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Abstract — Cooperatives are distinctive enterprises that promote social welfare and economic justice
through democratic governance. New institutional theory posits that cooperatives, as organizations that
balance member-centered democratic values with external institutional pressures, are shaped by both
formal (legal regulations, policies, contracts) and informal (norms, cultural beliefs, trust mechanisms)
institutional factors. The aforementioned theoretical framework facilitates comprehension of the
governance processes within cooperatives, strategies employed for adapting to institutional pressures, and
models for sustainable growth. As is the case with many arguments of new institutional theory, the
argument that organizations adopt similar structures due to institutional pressures applies to cooperatives.
Cooperatives, by their very nature, aspire to promote social and economic development. However, these
efforts are influenced by widely accepted industry practices that, by their very nature, promote legitimacy
through isolation pressures. This endeavor necessitates that cooperatives maintain a dual commitment: to
uphold fundamental values such as equality and solidarity, while demonstrating adaptability to market
and regulatory imperatives. Cooperatives have employed new institutional theory mechanisms, known as
"isomorphism" and "legitimacy," to adapt to the institutional environment and enhance their economic
viability. However, it is imperative to acknowledge the pivotal role of trust and inter-institutional
cooperation in enabling cooperatives to contribute to sustainable development and social capital
formation. In accordance with the principles of new institutional theory, cooperatives have the potential to
attain legitimacy and catalyze social transformation through the agency of institutional entrepreneurship.
This theoretical framework posits that cooperatives possess the capacity to influence their organizational
environment by engaging with policymakers and market actors. Moreover, cooperatives have the
potential to catalyze social and economic innovation processes through a community-oriented approach.
To support the development of cooperatives, it is essential to strengthen legal frameworks, professionalize
governance mechanisms, and encourage community participation. The new institutional theory
perspective facilitates comprehension of how governance structures within cooperatives are influenced by
institutional factors.
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