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Introduction: Women’s economic inclusion—defined
as women’s participation in the formal economy—con-
tributes to poverty reduction, structural transformation
in the labor market, and the enhancement of women’s
welfare. Accordingly, identifying its determinants re-
mains a priority in academic and policy discourse. This
study aimed to analyze the threshold effects of income
inequality and good governance on women’s economic
inclusion in Iran.

Method: This research was conducted for the period
2005-2023 using the Smooth Transition Regression
(STR) method. Women’s labor force participation, the
Gini coefficient, and the average of six World Bank good
governance indicators were considered as measures of
women’s economic inclusion, income inequality, and
good governance, respectively.

Findings: Income inequality lagged by two periods was
identified as the transition variable of the women’s eco-
nomic inclusion function. Income inequality exerted a
negative effect on women’s economic inclusion in both
regimes, with this effect intensifying in the second re-
gime. Good governance had a positive effect in the first
regime but a negative effect in the second, indicating an
inverted U-shaped relationship.

Discussion: The strengthening negative effect of income
inequality in the second regime suggests an increased
impact due to women’s limited access to educational
opportunities, which undermines their ability to secure
suitable employment. The inverted U-shaped effect of
good governance indicates that governance effectiveness
depends on the socioeconomic class context. According-
ly, governments should adopt policies to reduce income
inequality—particularly preventing it from reaching the
threshold level—while simultaneously improving gov-
ernance quality.
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Extended Abstract
Introduction

Women’s economic inclusion—defined as women’s participation in the formal
sector of the economy—is an important driver of socioeconomic progress, par-
ticularly through poverty reduction, structural transformation in the labor market,
and enhancement of women’s welfare. Accordingly, efforts to promote women’s
economic inclusion remain a priority in academic and policy discourse (Asongu,
2020).

Income inequality affects a country’s development process. Part of this inequality
stems from differences in human capital among individuals, whereby those with
superior human capital enjoy higher income levels (Munir & Kanwal, 2020). The
negative impact of income inequality on gender equality and participation is a
critical concern, partly because it restricts women’s access to education. Rising
income inequality reduces educational opportunities for women and girls, which
in turn diminishes their economic participation—that is, their economic inclusion
(Asongu & Odhiambo, 2021). Furthermore, women’s acceptance of low-paying
jobs discourages employers from hiring them for senior positions requiring exten-
sive on-the-job training.

Governments bear responsibility for providing public services that uphold hu-
man rights, including education and healthcare, ensuring accountability through
transparency and free information flow, guaranteeing security, facilitating social
participation of disadvantaged groups, and raising awareness about human rights.
Improving governance is essential to fulfilling these responsibilities. Govern-
ments must recognize the diverse needs of their citizens—both women and men—
and enable women to exercise their right to participate in decisions affecting their
lives. To achieve this, appropriate policies to enhance women’s economic inclu-
sion are necessary.

Some studies, such as Asongu & Odhiambo (2021), have identified a nonlinear
effect of income inequality on women’s economic inclusion and determined a spe-
cific threshold at which income inequality alters the effect of good governance.
When income inequality is low, good governance can promote women’s economic
inclusion by improving social and economic structures. However, once inequality
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surpasses a certain threshold, the positive effect of good governance weakens and
may even turn negative. Therefore, this study investigates the threshold effects of
income inequality and good governance on women’s economic inclusion in Iran.

Method

The model employed to analyze the effect of income inequality and good gover-
nance on women’s economic inclusion in Iran over the period 2005-2023 is the
Smooth Transition Regression (STR) model, presented as Equation (1):

Gl=[o,+al GINI+a, GOG+o, IT+a, GDPJ+[B+B, GINI+B, GOG+p, IT+B,
GDP.Q(1.C.S, )+, (1)

GI is the percentage of women employed in formal jobs compared to the total
population as inclusion index of women. GINI is the income inequality index.
GOG is the good governance index, which is obtained by averaging 6 good gov-
ernance indicators which are introduced by the World Bank. IT is the information
and communication technology index. GDP is an indicator of economic growth.

Findings

The optimal lag for GI and GOG is 2, for the Gini coefficient and IT variables is 3,
for GDP is 4. The test for selecting the transition variable showed that (GINI ) is
the transition variable and) the appropriate proposed model is LST,. The estima-
tion results of model 1 indicate that the threshold of the transition variable is 0.71
percent (equivalent to a Gini coefficient rank of 0.512). The slope parameter also
shows that the GI function has been transferred from the first regime to the second
at a speed of 13.45.

Discussion

GINI had a negative impact on GI in both regimes, but this effect has been exacer-
bated in the second regime. The negative impact of GINI on GI has led to women’s
lack of access to suitable jobs and a decrease in women’s labor force participation
in the economy, due to reasons such as their deprivation of educational and train-
ing opportunities.
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GOG had a positive effect on GI in the first regime and a negative effect in the sec-
ond regime, which confirms the existence of an inverted U-shaped relationship.
Based on this finding, the role of GINI, or in other words, the difference in socio-
economic class of individuals, in changing the way GOG affects GI is confirmed.
GDP had a positive effect on GI in the first regime and a negative effect in the
second regime, which confirms the existence of an inverted U-shaped relation-
ship. IT had a positive effect on GI in both regimes, but this effect is weakened in
the second regime.

Income inequality negatively affects women’s economic inclusion, and this effect
becomes stronger in the second regime. It also changes the impact of good gov-
ernance and economic growth on women’s inclusion from positive to negative,
while weakening the positive role of information and communication technology.
These findings highlight the need to reduce income inequality. Possible policy
responses include progressive taxes on income and wealth, wider access to quality
education for low-income groups, greater investment in public health, especially
for disadvantaged women and female-headed households, and targeted transfer
payments to support low-income women and girls. In addition, since good gover-
nance has a positive effect in the first regime, improving governance institutions is
essential for promoting more inclusive and equitable development.
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