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Introduction: Environmental protection and how to categorize government policies to deal
with environmental issues has always been a topic of debate among environmental
policymakers. This question has always been raised as to how the government's policy and
performance in the field of environment should be.

Data and Method: In this research, the relationship between the integrity and quality of
government institutions with the environmental performance index in the member countries
of the Eurasian Union between 2005-2020 has been investigated. This study first uses the
ordinary least squares method with fixed effects and then to solve the heterogeneity between
the conditional distribution in the OLS model by using the MMQR method with fixed effects
to investigate the relationship between trade volume, government integration and GDP per
capita with the environmental performance index Paid.

Results: The results show the positive effect of trade volume and government integration
index and the negative effect of GDP per capita with environmental performance index, that
GDP in all quantiles significantly had the greatest effect on the dependent variable. The
results of the model using the Generalized method of moments also show the positive effect
of trade volume and government integration, as well as the negative effect of GDP per capita
on the environmental performance index.

Conclusion: Considering the importance of government integrity as well as the positive
effect of trade on environmental performance, the negative impact of GDP per capita can be
improved, which means that a government with high integrity and integrity can curb the
negative impact of GDP per capita on the environment. or in some cases reverse it.
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Introduction
Nowadays, environmental issues, especially air pollution, have become one of the most important global

concerns. Air pollution has affected the health of living organisms and natural ecosystems. In recent
decades, environmental issues have been addressed from various aspects. The wave of public attention to
environmental issues began in the 1960s, and the main focus of this attention was on industrial pollution
due to the rapid growth of the industrial economy (Sadeghi et al., 2012: 101).
The relationship between trade and the environment began with the early work of Grossman and Kruger.
Using the environmental Kuznets curve, they separated the environmental effects of liberalization into
three effects: scale, composition, and technology. In their article, the scale effect represents a change in
the size of economic activities, the combination effect represents a change in the mix or basket of goods
produced, and the technology effect represents a change in production technology, especially a change
towards clean technology. Therefore, following trade liberalization, the scale effect tends to increase
environmental degradation and the technology effect tends to decrease environmental degradation
(Grossman and Kruger, 1991:14). Urbanization affects energy demand through changes in economic
structure. This effect occurs through the mechanism of income effect, changes in agriculture and the need
for infrastructure, and over time, causes a shift in the demand curve (Jones, 2004). Therefore, urbanization
causes changes in energy consumption and is an important factor affecting energy consumption and
environmental indicators.
In this regard, the present study seeks to answer the question of what is the impact of the urbanization and
trade index on environmental performance with a focus on government integrity? This study proposes the
use of a new environmental quality index (EPI) in comparison with previously used proxies, namely CO2
and EF. This study uses the government integrity index to control for institutional effects and government
integrity through a panel framework estimation technique.
Data and Method
For the estimation in this study, we used data collected from various databases. This data includes the
Eurasian Union group of countries during the period 2005-2020. The start date was chosen based on data
availability, which is one of the main limitations of the present study. The empirical analysis is conducted
using four variables, namely, the environmental performance index as the dependent variable, and
government integrity and integrity, economic growth, urbanization index, and trade as independent
variables. The index values for government integrity range from 1 to 100. These values are converted into
percentages with 0-9.49 indicating a 'repressed’ status, 50-9.59 indicating a 'mostly unfree' status, 60-9.69
indicating a 'relatively free' status, 70-9.79 indicating a 'mostly free' status. And 80-100 indicating a 'free’
status. Economic growth is measured by GDP per capita. Trade is the sum of two variables: imports and
exports, as a proxy for the degree of openness of the economy. The Environmental Performance Index is
measured by 24 indicators, 10 thematic categories, and 2 broad policy objectives, with weights at each
level as a percentage of the total for each country.
The econometric methods used in this study are based on the panel ordinary least squares (OLS) and
regression (MMQR) method. The form of the environmental performance equation is expressed as
follows:

| EPly = By + @1 GDPy + @,GINT;, + @3URB;; + 9, TRADE;; + pyy (@ |
EPI is the dependent variable, which measures the environmental performance of country i in year t. GDP
is a measure of economic growth, URB represents the urbanization index, GINT represents government
integration, and TRAD represents the impact of international trade. This equation is estimated both as a
panel and as a momentary quantitative regression.
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Results

According to the tests conducted, the research model is based on the specification of fixed effects.
According to the method described in this study, the model is first estimated using the generalized least
squares method and then using the MMQR method.

Table 1- Results from the estimation using the OLS and MMQR panel methods with fixed effects

. OLS Panel . .MMQR method with fixed effects .
Variable Method Location Size Quantiles
parameter parameter 0/25 0/50 0/75
LGDP -0/0859 -0/0003 0/0004 -0/4698 -0/3248 -0/1861
(0/3772) (0/374) (0/140) (0/065) (0/083) (0/413)
LTRADE -0/0674 2/7118 -2/1763 -0/0187 -0/0599 -0/0993
(0/0333) (0/418) (0/260) (0/918) (0/654) (0/542)
LGINT 0/0986 0/1608 -0/0037 0/2141 0/1916 0/1702
(0/0263) (0/374) (0/971) (0/072) (0/029) (0/111)
LURB -0/7445 -1/9381 2/2768 -0/6707 -0/6373 -0/6053
(0/0000) (0/551) (0/226) (0/156) (0/067) (0/154)
c 18/1136 23/1568 23/9448
(0/0000) (0/491) (0/217)

Values in parentheses indicate significance levels and values without parentheses indicate coefficients Source:
Research findings

Conclusion

The empirical results of estimation via OLS showed that trade volume has a negative effect and
government integrity has a positive effect on environmental performance, while GDP per capita and
urbanization index hinder environmental performance. In all methods, the urbanization index has a
negative effect on the dependent variable and has somehow caused a decrease in the EPI index. After
controlling for the effects of GDP per capita, government integration, and trade volume on the conditional
distribution of environmental performance through MMQR estimation with fixed effects, the results show
that the degree of openness of the economy and GDP per capita have a negative and significant effect on
environmental performance in all quantiles. GDP per capita, which can effectively reflect living standards,
is uniform across all quantiles. This means that living standards or the state of the economy appear to be
an important factor in environmental sustainability. In addition to economic growth, the degree of trade
openness also has a negative effect on the environmental quality index, and the results obtained are
consistent with existing theories. Iran's trade with the Eurasian Union countries, which have high
pollution, causes goods with high latent carbon to be imported into the country, which has many negative
effects on the country's environment. In practice, trade with such countries causes economic growth to be
detrimental to the environment, and in such trade, there is no turning point on the environmental Kuznets
curve, and practically, there is no increase in per capita income, improvement in technology, and
improvement in the quality of the production line, which subsequently leads to an improvement in the
environmental quality index.
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