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Abstract: In recent years, good governance has become a hot topic in public sector management; this 
is due to the significant role that governance plays in the health community. Studies and worlds 
statistics show that "good governance" is one of the most important factors in developing countries. So 
called the good governance is development foundation. On the other hand the process of economic 
development of countries in recent decades are as The growth of tourism industry as the largest (annual 
turnover), the most complex (the complex of human relationships) and the most diverse (due to 
variation in space and time, and various tourist) industry in the world and an engine of economic 
growth has become one of the most important policy concerns. So Tourism in communities is affected 
by the complex and intertwined political and economic factors and geographical features that will 
attract others. Now given the importance of tourism in the economy, in this study is to that Using panel 
data methods, test the effect of Indicators of good governance, GDP growth, technology growth, the 
inflation rate as an indicator of economic infrastructure and improvement of education on the level of 
tourism in the 30 selected developing countries in during the period(1996-2009). To achieve better 
results and increase the power by comparing the results has been a similar test in 30 OECD countries 
in the same period. The results show that in both countries, economic growth (GDP growth) and the 
level of technology to promote tourism, had a positive effect and the Level of literacy in OECD 
countries has a positive and significant increase in taking tourism  but in selected developing countries, 
is without meaning. In Study The six indicators of good governance Includes accountability of power, 
political stability, rule of law, regulatory quality, corruption and government effectiveness, in terms of 
tourism in both countries, the results show that Improving the governance indicators has a positive 
effects on tourism in both countries. 
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INTRODUCTION 

 
 The good governance as an opportunity for economic security, improvement of business environment and 
attraction of domestic and foreign investment is investigated through six indices of corruption control, rule of 
law, quality of rules and regulations, government effectiveness, political stability, right to comment and 
accountability by international entities, and each country’s situation, score and ranking among the world’s 
countries is announced annually. According to this view, market is regarded as an ideal. The achievement of 
economy and market ideal, however, depends on a set of essences that do not emerge spontaneously; instead, it 
is the liability of state and the set of social relations to create them. According to this view, the government is 
innately neither an obstacle to developing nor its factor. The main issue for the achievement of economic 
development and advancement is the achievement of the good governance. After all, according to the view of 
the good governance, the sustainable development is followed along with the achievement of democratic goals, 
justice, and environment preservation. These three goals are the complements of economic growth. On the other 
hand, today the environmental issues are not limited to a certain district, region or a country, but they found 
some supranational aspects that affect the fields of politics, economy, culture and society as well as the 
intellectual aspects of human life. Today’s special conditions of environment such as the components of 
democracy, human rights etc., which are the criteria for measuring the good governance, are at the center of the 
attention of public opinion and are considered by states. Thus, one of the noticeable concerns of states all around 
the world and one of the vital issues in political, economic, social and international interactions is environment 
and its preservation.  
 Hence, in the present research, it was attempted to investigate the effectiveness of enforcing this 
management method on the process of environmental quality changes in developing countries through 
considering some indices for the pattern of the good governance and depicting them in the framework of data 
and tangible statistics. Therefore, by accurately understating the various aspects of good governance and its 
relevant executive policies in environmental area of the developing countries that are at the first phases of 
economic growth and are going to face with environmental problems gradually, we can offer better directions to 
the plan makers and policy makers to make correct decisions. Because sustainable development involves the 
“economic”, “social” and “environmental” aspects that are interrelated to all of their subclasses, and perceiving 
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their interactions is very important in order for avoiding atomism, one-dimensional thinking when 
conceptualizing, institutionalizing, preparation of plans and their enforcement. 
 For this purpose, the present paper consists of five sections. After the Introduction and introducing the good 
governance, the second section deals with the description of market and environment relation and the necessity 
of government intervention. The third section introduces the implemented model and its variables and, in the 
fourth section, the results of model estimation and conclusion are provided.  
 
2. Review of Literature: 
 Today, with regard to the issue of market failure in the pricing of environmental goods, the necessity of 
government intervention in the environmental discussions becomes obvious because the free market accounts 
for the price of resources at the time of deciding  how much of the resource for the production of goods is used. 
When the prices are the accurate reflection of the real price of the resources, the free market encourages the 
preservation of them. Nevertheless, it has been seen that most of the times the price of many resources do not 
reflect all of the expenditures of their use. In addition, we see many environmental resources, despite their 
significant value, generally no price has been considered for their usage. The beneficiary institutes not only do 
not pay the real price for the exploitation of environmental resources and their resulting pollutions, but they also 
impose some costs on other members of the society. As a result, when an institute intends to create some 
individual benefits and impose external costs on the society, the issue of market failure is set forth. The other 
problem that we face with is that many environmental goods do not act like other available goods in shopping 
centers. They are more “public goods” than being individual goods and the “publicity” of these goods is the 
reason for markets avoidance of involvement in environmental goods and service business and free markets are 
not reliable regarding the preservation of environment. In confrontation with these affairs, it seems necessary for 
the government to intervene in the market system in order to support those who are affected by the side effects. 
That is exactly the same thing that states do in most situations. Hence, the governments, using the mechanisms 
such as pricing the resources, internalization of environmental costs and zeroing the social costs of production 
and consumption and enjoying legal and supervision instruments, can reduce the pollution and destruction and 
stabilize the economy through the reduction of pressure on resources. Therefore, the role of power in the field of 
environmental decision-making and policymaking is the matter that should always be considered, and through 
awareness of the political processes of resource allocation, it is possible for us to regular the environmental 
plans that hold the political acceptance and economic efficiency.  
 However, in a reaction to the theory of market failure and the necessity of government intervention, the 
theory of State Failure has also been suggested. According to this theory, intervening in economic affairs and its 
economic policies causes economic violations itself. These violations are stronger obstacles in front of economic 
performance improvement. It is assumed that the state politicians and authorities and public employees are not 
free from profit seeking, have their own profits, and seek to maximize these profits in their public activities. One 
says politicians, liberal reformists and others damage and violate the market functions by the government 
machine in order to advance their certain profits. The failure or incapability of the state may also be the result of 
the inherent and special limitation of the state itself.  
 The establishment of connection between the environment situation and the type of political systems is 
another obvious feature of the theory of political economy of environment. Many theoreticians of political 
economy of environment in their studies on the developing countries believe the form of the political system 
(closed or open, democratic or autocratic, military or parliamentary) is a determining factor for the 
environmental situation. It is assumed that in comparison with democratic countries, the undemocratic systems 
do not provide the public goods such as pollution control appropriately and enough.  
 Bailey and Bryant believe the center of the arguments about the role of governmental environment 
destruction is the detection and confirmation of the inherent and consistent contradiction in the function of the 
government. In fact, the government should play the role of developer on one hand and the role of supporter, 
preserver and responsible authority of environment on the other hand. This is the existing contradiction in the 
procedures and functions of the developing countries’ governments after World War 2. 
 Walker describes this contradiction as, “the governments never accepted the responsibility of managing and 
preserving the environment and biological resources. However, as the actors whose responsibilities are the 
provision and improvement of the collective goods, which their least is environment, it is assumed that 
governments are forced to accept this responsibility. Nevertheless, in practice the function of the government in 
this field is disappointing, not saying catastrophic. Instead of setting a solution forth for the environmental 
problems, the governments generally aggravated these problems.” 
 Bryant and Bailey feel the governments of the developing countries spent their entire attempt to expand 
their territorial capabilities and consolidate their governance at the beginning of their independency; as a result, 
they forgot the environment. The low financial power of these countries forced their governments to extract as 
much resources as possible (pattern of colonization period) and export the raw material and pressure on 
environment in order to gain income and meet the costs of their development and industrialization. Such a 
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condition imposed the elimination of environment preservation plans from the economic development and 
industrialization plans on the developing countries. The result was the following of development and 
industrialization at the cost of environment (destruction and pollution). The process of the destruction and 
pollution of environment was intensified because of the reliance to the export of raw material - especially the 
export of one or two products (i.e. oil) - the crisis of debts, security and political issues, conservative 
bureaucracies that defend the current condition, the corruption of leaders, the existence of the reinter and 
influential governments and groups, the strategic relation of governing classes with the trade and economic 
sector, and following the individual profits instead of collective ones by some governmental authorities. In a 
bureaucratic conflict, the environmental groups were ignored since the forces and authorities of these organs 
have so lower power and influence than the government and the processes of decision-making and the decision 
maker circles, and they generally played the second level role in the hierarchy of decision-making system. 
 Thus, with the rise of growth and development process and the formation of industrial development plans in 
the developing countries, the environmental situation of these countries is exposed to a concerning condition. 
The market and private sector have been unable to preserve the environment and persist against the negative 
environmental consequences resulting from the economic activities. The government, which is basically 
responsible to preserve the environment as a public good, either is unable to perform this inherent task or has 
added to the depth and intensity of this environmental crisis by its expanded and increasing intervention in the 
economic activities. During the decades after World War 2, the economic and political decision of the 
developing economies, especially the economies that went through industrialization, did not observe the 
environment and its management. In other words, the governments of the developing countries were unable to 
perform their role as the provider of public goods and were unsuccessful to compensate the market failures, 
especially regarding the attention to the environment preservation and prevention of its destruction and 
pollution. Environment’s situation (environment quality, destruction and pollution level) is an estimation of the 
interaction and effectiveness of the decisions, profits and the activities of the players such as the governments, 
businesses and economic agencies, environmental private organizations, green parties and the common public 
(the poor, women, farmers etc.) and the scientific authorities (scientific communities) at the domestic and 
foreign levels.  
 Hence, we conclude that in many cases the governments are themselves the factors of the destruction and 
downfall of environment. Not only do we tend to think the activities of the governments should be completely 
correct, but we also do not consider that the governments’ policies have no relation to environment at the 
surface. This is what is called “the failure of the government in confrontation with the environmental issues.” 
Obviously, since the markets are also unsuccessful in this relation, the general policy should be in accordance 
with the detection of an appropriate balance between the markets and the governmental interventions. 
 
3. Determination of Research Model and Experimental Results: 
 Our most important in this research is that whether or not the good governance, according to what is 
measured in the six-fold indices of the World Bank, has a positive and significant effect on the environmental 
index in the developing countries. In order to investigate the effect of the considered variable on the 
environmental quality, we should keep steady the effect of other inherently effective factors on pollution. 
Therefore, we can treat the effective factors on the environmental quality in the developing countries in 
association with the effects of scale, technology, political effect and preference. In this section, the effect of the 
mentioned factors on one of the most noticeable polluters of the air; i.e. Carbon Dioxide, as the environmental 
index (dependent variable) was tested in 30 selected developing countries at the period of 1996 to 2008. In order 
for reaching better results and increase in the comparison power in the obtained results, a similar test was 
conducted on 30 member countries of OECD at the same period. Furthermore, in this investigation the 
logarithmic variables of the GDP per capita based on the Purchasing Power Parity (PPP), high-tech 
manufacturing goods export index, six indices relating to governance including the right to comment and 
accountability, political stability and nonviolence, government effectiveness, rules’ quality, rule of law, fight 
against corruption and the index of primary education completion rate have been also used to respectively 
measure the effects of scale, technology, political effects and preference.  It must be pointed out that all of these 
indices are available through the statistical resources of the World Bank at the period of the research (1996-
2008). 
P = f(GDP,TEC,EDU,GG) 
 
P: Pollution (rate of the CO2 greenhouse gas emission), 
GDP: Gross Domestic Production; indicates the economic size of a country. 
TEC: Technology index 
EDU: Education level index 
GG: Good Governance indices 
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Following is the rationale behind selecting these variables: 
 
 The index of CO2 greenhouse gas emission, as the index expressing pollution, has been used due to the 
reason that, 1) about 60% of the greenhouse effects resulting from the human activities are related to the 
emission of CO2. The main source of the emission of this gas is the level of the fossil fuels that are currently the 
main instrument for energy creation in the industrial economic systems. Industrialization caused the intense 
exploitation of the fossil fuels such as coal, gas and oil to use for manufacture and transportation. The 
combustion of the fossil fuels results in the release of CO2 in the atmosphere as far as the concentration of this 
gas has increased up to 33% from 1800 until now. This gas is one of the most effective gases that cause the 
warming of the Earth; hence, it is known as the trans-boundary pollution. The second reason is the availability 
of its data for the long periods and for most of the countries. 
 The index of high-tech manufacturing goods export expresses the manufacture of the goods that are 
produced and exported at high levels of R&D (such as the manufacture of aerospace industries, pharmaceutical 
industry and computing machines). This index consists of three dimensions of technology, creation of new 
technology and development of human skills. Since the level and capacity of the available technology in a 
country and typically the amount of achieved advancements can be effective on environment management, 
especially on the reduction of environmental destruction during the economic growth and reaching to the path of 
sustainable development. Therefore, in order to reach to this purpose, both technology creation and technology 
distribution are important. Hence, inserting the index of the high-tech manufacturing goods export is completely 
relevant to the research problem. 
 The selection of the governance indices for measuring the political effect is based on the important point 
that no environmental policy will emerge in response to environmental arguments unless people become aware 
and demand a better environment. The improvement of environment in this way is affected by the effective 
response of the governments to the people’s need of having a clean environment. Those governments with high 
political maturity direct the society towards the preferences of people, and reaching to this political maturity 
depends on the good governance. Therefore, governance can be treated as the expression of the level of a 
government’s response to people’s needs regarding the environmental issues. 
 The primary education completion index has been chosen because the level of the residents’ awareness and 
their commitment to observe the environment can be a controlling instrument in the field of pollution. 
Principally, the communities whose people have a higher education and social development level feel more 
concern about the environmental dangers. 
 In this paper, using the econometrics analysis of panel data, the following model was enforced and 
assessed. Of course, it should be reminded that the absence of statistical data of some variables in some courses 
makes the unbalanced inevitable. According to the panel data method, two tests are conducted: 
 In order to determine the equity of the countries’ intercepts with the manner of the difference in the 
countries’ intercepts the F test is used, and for determining the fixed effects method or the random effects the 
Hausman test is used. In this research and after conducting the two tests, the fixed effects method was used to 
assess the model. Furthermore, after analyzing the classic hypotheses, since the mentioned model has the 
problem of the heterogeneity of the variance between the groups, the model was estimated through the 
Generalized Least Squares (GLS) in order to tackle this problem.  
 
LnPit = β0 + β1LnGDPit + β2EDUit + β3TECit + β4GGit + Uit 

In the above equation, 
Ln pit: amount of the logarithm of the emission of carbon dioxide polluter gases for the i country in the year t 
based on metric-ton (as the pollution index), 
Ln Gdpit: the logarithm of the Gross Domestic Production per capita of the i country in the year t based on the 
base price of 2000, 
EDU: index of primary education completion rate, 
TEC: technological index of high-tech manufacturing goods export,  
GG: relates to the governance indices that include six indices of ability to respond, political stability, rule of 
law, quality of regulations, fighting against corruption, government effectiveness as well as the mean of six-fold 
indices of governance. 
 
4. Results and Analysis: 
 The discussed equation was estimated for both the members of OECD and developing countries at the 
period of 1996 to 2008 using data panel method. The results of the assessed model are provided in the tables 5-1 
and 5-2. 
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Table 5-1: Results of estimating the model for OECD members. 
Descriptive variables CO2 

Scale effects Logarithm of GDP per capita **6.75 
Political effects Ability to respond *-2.10 

Political stability **-6.41 
Government efficiency *-3.31 

Regulations quality *-4.11 
Rule of law *-4.08 

Corruption control **-5.34 
Good governance index *-3.79 

Technological effects High-tech manufacturing good export index **-1.26 
Preference effects Primary education completion rate *-1.07 

0.951 

F test results Ftest 73.4# 
Hausman test results Hausman χ2 94.9# 

Number of observations 181 

 
Table 5-2: Results of estimating the model for developing countries (CO2 as the dependent variable). 

Descriptive variables CO2 
Scale effects Logarithm of GDP per capita **4.16 

Political effects Ability to respond *-1.91 
Political stability -1.04 

Government efficiency -2.19 
Regulations quality -1.89 

Rule of law *-2.64 
Corruption control *-1.96 

Good governance index **-0.211 
Technological effects High-tech manufacturing good export index **-1.26 

Preference effects Primary education completion rate -0.15 
0.90 

F test results Ftest 141.51# 
Hausman test results Hausman χ2 42.75# 

Number of observations 180 
* indicates the significance of the parameters at 5% level 
** indicates the significance of parameters at 10% level 
# indicates the rejection of null hypothesis at significance level of 5% 

 
 The computing F statistic is used to test the equity of the intercepts. Because the computing F is larger than 
the table’s F, the H0 hypothesis; i.e. heterogeneity of the countries, is rejected. Thus, the effects of the country 
groups are confirmed, so different intercepts should be considered in the estimation. In addition, in order to test 
the selection between the fixed effects and random effects the Hausman statistic is used. According to the 
results, because the computing X2 statistic is larger than the table’s X2, so the H0 is rejected; i.e. the random 
effects are heterogeneous and we should use the fixed effects method to estimate. Now we continue with the 
analysis of the obtained coefficients and values in the conducted estimations. 
 As we can observe in the above tables, it is obvious that all of the variables have the anticipated signs that 
are homogenous with the theory. Regarding statistics, most of them are significant. 
 The coefficient of right to comment and accountability indices in the developing countries and members of 
OECD being negative and significant means that the more the people and the environment supporting groups of 
a society have the right to comment and the more the accountability of the government and authorities of that 
society, the environmental quality index has a better situation. In other words, when the people of a country 
have more freedom of speech to express their opinions for opposing the formation of environment polluters by 
the governmental and non-governmental institutions and, in turn, the government is accountable and pursuing to 
these demands, the environmental indices will be in a better situation. Therefore, if the governments expect the 
companies to agree with the environmental regulations and accept the good monitoring standards, they 
themselves should agree that they would activate accountability to people and customers for some aspects of 
their setting activities.  
 The comparison between the coefficient of political instability in the developing countries and in the 
members of OECD indicates that the members of OECD enjoy a cleaner environment by establishing a stable 
political atmosphere. On the other hand, in the developing countries the governments have not been able to 
consider the environmental issue ssufficiently because of the lack of their political stability. 
 Despite the efficiency and government effectiveness among the members of OECD indices being negative 
and significant, they are not significant in the developing countries. The negative and significant effect of these 
indices among the members of OECD on the reduction of carbon dioxide polluter is because of the role of the 
governments, especially their environmental entities, in the enforcement of the environmental regulations and 
preservation of the environmental resources. Thus, the good governance requires the existence of the processes 
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and entities that, apart from meeting the society’s needs, are alongside the optimum use of the available 
resources. The concepts of efficiency and effectiveness in terms of good governance include the sustainable 
implementation of the natural resources and the preservation of the environment. In other words, the more the 
government, especially its environmental entities, has more power to enforce the environmental regulations, 
preserving the environmental resources would be done more efficient by the government.  
 The coefficients obtained from the estimation of the model regarding the index of regulations quality also 
indicates the high effectiveness of this index on the improvement of the environmental situation of the members 
of OECD. Since the degree of the governmental intervention in the environment economy, the improvement of 
the degree and quality of the tariff and non-tariff barriers to the preservation of environment, the size of the 
regulations prohibiting pollution and the degree of the effectiveness of the antipollution policies are among the 
determining factors for the level of the pollution. The governments of the developed nations, through the 
imposition of the environmental laws such as environmental taxes, have been able to affect the reduction of the 
polluters, particularly carbon dioxide, significantly. Although the implementation of the environmental laws is 
prevalent among the members of OECD, most of the developing countries have not yet imposed or enforced 
such laws. Regarding the effect of these indices on the reduction of the air polluters in the developed countries, 
we suggest to the governments of the developing countries such as Iran to improve their efficiency index so that 
they can help improve the quality of their environment through the imposition and enforcement of the 
environmental laws. Similarly, the World Bank has observed, despite the common interpretations, the higher 
environmental standards in the industrialized countries do not result in their international competitiveness. 
 The negative relationship between the rule of law index and environmental quality index for both groups of 
the studied countries shows that the presence of the powerful and fair legal frameworks and the good 
performance of the justice and intelligence systems in the enforcement of the laws in a country will positively 
affect the reduction of the environment destructive activities. In other words, the more the justice system of a 
country is more powerful and relentless in the enforcement of the environmental laws and in more extensive 
punishment of the polluters (whether public or private sector), the level of pollution and number of polluter will 
decrease in that country. 
 the more the frequency of corruption among the public authorities and the prevalence of bribery in order for 
getting economic licenses of extra exploitation of the natural resources in a country, its environmental resources 
will be exposed to more destruction. The negative relationship between the index of corruption control and 
index of environmental quality in the estimation of the model is the evidence for this claim. 
 With respect to the effect of the good governance on the environmental quality, the results demonstrate the 
negative relationship between the indices of governance (except corruption control) and the level of carbon 
dioxide polluter. The hypothesis that the improvements of the government indices reduce the pollution with 
regard to their effect on the reaction of the governments to the demand of people for the improvement of the 
environmental quality is confirmed according to this paper. In other words, “good governance” is among the 
factors that improve the environmental quality.  
 The analysis of the coefficients of GDP as the index for the growth of countries indicates the economic 
growth is together with the formation and intensity of pollution. This relationship shows that the level of the 
emission of carbon dioxide greenhouse gas has significantly increased regarding the unit of the produced per 
capita income in most of the investigated countries.  
 The negative relationship between the technology variable and pollution level in the estimated models 
means that with the enhancement of the technology level, the environmental quality has improved. In addition, 
the effect of technology on the reduction of polluters being higher among the members of OECD than the 
developing countries shows that most of the members of OECD in recent years, with their achieved 
advancements related to the modern technologies, have been able to reduce the existing pollution as well as 
taking the necessary actions  to prevent the new pollutions through reaching the standard level of pollution. 
Although the necessity of using the specific technologies of controlling pollution is the best common and the 
dominant policy in supporting the environment and reducing CO2 polluter in the economy of most of the OECD 
members, the use of these technologies has not yet been efficient and prevalent in most of the developing and 
under-developed countries because of their high costs. Therefore, technology affects pollution level in two 
ways; first, with the improvement of technology and use of modern technologies, the functions of production 
need less to the environmental goods or they will have less pollution as the complementary goods for production 
and it means the production with less destruction to the environment. Second, the improvement of technology 
can occur in the industries of pollution reduction and cause these industries to act more efficient and take more 
cost-effective actions to dispose pollution and the result of both effects of the technology is the reduction of the 
emission intensity of pollution. 
 In the analysis of the obtained coefficients of the estimation of the education level and literacy on pollution 
in becomes clear that the index of education level among the members of OECD is positive and significant on 
pollution reduction; however, it is insignificant for the selected developing countries. This matter means in the 
selected developing countries, either the enhancement of literacy was not as much that it could play a vital role 
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in the reduction of polluters or the people of these countries do not pay much attention to the non-economic and 
environmental aspects of their life and do not follow the considerations relating to the achievement of the 
sustainable development. This problem results in the situation where they do not attempt eagerly and 
independently in order to reduce an amount of the pollution they create or at least make it domestic. It is 
believed that the best base to defend the environmental rights of the residents is built in the mind of human 
being. Environment training is the fundamental component of this base. The goal of training should be the 
prevention of destructive activities because the cost for the treatment of destruction is much higher than that of 
prevention.  Environment training and enhancing the awareness and knowledge level of environment should 
include all of the age groups of the society and all of the occupations such as justice systems, legislators, 
executive authorities and other residents. 
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