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Date: May 27, 2014 

To: Environment Bureau, Electricity Reviews Division 

From: C.K. Woo, Department of Economics, Hong Kong Baptist University 

Re: Comment on the HKSAR Government’s Public Consultation Paper “Planning Ahead for 

a Better Fuel Mix” (“Paper” hereafter) 

 

I welcome the opportunity to review the Paper which proposes two fuel mix options to 

reduce Hong Kong’s generation-related emissions: (1) increase electricity import from China; 

and (2) increase natural-gas-fueled generation in Hong Kong (Paper, p.31).  It is difficult to 

provide a meaningful review because the Paper does not specify the price and non-price terms of 

the power import contract under Option 1, which are absolutely necessary for a comparison with 

the reliability and cost performance of local generation under Option 2.  What I do know are: (a) 

local generation has proven to deliver superb reliability unmatched by any other major city in the 

world; and (b) Hong Kong’s electricity rates are price-reasonable relative to the major cities in 

OECD countries.1   

I estimate that Hong Kong residents are willing to pay 18% more in their annual bills for 

reducing coal-fired generation’s emissions, less than the projected 40% increase caused by the 

implementation of Option 2.2  In short, Hong Kong residents will unlikely support the two 

options.  Hence, a narrow focus on fuel mix is not the best way to develop a resource plan that 

can achieve deep emissions cuts in Hong Kong.3 

                                                           
1 Woo, C.K., T. Ho, A. Shiu, Y.S. Cheng, I. Horowitz and J. Wang (2014) “Residential Outage Cost Estimation: 
Hong Kong,” Energy Policy, forthcoming. 
2 Woo, C.K., A. Shiu, Y.S. Cheng, R. Li, T. Ho, I. Horowitz and J. Wang (2014) “Residential Willingness-to-Pay 
for Reducing Coal-Fired Generation’s Emissions in Hong Kong,” Electricity Journal, 27(3), 50-66. 
3 Williams, J.H. et al., (2012) “The Technology Path to Deep Greenhouse Gas Emissions Cuts by 2050: The Pivotal 
Role of Electricity,” Science 335, 53-59. 
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An obvious option that the Paper has not considered is demand-side-management (DSM), 

which includes energy-efficiency aided by smart meters.4  When suitably designed, DSM 

programs are highly cost-effective from various perspectives (e.g., ratepayers, utilities and 

society).5  Yet Hong Kong’s DSM implementation has been limited.  Hence, we raise a 

substantive question: what if Hong Kong expands its DSM investment, up to the 18% bill 

increase that Hong Kong residents are willing to pay for emissions reduction?  If the resulting 

emissions reductions were found to be close to the two fuel-mix options’ reductions, DSM 

investments would be a promising component of an emissions reduction resource plan.  

To be fair, one may contend that such DSM investments have already been explored; and 

when appropriate, developed and implemented.  I disagree.  Consider the case of public housing 

projects that accommodate ~50% of Hong Kong residents.  Besides new projects, existing 

projects undergoing major maintenance are great candidates for DSM retrofits (e.g., double-pane 

window, energy-efficient appliances, insulation and caulking).  Such projects present a vast 

source of demand response (e.g., smart thermostat for AC load control).   

To be sure, Hong Kong does not know enough about DSM programs that can cost-

effectively serve public housing projects.  Nor does Hong Kong know the details of an incentive 

mechanism that can mutually benefit program participants, non-participants, and utility 

shareholders.  For this reason, I propose a pilot test of DSM implementation in a public housing 

project to: (a) collect data for estimating DSM-related kWh and kW reductions; (b) test the 

effectiveness of alternative customer recruitment strategies; (c) quantify the cost-effectiveness of 

                                                           
4 Woo, C.K., P. Sreedharan, J. Hargreaves, F. Kahrl, J. Wang, and I. Horowitz (2014) “A Review of Electricity 
Product Differentiation,” Applied Energy, 114, 262-272. 
5 Baskette, C., B. Horii, E. Kollman and S. Price (2006) “Avoided cost estimation and post-reform funding 
allocation for California’s energy efficiency programs.”  Energy, 31, 1084-1099. 
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DSM investment in a public housing project; and (d) develop an incentive mechanism that can 

mutually benefit all stakeholders.   

One may argue against the pilot test: what if the test fails?  Such an argument is weak 

because even if the pilot test is a total failure, its cost is low and risk minimal when compared to 

the Paper’s two options.  The upside is that the test can provide useful information in developing 

an integrated resource plan that may be much less costly than the Paper’s two options.  Hence, I 

recommend that the HKSAR Government widen its resource focus and include DSM in the 

development of an emissions reduction resource plan.  And a promising step forward is to 

authorize the two utilities to conduct my proposed pilot test. 
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