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Bio—ethanol (BE) production is one of the most important policy issues in the world to reduce
greenhouse gas (GHG) emission level proposed in Kyoto protocol. For achieving such a goal, BE
production and mutual trade in East Asia can play an important role, if its warm climate and rich
precipitation are taken into account. This research aimed to propose the policy coordination scheme
for BE production and trade among East Asian region including Japan.

The outline of analysis was as fol lows.

First, the upper—limit of total BE production without competing with food production was
estimated as 12 million KL in this area, after considering information on agricultural production,
such as some room for an increase in farmland and the unit harvest (for example, 6 — 7 million kL
of BE available from unused land in Laos and Cambodia), investigation results of satellite
photo—image, and production costs of previous studies as well as our research results in Thailand.

Second, the optimum amount of BE production and trade was estimated by using the optimization
programming model on three cases, i.e. the self production case for E10 policy, the trade
optimization case with the minimum total costs, and the trade optimization case with the minimum
GHG emission. In the cost minimization case, the average cost of BE production within the area was
decreased by 73% (from $1200/KL to $351/KL).

Third, for achievement of this policy coordination, $17 billion of investment was estimated to
be needed. However, by investing this money within East Asian countries, $33 billion of induced
production can be created. So even though high rate of cost burden was need for Japan, it can get
some profits of investment as well as environmental benefit from the reduction of CO2 emission under
this policy coordination. Therefore, Japanese government should become the leader of such
negotiation and should improve domestic policy to promote private investment by, for example,
getting environmental allowance.




