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Abstract: Nowadays corruption became a very hard and serious obstacle to development. In this paper
we examine the relation between governance and human development. Hence we use three main
indicators of governance; Control of Corruption, Political Stability and Rule of Law during 2002 –
2007 for 12 membersof OPEC. The results using a regression panel data analysis indicate that all
three components of governance indicators have positive and significance effect on Human
Development. Therefore policies for a better governance in these countries are suggested.
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INTRODUCTION

During last three decades the concept of human development has changed. Before 1970, economic
development measured Human Development Index in terms of GDP per capita. By this presupposition, every
country that achieves higher level of GDP per capita is more developed in comparison to the other countries
with lower level of GDP per capita. The main problem of this presupposition is that it didn’t notice to the
justice and welfare concept. Therefore, development scientists tried to introduce a social and economic index.
This short review of the concept of human development reveals that human development is affected by several
indicators such as economical, social and political. In this paper we want to test the effect of governance
matters on human development.

Good governance plays a really notable role on human development.  In recent years, researches about
both governance and human development are increasing, that shows the importance of these concepts, but the
majority of those studies have focused on relation between corruption and human development. Mauro (1996)
and Leite and Weidman (1999) found a negative relation between corruption and GDP per capita growth.
Gupta, Davoodi and Alonso-Terme (1998) in a survey by a cross-country regression have claimed that high
and rising corruption increases income inequality and poverty during the period 1980-1997. Mauro (1998)
indicated that the effects of corruption on ratio of public education spending to GDP and ratio of public health
spending to GDP are negative. He claimed that public officials do not want to spend more on education and
health because those spending programs offer less opportunity for rent speaking. Gupta, Davoodi and Tiongson
(2000) analyzed the relationship between corruption and health care and education services for 128 countries
covering the period 1985-1997. They concluded a high level of corruption increased the infant mortality rates
and dropout rates in primary school. In particular, child mortality rates in countries with high corruption are
about one-third higher than countries with low level of corruption; infant mortality rates are five times as high.
Qizilbash (2001) considered the relation between human development and corruption conceptually. Akhter
(2004) examined the relation between corruption and human development by fully information maximum
likelihood approach and found that globalization increases the level of economic freedom which affect on
human development improvement. Also it is found that globalization can reduce corruption and it has a
positive effect on human development. Akey (2006) explored in a sample of 63 countries to test the impact
of corruption on human development by using 3 different indices. The test result revealed statistically
significant negative relationship between corruption and human developments. In this paper we focus on the
effect of governance matters (Political Stability, Rule of Law and Control of Corruption) on human
development in OPEC member countries covering the period 2002-2007.

Data and Methodology:
In this article we gathered all related data (Human Development Index, Political Stability, and Rule of law

and Control of Corruption) for OPEC member countries except Iraq (that was not available). The Human
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Development Index is prepared from UNDP Annual reports (2004-2009). The governance data is gathered from
World Bank (WGI).

Table 1 shows the average of three most important indicators (Control of Corruption, Political Stability
and Rule of Law).

Table 1: The Average of Governance Indicators for selected OPEC countries
Country Control of Corruption Political Stability Rule of Law
Algeria -0.53145 -1.36618 -0.67258
Angola -1.21201 -0.86827 -1.35366
Ecuador -0.86916 -0.86633 -0.82948
Indonesia -0.8894 -1.44481 -0.83669
Iran -0.4331 -1.09417 -0.67542
Kuwait 0.800086 0.120353 0.721763
Libya -0.78157 0.017567 -0.67692
Nigeria -1.27503 -1.89751 -1.37028
Qatar 0.921898 0.878876 0.741789
Saudi Arabia 0.136588 -0.63392 0.176775
United Arab Emirates 0.982101 0.726812 0.725724
Venezuela -1.06493 -1.22123 -1.28327
Source: World Bank. (info.worldbank.org)

Figure 1 shows the trend of annual average development indicators in 12 members of OPEC during the
years 2002-2007. As it is seen Kuwait, Qatar and United Arab Emirate have the highest average measures
whereas Algeria and Angola have the lowest.

Source: UNDP
Fig. 1: Trend of Average Human Development Index in selected OPEC countries (2002-2007)               

In this paper we use EGLS Panel method to test the effect of three governance indicators on human
development index. 

In the above equation, HD is the dependent variable and refers to Human Development. PS, RL and CC
are our independent variables. PS is the abbreviation of Political Stability, RL refers to Rule of Law and finally
CC is the abbreviation of Control of Corruption. Finally i denotes the country and t is time. The coefficients
and probabilities of each variable are exhibited in table 2.

Table 2: The Estimation  Regression  Results 
Variable Coefficient Std.Error t.statistic Probe.
Political stability (PS) 0.041897 0.009969 4.202770 0.0001
Rule of Law (RL) 0.156247 0.024891 6.277139 0.0000
Control of Corruption (CC) 0.095829 0.021993 4.357304 0.0000

As table 2 reveals, the Political Stability, Rule of Law and Control of Corruption impact on Human
development positively in OPEC member countries.
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Conclusion:
In this study we examined the effect of governance matters on human development in OPEC countries

for the period 2002 to 2007. As a result, it should be said, all three of governance matters (Political Stability,
Rule of Law and Control of Corruption have positive and significant impact on Human Development. Therefore
a better governance policies in these countries are suggested.
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