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Institutions and economic research: a case of location
externalities on agricoltural resource allocation in the Kat
River basin, South Africa
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The Fieysical Evlermaliby Model is usaf to ilestrole Hrpmrmﬁn“ﬁm}ﬂ@%ﬂdhﬂy
mdopting formal models for eoomonric irvestigniion oed e i maried
geograpiuce comtexts. As argued by irstriutional economists fQ\ fst Frandred
yerrs b practice limnds the oalve and relevance of most BCTRAMEE FLUITY.
Tiris nmndel postulmies Huet the geogprapiica lootion E ters alomy @ given
anaferoonrse, in anfrch sowber &= diveried ile'l'?id'unﬂy'. Ii straachurm imjﬁn:ﬂm'r:
Fhat n:gnﬁluﬁl uﬁr! e mh:.l.tjm.rrimg COMITL .. r_ﬁﬂs wre J'i:'.li e

ot dmrrestrean stfes and leasd fo o status tere wpshream firmers possess
relative sooronric and political ademmtages over O annterparts efsencfere. dn Hie
shiddy of e Kot River besin these MW ko be triee only in as far s ey
relate to L'gml and pﬂl’r'ﬁm\l allocatiorns a of wafer resowrces. Ior dermes q,F]'uu'_,ﬁ.r.l
usex of Inmdd resources wimed o f'q'mm‘l'rf%t itres prodiection, e model’s predictions
are mot met. The shitns quo 1= b iy explained hy lie implicetions of hooirg
mdopded formal wefer scheduls b by wpstremm formers as well as odfer
geograpition foctors. Hemce, @ onze for inrﬁﬁsﬂd'ulg. e effects of mmportmd
institukioars witfein grmaf Ic researciy is stremgthened.
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Ronald []ﬁﬁrdlurtrdunﬂmdhbcﬁnnﬂwdirjpﬁnrufmuﬁuhm
taken Adam Smith as having become the shudy of blood circulation
wi a body. “What this comes down to is that economists think of

ﬂl:nu:lvﬂashnvingabmnllnuh. hltnntﬂlrmb-ir:lnuth:r.”h‘hn}'
eomomists, like Cnm,mrplhatﬂwdbdp]im lxk:-a.ni:ﬂm\ngzlirmul
factor coordination in a c\nmple:-: miterrelated stroctere, which i= the whole
EODMKMITY {E.g. Eicher, 1999 Evl.-m.lcy. 200d; Hirschman, 1960). This criticism
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