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Introduction

Welcome to the U.S. Soybean Export Council’s 2025 Asia Soy Foods Report, a
comprehensive report covering current market factors influencing the soy foods
industry in key countries across Asia. This in-depth exploration of soybean
production and demand, soy foods consumption and trends, sustainability, policy
and labeling provides a holistic understanding of each market.

In Asia and the rest of the world,
consumer demand for plant-based
proteins is increasing. This trend impacts
traditional soy foods and influences the
inclusion of soy as an ingredient in many
new foods, including meat alternatives.

U.S. Soy is well positioned to meet the
growing demand of Asian consumers

and food producers seeking sustainable,
reliable solutions to their soy foods needs.

The 2025 Asia Soy Foods Report was
produced by U.S. Soybean Export

Council staff and leading market experts
to provide current, relevant market
context and analysis required by U.S.

Soy exporters and importers, food
manufacturers, supply chain members and
other stakeholders across Asia’s soy foods
industry. I'm confident you will find it to
be an informative and insightful tool in
understanding this valuable market.

0> e

Jim Sutter
Chief Executive Officer
U.S. Soybean Export Council
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W2 Soybean Production and
% Food Soybean Demand

CHINA'S SOYBEAN PRODUCTION HISTORY

China has a history of planting soybean for more than 5,000 years. Written records of
soybean production go back more than 2,000 years. The ancient book Zhou Li records the
social politics, economy, culture and protocol of rites of the Pre-Qin Period, before 221 B.C. It
contains the saying of “five grains,” which includes soybeans. The earliest collection of poems
from China’s history, The Book of Songs, contains writings from between the West Zhou
Dynasty and the Spring and Autumn Annals, which is roughly 11 to 6 centuries B.C. It says,
“There are beans in the central plains, which the common people gather.”

In the centuries from the Pre-Qin Period to
1996, China was self-supporting in soybean
production or a net exporter. But after that
year, China became a net importer, and over
time bought more and more soybeans. In 2004,
the country experienced an incident called the
Soybean Crisis. In 2018, when China and the
United States had trade conflicts, soybeans were
in the eye of storm. During the three years of the
COVID-19 pandemic, soybean prices in China
experienced big rises and falls.

Now, China is the world’s second largest
economy, the largest non-GMO soybean
producer, and the largest importer of GMO
soybeans. The country is publicizing various
policies under its Soybean Revitalization Plan,
and at the same time, China is developing
and planting GMO soybeans with domestic
intellectual property.

To the average person, the soybean may seem
simple, with its oval kernel. However, to an
industry insider, the wrinkles on the seed coat
may seem to contain many marks of powerful
currents and changes of time.
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PRODUCTION OF SOYBEANS

Supply and demand balance sheets serve as

an important basis on which supply, demand
and stocks can be analyzed and prices can be
predicted by statistic departments, customers,
traders and other industry stakeholders.

The China National Grain and Oils Information
Center, or CNGOIC, publishes a version well-
recognized by the soybean community. For
example, in its Feb 6, 2023, report the sheet said
China’s total soybean production for crop year
2022 /23 was 20.285 million metric tons (745
million bushels), and that of crop year 2021/22
was 16.395 million MT (602 million bushels).
Corresponding to this figure, another official
Chinese publication said that total soybean
total in 2021 was 32.8 billion jin, or 16.4 million
MT, which is consistent with the CNGOIC
figure. Though USDA reports on soybean export
volumes to China differ from CNGOIC reports on
soybean imports by China, and though soybean
industry participants may make their own
estimations about China’s soybean production,
this analysis will use the CNGOIC data as the
basis for discussion.

HEILONGJIANG (NORTHEAST CHINA)

Throughout China, only six or seven provinces
do not plant soybeans, while the other provinces
plant different varieties and harvest at different
times of the year. Considering that it is a

big country with significant production, this
overview will take just a brief look at areas

of major influence, like viewing flowers on
horseback.

Heilongjiang Province and Inner Mongolia
Autonomous Region top the list for soybean
production. For instance, Heilongjiang Province
planted 49.5% of the country’s total soybean
acreage. Heilongjiang Province has been

the country’s largest agricultural province,
producing large volume of grains, thanks to two
reasons. One is that it has a large area of black
soil. The other is the popularity of mechanized
cultivation. Altogether, the world contains
three major areas of black soil, and China’s is in
Heilongjiang Province.

Heilongjiang Province is China’s border province
to the most northeast. Historically, it had a very
thin native population and provincial agriculture.
Between 1947 and 1976, China mobilized almost

1 million people to immigrate to that province

to station troops there for both guarding and
cultivating. During those three decades, the

last, 1966 to 1976, was the most intensive as
Heilongjiang Production and Construction
Corps of The Army was established. That led to
the building of more than 100 large farms and
ranches. This historical origin of Heilongjiang
Province has made it far more advanced in
mechanized cultivating than other in-land
provinces.

SOYBEAN PRODUCTION CHINA | 7



ASIA SOY FOODS REPORT

Under this context, soybean growers in
Heilongjiang Province fall into state-owned
farms, growers on rent and self-owned land
growers. Thus, land rent plays a major role in
soybean production cost. In 2022, the full cost for
planting 1 hectare (nearly 2.5 acres) of soybeans
was around CNY 15,750, or $2,360. Of that, land
rent was CNY 12,000, or $1,800, more than
three-fourths of the total cost. When discussing
planting intentions or selling pressures, land rent
can never get too much attention as the critical
factor.

Another important factor in soybean production
costs is subsidies. Year after year, Heilongjiang
Provincial Department of Finance makes
standards for grower subsidies to adjust or
incentivize planting of soybean or other crops.

For example, in 2023, the full cost of planting 1
hectare (nearly 2.5 acres) of soybeans, including
land rent, was about CNY 17,500, or $2,460, and
the standard for grower subsidies was CNY 5,490,
or S772, per hectare. Because soybeans yield
less than corn, in recent years the Department
has been giving higher subsidies to soybean
growers than to corn growers. Besides grower
subsidies, farmers can apply for other subsidies,
like rotation subsidies and corn-soybean belt
complex planting subsidies, which are usually
lower than grower subsidies and have less
influence on planting intentions.

One other critical condition to growing soybeans
is cumulative temperature. From Ha'erbin City

in the south to the Greater Khingan Mountains
in the far north, Heilongjiang Province has six
cumulative temperature belts. After years of
research and breeding, each belt has developed
its own advantageous soybean varieties.
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In addition to the south-to-north distribution
of cumulative temperature belts, the province
also plants more soybeans in the west than the
east. Because paddy fields cover much area in
the eastern part of the province, it has become a
major rice production area. Moreover, in normal
years, soybeans planted in eastern part contain
lower protein levels than the western part. The
west part of Heilongjiang Province, represented
by the three municipal areas of Qiqiha’er, Suihua
and Heihe, is the heart of soybean planting,
originating and trading for the province.

Inner Mongolia Autonomous Region neighbors
Heilongjiang Province, so it is included in this
region. In fact, Jagdaqi, the capital city of the
Greater Khingan Mountains Area of Heilongjiang
Province, the municipal-level area containing
China’s largest forest, is located geographically
on the land of Inner Mongolia. Inner Mongolia’s
soybean planting belt is mainly in the east, near
the western part of Heilongjiang Province. That
area is represented by Arong Banner, Morin Dawa
Daur Autonomous Banner and Orogen Banner.
Banners are county-level administrative areas.
Upon harvest each fall, high-quality soybeans
from these Banners are trucked less than 200
kilometers (124 miles) to Nehe and Nenjiang
counties in Heilongjiang Province.

Some are stored in the outdoor piles of private
elevators and some in the wide, flat warehouses
or tall 1,000-MT silos of state-owned trading
companies.

When considering why soybeans from Inner
Mongolia are sold to Heilongjiang Province,

an obvious fact is that most of the country’s
domestic soybean futures (DCE SoyONE)
delivery warehouses are located in Heilongjiang
Province. For industry observers, it's hard to tell
whether that is the reason or the consequence.

Northeastern soybeans from Heilongjiang
Province and the Inner Mongolia Autonomous
Region are shipped to in-land provinces of

the country mainly by truck and rail. In the
domestic market, they are usually traded at
screened specifications or spiral-tower selected
specifications. The major difference between the
two standards is that the perfect kernel rate for
spiral-tower selected quality is a minimum 95%,
but for screened quality it is a minimum 85%.
Spiral-tower selected quality also has much less
foreign matter than screened quality.

OTHER AREAS

Besides Heilongjiang Province and Inner
Mongolia Autonomous Region, major soybean
growing areas include Anhui Province, Henan
Province and Sichuan Province. These three
provinces contribute about 16% of the country’s
total soybean production. Henan Province is
located on the North China Plain and enjoys
popular mechanized cultivation. Anhui Province
is in the hilly terrain in East China, and Sichuan
Province is in southwest China’s mountainous
area. Neither province is fit for machines.

Below that level of production, Hubei Province,
Jiangsu Province and Shandong Province

have some soybean acreage and production,
amounting to 8 to 9% of the country’s total
production. However, even if these provinces
have quality premiums in soybean varieties, their
volume is far from making any significant impact
on the whole nation’s soybean market.

For all the provinces listed above, compared
to Heilongjiang Province and Inner Mongolia
Autonomous Region, they have some or all the
following characteristics.

e Cultivated land is less leveled.

* Mechanized cultivation is not popular.

* Growers are small.

* The soybean seed industry is not developed.

* Soybean varieties are not fit for spiral-tower
selection.

In addition, Heilongjiang Province and Inner
Mongolia Autonomous Region are in the north
of country and have much lower temperatures
throughout the year, which makes preserving
soybeans much easier. Northeastern soybeans
also outperform other areas in serving a certain
regional market in the country with a steady
supply all year.

Even so, special varieties like Cuishan in Jiangsu
Province, or Zhonghuang in Hubei province

can trade at a premium as high as CNY 1,000

or S140 per MT over northeastern soybeans.
These soybeans do have regional and periodic
influence on the national market.

SOYBEAN PRODUCTION CHINA | 9
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NATIONAL SUPPLY AND DEMAND

Coming back to the supply and demand sheet, CNGOIC
lists production of domestic soybeans, volume of
imported soybeans, volume of exports and various
consumption volumes. Among these figures, the import
volume is close to 100 million MT per year, mostly GMO
soybeans from Brazil, the United States, Argentina

and Uruguay, as well as a small volume of non-GMO
soybeans mainly imported from Russia, Ukraine, Benin
and Ethiopia.

Thanks to the change of HS codes, the import

volume of non-GMO soybean is now separated from
the volume of GMO soybeans, according to China’s
customs administration. However, this separation is not
shown on CNGOIC sheet yet. For example in calendar
year 2023, China imported 97.71 million MT of GMO
soybeans, including 69.95 million MT from Brazil, 24.17
million MT from the United States, 1.99 million MT
from Argentina and 1.41 million MT from Canada. In

the same year, China imported 1.70 million MT of non-
GMO soybeans, mainly from Russia, which supplied 1.29
million MT.

In the consumption figures, all volumes used by
seeding, foods use, industrial use and crushing are
listed. Crush consumption could be considered feed
use, because only a minimal portion of soybean meal is
for foods use, which comes from domestic soybeans.

Industrial consumption includes soy protein plants.
This industry has about 10 factories and almost all of
them are located in Shandong Province. They use about
2.7 million MT of soybeans each year and produce about
900 thousand MT of soy protein. As about half of the
finished soy protein is exported, this industry adopts
very high requirements for non-GMO purity. Most
factories take 20 to 30 samplings from each truck when
receiving raw material, which are subsequently mixed
and tested for quality parameters and non-GMO purity.
Some northeastern soybeans or Russian soybeans were
suspected of GMO contamination because of high
content of glyphosate residue. However, there are no
GMO varieties in northeastern soybeans or in Russian
soybeans that can be circulated into China’s market.
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Major players in crush consumption are
large-scale oil plants, which are usually built
near seaports. They extract soybean oil from
imported GMO soybeans by chemical means.
Some oil plants process non-GMO soybeans
only and produce soybean meal for foods use,
like soy protein or soy sauce production. Besides
these, small workshops in Heilongjiang Province,
called primitive crushers, crush local soybeans
by physical means and produce strong-aroma
soybean oil. This oil has a high content of
admixtures due to absence of refining, and thus
is consumed mainly within the province.

INCENTIVE POLICIES

The Chinese Ministry of Agriculture and Rural
Affairs started the Soybean Revitalization Plan

in 2019, targeted at improving the country’s
soybean planting level in terms of acreage, yield,
quality and sustainability.

The Plan develops incentives year by year,
playing the role of guide by means of policy
making. It also sets standards for various
subsidies, including grower subsidies, the
rotation subsidies and corn-soybean belt
complex planting subsidies, as mentioned
previously.

Besides these, China also runs a national reserve
program and provincial reserve programs,
working through SinoGrain for the former and
provincial agents for the latter. These programs
buy at harvest and sell at shortages between
harvests, so as to stabilize market price.

There are no public figures about volume or
stock of the national reserve program, but

the purchase volume and buying price of the
national reserve program clearly serves as the
weathervane for other players in the market. For
instance, spring 2023 witnessed weak demand,
gloomy sentiment and lower protein content
than the previous year. Growers and traders lost
money at low selling prices. Then, SinoGrain
opened up many warehouses for soybean
purchases, which eventually stabilized prices
and protected the interests of soybean growers.

Taking a glimpse at the supply and demand
sheet figures of recent years, China harvested
two bumper crops of soybean in the fall of 2022
and 2023. Significant improvements were made
in soybean acreage, yield and total production.
Unfortunately, there were big losses in 2021 for
weather reasons.

TRENDS IN DOMESTIC GROWING

Growing soybeans domestically follows two
obvious trends.

One trend is that policy is playing a more and
more important role in planting intentions.
Since 2022, the consumption of soybeans has
declined, both in foods use like tofu and in
industrial consumption like soy protein. On one
hand, as land rent is increasing year by year,
farmer profitability is relying more and more on
the grower subsidy. On the other hand, limited
by the weak market demand, the eventual
realization of profit is relying more and more on
the national and provincial reserve programs.

The second trend is that growing non-GMO
soybean and GMO soybean needs to be
differentiated. China has been running pilot
areas for GMO soybean commercial planting
since 2021. Before then, the entire country was
planting non-GMO soybeans. Through the end
of 2023, China allowed planting GMO corn and
GMO soybeans in 20 counties of five provinces,
Hebei, Inner Mongolia, Jilin, Sichuan and
Yunnan, as industrialization pilot areas.

As GMO soybean planting spreads, it has
become a serious challenge to segregate GMO
soybeans from non-GMO soybeans, and to
protect the soy protein industry, which has
strict requirements of non-GMO purity. The
purpose of planting China’s own GMO soybeans
simply to improve yield, while and improving
protein or oil content at the same time.

Within China, the resulting issues deserve

deep thoughts. The industry needs to avoid
contaminating traditional non-GMO soybean
planting areas with high-protein GMO soybeans.
At the same time, the industry is contemplating
how to replace imported soybeans with high-

oil GMO soybeans, and to what extent can the
replacement happen.
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CHANGING GMO AND NON-GMO
REGULATIONS

Inspection of imported non-GMO soybeans in
China has been very strict. Customs has adopted
a zero-tolerance principle in GMO testing,
which is not friendly to the quantitative non-
GMO soybean principle that has been widely
recognized by the international community.
That causes concerns for detected GMO
contamination, when return or even destruction
of cargo is mandated.

Before China planted GMO soybeans with

its own intellectual property, imported GMO
soybeans had been put under very strict
supervision. Per China’s Regulations on
Administration of Agricultural Genetically
Modified Organisms Safety, importers of GMO
soybeans had to specify the terminal processing
plant for the soybeans, provide a series of
measurements and a system involving safety
and management, and apply for a GMO import
permit together with seller /exporter from

the Chinese Ministry of Agriculture and Rural
Affairs. After the permits and license are ready
and customs clearance is complete for the
cargo, the imported soybeans must be delivered
to the terminal processing plant in accordance
with strict logistics controls.

After all these formalities, the control
measurement continues. The terminal
processing plant has to follow relevant
management systems in terms of processing
products from imported soybeans, disposing of
the leftovers, labeling the finished products and
so on. Theoretically, it can be concluded that
the circulation of imported soybeans has been
restricted within a comparatively strict and safe
range.

As planting of China’s GMO soybeans spreads
through the country, it has become a new
challenge to tell GMO agricultural products or
finished products from non-GMO agricultural
products by means of labeling. On October 18,
2023, the Chinese Ministry of Agriculture and
Rural Affairs openly sought advice on revising
Managing Methods for Labeling Agricultural
Genetically Modified Organisms.
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The most significant change was that for corn,
soybean and canola grains or products, GMOs
should be labeled when GMO content in any
single crop is over 3%. The period for openly
seeking advice ended November 17, 2023.

Revisions to the Methods may follow. Should that
happen, there would be no need to mark GMO
on product labels if GMO content is less than

3% for any single crop. If the revised Methods
come into force, it would shake the zero-
tolerance principle in testing GMOs. And then,

it will be worth close attention to see China’s
customs administration will make corresponding
adjustments in testing the purity of imported
non-GMO soybeans.

SOYBEAN CONSUMPTION

According to the latest supply and demand
sheet, China consumed 117 million MT tons of
soybeans in 2023 /24, including 95 million MT
of imported GMO soybeans, 1.5 million MT of
imported non-GMO soybeans and a domestic
crop of 20.84 million MT. Customs statistics
report that 1.7 million MT of non-GMO soybeans
were imported during calendar year 2023, so

1.5 million MT estimates imports for crop year
2023/24.

Theoretically all 95 million MT of imported
GMO soybean is for feed use. That means the
soybeans are crushed for soybean oil, and
soybean meal is a byproduct for feedstuff use.
The soybeans can also be used to produce full-
fat soybeans, which are also raw materials for
feed use. Or, the soybeans can be directly used
in feedstuff production. But actually, a certain
volume of imported GMO soybeans was sold into
the foods sector, which is discussed in detail in
another section.

The 20.84 million MT of domestic crop is
regarded as 100% non-GMO, plus the 1.5 million
tons of imported non-GMO soybean, bringing
the annual total consumption of non-GMO
soybean to 22.34 million MT. However, carry-in
and carry-out is different from year to year, and
the National Reserve Program and Local Reserve
Programs will buy or sell in terms of auction to
tune the market.

Among all subdivisions of non-GMO soybean
consumption, crush consumption makes up
about 8% of total volume, foods use accounts
for 53% and soy protein, which is shown as
industrial consumption on the supply and
demand sheet, occupies 13%. Other uses include
seed use, export, residue, etc.

CRUSH

In theory, China has a total crush capacity of
1.8 million MT per year for non-GMO soybeans,
which fall into three major categories.

The first category is big crushing plants like
Wilmar, CJS and Shandong Yuwang Group. They
produce non-GMO soybean oil and byproducts
like soy-sauce meal or low-temperature meal.
Typically low-temperature soybean meal is for
foods use and high-temperature meal is used
for feed. This group represents a total crushing
capacity of 1.1 million MT per year, among which
700,000 to 800,000 MT is soy-sauce meal.

These big crushers usually have their own retail
brands for soybean oil, enabling them to gain
considerable premiums in the sale of soybean
oil.

On top of that, non-GMO soybean oil can collect
some tax compared to soybean oil produced
from GMO soybeans, and this makes additional
profit for the crushers.

Soy-sauce meal used to be the major raw
material for soy sauce producers. However, as
consumers get more and more particular in
recent years, most producers will tell the story
that they directly brew soy sauce with soybeans.
This method is usually of higher quality and
more delicious compared to producing from
soy-sauce meal. These producers are reluctant
to admit that they produce soy sauce from meal.
So, in recent years the demand for soy-sauce
meal has been shrinking.

The second large category is pressed soybean
cake producers. They are mainly located

in Dalian and Qingdao, close to the major
soybean growing area in northeast China. The
location also makes it convenient to load their
products onto maritime vessels. Almost all
pressed soybean cake is meant for export to
feed ruminants. Very little goes to domestic
consumption. This category represents
consumption of 200,000 MT of soybeans per
year.

The third category is primitive oil mills, which
are usually small and located in northeast China.
They don't have the equipment or technical
condition to produce soybean meal for foods
use, so their main product is crude pressed non-
GMO soybean oil, which can only be distributed
in a small area. Their byproduct is soybean meal
for feed use.

When soybeans are cheap enough, these oil mills
have a wonderful crush margin. For example, in
fall 2022 northeast China harvested a large crop
with universal deficiency in protein. However,

in normal years these mills have to use leftover
soybeans from spiral-tower selections, which
mainly include damaged soybean and splits, as

a cheap alternative so that they can make ends
meet.

This category of producers can consume
400,000 to 500,000 MT of soybeans per year
in theory, but few of them can operate through
the year. In fact, most of them can only operate
in the months of harvest, given that crush is
profitable. Among these oil mills, generally
facilities are aged due to frequently standing
idle, and the effective crushing capacity is far
less than the theory.
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SOY PROTEIN

Soy protein is a major type of plant-based
protein that is gaining share in human diet
structures due to its richness in multiple amino
acids, low fat and freedom from cholesterol. Soy
protein is widely used in meat products, plant-
based meat, snack foods and vegetable protein
drinks. China consumes about half of the world’s
soy protein.

China’s soy protein industry started in the 1980s,
and until 1990 China was a net importer of soy
protein due to its limited technology. Especially
in regard to soybean protein isolates, China was
completely dependent on imports. From 1997

to 1999, China built many plants to produce soy
protein isolates. In 2000, China became self-
sustained on soy protein isolate production and
started to export to other countries.

Now, after more than two decades of
development, China has formed a very
intensified soy protein industry. Less than

ten major plants in the country possess more
than 90% of the industry’s capacity. These soy
protein plants are located mostly in Shandong
Province and Heilongjiang Province, especially
centralized in Shandong Province. The whole
industry has a theoretical processing capacity
of 3 million MT of soybeans per year, producing
about 1 million MT of soy protein isolate, soy
protein concentrate and textured soy protein
in total. Half of these finished products get
exported to the U.S., the European Union, South
America and Southeast Asia.

In cases where the soy protein products are
meant for export, the bar would be lifted for
non-GMO purity. If the products are meant for
domestic use, certain flexibility could be given.
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In terms of raw material procurement, some soy
protein plants will stay with domestic soybeans
only, mainly from northeast China, or Shandong
Province and Henan Province. Soybeans from
northeast China deliver large volumes and stable
supply, while soybeans from Shandong Province
and Henan Province can only be supplied in

the period around harvest. Some other soy
protein plants will purchase imported non-
GMO soybeans from countries like Russia and
Ethiopia.

However, rarely does a soy protein plant buy
quantitative non-GMO soybeans from origins
like the United States, Canada and Ukraine.

SOY FOODS: FERMENTED AND
UNFERMENTED

Soy foods are the largest use for non-GMO
soybeans in China. They consume more than half
of the country’s non-GMO soybeans, creating
rich and diverse products.

Soybeans play an important role in Chinese
diets. Green soybeans pod-boiled in salted
water are served in random barbecue stalls at
night markets in the summer. Tofu is common
in almost all provinces. Stewed bean milk skin
on sticks is available from cooked food stalls in
the country’s southwest Chengdu city. And “Lao
Ganma” hot and flavored fermented soybeans
can be found in many foreign supermarkets.

Soy foods fall into two general categories:
fermented and unfermented. Fermented
soybean foods include common products like
fermented bean curd, fermented soybean, natto,
soybean paste and more. The non-mainstream
fermented soy foods include hairy tofu, or
fermented tofu with a layer of moldy hair on the
top and stinky dried bean curd, which is usually
very local and not appreciated nationwide.

Unfermented soy foods include tofu, soy milk,
rolls of dried bean-milk cream, dried bean curd,
thin sheets of dried bean curd, jellied bean curd
and condensed bean curd jelly.

As there are many kinds of soy food products
and people in different areas have their own
preferences and expertise due to taste and
dietary habits, hardly any universal production
processes exist in the industry.

For instance, many kinds of tofu are available

on the market, like southern tofu made out of
gypsum, northern tofu made out of bittern, and
silken tofu made out of gluconic acid lactone
with less calcium ion and higher water content.
When examining reasons Lao Ganma hot and
flavored fermented soybeans attract so many
loyal consumers at home and abroad, it is easy to
preserve, and its hot flavor is preferred by young
people. The product has made an extraordinary
effort to appeal to such a diversified market.

As unfermented soy foods can be preserved for
a short period, they can only be distributed over
short distances. Thus, consumption experiences
an obvious low season in summer, when plenty
of vegetables are available. Then, demand is high
in winter, when vegetables are expensive, and
people are more inclined to have hot pot.

It is remarkable that GMO soybeans have been
encroaching into the soy foods market. As GMO
soybeans comprise a huge volume of imports
and cost less, traces of “Gulf soybeans” can

now be seen in soy foods plants in almost all
provinces in the country, except for Heilongjiang
Province and Tibet. Especially, small food
workshops, who are under less supervision, are
happy to purchase GMO soybeans and have
developed the habit of feeding GMO soybeans
to their facilities. For almost all kinds of soy
foods products, GMO soybeans have made
successful substitutions of non-GMO soybeans.
The exception is the production of rolls of dried
bean-milk cream, which stays with non-GMO
soybeans due to technical barriers.
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MAJOR ORIGIN COUNTRIES FOR
IMPORTED NON-GMO SOYBEANS

China became a net importer of soybean in 1996.
In 2001, the country published and enforced
Regulations on the Safety Management of
Agricultural Genetically Modified Organisms.
During the period in between, GMO soybeans
were not separated from non-GMO soybeans.

In 2022, China’s customs authority assigned

a separate HS code for non-GMO soybeans,
and since then in the official customs statistics
reports, imported non-GMO soybeans can be
clearly told from GMO soybeans.

Since 2021, the country imported over 1 million
metric tons of non-GMO soybeans per year. In
2023, the volume was 1.7 million MT.

Per the phytosanitary protocols that China

has signed on soybeans with other countries,
and per customs statistics, possible origins of
imported non-GMO soybeans include Benin,
Canada, Ethiopia, Kazakhstan, Russia, Tanzania,
Ukraine, the U.S. and possibly Argentina, Brazil
and Uruguay.

All these origins can be divided into “qualitative”
origins, including Benin, Ethiopia, Kazakhstan,
Russia and Tanzania. In these countries, GMO
soybeans are not planted, so the harvest

is theoretically pure non-GMO soybeans.
“Quantitative” origins, including Canada, Ukraine
and the U.S,, are countries planting both GMO
soybeans and non-GMO soybeans, and thus a
purity threshold is set for non-GMO soybeans.
Above the threshold, soybeans are considered
non-GMO, and below they are GMOs. As for

the standard of quantitative non-GMO soybean
recognition, the EU sets it at 99.9%, Japan
usually at 98% and South Korea at 97%.
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THE U.S. AND CANADA

The U.S. is one of the places that GMO soybeans
originated, and it was the largest origin country
of China’s imported soybeans. In the U.S., non-
GMO soybean production is about 7 million MT
per year, mostly for export plus a small volume
for domestic consumption.

Of all the destination countries of non-GMO
soybeans exported from the U.S., China is a
small market in terms volume. There are three
reasons for this. One is that China has been
importing large volumes of GMO soybeans

from the U.S. year after year, and many Chinese
people equate U.S. soybeans to GMO soybeans.
Secondly, many U.S. non-GMO soybean varieties
have a black hilum, and Chinese buyers hold the
misunderstanding that black-hilum soybeans are
GMOs. These black-hilum non-GMO soybeans
cannot sell at the normal premium over GMO
soybeans. Lastly, China’s non-GMO soybean
volume started to increase rapidly in 2017, but
China and the U.S. had trade conflicts in 2018,
which hindered the import of U.S. non-GMO
soybeans in China.

As USSEC continues to introduce U.S. non-GMO
soybeans, some Chinese traders and end users
have dispelled the prejudice and started trial use
of some high-protein varieties of U.S. non-GMO
soybeans. Some positive cases were seen in 2021
and 2022.

However, the world soybean supply has been
tight since marketing year 2022 /23 and the
Chicago Board of Trade, or CBOT, price has
been high, pushing the cost of U.S. non-GMO
soybeans even higher. At the same time, China
initiated its Soybean Revitalization Plan in 2019
and harvested two bumper crops in the falls of
2022 and 2023 consecutively.

This restrained the price of domestic soybeans
and dimmed the outlook for U.S. non-GMO
soybean exports to China.

Similar to the U.S., Canada produces about

1 million MT of non-GMO soybean per year,
mostly for export to the EU, Japan and Korea,
with minimal volume to China. It is worth
mentioning that Canadian non-GMO soybeans
are more popular in China than those of U.S.
origin. For many Chinese non-GMO soybean
buyers who have made an early start in the
industry, Canadian non-GMO soybeans have
become the definition of high quality and high
price. Part of the reason is that most Canadian
non-GMO soybeans are white-hilum varieties,
hitting the appearance preference of Chinese
users.

Imported non-GMO soybeans of both U.S.

and Canadian origins are mostly distributed to
soy foods customers in China. Subject to the
quantitative definition, these soybeans are rarely
purchased by soy protein plants.

UKRAINE

Ukraine seems to be a unique case, in which
there is no segregation of GMO soybeans from
non-GMO soybeans. The selection of soybean
seed is rather casual, as many farms grow mixed
varieties and reserve soybean seeds from the
previous crop.

The country produces 3 to 4 million MT of
soybean per year. In theory, no GMO soybean
varieties are planted in Ukraine, and harvested
crops must go through testing to determine if
the soybeans are GMO or non-GMO. Per third-
party research, about half of Ukraine’s soybeans
can meet the purity requirement of 99.9%.

Some Ukrainian soybeans will be crushed in the
oil plants around the Black Sea region, some
shipped to the EU and some delivered to Belarus
on the land border.

Ukraine started exporting soybeans to China

in 2013. Through 2018, Chinese buyers found
various problems, including deficient non-GMO
purity, mold during transit, and high content

of broken and damage kernels. In 2018, China
imported only 4,000 MT of soybeans from
Ukraine.

The situation started to improve in 2019,
especially when China’s demand expanded

in 2020 during the COVID-19 pandemic, and

the domestic crop had a poor harvest in 2021.
Ukraine exported 40,000 to 60,000 MT per year
to China during those years.

After breakout of the Russia-Ukraine conflict,
the Belarus market was gone, which pressurized
sales of Ukrainian soybean. In the other
direction, container shipments on the Black

Sea were blocked. As non-GMO soybean
exports were fully dependent on container
shipment, exporters have to ship the cargo

to a third country via railway before loading

it onto oceanic container liners. This creates
more challenges in freight rate, transit time and
quality control.

Imported non-GMO soybeans from Ukraine
were used by soy foods customers in China,
often mixed with local varieties from Henan
Province due to similar appearance. Basically,
soy protein plants do not consider purchasing
Ukrainian non-GMO soybeans.
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RUSSIA AND KAZAKHSTAN

Kazakhstan produces less than 200,000 MT of
soybeans per year. Major soybean growing areas
are concentrated around the country’s southern
state of Almaty. In 2023, Kazakhstan exported
8,500 MT of soybeans to China. Kazakhstani
soybeans are generally of modest protein content
and mainly supplied to domestic crushers and
oil plants in Uzbekistan. Since 2019, the country
started to implement its Northern Soybean
Plan, targeting to increase soybean acreage

to 1.5 million hectares by 2024. Thus, soybean
production could be increased to 3 million MT
per year.

This plan is obviously behind schedule, but its
potential deserves attention. After all, Russia
exported several hundreds of thousand tons to
China when the two countries signed soybean
phytosanitary protocol in 2016. In only seven
years, Russia has become the largest origin

country for China’s imported non-GMO soybeans.

In 2016, when Russia and China signed the
protocol, Russia’s export of non-GMO soybeans
was limited to certain regions or states. In July
2019, all of Russia was permitted to export
soybeans to China. In 2020, Russia started to
introduce China’s quality soybean seeds. In 2023,
Russia exported 1.29 million MT of non-GMO
soybeans to China, accounting for 76% of China’s
non-GMO imports.

Russia’s soybean acreage is concentrated in the
far east, where farms are often rented and run by
Chinese. After a decade of development, Russian
soybean exports to China have formed distinctive
characteristics.

First, shipment distance is short. It's only about
100 to 200 km (about 60 to 125 miles) from the far
east production area to the land ports of Suifenhe
or Doning in China, over which cross-border
trucks can easily ship soybeans. Containers and
small bulk vessels departing Vladivostok can
reach Tianjin in 8 to 10 days, so fast that shipping
documents by courier service can hardly get to
consignees before cargo arrival.
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RUSSIA: Soybean Production
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For importers, the short distance means a huge
advantage in lowering the position risk when
cargo is in transition.

Second, the lot size is handy. The land port of
Suifenhe can receive 25-MT truck loads. Heihe
Port can receive 23-MT containers. Tianjin Port
can berth 3,000-MT to 5,000-MT bulk vessels.
And, east China’s Nantong Port had the record of
receiving 14,900 MT of Russian soybean vessels.

Third, trading means are flexible. In addition to
ordinary trading, there are other flexible trading
means available at the land ports, including
small-amount border trade and border civilian
trade.

Lastly, Russian soybean varieties match the
Chinese demand. As mentioned above, some
Russian farms are planting soybean seeds
imported from China’s Heilongjiang Province.
In addition, most soybean varieties are of
white hilum, accommodating the preference of
Chinese buyers.

Imported Russian soybeans are widely used by
soy foods customers and soy protein plants.

In some cases, low-protein Russian soybeans
were distributed to Chinese oil plants. However,
imported Russian soybeans occasionally fail
GMO tests when delivered to soy protein plants.
The guess is that excessive chemical glyphosate
residue content deceives the strip test.

Of all origin countries of China’s imported non-
GMO soybeans, Russia, as a strategic partner,
has made its position increasingly important.

BENIN, ETHIOPIA AND TANZANIA

China has accepted non-GMO soybean imports
from three African countries. In 2019, China
signed soybean phytosanitary protocol with
Benin. In 2020, China signed phytosanitary
protocol with Tanzania. In addition, China
previously signed with Ethiopia.

Each of these three countries produces at least
100,000 to 200,000 MT of soybeans per year.
Benin has expanded its production to 250,000 to
300,000 MT per year. In 2021, driven by export
margins, Benin sold 230,000 MT of soybeans to
China, which was even bigger than its domestic
crop of 220,000 MT.

Soybean varieties from these three countries are
similar. Most of them have light brown hilum,
mixed with some minor black hilum.

Trades for African soybean exports to China are
less reliable, and shipping document circulation
is slow, which impaired the popularity of African
soybeans in China. The bright side is that quality
control in origination is acceptable, and all of
them are qualitative non-GMO soybeans, making
them popular among Chinese soy protein plants.

BRAZIL, ARGENTINA AND URUGUAY

South America is the world’s largest growing
area of GMO soybeans. China buys more than 70
million MT of soybeans from Brazil, Argentina
and Uruguay.

At the same time, these three countries reserved
some acreage for conventional soybeans, which
are non-GMO soybeans. Brazil has a non-GMO
acreage of about 2% of its total soybean planting
area. To estimate from Brazilian soybean total
production, non-GMO soybean production is
around 3 million MT per year. In regard to actual
export records to China, both Ningbo Port and
Nantong Port used to receive Brazilian non-
GMO soybeans.

Argentina and Uruguay have a certain acreage
for non-GMO soybean, as well. But their
growing areas and production are not disclosed
in detail. The author is unaware of any actual
arrival in China.

The logistics situation in South America is
different from the U.S. and Canada. There is no
mature system of railways and trans-loaders, so
that non-GMO soybeans could be segregated
from the huge volume of GMO soybeans. Thus,
deficiency in non-GMO purity has become a
general issue and led to risk in clearance into
China.

In addition, the on-site quality control when
filling containers is not strict in these countries,
and the long voyage to China crosses the
equator, increasing the risk of mold and heat
damage.

The volume from these origins to China is
minimal and has made little significance to
China’s import of non-GMO soybeans.

In the future, China’s non-GMO soybean import
demand will depend significantly on how to
segregate its domestic GMO soybean crop from
the conventional non-GMO crop. Another major
factor will be if the zero-tolerance recognition
method continues to be adopted for non-GMO
purity.
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CONSUMPTION TRENDS

e Developing Supply Trends
()

China consumes a huge volume of soybeans that go to three major sectors: crush, soy protein
and soy foods. The crush sector consumes mainly imported GMO soybeans and the volume is
around 95 million MT per year. Non-GMO soybean volume going into crush is only about 1.8

million MT.

The finished products from crushing imported
GMO soybeans include soybean oil and soybean
meal, of which the latter is the essential
motivation. Soybean oil as a standard industrial
product can be bought from various origin
countries, while soybean meal is subject to
phytosanitary protocol, which China has

only signed with Brazil, Argentina, Uruguay
and Russia. Taking into account the multiple
technical complications in soybean meal
importation, China imports a minimal volume
of meal. Soybean meal from crushing imported
GMO soybeans is mainly used as feedstuff for
animals, poultry and aquatic products, which in

turn provides meat, eggs and milk to the market.

The major drive for meat, eggs and milk
consumption is economic development and
improvement of people’s standard of living.
Ancient China used to live on a comparatively
vegetarian diet, consisting of more grains than
meat, eggs and milk. Since the opening and
reforms of the 1980s, China has made giant
strides in economic development, and dietary
patterns also shifted remarkably. Statistics
show that compared to 1980, China’s meats
production in 2021 increased by 700%, poultry
eggs by 300% and milk by 3,200%. These
increases without doubt are the consequences
of the expanding scale of feeding and
slaughtering. So, it’s no surprise that China
started net-importing soybeans in 1996 and that
in 2020 the import volume hit 100 million MT.
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Currently, the demand for soybean meal

is experiencing some significant changes.
First, China’s GDP growth rate has slowed
down from 7-era to 5-era. Secondly, China’s
population is aging, and the natural population
growth rate became negative in 2022. Thirdly,
the urbanization process tends to saturate,
growth of migrant workers is slowing down,
and the realty market remains slow. Fourthly,
consumption prices deflated and people’s
consumption degraded after the COVID-19
pandemic period. And last, more substitutes
for soybean meal have become available in
the feedstuff formula, and the overall blend
percentage of soybean meal in feedstuff is
dropping.

In addition to the fact that China has been
encouraging domestic growing of soybeans in
the past several years and diversifying origin
countries of imported soybeans, there is reason
to believe that China’s demand for imported
soybeans will peak soon or may even have
peaked already and will begin to fall back.

Another important consumption sector is

the soy protein industry, which represents a
processing capacity of 3 million MT of soybeans
per year and supplies about 1.2 million MT of
finished products. China’s soy protein industry
mainly uses domestic non-GMO soybeans,
though some factories accept imported non-
GMO soybeans. About half the volume of
finished products will be exported, and the
balance is for domestic consumption.

Export volume of soy protein reached its peak
at the end of 2021 and started to fall in the
beginning of 2022. Domestic consumption

of soy protein also faces challenges. In the
three-year COVID-19 pandemic period, China’s
online business model made huge progress,

and takeaway foods and prefabricated dishes
prevailed and squeezed the demand for instant
foods and snack foods, which casts a shadow on
the domestic consumption of soy protein.

Since the second half of 2022, the processing
margin of soy protein factories has been
staggering and did not witness any sign of
improvement until the end of 2023.

China’s domestic GMO crop is expanding,

and the country is facing challenges in how

to segregate domestic GMO soybeans from
traditional soybeans. Thus, it becomes tougher
than ever to secure the supply of raw material
for soy protein facilities. On the other hand, if
GMO soybeans are permitted to enter the foods
sector, soy protein facilities will have to divide
production lines into non-GMO soy protein
for export and GMO soy-protein for domestic
consumption. In either case, any significant
growth in soy protein production can’t be
expected.

As for soy foods, the sector has been consuming
a stable growth in volume of soybeans in the
past decade, which is in line with the strong
demand for meat, eggs and milk.

As economic growth slows down and
consumption tightens, demand for soy foods
has a more optimistic prospect because it is an
economical, nutritious source of protein. In the
future, if GMO soybeans are allowed to be used
in the foods sector, the cost of raw materials
for soy foods will reduce significantly. Soy foods
would become more competitive against meat,
eggs and milk, and thus have better chances for
improvement of consumption.

In summary, soybean crush tends to get
saturated, prospects for the soy protein industry
are not bright, but the soy foods sector is more
stable and optimistic.
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SOYBEAN GROWING TRENDS: OIL OR
PROTEIN? NON-GMO OR GMO?

China’s domestic soybean production
experienced twists and turns in terms of
choosing high-oil varieties or high-protein
varieties. Compared to Northeast China’s
Heilongjiang and Inner Mongolia provinces,
middle China and east China, represented

by Jiangsu, Hubei and Anhui provinces, have
many excellent soybean varieties, thanks to the
delicate cultivation of land. For example, the
Cuishan variety from Jiangsu Province can easily
hit 44% protein on a dry matter basis, and its
selling price is usually 40% to 50% higher than
soybeans from the Northeast. These provinces
have less leveled cultivated land that is not
suitable for large machines, and thus their
soybean variety choices are limited, unlike in
Northeast China.

Since the year China became a net soybean
importer, the country used to encourage
growing high-oil soybeans for five or six years
due to the rapid growth of soybean oil demand.
However, no matter how quickly the domestic
crop gained in production, the pace of soybean
oil and soybean meal consumption growth was
much quicker. The volume of soybean imports
increased year over year, making importation
the only solution to meet demand.

After that period, there was a long time when
no specific variety orientation was identified

for soybean production in Northeast China. The
market repeatedly proved that high-protein
soybeans provided better value than high-oil
varieties, because imported GMO-soybeans had
higher oil content, lower prices and came in
huge supplies. In recent years, growers and seed
developers in Northeast China came to realize
that they should focus on high-protein soybean
varieties, so as to make more value in the soy
protein industry and soy foods sector. As for the
crush demand, it can just be left to imports.
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It is worth mentioning that in China’s Soybean
Revitalization Plan, soybeans were repeatedly
mentioned and treated as oilseeds, in parallel

with rapeseed and sesame seed. This does not
align with the fact that domestic soybeans are
currently an important food raw material and

protein source, rather than oilseeds.

The planting of Chinese GMO soybeans will
also play an important role in the market. As of
this writing, China planted GMO soybeans and
corn in eight provinces in 2024. The planting

of GMO grain has finished its pilot program

and has entered the large-scale demonstration
stage. The media currently is calling genetic
modification and gene editing “the jewel on the
crown of agriculture.” This view is so strongly
affirmative that readers cannot help recalling
the fierce controversy about GMOs 10 years ago.
At that time, the debate between a well-known
journalist and college professor lasted for one
year around the security, procedure and ethical
issues of GMO technology. It attracted the
attention of most Chinese people. At that time
most people had little knowledge about GMOs
and held skeptical or even negative attitudes
about it.

In the past decade, China has approved
many GMO corn and soybean varieties with
self-owned intellectual property, as guided
and regulated by its GMO-related laws and
regulations. Pilot programs of many varieties
have been finished, and commercial planting
is just around the corner. However, there are
uncertainties about whether China’s domestic
GMO soybean crop can be segregated in full
accordance with Regulations on the Safety
Management of Agricultural Genetically
Modified Organisms.

For a long time, imported GMO soybeans were
comparatively easy to control, as they are
subject to importation clearance procedure and
buyers/importers are concentrated.

Thus, the safety management of imported GMO
soybeans has been under good control.

However, the flow of cargo in domestic trade

is much more scattered and flexible, making

it much tougher to control than imported
cargo. It will make significant impact to China’s
soybean planting pattern whether domestic
GMO soybeans can be effectively controlled and
strictly segregated, so as not to contaminate the
non-GMO soybean crop.

Another thing that may draw attention is that
on October 18, 2023, the Chinese Ministry of
Agriculture and Rural Affairs openly sought
advice on revising Managing Methods for
Labeling Agricultural Genetically Modified
Organisms. The most significant change was
that, for corn, soybean and canola grains or
products, GMO should be labeled when GMO

content in any single crop is over 3%. The period

for openly seeking advice cut off on November
17, 2023. On May 18, 2024, the in-office Minister
of Agriculture and Rural Affairs, Mr. Tang
Renjian, was suspected of serious violations

of discipline and law and is currently under
disciplinary review and investigation by the
Central Commission for Discipline Inspection
and the National Supervisory Commission.

It may become doubtful if the revision of the
Methods can be pushed forward as scheduled.

All in all, the general goal is consistent to expand
domestic production and reduce dependence
on imports. The kind of route and strategy
China will take in growing domestic soybean
production will make much difference in the
progress to realize that goal.
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——~ Soy Foods Production
W and Consumption

China is the birthplace of tofu products and the world’s largest consumer of them. Soybeans, a
traditional Chinese food, have been deeply loved by Chinese people. With the improvement of
living standards and the acceleration of pace of life, people pay more attention to nutrition and
health. The nutritional ingredients in soybeans meet their demands. The proportion of tofu
foods consumption in people’s dietary consumption structure is increasing.

Non-fermented and fermented tofu products are common in China. Non-fermented tofu
products mainly include traditional tofu, soy milk, dried tofu and yuba, as well as soybean
protein, that is, new tofu products. New products include soybean protein and its puffed food,
soybean meat, etc. Fermented tofu products mainly include soy sauce, soybean paste, sufu,
tempeh, etc. Besides the new tofu products of soybean protein, the above are well-known
traditional foods in China, important to every household.

According to the survey data of tofu products
enterprises nationwide by the BPCA, the
soybean consumption in China’s food industry
in 2020 was about 14.6 million MT, an increase
of about 7.4% compared with 2019, showing an
upward trend.

Compared with 2019, the consumption of
processed soybeans in 2020 increased by 11%,
to 8.9 million MT, accounting for about 61% of
the total soybean consumption in China’s food
industry.

In the last five years, the soybean consumption
in China’s tofu food industry as a whole
showed an upward trend, while the soybean
consumption in tofu products also showed an
obvious upward trend.

24 | SOY FOODS PRODUCTION CHINA

China'’s Food Soybean
Consumption Trends

1400 /
..-""’"-__

)
2 B
[ =] { =]

500 -//

600 == =
400
200

0

value (Yuan/TMT,

—

2016 2007 2017 208 29 2020

Direct
consumption

el

. == Tofu products
consumption

=== Other food processing

Source: Annual reports of the BPCA

Although China’s tofu product manufacturing
industry has existed for thousands of years and has

a large volume, quite a number of enterprises in the
market are small and micro-enterprises with about 10
employees. These businesses are difficult to develop
into large-scale enterprises in a large batch in a short
period of time.

In 2016, the number of manufacturing enterprises
with production licenses in China’s tofu products
industry was approximately 5,000. That number was
expected to reach 10,000 by 2020. With the further
optimization of the industrial structure, the ratio

of large-scale enterprises to small and micro-sized
enterprises will change from the original 3:7 to a
more reasonable 7:3 in the future.

This indicates that the conventional tofu
products in the market will be mainly supplied
by large-scale enterprises, and the specialty
and customized small products will be jointly
supplied by small and micro-sized enterprises
and large-scale enterprises.

LARGE-SCALE ENTERPRISES IN THE
TOFU PRODUCTS INDUSTRY

According to the announcement of the

Top 50 Brand Enterprises in China’s Tofu
Products Industry in 2021 issued by the
BPCA, the current large-scale tofu food
product enterprises are mainly concentrated
in the Yangtze River Delta region where

the population is relatively dense and the
economy is relatively developed. Others are
located in the central region with a developed
agriculture industry, such as Anhui and
Hunan, as well as the Sichuan and Chongqging
areas. The development level of tofu products
production is unbalanced and gradually
decreases from southeast China to northwest
China.

Among the top 50 enterprises, 23 provide
fresh tofu products, an increase of two over
the previous year. Eight companies engage in
soy milk and soy milk powder, a decrease of
one over the previous year. The 14 enterprises
mainly offering tofu snacks remain unchanged
from the previous year.
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Six other tofu product businesses focus on
fermentation, puffing, yuba, protein, etc., also
unchanged from the previous year.

According to the nationwide statistics of

the BPCA on large-scale tofu products
enterprises in 2020, the sales volume and
soybean consumption of the top 50 large-scale
enterprises in the tofu products industry in
2020 increased compared to 2019. The soybean
consumption was 1.8 million MT, an increase of
4%. Sales reached $4.5 billion, an increase of
9.2%. The tax paid in 2020 increased by 20.5%
compared with 2019, 17.6% compared with
2018 in 2019, and 11.2% compared with 2017 in
2018. After-tax profit in 2020 increased by 9%
compared with 2019, 24.5% compared with 2018
in 2019 and 9.5% compared with 2017 in 2018.

INTRODUCTION OF KEY SECTORS
OF SOY FOODS

From the perspective of market size, the
consumption of fresh tofu products, $9.9 billion,
plant protein drinks, $5.9 billion, and snacks, $3
billion, in 2020 is relatively large.

Fresh tofu products have strong market growth
potential due to characteristics of meeting the
needs of healthy diets. From 2013 to 2020, the
amount of soybeans used by top 50 large-scale
enterprises for fresh tofu products increased
from 310,500 MT to 575,500 MT, with a compound
annual growth rate of 9.2%.

Soy protein drinks provide benefits, including low
cholesterol, low saturated fat, plant protein and
more, which are in line with the trend of healthy
consumption; therefore, the plant protein drink
industry has achieved rapid development. From
2014 to 2020, the soybean consumption of 50
large-scale enterprises for plant protein drinks
increased from 300,700 MT to 476,000 MT, with
an annual compound growth rate of 8%.
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Snacks are vegetarian foods. For example, dried
tofu and other tofu foods can be made into small
packaged instant foods with unique flavor and
suitable for leisure and tourism, thus expanding
tofu products from traditional dishes to leisure and
convenient foods. According to the data, from 2014
to 2020, the soybean consumption of the top 50
enterprises for snacks increased from 239,800 MT
to 376,200 MT, with an annual compound growth
rate of 7.8%.

Among fermented tofu foods, soy sauce is an
indispensable condiment for Chinese families.
According to the data of the China Condiment
Industrial Association (CCIA), among the top 100
condiment enterprises in China from 2016 to 2019,
the sales revenue of the soybean sauce businesses
showed an upward trend year-by-year. In 2019,
the sales revenue reached $4.3 billion, up 13.2%
from 2018, accounting for 27% of the total sales
revenue of the condiment industry. Foshan Haitian
flavoring and Food Co.Ltd. (Haitian) has a market
share of about 17%, and the top three brands

have a combined market share of 27% in China’s
soy sauce market. Haitian prospectus shows that
it purchased $66.2 million of soybeans in the

first half of 2013, and the spot price of domestic
soybeans in 2013 was $106.50 per MT.

INDUSTRY PROSPECTS

From the perspective of human health, the trend
is to increase the proportion of soybean protein
and other plant proteins in daily diets. Plant-
based food consumption likely will become a
more common choice in human diet structure.

Additionally, China’s tofu products have a
development history of more than 2,000 years,
which contain the concept of Chinese culture.
All these factors are bound to promote the
development and optimization of tofu products
industry.

In the 2020 annual report of the tofu products
industry, the BPCA put forward the future
development goal: the consumption of soybeans
for food could increase by more than 1 million
MT in the future. By the end of 2025, the
consumption of soybeans used in the catering
industry as an auxiliary or cooking material

may reach 6 million MT. The consumption

of soybeans for snacks is projected to be 3.5
million MT. The consumption of soybeans used
in soy milk categories, including flavored soy
drinks, could be 800,000 MT, based on one cup
of flavored soy drinks and one cup of milk per
person per day. The annual consumption of

soy drinks per person in China is expected to
reach 30 kg (66 pounds) and the consumption
of soybeans will reach 5 million MT. Direct
consumption, including homemade soy milk, of
soybeans should be 2 million MT, slightly less
than now. Soybean consumption for soybean
protein and food industry ingredients may reach
about 4 million MT. The average output value of
soybeans per 10,000 MT should be $250 million,
an increase from $160 million today, and the
total output value of the industry should reach
S300 billion.
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Soy Foods

New Trends in China’s

China is the source of tofu foods culture, with the longest history of soybean consumption. China’s
tofu foods are healthy, safe and nutritious, featuring numerous varieties and comprehensive
nutrition, suitable for all ages. Traditional Chinese tofu products can be divided into two categories:

non-fermented and fermented.

Non-fermented tofu products include home-cooked dishes, such as boiled beans and fried beans,
made directly from soybeans, as well as stir-fry and soup made with soybeans and supplemented

by other ingredients. Traditional tofu products also include hydrated products like tofu, semi-
dehydrated products like dried tofu and beancurd sheets, fried products like oily bean curd and
fried bean balls, marinated products such as marinated dried bean curd and spiced dried bean curd, dried

products such as yuba and more.

Fermented tofu products include tempeh, soybean paste for sweet noodle sauce or soy sauce, sufu
and others. These traditional tofu foods or products passed down from generation to generation

are deeply loved by the Chinese public. With changing times and the advancement of science and
technology, in addition to traditional edible soybean oil, more and more deep-processed tofu
products are constantly emerging in the market. Examples include flavored soy drink and soy drinks
powders; derivative products made of soybean protein, such as soybean protein powder; various solid
drinks with soybean protein; and ready-to-eat snacks with soy protein as the main ingredient.

PLANT-BASED MEAT

The consumption of meat products in various
countries has increased rapidly due to the
continuous improvement of living standards.

It is estimated that by 2030, the supply gap of
China’s meat products will reach 38 million MT,
which will seriously threaten the country’s grain
reserves and food security.

To deal with such problems, related research
on plant-based meat has attracted extensive
attention in recent years. Plant-based meat
refers to food with a similar flavor, texture
and morphology of meat products, processed
with soybean, pea and other plants as raw
materials combined with vegetable oil and
flavor substances. As a result, the plant-based
meat product series, a new application field of
soybeans, began to take root and sprout.
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Regarding consumers’ acceptance of plant-based
meat, foreign scholars and institutions have
carried out some surveys and studies. According
to the investigation by Bryant and other scholars,
consumers in the three most populous countries
in the world, namely the United States, China
and India, have very high acceptance of vegetable
meat products, even more than 90% in China and
India.

» 2

Other scholars conducted an email survey
and found that if the price is the same, about
21% of the respondents will choose plant-
based meat burgers instead of beef burgers. In
consideration of the size of the global burger
market, the development of plant-based meat
is economically feasible. At present, there are
few academic studies on Chinese consumers’
acceptance of plant-based meat products.

The summary information of investigation and
research in several major industries is shown in
the table of Plant-Based Meat Companies and
Products in Chinese Market. Chinese consumers
have a high degree of acceptance of plant-based
meat, showing a strong desire to buy and eat
these products. Despite a large gap between the
Chinese and global plant-based meat market,
players are very optimistic about its prospects
and believe the Chinese market has great
potential for development.

However, the localization of plant-based meat in
the Chinese market still faces many challenges,
mainly due to taste and price. Many people

tried the plant-based meat products of multiple
restaurant chains and brands immediately after
they were launched.

The majority of consumers reflected that the
taste of plant-based minced beef is indeed
different from that of real beef, and the former
lacks meat texture and chewiness. Therefore,
in order to promote plant-based meat in the
Chinese market, production technology and

technical transformation must improve. In terms

of price, taking Starbucks as an example, four
plant-based meat products are in the plant-
based diet category on its delivery menu page,
with prices ranging from $5.40 to $7.50.

The price of Starbucks’ plant-based meals

is the highest among all categories, about

20% higher than that of similar animal meat
products. The same is true of IKEA, where the
retail price of plant-based protein meatballs

is $6.10, 21% higher than the retail price of
classic meatballs, $5.10. Price affects the
threshold of consumption, and large-scale
production can make the price of products
more friendly. Nestle announced the completion
and commissioning of its first Asia plant-based
production line in Tianjin, China. The production
line began construction in May 2020, with a
total investment of about $112.9 million, and the
design capacity of the production line is 8,000
MT per year. And Starfield expected that by

the end of 2021, the first self-built, large-scale
production and research base will be completed
and put into production.
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The base will include nine items in three categories, covering more than 300 detailed plans for plant-
based meat products. The expansion of production capacity can reduce the price of plant-based meat
products, smooth the of upstream and downstream supply chains, and ensure food safety.

Considering the trends around environmental protection, healthy diet and the purchasing power of the
new generation of consumers, the demand for soybean-based meat is expected to increase significantly
in the future, which will help promote the transformation of production methods. Expanding the
production of plant-based meat may reduce greenhouse gas emissions compared to animal husbandry,
and environmental protection is a key concern of Chinese government in recent years. From the
perspective of ensuring people’s livelihood, plant-based meat can be used as a supplement to further
stabilize the meat supply market. Finally, plant-based meat can balance consumers’ diet and enrich
their choices.

Plant-based diets may improve the health of the human body. The development of plant-based meat
industry can coordinate balanced development between humans, society and nature.

Plant-Based Meat Companies and Products
in the Chinese Market

Enterprise Nature Enterprise Name Types of Plant-Based Meat Products
Beyond Meat Plant-based meat patties, chicken nuggets, etc.

Foreign-invested
enterprises

Plant-based meat patties, chicken nuggets, etc.,

Nestle braised pork ball in brown sauce

Jinzi Ham Plant-based beef patties, sausages

Domestic enterprises Shenzhen Starfield Plant-based meat patties, chicken breast

Jiangsu Hong Chang Foods Black pepper plant-based pork chops

Plant-Based Meats Sales Channels in China

. E-commerce platforms such as Tmall, JD.com,
Online . .

Suning and Meituan

Sales channel

KFC, Pizza Hut, McDonald’s, Starbucks, Dicos
and other chain fast food restaurants

Offline (Catering)
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PLANT-BASED YOGURT

In addition to plant-based meat, a new kind of plant-

based food, plant-based yogurt mainly made from
soybeans, is also popular in the world in recent
years. Plant-based yogurt can be made from beans,
nuts, grains or other plants, such as soybeans, peas,
almond, cashews, oats or coconut milk. Plant-based
yogurts derived from soy, peas and legume blends
have complementary advantages of low saturated
fatty acids, no cholesterol and trans fatty acids,
compared with traditional animal yogurt. Plant-
based yogurt products have been widely recognized
by consumers in foreign markets including Europe
and the United States. The relevant data of the
plant-based yogurt market shared by Euromonitor
International reflects that the global plant-based
yogurt market in 2018 was $974 million, while the
Chinese plant-based yogurt market was just getting
started. Beijing Institute of Nutritional Resources
collected and investigated 1,709 foreign plant-based
yogurt products, and made statistics on the raw
materials used, as shown in the first chart below.

And according to the product formula, the number
of products using different plants was counted, as
shown in the second chart.

Raw Materials Use in Plant-Based Yogurt
Products

= Soybeans
m Other beans
w Oats

Other grains

Nuts and sceds

Coconut milk

Others

Wi

Source: Zheng Chenxi, Xu Bin, Zhai Penggui, Nutrient Content Distribution of Foreign Plant-Based Yoghurt, Food and Nutrition in China, 2022, 28(1): 38-43

It can be seen that soybean-based yogurt
accounts for the majority. As an important food
crop, soybeans have the highest protein content
of plant-based options. The protein content of
soybean is about 40%, which is higher than other
food crops, like peas. Soybeans in foods like yogurt
can provide part of the protein required by the
human body. Double-protein yogurt contains

milk and soybean protein. Companies producing
double-protein yogurt claim it delivers a variety of
nutritional benefits.

Currently, the Chinese plant-based yogurt market
has just arisen, and the variety of products needs
to be enriched. With the improvement of the
production process, plant-based yogurt, as a new
food that conforms to the development outline of
inheriting the fine dietary tradition of mainly plant-
based foods and supplemented by animal-based
foods has huge development space and broad
market prospect.

Types of Plant-Based Yogurts

s Bean-based yogun
«  Grain-hased yogun
= Mt and seed-based yogun
*  Coconut milk-bosed yogurt

®  Yogurt with various plant materials
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Labeling Requirements
and Precautions for
Soy Foods

The import, breeding and planting of genetically modified soybeans not only fall within the scope of
crop-related laws, but also involve the legal relations of GMO and food safety. Therefore, many laws
and regulations apply to genetically modified soybeans. This report discusses the relevant provisions
of labeling management. Currently, GMO labeling management is mainly divided into four categories
worldwide: voluntary labeling, quantitative comprehensive mandatory labeling, quantitative partial
mandatory labeling and qualitative mandatory labeling based on catalog. China now adopts the latter.
The following will further discuss the management of soybean labeling in China.

LEGAL PROVISIONS AND REQUIREMENTS

PRODUCTION AND PROCESSING OF NON-GENETICALLY
MODIFIED SOY FOODS

Permit Handling

According to the Food Safety Law, the state implements a licensing system for food production and
operation. To engage in food production, sales and catering services, a license must be obtained.
However, those who sell edible agricultural products and only sell prepackaged foods do not need to
obtain this license.Those who sell only prepackaged foods report to the supervision and administration
department of food safety of the local government at or above the county level for the record.

Safety of Food Production

According to the Food Safety Law, food production and operation shall meet food safety standards.
The production of food-related products must comply with laws, regulations and national food safety
standards. The food safety management system shall be established and improved, including the
following areas: establish and implement health management system for employees; establish food
safety self-inspection system; establish food ex-factory inspection record system. Food traders have to
store food in accordance with the requirements of ensuring food safety, regularly inspect the food in
stock and promptly clean up the food that has deteriorated or exceeded the quality guarantee period.
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Management of Food Labeling

According to Administrative Provisions on Food Labeling, labeling needs to be attached to food or its
packaging, except for food that may not be labeled according to laws and administrative regulations.
The contents of food labels shall be true, accurate, easy to understand, scientific and legal. A food label
states the place of production of the food, including the manufacturer name, address and contact
information. Additionally, the place of production should be detailed to a prefecture-level city.

PRODUCTION AND PROCESSING OF TRANSGENIC SOY FOODS

Identify Agricultural Transgenic Organisms and Prohibit Changing Their Uses

According to the 2021 Work Plan on Agricultural GMOs Supervision issued by the General Office of

the Ministry of Agriculture and Rural Affairs: “Ensure that all imported agricultural GMOs are used for
raw material processing, and it is strictly prohibited to change their uses.” Therefore, in processing,
production enterprises need to check whether the agricultural products are GMOs, whether there is
an agricultural GMO safety certificate, and ensure that all imported agricultural GMOs are used for raw
material processing.

Obtain Permission and Report

Any unit or person engaged in the production and processing of agricultural GMOs must obtain
approval from the competent agricultural administrative department of the state council or province,
an autonomous region and a municipality directly under the central government. It shall obtain

the License for Processing Agricultural GMOs issued by the competent agricultural administrative
department at the provincial level where the processing is located. To be compliant, the producer

or processor has to organize production and processing in accordance with the approved varieties,
scope, safety management requirements and corresponding technical standards, as well as regularly
provide production, processing, safety management and product flow reports. At present, the relevant
illegal acts in the industry mainly focus on the processing of genetically modified food without
obtaining the agricultural GMOs processing license. According to the general office of the Ministry of
Agriculture and Rural Areas, on February 9, 2021, Qiufeng Corn Production and Marketing Cooperative
in Changtu County, Liaoning Province, was ordered to stop production and processing due to the illegal
production and processing of genetically modified corn seeds. Administrative penalties included fines
and confiscation of illegal genetically modified corn seeds.
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Safety Evaluation, Declaration and Approval

Those engaged in the research, test, production, processing, operation, import and export of
agricultural GMOs within China that need safety evaluation in accordance with the regulations on the
safety administration of agricultural GMOs shall abide by those administrative measures. Entities that
engage in the research of safety levels III and IV for agricultural GMOs and the experiment and import
of agricultural GMOs at all safety levels, as well as entities and individuals engaging in the production
and processing of agricultural GMOs within China must, report or apply to the Office for the Safety
Management of Agricultural GMOs at different stages as required.

According to the Ministry of Agriculture and Rural Areas, on February 9, 2021, when Nanjing
Agricultural University applied for the production and application safety certificate to the GMOs
safety management office, the genetically modified cotton Nannong 284 and Nannong 388 contained
unapproved genes. The Ministry of Agriculture and Rural Areas rejected the application for production
and application safety certificate according to law, and suspended the acceptance of the unit’s
application for production and application safety certificate for agricultural GMOs in 2021.

Labeling Management of Genetically Modified Soybeans

Policies and regulations on agricultural GMOs and food safety have different requirements for
genetically modified soybeans and products. Soybean seed, soybeans, soybean powder, soybean oil
and soybean meal are listed in the catalogue of the first batch of agricultural GMOs subject to labeling
management by the Ministry of Agriculture. Specific requirements include the following details.

Annotation Method

Genetically modified animals and plants,
microbial products, seeds, breeding livestock
and poultry, aquatic seedlings, pesticides,
veterinary drugs and fertilizers, as well as
additives containing genetically modified
animals and plants, microorganisms or their
product components, shall be directly marked
with “genetically modified.” Direct processed
products of genetically modified agricultural
products are marked as “genetically modified;
processed products,” “genetically modified;
finished products” or “processed raw materials
are genetically modified.” Products processed
with GMOs or containing agricultural GMOs
where the final sales products no longer
contain or cannot detect genetically modified

components, are marked either “this product

is genetically modified, processed, but this
product no longer contains genetically modified
ingredients” or labeled “genetically modified
ingredients in the processing raw materials of
this product; however, this product no longer
contains genetically modified ingredients.”

As for the design and printing of GMO logos,
when it is difficult to label the original packaging
or label, the agricultural GMOs with special

sales scope requirements and the language
requirements of the logo are all clearly
stipulated in the Regulation on Administration of
Identity of Agricultural GMOs.
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Marking Requirements

The mark of agricultural
GMOs shall be eye-catching
and designed and printed
simultaneously with the
product packaging and label.
If it is difficult to mark on the
original packaging and labels,
the method of adding GMOs
on the basis of the original
packaging and labels can be
adopted, but the additional
labels should be firm and
lasting.

Other Annotation Methods

When it is difficult to identify
agricultural GMOs with
packaging or labels, the
following methods can be used.
Agricultural GMOs in fast food
and retail industries that are
difficult to identify on each
sales product can be identified
on the product display stand or
on the price tag. When selling
agricultural GMOs without
packaging and labels, they also
can be identified by setting

up identification cards. When
agricultural GMOs packed in
transport containers are sold
directly without packaging,

the sales site can mark the
containers or set up labels for

identification. When it is difficult

to mark agricultural GMOs
without packaging and labels
with identification cards, the
seller should make a statement

in an appropriate manner. If the

imported agricultural GMOs
without packaging and labels
are difficult to be marked with
identification cards, they shall
be indicated on the inspection
application form.

Specific Requirements

According to the food safety
law and other regulations,
foods produced in China with
non-GMO soybeans as raw
materials includes labeling
requirements and regulatory
provisions for tofu products. If
it is non-GMO food, there are
no special requirements. If it
is genetically modified food, it
mainly implements the labeling
standard requirements of
prepackaged foods.

|
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EXTENSION OF PRACTICAL ISSUES
INTERPRETING LABEL REQUIREMENTS

Should edible vegetable oils produced from genetically modified
plants be labeled?

Yes, according to the announcement on strengthening the
labeling management of edible vegetable oil issued by the State
Administration of Market Supervision, the Ministry of Agriculture
and Rural Areas and the National Health Commission. Genetically
modified edible vegetable oil shall be prominently marked on
labels and instructions in accordance with regulations. If China
has not approved the import of genetically modified crops for
processing raw materials and has not approved the commercial
cultivation in China, and there is no such genetically modified
crops and processed products on the market, the labels and
instructions of edible vegetable oil shall not be marked “non-
genetically modified.”

Should other prepackaged foods produced with edible vegetable
oil produced from genetically modified plants be marked?

The responses of local regulatory authorities are different.

For details, businesses are directed to ask the local regulatory
authorities. According to the view of Sichuan Market Supervision
and Administration Bureau, whether to mark or not requires

the enterprise to refer to the relevant provisions of the
Administrative Measures for the Marking of Agricultural GMOs
and in combination with the product composition analysis and
test results. According to the view of Anhui Drug Administration,
the food processed with genetically modified soybean oil is not an
agricultural GMO, is not in the label management directory and
does not need to be marked forcibly.

((
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LABELING THRESHOLDS

Genetically modified food labeling thresholds should be defined
by the Chinese government as the minimum limit that triggers
its interpretation of eco-environmental safety or human health
and safety concerns. In the world, there are many classifications
of genetically modified food labeling systems. A mandatory
labeling system is currently used by more than 60 countries or
regions, including the European Union, Australia, New Zealand,
China, Japan and Brazil. The voluntary labeling system of
genetically modified food is mainly adopted in a few countries
or regions such as the United States, Canada and Hong Kong,
China.

According to China’s food safety law, provisions on the
administration of food labeling, regulations on the safety
administration of agricultural GMOs, measures for the
administration of agricultural GMOs labeling, measures for
the administration of safety review of new food raw materials
and other relevant laws and regulations, China implements

a compulsory labeling system for genetically modified foods.
Relatively strict identification standards are adopted for
genetically modified biological products, including animals,
plants, microorganisms and their products. GMOs use genetic
engineering technology to change the genome composition
for agricultural production or agricultural product processing,
without distinguishing the number or proportion of changed
genomes. Positive identification takes the qualitative as the
standard. As long as the food contains genetically modified
components in the catalogue, it must be identified, and the
threshold is not set considering the reality that accidental
mixing may occur.

LABELING CHINA | 37



ASIA SOY FOODS REPORT

4 customs Clearance for

oOO

Soybean Imports

Soybean import involves multiple legal fields and regulatory authorities. The laws and regulations in
these fields have been revised many times in recent years, such as the new Tariff Adjustment Plan
implemented in 2022 that adjusts the commodity classification of soybeans. The new adjustment
deletes subheading 1201.9010, but adds non-GMO soybean subheading 1201.9011 and other soybean
subheading 1201.9019. That is, from the perspective of customs supervision, imported soybeans have
been essentially divided into GMO and non-GMO, and different supervision and regulatory measures
are applied. The following is a brief introduction to the import process of non-transgenic soybeans.

MAIN PROCEDURES FOR NON-
TRANSGENIC SOYBEANS IMPORTS

Soybean belongs to Chapter 12 of the Customs
Import and Export Tariffs. There are five
subheadings under tariff item 12.01: 1201.1000
seeds, 1201.9011 non-GMO yellow soybeans,
1201.9010 other yellow soybeans, 1201.9020
black soybeans and 1201.9030 green soybeans.
Using yellow soybeans as an example, the Most
Favoured Nation (MFN) import tariff is 3%, the
general tariff is 180%, and the value-added tax is
9%. The import process follows.

Soybean Import Process in China

Confirm
Check the access list of et e
imported
countries and manufacturers
: goods are
GMO
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Check the Access List of Countries and
Manufacturers

Offshore production, processing and storage
enterprises need to check the relevant
regulations of the access countries and
manufacturers for grain imports. China customs
implements the registration system for offshore
enterprises and requires them to meet the
mandatory standards of relevant laws and
regulations.

Confirm whether
i 1 the inspection and
| Adopt entry animal and - quarantine code of
| plant quarantine imported
| soybeans contains
"R

" Apply for Certificate
/ of Safety of
Agricultural
Genetically Modified
Organisms

Confirm Identity of Imported Commodity

China adopts strict standards for identification
of GMO products. Any animals, plants,
microorganisms or their products which modify
genome composition with genetic engineering

technology and are used in agricultural production

or agricultural product processing are GMOs.
Provided the agricultural products contain GMO
components, importers or exporters shall apply
for Certificate of Safety of Agricultural Genetically
Modified Organisms and relevant approval
documents to handle the relevant procedures.

Quarantine Approval

Before signing the trade contract, soybean
importers apply for the Entering Animal and
Plant Quarantine License. The documents
needed for inspection application are: the
Certificate of Plant Quarantine issued by the
competent authority of the grain exporting
country or region; the Certificate of Origin;
trade documents, such as a trade contract, bill
of lading, packing list and invoice, etc.; bilateral
agreements; protocols; memos and other
documents stipulated by general customs.

Soybeans exported to China shall be inspected
and quarantined in the regulatory places
designated, and produced and processed in the
designated plants.

! ‘The China Customs
Verify the certificate : wh mhee“tha‘“{:mﬁ check whether there
- : are quarantine pests
h . Confirmation
Perform the
sanitary
supervision and
inspection of
imported food |

Sanitary Supervision and Inspection

If required by the inspection and quarantine code,
the importer shall perform the sanitary supervision
and inspection formalities of imported foods. The
detailed procedures follow.

* Recordation of the importer.
* Recordation of the overseas exporters or
exporter’s agents.

The China
Customs check
whether the goods
have received
effective anti-pest
treatment

Allow entry inbound

Returned or
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Apply for Inspection and Quarantine

The importer or its agent of food import must, in accordance with the provisions, submit the following
documents to the inspection and quarantine agency at the place of customs clearance: contract,
invoice, packing list, bill of lading and other necessary documents, relevant approval documents,

the official required quarantine or hygiene certificate of the exporting country or region, bilateral
agreements, protocols and other provisions, label proofs and translation copies of imported food.

If importing prepackaged foods for the first time, the permit certificate issued by the public health
administrative department of the state council should be included. If importing non-national-safety-
standard food for the first time, the importer should provide other required certificates or supporting
documents for importing foods.

» Application examined and accepted by inspection and quarantine agency.
* Inspection and quarantine agency billing and charging.

* Issuing customs clearance form.

* Documents transferred to the inspection implementation department.

* Inspection and sampling. The importer or its agent shall contact the relevant offices of the
inspection implementation department to execute the inspection requirements and conduct
sampling as needed within 20 days after customs clearance.

* Implementation of inspection and recordation of labels. The inspection and quarantine agency has
to implement inspection in accordance with laws, regulations and standards, including sensory
inspection, laboratory inspection, label inspection, etc.

» Evaluation of inspection results and issuing certificate. If the imported food is qualified by
inspection and quarantine, the inspection and quarantine agency shall issue the qualified Certificate
of Inspection and Quarantine to approve for sale and use. If the imported food is unqualified, the
inspection and quarantine agency shall issue the certificate of unqualified. If the unqualified matters
involve safety, health and environmental protection items, the inspection and quarantine agency
will order the parties to destroy and supervise, or issue a notice of return process, which should
be handled by the importers. In the case of return processing, the party concerned shall provide
the supporting materials to prove the goods have been returned outbound thereafter, including
the Customs Declaration of Return, Writing-off Form of Export Tax Refund, etc. In the case of
destruction, the party concerned shall conduct harmless treatment of the goods and provide
relevant materials under the supervision of the entry and exit inspection and quarantine agency,
and shall not dispose of the goods without the consent of the inspection and quarantine agency. In
the case of technical treatment, the Certificate of Conformity shall be provided after re-inspection.

* The record system of food import and sales.

Verification of Certificate

* Check the Entering Animal and Plant Quarantine License for imported soybeans.
* Check whether importing soybeans come from a registered enterprise.
* Check the authenticity and validity of the quarantine certificate.
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Goods Inspection and Supervision

Goods qualified by the inspection and
quarantine would be approved to enter. The
process of loading, unloading, transportation,
storage and processing should be under the
supervision of China Customs, in accordance
with the relevant requirements for plant
quarantine of China. Without processing, the
goods are not allowed to access the market
directly and are strictly prohibited to be used as
seeds.

Handling Non-Conformity

If China Customs finds pests in quarantine,
entry inbound would be allowed after effective
anti-pest treatment. The goods shall be
returned or destroyed if there is no effective
treatment.

Quarantine Transference

In respect to the import of animals and plants,
their products or other quarantine objects that
need to be transferred away from a customs
surveillance zone for quarantine inspection,
customs shall, after verification, release the
same on the strength of the Quarantine
Transference Notice issued by the port animal
and plant quarantine office.

Post-Import Risk Monitoring and Early Warning

The General Administration of Customs
implements a monitoring system for potential
epidemic situations from imported and
exported grain. It carries out the monitoring
and investigation of quarantine organisms, such
as weeds, in the areas around grain entry ports,
warehouses, processing enterprises, grain
exchange and loading along the transportation
line, etc.

Corresponding Responsibilities of Soybean
Processors

Submit a Designate Application

Enterprises planning to store and process
imported grain may submit a designate
application to local customs if they meet the
corresponding requirements.

Accept Quarantine Supervision

China Customs requires enterprises, consignees
and their agents to report to local customs
immediately when they find major epidemic
situations or public health problems. Customs
shall handle and report the case in accordance
with the provisions.

Keep Safety Control Records

The consignee and consignor of import and
export grain and the production, processing,
storage and transportation enterprises must
establish corresponding production and
operation files, and do a good job in quality
trace and safety control.
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CLEARANCE FORMALITIES, TRANSPORTATION
AND TECHNICAL CHALLENGES

CLEARANCE FORMALITIES OF
IMPORTED SOYBEANS

China became a net importer of soybeans

in 1996. In 2001, the country published and
enforced Regulations on the Safety Management
of Agricultural Genetically Modified Organisms.
In 2022, China customs revised the HS code for
imported non-GMO soybean from imported
GMO soybean. In general, the importation

of soybeans is of the most complicated
formalities, and it involves many complications
in qualification, permits, documents and pricing
manner.

Formalities

Imported soybeans have to go through links
including importation clearance, customs
inspection, lab tests or sampling, appropriation
to end user, appropriation write-off and foreign
exchange write-off.

With the mode of container shipment,
importation clearance can be launched in
advance to cargo arrival, which is allowed once
the container liner vessel has forecast its arrival
to the destination port and manifest information
is available. Documents to be submitted for the
clearance include trade contract, bill of lading,
commercial invoice, packing list, certificate of
origin and phytosanitary certificate. At the same
time, a CIQ permit is required, which states

the name of the end user to process the cargo.
Subsequent appropriation and write off links
should be in compliance with CIQ permit. An
auto-importation permit is also required, which
is to be applied for on the China Ministry of
Commerce website after the vessel departs the
loading port and the bill of lading information is
available.
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For GMO soybeans, an additional permit, a
GMO import permit, also needs to be obtained
in advance, which is to be applied for from

the Chinese Ministry of Agriculture and Rural
Affairs (CMARA). The GMO import permit bears
information of the exporter or trade contract
seller, importer or trade contract buyer, the end
user and approved GMO traits.

Under shipping documents, trade contracts
usually provide a series of other documents to
be presented, including a quality certificate,
weight certificate, container cleanliness
certificate and chemical residue certificate.
These documents are provided per agreements
between sellers and buyers, aimed at specifying
the quality, weight, load status of cargo, etc., and
they are not required to be submitted to China
Customs.

Currently all clearance links have become
electronic, and all hard copies only need to be
filed and preserved for possible checks.

All cargo must go through customs inspection,
which is usually carried out in the manner of
opening the sampled container and checking

if containers and seals are sound and in
compliance with the bill of lading, and checking
the packing status, shipping mark, appearance
and general physical properties of the cargo.

Laboratory tests are given to randomly chosen
shipments. For each chosen shipment, usually
five to six containers need to be hoisted to the
lab test yard for sampling and testing of cargo. In
the past, the number of sampled containers was
determined by the number of containers of the
whole shipment in proportion, for example one
out of every five. After the customs system went
electronic, the number of sampled containers
became random as well, but usually is no less
than five. The lab will make a composite sample
of cargo based on all sampled containers and the
test will focus on mycotoxins, disease and insect
pests, chemical residue, heavy metals, GMO
traits or if GMO contaminant could be detected,
for non-GMO soybeans, and so on. Note that per
the lab test manual, over 400 parameters could
be tested, which are unrealistic to be performed
in full. Customs will also set up tags according
to demand and specific circumstance, to focus
on detecting specific objectives or on specific
origins or commodities.

Lab tests are time-consuming because they
involve culturing mycotoxins and detecting
trace amounts of chemicals. In some ports,
dispatch fees can be paid to expedite the
process.

After customs inspection and lab tests, the
cargo is allowed to be shipped out. As per the
CIQ permit submitted in clearance, Customs
will allow the cargo to be trucked out of
container yards and delivered to end users. After
containers are discharged to the end user, they
are returned empty to the yard. After the cargo
is fully processed or consumed, the end user
needs to apply for write-off of the quantity to
customs, so that end user’s warehouse capacity
can be released for application of a new CIQ
permit.

If the cargo is cleared based on provisional
price, importers need to do a second clearance
after the final price is fixed, providing proof
documents of the pricing of cargo and balancing
out foreign exchange.
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Permits and Documents

Permits required for imported soybeans involve
phytosanitary certificates first. The origin country
and China need to sign phytosanitary protocol for
soybean exports to China at the beginning of the
trade relationship. According to the protocol, the
origin country needs to do quality control over
the exported soybeans to make sure that disease
and insect pests as regulated in the protocol

are not contained in the cargo. That guarantee
and statement are made by the plant protection
organization of the origin country in the form of a
phytosanitary certificate.

The importer in China needs to provide end
user’s qualification to process imported soybeans
and warehouse capacity. The importer also has

to apply for a China Entry-Exit Inspection and
Quarantine Permit, or a CIQ permit, toward
destination port customs. This must be submitted
when importation clearance is filed. After cargo is
loaded on ship in the origin country, the importer
also needs to apply for an Auto-Importation
Permit from the Chinese Ministry of Commerce
as per the bill of lading information. The Auto-
Importation Permit is for general filing purposes
of imported commodities and is rarely used as
control means. If imported soybeans are GMO,

a GMO Import Permit needs to be granted in
advance by CMARA. The GMO Import Permit

is also applicable to imported GMO corn and
cottonseed, etc.

It is worth mentioning that no imperative or
official non-GMO certificate is required to be
submitted for imported non-GMO soybeans. For
those countries in which both GMO soybeans and
non-GMO soybeans are planted, like the U.S. and
Canada, exporters will designate a third-party
laboratory to test the cargo and issue a certificate
when they export non-GMO soybeans to China.
However, for those countries in which no GMO
soybeans are planted, like Russia and Ethiopia,
there is no need to hire a laboratory to issue a
non-GMO certificate. At the most, a declaration
stating that no GMO soybeans are planted in the
country, issued by the exporter or commerce
organization, should suffice.
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In terms of shipping documents, the buyer and
seller in the trade contract will regulate the
series of shipping documents to be presented,
such as a quality certificate and a weight
certificate, so as to prove the quantity, quality
and load condition of the cargo. These shipping
documents are not imperatively required in
importation clearance. The essential documents
required to clear imports are the certificate of
origin, phytosanitary certificate, bill of lading,
packing list and trade contract.

Inspections and Tests

As mentioned above, customs inspection will
primarily check if containers and seals are
sound, if their numbers conform to the bill of
lading, package of cargo, shipping mark, cargo
appearance and general physical properties.

For imported non-GMO soybeans, there is no
absolute requirement on appearance. For a

long time in the past, Chinese importers and
end users misunderstood that all black-hilum
soybeans were GMO soybeans, mainly because
almost all U.S. and Brazilian GMO soybeans have
black hilums, and those Canadian non-GMO
soybeans which entered China earlier than other
origins had white hilums. This misunderstanding
is dissolving as more and more black-hilum
non-GMO soybean varieties become visible

to Chinese importers and end users. In other
words, the recognition of non-GMO soybeans
rely on the lab test results.

For a long time, China has been adopting a zero-
tolerance principle to GMO content. Customs
laboratories use the PCR method to test GMO
content and can detect very minimal GMO
contamination.

TRANSPORTATION MEANS FOR
IMPORTED SOYBEANS

Due to the existence of appropriation supervision
by customs, after imported soybeans go through
customs inspection and lab tests in accordance
with the CIQ permit submitted in clearance,
appropriation procedures will be launched. The
soybeans have to be shipped to the end user in
whole and by closed means.

For container shipments, after customs inspection
and lab tests are done, those containers opened
for inspection and testing purposes have to be
sealed again. All containers have to be shipped

to the end user and discharged in it, and then
returned empty after discharge.

For bulk vessel shipments, after customs
inspection, the cargo must be discharged into a
port warehouse under customs supervision. After
the lab test greenlight is given, the cargo must be
shipped to the end user by registered trucks. In
principle, cargo shall not be directly evacuated
from the vessel rail to the end user, and cargo may
not be released from the port warehouse before
lab tests confirm contents.

However, exceptional cases happen occasionally
or even repeatedly. Thus, many trading lots can be
seen on the market, as discussed in detail below.
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TECHNICAL DIFFICULTIES IN CLEARING IMPORTED SOYBEANS

This discussion covers two technical difficulties
of imported non-GMO soybeans, non-GMO
purity and appropriation supervision.

As mentioned above, non-GMO soybeans can
be divided into qualitative non-GMO soybeans,
where the origin country does not plant any
GMO soybeans so shipments are theoretically
100% pure, and quantitative non-GMO
soybeans, where the origin country plants both
GMO soybeans and non-GMO soybeans, and
non-GMO soybeans are defined as per non-
GMO purity.

For those qualitative origin countries, lab tests
are not required to prove the product is non-
GMO. They do need to issue a declaration
stating that no GMO soybeans are planted in the
country.

However, for quantitative origin countries, it is
a must to issue a non-GMO certificate by means
of lab tests. One testing method is to set up a
threshold and when the detected GMO content
is lower than the threshold, the sample and the
parcel of cargo is considered non-GMO. This

is called a qualitative non-GMO certificate.

The other test method is to set up a threshold
also and to determine the GMO content by
quantitative means. When the detected GMO
content is lower than preset threshold, such
content is listed, and the sample and the parcel
of cargo is concluded as non-GMO. This is called
a quantitative non-GMO certificate.

It is obvious that the quantitative non-GMO
certificate does not fit the zero-tolerance
principle of Chinese Customs. Submitting a
quantitative non-GMO certificate to Chinese
Customs, although this certificate is not
required in importation clearance, is no different
from pleading guilty. So, in addition to the
GMO contamination control in origin, a decent
non-GMO certificate, in particular, a decent
qualitative non-GMO certificate, helps to clear
the cargo smoothly.
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Due to the existence of appropriation
supervision, imported soybeans have to be
shipped to the end user as stated in CIQ permit
after clearance. In this mode, there is no chance
to trade the cargo to a third party. Then how

is trading of imported non-GMO soybeans
realized?

One way is for importers to do trading before
clearance or sign forward sale contracts. An
importer can buy first and lock down the price
and shipment period, and after the shipment is
specified, the importer can sign an importation
agency contract or forward sale contract with
the end user.

A second way is appropriation laundry. In short,
a contract is signed between the importer and
end user, but the cargo is not actually delivered
to the end user. Instead, some expense will be
paid to the end user.

In a third way, end users illegally sell the cargo
to the market. For example, a food factory buys a
parcel of imported non-GMO soybeans and sells
the raw material to the market so as to make
profit, instead of processing or consuming the
soybeans itself.

Finally, there are special end users, such as some
bio-activity eliminating facilities in Shandong
Province, and a couple of warehouses in

Tianjin. These facilities do not produce soybean
products but eliminate bioactivity of soybeans or
break soybeans into powder instead. Of course,
such processing may get shallow sometimes.
Appropriation supervision terminates at

such facilities and those imported non-GMO
soybeans released from these special end users
can go to the market.
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Indonesia

Soy food and beverage products have always been a significant part of the Indonesian diet and
culinary heritage. Tofu was introduced by the Chinese to Indonesia in the 10th century,! while
tempeh originated in Java and may have existed as early as the 1600s, according to the historical
document Serat Centini.?

Both tofu and tempeh continue to be popular among Indonesians, with annual per capita
consumption of tofu and tempeh in 2023 at 2.8 kilograms (6.2 pounds) and 3.7 kg (8.2 pounds),
respectively.® Other popularly consumed soy food products include soy sauces like sweet soy
sauce, or kecap manis, and salty soy sauce, or kecap asin, soy drinks and plant-based meat.

A typical Indonesian meal with tofu and tempeh as the protein source
Source: IDN Times
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TOFU AND TEMPEH

Total consumption volume of tofu-related foods and tempeh is very large in Indonesia and
continues to grow, reflecting the importance of soy as a staple source of protein and the
enduring popularity of these foods. In 2023, Indonesia consumed 1.8 billion metric tons of tofu
and tempeh, demonstrating a three-year compound annual growth rate of 1.1% from 2020 to
2023 despite the pandemic.*

Indonesian Tofu and Tempeh Annual Tofu and Tempeh Consumption
Consumption per Capita in Indonesia
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Source: Statistics of Food Consumption, Indonesia Ministry Source: Statistics of Food Consumption, Indonesia Ministry
of Agriculture, 2023 of Agriculture, 2023

Although Indonesia’s income per capita is growing and more people can afford animal protein, tofu and
tempeh continue to hold their place as main protein sources. Indonesians are more sensitive to price
increases of meat than price increases of tofu and tempeh. These soy foods are the most price inelastic
protein commodity in Indonesia for the poorest households.®

In Indonesia in 2023, tofu’s per capita consumption was 2.8 kg (6.2 pounds) and tempeh’s was 3.7 kg (8.2
pounds), a total of 6.5 kg (14.3 pounds).® Indonesia’s combined tofu and tempeh consumption per capita
was much higher compared to its neighbors Malaysia and Singapore, at just 2.8 kg (6.2 pounds) and 4.4
kg (9.7 pounds) per capita, respectively.’
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Overall, per capita tofu and tempeh consumption
grew at the compound annual growth rate of
0.4% between 2020 and 2023. Tofu consumption
per capita fell slightly between 2020 and 2023
due to rising price of soybeans,® causing

smaller production and less availability, rather
than changing dietary preference. Per capita
consumption of tempeh in Indonesia saw a
modest increase, with a compound annual
growth rate of 0.8% during the same period,
despite challenges in soybean supplies.’

SOY DRINKS

Soy drinks are also popular and demand is
growing in Indonesia, though the consumption
volume is not as high as tofu-related foods. Soy
drinks were first introduced in Southeast Asia
after World War II. Therefore, it is a familiar
snack beverage in Indonesia."”

In 2023, Indonesia consumed 40,000 MT of soy
drinks, which increased at a compound annual
growth rate of 4.8% between 2020 and 2023,
despite the pandemic. Soy drink consumption is
predicted to continue growing at a three-year
compound annual growth rate of 6.0% between
2023 and 2026."

Despite its growing demand and ubiquitous
presence in Indonesia, soy drink consumption is
lower compared to regional peers, at 0.4 liters
(13.5 ounces) per capita annually, demonstrating
significant room for growth in this product
segment.”
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Source: Euromonitor, 2024
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PLANT-BASED MEAT

While plant-based meat is not a new product
category in Indonesia, as imitation meat has
long been available for vegetarian consumers, it
is only recently that plant-based meat has been
gaining mainstream presence. As flexitarian
diets and health-conscious trends become more
common, the consumption of plant-based meat
is forecasted to grow. By some estimates, the
plant-based meat category grew from $109.5
million in 2020 to $628.6 million in 2022.13

However, industry experts do note challenges

in incorporating more plant-based meat to
Indonesians’ daily diet: the enduring presence

of staple foods such as tofu and tempeh, and the
reluctance of restaurants and chefs to add plant-
based foods into their menus.” Chain restaurants
such as Burger King have started introducing
plant-based meat in the menu, such as the soy-
based Whopper in 2021, which is exposing the
product to a wider audience.

New

Plant-Based -

‘WHOPPER

Patty made from Plants, Tastes like Meat

- Plant-Based refers to patty. Patty cooked on same broiler os meat pat!

Plant-based Whopper advertised in Indonesia, using soy-based patties
Source: Burger King Indonesia
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SUSTAINABLE FOOD TRENDS

Soy food and beverage products are considered
more sustainable protein sources than meat
because meat requires livestock that contributes
to 18% of Indonesia’s greenhouse gas emissions.'®
According to a survey by Rakuten, 13% of
Indonesians have reduced their animal meat
consumption, 26% have chosen organically

or sustainably produced food items and 19%
have chosen to consume from brands who

have environmentally sustainable practices and
values.”

Although these consumer trends still have a
huge potential to grow, some foods producers
have already started taking environmental
sustainability into consideration. Meatless
Kingdom, an Indonesian producer of plant-
based meats, considers factors such as the
carbon footprint of raw material transportation
in its operations. Their manufacturing facility is
strategically located in West Java to be close to
raw materials such as mushrooms, which makes
up a significant proportion of their ingredients,
along with soybeans. Their products also use
80% less water and produce 80 to 85% less
carbon dioxide than local meat production.®
This indicates the importance of sustainability
in their business model, which could present
opportunities for sourcing sustainable soy in the
future.
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TOFU AND TEMPEH

—A Soy Foods and
Ol | Beverages Production

The tofu and tempeh production industry is very fragmented in Indonesia, with two types of
producers: small-medium enterprises — called artisans or pengrajin that belong under cooperatives —
and industrial manufacturers. According to the Association of Indonesian Tofu Tempeh Cooperatives,
160,000 tofu and tempeh artisan producers spread across 27 provinces employed around 5 million
people in 2020.” Almost all of them are family-owned businesses that distribute their products in

traditional markets.

On the other end of the spectrum, industrial
manufacturers such as Kong Kee, Yun-Yi and
Sakake distribute their products in modern
supermarkets. According to Euromonitor, Kong
Kee produces egg, silken and Japanese tofu that
makes up 10% of the retail market. The other
two brands, Yun-Yi and Sakake, make up 9.4%
and 8.4% of Indonesia’s retail market share
respectively. All these brands are produced
domestically.

Despite the size of the tofu and tempeh industry in
Indonesia and flourishing demand, the production
outlook dimmed in recent years due to escalating
soybean prices. From 2021 to 2022, soybean prices
increased by 24.8%,2° which caused a drop in
production by small-medium enterprises, even
pushing frustrated producers to strikes.” On the
upside, global soybean prices are projected to fall
further, especially for marketing year 2024 /25,
when the U.S. soybean supply is expected to
increase by 8% year-over-year due to higher
carryover stocks and yields.?> With stabilizing
prices, tofu and tempeh production are expected
to rebound from the recent drop.
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Tempeh production using banana leaves
Source: ANTARA Foto
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Kong Kee’s Egg Tofu Special
Source: Kong Kee Indonesia

Domestically in Indonesia, opportunities for growth in
tempeh production still exist because some pockets of
the country still lack reliable supply. For instance, as
tempeh production is very concentrated in Java, tempeh
consumption in Sulawesi is much lower due to lack of
access.” To address that, USSEC and Rumah Tempe, an
Indonesian tempeh producer, collaborated to build a
production facility in Sulawesi to increase the production
and consumption of tempeh and promote U.S. Soy
imports.

SOY DRINKS

Similar to the tofu and tempeh production industry,

soy drink production in Indonesia is highly fragmented.
There are two types of manufacturers in Indonesia:
small-medium enterprises and industrial manufacturers.
Soy drinks by small-medium producers — considered
semi-processed in the food and beverage industry —
dominate at 76% of the market volume in 2019.*

In terms of industrial manufacturers, both multinational
corporations and domestic manufacturers participate
in the soy drink industry in Indonesia. Kraft's ABC
Heinz, a multi-national corporation, is the largest soy
drink company based on retail market share, taking

up 29.9% of the market.? In addition to original plain
soy milk, the company also produces flavored soy

milk such as strawberry and chocolate. In 2023, Kraft
Heinz announced an investment of $84 million in their
Indonesian production facility, with plans to expand soy
processing and into the plant-based market.?s This move
would increase yearly production capacity by 174%.

Another top soy drink brand in Indonesia is Mony Joy
Soy, which makes up 23.1% of the market.?” Mony Joy
Soy is a brand under Monysaga Prima, a local company
that manufactures food and beverage products with a
manufacturing plant in West Java.

ABC'’s soy milk in 1 liter packaging
Source: Heinz ABC Indonesia
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PLANT-BASED MEAT

While plant-based proteins like tofu and tempeh are ubiquitous in Indonesia, plant-based meat is less
common. It is only starting to gain mainstream presence the supermarkets.”® However, plant-based
meat production is growing, led by local startups such as Green Rebel Food and Meatless Kingdom.
Both brands provide localized plant-based meat dishes such as rendang, satay and dendeng. Indonesian
plant-based meat startups are also expanding overseas. For instance, Green Rebel is expanding to
Singapore, Malaysia, South Korea, Vietnam and the Philippines.?
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Dendeng Pedas

Plant-Based

Reoady to Eat | Heat & Eat
High Fiber | Tinggi Serat!
Sumber Protein

2-3 Kali Porsi Makan

Vegan Friendly

Beefless Rendang from Green Rebel Food Dendeng Pedas from Meatless Kingdom
Source: Green Rebel Food Source: Blibli
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SOYBEAN SUPPLY: IMPORT AND LOCAL PRODUCTION

Soybean supply in Indonesia is dominated by imports, as domestic production cannot meet
the total soybean demand. In 2023, Indonesia imported 2.3 million metric tons of soybeans,
of which 85.7% came from the United States. Soybean imports into Indonesia dropped 2.8%
between 2020 and 2023. U.S. imports saw a similar trend, with U.S. Soy volume falling 4.5%
between 2020 and 2023, and its market share falling from 90.4% in 2020 to 85.7% in 2023.3°
However, the U.S. still remains Indonesia’s top soybean supplier. This downward trend is
attributed to high prices of soybean imports.®! Despite falling imports in recent years, the
Organisation for Economic Co-operation and Development (OECD) predicts soybean imports
to grow 8.1% between 2023 and 2026 to 2.9 million MT.

Indonesian Soybean Imports by Soybean Production in
Country of Origin Indonesia

. 2;“-—-2-:_-:1%.‘-—-—_,,«':;' ; {/2/,/ J"“‘;:&.@Rfm:“’;‘
é . ! ? % % % 90 e 405
2 7 7

7 7. :

1=

0

2025F  2026F 2020021 2021/22 2022/23  2023/24F 2024/25F 2025/26F 2026/2TF
Sources: GTA and OECD Source: USDA and Y&S analysis

62 | SUPPLY CHAIN INDONESIA

In the 2023 /24 market year, Indonesia expected
to produce 375,000 MT of soybeans. This figure
is down from 475,000 MT in 2020 /21, a three-
year compound annual growth rate of -7.6%
from 2020 /21 to 2023 /24.%® This was due to a
lack of land dedicated to soybean cultivation,
because growing other crops like maize is
more profitable.** However, local production

is expected to increase 8.1% from 2023 /24 to
2026 /27, to 474,000 MT, as growers become
more motivated to produce soybeans because
of increasing prices and demand.*® Despite the
increased production, it is notable that soybean
yield in Indonesia is only half of that of the U.S.,
at 1.2 MT per hectare (18 bushels per acre).*

Soybean planting season in Indonesia is between
October and December, with harvest happening
in February to April. Soybean production in
Indonesia is concentrated in Java, with East Java
accounting for 38% of domestic production,
followed by Central and West Java at 13% and
10% respectively. The largest producing region
outside of Java is West Nusa Tenggara, producing
12% of domestic soybeans.”’
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SUPPLY CHAIN AND LOGISTICS

LOGISTICS AND TRANSPORTATION

Soybean imports arrive in Indonesia by sea, either via bulk vessels or containers. Bulk vessels have
a capacity of around 100,000 MT and only one importer uses this type of vessel. Other importers
transport soybeans via containers, which range from 2,000 to 10,000 MT.

Tanjung Perak, Cigading, Cilacap, Banyuwangi and Belawan are deep sea ports that are able to
accommodate bulk vessels. Tanjung Perak and Cigading also have discharging facilities. The ports of
Tanjung Priok, Pontianak and Tanjung Emas mostly receive container shipments of soybeans. The
distribution of imported food-grade soybeans throughout Indonesia depends on the concentration of
tofu and tempeh producers, of which almost 80% are based in Java.®

Soybean Import Volume by Indonesian Port

SUPPLY CHAIN

Import Volume
(Thousand MT) | 2023

City

Indonesia highly prefers Grade 1 yellow soybean

X (YSB#1), and as of 2022, 92% of U.S. soybean exports
Tanjung Perak Surabaya 700.1 to Indonesia are YSB#1.3° Once imported soybeans
Tanjung Emas Semarang 418.6 reach Indonesia’s ports, the shipments will go through
: quarantine and customs inspection processes that
Cigading Cilegon 386.7 usually take three days, excluding the amount of time
required for bulk vessels to discharge their soybeans.
Java Tanjung Priok Jakarta 332.4 Upon port discharge, soybeans are stored at the
importer’s warehouse and U.S. soybeans usually go
Cilacap Cilacap 62.6 through importers and distributors before reaching
Banyuwangi Banyuwangi 49.0 the end users.
Importers play an important role in Indonesia, as
Other - 6.6 they also clean soybeans before selling them to
distributors. While most importers apply the first-
Sumatra AN Medan 1853 in-first-out principle in storage and distribution,
Panjang Bandar Lampung 149 1 it is important to note that importers’ storage
facilities vary and they might not have silos. Instead,
Kalimantan Pontianak Pontianak 7.2 the soybeans may be piled on a warehouse floor
and arranged from oldest to newest shipment. The
Source: Indonesia’s National Statistical Agency and USSEC Indonesia Soybean Handling chart illustrates the handling

and cleaning process for Grade 1 and 2 yellow
soybean (YSB#1 and YSB#2). Upon cleaning by
importers, distributors will collect the soybeans in
their own trucks for storage in their warehouses,
before distributing to customers such as large
manufacturers, small-medium enterprises and
tempeh and tofu cooperatives.
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Indonesia’s Import Supply Chain
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Soybean Handling in Indonesia
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