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30 January 2004

Clerk to Panel on Econom c Services
Legi sl ative Council Secretari at
Legi sl ative Council Building

8 Jackson Road

Central

Hong Kong

(Attn.: Ms. Debbie YAU)

Dear Ms. YAU,

Panel on Econom ¢ Services & Panel on Environnental Affairs
Joint Meeting Held on 18 July 2003

Wth reference to paragraph 20 of the mnutes of the Joint
Meeti ng of the Panel s on Econom ¢ Servi ces and Envi ronnment al
Affairs held on 18 July 2003, EMSD was requested to work with
the Governnment Econom st to see if it mght be possible to
wor k out rough esti mates of the environnental and soci al costs
of conventi onal power generation. Inthis context, we submt
the followng information to the Joint Panel based on a
thorough literature reviewcarried out by us onrel ated | ocal
and overseas studies:

According to evidence fromavail abl e | ocal and i nternati onal
studies, the two najor elenents determ ning the social and
envi ronnental costs are: (i) the local health cost borne by
the l ocal community, and (ii) the damage due t o gl obal warm ng
ef fect borne by the global conmmunity. The conbi ned damage
effects caused by these two elenents include nortality,
nor bi dity, coastal i npact, agricul tural i npact, energy demand
and econom c i npact due to tenperature change and sea | eve
rise.



Local health cost

“The Study of Econom c Aspects of Ambient Air Pollution on
Heal th Ef fects”, a study conduct ed by EHS Consul tants Lim ted
for EPDin April 1998, found that the health-rel ated econom c
costs arising froman i ncrease of 1 ug/ nt of the relevant air
pollutants in the anbient, estimated by the Cost-of-illness
(CA ') approach and W | ingness-to-pay (WIP?) approach, were :

ca WP
( HK$M) ( HK$M)
NG, 73.0 105. 1
SO, 9.7 16. 7
RSP 28. 3 42.0
0o, 49.7 73.5

However, conpl i cat ed net eorol ogi cal factorsmakeit difficult
to quantify the relationship between the anmount of air
pol lutants emtted by power plants and the anbient
concentration of these pollutants.

Danmage due to gl obal warm ng eff ect

We have al so reviewed a nunber of international studies on
eval uating the social and environnmental costs of carbon
di oxi de emi ssion. An international study conducted by UNEP
I nt ergover nnent al Panel on C i mat e Change (I PCC) i n 1996 gave
the figures between US$9 (HK$68) to US$197 (HKS$ 1,478) per
tonne of carbon (in 2000 price). Another study conducted by
R C arkson and K. Deyes for UK HM Treasury & Departnent of
Envi ronnment, Food & Rural Affairs (DEFRA) in January 2002
titled"“Esti mtingthe Soci al Cost of Carbon Em ssi ons” quot ed
afigureinthe sanme order of magni tudes £70 per t onne of car bon
(in 2000 price) as the point estimate for the margi nal damage
caused by the global warm ng effect due to the increase in
car bon di oxi de em ssi on and t he range of £35 (HK$438) to £140
(HK$1, 750) per tonne of carbon for sensitivity analysis.

! The concept of CO is to trace the cost inpacts through the nunber of
hospital adm ssions, norbidity, |oss of work, etc.

2 The concept of WIP is to establish the cost by surveys of what people



However, there are a nunber of uncertainties associated with
t he danage cost figures on carbon em ssi on suggest ed by DEFRA.
These uncertainties can be summarised into two categori es:
(1) scientific uncertainties such as neasurenment of present,
and prediction of future em ssions; transl ation of em ssions
| evel s t o changes i n t he at nospheri c concentrati on of carbon,
etc. and (ii) the uncertainties associated wth economc
val uation such as predicting how the relative and absol ute
value of inpacts will change in the future; estimating
nonet ary val ues for non-market inpacts (i.e. those inpacts
for which a market based price does not exit), etc. Due
consideration should therefore be given to these
uncertainties when applying IPCC or DEFRA's figures in
estimati ng the damage costs of gl obal warm ng effects.

Yours sincerely,

( HO Kwong-wai )
for Director of Electrical & Mechanical Services

c.c. SEDL (Attn.: M. John FLOYD, Fax. 2123 9438)
SETW (Attn.: M. Fletch CHAN, Fax. 2136 3347)
Gover nment Econom st (Attn.: M. AndrewAU, Fax. 2866 8869)
DEP (Attn.: M. S W PANG Fax. 2827 8040)
km / t pu/ kwh

are willing to pay to avoid the pollution.



