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Abstract: This paper reviews the relationship between the rule of law, good governance, and 

sustainable development as those terms are used by the relevant development organizations; 

describes the efforts made by various organizations to promote the rule of law and good gov-

ernance; and addresses the need to strengthen compliance and enforcement for sustainable 

development. A recent movement, which has revitalized our national economy and financial 

markets, is certainly the implementation of general policies of Article 44 of the constitutional 

law. Every one consents to the necessity of implementing such policies ensuring the process 

of privatization of state enterprises and providing a legal ground for this movement. The main 

objective of communicating these policies is to convert the current national economy to a dy-

namic, developmental, and competitive economy that will be possible via reducing the gov-

ernment outsourcing as well as expanding the activities of private sector. Much of research 

conducted in developed countries show that privatization laws cause to change the role of the 

state, create new financial facilities, expand public welfare and increase financial and opera-

tional performance in divested companies which leads to an optimal allocation of interests, 

financial and economic stability, enhancement of the rates of national growth and efficiency 

and effectiveness. However, given the legal, financial and economic conditions of the coun-

try, in order to implement this principle, the ground for privatization should be created in the 

country through accelerating the formulation and adoption of proper infrastructures.  
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Introduction 

It is widely recognized that good governance 

with Privatization is essential to sustainable 

development. Well functioning legal 
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institutions and governments bound by the 

rule of law are, in turn, vital to good govern-

ance. Weak legal and judicial systems where 

laws are not enforced and noncompliance and 

corruption are the norm undermine respect 

for the rule of law, engender environmental 

degradation, and undermine progress towards 

sustainable development. Practitioners in the 

development field have increasingly turned 

their attention to reforms to improve legal 

and judicial institutions and promote the rule 

of law and good governance. For example, 

various United Nations agencies such as the 

United Nations Environment Program 

(UNEP) and the United Nations Develop-

ment Program (UNDP), as well as the World 

Bank and other regional development banks, 

are directing increasing resources to reform 

legal and judicial institutions. To date, how-

ever, most of these efforts have concentrated 

on developing new laws and creating new 

institutions, rather than building capacity for 

ensuring compliance with existing rules. Yet 

without compliance, laws and regulations are 

meaningless or worse, they undermine re-

spect for the rule of law and cannot promote 

sustainable development. As a result, many 

developing countries and countries with 

economies in transition still suffer from weak 

legal and judicial systems, lack investment, 

and have poor development prospects, sus-

tainable or otherwise. Thus, donor driven 

reform efforts need to ensure that their rule of 

law efforts include sufficient training and 

capacity building to establish the institutional 

foundation for compliance and enforcement, 

through both instrumental and normative ef-

forts. The first section of this paper reviews 

the relationship between the rule of law, good 

governance, and sustainable development, 

after Privatization and they are as those terms 

are used by the relevant development organi-

zations. It then briefly describes the efforts 

made by various organizations to promote the 

rule of law and good governance. Finally, the 

paper addresses the need to strengthen com-

pliance and enforcement for sustainable de-

velopment. 

In today's world, business environment 

has an increasing complexity, turbulence, and 

changes constantly and companies are con-

sidered as the economic pillar of the society 

in creating wealth and jobs and attracting 

capital (Solomon, 2007). In order to create 

value in the market, gain a sustainable com-

petitive advantage, survive, and advance in 

that market, innovation process and regulato-

ry mechanisms in the organization should be 

improved to prevent stagnation and destruc-

tion (Alvani, 1985). Recently, implementing 

the general policies of article 44 of the con-

stitution (privatization) has revitalized our 

national economic scenes and financial mar-

kets. In fact, communicating the policies of 

article 44 of the constitution represents the 

attitude of the system toward the national 

economic activities and declaring this attitude 

is very important for economic actors and 

indicates a new horizon for the national eco-

nomic activities that requires an appropriate 

strategy. However, the main objective of 

communicating these policies is to convert 

the national current economy to a dynamic, 

developmental and competitive economy that 

will be possible via reducing government 

outsourcing as well as developing the activi-

ties of private sector (Kianpour, 2009, pp. 

219). Research in experienced countries such 

as England, Germany, etc. have shown that 

the privatization laws cause to change in the 

state role, create new financial facilities, ex-

pand the public welfare and increase the fi-

nancial, operational performance in the di-

vested companies, restructure and change in 
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the corporate governance of the privatized 

companies (Moshiri, 2010, pp. 141158) and 

due to transparent financial markets and 

strong legal systems, this led companies to an 

optimal allocation of interests, financial and 

economic stability, enhancement of the rates 

of national growth and efficiency and effec-

tiveness. The framework of the process of 

privatization is one of the most effective and 

essential strategies for achieving a dynamic 

and progressive economy and industry 

(Prokopenko, 2001).  

 

Thought Study of Privatization in Iran 

1.Government, Article 44 of the Constitu-

tion In line with Privatization 
 

The Expediency Council has provided new 

and liberal interpretations of Article 44 of the 

Constitution following years of ambiguity, 

debate and controversy concerning private 

sector activity (domestic and foreign) in Iran. 

This article in relevant part provides “The 

economy of the Islamic Republic of Iran is to 

consist of three sectors: state, cooperative, 

and private, and is to be based on systematic 

and sound planning. The state sector is to 

include all large-scale and mother industries, 

foreign trade, major minerals, banking, insur-

ance, power generation, dams and large-scale 

irrigation networks, radio and television, 

post, telegraph and telephone services, avia-

tion, shipping, roads, railroads and the like; 

all these will be publicly owned and adminis-

tered by the State. The cooperative sector is 

to include cooperative companies and enter-

prises concerned with production and distri-

bution, in urban and rural areas, in accord-

ance with Islamic criteria. The private sector 

consists of those activities concerned with 

agriculture, animal husbandry, industry, 

trade, and services that supplement the eco-

nomic activities of the state and cooperative 

sectors. The [precise] scope of each of these 

sectors, as well as the regulations and condi-

tions governing their operation, will be speci-

fied by law.” As evident from the compre-

hensive definition of the state sector, most 

major economic activities of Iran fall under a 

state monopoly. Nevertheless, in recent years 

a more liberal and pragmatic interpretation 

was applied in order to legitimize the gov-

ernment's efforts of privatization. The major 

example of such approach was reflected in 

the law of the Third Five Year Development 

Plan. Although the Guardian Council object-

ed to privatization provisions in the Third 

Plan based on Article 44, the Expediency 

Council (the highest body who resolved dis-

putes between the Guardian Council and par-

liament) let those provisions stand. Notwith-

standing, the Guardian Council has consist-

ently objected to any legislation which runs 

afoul of the principals articulated in Article 

44. The most recent objections were made to 

the Fourth Five Year Plan ratified by the pre-

vious parliament provisions of privatization. 

Given the ongoing uncertainty regarding Ar-

ticle 44 and the disputes between the gov-

ernment, parliament and Guardian Council 

concerning its applicability, the Expediency 

Council has finally stepped in to provide a 

binding interpretation of this article. After 

months of deliberation, The Expediency 

Council has commenced providing its inter-

pretation (as the highest body in Iran) and 

policies on this subject. In sessions held last 

week of September and first week of Octo-

ber, the Expediency Council has ratified two 

major provisions concerning Article 44, 

which are as follows.  

(i) The government is obligated to dis-

engage from those economic activities that 

private sector participation is permitted by 

the end of the Fourth Development Plan (i.e.  

2010). In case necessary, such participa-

tion by the government will only be permit-

ted by proposal of the cabinet and ratification 

by the parliament for a specified time. 
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(ii) investment, ownership and manage-

ment in those fields provided in Article 44 

shall be permissible, as provided below, by 

the public non government organs, private 

and cooperative sector: a. Large industry, 

mother industry (including large oil and gas 

downstream industry) and large mines (ex-

cluding oil and gas); b. International trade 

activities within the framework of the coun-

try's trade and foreign currency policies and 

so long as it does not create a monopoly; c. 

Banking and Insurance; d. Power generation 

including production for domestic and export 

consumption; e. Dams and large irrigation 

networks; f. All post and telecommunications 

with the exception of mother telecommunica-

tions networks, transfer of frequencies and 

exchange and distribution of basis mail ser-

vices; g. Roads and railways; h. Aviation and 

shipping; Based on the foregoing, private 

sector participation is clearly authorized in 

most sectors that were once deemed under 

the exclusive control and monopoly of the 

government. Upstream oil and gas activity 

remain as the most significant exception to 

private participation whereby the government 

is to maintain a monopoly. This directive by 

the Expediency Council has for the first time 

provided a clear and transparent interpreta-

tion of Article 44 and thus disallowing any 

further objections by the Guardian Council 

concerning privatization efforts by the gov-

ernment and parliament. 

Purview and the way of government in-

tervention in the economy and its advantages 

and disadvantages are topics discussed by 

economists and economic theorists during the 

past few decades. The delimitation of gov-

ernment intervention is the most important 

issue that has been considered by economic 

theorists since the formation of the thought of 

modern economy. The delimitation of gov-

ernment intervention in the field of economic 

activities depends on different attitudes and 

perspectives of economic system on the 

property, hence the issue of property is 

considered as the most important discus-

sions of any economic system because by 

knowing the form of property and its pur-

views in any economic system, the system 

position about other economic issues can 

be realized . In other words, proper under-

standing of the views of any school on 

property identifies the attitude of that 

school on other economic issues. In a gen-

eral classification of the role, the govern-

ment plays in economic domain and the 

extent its intervention should be, three pe-

riods (approaches) could be separated:  

 

2.Market Government Approach 

This period initiated with the industrial de-

velopments in England from the eighteenth 

century and was along with the thoughts of 

classical economists. The basic feature of 

economic system in this era is limited gov-

ernment intervention in economic affairs. 

Functions were consistent with what Adam 

Smith had raised as the basic functions of 

government i.e. providing public security, 

defending country’s territorial integrity and 

investing in sectors producing public goods. 

Despite sharp criticisms on such economic 

system, this period continued until the twen-

tieth century (Moshiri, 2010, pp. 141158). 

 Government Market approach in the first 

half of the twentieth century, two events of 

the Great Revolution (1917) and the Great  

Economic Crisis in Europe and America 

(19291934) led the government to play a 

greater role in the economic domain. With 

the revolution in 1917 that the idea of social-

ist economy was operationally implemented 

for almost 70 years, the government began to 
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completely take over the helm of affairs and 

left no opportunity for private sector; howev-

er, with great economic crisis namely Capi-

talism, the government acted as a comple-

mentary to private sector in investment area 

and finally, Keynesian ideas were crystal-

lized in the framework of government. In 

fact, it can be said that the effective function 

of the process of Market government led to 

larger dimensions of the government's deci-

sion-making in a diverse way. But it should 

be considered that Keynes raised the gov-

ernment only as a catalyst and did not raise a 

discussion on the process of the government 

market. Indeed, it can be said that after de-

feating the market during decades of 

19301970, states became responsible for 

many economic activities with the aim of 

removing market failures, traditional and lim-

ited production and structural duality in tradi-

tional, modern and contrasting both econom-

ic and social affairs, creating economic infra-

structure, optimal allocation of interests, 

providing basic goods and services, achiev-

ing political social targets and accelerating 

developments. Also, in developing countries, 

where there is no organized system called 

market to be able to allocate resources, gov-

ernments had a special status in national 

economy; therefore, these countries drove 

towards Government market approach 

(Mahdavi Adeli, 2006). 

 

3.Returning to Market Government Ap-

proach 

In the later quarter of the twentieth century, a 

returning period to the ideas of the first peri-

od was created and an approach known as 

Neoliberals could remove government ori-

ented ideas of socialist and Keynesian etc. In 

this period, in addition to the inability of 

wellbeing states to solve the stagnation infla-

tion problem in developed capitalist coun-

tries, the inability of socialist systems in re-

sponse to the consumption requests and de-

mands of individuals provided a field to re-

vive the liberalism approach in new intellec-

tual formats. In these conditions, one of way 

to achieve economic development was privat-

ization policy. Privatization is a process in 

which the government accesses the possi-

bility of transferring its duties and facilities 

from the public sector to the private sector 

at any rate and if a government acts for 

such transfer in the case of diagnosis and 

appropriation, the concept of privatization 

expresses to make eligible and open doors 

of a public financial institution to market 

forces according to the inputs and outputs 

(Kianpour, pp. 219, 2009). 

In Iran, Privatization was first raised in 

1983 and followed with the First Develop-

ment Plan in 1989 and finally, according to 

articles 44, 134, 138 of the constitution 

were first initiated from June 1991. In re-

cent years, the movement that revitalized 

the national financial markets and economy 

has been the implementation of the general 

policies of Article 44 of the constitution. In 

Iran, Article 44 of the constitution consid-

ers the economic system of Islamic Repub-

lic of Iran based on three sectors of state, 

cooperative and private ones (according to 

the plan, the government wants to reach its 

ownership share to 20%, the private sector 

share to 55% and the cooperative sector 

share to 25% at the end of the fourth devel-

opment plan). This Article of the constitu-

tion has authorized the government for all 

major industries, mother industries, foreign 

trade, major miners, banking, insurance, 

power generation, dams and great networks 

of irrigation, radio and television, post and 

telegraph, telephone, aviation, shipping, 

rail etc., and in this way, it considers the 

property of these industries as public prop-

erty. Article 44 of the constitution consid-

ers the cooperative sector as cooperative 

13 
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production and distribution companies and 

institutes formed in cities or villages ac-

cording to the Islamic rules. In the Article, 

that part of agriculture, livestock, industry, 

trade and services that is the supplement of 

governmental and cooperative economic 

activities has subjected to private sector. 

According to this Article, as far as the 

property in these three sectors does not ex-

ist from the scope of Islamic law and other 

Articles of the constitution and causes the 

national economic development and 

growth, it will be protected by the constitu-

tion (Jahangir, 1989). Everyone consents 

on the necessity of implementing these pol-

icies ensuring that the process of privatiza-

tion of state enterprises and providing a 

legal ground for this movement. The main 

objective of communicative these policies 

is to convert the current national economy 

to a dynamic, developmental, and competi-

tive economy that will be possible via re-

ducing the government outsourcing as well 

as expanding the activities of private sec-

tor. Therefore, providing the operational 

strategies leading to achieve the objectives 

of these policies has an extraordinary im-

portance. Communicating the policies of 

article 44 of the constitution actually repre-

sents the type of system attitude to the 

country’s economic activities. Although 

declaring this attitude is very important for 

economic actors and indeed, it indicates the 

emergence of the horizon of economic ac-

tivities in future, providing the operational 

strategies leading to achieve the objectives 

of this policy has an extraordinary im-

portance (Mahdavi Adeli, 2006).  

 

4.Privatization 

Privatization has currently moved to the first 

front of economic and political thought and 

has been considered as an acceptable solution 

to increase production and achieve economic 

growth in less developed countries (Berg, E., 

1987). Privatization is the term widely 

spreaded in political arena from late 1970s 

and early 1980s with the emergence of con-

servative governments in Britain, America 

and France so that in our country, privatiza-

tion is now considered as one of the major 

issues in the domain of economic and so-

cial policies. In the 80s, production in the 

private sector increased globally and in 

many developed countries, this increase 

reflected the growth and provision of ser-

vices (Hanke, 1987). 

Many less developed countries and states 

with less economic growth than countries 

with the economy of free market tended to 

privatization to relieve the burden of these 

services and wanted to experience it 

(Pherson, 1987). Because they consider pri-

vatization not only as a means for restructur-

ing the economy and increasing competition 

in the global business arena but also as a nec-

essary infrastructure for economic develop-

ment (Mclean,2002). To date, several promi-

nent definitions have been slated for privati-

zation. Basely mentions that privatization is a 

means to improve the performance of the 

economic activities through increasing the 

role of market forces if at least 50% of gov-

ernment stocks are divested to private sector. 

Key and Thompson defined privatization as 

several and various ways to change the rela-

tionship between government and private 

sector such as sailing the state owned assets, 

deregulating or removing the restrictive regu-

lations and introducing competition in abso-

lute governmental monopolies and free agent 

contracts with private sector for producing 

goods and services governed and funded by 

the government. For countries with central-

14 
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ized economy, Schwartz defined privatization 

far beyond transferring the property and 

modifying regulations and pointed out that 

privatization means creating a new economic 

system based on market; consequently, trans-

formation in various aspects (Schwartz, 

2005). 

Privatization is considered as a move-

ment towards market economy through the 

following:  

• Economic policymaking: strengthening 

an organizational framework for a market 

economy (property rights, legal instruments, 

financial institutions, etc.) 

• Development of the private sector 

• Privatization of public financial institu-

tions (Behkish, 2001, p.110). 

Therefore, privatization can be considered 

as an attempt to highlight the role of market 

against government decisions as an economic 

agent, as one of vertices for policies of modi-

fication and transferring of assets or divesting 

services from the government to the private 

sector aiming at the creation of competitive 

conditions and achieving greater economic 

and social efficiency and as an excellence 

sign of Capitalism thought and confidence in 

the market efficiency compared to distrust to 

the performance of the public sector 

(Faizpour, 2009). 

 

5.Objectives of Privatization  

According to the features, location and struc-

ture of national economy, all countries have 

followed different objectives of privatization 

which are determined according to the poli-

cies, economic plans and general strategies of 

each country. Therefore, the instruments used 

for privatization are determined based on the 

objectives and are certainly different with 

each other. However, there are a series of 

general objectives of privatization that can be 

mentioned as common objectives among 

countries (Beesly, 1983). 

5.1 Primary Objectives of Privatization 

The primary objectives of privatization in-

clude: reducing the domain of direct activi-

ties of the government in economy, increas-

ing entrepreneurship and the efficiency level 

of economic enterprises, developing domestic 

capital markets, accessing to capital, technol-

ogy and foreign financial resources, gaining 

revenue for the state in order to cover budget 

costs, dropping out the financial burden of 

bad companies and reducing the volume of 

the internal and external debt of the public 

sector (Beesly, 1983). 

 

5.2 Secondary Objectives of Privatization 

The secondary objectives of privatization 

include: increasing people's participation in 

economic affairs, decision making and ap-

propriate distribution of incomes through 

extending stock among the public, growing 

the entrepreneurship and creativity for 

providing grounds for the promotion of na-

tional economic productive ability, desira-

ble allocation of the country's resources 

based on the market performance, improv-

ing the commercial conditions and creating 

a balance between savings and investment 

(Mahdavi Adeli,2006) But experts at pri-

vatization have addressed the issue from a 

specific aspect and divided the its objec-

tives. Henry Gibbon asserts that the objec-

tives of privatization are:  

 Increasing the efficiency by further 

competiveness of goods and services 

in favor of consumers  

 Increasing and spreading ownership 

among the community  

 Achieving the highest value on goods 

or services sold by the government 

Chuck Davis considers the objectives of 

privatization as: reducing the size of govern-

ment and shortening the public sector, 

providing financial revenues for the public 

sector, getting rid of financial pressures, im-

14 
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proving economic efficiency, promoting the 

equality, justice and equity and reducing the 

influence of public organizations (Davis, 

2005). In general, in most countries, the main 

objective of privatization is to increase the 

efficiency of enterprises and optimize the 

allocation of resources and all pundits of pri-

vatization agree that the main objective of 

privatization is to improve the economic cir-

cumstances. 

 

6.Necessary Infrastructure for Successful 

Privatization 

To achieve successful privatization, condi-

tions and infrastructures are required that the 

major ones include: strengthening the legal 

system based on private ownership, deter-

mining the necessary regulatory frameworks 

and restructuring provisions, eliminating or 

weakening restrictions, reducing governmen-

tal investments, removing subsidies and gov-

ernmental pricing. Competitive Environment 

and its Advantages in Economic Growth In 

recent decades, in the field of privatization 

and its role in the economic growth, the re-

markable topic has been the issue of competi-

tive environment, competitiveness and its 

advantages, the right to property, etc. Vickrey 

and Yaro (1988) emphasis on the importance 

of the existence of competitive environment 

and regulated market to improve the efficien-

cy of private enterprises and also, some be-

lieve that for the economic growth, the issue 

of competition is more important than prop-

erty right (Fuchs, 2001). Today, in the busi-

ness, the main role of success of public and 

private organizations is determined through 

economic, political and cultural environment 

and their competitiveness ability. Competi-

tiveness is a process in which every institu-

tion trys to act better than others are and 

overtakes others. Achieving competitive ca-

pabilities in today’s world is one of the main 

challenges of various countries at interna-

tional level (Abu Tapanjeh, 2008). 

Competitive advantage is one of the com-

ponents ensuring the organizational survival 

and it is not achieved random ally and un-

planned. Organizations should move with 

thinking and designing scientific frameworks 

in this field. Porter (1985) first developed 

competitive advantage (Khodadad Hosseini, 

2008).  He believes that competitive ad-

vantage belongs to the company, which val-

ues his customers. However, with regard to 

competitive advantage, numerous definitions 

have generally been if some are mentioned in 

this section. Ama (1999) stated that competi-

tive advantage is the difference and asym-

metry of factors and features that will allow 

the company to offer better services com-

pared to their competitors and thus, to 

achieve a better value for customers and as a 

result, superior performance. Competitive 

advantage is a factor or a combination of fac-

tors that make an organization very success-

ful compared to other organizations in a 

competitive environment and that competi-

tors cannot easily imitate it. So, to achieve 

competitive advantage and economic growth 

and development, countries should consider 

their foreign positions and domestic capabili-

ties (Faizpour, 2009). Washington Consensus 

forming the basis of policies of World Bank 

and IMF for a long time was based on three 

bases including constraints of the govern-

ment’s financial intervention in economy, 

privatization and market liberalization and 

the aim of implementing these three princi-

ples was to create a free business environ-

ment where private sector has a pivotal role 

in economic growth and development. In 

most countries, the main objective of privati-

zation is generally to increase the efficiency 
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of enterprises and optimize the allocation of 

resources and the consensus of all privatiza-

tion pundits is that the privatization causes to 

improve the economic circumstances. In 

short term, privatization leads to increase the 

government’s income resulted from selling 

governmental enterprises and as a result re-

ducing budget deficit. In addition, in long 

term, it leads to advance technology, increase 

efficiency, create, and enhance a strong pri-

vate sector. Therefore, it is expected that pri-

vatization as a fundamental economic reform 

causes more economic growth (KHodadad 

Hosseini, 2008). The main objective of com-

municating Article 44 of the constitution is to 

convert the country's current economy to a 

dynamic, developed and competitive economy 

that will be possible by reducing the govern-

ment outsourcing and developing the activities 

of the private sector. In experienced countries 

such as England, Germany, etc. much of re-

search conducted have shown that privatiza-

tion laws and their implementation have led to 

optimal allocation of interest, financial stabil-

ity and enhance national growth rates, effi-

ciency and effectiveness of the privatization 

process which is a crucial element in the coun-

try to survive in the turbulent and changing 

world and achieve proper economic growth 

and development (Arabi, M., 2007, pp. 7197). 

 

Context of Sustainable Development 

1.Definitions of “Rule of Law” and “Good 

Governance” 

There is a political consensus that the rule of 

law and good governance are a necessary 

foundation for efforts to achieve sustainable 

development. However, these broad concepts 

carry many meanings and there are many 

strategies for promoting them. This section 

provides some brief definitions to illustrate 

how the concepts are used in the international 

financial institutions and other donor and ca-

pacity building agencies. It then explores the 

relationship among the rule of law, good 

governance, and sustainable development.  

 

1.1 Rule of law 

Many institutions identify a fair, impartial, 

and accessible justice system and a repre-

sentative government as key elements of the 

rule of law.1 In this paper, the term “rule of 

law” is used to mean independent, efficient, 

and accessible judicial and legal systems, 

with a government that applies fair and equi-

table laws equally, consistently, coherently, 

and prospectively to all of its people. 

 

1.2 Good governance 

Good governance is generally characterized 

by accessibility, accountability, predictability 

and transparency. This paper treats “good 

governance” as having openness, participa-

tion, accountability, and transparency as key 

elements. 

 

2. Relationship among the Rule of Law, 

Good Governance, and Sustainable Devel-

opment 

While many factors play an important role in 

development, good governance is now rec-

ognized as playing an essential role in the 

advancement of sustainable development. 

Good governance promotes accountability, 

transparency, efficiency, and rule of law in 

public institutions at all levels. In addition, it 

allows for sound and efficient management 

of human, natural, economic, and financial 

resources for equitable and sustainable de-

velopment. Moreover, under good govern-

ance, there are clear decision-making proce-

dures at the level of public authorities, civil 

society participation in decision-making pro-

cesses, and the ability to enforce rights and 

obligations through legal mechanisms. These 

aspects of good governance do not in them-

selves ensure that society is not run well nor 

do they guarantee sustainable development. 
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However, their absence severely limits that 

possibility and can, at worst, impede it. 

Without proper functioning institutions of 

governance based on the rule of law that 

promote social stability and legal certainty, 

there cannot be investment and assumption of 

risk that form the basis of market economy 

development, let alone sustainable develop-

ment. Indeed, the strength of the rule of law 

is the best predictor of a country’s economic 

success. Furthermore, deficiency in the rule 

of law encourages high rates of corruption, 

with further devastating consequences on the 

confidence of economic actors. This lack of 

investment, in turn, slows economic growth 

and consequently deprives the governments  

of resources to invest in education, social 

safety nets, and sound environmental man-

agement, all of which are critical for sustain-

able development. Introduction of good go 

vernance and rule of law, however, cannot be 

done overnight. The process is often a gradu-

al one, involving changes to longstanding  

practices, entrenched interests, cultural hab-

its, and social and even religious norms. A 

significant step was taken in this endeavor in 

1998 when countries adopted the Convention 

on Access to Information, Public Participa-

tion in Decision-making and Access to Jus-

tice in Environmental Matters (“The Aarhus 

Convention”). The Convention recognizes 

that sustainable development can only be 

achieved through the involvement of all 

stakeholders and seeks to promote greater 

transparency and accountability among gov-

ernment bodies by guarantying three pillars 

for the public: 

 

 The rights of citizen access to infor-

mation;  

 Citizen participation in decision 

making, and  

 Citizen access to justice in environ-

mental matters. 

 In other words, the Convention guaran-

tees freedom of access to information on the 

environment, gives citizens a right to partic-

ipate in environmental decision making, and 

provides for recourse to judicial and admin-

istrative remedies when these rights are de-

nied by state authorities. Moreover, in 2000, 

191 United Nations member States pledged 

to fulfill a set of key goals (the Millennium 

Development Goals) for poverty reduction 

and sustainable development by the year 

2015. In the Millennium Declaration, the 

member States agreed to “spare no effort to 

promote democracy and strengthen the rule 

of law, as well as respect for all internation-

ally recognized human rights and fundamen-

tal freedoms, including the right to devel-

opment .” In addition to these international 

agreements by heads of the States, donor 

agencies are making significant efforts to 

promote the rule of law and good govern-

ance throughout the world. The following 

section briefly describes these efforts. 

 

3. Efforts to Promote the Rule of Law and 

Good Governance 

Recognizing the importance of rule of law 

and good governance, many donor agencies 

are actively supporting legal and judicial re-

forms, including judicial training, develop-

ment of new laws and legal institutions, and 

capacity building. For example, UNEP has 

convened several symposia for judges to fa-

cilitate judiciary communication, sharing of 

legal information, and harmonization of dif-

ferent approaches to the implementation of 

global and regional instruments . One such 

symposium was the Global Judges Symposi-

um on Sustainable Development and the Role 

of Law that UNEP organized with the Inter-
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national Network for Environmental Compli-

ance and Enforcement (INECE) as a key 

partner in 2002. At the Symposium, the par-

ticipants adopted the Johannesburg Principles 

on the Role of Law and Sustainable Devel-

opment, in which they affirmed, among other 

things, “that an independent Judiciary and 

judicial process is vital for the implementa-

tion, development and enforcement of envi-

ronmental law” and that “there is an urgent 

need to strengthen the capacity of judges, 

prosecutors, legislators and persons who play 

a critical role at national level in the process 

of implementation, development and en-

forcement of environmental law .” 

UNDP also has helped promote good 

governance by focusing on the following six 

areas : 

 Parliamentary development; 

 Assistance with electoral systems 

and processes; 

 Improvement of access to justice 

and human rights; 

 Promotion of access to infor-

mation; 

 Support for decentralization and 

local governance; and 

 Reform of public administration 

and civil service. 

Financial institutions and other organiza-

tions have also made significant efforts to 

advance good governance and the rule of 

law. The World Bank, for example, has sev-

eral legal and judicial development projects 

supporting law reform, court modernization, 

training of judges and court personnel, and 

legal education . In addition, institutions 

such as the Organization for Economic Co-

operation and Development (OECD) have 

worked to improve and reinforce the legal, 

judicial, and law enforcement systems . For 

instance, on February 67, 2005, OECD and 

UNDP, along with the Arab League, the 

World Bank, the European Union, and a 

number of organizations working in the re-

gion, including those from the private sector 

and civil society, launched a major program 

to promote good governance for develop-

ment in the Arab region . Called the “Good 

Governance for Development in the Arab 

Countries”, the program is designed to ad-

dress the following six themes: 

1) Civil service and integrity; 

2) The role of the judiciary and enforce-

ment of judgments; 

3) e-government, administrative simplifi-

cation, and regulatory reform; 

4) The role of civil society and media in 

reform of the public sector; 

5) The governance of public finance; and 

6) The public services delivery and pri-

vate public partnership . 

 

4. Importance of Compliance and En-

forcement for Sustainable Development 

Despite a growing body of environmental 

law both at the national and international lev-

els, environmental quality has been declining 

in many countries. Furthermore, even after 

more than ten years and hundreds of millions 

of dollars in aid, many judicial and legal sys-

tems in the world are still functioning poorly. 

One reason for these trends is the inadequate 

investment in enforcement and compliance 

efforts. 

The need to strengthen enforcement and 

compliance has been widely recognized. For 

example, the participants of the Rio Earth 

Summit in 1992 recognized this necessity in 

Chapter 8.21 of AGENDA 21, which estab-

lished an international mandate to build com-

pliance and enforcement capacity as an es-

sential element of environmental manage-

ment . Agenda 21 also, empowered UNEP 

and other organizations to more actively sup-

port compliance and enforcement activities, 

including capacity building. Moreover, 

UNEP Executive Director Toper has recently 
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highlighted the importance of enforcement 

and compliance: 

We all have a duty to do whatever we can 

to restore respect for the rule of law, which is 

the foundation for a fair and sustainable soci-

ety…Sustainable development cannot be 

achieved unless laws governing society, the 

economy, and our relationship with the Earth 

both international and domestic are put into 

practice and connect with our deepest values. 

Law must be enforced and complied with by 

all of society, and all of society must share 

this obligation . Various institutions’ efforts, 

including those mentioned above, are helping 

advance rule of law and good governance. 

However, it is insufficient to point out a legal 

obligation and to invest in institutional re-

forms if the culture of law abidingness has 

not replaced the culture of corruption. In oth-

er words, if the countries receiving the aid do 

not work to make the internal changes and do 

not actually implement the legal and judicial 

reforms, their legal and judicial systems will 

continue to struggle to improve, their eco-

nomic development will continue to falter, 

and there will be no progress towards sus-

tainable development. Therefore, the donor 

agencies need to focus more on those reforms 

aimed at the deeper goal of increasing gov-

ernments’ compliance with the laws. This 

requires tools that empower citizens to partic-

ipate in governance, including access to jus-

tice, with opportunities to pressure the judi-

cial and legal systems. It is increasingly rec-

ognized that the fundamental changes that are  

needed for rule of law and sustainable 

development require the support and com-

mitment of the key people within the sys-

tem, and this core group needs to be given 

enabling assistance to help build the essen-

tial internal political will these reforms re-

quire. Donor assistance is critical, but so is 

the will to reform, which must be fostered 

from within. 

The international community is already 

beginning to move in this direction. For ex-

ample, as noted, the Aarhus Convention 

guarantees the rights of access to infor-

mation, public participation in decision-

making, and access to justice in environmen-

tal matters. These rights empower citizens to 

ensure that environmental laws are properly 

enforced and complied with. On the capacity-

building front, institutions such as UNEP, the 

Global Environmental Facility, and the Unit-

ed Nations Economic Council for Europe 

(UNECE) have produced guidelines to facili-

tate implementation and compliance with 

certain multilateral environmental agree-

ments (MEAs)1 . The UNEP Guidelines, for 

instance, highlight several compliance assis-

tance strategies, including sharing experienc-

es, evaluating the effectiveness of technology 

transfer, and drafting model legislation. 

In addition, public agencies and research-

ers have begun collecting empirical data to 

analyze the effectiveness of different policies 

and strategies in inducing compliance with 

various environmental regulations. For in-

stance, Oran Young, Helmut Breitmeier, Mi-

chael Zürn, and others have created the Inter-

national Regimes Database to empirically 

analyze 23 MEAs . However, the empirical 

literature on environmental enforcement is 

still sparse, due to the difficulty of obtaining 

reliable empirical information about the 

compliance of particular regulated entities. 

There is a great need for better functioning, 

reliable, and comprehensive data gathering 

systems. NGOs and various international 

networks, including INECE, can play an im-

portant role in gathering and validating in-

formation for such systems. 
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With better coordination and increased 

support, all of these efforts – those address-

ing the rule of law and good governance is-

sues, environmental compliance assistance, 

and empirical data collection and analysis – 

will help expedite progress towards sustaina-

ble development. 

 

Conclusion  

One of the tasks of privatization is to create 

efficient mechanisms in financial markets 

that the issue greatly helps to solve prob-

lems associated with poor efficiency and 

effectiveness of the public companies. Due 

to massive government intervention in 

economy, financial markets, poor manage-

ment, contrast and different and personal 

interpretations of rules, poor internal con-

trols, etc. the state owned enterprises in 

developing countries repeatedly show poor 

performance that clear examples can be 

observed in communist countries, ECT. In 

the experienced countries, privatization not 

only transformed their structure of rules 

and regulations but also caused economic 

growth and prosperity in pioneer countries 

in privatization. A wide part of research in 

countries such as England, Germany, Tur-

key, etc. show that privatization show an 

increase in financial and operating perfor-

mance in divested companies and privatiza-

tion laws have led to change in the role of 

government, create new financial facilities 

and expand public welfare, increase finan-

cial and operational performance in divest-

ed companies and also restructure and eco-

nomically change micro and macro levels 

and this issue has caused the countries in 

which the process of privatization has hap-

pened, by financial market transparency, a 

strong legal system, to lead to optimal allo-

cation of interest, financial stability and 

enhance national growth rates, efficiency 

and effectiveness. But with respect to the 

legal, financial, and economic conditions of 

the country, by accelerating the formulation 

and adoption of principles, appropriate in-

frastructure to provide confidence in capital 

markets be provided so that by creating 

competitive environment of the market, 

private practice have more efficient per-

formance than the public sector and so, 

there is a consensus that the rule of law and 

good governance are the foundation for 

achieving sustainable development goals. 

Various institutions have taken initiatives 

in promoting the rule of law and good gov-

ernance throughout the world and have 

made considerable progress over the years. 

However, despite these efforts and the 

growing number of environmental laws and 

regulations, environmental quality and pub-

lic health continue to deteriorate due in 

significant part to lack of implementation, 

enforcement, and compliance with existing 

laws. A strengthened focus on compliance 

and enforcement efforts could overcome 

these problems and would be a critical in-

vestment for advancing sustainable devel-

opment, and the bottom line is that a suc-

cessful privatization can be cause of sus-

tainable development. 
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