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Objective: This study seeks to answer how individuals can alter institutions whose
rationality and actions are tied to those very institutions.

Methods: In this review article, using the keywords, institutional system, human action,
institutional changes, innovation, knowledge creation, institutional environment,
institutional changes, institutional hysteresis and searching in domestic and foreign
academic sources, articles and books related to the subject were collected and studied.
Then, the collected data has been analyzed and concluded in the "narrative review"
method, in line with the purpose of the research.

Results: Economic action is not atomistic but relational. Individual preferences, norms,
values, ethics, tastes, styles, needs, and objectives emerge from and are co-constituted
through the social embedding of economic interaction. Economic actors are not isolated
beings who carry out atomistic behavioral scripts; rather, they are embedded in a social
environment that constitutes meaning through repeated interaction. Such a concept of
relational action has three implications:

(a) Conceptuality, related to situated practice and reflexive, transformative action,

(b) Path dependence, which is a matter of institutionalization and imprinting, and

(c) Contingency, associated with serendipity, historical points of inflection, and purposive
action toward institutional change.

Conclusions: The conflict between the formation clause and the rationality of the actions
of actors from institutions, and institutional changes by actors, can be through Social
action, which is fundamentally reactive and contextual in nature, should be resolved.
Social action cannot be understood as the implementation of institutional prescriptions,
but is revealed as reflective interaction in specific spatial-temporal contexts. When actors
see specific interests and individual benefits associated with potential new institutions,
they act to support their development and adoption.
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EXTENDED ABSTRACT

Introduction

Economic geography, a branch of human geography, focuses on the study of economic activities
and the factors that influence them. Human economic behavior is shaped by institutions, which
are structures that guide human action. For economic development to occur, institutional
changes must be made, and institutions that promote innovation and economic progress must
be created. Economic interactions in space are formed by existing institutions, which lead to
economic decisions that create a new round of actions. The consequences of these actions,
whether positive or negative, affect both new and existing institutions. This study seeks to
answer how individuals can alter institutions whose rationality and actions are tied to those very
institutions.

Methods

This review article employs the keywords "institutional system,” "human action,"” "institutional
changes,” "innovation,” "knowledge creation,” "institutional environment," "institutional
hysteresis," and others. Using these terms, articles and books from domestic and international
academic sources were collected and analyzed. The “narrative review” method was then used
to examine the conditions, factors, mechanisms, and processes behind institutional changes,
aligning with the research’s objective to understand how such changes occur.

Results

Institutions are constraints created by humans to shape social relations. An organization is a
group of individuals united by a common vision to achieve shared goals. The formation and
evolution of organizations are deeply influenced by the institutional framework, and in turn,
organizations impact the evolution of these frameworks. Comparing institutions to social
technologies, it is suggested they are like "a paved road across a swamp," making what was
previously difficult or impossible, much easier.

Economic actions are not isolated but relational. Individual preferences, values, ethics, tastes,
and needs emerge from the social context of economic interactions. Economic actors are
embedded in a social environment that shapes meaning through repeated interactions. This
relational view of economic action has three main implications:

(@) Conceptuality — action is situated and reflexive, shaped by context.

(b) Path dependence — institutionalization and historical imprinting influence economic
behavior.

(c) Contingency — serendipity, historical turning points, and purposive action drive institutional
change.

Social action is not merely the following of institutional scripts but unfolds through reflexive
interactions within specific spatial and temporal contexts.

Organizations are driven by competition, which forces them to invest in new skills and
knowledge. This investment leads to the identification of new opportunities and choices, which
gradually change institutions. When competition is lacking, organizations lose the motivation
to invest in knowledge, and institutional change slows.

To answer the research question, "If actors' actions and rationality are shaped by institutions,
how can they change an institution that binds them?" the findings suggest that competition is
essential for institutional change. Through competition, actors gain the motivation to pursue
institutional changes, influenced by a mix of cultural heritage, daily challenges, and external
learning. Various factors such as power dynamics, the will of the powerful, cost-benefit
analysis, fear of losing political control, trust among actors, path dependence, and institutional
innovation also play a role in promoting or inhibiting institutional changes. Among the actors,
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the government is especially critical, as it can either foster effective institutions or contribute to
institutional dysfunction.

Conclusion

The conflict between the formation of actors' rational actions by institutions and the actors' role in
changing these institutions can be resolved through social action, which is inherently reflexive and
contextual. Social action is not simply the implementation of institutional scripts but occurs through
dynamic, reflexive interactions within specific contexts.

When actors see personal or collective benefits in new potential institutions, they support and act
towards their development and adoption.
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