting 

underprivileged communities and empowering women, as all three are interconnected pillars of ethical 

and sustainable tourism. Also noteworthy is the fact that women constitute 60-70 percent of all those 

employed in tourism or related activities (Chaudhry & Nosheen, 2009; Freund & Hernandez-

Maskivker, 2021; Hamzic & Ekbladh, 2017; Harrison, 2015; Hutchings et al., 2020; Kc & Sony, 2012; 

Khan et al., 2021). Moreover, women can become suppliers in the tourism value chain by learning and 

refining crop planting and other types of agricultural production techniques (Arroyo et al., 2019b; 

Figueroa-Domecq et al., 2020; Hutchings et al., 2020).  

 

2.2 Women Empowerment and Financial Inclusion 

Financial inclusion means availability and access of fundamental financial products and services like 

credit, savings products, bank accounts, insurance, ATMs and Loans. (Bank World, 2022). The 

distribution of financial services at affordable costs to disadvantaged and low-income elements of a 

society is financial inclusion (Bank, 2022). 

 

In the field of economics, the process of ensuring that all households and businesses can successfully 

access and make use of relevant financial services that they need to improve their standard of living is 

referred to as financial inclusion (Chaudhary & Kumari, 2022; Lettiah Gumbo et al., 2021; Nguse et 

al., 2022). Financial inclusion aims to ensure affordable and accessible formal financial services for 

women, rural communities, people with disabilities, and other marginalized groups. (Chaudhary & 

Kumari, 2022; Congrave et al., 2020; Duvendack & Mader, 2020; Swamy, 2014). The usage of financial 

instruments is a critical component of women empowerment. Access to effective and reasonable 

financial services should be available to everyone, regardless of their capacity to pay (Peruta, 2018; 

Ivatury & Mas, 2008; Hughes & Lonie, 2007).  

 

80 % of women don’t have a bank account, even though there has been significant progress made in 

financial inclusion (Abdalla et al., 2022; George, 2018; Hendriks, 2019). The gender gap is estimated 

to be six percentage points on average in developing nations (Demirgüç-Kunt et al., 2022). This is not 

the case that women are not making progress, in fact there has been an increase in bank accounts of 

women. Women, in some developing economies, have more bank accounts thank men like Argentina, 

the Philippines, and Indonesia. 
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However, over the last three years, the gender disparity in account ownership has grown in developing 

countries like Pakistan, Bangladesh, and Nigeria. Regardless of the addition of more than 1.3 million 

female bank customers, the gender disparity in account ownership widened by 28 percentage points in 

Pakistan (world bank, 2022). Similarly, the gender gap increased to from 9 percentage points to 29 

percentage points in Bangladesh, even though more than 6.7 million women have their bank accounts 

(Demirgüç-Kunt et al., 2022). If more than 7% of women in Pakistan had bank accounts, the country 

could attain access to over 21% of its total population (Demirgüç-Kunt et al., 2022). Worldwide, 76% 

of the global population now possesses accounts, with 71% of individuals in developing countries 

holding account ownership (Demirgüç-Kunt et al., 2022).  

 

Financial inclusion has a significant role in different ways to empower women. It contributes actively 

to achieve SDGs (George, 2018; Lettiah Gumbo et al., 2021; Nassani et al., 2019). Financial inclusion 

is shown to be a critical enabler of sustainable development through facilitating financial products and 

services, empowering women, and encouraging cooperation.(Bermeo, 2019; Habib Sultan & Yahaya, 

2020; Swamy, 2014). 

 

2.3 Governance a Key for Women Empowerment 

Since the beginning of human civilization, the concept of governance has been around, and its definition 

has broadened significantly over the years. According to Fukuyama (2013), it is the power of the 

government to impose laws, provide services, and make decisions, whether that government is 

democratic or not. Two definitions of governance are offered by the World Bank, 2022. The first one 

is related to the use of political power to handle matters of national concern, whereas the second 

definition centers on the application of power to the administration of a state's social and economic 

resources to promote development (Aina & Olayode, 2011; Fasih, 2007; Katsamunska, 2016; Milazzo 

& Goldstein, 2019; Nandedkar, 2019; Rezazadeh, 2017). 

 

Good governance is a concept that tackles concerns of social equality and political legitimacy (Casey 

et al., 2011; Divakar, 2022; Jamil et al., 2022; Kabir et al., 2018; Milazzo & Goldstein, 2019; Mishra 

et al., 2020; Post et al., 2019; Seguino, 2000). Participation and civic engagement are essential drivers 

of governance. Women are typically excluded from crucial decision-making processes. It is necessary 

for inclusive partnerships in urban administration to consider the barriers that prevent women from 

participating in public life.  

 

Different scholars have contributed to the literature about the relationship of governance and women 

empowerment. They were of the view that improvement of gender independence in the areas of 

governance leads to the elevation of good governance. No government can work efficiently unless it 

understands the requirements of its entire population irrespective of their gender, class, and religion 

(Alsawafi, 2016; Kjær, 2014; Post et al., 2019). For example, Baker (2013) gave the vision of the 

National Gender Equality Institute's work to advance equality by boosting the representation of women 

in politics and building strong, responsive local networks. Many researchers have observed that creating 

political institutions guarantees the recognition of women as legitimate players and encourages 

participation in governance (Abdalla et al., 2022; Al-Khaldi, 2014; Divakar, 2022; Jamil et al., 2022; 

Katsamunska, 2016; Nandedkar, 2019; Rezazadeh, 2017). 

 

Previous empirical studies on the subject tend to emphasize women empowerment through international 

tourism (Ayuningaski et al. 2023, Abou shouk et al. 2021, Srivastava et al. 2024, Nassani et al. 2019, 

Palikhe 2018, Al-sawafi 2016, Kc 2012, Ramchurjee 2011, Scheyvens 2010 etc.) and financial aspects 

such as microcredit and microfinance (Esmaeilpour & Karami 2023, Yadav et al. 2020, Bhatia & Singh 

2019, Handrick 2019, Ipa 2017, Siddik 2017, Ashraf et al. 2010). Similarly they emphasized the need 

of governance to empower women (Divakar, 2022; Hemachandra et al., 2020; Jamil et al., 2022; 

Milazzo & Goldstein, 2019).  Although these studies are full of insight, the present one is broader in 

contrast. The study is novel in sense that it has created indices for the measurement of variables. The 

authors have created a Tourism Development Index, Financial Inclusion Index and a Governance Index 
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to measure their effects on women empowerment. These innovations make the study a significant and 

unique contribution to the field. 

 

3. Data & Methodology 

3.1 Model Selection 

 

To conduct the empirical estimation, the study has established the following model. 

 

𝐺𝐼𝐼 𝑖,𝑡 = 𝜇𝑖 +  δt + 𝛽0 + 𝛽1𝐹𝐼 𝑖,𝑡 + 𝛽2𝑇𝐷𝑖,𝑡+ 𝛽3𝐺𝑂𝑉𝐼𝑖,𝑡+ 𝛽4𝐿𝐹𝐹𝑖,𝑡+ 𝛽5𝐺𝐶𝐹𝑖,𝑡 + 𝛽6𝐺𝐷𝑃𝑃𝐶𝐺𝑅𝑖,𝑡 +

𝛽7𝐺𝑂𝑉𝐼 𝑖,𝑡 ∗ 𝐹𝐼𝑖,𝑡 + 𝛽8𝐺𝑂𝑉𝐼 𝑖,𝑡 ∗ 𝑇𝐷𝑖,𝑡 + εi,t-------------------Eq 3.1 

 

Where GII=Gender Inequality Index, FI=financial inclusion, TD=tourism development, 

GOVI=governance index, LFF=Labor force, female, GDPPCGR=gross domestic product per capita 

growth. GOVI*FI= interaction term of governance index and financial inclusion, GOVI*TD= 

interaction term of governance index and tourism development.  

 

3.2 Justification of Variables  

For empirical estimation, the panel data of 391 developing countries selected. Acquiring accurate and 

trustworthy data for these countries was extremely difficult. Many of the variables for these countries, 

such as financial inclusion, do not even have full-time series in the most reliable data sources. Therefore, 

39 nations have thus been used for the years 2004-2020. The availability of the needed data was the 

only factor considered while choosing the countries. The detail of variables and data sources is given 

below: 

 

3.2.1. Gender Inequality Index 

Gender inequality index (GII) measures the potential disparity between males and females. GII 

addresses the three main areas: labor force participation rate, political and educational empowerment, 

and reproductive health (UNDP, 2022). GII index value is from 0 to 1. If the value is 1, it means greater 

the gender gap and less women empowerment and vice versa. The scale has changed from 0–1 to 0-100 

in this study for analysis (Roy et al., 2020).  

 

 
Fig 2: Gender Inequality Index. 

Source: United Nations Development Program 
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3.2.2 Financial Inclusion 

 

Access, use of financial products and services and availability to all the segments of society known as 

financial Inclusion (FI). The study has used following three main measures of financial inclusion: 

a) A sum of commercial banks branched per 0.1 million people (Fukuda, 2017; Kim et al., 2018; 

Roy et al., 2020). 

b) Total outstanding loans from commercial banks (% of GDP) (Kim et al., 2018; Roy et al., 2020). 

c) Number of automated Teller Machines (ATMs) per 0.1 million people (Kim et al., 2018; Roy 

et al., 2020). 

The study uses Principal Component Analysis to create an index (FI) of these indicators. The current 

research hypothesized that FI has positive effects on women empowerment in developing countries. 

 

3.2.3 Tourism Development 

Another key independent variable is tourism development. The rationale to use the following indicators 

as an important explanatory variable is the prior research (Lenao and Basupi, 2016; Al Dumbre˘aveanu 

et al., 2016; Ferguson, 2011; Saarinen al., 2011, Nassani et al. 2021).  Indicators for tourism 

development used in the study are: 

 

a) International tourism receipts (ITR) refer to the expenses incurred by international tourists 

during their visits to a foreign country, encompassing payments made to national airlines for 

foreign travel activities.  

b) International tourism, receipts for passenger transport items (ITRP) refers to the revenue earned 

by airlines, cruise lines, railroads, and other passenger transport providers from international 

tourists. 

c) International tourism, receipts for travel items (ITRT) encompasses all expenditures made by 

international tourists related to their travel, including passenger transport items, 

accommodation, activities, food and beverages, costs associated with souvenirs, clothing, local 

crafts, etc. 

 

The current study developed the index of these variables by using principal component analysis. It 

is hypothesized that TD significantly affects the women empowerment in developing countries. 

  

3.2.4 Governance Index 

 

Governance index is applied to check the impact of governance on women empowerment. According 

to Worldwide Governance Indicators (WGI), Governance has the following six indicators: Control of 

Corruption, Effectiveness of Government, Political Stability and Absence of violence/Terrorism, 

Regulatory Quality, Rule of Law, Voice and Accountability. 

Governance index is made using Principal Component Analysis (Fukuda, 2017). The study 

hypothesized that governance index significantly affects the women empowerment.  

4. Results and Discussion 

4.1 Summary Statistics 

In Table 4.1 descriptive statistics are reported. The total number of observations are 663. Mean, standard 

deviation, minimum and maximum values represented in Table 4.1.  
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Table 4.1 Summary Statistics 

 

 

4.2 Correlation Analysis 

 

In Table 4.2 results of correlation matrix are discussed. GII has negative relationship with all other 

independent variables. 

 

Table 4.2 Correlation Analysis 

  Variables   (1)   (2)   (3)   (4)   (5)   (6)   (7) 

GII 1.000       

TD -0.006 1.000      

FI -0.132 0.077 1.000     

GOVI -0.651 0.069 0.150 1.000    

LFF -0.035 -0.187 0.040 -0.005 1.000   

GCF -0.042 -0.024 -0.128 -0.093 -0.124 1.000  

GDPPCGR -0.078 -0.088 -0.089 0.033 0.063 0.310 1.000 

 

4.3 Diagnostic Tests 

 

4.3.1 Cross section Dependence Test 

 

The current study employs Pesaran (2004) and Breusch and Pagan tests (1980) for cross sectional 

dependence (CSD). The presence of CSD in a model can be attributed to the correlation between the 

individual units comprising the panel and the error terms in the equation. Pesaran (2004) has given the 

following test for cross section dependence: 

 

𝐶𝐷 =
√2𝑇

𝑁(𝑁−1)
∑ ∑ Ɵ𝑖𝑗

𝑛−1
𝑗=𝑖+1

𝑛−1
𝑖=1   --------- ---------------------------------------Eq. 4.1 

 

Here N signifies the number of cross sections and T shows the time. Ɵ𝑖𝑗 represents the cross-correlation 

errors between i and j. Results are reported as under:  

 

Table 4.3 Cross Section Dependence Test Results 

Pesaran’s Test Friedman’s Test Frees’s Test 

43.521 

(0.000) 

251.723 

(0.000) 

12.203 

(0.1996) 

Note: Prob. values are in parenthesis. 

Table 4.3 presents the cross-sectional dependence results. For Pesaran and Friedman tests, a p-value 

below 5% indicates rejection of the null hypothesis of no cross-sectional dependence. In the Frees test, 

cross-sectional dependence exists if the F-statistic exceeds the critical values of 0.1, 0.5, or 0.01. 

Variable  Observations  Mean  Standard  

Deviation 

 Minimum  Maximum 

 GII 663 45.914 12.675 10.2 72.8 

 TD 663 1.77 1.00 -.811 6.093 

 FI 663 1.06 1.00 -.37 6.247 

 GOVI 663 9.50 1.00 -1.943 2.763 

 LFF 663 42.986 14.705 15.135 88.84 

 GCF 646 23.336 7.313 10.522 58.151 

 GDPPCGR 663 2.067 3.773 -19.244 15.155 



Political Horizons, 2(2), 2024  Mahwish 

183 

 

4.3.2 Second Generation Panel Unit Root Test 

Given the presence of cross-sectional dependence in the panel data, second-generation unit root tests 

are required (Pesaran, 2021; Wessssterlund et al., 2016). This study applies the Cross-sectional 

Augmented Dickey-Fuller (CADF) test (Pesaran, 2003) and the Cross-sectional Im, Pesaran, and Shin 

(CIPS) test (Pesaran, 2007). The general unit root equation is presented as follows:(Pesaran, 2021; 

Westerlund et al., 2016)  

 

∆𝑦𝑖𝑡 = 𝜌𝑖 + 𝜌𝑖𝑦𝑖𝑡−1 + 𝜌𝑖𝐴𝑡−1 + ∑ 𝜌𝑖ℎ
𝑛
𝑖=0  ∆𝑦𝑡−1 + ∑ 𝜌𝑖ℎ

𝑛
𝑖=0  ∆𝑦𝑖𝑡−1 + 𝜀𝑡  --------------- Eq 4.2 

  

The standard form of CIPS equation is: 

 

𝐶𝐼𝑃𝑆 = 1/𝑛 ∑ 𝐶𝐴𝐷𝐹𝑛
𝑖=1 --------------------------------------------------------------------------Eq 4.3                                                                                            

 

Here CADF represents cross section augmented Dicky Fuller as represented in Eq 4.2. Results reported 

below:  

 

Table 4.4 CIPS & CADF 

Variables CIPS  CADF  

 I (0) I (1) I (0) I (1) 

GII -2.134* ----------- -1.625 -2.053* 

FI -1.802 -2.942*** -1.585 -2.576** 

TD -4.230** ----------- -2.026** ----------- 

GOVI -1.746 -3.282*** -1.516 -2.047* 

LFF -2.645*** ----------- -2.618 ----------- 

GCF -1.280 -2.328*** -1.432 -2.741* 

GDPPCGR -2.815* ----------- -2.064** ----------- 

GOVI*FI -1.578 -3.818* -2.221* ----------- 

GVOI*TD -2.718* -------------- -2.184* -------------- 

Note: ***, **, * indicate 10%, 5%, 1% respectively. 

Table 4.4 presents the outcomes of the panel unit root test, providing evidence some variable are 

stationary at level and some at first difference.  

 

4.3.3 Variance Inflation Factor and Tolerance 

The study used variance inflation factor to assess multicollinearity in the model. High levels of 

correlation between independent variables in a regression model can cause multicollinearity (Martín, 

2019,Thompson et al., 2017). The formula for VIF (Neter, Wasserman & Kutner, 1983) is as follows: 

VIF = 1 / (1 - R²) ……………………………………………………………… Eq 4.3 
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Where R² represents the coefficient of determination .A VIF of 1 indicates no multicollinearity. VIF 

values greater than 1 indicate the existence of multicollinearity (Midi & Bagheri, 2010). Tolerance is a 

similar metric of multicollinearity (Neter et al., 1983). Tolerance of regression coefficient was 

calculated as the reciprocal of VIF. Results presented as: 

 

Table 4.5 VIF and Tolerance 

Variables VIF Tolerance=1/VIF 

FI 2.23 0.44759 

TD 1.16 0.86534 

GOVI 1.48 0.677357 

LFF 1.07 0.934829 

GCF 1.19 0.840818 

GDPPCGR 1.14 0.879883 

GOVIFI 2.23 0.447595 

GOVITD 1.11 0.879883 

Mean VIF 1.451  

 

Variance inflation factor is calculated as shown in Table 4.5. Value of VIF is less than 10 showing the 

absence of multicollinearity Moreover, the value of mean VIF is less than 5 which shows the absence 

of multicollinearity. 

4.3.4 Different Diagnostic Tests 

Breusch and Pagan LM (1980) test aids in selecting between a simple OLS regression and a random 

effects regression. The significance of χ2 denotes the existence of panel effects (fixed or random). 

 

𝐿𝑀 =
𝑛𝑡

2(𝑡−1)
[

𝑇2𝑒′𝑒

𝑒′𝑒
− 1] ~𝜒2 …………………………………………………….Eq (4.4) 

  

Results presented in Table 4.6. P-value=0.0000 in both models indicating the presence of panel effects 

(fixed or random). To determine the fixed or random effect model, the Hausman test is applied (Hahn 

et al., 2011). Results of Hausman test shows that fixed model is more appropriate for analysis. Results 

of modified Wald test in the model shows that the null hypothesis is rejected. Results of serial 

correlation showing the presence of correlation among residuals. 

 

Table 4.6 Diagnostic Tests 

 Chi2 P-value 

Breusch Pagan LM test 3208.75 0.000 

Hausman test 42.12 0.0000 

Wald Heteroskedasticity Test 
5160.78 0.0000 

Serial Correlation Test 
284.951 (F 1,38) 0.000 
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4.4 Estimation Results of Fixed Effect Model with Driscoll Kraay Standard Errors 

The study applies the Driscoll and Kraay (DK) standard errors (based on fixed effects estimation) 

because of the presence of heteroskedasticity, autocorrelation, and cross-sectional dependency in the 

model. The DK standard errors (Hochle, 1995) are resilient to heteroskedasticity and common kinds of 

cross-sectional and temporal dependence (He, 2017, Ozokcu, 2017). The DK estimator can handle 

missing values and is effective with both balanced and unbalanced panels (Danish, 2019, Le 2021, 

Sarkodie, 2019). Results of DK model presented below in Table 4.7. 

 

Table 4.7 Driscoll Kraay Standard Error Technique 

 

 

Table 4.7 shows the estimation results of fixed effect model with Driscoll and Kraay standard error. 

Gender inequality index (GII), has negative relation with FI, TD, GOVI, LFF, GCF, and GDPPCGR. 

Negative relation between GII and FI showed that as financial inclusion increases, gender inequality 

reduces. One percent increase in financial inclusion reduces GII by 3.06%. Increased access to savings 

and accounts like automated teller machines (ATMs), bank branches and access to loans has a positive 

impact on saving behavior, investment and household consumption. These findings are in line with Roy 

et al., (2020), Kim et al. (2017). Furthermore, improved access to bank advances and loans positively 

influences consumer behavior, as individuals can access credit to finance their purchases and 

investments. Secondly, it opens more work prospects for women, leading to enhanced employment 

opportunities.  

 

In addition to this, Tourism Development (TD) has negative and significant relation with GII. If tourism 

development rises by 1%, GII reduces by 1.01. These findings are in line with Nassani et al. (2019), 

Dunn (2007), Ferguson (2011), Lenao and Banupi (2016). Tourism development has the potential to 

enhance women empowerment by providing employment opportunities in different tourism sectors like 

transportation, food and beverages, infrastructure, local handicrafts.  

 

Variables Coefficients 
Driscol Kraay Standard 

Errors 
t- statistics P-value 

FI -3.0612 .2605 -3.61 0.001 

TD -1.0174 .8473 -3.91 0.000 

GOVI -1.7576 0.6624 -2.65 0.000 

LFF -.4449 .1445 -3.08 0.000 

GCF -.1425 .0685 -2.08 0.000 

GDPPCGR -.2494 .1111 -2.24 0.000 

GOVIFI .8466 .4070 2.08 0.064 

GOVITD .3666 .2751 1.33 0.012 

Constant 68.0409 6.5792 10.34 0.000 

R2=0.24             F-statistics= 252.99 

Prob (F statistics) = 0.0000 
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The governance index (GOVI) also has a negative and significant relation with GII. One percent 

increase in governance index reduces GII by 1.75 %. The effective government institutions play a 

crucial role in promoting gender equality. It has also seen that in some countries where government is 

more stable, there is less gender inequality and women are more empowered (Dumbraveanu et al., 2015; 

Ferguson & Alarcón, 2015; Kabir et al., 2018; Lenao & Basupi, 2016; Post et al., 2019). In addition to 

this LFF, GCF and GDPPCGR are taken as control variable. GII is negatively related to these variables. 

One unit increase in LFF, GCF and GDPPCGR help to reduce gender inequality by 0.44%, .14% and 

.24% respectively. 

 

Incorporating interaction factors into regression models can extend understanding of the relationships 

between variables (Williams, 2015). The interaction term of GOVIFI in the model is significant. GII 

decreases by the size of interaction term (-3.061+.846=-2.215)(Ringle & Sarstedt, n.d.). One unit 

increase in GOVIFI decreases GII by 2.215 units. The reduction of the Gender Inequality Index (GII) 

through the interaction term of governance and financial inclusion suggests a multifaceted relationship 

rooted in socioeconomic dynamics. Effective governance mechanisms ensure that financial inclusion 

policies prioritize gender equity. Similarly, one unit increase in GOVITD decreases GII by the size of 

interaction term 0.651 (-1.017+0.366=-0.651). Tourism development may include initiatives aimed at 

enhancing the skills and capacities of local populations, including women, through employment, 

education, and training programs. By providing women with access to education and training 

opportunities related to tourism development, governance structures can empower them economically. 

  

5. Conclusion and Policy Recommendations 
 

The aim of the study is to construct a relationship among tourism development, governance and 

financial inclusion, and its impact on women empowerment in developing countries. Through a 

comprehensive examination of data from 39 developing countries and the application of the Driscoll-

Kraay technique, the study delivers valuable insights into the interconnectedness of these factors and 

their impact on women empowerment. Outcomes of the study show that financial inclusion and tourism 

development both foster chances for women to participate in the economy and exercise personal choice. 

To empower women and lessen gender inequities, strong governance practices characterized by 

inclusive policies are essential. Some of the key recommendations are presented below: 

 

• Policy makers should pursue a multifaceted approach that integrates tourism development, 

financial inclusion, and governance. In tourism sector, the focus should be on incorporating 

gender perspectives into planning, ensuring women's representation in decision-making, 

providing training and capacity-building for women. 

 

• For financial inclusion, the emphasis should be on establishing women-centered financial 

services, improving financial literacy, removing barriers to access, and supporting women-

owned enterprises. 

  

• Governance strategies shall include enhancing women's political participation, building social 

networks with organizations working in domain of gender equality. Policymakers should 

emphasize strengthening women's legal rights, and making public services more gender-

responsive.  
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