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Abstract: Beginning in 2002, the Chinese government encouraged the development of grain-based fuel ethanol as a substitute for oil because of the rising oil prices. From 2002 to 2009, China rapidly expanded fuel ethanol production and become the third largest producer in the world. At present, there are five fuel ethanol plants licensed for production in China, four of which are making grain-based fuel ethanol. Since December 2007, cassava-based fuel ethanol has begun trial production in Guangxi Province, with production reaching 120,000 tons in 2008. 

While promoting fuel ethanol, the Chinese government has been thinking of another important issue – food security. Since 2007, the Chinese government has prohibited any new grain-based processing projects. However, although any new plant that uses corn or other grains as feedstock will not be approved by the Chinese government, the current capacity of the usage of grains will be preserved. Cassava, potato and sweet sorghum will be the major material for fuel ethanol production in the future.

The objective of this study is to evaluate the effects of expanding fuel ethanol produced from cassava, potato and sweet sorghum on household income and regional equality in China. The method which we adopt is to undertake simulations based on China’s fuel ethanol policy with a computable general equilibrium (CGE) model for China. 

The model results show that expanding non-grain based fuel ethanol would bring positive impacts on rural household income and equivalent variation. At the same time, regional equality would be improved.
