
Jörg Peters and Sascha Thielmann

#38

Ru
hr

Ec
on

om
ic

Pa
pe

rs

RWI
ESSEN



Ruhr Economic Papers
Published by
Ruhr-Universität Bochum (RUB), Department of Economics
Universitätsstraße 150, 44801 Bochum, Germany
Technische Universität Dortmund, Department of Economic and Social Sciences
Vogelpothsweg 87, 44227 Dortmund, Germany
Universität Duisburg-Essen, Department of Economics
Universitätsstraße 12, 45117 Essen, Germany
Rheinisch-Westfälisches Institut für Wirtschaftsforschung (RWI Essen)
Hohenzollernstrasse 1/3, 45128 Essen, Germany

Editors:
Prof. Dr. Thomas K. Bauer
RUB, Department of Economics
Empirical Economics
Phone: +49 (0) 234/3 22 83 41, e-mail: thomas.bauer@rub.de
Prof. Dr. Wolfgang Leininger
Technische Universität Dortmund, Department of Economic and Social Sciences
Economics – Microeconomics
Phone: +49 (0) 231 /7 55-32 97, email: W.Leininger@wiso.uni-dortmund.de
Prof. Dr. Volker Clausen
University of Duisburg-Essen, Department of Economics
International Economics
Phone: +49 (0) 201/1 83-36 55, e-mail: vclausen@vwl.uni-due.de
Prof. Dr. Christoph M. Schmidt
RWI Essen
Phone: +49 (0) 201/81 49-227, e-mail: schmidt@rwi-essen.de

Editorial Office:
Joachim Schmidt
RWI Essen, Phone: +49 (0) 201/81 49-292, e-mail: schmidtj@rwi-essen.de

Ruhr Economic Papers #38
Responsible Editor: Christoph M. Schmidt
All rights reserved. Bochum, Dortmund, Duisburg, Essen, Germany, 2007
ISSN 1864-4872 (online) – ISBN 978-3-86788-036-7

The working papers published in the Series constitute work in progress circulated to
stimulate discussion and critical comments. Views expressed represent exclusively
the authors’ own opinions and do not necessarily reflect those of the editors.



Ruhr Economic Papers
#38

Jörg Peters and Sascha Thielmann

RWI
ESSEN



Bibliografische Information der Deutschen Nationalbibliothek
Die Deutsche Nationalbibliothek verzeichnet diese Publikation in
der Deutschen Nationalbibliografie; detaillierte bibliografische Daten
sind im Internet über http://dnb.d-nb.de abrufbar.

ISSN 1864-4872 (online)
ISBN 978-3-86788-036-7
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Promoting Biofuels: Implications for Developing Countries

Abstract
Interest in biofuels is growing worldwide as concerns about the security of en-
ergy supply and climate change are moving into the focus of policy makers.
With the exception of bioethanol from Brazil, however, production costs of
biofuels are typically much higher than those of fossil fuels.As a result,promo-
tion measures such as tax exemptions or blending quotas are indispensable for
ascertaining substantial biofuel demand. With particular focus on developing
countries, this paper discusses the economic justification of biofuel promotion
instruments and investigates their implications. Based on data from India and
Tanzania, we find that substantial biofuel usage induces significant financial
costs. Furthermore, acreage availability is a binding natural limitation that
could also lead to conflicts with food production. Yet, if carefully implemented
under the appropriate conditions, biofuel programs might present opportuni-
ties for certain developing countries.
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