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During the course of this presentation…. 

I will: 
 Discuss the motivations for biofuels production in 

developing countries 
 Question the motives behind these programs and 

whether they are compatible with stated goals 
 Discuss problematic arrangements, some potential 

pitfalls and key trade-offs 
 Discuss the policy implications and outline choices to be 

made 
 Do everyone a big favor… and not show any model 

results…. 



IS THERE A PLACE FOR 
BIOFUELS? 

 
WHAT SHOULD DEVELOPING COUNTRIES DO? 
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Why do biofuels at all? 

Biofuels – along with other renewable or alternative 
fuels – do have a place in the global energy mix 
 For reasons of climate stabilization – we do need to 

have renewables take a much larger share of the 
energy portfolio – and energy from biomass has to be 
there in some way 

 For environmental reasons – the need to find 
alternatives to MTBE as fuel additive in the US 

 In terms of total biomass (not just from food crop 
sources) there is considerable global potential – 
mostly in the tropical regions where there’s more 
sunlight and less need for irrigation 
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The chicken & egg problem…. 

Should developing countries depend on biofuels to help 
bring in the investments to make their agriculture & 
agribusiness sector highly productive – or wait until those 
objectives are already met, before going down that path? 
 This speaks to the heart of many arguments for why 

biofuel programs should be undertaken in LDCs 
 Many of the constraints that countries have run into, 

when trying to embark on biofuels are common with 
those that would face any other agribusiness 
enterprise (technology, logistics, infrastructure, etc..) 

 Are we getting it backward in SS Africa, when trying 
to undertake biofuel ventures when some basics of 
agricultural development have not been covered? 



How can biofuels work in less-developed 
regions? 

 Biofuels operations work best when: 
• Feedstock production can be of high productivity – which 

lowers costs and competes less with other land uses 
• There is dual/multiple uses of products (esp 1st gen) 
• There is a well-functioning value chain with opportunities 

for vertical integration 
 Those countries who don’t meet these conditions 

should re-consider their priorities & strategy 
 If biofuel ventures can’t be justified from an 

agribusiness perspective  -- then they probably won’t 
work in the long-term 

 High productivity of the feedstock is key (drives cost) 
 



Diesel or Petrol? 

If supplementing or replacing transport-based fuels is 
the objective of a national biofuels program – then the 
question of which fuel to replace becomes key 
 Whereas much of the transport demand in the US 

might be for petrol – the majority of demand in 
developing countries is for diesel 

 In SS Africa, there’s more feedstock potential in 
sugarcane for ethanol, rather than in oilseeds (many 
of which are imported), and costs are more favorable 

 The question of refining capacity also comes in, as 
many countries in SS Africa face limits and need to 
import refined product from neighboring countries 
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Motor gasoline and fuel oil distillate use 
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Domestic use or Export-oriented? 
 A program that is domestically focused requires 

refining capacity, clear blending target and policy 
incentives to warrant producer investments and 
sufficient internal demand for the product 

 With domestic blending targets & insufficient 
production – might face a situation where you have to 
import the biofuel at a time when both oil and biofuels 
prices are high (due to demand in OECD countries) 

 Export-oriented programs can be ‘safer’ but also need 
sufficient infrastructure/investments. Just exporting the 
feedstock leaves little room for value-added, and is 
just like any typical export-oriented agribusiness 
venture (which may be a good first step for some…) 
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The problem with jatropha 

 Current yields of rainfed jatropha are too low to be 
profitable for a large-scale sector (high labor costs 
are an extra drawback) 

 Jatropha curcas has undergone zero genetic 
improvement (though lots of studies on agronomic 
practices) – needs 10-15 yrs of proper R&D  

 The fact that the crush cannot be eaten as feed, like 
other oil cakes is a big minus (despite other claims) 

 Transfers a lot of risk onto small farmers – give them 
a low-yielding perennial with no food/feed value and 
no existing value chain or reliable market demand 

Although many are excited about the hardiness of 
jatropha under adverse conditions & its non-food 
nature – it has huge drawbacks 
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Multiple use of biofuel feedstocks (and 
utilizable co-products) is key 

 This flexibility between food or fuel uses, is what has 
made Brazil’s sector unique and highly productive 
• Having a dedicated energy crop might be risky within 

a developing country context – less options for the 
farmer in case biofuel demand falls (w/oil prices) 

 EcoEnergy in Tanzania has adopted a food-first 
approach, where they focus on producing as much 
sugar as they can (since they know demand is going 
up) – whatever ethanol they can make is extra $$$ 

 Edible oil crops could offer the same opportunity if 
one focuses on increasing productivity (which palm oil 
has achieved ) – and has by-products for feed use 



What trade-offs do households face? 
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Household 
type 

Principal 
decision 
variables 

Key trade-offs they 
face Effects of food price 

changes 

Wage-earning 
consumers 

(urban/rural) 

Consumption 
& labor 

Classical leisure-
labor trade-offs 

Affects purchasing 
power of wages 

Farm 
households 
who do not 

grow feedstock 

On & off-farm 
labor 

allocation 

Leisure vs returns 
from competing 

activities (wage vs 
unit returns per ha) 

For net-sellers: 
affects returns  
For net-buyers: 

affects PP of off-farm 
wage 

 

Farm hholds 
who engage in 

feedstock 
prodn 

Labor alloc + 
alloc of land 
b/w food & 
feedstock 

crop 

Net returns per unit 
land and labor 
allocated b/w 

competing crops 

Change in food price 
risk exposure – 

depending on share 
allocated to 

feedstock prodn  
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Better (bio)energy for households 

We recognize that the need for energy goes beyond 
transportation – and that many households in LDCs are in 
need of better sources of energy 
 Firewood, manure & other biomass serve as  crude 

bioenergy sources for many households  
 These could be replaced with cleaner-burning biofuels 

that reduce smoke (& hhold time use) 
 Maybe jatropha can be exploited at a local level for this 
 But these kind of schemes should be considered 

separately from the commercial-scale activities that 
have export or large-scale blending potential 



FINAL MESSAGES 
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Concluding thoughts 

There is potential for biofuels production in tropical 
countries – but not all are ready to undertake it 
 In some cases it’s a question of pricing, policy design 

and missing incentives for blenders or producers 
 In some cases there are gaping holes along the value 

chain that need to be filled before they can even start 
 Biofuels has been “sold” as an idea that may have 

gotten ahead of itself in a number of countries – and 
basic pre-requisites for success were not considered 

 Seems better to build a biofuels up on the basis of a 
strong/thriving agribusiness sector – rather than hoping 
that it will bring in the investments needed to create one 
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Play on strengths… focus on the basics… 

Probably better to focus on the goods that you know 
have market demand (internally and abroad) and for 
which you have a comparative advantage in producing 
 Since productivity is the key to controlling costs you 

need to pick the ‘winner’ who can deliver consistently 
 Make sure that all parts of the value chain are in 

place and that there’s a profitable margin for 
everyone within it – or it will likely fail as a venture 

 Any fuel that can be made from co-products 
(molasses, residue, etc) will be additional income 

 Avoid transferring risks to the small-holders – make 
sure they have a ‘sure thing’ to invest their efforts in 
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Greener growth may be elsewhere…. 

The path towards a ‘greener’ growth trajectory may not 
necessarily lie in biofuels production for some countries 
 In some cases, non-transportation energy may be more 

important (electricity for industry) – and may entail 
moving away from coal and exploiting more geo-
thermal or hydro-based sources 

 Just focusing on increasing yield growth and avoiding 
land use change (and LUCC) may be more important 

 To the extent that alternative energy reduces reduction 
of forest cover for fuel uses (and net emissions) – then 
it can be part of a LED strategy – but depends on case 



THANK YOU! 

Also see: 
http://www.biofuelsandthepoor.com/ 

http://www.biofuelsandthepoor.com/
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