Ethanol in China
An Increase Is Predicted in Production and Consumption
by S. Patricia Batres-Marquez
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continued, is being boosted by strong
demand, large feedstocks, and government support. Due to higher applied
duties for imported ethanol and expanding domestic supplies, China’s 2017 fuel
ethanol imports are expected to decline
64.8% compared with 2016. China’s
ethanol import duties in 2017 totaled 30%
compared with the previously applied
preferential rate of 5%.
10% Blend Mandate

In 2016, two provinces (Jiangsu and
Hebei) adopted a 10% ethanol blend
with gasoline (E10) mandate. In addition
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to these two provinces, by February 2017
China had launched an E10 mandatory
pilot program in 11 provinces and 40
municipalities. The pilot program’s
locations were chosen based on the
proximity to grain production areas. At
that time, there were no proposals for a
country-level blending mandate.
E10 Nationally by 2020

Reuters news reported on Sept. 13,
2017, that China plans to increase the
ethanol gasoline blending rate to 10%
nationally by 2020. China’s gasoline
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consumption forecast for 2020 indicates
a volume of 46.588 billion gallons.
Considering a 10% ethanol-gasoline
blending rate and assuming corn as the
only feedstock used, 4.659 billion gallons of ethanol would be consumed in
China by 2020 (compared to 15 billions
gallons required by the Renewable Fuel
Standard for U.S. corn-based ethanol
consumption in 2020.)
Assuming a conversion rate of 2.8 gallons of ethanol per bushel of corn, 1.664
billion bushels of corn would be required
to meet the 2020 ethanol consumption.
In terms of production capacity, China
would need to expand its investment in
ethanol plant capacity in order to achieve
this higher ethanol blend.
According to the USDA-FAS’s report,
“China: Biofuels Annual” published Feb.
7, 2017, China’s production capacity in
2016 was equal to 951.1 million gallons
and forecast at 1.109 billion gallons in
2017, for a capacity use of 88% in 2016
and 85% in 2017. By 2020, China’s ethanol production capacity would have to
increase approximately 320% from the

2017 projected level.
As the chart on p. 27 indicates, China
has the largest corn stocks in the world.
On average, from 2013/14 to 2016/17,
China’s corn stocks (3.871 billion bushels) represented 47.7% of world corn
stocks (8.117 billion bushels, on average). China’s corn stocks piled up during
the time of policy price support for corn
producers, which ended in 2016 and left
China’s corn producers with some of
the highest corn cost-of-production in
the world, according to the USDA-FAS
GAIN report “China: Grain and Feed
Annual” published April 4, 2017.
As reported in a USDA-FAS publication, “China-Reform Continues in the
Corn Sector,” September 2017, c
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China’s state media indicated the adoption of E10 will address the issues related
to excessive corn stocks and air pollution.
China is trying to reduce its substantial

... China plans to increase
the ethanol gasoline blending rate to 10% nationally
by 2020.

stocks of high-priced domestically produced corn through the implementation
of a policy oriented to support higher domestic use from processors and end users.
Moreover, China has moved from food
security programs that centered on staple
grains and is considering a feed security
program based on a basket of products.
China has formulated several stimulus programs that encourage farmers
to diversify production. The November 2017 edition of the USDA-FAS’s
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China’s Corn Import Demand

China’s corn import demand may
remain stagnant given the country’s large
corn stocks. Once China reduces its corn
stocks, its corn imports could be boosted
to avoid finding itself tight in corn.
China is forecast to consume about
50.626 billion gallons of gasoline by 2024.
Assuming corn as the only feedstock in
ethanol production, a 10% ethanol blend
would require 5.063 billion gallons of
ethanol and about 1.808 billion bushels
of corn in 2024. By 2025, China plans to
shift to produce cellulosic ethanol by using
grasses, forest waste, and crop residues.
Alternatively, if China does not entirely achieve the ethanol plant capacity
expansion necessary to meet the upsurge
in ethanol demand that the planned 10%
ethanol blending would bring, U.S. ethanol exports to that country may grow,
contingent on China’s reduction of the
ethanol import duty now in place. j
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“Grain: World Markets and Trade”
report indicates 2017/18 Chinese corn
production and corn ending stocks are
forecast to decline 2.1% to 8.464 billion
bushels and 22% to 3.097 billion bushels,
respectively, from the previous marketing year (see chart on p. 27).
Based on trade data, China’s 2016/17
corn imports (from all sources) were revised in the November 2017 USDA-FAS’s
report “Grain: World Markets and Trade.”
2016/17 corn imports were reduced from
the previous month’s estimate of 118 million bushels to 97 million bushels. The November forecast for 2017/18 Chinese corn
imports remained the same as the October
2017 forecast at 118 million bushels.
U.S. export sales published by USDAFAS on Nov. 9, 2017 indicate that,
during the first nine weeks of the
2017/18 marketing year, China’s total
commitments (accumulated sales plus
outstanding sales) reached a volume of
4 million bushels, representing less than
1% (0.5 %) of total commitments from
all countries (763 million bushels).

This report is based on a section of the
October 2017 edition of the Agricultural
Marketing Resource Center (AgMRC)
Renewable Energy Report: “Latest on
U.S. Corn Ending Stocks: Second Largest Since 1987/1988” at www.bit.ly/
Oct2017_AgMRC.

This article was originally posted Nov. 21, 2017 at www.decision-innovation.com/blog/
disinsights/china-announced-10-percent-ethanolgasoline-blending-rate.
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