X . Journal of Tourism Planning and Development Volume 14. Issue 52. Spring 2025. Pages 95 to 115.

Research Paper

Investigating the Tourism Situation in Iran from the Good
Governance Perspective

Samira Motaghi™ ®, Mohammad Reza Tahmasebi?® ®

! Associate Professor, Department of Economics, Allameh Tabataba’i University, Tehran, Iran.
(s.motaghi@atu.ac.ir)

% Instructor, Department of Accounting, Islamic Azad University, Kalibar branch, Tabriz, Iran.
(Tahmasebimohamdreza@iau.ac.ir)

928 © The Author(s) publisher: University of Mazandaran

d 10.22080/JTPD.2025.25838.3814

Received:

October 7, 2024 Abstract

Accepted: Context and Purpose: The tourism industry is considered a main driver of economic

March 15, 2025 growth, and good governance is required to ensure the security of property rights, contract
Available online: enforcement, and collective action. The tourism industry, especially in Iran, due to its
April 20, 2025 historical, cultural, and natural attractions, should be given more attention than in the past,
and appropriate policies should be taken into account. Therefore, this research investigates
the demand for tourism in Iran by considering the indicators related to good governance
separately. Design/methodology/approach: This research uses data from 1996 to 2020
and the Dynamic Least Squares (DOLS) method, in addition to economic growth and
exchange rate, to examine the effect of good governance dimensions on Iran's tourism
industry in six separate models. Findings The findings show that among the six indicators
of good governance, only two dimensions of governance, i.e., rule of law and government
effectiveness, have a statistically significant and positive effect on the demand for tourism
in Iran. Also, the findings indicate that the type of party that controls the government does
not have a statistically significant effect on the demand for tourism, while an increase in
economic growth and a decrease in the value of the national currency always increase the
arrival of tourists. Conclusion: Therefore, to strengthen the development of sustainable
tourism, policymakers must apply and adhere to high-quality governance practices, as well
as effective government policies, a stable political and economic environment, and a
positive and stable image of the country. Originality/value: In examining the impact of
governance on the tourism industry, with a few exceptions, most of the empirical studies
are dedicated to developed or developing countries without considering Iran and the
impact of one or two determinants of governance on the tourism sector, at the level of
country case studies or as a cross-sectional comparative analysis In addition to filling this
research gap, the present study investigated the importance of governance quality in the
development and motivation of tourism in Iran by using the six governance indicators
demand, Iran provided by the World Bank.
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Extended Abstract

1. Introduction

Unlike in previous decades, the tourism
sector was not considered a major focus
for policymakers and researchers and was
not seen as a primary driver of economic
growth. However, over the past two
decades, governments, policymakers, and
economists have recognized the changes
as the economic potential of the tourism
industry, leading to increased attention on
the tourism-economic growth nexus.
Tourism growth leads to an increase in
foreign exchange, which can boost
domestic  production, create  job
opportunities for locals, and provide the
financial  resources necessary  for
developing capital goods that promote
economic growth. Moreover, tourism
positively impacts other sectors, such as
transportation, food, and real estate. As
one of the most dynamic economic
sectors, tourism €NnCcompasses
accommodation services, food and
beverage, entertainment, transportation,
and travel services.

The Middle East and North Africa
(MENA) region, especially Iran, is one of
the most attractive areas for tourism.
However, studies related to this region
have paid little attention to the impact of
governance and institutional quality on
tourism demand. Good governance and
high institutional quality encourage
economic development, leading to
increased investment in the tourism
industry, such as infrastructure, hotels,
and tourism products and services, which
in turn attract more tourists. Additionally,
countries with good governance and
institutions are considered safe and
secure, enhancing the competitiveness of
their tourism sectors.

Most empirical studies, with a few
exceptions, have considered the effect of
one or two governance determinants on
the tourism sector at the country case
study level or as a comparative cross-
sectional analysis. However, studies
analyzing good governance and the
tourism industry in Iran are rare. From this
perspective, we raise the question about
the impact of good governance on tourism
and whether the consequences of the
governance quality are significant for
Iran's tourism. The research hypothesis is:
A good governance image might enhance
tourism attractiveness in Iran.

2. Research Methodology

This study aims to analytically examine the
impact of good governance indicators on
tourism demand in Iran. It uses time-
series data from 1961-2020, employing the
Dynamic Ordinary Least Squares (DOLS)
method and Eviews 13 software for
analysis. Data sources include the World
Bank, the Central Bank, and the Statistical
Center of Iran. The econometric model
follows the model by Topcu et al. (2020), as
represented in the following equation:

ln TOURt == BO + ﬁl 11’1 GDIDLL +
B, In ECHANGE RATE, + B3 In GG, +

Padgov ¢ + &

In the model, "In" represents the natural
logarithm, and "epsilon" denotes the error
term. The dependent variable, TOUR, is
defined as the number of international
tourist arrivals to Iran.GDP and
EXCHANGE RATE represent the country's
per capita GDP in constant 2020 dollars
and the dollar exchange rate, respectively.
The variable GG includes governance
indicators for Iran, namely: Voice and
Accountability (VA), Political Stability and
Absence of Violence/Terrorism (PS),
Government Effectiveness (GE),
Regulatory Quality (RQ), Rule of Law (RL),

Samira Motaghi, Mohammad Reza Tahmasebi. Investigating the Tourism Situation in Iran from the Good
Governance Perspective



TN

X ' Journal of Tourism Planning and Development Volume 14. Issue 52. Spring 2025. Pages 95 to 115.

and Control of Corruption (CC). The
dummy variable Dgov represents the type
of ruling political party, with a value of six
assigned to the party in control and two
otherwise. It is important to note that
model (6) is estimated separately in six
distinct modes, considering good
governance indicators.

3. Research Findings

The findings indicate that economic
growth and a decrease in the national
currency value (increase in the dollar
price) consistently increase tourist
arrivals. For instance, assuming other
conditions remain constant, a 1% increase
in economic growth leads to more than a
1% increase in tourism demand. According
to theories, international tourism demand
increases  with  economic  growth
(increased per capita income). Similarly, a
1% decrease in the national currency
value, assuming other variables remain
constant, increases tourism demand by
0.2% to 0.4%, as a higher exchange rate
reduces the value of the local currency.
These results align with the findings of
Topcu et al. (2020). Another variable
examined is the type of ruling political
party, which results show has no
significant impact on tourism demand.

Among the governance indicators, only
two indicators, Government Effectiveness
(GE) and Rule of Law (RL), increase tourist
arrivals, and other good governance
indicators do not significantly impact
tourist arrivals. Government Effectiveness
(GE) has a positive and significant impact
on tourism demand during the study
period. Assuming other conditions remain
constant, a 1% increase in this variable
increases tourism demand by 0.3%.
Greater government effectiveness can
help produce high-quality public goods
and improve the quality of tourism

products, as discussed by Das and
Dirienzo  (2010).  Additionally, the
government should be directive in
coordinating efforts across different
sectors to produce the goods and services
tourists consume. Increased government
effectiveness leads to a rise in tourist
arrivals, reflecting the overall quality of the
administrative system, the competence
and capability of officials, and the
independence of public services from
political pressures (World Bank, 2013).
Therefore, a competent government
boosts tourism demand, which in turn
increases tourism revenue.

The Rule of Law (RL) also has a positive
and significant impact on tourism demand
during the study period. Assuming other
conditions remain constant, a 1% increase
in the rule of law increases tourism
demand by 1.2%. The rule of law indicates
the practical respect that statesmen and
citizens of a country have for institutions
created to enact and enforce laws and
resolve disputes. According to studies by
Sameti et al. (2013), this creates social and
economic security for tourists, allowing
them to enter the host country with peace
of mind.

4. Conclusion

As an opportunity for economic security,
good governance improves the business
environment. It attracts domestic and
foreign investments, which international
institutions  evaluate  through  six
indicators—government effectiveness,
political stability, regulatory quality,
control of corruption, rule of law, and
voice and accountability. Alongside
tourism attractions, good governance
creates political security, enhances
international = cooperation, = promotes
domestic  tourism attractions, and
increases tourist arrivals. The absence of
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good governance leads to issues such as
poverty, corruption, unemployment, and
citizen dissatisfaction, which can result in
a lack of confidence among foreign
tourists. This, in turn, causes a decline in
tourist arrivals, depriving the country of a
significant source of revenue. Therefore,
policymakers must implement high-
quality governance practices and adhere
to them to ensure effective government
policies, a stable political and economic
environment, and a positive and
consistent image of the country to
strengthen sustainable tourism
development.
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