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Introduction
Recent years have seen a surge of interest in governance as a means to promote economic development. International financial institutions like the
World Bank and the International Monetary Fund (IMF) have acknowledged that good governance is a vital adjunct to successful development
efforts, and the 192 world leaders who signed up to the United Nations
Millennium Development Goals also stressed its importance by incorporating a commitment to good governance into the eighth of the goals.
This paper attempts to explain what governance is and why it is important, and assess which forms of governance are likely to best support and
promote economic development. Although economies with very different
governance arrangements have performed strongly in recent decades, a
focus on governance is likely to bring out some commonalities that may be
helpful for 21st century policy-makers.
The paper is divided into three sections. In the first, we briefly define
what we mean by governance and outline the factors that have brought it
to prominence. In section two, we ask why governance matters, looking at
some of the major theories of good governance, assessing the evidence
behind the theories, and attempting to pull out some common themes that
have triggered economic development across countries. Finally, we apply
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these themes to Asia, and outline future governance challenges for the
region’s policy communities.

1. What is governance?
Definitions
There are nearly as many definitions of governance as there are commentators on the subject. The Oxford English Dictionary defines governance as
“The action, manner, or fact of governing; government.” Wolfgang
Michalski et al., of the OECD Secretariat, refer to “the general exercise of
authority.”1 Daniel Kauffmann, of the World Bank Institute, is more
expansive, describing governance as “the exercise of authority through
formal and informal traditions and institutions for the common good.”2
UNCTAD, meanwhile, refers to “the way in which the main players in
society, governments, businesses and civil society, work together to make
that society better”.3
As governance has emerged as a priority for those working in the international development field, it has come to synthesize many of the above
definitions. Governance refers to how society’s main driving forces—government, the private sector and civil society—make and implement decisions that affect the public interest. It refers, in other words, to ‘the rules
of the game’ and the ‘relationship between the players’. Governance
mechanisms, which range from written constitutions and formal laws to
informal traditions and relationships, set the framework within which
these ‘players’ act.
Governance operates at different levels—global, regional, national and
local—and there are many interactions between each level. It encompasses the economic and the political, the private (i.e. corporate governance) and the public. In this paper, we focus on public governance at the
national level, and in particular its impact on economies.
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