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Abstract 

Many environmental problems can be explained by institutional failures and bad 

governance methods. At international level it is difficult to elaborate efficient and equity 

systems for environment resources management like oceans and climate warming. The 

Summit of Copenhagen (2009) put into in light real and enormous problems in international 

cooperation between countries for fighting climate warming. Though scientists reports 

emphasize that countries should act rapidly for reduce greenhouse effect gases responsible of 

climate warming. They also mention the huge challenge that international community must 

face, and especially democratic countries, to improve the situation.  

The relation between democratic institutions and environmental quality has been studied 

and results are mitigated. Some authors (Payne (1995), McCloskey (1983)) conclude that 

democratic institutions favor environment protection. Payne (1995) argues that population, in 

democratic countries, are free to collect information about environment quality and express 

their preferences and put pressures on their governments. Other authors find negative effect of 

democratic institutions on environmental quality. Desai (1989b) thinks that democracy 

doesn’t protect environment because democracy is a factor of economic growth and 

prosperity, which hurt the quality of environment. Over nineteen empirical studies, six 

uncovers a negative association between democracies and environment quality, nine find a 

positive association and the remaining four are inconclusive. An important limit of previous 

empirical studies is that they are interested in the effects of political institutions on 

environmental quality.  None of them explicitly identify transmission channels through 

political institutions affect the environmental quality.  Indeed, findings that show that 

democracy has a mitigated partial effect on environment quality may hide the fact that it 

entails both costs and benefits. Identifying and specifying the channel transmissions from 
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democratic institutions to environment protection will allow a better understanding of 

environmental costs and benefits of democratic institutions.  

This paper aims at analyzing the effect of democratic institutions on environmental 

quality and at identifying potential channel transmissions (investments and income 

inequality). We use panel data from 1960 to 2008 in 122 developing and developed countries 

and apply modern econometric methods (GMM-system (one and two step) and the residuals 

generated regressors approach.  

The results are as follows: Firstly, we show that democratic institutions have opposite effects 

on environmental quality: a positive direct effect on environmental quality and a negative 

indirect effect through investments and income inequality. Indeed, democratic institutions 

attract investments that hurt environmental quality. Moreover, as democratic institutions 

reduce income inequality, they also damage environment. Secondly, we find that the direct 

negative effect of democratic institutions is higher for local pollutant (SO2) than for global 

pollutant (CO2). Thirdly, the nature of democratic institutions (presidential, parliamentary) is 

not conducive to environmental quality. Fourthly, results suggest that the direct positive effect 

of democratic institutions on environment quality is higher in developed countries than in 

developing countries.  
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