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Abstract

According to many economics and development experts, governance is an
influential factor in economic and sustainable development, and observance of
the good governance principle is an appropriate foundation for management of
various financial resources in an efficient way in order to accomplish sustainable
development in different societies. Therefore, in the current study, the effect of
good governance dimensions (political, social and economic) on the sustainable
development index in Iran is examined based on data from reputable
international organizations and usage of the econometric model in the period of
1997-2018. According to the variability test of variables and having a single root,
the Johnson Joe Celsius model is used, and the sustainable development variable
(with a combination of components of sustainable development including
economic growth, poverty alleviation, and preserving the environment) has been
calculated based on the principal component analysis technique. After estimating
econometric models, this study's results indicate that social governance is the
most important and influential governance dimension on Iran's sustainable
development index among governance dimensions. Overall, the good governance
has a positive effect of 1.39 percent on the sustainable development index. The
influence of governance variables on the sustainable development index is
significant and in line with economic theories.
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1. Introduction

Sustainable development in the general
sense is economic, social, and
environmental integration and in the
specific sense is the economic growth
reinforcement, poverty alleviation, and
environmental protection. Governance is
also a way of the political, social, and
economic governmental power used in
managing society's resources to achieve
sustainable development. Sustainable
development as the desired goals of
society and good governance is also
considered the ideal government model to
achieve these desirable goals. Briguglio
defines good governance as 1) political
governance, that is, the protection of the
rule of law and property rights, and the
provision of efficient public services for
managing the affairs of the country, 2)
social governance (human development),
which is having a long life with good
health, gaining knowledge and the ability
to obtain the necessary resources to
achieve a proper standard of living, and 3)
economic governance (macroeconomic
stability) that is the establishment of
internal and external balance of the
economy.

2. Research Methodology

In this study, the method used by Briguglio
to explain the relationship between
governance and economic growth is used
to examine the relationship between
governance and sustainable development
in Iran. This study having sustainable
development with the elements of
economic growth, poverty alleviation and
environmental protection, and
governance with political, social, and
economic dimensions  has  been
considered that the components of
sustainable development are measured by

the real GDP per capita growth (GCG),
headcount ratio at the national poverty
line (PHR), and the environmental
performance index (EPI), respectively, and
the governance dimensions are the rule of
law index (RLI), the human development
index (HDI) and the macroeconomic
stability index (MSI), respectively. The
overall goal of this study is to investigate
the effect of good governance's
dimensions on the sustainable
development index of Iran (with a
combination of its components using
principal component analysis) in the
period of 1997-2018, and its detailed
objectives include: 1) examining the impact
of political governance, 2) examining the
impact of social governance, 3) examining
the impact of economic governance, and
4) examining the impact of governance
dimensions as a whole on Iran's
sustainable development index.

3. Research Findings

Since all governance variables and
components of sustainable development
have been stabilized with a first-order
differential at the confidence level of 95%.
The Johansson-Josilius model is used to
estimate the econometric models of this
study. After performing the causality test,
the variables affecting the sustainable
development index of Iran are determined,
and the collinearity test is performed to
remove variables that have high
collinearity with each other. It was
determined that the variables GCG, PHR,
Gini coefficient (GIC), and Energy use per
capita (EUC), in addition to Governance
variables, affect the Sustainable
Development Index (SDI) in Iran. The
optimum lag of 1 is determined for all
states of governance and is confirmed
based on the maximum eigenvalues of the
long-term relationship for three states of
political, social, and economic governance
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with one vector and the governance
dimensions as a whole with three vectors.
The error correction coefficients in
different governance states are 0.97, 0.44,
0.78 and 0.91, respectively. In the case of
political governance, the effect of GCG
and PHR variables was negligible, and the
effect of GIC was high, and the rule of law
index had an effect of 0.3% on the SDI in
Iran. In the case of social governance, in
addition to the low impact of the EUC and
the proportionate impact of the GIC, the
human development index explained
1.56% of Iran's SDI changes during the
period under review. In the case of
economic governance, in addition to the
proportional effect of GIC and the
negligible effect of EUC and GCG, the
macroeconomic stability index affects
Iran's SDI by 0.49. In the case of
governance dimensions as a whole, the
variables affecting SDI based on the
explicit model in the mentioned period
including GCG, PHR, GIC, and HDI and the
effect of the first two variables is minimal
and the effect of the next two variables on
SDI in Iran is high. The signs of all the
coefficients of the explicit models'
variables are in accordance with the
performed studies.

4. Conclusion

In the case of governance dimensions as a
whole, only the human development index
as a representative of social governance
among the governance indicators affects
the sustainable development index of Iran
in the period under study. In other words,
the government's efforts to wuse the
political and economic tools of governance
to promote sustainable development have
been insufficient, and only the
improvement of social governance as a
suitable tool has been at the government's
disposal. The effect of the human
development index on the SDI in Iran is

positive and is equal to 1.39 per cent, which
was expected. Since it seemed that the
period under study for Iran is in the early
stages of sustainable development, the
necessary condition for promoting
sustainable development is improving
social governance and other aspects of
governance in later stages. Good
governance has affected Iran’s sustainable
development during this period, and it is
expected to have a clearer and more
sustainable impact on Iran's sustainable
development over time.
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