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Abstract:

This research is concerned with the study of the new institutional
economics and how it differs from the neoclassical theory of economics and
the role which it plays in supporting the process of economic development.
It stresses that the trend towards institutions is vital to sustainable economic
development. However, the relevant empirical evidence available in the
literature is limited, which is why the subject is chosen.

One of the perennial challenges in the economy is to explain the wide
variation in economic and political performance across countries. While a
few countries have reached high levels of economic prosperity and political
openness, most countries have experienced short periods of growth coupled
with significant economic and political volatility. The New Institutional
Economics (NIE) sought to explain these differences by emphasizing the
role of institutions as the primary determinant of economic and political
development. Institutional economists analyze beliefs and institutions -
formal rules, customs, traditions and implementation mechanisms that
determine how individuals interact - using a multidisciplinary toolkit. This
paper provides a comprehensive framework for the effective role of
institutional economics in the development process, the tools used to explain
the evolution and impact of institutions, and a set of case studies that apply
institutional analysis to historical examples.

Because the new institutional economy can be used to study the causes
that affect macroeconomic and political performance, it can also be used to
study the causes that affect the performance of smaller organizations. Each
human interaction is influenced by the institutional structure in which it
occurs.

This research confirms that institutions, according to the vision of the
new institutional economy, are the main cause of development and no other

possible determinants such as geography, culture or technology.
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