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Getting Our Arms Around “Externalities”
by Dave Stauffer

Externalities are increasingly
in the news these days – for
example, in reports on health 
care reform and global warming –
though they’re seldom identified as
externalities.

Externalities are the consequences of
a transaction or activity that are experi-
enced by those who are not directly
involved in the transaction or activity,
including future generations. Externali-
ties of smoking include breathing sec-
ond-hand smoke. An externality of
burning fossil fuels is carbon emissions.
Within our realm of planning, externali-
ties consist of the costs and benefits –
often unquantifiable – imposed on a
neighborhood or community as an indi-
rect result of land use regulation, permit-
ted or denied development, and other
actions under our purview.

Externalities can be good as well as
bad. A good, or positive, externality of
smoking for some people is seeing it
as sexy; think about men watching Lau-
ren Bacall light up in films of the 1940s!

Entertainment aside, we planning
commissioners aid in providing positive
externalities, for example, when tourism
gets a boost from designation of a his-
toric district, or citizens enjoy the sight
and activities of parks and other open
space, or we help lessen damage to vehi-
cles and reduce bothersome dust by
requiring a developer to pave a previous-
ly gravel-surfaced road.

Knotty Complications

So we planners have been dealing
with externalities from the moment we
became commissioners – though few of
us realized it. Externalities, by their
nature, are tough to discern and weigh in
planning decisions. Here are a few of the
knottiest complications of externalities
we commonly face:

• Externalities can be considered only to
the extent they are known. Think of the

dozens – perhaps hundreds? – of proven
and suspected impacts of sprawl devel-
opment that have been revealed by
research of only the past 20 or so years.
Objections may be voiced today to pro-
posed “greenfield” exurban retail de-
velopment, citing negative impacts of
pollution and traffic congestion, where
prior projects of the same type won
approval with unchallenged acclaim 
for their favorable economic impacts. 
We are prisoners of our current times
and knowledge, and have no choice 
but to base our decisions on today’s best 
evidence.

domain were judged to outweigh the
infringement on property rights of
a homeowner who refused all offers to
sell and move elsewhere.

Go With What You Know

In light of these and other complica-
tions of externalities, what’s a commis-
sioner to do? 

First, ask your planning staff how to
handle complexities as they apply to 
specific applications or actions. They’ll
know the requirements for making 
findings of fact. They can also tell you
whether regulations or judicial precedent
address the effects of externalities. 
When we adhere to provisions of our
comprehensive plan and project analyses
such as an environmental impact study,
we’ll usually give proper weight to exter-
nalities.

We also can be made more aware of
externalities as perceived by citizens
when we seek to maximize relevant,
well-reasoned public input on proposals.

We must accept best available evi-
dence, even when we can be sure that in
the future we’ll know more.

We must also accept that our deci-
sions must sometimes be reduced to a
simple “yes” or “no” from a very com-
plex interplay of positive and negative
externalities. But so long as we don’t
come from the mindset that development
is always good or always bad, we can
view the proposals that come before us –
and their externalities – in a light that
can lead to the best decision. ◆
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• One person’s externality can be anoth-
er’s nonissue. The sounds of city traffic at
night can be a negative externality for
some people, a positive one for others,
and of no consequence for still others.

• Some externalities accrue incremen-
tally. That proposed subdivision or shop-
ping center on your agenda this week
may not generate enough additional
automobile traffic to noticeably degrade
air quality. But that project plus the oth-
ers you deal with over time, may well do
that, and more. 

• Establishing a positive externality for
the many can significantly harm the few.
The public at large may be seen as bene-
fiting from some decisions with clearly
adverse impacts on an individual. In the
famous 2005 Kelo decision of the U.S.
Supreme Court, the potential economic
gains available by exercising eminent


