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Introduction: The establishment of a close relationship between sociology, political
science, and economics began with the emergence of new institutionalist debates in the
mid-1980s, particularly through the work of Douglas North. Research findings indicate
that economic growth, increased foreign investment, trade partnerships (imports and
exports), and similar factors are influenced significantly by domestic environments. The
Scandinavian economies—Denmark, Norway, and Sweden—are among the wealthiest
in the world. These countries enjoy some of the highest living standards globally due to
relatively low income inequality, high employment rates, elevated taxation, and well-de-
veloped systems of education and social security. From a regional perspective, Scandi-
navia forms a cohesive unit that consistently outperforms the averages of both the Euro-
pean Union and the Organization for Economic Cooperation and Development (OECD).
However, these countries also differ in key areas: Sweden has the largest overall econo-
my, followed by Norway and then Denmark. Norway boasts the highest GDP per capita,
while Denmark is the only one of the three to show a positive GDP growth rate since the
2008 financial crisis. Examining the statistics related to foreign trade, total export and
import values, and general economic performance provides valuable insights for devel-
oping institutional development-oriented approaches. These approaches emphasize the
embeddedness of the economy in politics, elite perception, and foreign policy aligned
with national development. For instance, trade statistics from 2010 to 2020 reveal a sig-
nificant increase in the total value of Scandinavian exports.

Methods: This study is developmental in its purpose, descriptive-analytical in its meth-
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od, and based on library research for data collection. The author adopts a descriptive and
analytical approach.

Results and Discussion: Classical approaches in international relations typical-
ly argue that foreign policy operates independently of domestic policy, treating
states as “billiard balls” whose internal affairs are irrelevant on the internation-
al stage. In contrast, more recent perspectives assert that domestic and foreign poli-
cy are deeply intertwined. Institutionalism in political economy, as one of these mod-
ern approaches, focuses on the significance of social traditions and institutions and
places greater importance on domestic factors than on external dynamics. This per-
spective becomes particularly relevant when applied to the Scandinavian context.
The hypothesis of this research, supported by an anthology method and informed
by institutional, perceptual, and development-oriented approaches, posits that for-
eign and domestic policies are interwoven in such a way that domestic policy—
through cultural, political, economic, and social appeal—creates a fertile ground for
economic dynamism. Simultaneously, foreign policy, through its strategic mobil-
ity, advances developmental goals by attracting foreign direct investment, build-
ing national branding, enhancing international coordination, increasing glob-
al communication, promoting neutrality, and de-securitizing economic relations.
Institutionalism first emerged in the late 1870s as a response to the mechanical rational-
ism of classical and neoclassical economic schools.

Conclusion: Institutionalism gradually redefined the concept of development from a
non-classical viewpoint, emphasizing the fundamental importance of cultural, social,
political, and economic contexts and infrastructures. Institutions, as products of human
behavior, were seen as vital components of development. In the institutionalist frame-
work, political institutions play a crucial role due to their function in the creation, stabi-
lization, and enforcement of both formal and informal rules. Consequently, the role of
the state becomes central in institutional economics and in fostering sustainable devel-
opment.
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