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U.S. alfalfa hay pellets and cubes were among a number of U.S. agricultural products that received new
or expanded access under the U.S.-China Economic and Trade Agreement, which was signed on January
15, 2020. This report briefly mentions the market access parameters for U.S. alfalfa hay pellets and
cubes, discusses key market conditions (including import competition), and offers market-entry
recommendations to consider when exporting this livestock feed ingredient to China.

THIS REPORT CONTAINS ASSESSMENTS OF COMMODITY AND TRADE ISSUES MADE BY USDA STAFF
AND NOT NECESSARILY STATEMENTS OF OFFICIAL U.S. GOVERNMENT POLICY




Product Description and Access Overview

The U.S.-China Economic and Trade Agreement, which was signed on January 15, 2020, paved the way
for expanded access for several U.S. hay products, including alfalfa hay pellets and cubes.! On May 13,
2020, China’s General Administration of Customs (GACC) published a notice granting market access
for U.S. alfalfa hay pellets and cubes.

Additionally, GACC has registered seven U.S. facilities producing alfalfa hay pellets and cubes as
approved to export to China.? Other U.S. exporters interested in exporting these hay products should
contact their state APHIS office to initiate the facility registration process. Facilities that are already
approved to export alfalfa hay bales are still required to undergo this registration process before
exporting pellets or cubes. New establishments will be added within 20 business days of the United
States notifying GACC that APHIS has approved the facility and found it in compliance with the U.S.
alfalfa hay pellet and cube phytosanitary export protocol.

Aside from complying with the conditions of the protocol, shipments of pellets and cubes must be made
from conventional alfalfa hay since China has not approved any biotech events for alfalfa. These
products do not require an imported feed registration license from China’s Ministry of Agriculture and
Rural Affairs (MARA) since it is a single ingredient product. Shipments can be containerized or bulk.

Market Overview

Alfalfa hay is a major ingredient in China’s expanding dairy sector. While Chinese dairymen will
sometimes use alfalfa hay pellets and cubes to supplement dairy diets, these products appear to have an
even greater market potential in China’s swine sector — the world’s leading hog and pork producer.

Several major South China hog farms participating in a feed promotion activity showed interest in using
ground U.S. alfalfa hay as a substitute for wheat bran in gestating sow diets. This promotion, which was
organized by ATO-Guangzhou and the U.S. hay industry in 2011, showed that the alfalfa hay-enhanced
ration, while slightly more expensive, resulted in potential improvements to sow performance. Although
there was interest, the promotion was not expanded into a formal feed trial in part because U.S. alfalfa
hay pellets and cubes were not granted market access at that time.

Swine producers are increasingly interested in safe, high-quality feed ingredients after African Swine
Fever (ASF) devastated the country’s hog industry starting in August 2018.3 In order to curb the spread
of the disease, swine farmers adopted strict biosafety measures, including feed ingredient controls to
ensure product safety. U.S. alfalfa hay pellets and cubes can help fill the hog industry’s growing
demand for safe feed ingredients, especially as the sector tries to rebuild from ASF.

In addition to the swine (and dairy) industry, there are other sources of potential demand for U.S. alfalfa
hay pellets and cubes, including beef cattle, rabbits (raised for fur and meat), sheep and goats, horses,
and pets, such as rabbits and guinea pigs. With further market research, longer-term opportunities may
be developed within the aquaculture (e.g. grass carp and shrimp), chicken (e.g. layers and broilers), and

1 USTR Phase One Agreement-Commodity Fact Sheet-Animal Feed

2 A list of U.S. establishments eligible to export feed, including alfalfa hay pellets and cubes is available at
www.customs.gov.cn/dzs/2747042/2883227/index.html
3 China: Livestock and Products Semi-annual, April 2020



https://www.aphis.usda.gov/aphis/ourfocus/planthealth/ppq-program-overview/ct_sphd
https://ustr.gov/sites/default/files/files/agreements/phase%20one%20agreement/Phase_One_Agreement-Commodity_Fact_Sheet-Animal_Feed.pdf
http://www.customs.gov.cn/dzs/2747042/2883227/index.html
https://apps.fas.usda.gov/newgainapi/api/Report/DownloadReportByFileName?fileName=Livestock%20and%20Products%20Semi-annual_Beijing_China%20-%20Peoples%20Republic%20of_02-15-2019

swine (high-end pork) industries.

Competitors

In 2019, China imported about 30,000 metric tons ($8 million) of alfalfa meal and pellets, mostly
unchanged from the previous year.* Imports from Spain — the largest supplier of alfalfa meal and pellets
to China — accounted for a little more than 80 percent of the volume or about 24,000 metric tons (Table
1). Other suppliers included Italy (13 percent), Bulgaria (4 percent) and Kazakhstan (1 percent).

According to local feed industry sources, eligible supplying countries have historically lacked the
capacity to meet the untapped demand for imported alfalfa hay pellets and cubes. Import volumes are
expected to climb upward with the arrival of new-to-market U.S. alfalfa hay pellets and cubes.

Table 1. China: Imports of Alfalfa (Lucerne) Meal and Pellets (HTS 121410)

Calendar Year (Unit: Tons)
Partner Unit 2015 2016 2017 2018 2019 Market Share
2019
World T 22,107 31,938 37,629 29,521 29,793 -
Spain T 22,049 31,890 37,596 29,494 24,446 82%
Italy T 0 0 0 0 3,836 13%
Bulgaria T 0 0 0 0 1,326 4%
Kazakhstan T 0 0 0 0 156 1%
Other T 58 48 34 27 28 0.1%

Source: China Customs as reported by TDM

In addition to these overseas suppliers, China is a large producer of alfalfa hay, but produces little in the
way of pellets and cubes. In general, China’s production of alfalfa hay and products lags behind the
dairy sector’s fast growing demand. Considering this existing supply-demand gap, Chinese alfalfa hay
and products are not expected to dampen the commercial opportunities for U.S. sales of alfalfa hay
pellets and cubes.

At the same time, American alfalfa pellets and cubes are expected to be competitive against Spanish and
other origins considering the U.S. product’s superior quality and competitive pricing. According to one
feed industry contact, U.S. alfalfa hay pellets and cubes are expected to be cheaper and more readily
available than comparable imports because of the United States’ favorable economies of scale.

U.S. price competitiveness for these products will depend on the availability of tariff exclusions. In
addition to an MFN duty of 5 percent, imports of U.S. alfalfa hay cubes and pellets are subject to a
Section-301 retaliatory tariff of 25 percent (Table 2).5 Chinese importers can apply for a waiver of this
retaliatory duty even though alfalfa hay cubes and pellets are not among the approximately 150 products
currently listed as eligible for tariff exclusions.

4 China’s import statistics do not separate alfalfa meal from alfalfa pellets (and cubes).
5 None of the major supplying countries of alfalfa hay pellets and cubes have preferential trade agreements with China.
Therefore, these countries are subject to the same MFN rate of 5 percent.




For more details on the tariff exclusion process, please refer to the following GAIN reports: China
Announces a New Round of Tariff Exclusions, China Publishes Step-By-Step Tariff Exclusion Guide,
China Publishes Frequently Asked Questions Document on Tariff Exclusion Process.

Table 2. Import Tariff on U.S. Alfalfa Cubes and Pellets (HTS 121410) a/
MFN Rate as of | Section-232 Section-301 Add’l Tariff Total Applied
Jan 1, 2020 Retaliatory Retaliatory (Adjusted on Tariff
Tariff Tariff Feb 14, 2020)
(Apr 2018) (Jun 2019)
5% 0% 25% 0% 30%

a/ Lucerne (Alfalfa) Meals and Pellets

Regulations

China does not have a national standard for alfalfa hay pellets and cubes. However, there is a national
standard for feed-grade alfalfa meal (GB10389-1989) that could be consulted as a reference. U.S.
exporters are encouraged to work directly with Chinese importers to ensure the product meets relevant
regulations, where applicable, as well as commercial conditions.

Shipments of U.S. alfalfa hay pellets and cubes must be made from conventional alfalfa hay since China
has not approved any biotech alfalfa events at this time. Imports of these products will be tested in
accordance with the “Genetically Modified Alfalfa Detection Method by Real-time PCR” for alfalfa hay
bales, as developed by the Chinese Academy of Inspection and Quarantine. Because China lacks a low-
level presence (LLP) policy, there is a risk of a rejected shipment if an unapproved biotech trait is
present.®

Distribution Channels

The commercial and distribution networks for U.S. alfalfa hay bales are well established inside and
across the dairy sector after more than a decade since the first shipment. While this network can be
leveraged to sell U.S. alfalfa hay pellets and cubes, new commercial connections with other parts of the
livestock sector, especially swine feed, need to be established to fully maximize market potential.
Partnering with a specialized swine feed distributor could help establish new contacts with potential end-
users of pellets and cubes.

Both bulk and bagged pellets and cubes both have potential export opportunities. China’s swine and
feed operations, which are growing in size and increasingly integrated, may be interested in large-size
purchases, upwards of 5,000-10,000 metric tons. Bagged and smaller packages of pellets and cubes
might be attractive to specialized feed companies, specialized livestock operations raising animals for
breeding and premium meat and egg products, as well as horse and small pet owners. Building a brand
image for these high-end end-users would increase customer confidence and loyalty.

For U.S. companies seeking to distribute products in China, registering the brand name and trademark
with the Trademark Office of the National Intellectual Property Administration as early as possible is
highly recommended.

6 FAS-China Biotech Report - 2020



https://apps.fas.usda.gov/newgainapi/api/Report/DownloadReportByFileName?fileName=China%20Announces%20a%20New%20Round%20of%20Tariff%20Exclusions_Beijing_China%20-%20Peoples%20Republic%20of_02-18-2020
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https://apps.fas.usda.gov/newgainapi/api/Report/DownloadReportByFileName?fileName=China%20Publishes%20Step-By-Step%20Tariff%20Exclusion%20Guide_Beijing_China%20-%20Peoples%20Republic%20of_03-06-2020
https://apps.fas.usda.gov/newgainapi/api/Report/DownloadReportByFileName?fileName=China%20Publishes%20Frequently%20Asked%20Questions%20Document%20on%20Tariff%20Exclusion%20Process_Beijing_China%20-%20Peoples%20Republic%20of_03-13-2020
http://www.caaa.cn/show/standard.php?ID=73
http://www.caaa.cn/show/standard.php?ID=73
http://wcjs.sbj.cnipa.gov.cn/
https://apps.fas.usda.gov/newgainapi/api/Report/DownloadReportByFileName?fileName=Agricultural%20Biotechnology%20Annual_Beijing_China%20-%20Peoples%20Republic%20of_10-20-2019

Market Entry Recommendations and Industry Outreach

Established U.S. exporters already supplying alfalfa bales to Chinese end-users can build upon existing
commercial networks to develop opportunities for pellets and cubes. In contrast, new-to-market
suppliers should consider attending major livestock trade shows (mentioned below) to develop
commercial connections with different end-users across the livestock feed sector. A list of prospective
importers can be provided by FAS-China’s Agricultural Trade Offices upon request.

Considering the current COVID-19 international travel constraints, U.S. suppliers may want to have
their importers and distributors to showcase product on their behalf at trade shows during the second
half of 2020. At the same time, U.S. companies and technical experts could join the shows virtually
and/or host separate webinars to familiarize end-users with their products. Once international travel
resumes, trade missions in both directions should be organized to familiarize Chinese importers with
pellets and cubes.

The establishment of quality grading guidelines for U.S. alfalfa hay pellets and cubes would help
standardize purchase specifications. The USDA Hay Quality Designation Guidelines could serve as a
starting point for developing these envisioned guidelines.

Considering South China hog producers’ earlier interest in using alfalfa in gestating sow diets, a large-
scale feeding trial to demonstrate the performance of pellets and cubes would be useful in educating
potential end-users. The second phase of such a study could be expanded to aquaculture, layer, and
high-end swine, and broiler industries. The results of these trials could be presented at livestock
conferences and seminars.

As a general reference, the China Exporter Guide (2019) contains practical information for U.S.
agricultural, forestry, and fishery exporters interested in doing business in China. The report includes
useful information on local business practices, a review of consumer preferences, food standards and
regulations, and import and inspection procedures.

Major Chinese trade/industry associations

China Animal Agriculture Association (CAAA) is a quasi-governmental association with members from
across China’s livestock sector. The association is responsible for organizing the country’s largest
livestock trade show — China Animal Husbandry Expo — which is a good venue for showcasing U.S.
feed ingredients.

Trade shows

There are several trade shows that could be useful in promoting U.S. alfalfa hay pellets and cubes in
China including those mentioned below. These shows could be delayed or postponed because of the
COVID-19 situation. Furthermore, as mentioned above, because of the current COVID-19 travel
limitations, U.S. exporters may want to have their importers/distributors showcase product on their
behalf.

Pet Fair Asia, Shanghai, August 19-23, 2020 — One of the largest pet shows in China that attracts
participants from all over Asia. The show offers an opportunity to showcase consumer-packaged hay
products to rabbit and guinea pig owners.


https://www.ams.usda.gov/sites/default/files/media/HayQualityGuidelines.pdf
https://apps.fas.usda.gov/newgainapi/api/Report/DownloadReportByFileName?fileName=2019%20Official%20Exporter%20Guide_Shenyang%20ATO_China%20-%20Peoples%20Republic%20of_12-30-2019
http://www.en.org.caaa.cn/
http://www.petfairasia.com/en/

China Animal Husbandry Expo, Changsha (Hunan Province), September 4-6, 2020 — China’s largest
livestock trade show offering an ideal platform to showcase U.S. feed ingredients to Chinese buyers and
end users from across China’s livestock sector, including swine, broilers, layers, sheep/goats, beef cattle,
and rabbits.

China Horse Fair, Beijing, September 18-20, 2020 — The largest horse trade show in China offering an
ideal platform to showcase U.S. hay products to horse owners.

China Dairy Expo, Shijiazhuang (Hebei Province), October 11-13, 2020 — China’s largest dairy trade
show where U.S. exporters that supply alfalfa bales and pellets/cubes should consider attending to
feature their products.

Additional Considerations

According to the April 28, 2016 Foreign Non-governmental Organization (FNGO) Management Law,
China requires all FNGOs, including agricultural trade associations, to register before undertaking
certain marketing activities (e.g., public gatherings, promotions, trainings, conferences). The
requirements include securing a Chinese sponsoring organization, and registering a permanent office or
filing for a temporary activity permit. This typically takes up to six months to complete. Certain
activities may exempt from this law, and it does not apply to for-profit businesses and governmental
organizations. For more information about the Law, see the USDA GAIN report China’s Foreign NGO
Management Law: A Review for U.S. Agricultural Trade Associations.

For more information about this report, please contact:

Agricultural Trade Office in Guangzhou

U.S. Consulate General Guangzhou

Phone: (86-20) 3814-5000

atoguangzhou(@fas.usda.gov

This office covers Guangdong, Guangxi, Fujian, Hunan and Hainan Provinces



http://www.caaa.com.cn/2020/en/index.php
http://chinahorsefair.com.cn/IndexEn.asp
http://www.dac.org.cn/
https://www.chinafile.com/ngo/laws-regulations/law-of-peoples-republic-of-china-administration-of-activities-of-overseas
https://gcc02.safelinks.protection.outlook.com/?url=https://apps.fas.usda.gov/newgainapi/api/Report/DownloadReportByFileName?fileName=China%25E2%2580%2599s%2520Foreign%2520NGO%2520Law_Beijing%2520ATO_China%2520-%2520Peoples%2520Republic%2520of_10-04-2019&data=02%7C01%7C%7C65f7a15191094a51eb4408d7d5a8a3c9%7Ced5b36e701ee4ebc867ee03cfa0d4697%7C0%7C0%7C637212792584216094&sdata=uqylTEw7aMf+WBb9tUJ+w53nA3NgyRNkbN6EvptMJgE=&reserved=0
https://gcc02.safelinks.protection.outlook.com/?url=https://apps.fas.usda.gov/newgainapi/api/Report/DownloadReportByFileName?fileName=China%25E2%2580%2599s%2520Foreign%2520NGO%2520Law_Beijing%2520ATO_China%2520-%2520Peoples%2520Republic%2520of_10-04-2019&data=02%7C01%7C%7C65f7a15191094a51eb4408d7d5a8a3c9%7Ced5b36e701ee4ebc867ee03cfa0d4697%7C0%7C0%7C637212792584216094&sdata=uqylTEw7aMf+WBb9tUJ+w53nA3NgyRNkbN6EvptMJgE=&reserved=0
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Attachments:

No Attachments.



