The warning .
‘has come-
" atatime

_ when many

Tanzamians ..~

_have been
waiting to -

. start enjoying
‘henefits of
the oilrnd—

- gas suhsector
apatt from
getting jobs,
increased
power
‘production

- and arise in
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- policy will not safeguard interests of
‘local people and guarantee theirpar- = ¢
. ticipating in oil and gas subsector.

. abroad if local producers caniot
meet the demand or quality” .
" Heopormists, businesspeople and -

" Sector Foundation (TPSF) execu-

- from gas and oil companies follow-
ing experience on what happened in .
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Dar es Salamm. Experts cloﬁb_t ’
. ‘whether the natural gas Local Con-

tent Policy (LCP) will be.beneficial
to common Tanzanjans, .
They told The Citizen that thie

They. cited a numbey-of areas

such as the one that allows oil and -

gas companies to source products

ordinary people insist that the sec-
tion will deny local producers equal
participation in the business. _
“The possibility is that local pro-
ducers - will continue to sell thelr’

products to businesspeople who wilt

act as middlemen, and who, in turn,
supply the same to the ol and gas
companies,” said Tanzania Private

tive director Godfrey Simbeye.

The policy was drawn up fo guar- -

antee local producers of benefits

the mining sector. .

Many Tanzanian producers were
unable to sell their goods and serv-
ices to mining companies,

1,CP in oil and gas was supposed to
address such challenges and gaaran-
tee local producers of the benefits. -

The warning has come at a time
when many Tanzanians have been
walting to start enjoying benefits
of the oil and gas subsector apart
from getting jobs, increased power
production and arige in the national
revenue, TOP was appreved in 2014

The government and the private
sector clashed about how locals
would tap benefits of oil and gas,
prompiing authorities to draft the
policyon it.

In addressing the involvemnent of
Jocals, LCP states in.part; “Where
Tanzanian-owned businesses can
meet the quality, quantity and time

required but higher on price then -

Tanzamiar-owned businesses shall

Teceive a margin of price preference -

as prescribed hy legislation. -
“Where bids are being evalu

ated, and wherd bids are otherwise
equal, the bid contafning the high--:

* MORE INE; ANZANIA GAS RESERVES

on :!.’éhr

was announced that Tanzania

75,;2016:3t was
Had discovered an additional 2.7 trillion cubic feet (tef} -
-iof possible haturat gas depasits, raising the east African

" rigtion's total estimated recoverable natural gas teserves
tomoré than 57 tef. RS N .
- Theonshere reserves were found at a field licensed to,
+ the Unitéd Arab Emirates’ Dodsal Group focated at Ruvi-. .-
basin in Goast region, near Dar-es Salaam. L -
: Most of the gas discoverjesin Tanzania were made in. " -
- deep-sea offshore blocks south of the country near the
“:sfte of a planned fquelied natural gas plant. .
-, BG Group, acquired by Royat Duteh.Shell, along with R
: Statolt, Exxon Mobit and Gphir Energy plan to build the: :
onshore LNG export terminal in'the southern Tarizanian *
town of Lindi in partrership with state-run Tanzania™ "~
Petroleurn Developmant Corporation. -

est level of Tamzanian comtent shall
- be selected. Where a foreign entity

is to provide goods and services for
the licensee, the foreign entity shall

- operate from Tanzania and partner

with a Tanzanian owned and regis-
tered cOMpany.

However, an expert says: “Despite
this policy assurance, if no effort js
made Lo assist Tanzanians to pro-
duce quality goods or services, and
on amount which will satisfy the
market, the policy is going to be of
little assistance.” '

A sources hints that some foreign
companies register companies in
Tanzania to do business as a Jocal
outfit. If that is done it will be dif-
ficult for local producers to directly

‘benefit from the lucrative business

Bt
section in the policy, which clearly
states that in casé a Jocal company
‘doesinot meet standexds, a foreign

A gas well at Mnazh
- Bay in Mtwara
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company will be given a tender to .

supply goods and sexvices to oil and
gas companies, does not resonate
welt with, the mission to empower
Tanzanians.. - :
“Countries- like Nigeria, . Ango-
Ja and Ghana aiso have LCPs but
expectations have not been met.

‘Despite-such policies, locals have
- contimied to be poor and foreigners

continue to reap a lot of money” he
notes.

A, senior Repoa researcher, Dr
Abel Kinyondo, says there is great

- danger that Jocals will not benefit

despite the LCP and a lot of prom-

" ises from leaders.

Repoa is undertaling a study on

" the management of ofi and gas sub-
sector, The regearch started in 2014

the Norwegian Embassy.

He notes that genera]ly,': thie

research has been prompted by
experience in the mining sector. -

“iWe don’t want what happened in
mining sector to also happen in the
oil and gas stbsector. We will use the
experience as a lesson fo mitigate
any possible negative Impact on the
oil and gassub sector”

He says the first area whicﬁ the -

research focuses is collection pf data
on oil and gas. Tt will also involve
training locals so as to empower

them to take part in the manage-

ment of the subsector.
‘The involvernent of locals in the
subsector will also be considered.

The research will as well look into -

financial management to see how
the money ohtained from oil and gas
ssused and if people’s expectations

_ are met.

“Many people regard local con-
tent as a simple issue. Tt is not. Tt is
complicated uplike what many peo-
ple think Many African countries
such as Nigeria, Angola and Ghana
have such policies but their citizens

have remained peor while foreign .
“investors have been profiting”

He notes that Tanzania might
have messed up in its local content
policy from the beginning. -

“Preparation of . a local content
policy requires- the invelvement of
all people. Sadly that was not dene
during the preparation of our policy.
Only few people were involved. In
African LCP, investors are directed
to employ.a certain number of for-
eigners. They are told how much to
buylocally and such things but there
is no guarangee that locals will ben-

and ends in 2019 and is financed by. ~ efits from such conditionts® -

. He says even the condition that

foreign companies shiould enterinto ' :

joint ventures with locals if they
want to work with oil and gas com-
panies is not a puarantee for locais
tobenefit.

“What is happening is that few
rich péople in the coumfry enter into
joint ventures with foreign compa-
nies and they meet conditions ont-
lined in the poliey. But in fact, it is

.the rich who benefit”

- On promoting local producers to
meet the demand, the LCP states
that in case locals fail to meet the
demand, oil and gas companies will

be free to source goods and services -

abroad. -

“How many farmers in the coun-
try can meet quantity and quality
demanded? Experience from the
mining sector shows: that only few
loeal firms supplies goods and serv-

“jces, A large amount of goods and

services were sources ouside the
country. This was supposed to be
a lesson when drafting the LCP
in pil.and gas by looking at strat-

.‘egies through which locals would

have been empowered to be able
to satisfy the needs,” he elabotates.
Dr Kinyondo says in his report

launched in November last year

titled "Alternatives to local content’
proposes a number of things includ-
ing increasing taxes and lessening
.the eonditions for the participation
of locals. The target of this proposal

is to have the tax which will be col-"

lected to be used to empower locals
to produce enough quality goods for
the industry,

“Through the increased income
from the taxes, the govermment

Onee, .

- pouliry keepers

complained to me
about the market.
1talked to one
company. and it
agreet to start
huying chickens
from them. But
alter two weeks
the poultry
keepers had
nothing to supply
to the company”

PROF SOSPETER
MUHONGO

could roll out a number of pro-
grammes to empower farmers, for
instance, to produce enongh quality
food which will be sold to il and gas
processing plants and ailied facto-
ries” )

He poimts out that in countries
such as Botswana, the government

“has specifically set conditions under .

which the investors and the gov-

. ernment equally share profits from
- mining activities after removing the

operation costs while Tanzania laws
give the country only 30 per cent in
form of corporate tax and a percent-
age of royalty depending on the type
of the minerals tnvolved.

He notes that if the govermnent .

does not empower small-scale farm-
ers, the rich people will always con-
tinue to shortchange them.

“Rich people will continue to act
as middlemen by collecting crops

from poor small-scale farmers and

sell them to gas and oil companies.
And the way middlemen oper-
ate, there is no way the small-scale
farmer is going to benefit under this
arrangement,” he cautions,

Government assurance
But the governinent is on the
defensive, saying locals will benefit
jummensely from the policy. :
The minister for Energy and
Minerals, Prof Sospeter Muhongo,
adoiits that local producers have

. small capacity to satisfy the mar-

ket to be created by the oil and gas

industry players. S

He notes that farmers and pasto-
ralists have no capacity to meet the
quality and guantity benchmarks
but that will change if they also
change their mindset.

towards cyeating awareness among

-local ‘producers on what they are

supposed to do to meet the demand
of the market.
“Once, . poultry keepers com-

. plained tome sbout the market. T

talked to oné company and it agreed
1o start buying chickens from them.

" But after two weeks. the poultry

keepers had nothing to supply to the

_company, They had finished all their

chickens,” he told TBC recently:
He says people should take.note

it the localeontent policy haswid-
. ened the base through which locals

can benefit from oil and gas subsec-
tor. He says people should not only
look at supply of agricultural pro-
duce. There are other opportunities

_such as catering services, transpori
-~ and diréct employment to name brat

afew.

. Though local producers have low
capacity, Prof Muhongo told this
paper that LCP had widened the

" scope of apportunities by allowing
Tanzanians to participate in accord-

ance with their capacity.
.~ He notes-that LCP recognises
small, medinm and large companies

- which can supply goods or services

‘in the oil and gas industry: -
“Therefore, Tanzanians should
not sit back and complain that they

+ don’t have capacity. There is xoom

for them to form small companies
‘which the L.CP guarantees them of
markets for their produce and serv-
ices.” :
Empowerment ‘

. To do away with the possibility of
mddlemen giving sinall producers

. a raw deal, Mr Simbeye calls on the

government to intervene.

“Jt is true that some cunning
people might take advantage of the
situation to exploit the poor, this

He s_a.ys-his. ministry sty s geared

ﬂia]]enge can be addressed though

regulations accompanying the legis- -

fation,” he says.

THe says TPSF has established 4
Business- Development Centie to
assist small producers in improving
their capacify.

But he says there is a need for the
government, local producers and
the big companies in the subsectbr
tohave dialogue toset arrangements
on how the companies are supposed
toputpreferences on theuse oflocal
products; .

“The "companies themselves
should buy what is produced locallly
before looking abroad.”

Tanzania Minerals Audit Agency
spokesman Yisambi Shiwa, says

. embracing local content is ope of

major challenges in the mining sec-
tor. -

“The challenge stems from the .

fajlure by locals tomee the demands
of the sector. For instance, at one
time Geita Goid Mine demanded
eggswith yellowyolk. Wehave chicl-
ens it they don't produce that kind
of eggs, The mine also wanted pigs

aged sixmonths, Butlocal producers

could not meet the quality demands
and the mine had to import them.”

He says the company preferred
to buy the products locally because
it vas cost effective as it does not
invelve irnport duties,

“In 2013, Mantra Resources Tan-
zania Limited which mines urani-
um in southemn regions gave farm-
ers capital to rajse quality chickens
and grow vegetables for its use. The
farmers could not produce gnality
chickens andvepetables”

But, Mr Shiwa notes thai few
‘Panzapians have managed to meet
qualities of the mining companijes.

He gives the example of a com-
pany managed by Kibala Urban MP

Silvestry Koka that has been provid-

People walk pasta
gas pipeline.

" ing catering setvices in a number of

Tines,

‘High expectations

Research conducted in 2014 by
Twaweza. shows that 31 per. cent’
of respondents believe that profits

from oil and gas activities will be

. equally shared by all Tanzanians.

Thirty-sevén per cent believe
thatit is government officials and
rich people who will benefit from
oil and gas: Nineteen per cent of the
respondents feared that given the
country’s inexperience in oil and gas
mightbean opportunity forbigcom-

. paniies to cheat and iake large share
of the profits. Eleven per centofthe -

respondents feared resource curse
which would lead to conflicts, :

According to the Model Profit
Sharing Agreement (MP5A), Tan-
zania will benefit from oil and gas
through taxes and royaltes. .The
Tangzania Petrolenm Development

- Corporation (TPDC) will  sign the

deals on behalf of the government.

According to TPDC, under MPSA, .
- when production reaches its peak

(1,500 millions of standard cubicfeet
or MMscfand more) Tanzania share
of the profit will be 85 per cent while
the investor will walk away with the

| renaining15 percent after removing

the operation costs.

But the Natural Resource Govern:- ‘

ance Institute manager in East and
Southern Africa, Mr Silas Olan’y ,
says MPSAnotwithstanding, there is
adanger that the country would lose
to the big investors, who might cheat
on the operation costs to reduce the
amaunt of profits. :

“There are many avenues which

big companies might use to inflate
the operation costs unnecessarily. If

the government is not careful, andit-

ed accounts wili always show a very

small profits,” he says.




