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Article History Introduction

Received : 26/1/2022 Addressing the externalities and the provision of public interests
Accepted : 11/6/2022 as the key challenges of the public domain are the raison d’étre of

urban planning and have been placed at the center of its practice.
Externalities are the side costs and benefits of individual activities
that affect the well-being of other individuals and society. Its value

Keywords is not calculated and compensated to the injured parties and is not
Critical Realism captured from the interested parties. The density and proximity of
Externality spaces and activities in the city make the production of externalities

Property Rights

X more likely. It can be argued that the analysis of externalities lies at
Social Cost

the heart of urban economics and planning. So far, urban planners
and policymakers have adopted various policy tools, such as develop-
ment control, taxation, and subsidies, to solve this problem.

The gap between the goals of development plans and the status quo
of cities and the inability of applied tools and methods to control
externalities has led planners to explore the possibility of using the
other options. Given that externalities have multiple legal, economic,
and social (or spatial) dimensions, adopting an interdisciplinary ap-
proach is an inevitable choice. Therefore, this article aims to identify
causal powers and generative mechanisms of externalities and ex-
plain the interaction and role of property rights and urban planning
institutions in controlling externalities in the city.

Materials and Methods

Based on purpose, this article is basic and explanatory-analytical in
nature. To identify the causal powers and generative mechanisms
that produce externalities in the city and to explain how these el-
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ements interact with each other in this process,
critical realist paradigm and retroductive reason-
ing strategy were selected. In critical realism pre-
sented by Bhaskar, reality is constituted by three
layers: the empirical, the actual, and the real. Crit-
ical realism holds that science is the identification
of the deeper real level, including social structures,
constructs, and institutions that form the phenom-
ena.

After a systematic review of resources related to
the research issue, a comprehensive typology of
various internalization tools was proposed, and the
first conceptual framework was developed. Then
using the qualitative content analysis method,
texts and documents of formal rules and interviews
were analyzed, and eventually, the first conceptual
framework was revised.

Findings

The first finding of the article is a comprehensive
typology of various internalization tools, which re-
sults from a systematic literature review related to
the research problem (descriptive phase). By using
retroductive reasoning, this research tried to go
from the empirical layer (examples of externalities)
to deeper actual and real layers. Therefore, based
on the existing knowledge (literature), a prelimi-
nary conceptual framework was developed at first
and then modified and finalized after applying the
mentioned methods. As the second finding, this
conceptual framework (output of analysis phase)
identifies the causal powers and generative mech-
anisms of externalities in the city and explains how
property rights and spatial planning institutions

interact with each other in this process. Finally, a
framework for policies, mechanisms, and tools for
internalizing externalities has been introduced as
the third finding (prescriptive phase).

Conclusion

The emergence of a new turn in planning theory
has been a search for the institutional and legal
foundations of spatial planning and an emphasis
on the importance and role of institutions in their
efficiency and effectiveness. The novelty of this ar-
ticle is in adopting a critical view of the existing ap-
proaches to solve the problem of externalities in the
city through applying an institutional approach to
urban planning. Under the critical realism and ret-
roductive strategy, this article developed a concep-
tual framework that identifies and explains the al-
location of land property rights in the urban spatial
planning system as the primary generative mecha-
nism in the control of externalities. This framework
shows that the externalities of urban activities and
spaces are the empirical layer of reality that insti-
tutions and rules of urban planning and property
rights constitute its deeper real layer. In fact, the
interaction of urban planning and property rules
with each other in the process of allocating land
property rights in the city is the main mechanism of
the physical-activity space production and then ex-
ternalities. Therefore, planners must put the distri-
bution and allocation of land rights at the center of
planning practice, and the emphasis will be placed
on applying the property rights approach, which is
atthe interface between the law and the economics
in the urban planning system in Iran.
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