


  Macro factor analysis 
• Role of the government 
• Market openness  
• Efficiency of fin markets 
• Infrastructure development 
• Management of the nation/ state 

government 
• Labor market conditions 
• Rule of law 

            Firm specific factor analysis 
• Impact of cultural, social norms 
• Education and training standards  
• Impact of government policies 
• IP protection, R&D transfers 
• Commercial, legal infrastructure 

and its impact 
• Availability of Finance 
• Access to infrastructure 

Impact of national growth, impact on employment generation, 
impact on sustainable business performance 

Sociological/ 
social context 
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ural context 
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Three approaches of institutional economics 

The paradigmatic approach 
• Substitutes the evolutionary 

concept of process for the static 
concept of equilibrium  

• To provide an overall analytical 
framework of analysis 

• Views economic system as an 
evolving process 

• It considers best of the other two 
approaches 

The miscellaneous or topical approach
• Diverse 
• Can’t be defined neatly 
• Institutions interconnect any ‘unrelated’ 

information to find a meaning 
• Expanded boundaries with no limits 
• Lacks theoretical cohesiveness 

The thematic approach 
• Considers well-established 

basic themes 
• The aim of the thematic 

approach is to narrow the 
miscellaneous or topical 
approach 





Legitimacy 

Status Reputation 

Presumption 
of propriety 

Viability and 
credibility 

Increased returns 
to performance 

Standing 
and mobility 

Criterion for 
status-group 
membership 

Evaluation by 
legitimating 

sources 

Conformity to social 
guidelines 

Ascription and 
group mobility 

Achievement and 
self presentation 





Innovation 

Technological 
change 

Legislation Market forces 

Habitualization Objectification 
(diffusion of structure) 

Sedimentation 
(continuity of structure) 

Inter-organizational 
monitoring Theorizing 

Positive 
outcomes 

Interest group 
resistance 

Interest group advocacy 



Organizational 
Receptivity 

Environmental 
conditions 

• Evaluation of 
situation 

• Choice of 
goals 

• Strategy 

Variability, complexity 

Environmental strategy 

Reward expected by 
resource provider Prior ideology 

Market efficiency 

1. Scale of 
operation 

2. Technology 
3. Structure 
4. Human 

resource 

Operational 
efficiency 

Organizational effectiveness 

Clan Primitive team 

Fiefdom obligational 
market 

Spot market 

Easy metering 
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Difficult metering 

Analyze, 
measure, 
monitor 
outputs 

Codificatio
n of new 

knowledge 
providing 

basic inputs 
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