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Abstract

Good governance is a new paradigm for sustainable human development with inter-
actions among government, the private sector and civil society, so that countries can
use all their capabilities to achieve comprehensive development. In addition, the
economic performance of countries over time depends mainly on their political, in-
stitutional and legal environment. These institutions and policies determine the qual-
ity of governance among countries. The present study aims to measure the impact of
good governance on competitiveness in the Tehran Stock Exchange. The research
sample includes 11 companies listed on the Tehran Stock Exchange during 2010-
2017. In this research, Levin-Lin-Chu and Hadri tests are used to check stationarity
of the variables and Kao and Pedroni tests are used to investigate the long-term and
co-integration relationship between the variables. According to the results, the com-
panies' stock returns, governance index, real rate and total capital are stationary at
the level, while the GDP and exchange rate have unit roots. The results of the Kao
test also confirm the existence of a co-integrating relationship between the variables
under study. After examining the stationarity and co-integration among variables,
the research hypotheses are tested by using panel data and multivariate regression
analysis with applying EViews software. The results indicate that good governance
have a positive and significant effect on competitiveness. This indicates that eco-
nomic policies can affect positively the stock returns. Moreover, exchange rate fluc-
tuations affect competitiveness. Hence, competitiveness increases with a decrease in
exchange rate. GDP also has a positive effect on competitiveness.
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