Externalities

An externality is a positive (external benefits) or negative (external costs) impact on a party not directly involved in an economic transaction. In such a case, prices do not reflect the full costs or benefits in production or consumption of a product or service. Producers and consumers in a market may either not bear all of the costs or not reap all of the benefits of the economic activity. For example, manufacturing that causes air pollution imposes costs on the whole society, while fire-proofing a home improves the fire safety of neighbors.

In the field of energy, unaccounted or inadequately captured externalities include all immediate and short-term negative impacts related to the discovery, extraction, distribution, and conversion of energy resources as well as the costs related to decommissioning and dismantling of facilities, long-term storage of wastes, and long-lasting effects on ecosystems and human health.  

Examples:

· Military protection of oil supply and distribution networks

· Oil spills (The Exxon Valdez 1989)

· Health, agricultural, forestry, etc… impacts of particulates and other pollutants from coal, diesel, and other power plants

· Nuclear accidents and risks thereof, decommissioning, waste disposal
