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Project Summary 
 

 
Most activities, such as electricity generation, transport, agriculture and the manufacturing industry 
have environmental and social burdens.  These include air pollution, greenhouse gas emissions, waste 
emissions, waste generation and noise.  These burdens lead to economic impacts that are typically not 
paid for by providers or users, known as external costs or externalities.  In order for economic activity 
to be sustainable, it is essential that these externalities are taken into account.  Indeed ‘getting the 
prices right’ is one of the key indicators of the EC’s sustainability strategy.   
 
Major advances have been made in recent years in the analysis of externalities, particularly through DG 
Research’s ExternE Project (Externalities of Energy). ExternE has developed a methodology 
combining life cycle analysis (LCA) and the ‘impact pathway approach’ for assessing externalities in 
the energy and transport sectors.  The approach evaluates environmental or social effects in terms of 
physical impacts, and then goes on to quantify these impacts in economic costs.  The ExternE approach 
and results have seen very widespread use across Europe in policy support.  Following on from the 
ExternE project, the key objectives of the MethodEx study were: 

· To progress the ExternE methodology consistently into other sectors beyond energy and transport, 
focusing on waste, industry and agriculture.   

· To demonstrate the approach with case studies and to identify remaining research gaps. 

· To explore and produce guidance on benefit transfer, particularly for transferring values or study 
results between the EU15 and New Member States.  

· To engage policy makers and develop tools for consistent and harmonised externality assessment. 



 

 

Project Results and Achievements  
 
The MethodEx project has made a major contribution to the development of externalities in the waste, 
industry, and agricultural sectors.  This recognises that externalities in these sectors are potentially 
important, but have received limited attention to date.  To extend the current ExternE ‘best practice’ 
approach into these areas, the study undertook a detailed literature review of the relevant studies in 
these new sectors, and surveyed the methodologies used.  The review considered almost 350 studies.  
These were filtered to identify the most relevant studies (around 150) and these have been incorporated 
in a free access, policy relevant bibliography material database, available at: 
 

http://www.red-externalities.net/methodex 
 
The database has details of the studies, their abstracts, and allows searches by sector, author, or title, to 
enable the information to be accessed by other researchers or policy makers.  The database has also 
been extended to include the previous studies identified from the transport and energy sectors in the 
earlier version of the RED (Review of Externality Data) database.   
 
Based on the review, the project identified the ‘priority burdens’ for each of the three new sectors, i.e. 
the key impacts.  For each priority area, the team developed new externality assessment methods, 
where possible built around the ExternE ‘impact pathway’ approach.  As examples, this included 
extensive development work on: new approaches for valuation of amenity losses from waste disposal; 
in advancing eutrophication valuation analysis across countries; and with detailed review of new health 
risks from the three sectors, etc.  The study also developed harmonised approaches for quantification of 
the external costs of air pollutants for the three new sectors, ensuring these were consistent with the 
existing ExternE work.  Finally, the project investigated innovative approaches for assessing 
greenhouse gas (GHG) externalities and communicating the uncertainty around these estimates. The 
new methods were then demonstrated on case studies, summarised below.  
 

Sector

Waste

Industry

Agriculture

CountryStudy Findings

External costs
of landfill vs. 
Incineration

Composting 
and recycling 
vs. landfill

Large point 
sources across
Europe

Wastewater 
treatment
benefits:costs

Livestock and 
Arable crops

Intensive and 
non-intensive
agriculture

France, 
Czech Rep., 
Poland, UK

UK

All Europe

UK

Germany

UK

Hungary

External costs are significant.  They are dominated by greenhouse
Gases  (GHG).  The range of GHG values can ‘switch’ the ranking 
of the external costs of the two technologies .  Air quality and
amenity externalities are also important. There is wide variation in 
external costs across countries and sites, especially due to energy 
recovery practices and displacement. Recycling and composting 
have much lower external costs (and recycling has net benefits).

A small number of plants dominate the European wide results, 
with 126 plants (from 7000) responsible for over 50% of the 
externalities, and 90% of the damage from around 1000 plants. 

Analysis of benefits of water quality improvements (recreation, 
non-user benefits, etc).  Comparison  against abatement costs to 
investigate CBA of different levels of treatment

Environmental costs are potentially large, and are dominated by 
NH3,followed by GHGs (N2O, CH4).   

There is significant potential for reductions in external costs from 
agriculture (up to 50% for dairy farming and 33% for crops).  
There remain key gaps in the areas of pesticides, eutrophication, 
biodiversity, and landscape value.

 
 



 

 

The case studies provide important information for demonstrating the new approach in the new sectors 
for policy makers. They included policy relevant and interesting studies, with full coverage across all 
the new sectors (agriculture, waste, industry), and a broad selection of case studies in EU15 and new 
EU-10 countries.  From a review of the methodology and case studies, a list of research gaps and 
priorities was compiled.   
 
As part of the methodology development, the study has also investigated the extension and 
transferability of externality values or methods (benefit transfer) to the enlarged EU.  Initially the 
project intended to do this through literature review, but due to a lack of direct material, the study work 
programme changed to undertake new survey work (with two primary contingent valuation surveys in 
New Member States).  The study undertook new valuation studies for eutrophication in the Czech 
Republic and Poland, using an existing valuation survey method developed in Norway (and also 
previously tested in Germany).  As well as generating interesting results in their own right, the studies 
were used as an input, along with the wider literature review, to develop benefit transfer guidance.   
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The benefit transfer guidance is freely available from the project web-site (see below). 
 
Finally, to improve the consistency and harmonisation of future externality applications, the project has 
developed a policy tool.  To inform the development of this tool, the project team surveyed policy 
makers in the DGs.  This led to the development of a ‘policy toolbox’.   
 
The toolbox is a free access, excel driven tool that provides externality advice and values for a range of 
different potential applications, and for use by researchers and policy makers.  It includes a simple 
look-up table model of consistent and harmonized air pollution external costs values, a conversion tool, 
accounting framework templates for the major sectors covered by ExternE and MethodEx, and the 
GHG valuation and uncertainty analysis.   
 



 

 

 
 
The policy toolbox is available freely at: 
 

http://www.methodex.org 
 
The study reports, including the benefit transfer guidance, are also available on this site.   
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