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INTRODUCTION

Inclusive growth has attracted the attention of many academic disciplines due to
its substantial potential for discussion aimed at fostering inclusivity in global society.
Economic growth in recent decades has experienced rapid expansion and has saved less
fortunate countries (Zhu, 2022). Although economic growth is an essential and necessary
dimension of development, its dominance in understanding state and government models
does not provide adequate guidance for building a developing and equitable society
(Gupta & Pouw, 2017).
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Inclusive growth is becoming increasingly important and recognized, and it is a
focal point in the work plans and strategies of international institutions to realize the
global economic development agenda. A number of institutions have developed the
concept of inclusive growth, which is a type of growth that allows all members of society
to participate and contribute to the growth process based on the principle of equality,
regardless of their individual circumstances (Pratiwi & Krisnawati, 2020). This has become
a major concern for countries experiencing high economic growth, especially those that
are part of the G20 forum.

The G20 (The Group of Twenty) is a multilateral cooperation forum consisting of
19 major countries and the European Union (UE). The full members include South Africa,
the United States, Saudi Arabia, Argentina, Australia, Brazil, India, Indonesia, the United
Kingdom, Italy, Japan, Germany, Canada, South Korea, Mexico, France, Russia, China,
Turkey, and the European Union. The data that is often highlighted is that the G20
accounts for about 80% of the Gross Domestic Product, facilitates around 75% of
international trade, and encompasses approximately 60% of the world's population
(Hardyanto, 2022). The data description indicates that the countries included in the G20
forum have a high economic growth rate. According to Zhu (2022), the impact of this
economic growth will eventually give rise to inequality and income disparity within
society.

The issue that is often seen in both developed and developing countries is
inequality (Wairooy & Haryono, 2023). Developed and developing countries, such as those
in the G20, often find themselves trapped in exclusive economic patterns. This refers to
the drive to pursue economic progress that is largely determined by rapid growth in the
manufacturing sector (secondary industry) and services (tertiary industry) in order to
emulate the economic achievements of developed countries. Although both sectors
contribute significantly to economic growth, they tend to have little labor involved. On the
contrary, the most fundamental sectors, such as agriculture, receive less attention, even
though this sector employs a large number of workers. The impact is that income
inequality occurs between workers in the agricultural sector and those employed in the
manufacturing and service sectors (Shaleh, 2021). Thus, inclusivity should not be limited
to the concept of growth but must pay attention to and embrace other dimensions.
(Mamat et al.,, 2016). Another dimension in this regard relates to the aspects of
investment, government spending, trade openness, and the gender inequality index.

Countries need significant investment to better utilize the available resource
potential and improve efficiency to ensure economic growth that involves all parties.
Although the concept of inclusive economic growth is appealing, significant investment is
needed to create new opportunities and utilize the existing economic capacity more
efficiently (Munir & Fatima, 2020). Research conducted by Fu (2023) and Lestari et al.
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(2022) explains that investment significantly influences and drives inclusive growth.
According to Salsabila & Pramukty (2023), investments must be equitable and
decentralized in order to support inclusive growth. Unlike the research mentioned above,
the studies conducted by Nkoro & Uko (2020) and Rasool et al. (2022) indicate that
investment has a significant negative impact on inclusive growth. Investment hinders
inclusive growth because it can only be accessed by certain groups that have access to
capital and political influence.

Government spending plays a crucial role in economic policy, as it is implemented
by the government as an operational instrument of that policy to encourage strong and
sustainable growth (Ahuja & Pandit, 2020). The research results by Bado et al. (2023)
indicate that government spending in the long-term has a positive impact on the
inclusiveness of growth. In line with the above research, Ernawati et al. (2021) explains
that government spending promotes inclusive growth as a policy that favors the poor and
is pro-employment but not pro-equality. According to Wahyudi (2023), increased
government spending will improve the quality of human resources and expand job
opportunities, which will impact inclusive growth. Unlike the results of the above research,
according to the findings of another study by Harun & Maski (2022), government spending
has a negative impact due to the ineffectiveness of the government in allocating budgets
for unimportant expenditure such as employee salaries and business trips.

Trade openness can enhance economic growth and inequality simultaneously. The
magnitude of trade complexity can affect the degree of inequality in an economy, as the
complexity of the economy reflects its development. Although trade can promote
inclusive growth, it can also undermine inclusive growth through the pathways of trade
inequality (Agyei & Idan, 2022). Free trade opponents doubt trade as a driver of inclusive
growth. They argue that trade poses a threat to domestic jobs, increases economic output,
and income growth. On the other hand, proponents of free trade argue that trade is a
crucial condition for economic progress, welfare, and the long-term development of
everyone. Thus, trade will enhance inclusive growth. Research conducted by Ozegbe et al.
(2019) and Wang et al. (2023) explains that trade openness significantly and positively
enhances inclusive growth at both the individual and interaction levels, but caution is
needed regarding inflation.

Gender inequality remains an issue in society, where there are differences
between men and women in terms of basic human needs. These basic needs involve
various aspects such as employment, health, and education. Therefore, gender equality is
necessary to enhance inclusive growth (Kemenpppa, 2021). Research conducted by Adika
& Rahmawati (2021) explains that gender equality has a significant impact on inclusive
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growth. This indicates that inclusive growth occurs when all sectors of society participate
and contribute without exception.

Based on the previous explanation, this study becomes relevant and necessary to
conduct as it seeks to explain inclusive growth driven by investment, government
spending, and trade openness as the factors contributing to inclusive growth in G20
member countries. Furthermore, research on inclusive growth has been extensively
conducted by previous researchers, and there are still many inconsistencies in the studies.
Therefore, the addition of the gender inequality index variable as a moderating variable
brings novelty to this research.

LITERATURE REVIEW
Inclusive Growth

Inclusive growth refers to a type of growth that ensures equal access to growth
opportunities without discrimination, and is capable of reducing the gap between
different groups. According to the World Bank, inclusive growth encompasses the
expansion of access to economic assets, the development of markets, and broader
economies of scale, as well as the ability to create equal opportunities for future
generations (Safitri et al., 2021). According to the Commission on Growth and
Development (2020), inclusive growth is defined as a type of growth that is sustainable,
encompasses various economic sectors, and involves a large number of workers.

According to Birdsall in Amalina et al. (2013), inclusive growth is a type of growth
that supports the increase in size and economic capacity of the middle class. Therefore,
economic growth in Indonesia, which aligns with the growth of the middle class,
significantly demonstrates the inclusive nature of that growth. Various ideas proposed to
formulate the concept of inclusive growth have unique perspectives on how growth
should operate within the economy. Inequality, poverty, sectoral issues, and workers are
often mentioned when explaining several concepts tied into inclusive growth. Inclusive
growth can be considered an indicator of whether the economic growth of a country is of
good quality. Economic growth is considered inclusive when it can reduce poverty,
decrease income distribution inequality, and create more job opportunities.

Investment

Investment is the act of placing capital or funds into a specific company or project
with the hope of gaining profits in the future. The term ‘investment’ is often applied in the
context of finance and economics. This is commonly done by economic actors because it
can increase their income or earnings. According to the Great Dictionary of the Indonesian
Language (KBBI), investment is defined as the placement of money or capital in a company
or project with the aim of obtaining profit (Nadya et al., 2019).
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Foreign direct investment (FDI) is the flow of capital that comes from abroad and
enters the private sector, either in the form of direct investment from foreign entities or
indirect investment in the form of portfolios. According to the United Nations Conference
on Trade and Development (UNCTAD), Foreign Direct Investment is an investment made
by a company from one country into a company in another country with the aim of
controlling the operations of the company in the host country (Vebriadi & Nugroho, 2020).
In this case, the investment is intended to expand its business in another country (Jufri et
al., 2022). So, in Foreign Direct Investment (FDI), there is a connection between the parent
company and its affiliated companies abroad.

Government Expenditure

Government spending, as part of fiscal policy, is a measure taken by the
government to regulate the economy by determining the amount of annual revenue and
expenditure, which is reflected in the State Budget (APBN) at the national level and the
Regional Budget (APBD) at the local level. According to Aries Djaenuri, government
expenditure is the money or funds disbursed from the government treasury to finance
government activities or other purposes that fall under the authority of the government
(Nahumuri, 2019). Government expenditure is a representation of the policies adopted by
the government. In this case, where the government's expenditure is used to finance the
more important public sector and prioritize it (Simarmata & Iskandar, 2022).

The theory of government expenditure in macroeconomics was introduced by
three different economists: Rostow and Musgrave, Adolf Wegner, and Peacock and
Wiseman. Rostow and Musgrave link the development of government expenditure with
the stages of economic development, namely the early, middle, and advanced stages.
Adolf Wagner stated that as the per capita income increases in an economy, government
spending will proportionally rise. Therefore, the curve of government expenditure tends
to show exponential growth. Wagner is known for his principle, "The Law of Expanding
State Expenditure,” where government spending continues to grow due to the increasing
role of the government in managing all activities related to society, the legal system,
education, recreation, and culture (Ningrum et al., 2020).

Trade Openness

Trade openness is considered to be a global trend and a prerequisite for
development. Although trade openness is actively promoted as an important component
of development strategy, in theory, the impact of trade openness on inclusive growth is
still logically ambiguous (Gonese, et al., 2023b). Trade openness is important in meeting
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the needs of the country and can enhance both economic growth and challenges
(Wulandari et al., 2023).

In a structured context, this can be explained as the total combined value of a
country's exports and imports, which is then divided by that country's Gross Domestic
Product (GDP). Trade openness brings with it a number of benefits, such as an increased
variety of choices for consumers due to the availability of the goods and services in the
economy. Trade can be a driver of growth (trade as engine of growth). If international
trade activities include exports and imports, then one or both of these components can
serve as a driving force for growth in itself (Nuraeni et al., 2022).

Gender Inequality

Several studies have shown that sustainable development cannot be achieved
without empowering women and achieving gender equality. Therefore, gender equality is
a crucial issue in relation to the human condition and serves as one of the indicators in the
process of sustainable development. The increase in gender equality is defined as an effort
to invest in physical capital. The incentives that encourage investment are realized
through the expected return from that investment. The more productive the workforce
and education, the higher the expected return from the investment will be. The impact of
this will stimulate an increase in investment and economic growth (Padang et al., 2019).

The phenomenon of there being differences in education level, wage, and working
hours between men and women indicates that gender equality has not yet been fully
achieved. According to the United States Agency for International Development/USAID,
gender equality is a condition in which both women and men are given equal
opportunities to enjoy human rights, have equal access to goods, opportunities,
resources, and benefit from social development outcomes. Gender equality holds
significance beyond just as a moral issue; it has become a vital economic concern. For the
global economy to reach its potential, we need to create conditions where all women can
realize their potential to support economic growth (Vininda & Yuliana, 2020).

Previous Study and Hypothesis

Rostow's modernization theory is a five-stage growth process that views growth as
a metamorphosis, meaning a revolution from traditional to modern (Herdiyati & Ismail,
2022). Rostow made efforts to achieve high growth, and one of those efforts was capital,
which can significantly contribute to growth and the development of a nation. The term
here refers to tax policies, investment, and international trade exchange rates. Investment
will also enhance inclusive growth because investment activities will boost economic
activities and increase job opportunities. Every community will experience an increase in
income. Research conducted by Fu (2023) and Lestari et al. (2022) explains that
investment significantly influences and drives inclusive growth. Unlike the research
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mentioned above, the studies conducted by Nkoro and Uko (2020) and Rasool et al. (2022)
indicate that investment has a significant negative impact on inclusive growth. Based on
this explanation and supported by the previous research mentioned above, the researcher
proposes the following hypothesis:

H1: Investment has a positive impact on inclusive growth.

Musgrave's fiscal policy theory explains that the fiscal policy should promote
macroeconomic stability, reduce distributional imbalances, optimize resource allocation,
and advance equal opportunities. It is clear that government spending must be able to
enhance inclusive growth, allowing society to gain access to equitable income as a result
of government expenditure (Herdiyati & Ismail, 2022). Fiscal policy can also reduce
disparities in terms of spending and income, indicating that government spending has a
far more significant impact. The research conducted by Ernawati et al. (2021) explains that
government spending promotes inclusive growth as a policy that favors the poor and is
pro-employment, but not pro-equality. Unlike the research mentioned above, the study
conducted by Bado et al. (2023) states that government spending in the long-term has a
positive impact on the inclusiveness of growth. Based on this explanation and supported
by the previous research above, the researcher proposes the following hypothesis:

H2: Government Spending has a positive effect on Inclusive Growth.

The Heckscher-Ohlin (HO) theory explains that trade openness is an important
factor in enhancing inclusive growth. Trade openness can reduce unemployment by
accelerating resource allocation, increasing productivity, and enhancing competitiveness.
Trade openness will create jobs and boost community income, contributing to inclusive
growth (Gonese, et al., 2023a). Research previously conducted by Ozegbe et al. (2019) and
Wang et al. (2023) explains that trade openness significantly and positively enhances
inclusive growth at both individual and interaction levels, although caution is needed
regarding inflation. Based on the explanation and supported by the previous research
mentioned above, the researcher proposes the following hypothesis:

H3: Trade openness has a positive effect on inclusive growth.

According to Tambunan (2016), there are 34 characteristics of inclusive
development, which can be simplified into 7 key characteristics that represent all aspects.
One of the seven characteristics is gender equality. The explanation above corresponds to
what was determined by Gracia et al. (2018), who stated that inclusive economic growth
is achieved through the contributions of all layers of society without exception. Gender
differences lead to economic injustice for women, both individually and collectively, as
they hinder women's careers and income (Bangun, 2021).

Published by Universitas Airlangga
This is an open access article under the CC BY SA license (https://creativecommons.org/licenses/by-sa/4.0/)


https://creativecommons.org/licenses/by-sa/4.0/

Jurnal Ekonomi dan Bisnis Airlangga, Vol. 34, No. 2, June-November 2024

Investment affects the employment conditions in a country. Higher wages and
better job opportunities for workers in foreign companies in a country will change the
relative prices of inputs, which will then impact different groups, including gender,
subsequently affecting inclusive growth (Sangaji et al., 2018). Government spending must
be able to pay attention to the equitable allocation for both men and women. Gender
equality is important, so then decision-making considers women's needs to enhance
inclusive growth (Kemenpppa, 2021). Trade openness allows women to engage in exports
and broader industry. The dominance of female workers in industry creates income
disparities, as women tend to receive lower wages and have less access to social
protection rights, which impacts inclusive growth (Ekaningtyas, 2021). The research
conducted by Adika and Rahmawati (2021) explains that inclusive growth occurs with the
contribution of all layers of society without exception. Based on the explanation and
supported by previous research mentioned above, the researcher proposes the following
hypothesis:

H4: The Gender Inequality Index is able to moderate the influence of investment on
Inclusive Growth.

H5: The Gender Inequality Index is able to moderate the influence of government
spending on Inclusive Growth.

H6: The Gender Inequality Index is able to moderate the influence of trade openness on
Inclusive Growth.

RESEARCH METHODS

This research is a quantitative study using the Ordinary Least Squares (OLS)
regression method and Moderated Regression Analysis. (MRA). The population in this
study included all G-20 member countries that utilize Foreign Direct Investment, General
Government Final Consumption Expenditure, Trade, Gross National Income (GNI) Per
Capita, and the Gender Inequality Index in their countries. The research period was from
2007 to 2021. This research combines cross-sectional secondary data with time series
data sourced from the World Bank and the United Nations Development Programme
(UNDP), and the combination of the two is referred to as panel data. Formulas using the
equation for Moderated Regression Analysis can be expressed in the following equation:

Explanation:

Y = Inclusive Growth (Y)

X1 = Foreign Direct Investment (FDI)
X2 = Government Expenditure (GE)
X3 = Trade Openness (TO)

Z = Gender Inequality Index (Gll)
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= Interaction between Investment and the Gender Inequality Index

= Interaction between Government Expenditure and the Gender Inequality Index
= Interaction between Trade Openness and the Gender Inequality Index

= Error

= Country

= Year

RESULT AND ANALYSIS

Table 1. Descriptive Statistics

FDI GE TO GNI_PC Gll

Mean 24.23540 26.56735 3.926828 10.16233 -1.589566
Median 24.21595 26.49330 3.998965 10.45420 -1.527858
Maximum 28.02138 28.96164 46.59339 11.17226 -0.410980
Minimum 17.36803 24.30886 3.095848 8.160518 -2.918771
Std. Dev. 1.400533 1.118234 0.365878 0.665768 0.678142
Skewness 0.165616 0.362777 0.324170 0.852815 -0.055177
Kurtosis 4573309 2.421511 2.403714 2.936224 1.661187
Jarque-Bera 32.31271 10.76347 9.698770 36.41549 22.55748
Probability 0.000000 0.004600 0.007833 0.000000 0.000013
Sum 7270.620 7970.205 1181.048 3048.700 -476.8699
Sum Sq. Dev 586.4862 373.8835 40.02606 132.5310 137.5032
Observation 300 300 300 300 300
Source: Processed Power, 2023

Description:

FDI = Investment

GE = Government Expenditure

TO = Trade Openness

GNI_PC = Inclusive Growth

Gll = Gender Inequality Index

The results from the descriptive statistical analysis can be found in Table 1, which

provides the following information:

1.

This study used unbalanced panel data with a total of 300 observations, obtained
from 15 cross-sections, namely 20 G20 member countries, covering the research
period from 2007 to 2021.

The investment variable has an average value of 24.23540, a maximum value of
28.02138, a minimum value of 17.36803, a median value of 24.21595, and a standard
deviation of 1.400533.
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. The government expenditure variable shows an average value of 26.56735, a median
of 26.4933, a maximum value of 28.96164, a minimum value of 24.30886, and a
standard deviation of 1.118234.

. The trade openness variable has an average value of 3.926828, a median of 3.998965,
a maximum value of 46.59339, a minimum value of 3.095848, and a standard
deviation of 0.365878.

. The inclusive growth variable has an average value of 10.16233, a median of
10.45420, a maximum value of 11.17226, a minimum value of 8.160518, and a
standard deviation of 0.665768.

. The gender inequality index variable has an average value of -1.589566, a median of
-1.527858, a maximum value of -0.410980, a minimum value of -2.918771, and a
standard deviation of 0.678142.

Selection of Regression Model

In this study, three testing stages were used to determine the best model, namely

the Chow test, Hausman test, and LM test.

Chow Test

The hypotheses used in the Chow test are:

Ho = The best model is the common effect model
H1 =The best model is the fixed effect model

Table 2. Chow Test Results

Effects Test Statistic d.f Prob
Cross-section F 429.842090 (19,276) 0.0000
Cross-section Chi-square 1026.207622 19 0.0000

Source: Processed Power, 2023

Based on the results from the Chow test presented in Table 2, it is known that the
chi-square probability value is 0.0000 < 0.05, which means that we accept H1 and reject
HO. Thus, it can be interpreted that the best model used is the fixed effect model.

Hausman Test

The criteria in the Hausman test are as follows:

HO = The best model used is the random effects model.
H1 = The best model used is the fixed effect model.

Table 3. Hausman Test Results

Test Summary Chi-Sq Statistic Chi-Sq d.f Prob

Cross-section random 13.515163 4 0.0090

Source: Processed Power, 2023
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Table 3 shows that the chi-square statistic probability value is 0.0090 < 0.05, which
means rejecting HO and accepting H1. Thus, it can be assured that the fixed effect model
is better than the random effect model. Based on the results of the two model selection
tests, namely the Chow test and the Hausman test, it can be concluded that the best model
used in this study was the Fixed Effect Model (FEM), and that there is no need for further
testing.

Classical Assumption Test
Normality Test
This research employed the Jarque-Bera statistical approach, presented in the table

below.
Table 4. Results of the Normality Test

Series: Standardize Residual
Sample 2007 2021
Observation 300

Mean 6.29e-18

Median -0.003866
Maximum 0.265496
Minimum -0.220261
Std. Dew. 0.085783
Skewness 0.252403
Kurtosis 3.270457
Jarque-Bera 4.099824
Probability 0.128746

Source: Processed Power, 2023

Referring to Graph 4, the Jarque-Bera probability value is 0.128746 > 0.05, thus H1
is not accepted and HO is accepted. Therefore, it can be concluded that the data used in
this study is normally distributed.

Multicollinearity Test
The results of the multicollinearity test are as follows:

Table 5. Results of the Multicollinearity Test

FDI GE TO GNI_PC Gll
FDI 1.000000 0.703244 0.005657 0.142263 0.289575
GE 0.703244 1.000000 0.060934 0.452389 0.531797
TO 0.005657 0.060934 1.000000 0.241502 0.189938
GNI_PC 0.142263 0.452389 0.241502 1.000000 0.643261
Gll 0.289575 0.531797 0.189938 0.643261 1.000000

Source: Processed Power, 2023
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Based on the results of the multicollinearity test, it is known that the coefficient
values among the independent variables are all less than 0.85, which means that there are
no multicollinearity issues in this study.

Heteroskedasticity Test
The results of the heteroskedasticity test are as follows:

Table 6. Results of the Heteroskedasticity Test

Variable Coefficient St. Error t-Statistic Prob

C -0.184462 0.404531 0.455990 0.6488
FDI 0.000955 0.003032 0.315021 0.7530
GE 0.003670 0.013323 0275477 0.7832
TO 0.039551 0.023940 1652105 0.0997
Gll 0.015248 0.012548 1.215158 0.2253

Source: Processed Power, 2023

As shown in Table 6, all probabilities for the independent variables are greater than
0.05, indicating that there is no evidence of heteroskedasticity.

Autocorrelation Test
The results of the autocorrelation test are as follows:

Table 7. Results of the Autocorrelation Test

Durbin-Watson stat 0.346268
Source: Processed Power, 2023

Referring to Table 7, the results of the Fixed Effect Model (FEM), or the model
selected as the best model, show that the Durbin-Watson statistic is 0.346268, which is
greater than -2 and less than +2. With this finding, it can be concluded that the results of
this study are free from autocorrelation issues.

Partial Test (t-test)
The results from the t-test can be seen in the table below:

Table 8. Results of the Partial Test (Uji-t)

Variable Coefficient Std. Error t-Statistic Prob

C -5.073.511 0.969032 -5.235.647 0.0000
FDI 0.011210 0.007263 1.543387 0.1239
GE 0.483931 0.031915 15.16298 0.0000
TO 0.407973 0.057347 7.114.102 0.0000
Gll -0.315349 0.030059 -10.49118 0.0000

Source: Processed Power, 2023
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Referring to Table 8, it was determined that investment has a coefficient value of
0.011210. Meanwhile, the probability value is 0.1239 > 0.05, which means that investment
does not affect inclusive growth. When investment experiences an increase or decrease,
it will not affect inclusive growth. These findings are not in line with the proposed
hypothesis that investment has a positive and significant impact on inclusive growth.

The government expenditure variable has a coefficient value of 0.483931 with a
probability value of 0.0000 < 0.05. Thus, it can be interpreted that government spending
has a positive and significant impact on inclusive growth. When government spending
increases by 1%, it will boost economic growth by 0.483931. The findings are in line with
the hypothesis proposed in the research, which states that government spending has a
positive and significant impact on inclusive growth.

The trade openness variable has a coefficient value of 0.407973 with a probability
value of 0.0000 < 0.05. Thus, it can be interpreted that trade openness has a positive and
significant impact on inclusive growth. When government spending increases by 1%, it will
boost economic growth by 0.407973. The findings are in line with the hypothesis proposed
in the research, namely that trade openness has a positive and significant impact on
inclusive growth.

Simultaneous Test (F-Test)
The results from the F-test can be found in the table below:

Table 9. Results of the Simultaneous Test (Uji-F)

F-statistic 710.8173
Prob(F-statistic) 0.000000
Source: Processed Power, 2023

Referring to the results of the F test in Table 9, the information obtained shows
that the probability value of the F-statistic is 0.000000 < 0.05, which means that
investment, government spending, and trade openness simultaneously influence inclusive
growth in the G20 member countries. The significant results from the F test also confirm
that the equation model in this study is suitable for use.

Test of the Coefficient of Determination (R2)
The results of the coefficient of determination test can be seen in the table below:

Table 10. Results of the Determination Coefficient Test (R2)

R-squared 0983398
Adiusted R-squared 0.982015
Source: Processed Power, 2023
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Referring to the results from the regression testing using the fixed effect model
approach displayed in Table 10, it is noted that the adjusted R? value is 0.983398 or
98.34%. This means that the variables of investment, government spending, and trade
openness can explain and influence the variable of inclusive growth by 98.34%, while the
remaining 1.66% is influenced by other variables outside the model or the error term.

Moderated Regression Analysis (MRA)

The moderating variable in this study is the Gender Inequality Index (GllI), which
will moderate Foreign Direct Investment (FDI), Government Expenditure (GE), and Trade
Openness. (TO). The results of the moderation test are as follows:

Table 11. Results of the Moderated Regression Analysis (MRA)

Variable Coefficient Std. Error t-Statistic Prob

C -3.414668 1.412.640 -2.417.225 0.0163
FDI 0.019689 0.025752 0.764585 0.4452
GE 0.400650 0.046390 8.636581 0.0000
TO 0.484537 0.102510 4726727 0.0000
ZFDI 0.005604 0.013694 0.409247 0.6827
ZGE -0.070259 0.025405 2.765541 0.0061
ZT0 0.073748 0.060609 1216771 0.2247
VA 1.110271 0.802058 1.384278 0.1674

Source: Processed Power, 2023

Based on the table following the Moderated Regression Analysis (MRA) testing, the
following can be concluded:

1. In the interaction between the Gender Inequality Index and Foreign Direct
Investment, the probability value is 0.6827 > a 0.05, thus HO is rejected. This means
that the Gender Inequality Index cannot moderate (strengthen) the effect of Foreign
Direct Investment on inclusive growth.

2. Intheinteraction between the Gender Inequality Index and Government Expenditure,
the probability value is 0.0061 < a 0.05, so HO can be accepted. This indicates that the
Gender Inequality Index can moderate (strengthen) the effect of Government
Expenditure on inclusive growth.

3. In the interaction between the Gender Inequality Index and Trade Openness, the
probability value is 0.2247 > a 0.05, hence HO is rejected. This means that the Gender
Inequality Index cannot moderate (strengthen) the effect of Trade Openness on
inclusive growth.
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Based on the results of the statistical testing, it was found that FDI does not affect
inclusive growth, with a coefficient value of 0.011210 and a probability value of 0.1239 >
o 0.05. The test results do not align with the established hypothesis that FDI has a positive
and significant impact on inclusive growth. The results of this research reject the
modernization theory proposed by Rostow, which states that FDI will drive inclusive
growth and also enhance it as well, because the presence of investment activities will
boost economic activities and increase job opportunities, so then every community will
experience an increase in income.

The findings are in line with the research conducted by Nadzir & Setyaningrum
Kenda (2023); Nkoro & Uko (2020); Rasool et al. (2022) that indicates that investment does
not influence inclusive growth. Investment is considered to be a key driver of inclusive
growth. From the results above, the researchers observe that G-20 countries have not
been able to realize the impact of investment rates on inclusive growth. G-20 countries
are still focused on their national income rather than the equitable distribution of income
among their populations.

The Influence of Government Expenditure on Inclusive Growth in the G20 from 2007 to
2021

Based on the results from statistical testing, it was found that government
expenditure affects inclusive growth, with a coefficient value of 0.483931 and a probability
value of 0.0000 < a 0.05. The test results align with the established hypothesis that
government spending has a positive and significant impact on inclusive growth. The results
of this research support Musgrave's fiscal policy theory, which explains that government
spending should be able to enhance inclusive growth, allowing society to gain equal access
to income as a result of government expenditure. The fiscal policy must promote
macroeconomic stability, reduce distribution imbalances, optimize resource allocation,
and advance equal opportunities. The findings are in line with Bado et al. (2023); Ernawati
et al. (2021); Mintarti (2017), where government expenditure is defined as spending used
to finance development, which has implications for the creation of welfare in society.
Government spending will enhance the development of economic facilities and create job
opportunities for income distribution among its people, as well as promote inclusive
growth.
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The Influence of Trade Openness on Inclusive Growth in the G20 from 2007 to 2021

Based on the results from the statistical test, it was found that trade openness
affects inclusive growth, with a coefficient value of 0.407973 and a probability value of
0.0000 < a 0.05. The results of the testing align with the established hypothesis that trade
openness has a positive and significant impact on inclusive growth. The results of this
study support the Heckscher-Ohlin (HO) theory, which explains that trade openness is an
important factor in enhancing inclusive growth. This research aligns with the studies
conducted by Gonese et al. (2023a); Ozegbe et al. (2019); Wang et al. (2023), which explain
that trade openness significantly and positively boosts inclusive growth at both the
individual level and in interactions. Trade openness can reduce unemployment by
accelerating resource allocation, increasing productivity, and enhancing competitiveness.
Trade openness will create job opportunities and increase people's income, or in this case,
promote inclusive growth.

The Gender Inequality Index Moderates the Impact of Investment on Inclusive Growth
in the G20 from 2007 to 2021

Based on the results from the Moderated Regression Analysis (MRA), it was found
that the gender inequality index cannot moderate the effect of investment on inclusive
growth. The probability value obtained was 0.6827, which is greater than the significance
level of 0.05. The test results do not align with the established hypothesis that the gender
inequality index moderates the effect of investment on inclusive growth.

The test results also do not align with the research conducted by Sangaji et al.
(2018), which explains that investment affects employment conditions in a country. Higher
wages and better job opportunities for workers in foreign companies in a country will
change the relative prices of inputs, which will then impact different groups, including
gender, subsequently affecting inclusive growth.

The Gender Inequality Index Moderates the Effect of Government Expenditure on
Inclusive Growth in the G20 for the Period 2007-2021

Based on the results from the Moderated Regression Analysis (MRA), it was found
that the gender inequality index can moderate the effect of government expenditure on
inclusive growth. The probability value obtained was 0.0061, which is smaller than the
significance level of 0.05. The test results align with the established hypothesis that the
gender inequality index moderates the effect of government spending on inclusive
growth.

The results of this research align with the study conducted by Kemenpppa (2021),
which explains that government spending must be able to pay attention to equitable
allocation for both men and women. Gender equality is important so then decision-making
considers the needs of women to enhance inclusive growth.
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The Gender Inequality Index Moderates the Effect of Trade Openness on Inclusive
Growth in the G20 for the Period 2007-2021

Based on the results from the Moderated Regression Analysis (MRA), it was found
that the gender inequality index does not moderate the effect of trade openness on
inclusive growth. The obtained probability value of 0.2247 is greater than the significance
level of 0.05. The test results do not align with the established hypothesis that the gender
inequality index moderates the effect of trade openness on inclusive growth. The results
above are inconsistent with the research by Ekaningtyas (2021), which explains that trade
openness allows women to engage in exports and a broader range of industries. The
dominance of female workers in the industry creates a wage gap between men and
women, who tend to receive lower wages and have less access to social protection rights,
impacting inclusive growth.

CONCLUSION

Based on the research findings, the researchers discovered that investment in a country
does not influence inclusive growth in G20 countries. This is because G20 countries have not been
able to realize the impact of investment rates on inclusive growth. G20 countries have remained
focused on their national income rather than on income distribution among their respective
populations. Unlike government spending and trade openness, both of which influence inclusive
growth, government spending enhances the development of economic facilities and creates job
opportunities for income equality among its citizens, as well as promoting inclusive growth.
Meanwhile, trade openness can accelerate resource allocation, boost productivity, and enhance
competitiveness, which will undoubtedly create job opportunities for the community to earn an
income. The results of this research also explain that the gender inequality index is capable of
moderating government spending on inclusive growth. Meanwhile, investment and trade
openness cannot be moderated. Thus, in creating inclusive growth, the government must be able
to allocate its funds wisely and equitably to all elements of society, both men and women.

This research has several limitations, such as the limited availability of data in several G20
countries and the short time period examined, which may affect the generalization of the results.
In addition, the use of the Gender Inequality Index as a moderating variable may not fully capture
all dimensions of gender inequality that impact inclusive growth. The differences in the
characteristics among the G20 countries and the limitations of the analytical methods used are
also factors that need to be considered.

Future research should expand the indicators of gender inequality by including additional
variables and conducting analyses based on regions or groups of countries. The use of more
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complex methods is also recommended to examine the causal relationships more deeply
between gender inequality and inclusive growth.
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