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Abstract

This research paper highlights the attempts of economic theory to explain the change of institution in
Europe across history and their relationship to economic growth, and studies the problem of integrating
institutions as an internal variable in to the neoclassical theory, by criticizing the theory of "North Douglas". The
study concluded that the exit from the scope of the neoclassical theory, due to the very narrow usage related to
the rational hypothesis and the individualism approach. is by introducing the hypothesis of limited rationality
and the external role of ideology.
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