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CHAPTER 14:
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and gas sector: Challenges and opportunities
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1. Introduction: Challenges and opportunities in Uganda’s 
Oil and Gas sector 

Natural resources offer countries a unique opportunity to drive socio-economic transformation. 
If well managed, revenues from the exploitation of natural resources as well as rising 
demand for local goods and services from incoming foreign investors can act as a powerful 
driver of growth, create jobs and improve livelihoods. However, the global experience 
clearly demonstrates that reaping the benefits of natural resources is not automatic. 
Rather than act as an engine of economic growth, resource discoveries – especially in 
oil and gas – often result in developments that impede on economic growth, such as a 
decline in export-oriented sectors due to an appreciating exchange rate. In the literature 
this phenomenon has been labelled as the “resource curse” or “Dutch disease”. Crucially, 
many scholars48 have argued that the ‘Dutch disease’ and resource-related conflicts are 
a result of poor management of natural resources, specifically when policy fails to link 
exploitation to other sectors of the economy. The ramifications of a ‘Dutch disease’ are 
of serious concern not only to governments but also to oil companies that are increasingly 
willing to work towards strengthening partnerships in the environments they operate in.  

The first commercially viable oil in Uganda was discovered in the Albertine Graben 
in 2006. To date, 6.5 billion barrels of oil have been confirmed in the 21 discoveries 
made, out of which 1.4 billion barrels are estimated as recoverable.49 The recoverable 
oil reserves can support production of up-to 260,000 barrels of oil production per day 
for 15 years.  In per capita terms, Uganda’s proven reserves convert to about 46 barrels 
per person over this period.50 Cumulatively, the sector has already attracted investments 
amounting to US$ 3.8 billion into exploration, appraisal, and development activities.  

The Covid-19 pandemic seems not to have affected progress towards first oil production in 
Uganda. Indeed, some of the key investment decisions have been taken during this period, 
including the sign-off on Tullow’s farm-out and the signing of three key agreements51

relating to the crude oil export pipeline. With these agreements in place, the awarding of 
construction contracts (EPC) is expected to follow.  This will open-up opportunities for 
the participation of Ugandans, with Ugandan companies in position to greatly benefit from 
the involvement of world-class service companies, expected joint-venture partnerships 
and sub-contracting opportunities. An additional US$ 15-20 billion is to be invested in 
the development and production phases, leading up to first oil now expected in 2025.  In 
addition, analysis based on a long-term price assumption of US$ 60 per barrel suggests 
48  See, for instance Stevens, P (2003) “Resource Impact: Curse or Blessing? A Literature Survey”.
49  Forty percent of the prospective resource has been explored, and 10 percent has been licensed. Forthcoming 

licencing rounds are expected to yield more oil discoveries, given that in the previous exploration, Uganda has 
had an 88% success rate of finding oil, compared to a 25% global average.

50  See World Bank (2020) “Uganda Oil Revenue Management – Closing Gaps in the Fiscal and Savings Frame-
works to Maximize Benefits.”

51  Host Government Agreement, Transport & Tariff Agreement and Shareholders agreement signed on April 11, 
2021, by the governments of Uganda and Tanzania together with the international oil companies. 
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that government revenue would average US$ 1.3 billion per year and reach a peak of 
about US$ 2.3 billion during the peak production year.

While Uganda’s proven reserves do not rank among the world’s large producers, the 
benefits to the economy are potentially large, directly through revenues, investments, 
oil exports and the wider linkages to the non-oil economy.  However, these benefits 
are neither automatic nor guaranteed, unless the resource is managed appropriately. 
The government has a crucial role to play through establishment and strengthening 
of appropriate institutions, mechanisms and policies that supports the development of 
synergies with domestic industries that can harness these benefits. 

Cognizant of the opportunities and challenges associated with the country’s nascent 
Oil and Gas sector, since 2013 the Government of Uganda has taken deliberate actions 
aimed at promoting local content within the sector. Already prior to that, the 2008 
National Oil and Gas Policy set a strong emphasis ensuring national participation in 
the sector. While it is too early to determine the effectiveness of the policies in place, 
the current framework can be compared to international best practices and lessons can 
be drawn that will allow the country and oil companies to effectively prepare for future 
exploitation of Oil and Gas. 

The remainder of this paper examines local content development in Uganda including a 
review of the country’s regulatory framework. This chapter also discusses the progress 
and challenges faced during the implementation of local content policies and provides 
recommendations targeted at enhancing local content.   

2.	Local content management in Uganda’s Oil and Gas 
sector

Nearly all resource-rich countries are engaged in efforts to promote local content to 
secure benefits in the form of employment and higher incomes for their citizens. The call 
for policies to strengthen local content reflects the widespread impression that policies 
aimed at simply attracting investment in extractive industries – with the prospective to 
raising government revenue through taxing these firms – have yielded insufficient results 
in creating benefits for the wider population. Uganda’s approach towards promoting 
local content focuses primarily on legal and regulatory frameworks.  

2.1	 Regulatory framework

The 2008 National Oil and Gas Policy (NOGP) lays the foundation for Uganda’s local 
content regime. The policy emphasizes national participation in oil and gas activities 
through its objectives number 7 and 8, which relate to optimum country participation in 
sectoral activities, the expansion of employment opportunities for Ugandans, and support 
for the development of competencies for national entrepreneurs and the workforce to 
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competitively supply goods and services to the Oil and Gas sector.  The policy lays out 
deliberate government actions to support local content focusing on three main areas:

(i)	 Establishing a regulatory framework for state participation in the exploitation 
of natural resources and implementation of national content,52

(ii)	 Establishing an institution to take charge of state participation in the sector 
and monitor compliance; and 

(iii)	 Identifying opportunities for national content in the sector and plan for its 
implementation.53 

While the Uganda’s petroleum laws contain some specific provisions relating to local 
content in the petroleum sector, a comprehensive piece of legislation that will govern local 
content issues is contained in the National Local Content Act (NLCA). The NLCA was 
passed in 2020 but awaits assent by the President by the time of writing. The NCLA is 
the outcome of extensive consultations and dialogue between all key stakeholders in the 
oil and gas sector.  The act defines local content to include ‘the quantum or percentage 
of locally produced goods, locally produced services and the utilisation of personnel, 
financing, goods and services by a local content entity in any operation or activity carried 
out in Uganda’.  By doing so, the goal is to drive in-country value creation and retention 
whilst ensuring competitiveness, efficiency, and effectiveness. The development of local 
content is regarded as a crucial effort towards encouraging linkages in the extractives 
sector thereby enabling Ugandans to derive maximum gains from the development of 
the industry. The overriding objective is to promote active participation of Ugandan 
citizens and businesses in the sector to at-least 80 percent of total jobs and economic 
activity in the same within 10 years.  Figure 1 illustrates key pillars of Uganda’s local 
content strategy for the oil and gas sector. 

                            Figure 1: Key pillars of national content in Uganda.

		      Source: National Oil & Gas Policy, 2008. 
52	  The terms “National content” and “local content” are used interchangeably for the purposes of this paper.
53	  National Oil and Gas Policy, 2008.
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The promotion of Ugandan content is also embedded in the two petroleum legislations - 
the Petroleum (exploration, development, and production) Act, 2013 and the Petroleum 
(refining conversion, transmission, and mid-stream storage) Act, 2013. These pieces of 
legislation provide for state participation in petroleum activities and require preference 
for the provision of goods and services to be granted to Ugandan entrepreneurs (Part VII 
of the mid-stream law and VIII of the upstream law). The acts also contain sections on 
training and employment of Ugandans and on technology transfer. The model production 
sharing agreements and joint operating agreements contain provisions that guarantee state 
participation in petroleum activities and sourcing of goods and services by international 
oil companies from Ugandan owned businesses.  Relevant regulations under the upstream 
and midstream laws were completed in 2014 and require operating oil companies to 
present a program for the recruitment and training of Ugandans that needs to be approved 
by government. The regulations also require presentation of procurement plans that 
demonstrate preference for goods which are produced and are available in Uganda, and 
services which are offered by Ugandan citizens and companies.54 

To steer and monitor implementation of these provisions targeted at increasing local 
content, the government created a unit within the Petroleum Authority of Uganda (PAU).  
The unit is also responsible for working with local contractors and Ugandan companies 
to develop their capabilities.  Figure 2 provides an illustration of Uganda’s national 
content regulatory framework.

Figure 2: Uganda’s national content regulatory framework.

                   Source: Petroleum Authority and Ministry of Energy and Mineral Development. 

54	  Where goods and services required are not available in Uganda, these shall be provided by a company which 
has entered into a joint venture with a Ugandan company.
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2.2	 Progress on local content implementation

While many resource-rich countries have enacted regulatory frameworks on local content, 
implementation of such policies have often failed to achieve the desired results, especially 
in developing countries. For example, the high level of skills, knowledge and technology 
required to actively partake in procurement activities for the oil and gas sector poses a 
significant implementation challenge. 

In Uganda, given that commercial exploitation is yet to begin, it is too early to fairly 
assess the full impact of the national content framework vis-à-vis its goals and objectives. 
However, results during the exploration phase give reason to be optimistic. For example, 
between 2008 and 2017, the Petroleum Authority of Uganda (PAU) reported an upward 
trend in the value spent on national content in the oil and gas sector which cumulatively 
amounted to nearly one-third of investments in the sector in 2017 (cf. Figure 3). PAU 
also reports that the share of procurement contracts to Ugandan companies has been 
increasing, doubling in the first 5 years of activities, and was reported at 72 percent in 
2019. This progress can partly be attributed to the commitment of oil companies (CNOOC, 
Total E&P and Tullow) over the years to foster national content development in Uganda 
and has been accomplished by actively engaging with the local business community 
through supplier expansion and contracting activities. Through these engagements, the oil 
companies have provided direct assistance to strengthen capacity of domestic companies 
and offered appropriate support to specific sectors.  

Figure 3: Use of Ugandan goods and services in the country’s oil and gas sector.
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Further, in 2013, an industry baseline survey was undertaken to identify the sectors 
likely to be directly or indirectly impacted by oil and gas projects in Uganda. The survey 
revealed 25 critical industries with a high potential for national content based on an 
assessment of both their benefits to the country (number of jobs created and skill-level 
of jobs) and feasibility (investment intensity and ramp up time required to reach oil and 
gas standards).55  Some of the areas that local companies have been engaged in include: 
freight forwarding and customs clearance, legal advisory services, hospitality and catering 
services, waste collection and management, provision of personal protective equipment, 
and survey services. The development of capacity in hazardous waste management in 
Uganda has emerged as a success story from efforts to integrate domestic suppliers into 
the value chain. The country moved from having no capabilities in waste management 
in 2013 to a pioneer and state-of-the-art oil waste treatment plant in Nyamasoga56 by 
the end of 2015.  

To enhance the visibility of the Ugandan companies with potential to supply goods and 
services in the oil and gas sector, in 2017 PAU established a register – the national suppliers 
database, as a one-stop centre from which oil companies can seek qualified contractors 
for supply of goods and services.57  The register includes Ugandan and foreign registered 
entities that have been fully vetted by the PAU as meeting the minimum standards to 

55	  Industry Baseline Survey, 2013.
56	  A $20 million waste treatment plant set up by a South African waste management company in partnership with a Ugandan 

company. 
57	  The practice of providing incoming and potential foreign investors with a database of possible suppliers through websites or 

comprehensive publications is a practice that has been spearheaded in Africa by the International Growth Centre. For example, 
Sutton et al (2010 – 2014) create Enterprise Maps listing leading suppliers of goods and services in five African countries 
(Ghana, Ethiopia, Mozambique, Tanzania and Zambia) to provide investors with a detailed overview of local capacity and 
opportunities. These Enterprise Maps are accessible online: https://www.theigc.org/project/the-enterprise-map-series/ 
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supply to the sector. Contractors on the list are expected to meet other procurement and 
technical requirements of the specific supplies required by the oil companies.  By 2020, 
the number of entities that qualified and are registered on the database were 1 807, up 
from 513 entities in the first year of registration.  Out of these, 1 299 entities or (72 
percent) are Ugandan companies. Figure 4 illustrates trends in the entities registered 
on the database. 

Figure 4: Number of companies on the National Suppliers Database.
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Another milestone in the country’s efforts to promote local content is related to building 
capacity and creating employment opportunities for Ugandans. The national content 
regulations require licence holders to develop and submit detailed plans on recruitment 
and training. Within the first five years of operations, companies are expected to increase 
recruitment of Ugandans in management and technical positions to 85 percent and 70 
percent, respectively, from 30 percent and 40 percent at the outset of operations, while 
all mid-level and support positions should be occupied by Ugandans. Employment data 
compiled by PAU indicates that between 2008 and 2017, the number of persons in direct 
employment in licenced companies58 was above 1 000, out of which more than 70 percent 
were Ugandans. Since 2018, there was a slow-down in upstream activities in the sector 
as the companies prepared to transition from the exploration to the development phase.  
With the scaling-down in the volume of activities, data on overall employment was not 
readily available.  However, according to an industry baseline survey, the development 
phase is expected to generate more than 160 000 jobs, provided sufficient domestic 

58	  CNOOC, Total E&P and Tullow. 
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supplier integration into the value chain is achieved.  To harness these opportunities, 
PAU has put initiatives in place geared towards facilitating well-qualified Ugandans 
to position themselves to take up offers. Key among these was the establishment of an 
oil and gas national talent register to capture qualified individuals that could pick up 
employment opportunities.59  Other efforts have included supporting capacity development 
for government officials in various agencies, support for certification of technicians 
and international accreditations of training institutions, and support to private sector 
business incubation.          

2.3 Challenges to increasing local content in Uganda’s Oil and Gas sector

Local content strategies – as an avenue to maximise social and economic benefits from 
oil and gas extraction in Uganda – face implementation hurdles related to the specificity 
of the sector.  Some of the key constraints preventing local suppliers from catering to 
the sector include insufficient skills, lack of capacity and access to finance as well as 
the absence of internationally recognized certification.  

With respect to labour, the extractives sector has high requirements for a wide range of 
technical skills-set which are in short supply and take time to develop, for instance drilling 
rig operators, welders, and instrumentation technicians.  The shortage of skilled labour 
in Uganda hurts local companies, as they find it difficult to hire Ugandans with requisite 
qualifications in technical disciplines needed to supply to the Oil and Gas sector. Regarding 
the use of local goods and services, obstacles related to sourcing locally are mostly due 
to the low standards of local enterprises. As with labour, the goods and services required 
in oil and gas projects are highly specialised and involve sophisticated technologies 
(such as seismic acquisition, rig and well management services) that may not be readily 
available or on offer by the local suppliers. In absence of these, oil companies continue 
to rely on global and long-established supply chains for certain goods and services to 
ensure that inputs used meet global quality standards and that projects are delivered 
on time. Other non-technical capacity issues include complex procurements systems 
and challenges of delivering at the scale required by the large nature of contracts in the 
sector. This challenge has been partially mitigated through local enterprise development 
and training facilitated by government and the private sector, and by encouraging local 
enterprises to form joint ventures with foreign companies with supply capacity.60 

Beyond capacity constraints, local businesses are faced with funding challenges.  The 
inability to raise capital has made it difficult for them to expand and meet the demands 
necessary to supply to the sector. Furthermore, local businesses are challenged by lacking 
international quality certifications.  Without an accredited institution in-country for 
certifications, would be domestic suppliers rely on international institutions, greatly 
delaying the conduct of business.  Other internal factors such as high costs of production 
59	  At the time of writing the register had more than 2 800 Ugandans listed. 
60	  Examples of successful joint ventures include Atacama a local company partnering with Digby wells on undertaking Reset-

tlement Action Plans and Geotechn (local) with Geomechanics on undertaking geotechnical works.
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impact on their ability to supply in bulk and as a result many companies have lost business 
to more competitive large and foreign companies. 

3.	 Towards more local content in Oil and Gas: Options for policy

For local content policies to be effective it is essential that government pro-actively 
creates an environment that promotes strong links between local labour and businesses 
with international oil and gas companies. Until now, the focus has been on the use of 
legal and regulatory instruments to “force” such linkages. Especially in a low-capacity 
environment such regulations and local content requirements have the potential to 
undermine the development of Uganda’s oil and gas sector into a globally competitive 
industry. Instead, emphasis should shift towards promoting market-enabling policies 
that actively support local businesses in their aspirations to become suppliers to the 
industry. This paper concludes with presenting a range of policy responses available to 
the government to strengthen local content management in Uganda’s oil and gas sector.

•	 Successful policies to support local content have generally focused on building 
the capacity of local businesses and investing in human capital.  Deliberate efforts 
should be dedicated towards improving the performance of Ugandan businesses 
with a long-term goal of making these businesses more competitive.  Local 
businesses should be supported to understand how to do business with firms in 
the oil and gas sector, for instance by producing goods to the required standard 
in terms of quality and safety, adapting themselves to international extractives 
companies’ bidding processes, and taking steps to acquire international certification. 

•	 For investments in human capital, capacity should be built in training institutions 
which target to train the labour force for the oil and gas sector, especially in 
vocational fields.  Such efforts should be ramped up beyond the Petroleum 
Institute in Kigumba and include other institutions.  The focus should also be 
extended to strengthening capacity of training institutions involved with sectors 
that will provide support services to oil and gas, such as Ugandan agriculture, 
manufacturing, transport, insurance, and other service providers.

•	 Local content policy will be more effective if oil companies are aware of the 
capabilities of local companies. The already existing National Suppliers Database 
should be extended to include information on individual domestic firm capabilities 
(firm performance, markets served, transaction history) in areas relating to the 
oil industry to better guide multinationals’ decisions. 

•	 Prioritise high-potential productive industries and firms for targeted Supplier 
Development Programmes.  Government should work with industry to identify 
parts of the value chain where local firms have capabilities for timely delivery 
of the required quality or where the potential to build capacity exists.  Such an 
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identification process allows for the design of capacity building measures and 
the removal of administrative barriers to entry. The sectors identified need not 
be high technology industries; agriculture is one of the sectors that should be 
targeted since additional demand for this sector allows local farmers to invest 
and raise their productivity. 

•	 Develop interventions to target supply-side constraints to domestic business growth 
and productivity, including access to affordable credit and standards certification. 
With many would-be domestic suppliers lacking access to funding required to 
reach the scale of production necessary to enter the oil and gas supply chain, 
deliberate efforts to improve access to finance for qualifying businesses should 
be explored in partnership with financial institutions.61 Beyond financing, there is 
need to strengthen the regulatory environment to include standards certification. 
An effective standards system would strengthen the case of oil companies to 
using domestic suppliers and ensure that domestic industries follow standards 
which are in accordance with international practices. 

   

61	  One example would be establishing a suppliers financing scheme, which is supported by 
local banks to assist potential suppliers in accessing affordable finance.  
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Summary for the EGF book

Many sub-Saharan African (SSA) countries are less resilient 
to global shocks such as pandemics and economic depressions, 
resulting into substantial financial blow to households and 
businesses. The global Covid 19 pandemic and the corresponding 
economic ramifications severely hit SSA countries, Uganda 
inclusive. At the same time, economic downturns and general 
uncertainty across the globe have cut into exports and depressed 
foreign investments. Responding to these challenges and 
strengthening the emerging economic recovery requires decisive 
evidence-based policy action.

This book outlines some key recommendations for necessary 
policy reforms taking the case of Uganda.  The various chapters 
draw on the insights and ideas presented at four Economic 
Growth Forums – an annual high-level exchange hosted by 
the Ministry of Finance, Planning and Economic Development 
in collaboration with the International Growth Centre. The 
objective of the book is to provide policy options that can be 
adopted by low income countries like Uganda to deal with 
growth challenges as well as take advantage of opportunities 
that arise, like new markets and technologies. It also outlines 
strategic interventions that can be adopted by governments to 
support a brisk and robust economic recovery that benefits all 
citizens.


