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end the dependency on foreign oil and dirty coal, but it should result in wind, water,
sunlight and nuclear power keeping the lights on for significantly more people than before.
Those same people could also befilling their gas tanks with ethanol fuels. " China needs to
import alot of oil, so the government islooking at aternative fuels," says Christine Pu,
energy and chemicals analyst at Deutsche Securities Asia. "The advantage of ethanal is,
it's good for the environment.”
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Launched in 2000, China's fuel ethanol industry is still initsinfancy. According to GTZ, a
German company that advises on energy management on behalf of the German
government, total “bio-alcohol” (as differentiated from synthetic ethanol) production is
around 4 million metric tons per year (1.2 billion gallons). Three-fourths of it is edible
ethanol and the remainder isfuel ethanol. "At present, it's largely limited to research
institutions, and there has yet to be much spillover from the labs into the marketplace,”
say's Frank Haugwitz of GTZ-China.

By the end of 2005, Heilongjiang, Jilin, Liaoning, Henan and Anhui provinces were
wholly dependant on E10, with certain regionsin Hubei, Shandong, Hebel and Jiangsu
following suit. Studies have shown that using E10 reduces carbon dioxide emissions by up
to 3.9 percent.

GTZ has calculated that a nationwide rollout of E10 could see fuel ethanol demand reach
8.5 million metric tons (2.6 billion gallons) per year by 2020.

The government appears ready to meet its goal. Four ethanol plants, with production
capacities ranging from 200,000 metric tons to 500,000 metric tons per year (60 MMgy to
150 MMgy), are under development. At the Jilin Fuel Ethanol plant, China aready
possesses one of the world's largest fuel ethanol facilities with a capacity of 600,000
metric tons per year (180 MMagy).

The nation’ s vice minister of finance said in July that Chinais committed to along-term
biofuel development program, notes Professor Liu Dehua of Tsinghua University's
chemical engineering department, who has been involved in China's fuel ethanol program
since itsinception. "By 2020, liquid biofuel production will be 20 million [metric] tons (6
billion gallons) ayear, comprising 15 million [metric] tons (4.5 billion gallons) of ethanol
and 5 million [metric] tons (1.5 billion gallons) of biodiesel,” Liu says.

file://ID)/Frank/I T/Website/Frank%20Haugwitz/doks/bio/neue_docs/2006_Bioethanol_China_1.htm (2 of 4)27.06.2007 19:30:07



http://www.ethanolproducer.com/ad-click.jsp?ad_id=292
http://www.ethanolproducer.com/ad-click.jsp?ad_id=292
http://www.ethanolproducer.com/ad-click.jsp?ad_id=292
http://www.ethanolproducer.com/ad-click.jsp?ad_id=292
http://www.ethanolproducer.com/ad-click.jsp?ad_id=292
http://www.ethanolproducer.com/ad-click.jsp?ad_id=292
http://www.ethanolproducer.com/ad-click.jsp?ad_id=292
http://www.ethanolproducer.com/ad-click.jsp?ad_id=303
http://www.ethanolproducer.com/ad-click.jsp?ad_id=303
http://www.ethanolproducer.com/ad-click.jsp?ad_id=303
http://www.ethanolproducer.com/ad-click.jsp?ad_id=303
http://www.ethanolproducer.com/ad-click.jsp?ad_id=283
http://www.ethanolproducer.com/ad-click.jsp?ad_id=283
http://www.ethanolproducer.com/ad-click.jsp?ad_id=283
http://www.ethanolproducer.com/ad-click.jsp?ad_id=283

Ethanol Producer Magazine

China has also cast its net wide in search of the key to success with fuel ethanol. Liu has
been to Brazil twice—most recently in April, accompanying officials from the National
Development and Reform Commission and the Ministry of Science and Technology—to
study a system under which all vehicles must run on fuel comprising at least 20 percent
ethanal. "Chinawants to learn from Brazil's experiences in promoting fuel ethanol
production and find out what impact using ethanol has on the environment,” Liu says. The
officials were also keen to see Brazil's flexible fuel vehicles that run on varying
combinations of gasoline and ethanal.

Thirty years ago, Brazil faced some of the energy challenges that now confront China. It
imported 75 percent of its oil in 1975 and received a series of economic blows as the price
of oil fluctuated during the course of the decade. The development of fuel ethanol has
greatly reduced this vulnerability. However, experts warn against viewing the two
countries as being at separate points on the same developmental path.

"Brazil used to import alot of crude oil as China does now," Pu says. “ The big difference
isthat Brazil is alarge producer of sugarcane, while China uses corn for its ethanol."

The situation is complicated by the high priority China attaches to food security. If it'sa
choice between corn for food and corn for ethanol, the food need wins hands down. Three
of the four large-scale ethanal facilities under development will use sugar-based energy
crops or sorghum. Not only does this resolve the food-or-energy dilemma, but ethanol can
be created more efficiently from these crops.

Based on its extensive work in China s energy economy, Germany’s GTZ identified
potentia planting areas in southern provinces such as Guangdong and Guangxi, where the
climate is more conducive to growing sugar and sorghum. "China has multiple choices,"
Liu explains. "It wants to diversify and can grow corn in the north and sugarcane in the
south.”
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