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Socio-economic Cost and Benefit Analyses –
approach to assess the societal desirability of CBMs



For today:

• A little bit of theory

• Challenges we faced

• Takeaways we'd like to share



Cost – benefit analyses (CBA)

• Allows estimating + and – of 
two or more alternatives

• Analyses balance of expected 
benefits and costs

• Usually expressed in
monetary therms
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Two main types to carry out CBA

Financial analysis

• Aims assessing the protifability
of the project from the financial
perspective of its owner

• Consides financial perspective 
(cash flows)

Socio-economic
analysis

• Aims to appraise the project’s
contribution to the welfare of
society

• Incremental approach

• Provides wider perspective



Socio-economic CBA –
Good to know for the future

Sustainability reporting framework

companies will have to disclose 
whether and how they plan to address 
the transition away from using primary 

resources and increasing the use of 
secondary resources
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Socio-economic CBA 

helps demonstrate 
to the society, funders, state

that the company's choices are 
societally desirable

One more advantage for the future
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Socio-economic CBA in the CIRCLE

• Theoretical basis: 
EC guidelines

• 12 CBM cases from
LV, LT, EE, NO

• Unique experience

European Commission, 2014. Guide to cost-benefit analysis of investment projects
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Challenges we faced

• Incremental approach
• Access to information
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Incremental approach (example)

Flow of bio-resources – baseline scenario

Flow of bio-resources – CBM scenario



Access to information

• Novel business initiatives
• Commercial secret
• Assumptions and estimates
• Extensive knowledge
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Takeaways 
we’d like to share

Socio-economic benefits are 
most often associated with:
• The valorisation of by-

products or residues
• The replacement of fossil 

sources
• The reduction of waste
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On the other hand, the costs 
are primarily associated with:
• Investments in R&D,

new technologies, and processes
• Additional energy or labour
• Collection and transportation
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The involvement of bridge 
sectors in the bio-resource 
flow, enables to expand the 

scale of operations, to utilize 
the potential of bio-
resources in more 

comprehensive way, and to 
increase the socio-economic 

benefits.
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energy production from 
the by-products is not 
necessarily an optimal 

solution for maximizing 
added value within the 

bio-resource circulation.
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CBM might create significant 
socio-economic benefits, but, 
due to market distortions or 

other barriers, these benefits 
might not be fully recognized at 
this moment. In cases like these 

public support would be 
appropriate to address barriers 
and encourage entrepreneurs 

to take an action.
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In most cases the socio-economic 

benefits exceed the costs. However, 

significant challenges may arise if 

CBMs involves investments.

Thus, if implementation of CBM is 

feasible without significant 

investments in infrastructure, the net 

socio-economic benefits are highly 

likely to be positive.
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