|

7/ “““\\\ A ECO" SEARCH

% // RESEARCH IN AGRICULTURAL & APPLIED ECONOMICS

The World’s Largest Open Access Agricultural & Applied Economics Digital Library

This document is discoverable and free to researchers across the
globe due to the work of AgEcon Search.

Help ensure our sustainability.

Give to AgEcon Search

AgEcon Search
http://ageconsearch.umn.edu
aesearch@umn.edu

Papers downloaded from AgEcon Search may be used for non-commercial purposes and personal study only.
No other use, including posting to another Internet site, is permitted without permission from the copyright
owner (not AgEcon Search), or as allowed under the provisions of Fair Use, U.S. Copyright Act, Title 17 U.S.C.


https://makingagift.umn.edu/give/yourgift.html?&cart=2313
https://makingagift.umn.edu/give/yourgift.html?&cart=2313
https://makingagift.umn.edu/give/yourgift.html?&cart=2313
http://ageconsearch.umn.edu/
mailto:aesearch@umn.edu

RESEARCH REPORT No. 12

NATURAL RESOURCE
MANAGEMENT IN THE
ALBERTINE GRABEN
REGION OF UGANDA:

Baseline Survey Report

February, 2015
-






NATURAL RESOURCE
MANAGEMENT IN THE
ALBERTINE GRABEN
REGION OF UGANDA:

February, 2015



NATURAL RESOURCE MANAGEMENT IN THE ALBERTINE GRABEN REGION OF UGANDA:

Baseline Survey Report February, 2015

Table of Contents

1. Introduction 1
The Survey 3
Study Data and Methods 3
Study Design 4
Organization of the Report 5
2. Familiarity with Oil Activities and Observed
Changes since 2008 6
Familiarity with Oil Operations in the Albertine Region 6
Support for oil operation in the Albertine Region 7
Changes in livelihoods after since commencement of oil exploration activities 7
Changes in the Availability of Commaodities since the Onset of Qil
Exploration 10
3. Readiness and Trust for Leaders Regarding Oil
Regulations and Production 15
Readiness for Oil Activities in Uganda 15
Trust for Leaders by Communities 20
Perceptions Regarding the Addressing of Oil Concerns 22
Decision making Regarding Oil Activities 24
4. Expectations from Oil Activities/Revenues 28
The Sharing of Oil Resources 28
Who Is Expected to Benefit from Oil Resources? 28
Who Is Expected to Benefit the Most? 31
What Are the Other Expected Changes as a Result of Oil Activities? 31
5. Conclusions and Policy Options 34
Readiness to commence oil production: 34
Government’s ability to effectively and efficiently manage the oil resource: 34
Institutions and leadership: 35
Impacts on livelihoods and availability of commodities and services 35
Gender, locational, ethnicity and income disparities. 35
Management of the environment: 36
Some Policy options: 36
Ensure Transparency and accountability at all levels of oil production: 36
Ensure strict implementation and coherence to the developed legal and
institutional framework: 36
Empowering local governance structures and institutions in oil districts: 37
Ensure social equity: 37
Appendix: 38
Map showing natural resource management in the Albertine Graben
region baseline survey coverage 38



List of Tables and Figures

Table 1. Average Household Characteristics by Stratification Area 4
Table 2. Knowledge about and support for oil 9
Table 3. Reasons for the Changes in the Observed Availability of Products and

Services in Intervention Districts 14
Table 4. Who Is Expected to Benefit the Most from Oil Resources? (percent) 31
Figure 1. Changes in the Availability of Household Products and Services

between 2008 and 2014 (percent) 11
Figure 2. Uganda’s Readiness for Oil Activities 15
Figure 3. Perceptions about Preparedness for QOil by Level of Education 17
Figure 4. Perceptions Regarding Preparedness for Oil by Household Wealth

Status 17
Figure 5: Opinion regarding readiness by migration status (%). 19
Figure 6. Trust for Leaders to Make Laws 21
Figure 7.  Trust for Members of Parliament 21
Figure 8. Trust for the Petroleum Exploration and Production Department 23
Figure 9. Where Would You Mainly Go to Express Oil-Related Concerns? 23
Figure 10. Do You Think Your Concerns Would Be Addressed? 25
Figure 11. Who should be Responsible for Addressing Any Negative

Effects of Oil Operations? 26
Figure 12. Will Oil Projects Benefit the Poor? 29
Figure 13. The Expected Distribution of Benefits from Oil 30
Figure 14. Perceptions Regarding Corruption as a Result of Oil Activities 32

G107 ‘Alenige4 1oday A3AINng auaseq
‘VANVON 40 NOIDTY NIGVHO ANILYIFGTV FHL NI LNJWNIOVNVIN 3OHNOSTY TVINLYN



G107 ‘Alenigaq 1oday AsAINg auljaseg
‘VANVON 40 NOIDTYH NIGVYO ANILYIFTV FHL NI LNJWNIOVNVIN 3OHNOSTY TVINLVYN

iv



1. Introduction

Uganda discovered commercially viable oil reserves in its Albertine Graben region in
2006, and as of 2014, oil reserves were estimated at 6.5 billion barrels (1.4 billion barrels
are estimated as recoverable) after exploration of only 40 percent of the region. With the
proposed lifting of the moratorium on exploration in new areas, it is expected that known
reserves could substantially increase and elevate Uganda to the rank of other mid-sized
oil producers —roughly comparable to Gabon, the Republic of Congo, Chad and Trinidad
and Tobago.! Furthermore, during 1998-2013, Uganda managed to attract US$ 2.4 billion in
foreign direct investment in petroleum exploration.? It is expected that Uganda could earn
at least $2 billion a year for 30 years once oil production commences. This prospect holds
unprecedented potential to accelerate development and drive the country’s transformation
into a regional and even global economic player. As envisioned in Uganda’s national oil
and gas policy, the country’s oil resources could also be crucial for alleviating mass poverty
and improving national living standards.

However, exploration of natural resources such as oil is also associated with pitfalls such as
economic distortions; a weakening of the relationship between people and the government;
increased corruption; and internal tensions, as is evident in countries like Nigeria, Angola,
and Gabon.? Additionally, if the exploitation of the resources is not well managed, it could
have adverse effects on the environment, including national parks, bodies of water, game
and forest reserves.* Petroleum production can also affect air quality and the surrounding
vegetation, as has been witnessed in the Niger Delta. Uganda’s Albertine Graben region,
which stretches along the entire western border of the country, is host to rare biodiversity.
At least 5,793 different plant varieties have been recorded in the region, and 551 of these
species are endemic to it. The Albertine Graben’s Lake Albert has 53 different fish species,
and approximately 10 of these are unique to the lake and thus are found nowhere else
in the world. The region’s residents depend on these critical natural resources for their
livelihoods —in agriculture, fishing and tourism —all of which could be adversely affected
by oil exploitation.

The Government of Uganda has taken significant strides to ensure that the appropriate

1 In 2007, prior to the announcement of the discovery of commercial deposits of oil in Uganda, the government of Uganda placed a
moratorium on the issuing of new licensing oil exploration licenses. The suspension of issuing of licenses was meant to enable the
government put in place the necessary laws for the management of oil resources. Although, by June 2014, some of the required
legislation was in place (e.g. Uganda’s upstream law, the Petroleum Exploration, Development, Production Act 2013); there were
outstanding regulations — especially relating to management of the anticipated oil revenues. In June 2014, the Petroleum Exploration
and Production Department announced that it expects the moratorium to be lifted by the second half of 2015.

2 Ministry of Energy and Mineral Development (2008) Progress of Implementation of the National Oil and Gas Policy for Uganda,
June 2014. http:/ /www.petroleum.go.ug/uploads/resources/Policy_Implementation,_June_2014_booklet.pdf

3 Choudhury, C., Coca, N., Jeansonne, M., Kawomoto, K., Lanier, F., Smith, 1.D., Swaminathan, S., Wilhemlsen, F., and Radon, J
(2012), “Oil: Uganda’s Opportunity for Prosperity,” School of International and Public Affairs, Columbia University, New York, at
http:/ /www. acode-u.org/documents/ oildocs/ Columbia % 20University % 20-%20Uganda % 200IL.pdf.

4 Ministry of Energy and Mineral Development (2008) National Oil and Gas Policy for Uganda. http:/ /www.petroleum.go.ug/
uploads/resources/17.NATIONALOILANDGASPOLICYFORUGANDA _.pdf
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policies, institutions and legal framework exist to harness the projected benefits of the
Albertine Graben’s oil resources and concurrently to ensure that the environment is
managed sustainably. The country already has a national oil and gas policy, and a number
of laws meant to guide the management of oil resources have already been passed by in
Parliament, including the 2013 Petroleum Exploration, Development and Production Bill;
and the 2013 Petroleum Refining, Conversion, Transmission and Midstream storage Act.
It is only the law relating to the management of oil revenues i.e. Public Finance Bill, 2012
that is yet to be passed by parliament.

Infrastructural developments to support the exploitation of oil reserves have been initiated
with the construction of the Hoima-Kaiso-Tonya Road (2012-15) and the 9 megawatt
Kabalega Power Station. Plans are also under way to build a medium-sized oil refinery in
Hoima district. On the other hand, the developments in the Albertine region have also led
to a heightened sense of insecurity. Specifically, while the government has embarked on
mass infrastructural development that has necessitated the resettlement of some residents
and natives of the Albertine region from their land (e.g., construction of a limited-access
highway and the planned oil refinery); property and land transactions, along with incidences
of perceived land grabbing (i.e., eviction from land without adequate compensation), have
also been reported to have risen over time. In addition, an environment of mistrust had
engulfed the country when allegation of corruption in the conduct of oil negotiation were
tabled before the Parliament of Uganda.

Furthermore, the discovery of and continued exploration for oil in the Albertine region
has raised the expectations of those living both in and outside it. Expectations range from
opportunities for employment to increased business activity and in some cases direct
monetary benefits from the oil revenue (e.g., grants). As a result, the region has witnessed
an influx of new businesses and migrants from non-oil districts that have come in search
for the promise of better economic opportunities.

This report presents the results of a baseline survey conducted Albertine region as well as
neighbouring districts on experience of oil exploration activities and expectations from oil
developments. The baseline seeks to identify the effects that oil exploration activities have
had on the people and the region. As part of the pre-exploitation analysis, the baseline
provides information on awareness about oil activities, expectations about the oil resources
and people’s trust vis-a-vis the authorities with regard to the proposed exploitation and
use of the expected resources. A primary object of the baseline is to establish a basis for
future evaluation of the impact of exploitation-related activities on employment, migration,
businesses, livelihood strategies and the environment.



The Survey

The baseline survey of natural resource management (NRM) in the Albertine region aims
to bring new data, tools and analysis to the task of explaining the effects of oil activities
on the region’s households. In particular, the survey collected information on ongoing
oil exploration activities and expectations of oil revenues from both oil areas (called
intervention districts) and non-oil areas (control districts). The initial phase was limited to
3 intervention districts and 9 other districts.

Specifically, this report aims to achieve the following objectives:

. Assess household knowledge of ongoing oil activities in the Albertine region;

. Assess what communities expect from the potential oil revenues;

. Assess what types of individuals have benefited from the oil exploration activities
since 2008; and

. Assess whether communities have experienced any negative effects arising from oil

activities (e.g., on the environment).

Study Data and Methods

The survey was based on a two-stage, stratified, random-sampling procedure. The
stratification was based on (1) intervention districts (i.e., districts with ongoing oil
exploration activities); (2) other intervention districts (districts with potential for future
exploration/production activities); and (3) control (districts outside the Albertine Graben).
Given that, at the baseline in 2014, there were no ongoing oil exploration activities in the
“other intervention” areas, in the analysis, this category of districts is considered part of
the control districts. For budgetary reasons, the initial phase of the NRM survey was based
on a quantitative survey of 1,541 households. All the three intervention districts of Hoima,
Bullisa and Nwoya were covered in the survey. The choice of these three intervention
districts was guided by the fact that current oil activities—especially exploration—
are concentrated in these specific districts. In addition, the survey covered four “other
intervention” districts (i.e., Nebbi, Masindi, Kasese and Kabarole), as well as five control
districts (i.e., Gulu, Oyam, Kamwenge, Rukungiri and Kyankwanzi).® In the first stage,
enumeration areas (EAs) were the principal sampling unit, and the selection of EAs was
based on the 2014 census by the Uganda Bureau of Statistics. In the second stage, 10
households were randomly selected from each of the EAs. A total of 1,540 households
were selected, of which 103 were dropped due to inaccessibility or because they could not
be located, leaving 1,437 households. Table 1 gives the average demographic and spatial
characteristics of the surveyed households. Forty well-trained, university-educated
research assistants conducted the surveys over a two-month period (March-May 2014).
In the following analysis, the “other intervention” districts are lumped together with the

5 A second phase, to include a community questionnaire, is currently being explored (see the map in the appendix showing the
envisaged coverage of the baseline survey).
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control districts —because oil activities are yet to commence.

Table 1. Average Household Characteristics by Stratification Area

Characteristic Type of district AT g
Intervention Other-. Control Households
Intervention

Female-headed household 23.5 26.2 23.2 23.9

Male-headed household 76.5 73.8 76.8 76.1

Househo}d head has moved at least 6 16.4 135 186 16.4

months since 2008

i(;:sehold is located in an urban 121 124 14.2 127

Average age of the household head 490 491 427 499

(years)

Average number Qf years of 53 56 56 55

completed schooling

Ethnicity
Banyoro 36.0 12.0 1.2 23.0
Acholi 20.8 0.0 17.7 16.1
Alur 17.4 23.6 0.6 14.5
Banyakole 1.6 1.1 253 7.2
Bakiga 6.4 1.5 15.1 7.6
Batoro 0.1 25.1 3.8 5.8
Bagungu 8.1 1.8 0.0 5.0
Other Ethnic groups 9.5 34.9 36.3 20.8

Type of employment for household

head
Agricultural Self Employment 73.1 724 67.0 71.5
Non-Agricultural Self Employment 12.9 14.2 15.7 13.8
Paid Employee 8.0 9.8 8.1 8.4
Other 6.1 3.6 9.3 6.4

Land tenure of the household
Customary/Communal 58.9 47.2 32.7 50.1
Free-Hold 31.8 41.6 48.1 37.7
Mailo Land 4.2 6.5 13.8 7.0
Leasehold 2.8 4.8 54 3.8
Don’t Know 2.2 0.0 0.0 1.3

Number of households 817 275 345 1,437

Source: Author’s calculations from the 2014 baseline NRM in the Albertine Graben Region survey.



Study Design

The survey was designed to assess retrospective oil activities as well as current ones.
Although actual discoveries of oil were made in 2006, in the survey, we chose 2008 as our
reference year. This choice was based on information collected from key stakeholders,
which revealed that it was 2008 when “heavy machinery” —a characteristic of intensive
oil exploration activities —started moving into the intervention districts. As such, all
retrospective questions refer to activities since 2008.

Oil activities were assessed in different ways. First, detailed information was collected
about any experience working for oil companies; familiarity with oil operations in the
district; communication channels and access to information; any displacement due to
oil-related activities; expectations and concerns regarding oil activities; environmental
conditions in the community; and experiences of being consulted by various stakeholders
on oil activities.

The survey also assessed various aspects of well-being, including migration status,
education attainment, labor market participation, housing conditions; household and
enterprise asset holdings and qualitative welfare indicators.

Organization of the Report

Therest of this reportis organized as follows. In section 2, we profile households’ familiarity
with ongoing oil activities as well as observed changes in the availability of commodities
since oil exploration activities started in 2008. Section 3 examines perceptions regarding
the government’s preparations for oil production activities as well as its ability to manage
oil revenues. This section also examines communities’ level of trust for their elected leaders
to make appropriate decisions regarding the management of oil resources. Section 3 then
analyzes who should address the issues/concerns arising from oil activities. Section 4
examines various expectations related to the use of oil resources —ranging from whether
the poor will benefit to whether corruption will increase in government as a result of oil
projects. Section 5 concludes and offers policy options.
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2. Familiarity with Oil Activities and Observed
Changes since 2008

Familiarity with Oil Operations in the Albertine Region

An assessment of the perceived and anticipated effects of oil activities on the Ugandan
public must start with an understanding of the public’s awareness and knowledge of these
activities. Table 2 shows that 60 percent of all individuals interviewed are aware of ongoing
oil operations but without specific knowledge of the various operations and activities being
undertaken. Those who are familiar with some of the on-going oil operations account for
29 percent of respondents, while 11 percent have never heard of oil operations. Assuming
that urban households have more and better access to information than rural households,
they would be expected to be quite conversant with ongoing oil activities.® Contrary to this
supposition, 51 percent of urban respondents are not familiar with specific oil operations,
37 percent are familiar with and knowledgeable of some operations and 11 percent have
never heard of the ongoing oil activities. Conversely, 62 percent of rural Individuals have
heard of oil exploration/discovery but are not familiar with specific operations, 28 percent
are familiar and 10 percent have absolutely no information on oil activities. In districts
where oil deposits have been confirmed, only 35 percent of respondents are familiar with
oil-related operations. Those who have never heard of and those who are aware of but are
not familiar with specific oil operations being undertaken accounted for 8 and 57 percent,
respectively.

With higher levels of education, there was a noted increase in the proportion of respondents
familiar with oil operations. The proportion of respondents who are aware of ongoing oil
operations but are not familiar with specific actions being undertaken is, respectively, 64,
62, 54 and 53 percent among those with no schooling, primary school, and O-level and
A-level education categories. Familiarity with oil operations is recorded by 25 percent of
respondents with no schooling, 28 percent with primary school, 36 percent with O-levels
and 34 percent with A-levels and above. In addition to this, support for oil operations
ranges between 46 and 49 percent of respondents for all education categories, while
opposition to oil operations ranges between 12 and 15 percent of respondents across all
levels of education.

When familiarity was examined through respondents” wealth/income levels, the baseline
results show that 68 percent and 51 percent of those in quintiles 1 and 5, respectively, have
heard about ongoing oil operations but have no specific knowledge of activities being
undertaken. Familiarity with oil operations ranges from 35 percent of respondents in

6 Following the 2014 Uganda Population and Housing Census (which was the basis for the sampling frame used in the NRM survey),
urban areas are defined to include only the gazetted urban centers (city, municipalities, town councils and town boards). By August 2014, there
were 197 urban centers, including 1 capital city, 22 municipalities and 179 town councils. See Uganda Bureau of Statistics, Uganda Population and
Housing Census 2014: Provisional Results Report (Kampala: Uganda Bureau of Statistics, 2014).

Il 6 |



quintile 5 to 23 percent in quintile 1.

Support for oil operation in the Albertine Region

The survey also inquired the extent to which residents of the oil exploration districts
generally support on-going activities. Specifically, the survey asked “Today, to what extent
do you support or oppose oil developments in your area?”. The possible answers ranged from
oppose strongly to strongly support, including do not know. The analysis revealed that
at least 70 percent of respondents support ongoing oil activities in Uganda, and these are
composed of 22 percent who feel “strong support” as well as 48 percent who support
the activities, though not strongly. At least 14 percent of the respondents oppose the
activities, while 10 percent are indifferent to them. No differences were observed between
the proportion of those who support, strongly support, oppose or are indifferent to oil
operations by gender. Conversely, a slightly higher proportion of urban dwellers than rural
dwellers support or strongly support oil operations in Uganda. Furthermore, 49 percent, 21
percent, 15 percent and 10 percent of respondents in oil-rich districts respectively support,
strongly support, oppose or are indifferent to oil operations.

The proportion of respondents supporting or strongly supporting oil operations rises as
wealth levels increase, with 59, 62, 71, 73 and 75 percent of those in, respectively, quintiles
1, 2, 3, 4 and 5 supporting oil activities. Opposition to oil operations in Uganda is low
across all levels of wealth, ranging from 17 to 9 percent; the 9 percent was recorded in the
highest wealth quintile.

Changes in livelihoods after since commencement of oil exploration
activities

Information was also collected from households in the oil districts regarding any perceived
change in livelihood status. Specifically, households were asked “On the whole, how, if at all
would you say your life has changed since oil operations (including exploration work) began?”. The
possible answers were: (a) my life is a lot worse; (b) my life is somewhat worse; (c) my life
has not changed; (d) my life is somewhat better; and my life is better. The analysis revealed
that since oil operations started, livelihoods were reported not to have changed, improved
or worsened by, respectively, 87, 8 and 5 percent of respondents for the entire sample.
Even within districts where oil deposits have been confirmed, changes in livelihoods was
reported to have not changed, improved or worsened by, respectively, 84, 10 and 6 percent
of respondents.

An improvement in livelihoods since oil operations started is reported by 14 and 12
percent of respondents who have attained O and A Levels of education, respectively.’

7 It should be noted that the reported changes are based on the respondent’s own self-assessment and are not attributed to any
specific change (e.g., land values or business opportunities).

7 1
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However, only 7 percent of respondents with no schooling or primary school report an
improvement in livelihood. No change of livelihood is reported by 90, 89, 81 and 82 percent
of respondents with, respectively, no schooling, primary school and O-level and A-level
categories of education.

Similar to what was observed in the education category, the majority of people across all
wealth/income levels report that there has been no change in livelihood since oil operations
started. This view is held by 92, 91, 86, 87 and 80 percent of respondents in, respectively,
quintiles 1, 2, 3, 4 and 5. Accordingly, only 6 percent and 4 percent of respondents in,
respectively, the first and second wealth quintiles report an improvement in livelihoods
since oil activities commenced.



NATURAL RESOURCE MANAGEMENT IN THE ALBERTINE GRABEN REGION OF UGANDA:
Baseline Survey Report February, 2015

0oL 001 00r 001 00L  00L 00L 00L 001 00L 00L 00L 00L 00OL 0OL 00L O0OL 00L 00L 00OL 0OL 00L OOL 00L O00L oL qns
16 €L ¥6 98 00T M 76 78 78 L8 m M M M M 8 ﬂ 68 06 78 M M M M M /8  98ueydoN
€ 4 0 L 0 g ¢ 9 L ¢S 42 9 9 9 ¢ 9 8 14 € 9 € S 9 9 9 g 9SIOM 30D
9 €L 9 8 0 I v 0T 6 8 ¢ 8 O # 9 ¥l <CI 4L VA or ¥ 8 0L 6 8 8 paaoxduy

suorerad( 10 20UIG POOYIRATT U sadueyD)

00L 001 00I  00L 00I  00L 00L  00L 001 001 00 00L 00L 0OL 00L 00L O0OL 00L 00L 00L 0OL 0OL 0OL OOL 00L oL qns
9 14 14 L 0 w € 9 S 9 Mwwwﬂ 4 ﬂ 9 9 ) w”wqw q mowy| yuoq
8 L 91 91 €L S 0 6 Z or ¥ 9 L 4 91 €¢I OL 6 4" 0Ot Oor oL 4 6 IL OI FUSIE TP
€l 6¢ 8 € €l @ 91 6 cl st 6 ¥L Z1 49l Z1 ¢l ¥ 4l €l gL ¢ vI €1 ¥L YL VI asoddo
¢4 s (43 [44 ¥4 8L €€ 6L 6¢ I¢c 8 9¢ € /LI S1 LZ 9C < 6L Ic 9¢ ¢ 9¢ <C € <C EMMMWM s
(974 6¢ (1% €9 1 0y 87 LS v 8V LV Ly 8V 99 ¥ 9V LV 8P 6¥ 6V S 8¢y 19 8%y 8y 8¥ oddng

epue3n) ur sanrAnoe [ro 103 31oddng

001 001 00L  00L 00L  00L 00L 00 001 001 00T 00L 00OL 00L 00L 00L 00OL 00L 00L OOL OOL 00L 00OL 00L O0OL w301 qns
Bl 1 | | | | el 1 | | | Moy
LT 4 €l L 8¢ 6 8 1T 0T IT ¥1 IT O 8 8 €¢I Or OT 1T 8 8L 0L TIr TII Or OT juo( ‘presH
I9ASN
a3parmouy

1c 6C ()8 67 69 0c Z¢ 123 [43 6C S€ GC ¢€c 0€ € Ve 9¢ 8¢ °r4 g€ 11 8¢ Lg 8C 1€ 6C

oy1oads aAer]
a8papmoury ot
29 69 LL 0s €L a9 79 ag 8¢ 9 1s ¥9 83 €9 8 €9 ¥9 9 ¥9 LS TZ 79 IS T9 68 09 -ywadsouing
1 jo presy

eaxe ay} ur uonerado [1o jo a3pajmouy

sdnoib +9Aa7 [9Aa7 bu o Ueq sjew
ouyg nbunfeg oiojeg ebiyeg sjoyeAueg Jnjy loyoy oJsokueg  Juesbiy  UON G % € z | Aewud -jooydg -usn JayiQ [einy de|y pajdwes
14 v -0 B -n -84
0 ON 48|
Kpungy uoneISiN sorm pomEy uon PIRA wogesoy  xeg nv

-unQ) J9ssy p[oOYasnoy -ednpy JO [2A9TISAYSIH  Jo adAL

sananoe 10 103 31oddns pue Jnoqe aGpaymou)] ‘g dqeL



NATURAL RESOURCE MANAGEMENT IN THE ALBERTINE GRABEN REGION OF UGANDA:

Baseline Survey Report February, 2015

Changes in the Availability of Commodities since the Onset of Oil
Exploration

Following the discovery of commercial deposits of oil in 2006, there was an intensification
of oil exploration activities. These activities were accompanied by the migration of skilled
personnel to manage and run the operations. As mentioned above, by 2008, communities in
the Albertine region began to witness intensified oil exploration activities — often described
by witnessing of movement of heavy machinery. This migration of highly skilled and better-
paid employees has the potential to vastly affect the livelihoods of natives, especially when
it comes to the cost of acquiring goods and services. In the questionnaire, households
in the oil district were asked if they had witnessed any changes in the availability and
costs of food and beverages, other nonfood household products, accommodations, and
transportation services.

Figure 1shows the distribution of the perceived changes in the availability of commodities —
thatis, whether the availability of various items increased or decreased, there wasno change,
or if the respondents did not know. Overall, a large proportion of households report an
increase in the availability of commodities including food and beverages, other nonfood
products, accommodations and transportation between 2008 and 2014. At least 55 percent
of the households report an increase in the availability of food and nonfood products; 46
percent report an increase in the availability of accommodation; and 64 percent report an
increase in the availability of transportation services. Conversely, a substantial proportion
of households; that is, 18, 22, 33 and 19 percent of households indicate, respectively, that
there were no changes in the availability of food and beverages, other nonfood products,
accommodations and transportation.?

By gender, the distribution for reported changes was similar for all four products and
services. Conversely, the share of households reporting an increase in the availability of all
commodities is slightly higher in urban areas than rural areas. Specifically, urban dwellers
reported an increase in food and beverages, other nonfood products, accommodations and
transportation by, respectively, 65, 67, 65 and 78 percent of households. In comparison, an
increase in the availability of food and beverages and nonfood products is reported by only
54 percent of rural dwellers. Accommodations and transportation availability is reported
to have increased by 43 percent and 62 percent of households, respectively. Finally, the
proportion of households reporting no change in availability for all commodities is slightly
higher among rural than urban dwellers.

8 Itis worth noting that in the survey, there was no distinction between physical availability and price—the goods could be available but the prices
could be out of reach. It is possible that the increased availability of goods is a result of suppliers responding to exploit the market opportunity;
nonetheless, this could have be achieved at a cost particularly to the indigenous populations. It is also possible that increased availability can be a
result of higher production by the locals with expected positive externalities for the local population in terms of welfare.

| 10 |



Figure 1. Changes in the Availability of Household Products and Services between 2008
and 2014 (percent)
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The reported changes in the availability of commodities between 2008 and 2014 showed
similarity across different households” welfare quintiles. Across all the quintiles, the largest
proportion of households report food availability to have increased (ranging between 51
percent and 58 percent). Households reporting a decrease in the availability of food and
beverages constituted the second-largest proportion (ranging between 21 and 24 percent),
followed by those who reported no changes (ranging between 17 and 20 percent). In the
case of change in the availability of other nonfood products, the largest proportion of
households reported an increase. No change observed and decrease in availability of other
nonfood products constituted, respectively, the second- and third-largest proportions
of households. Changes in the availability of accommodations and transportation show
similar patterns in proportions of households. In both cases, most households report an
increase in availability. Those that report no change, and those that did not know if any

changes had occurred, account for, respectively, the second- and third-largest proportions
of households.

Although the largest proportions of households across quintiles report an increase in
the availability of commodities, an increase in the availability of transportation has the
highest proportion across quintiles. An increase in the availability of commodities has the
highest proportion of households among the top wealth quintile. Conversely, the bottom
quintile has the lowest proportion of households reporting an increase in availability for
all commodities as well as the highest proportion of households reporting no change in
the availability for all commodities.

For households in the intervention districts that reported any changes in the availability
of commodities, the survey inquired whether the respondents considered the change to
be due to the presence of oil and oil-related activities in the region. Table 3 shows the
reasons households gave to account for the noted changes in the availability of various
goods and services. Most households associate changes in the availability of products/
services with reasons other than the presence of oil and oil-related activities. Only about
an eighth of all households associate the observed changes in the availability of food and
beverages, and other nonfood products to the presence of oil and oil-related activities. The
proportions of households who associate changes in the availability of accommodations
and transportation with the presence of oil and oil-related activities are slightly higher
than those who associate the same reason to a change in the observed availability of food
and beverages, and other nonfood products. No notable differences are observed between
different sexes on drivers of change in the availability of commodities.

With regard to respondents indicating no change in the availability of commodities,
accommodation has the lowest proportion, which ranged between 30 to 35 percent.
However, it is important to note that accommodations may not comparable to many other
services —especially given that most residents of the area already have their own homes.

I 12 |



Indeed, at least 83 percent of the surveyed households were “owner occupiers.”

With regard to wealth status, again, most households associate changes in the availability
of all commodities with reasons other than the presence of oil and oil-related activities. The
proportions of households that associate changes in the availability of food and beverages
with the presence of oil range between 8 and 17 percent among the different quintiles.
Changes in the availability of other nonfood products is credited to the presence of oil by
about 15 percent of households. A slightly higher proportion of households in all quintiles
associate changes in the availability of accommodation with the presence of oil. A total
of 8 and 9 percent of households in the third quintile of wealth associate changes in the
availability of food and beverages, and other nonfood products, with the presence of oil.”
Turning to employment status, changes in the availability of food and beverages, other
nonfood products, accommodations and transportation are associated with the presence
of oil and associated exploration activities by, respectively, 18, 16, 24 and 17 percent of
households involved in nonagricultural self-employment. Twelve percent of households
engaged in agricultural self-employment attribute the changes in the availability of food
and beverages, and other nonfood products, with the presence of oil. Changes in the
availability of accommodations and transportation are attributed to reasons other than
the presence of oil by, respectively, 81 and 84 percent of the agriculturally self-employed.

9 Itis worth noting that respondents were asked whether the observed changes were due to oil-related activities or other reasons. The survey did not
collect further information on the specifics of “other reasons.”
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3. Readiness and Trust for Leaders Regarding
Oil Regulations and Production

This section delves into issues of the perceptions about community consultations on oil
activities but also explores issues related to Uganda’s readiness for oil production and
the trust community members have that their leaders will deliver regulations that are
responsive to their needs and concerns.

Readiness for Oil Activities in Uganda

Readiness for oil activities was assessed by two measures, the first being the extent to
which people agreed that the country was adequately prepared for oil production, and
the second being the extent to which they thought government was capable of successfully
managing oil revenues. What follows is a breakdown of the different responses to these
measures across the above-mentioned population categories—gender, geographical
location, education, and so on.

Figure 2 shows that for all responses, there are few or no differences between men and
women with regard to how prepared they think the government and the country were for
oil production. Figure 2 also shows that there are no notable gender divisions regarding
how much the surveyed individuals trust the authorities to adequately manage oil
revenues and resources; about 55 percent of both women and men agree that the country
was prepared for oil production, while 29 percent of men and 31 percent of women are

Figure 2. Uganda’s Readiness for Oil Activities
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uncertain. There was less confidence in the extent to which government can manage oil
revenues, with 45 percent of either sex agreeing that oil revenues would be well managed
by the government.

However, there is a notable division on these two questions by geographical location—
that is, by rural and urban dwellers. Although a similar percentage of people agree that
the country was prepared for oil and that the government could manage the ensuing
revenues well, only 11 percent of urban respondents “strongly agreed” with this notion
in comparison with the 21 percent of rural respondents. In line with this trend, urban
dwellers are more skeptical than their rural counterparts of the government’s ability to
manage oil revenues and of the country’s preparedness for oil production.

Both oil areas and non-oil districts had a similar outlook on how prepared they thought the
country was for oil production, with an average of 28 percent (in each category) positive
about the country’s readiness for production and with an average of only 7 percent in
disagreement across both categories. However, oil districts are less optimistic about
revenue management, with 41 percent of households in intervention areas agreeing that
oil revenues could be well managed by the government, compared with 50 percent in other
districts. In spite of this, responses between intervention and nonintervention were similar
for those who doubted the government’s ability to manage oil revenues —respectively, 33
percent and 31 percent. On the whole, opinions in intervention areas are more uniform,
with only a difference of 9 percent between those who are confident in the government’s
ability to manage revenues and those who are doubtful (41 percent confident vs. 33
percent doubtful). In contrast to this, opinions are more split in nonintervention areas,
with a difference of 19 percent between those in agreement and those in disagreement that
the government could successfully manage oil revenues.

Turningtoeducational attainment, figure 3 shows thatconfidencein Uganda’s preparedness
for oil production rises as the education level of respondents increases, with the exception
of those with A-level qualifications and above bucking the trend. Individuals with an
O-Level education were significantly positive, with 60 percent agreeing that the country is
well prepared for oil production. This represents one of the most positive responses to the
readiness measures across all demographic categories. Uncertainty vis-a-vis both measures
of readiness rises with an increase in the level of education, while uncertainty decreases
with education across both measures. In particular, 36 percent of the respondents with
A-level qualifications and above disagreed with the idea that the government was capable
of managing oil revenues well.
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Figure 3. Perceptions about Preparedness for Oil by Level of Education
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Figure 4 shows that the distribution of responses by asset categories mirrors that observed
within education levels; confidence in Uganda’s preparedness for oil production increases
with asset holdings, with the exception of the top quintile going against that trend. In line
with that, the proportions of those who are unsure and those who disagree fall steadily
until quintile 5. Correspondingly, agreement that oil revenues would be well managed
increases with wealth until the middle quintile. However, the share of those who disagree
or are not sure is on the whole larger than the share of those who agree. The latter result
may be an indication of a lack of trust in government with regard to how effectively it can
manage oil revenues — by persons with higher education attainment. It is conceivable that
this category of people have been exposed to media information —especially information
relating to the alleged corruption in issuance and management of oil contracts, as earlier
mentioned. Overall, about one out of every three Ugandans does not know or is not
sure whether the government is adequately prepared or can manage oil resources well.
Individuals from the poorest households (as measured by asset holdings) are more likely
to be unsure / not to know about the government’s preparedness (37 percent).

Figure 4. Perceptions Regarding Preparedness for Oil by Household Wealth Status
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Based on employment status, the results (not displayed in the tables and figures) show
that the two categories of self-employed people have a similar response to the readiness
measures, with 57 percent in either category in agreement that Uganda was ready for
oil production and 45 percent (self-employment) and 48 percent (nonagricultural self-
employment) positive about the government’s ability to suitably manage oil revenues.
Only 52 percent of paid employees responded in agreement that Uganda was ready for
oil production. In a similar trend to those in self-employment, a lower share of those in
paid employment—39 percent—agree that the government is capable of managing oil
revenues. Those in nonagricultural self-employment and paid employment are more
inclined to disagree with both readiness measures, while uncertainty for both measures is
most prevalent in the agricultural self-employment category.

An examination of the three previous categories (education, income/assets and
employment) reveals that as the levels of those categories initially rise, so does the
confidence in the assertion that “Uganda is prepared for oil production.” Working from the
supposition that those with a higher level of education are most likely to be those in paid
employment and also those with the most assets and vice versa, it appears that confidence
in Uganda’s preparedness for oil production and managing the revenues earned from it
is limited to the top asset/income, education and employment bracket. From these three
categories, the middle bracket in each is the most optimistic about the prospect of oil, with
the upper bracket accordingly being the most skeptical.

Given Ugandans’ attachment to ethnicity and cultural heritage, the baseline explored
if and how perceptions of oil exploration vary across ethnic groups. Respondents were
asked to indicate their main ethnic group in order to gauge whether views varied across
groups. The responses (not shown in the tables and figures) indicate that the Alur (66
percent) and the Batoro (60 percent) are the ethnic groups that are most positive (i.e., agree
or strongly agree) about Uganda’s preparedness for oil production, while the Banyankole
are the most unsure (43 percent) and the Bagungu (21 percent) are the most negative. As
a whole, all ethnic groups are less confident about the government’s readiness to manage
oil revenues compared with preparedness for oil production. For instance, whereas only
5 percent of the Alur disagree with the view that Uganda is prepared for oil production,
a much larger 29 percent disagree with the view that the government would be able to
manage oil revenues well. Taking both readiness measures into consideration, the ethnic
group that is most confident in the government preparedness for oil and the subsequent
revenues is the Batoro, at 57 percent. Nonetheless, as indicated in table 1, which gives
average statistics, the Batoro are resident in nonintervention districts."

Working from the assumption that the majority of those who migrated into oil-rich

10 The three main ethnic groups in the intervention districts are Banyoro (35.8 percent), Acholi (21.2 percent) and Alur (17.6 percent). Together, the
three dominant ethnic groups account for 74 percent of the households surveyed in the intervention districts.
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areas did so in anticipation of a better financial life as a result of the projected increase
in economic activity in the regions, one would expect the responses from migrants to
be significantly more positive for the readiness measures. However, migrant status
did not seem to be a major determining factor for respondents’ perceptions, with both
migrants and nonmigrants optimistic about the country’s preparedness for oil production,
although nonmigrants were more so (Figure 5). Both categories are less confident about
the government’s capacity to manage oil revenues. Whereas 44 percent (nonmigrants) and
48 percent (migrants) disagree or are not sure if the country was ready for oil production,
55 percent (nonmigrants) and 55 percent (migrants) disagree or are uncertain of the
government’s ability to proficiently manage oil revenues. It is possible to hypothesize
that migrants could also be facing frustration because it may be taking longer to reap
the expected benefits—in this sense, they could consider the government as not ready —
especially after making the costly migration decision.

The discussion above is a clear illustration of a trend that cuts across all the respondent
categories — gender, education, income, ethnicity, and so on. On average, 56 percent agree
that the country was ready for oil production, but only 44 percent believe the government
was ready to manage the resulting revenues. Similarly, though only an average of 45
percent disagree or are unsure about the country’s preparedness for oil production; 56
percent disagreed or were uncertain about the government’s ability to manage oil revenues.
Overall, this signifies a lack of confidence in the Ugandan government to effectively and

Figure 5: Opinion regarding readiness by migration status (%o).
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efficiently manage the funds and revenues generated from oil production.

Thelack of confidence may suggestacommunication gap betweenthe GoU and communities
in the oil districts. In particular, the government may not be adequately informing and
updating the host communities regarding on-going and future oil operations and this
may cloud the opinion of communities regarding the government’s abilities. Nonetheless,
it is not only communities that express a lack of knowledge of what to expect from oil
operations. The 2013 Industrial Baseline Survey by the International Oil Companies (IOC)
in Uganda revealed that major industrial groups in Uganda cite a lack of knowledge as
the leading barrier for participating in oil operations. Specifically, the Ugandan companies
mention “a lack of visibility on future oil and gas projects. When will the needs start? What type of
products and services will be required? At which standards? Timeline? Quantities...?” and this is
attributed a communication gap between IOCs and Ugandan entrepreneurs."In line with
this, the next section examines trust between individuals and those are the various levels
of government who would ultimately be in charge of revenue management.

Trust for Leaders by Communities

This section looks at which institutions and levels of government people trust to make
laws and strategic decisions concerning the management of oil resources and the resulting
revenues. The institutions considered were the local government structures i.e. Local
Council 1 (LC1 ), Local Council III (LC3) and district executive (LC5) as well as non-
local government institutions such as Members of Parliament (MPs) and the Petroleum
Exploration and Production Department (PEPD). The inclusion of PEPD is due to the
institution key role in negotiating and enforcing oil contracts in Uganda. At the aggregate
level, the survey results indicate three emerging trends: (1) The majority of respondents
trust their leaders, especially the locally elected leaders, with regard to coming up with
appropriate laws; (2) the Petroleum Department is trusted highly, but not as much as the
locally elected leaders; and (3) respondents express even higher trust in the village local
councils, as shown in figure 6.

Indeed, the extent to which respondents expressed their trust in leaders decreases with
the seniority of leadership: local village council leaders are trusted the most, and then, as
shown in figure 4, Local Council 3 (LC3), Local Council 5 (LC5), members of Parliament
(MPs) and the Petroleum Exploration and Production Department (PEPD) respectively
follow in that order. Overall, people are most trusting of LC1, with an average of 67 percent
agreeing that they would trust them to make appropriate laws relating to oil activities.
MPs were generally the least trusted, along with the Petroleum Department, although not
by a wide margin. Nonetheless, this implies that the community is more likely to trust
leaders and institutions that are perceived to be closer than those perceived to be far off,
possibly because the closer institutions would better understand and therefore make laws

11 Total, Tullow and CNOOC (2013) Industrial Baseline Survey in Uganda Report

| 20 |



Figure 6. Trust for Leaders to Make Laws
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that are responsive to their pertinent needs. However, given that any kind of legislation is
more likely to be initiated at the higher levels, the detailed analysis is only done for “trust
for MPs” and “trust for the Petroleum Department.”

With regard to trust for MPs, there are no major differences in perceptions across
gender, district location, level of education and wealth status (figure 7). However, survey
respondents in nonintervention areas (65 percent) are significantly more trusting of their
MPs than those in intervention areas and in continuation of this; people in nonintervention

Figure 7. Trust for Members of Parliament
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areas are noticeably more trusting vis-a-vis all levels of governing authorities than those in
intervention areas. In addition, respondents in urban areas express distrust in the ability
(26 percent) of their MPs to make appropriate laws to manage oil resources.

Insofar as trusting MPs is concerned, there are major variations between the ethnicities
(not shown in figure 6); the Banyankole (77 percent) and the Acholi (72 percent) record
significantly more trust for MPs than all the other ethnicities, with the Bagungu recording
the most distrust, and the Bagungu being predominantly residents in intervention
districts."

Urban residents are less trusting of the Locla Council 1s, with 40 percent doubting the LCs’
ability to implement appropriate laws in comparison with the 31 percent rural residents
who distrusted the LCs. There are no significant differences in trust by levels of education;
however, overall, those with A-levels and further qualifications are least trusting of their
LCs and MPs. The middle-income bracket —asset quintile 3 —is notably more trusting of
the LC5 committee than people in all the other brackets, with 65 percent agreeing that
the LC5 could do a good job at passing appropriate laws. Once again, the Banyoro (71
percent) and the Banyankole (83 percent) are more confident in their LC1 authority, in
stark contrast to the Batoro (59 percent) and the Bagungu (56 percent).

Perhaps not surprisingly, respondents express the least trust in the Petroleum Department
to be able to make appropriate laws to manage oil resources. A significant proportion of
respondents (28 percent) either do not know or are not sure if they can trust the Petroleum
Exploration and Production Department. This could be due to the fact that most people
do not easily identify with the department and thus is not necessarily a testament to its
limited capacity to legislate on oil management issues. Also, the less favourable rating of
the PEPD could be attributed to the fact that it is not a widely recognized lawmaking body.
Furthermore, the PEPD mainly interfaces with IOCs and government departments. Its
activities at the community level are indirect through local governments. However, there
are no significant differences in respondents’ perceived trust for the Petroleum Department
with respect to gender, area of residence (rural/urban), district location (intervention/
nonintervention), education, wealth and employment status (figure 8).

Perceptions Regarding the Addressing of Oil Concerns

Another important dimension that can illustrate the community’s level of trust for its
leaders is whom its members believe can address their concerns. For example, if the
members of a community had concerns about oil activities, where would they mainly
go? Or if oil companies wanted to contribute to socioeconomic development, whom do
the community’s members feel should represent them? These questions were analyzed

12 At least 93 percent of the respondents who subscribe to the Bagungu ethnicity are resident in intervention districts—especially in the Buliisa
district.
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Figure 8. Trust for the Petroleum Exploration and Production Department

B Strongly Agree M Agree M Disagree Strongly Disagree M Do Not Know/Not Sure

100% I I

60%

40%
20%
0%

= = ® O o
£EF 3 5- Z § 2 § 3 ,'_ TRRBRRA g g- & g 5 =
T s 3 ] al = o] W = o o] | | | | | = = a S >~ x
= ¥ 3 = 3 2 28 £ = 2 P r >z 3 2 L om F
= T = o) = T [1°] JERT] W W W W = 4 = &g = Ie)
kS T Z 3 T D ™ ® o = = I T =
= = = = - - - - - a - = = =
2 T £ = O 00 o0 o 3 L = 2 =
= S 2 @ £ £ = £ £~ v T o3 2
> =] o oL oW oW oW L = °© 3

< o = = = = = = o

= == = -1 : = T

= 7 T ® ® ® ® £ =

Z =

a '

=)

to further explore the extent to which communities have trust for various leadership
structures.

Results from this analysis confirm earlier findings that communities tend to trust local
elected leaders. As shown in figure 8, to express concerns about oil activities, up to 60
percent of respondents prefer to go to their LC1, 18 percent would report to the district,
and only 8 and 2 percent would report to the central government and police.

Figure 9. Where Would You Mainly Go to Express Oil-Related Concerns?
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The differences in the actual perceptions are associated with education, wealth and place of
residence (rural/urban). For example, households with higher levels of education and that
are better endowed with assets indicate a preference to report to the central government
or district; households located in urban areas are less likely to express their concerns with
the LC; and poorer households indicate a preference for LCs. There is little variation in the
responses to this; however, those with no schooling are significantly more confident in the
LCs, with 67 percent of them (higher than average) willing to take their concerns to the
LC. Notably, those with A-Level qualifications and above are well below average, at 44
percent, and have more people looking to take their worries and grievances to the district
/ local government than any other category — 28 percent—which is well over the average
of 18 percent. The oil companies and the central government are the two places people are
least likely to take their concerns.

Respondents from the poorest households (quintile 1) record a significantly higher
response to taking their concerns to the LC (71 percent); in fact, the lower the asset quintile,
the more people are likely to take their issues to the LC. The number of people likely to
take their issues to the LC decreases as the asset level goes up, and only 43 percent of those
in top quintile are likely to take their concerns to the LC. This is less than the 59 percent
average but also significantly lower than the 71 percent response by those in quintile 1.
This could be partly explained by the location of LCs in comparison with other elected
representatives; it is easier to access LCs and more costly to reach other representatives
who are not locally domiciled.

On the whole, an average of 65 percent feel that their concerns about oil-related activity
would be acted on by someone. The majority of people (average of 63 percent) felt that
their communities should be represented by the LC1 in the event that the oil companies
wanted to contribute to development in the area. Interestingly, on average, only 14 percent
felt that all members of the village should be involved in the negotiations.

The extent to which the community members trust their leadership is further confirmed
by the fact that 66 percent of respondents believe that their concerns would be addressed,
while the remaining 34 percent believe that their concerns would not be attended to (figure
10 below).

Decision making Regarding Oil Activities

Once again, the majority of people side with the village Local Council 1 when deciding
who they thought should manage the funds if an oil company were to spend money in
the community. Urban residents record the least positive responses to the LC1, with only
38 percent choosing the LC, a figure well below the general average of 49 percent but
also significantly lower than the 52 percent of rural residents who think the LC1 was best
suited for the task. In line with this, urban residents are the category that most leaned

| 24 |



Figure 10. Do You Think Your Concerns Would Be Addressed?
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toward the company spending the money in the community, at 34 percent, which is above
the average 27 percent of the other respondents. Similarly, the Ankole (46 percent) and the
Bangungu (42 percent) were the only groups to choose the company to manage the funds
over the village LC1. It is worth noting that members of the Banyankole ethnic group are
mainly resident in nonintervention districts, while the Bagungu, as mentioned above, are
mainly resident in Buliisa — one of the three intervention districts.

Most respondents feel that it was the responsibility of the central government to address
the negative effects of oil operations. Urban residents are the biggest proponents of this
view, with 54 percent directing the responsibility to the central government, compared
with only 34 percent of rural people; the Ankole share this view, with 65 percent agreeing
that government should be responsible —figures that are well above the overall average
of 38 percent. These results are in line with whom people saw as the main decisionmakers
in their communities; 86 percent were of the view that the LC usually made the important
decisions concerning local development.

The extent to which the community trusts its local leaders is further expressed in their
confidence in the LC leaders (68 percent) to represent them in case oil companies wanted
to contribute to local social and economic development programs in the area (figure 9).
Further analysis indicates that the people who are less likely to trust the LC include those
who reside in urban areas, the educated and the wealthy.

Given the high level of trust that communities have demonstrated in their local leaders in
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LC1, it is not surprising that respondents feel that the LCs should manage any resources
if an oil company decided to spend money in the community. Indeed, most respondents
express the view that money should be managed by the village LC (50 percent) or the
community (26 percent). The respondents who have expressed a preference for the money
to be spent in the community are more likely to be educated and engaged in nonagricultural
self-employment.

However, communities feel that it is the responsibility of the central government (37
percent of respondents) to address any negative effects of oil operations.” Communities
believe that the LCs (30 percent of respondents) would still have a big role to pay in case
of an adverse impact of oil-related activities. District local governments (14 percent) and
oil companies (9 percent) are considered as responsible for addressing any negative effects
of oil-related activities (figure 10). In terms of distribution, the people who are more likely
to favor the central government’s bearing the responsibility for any negative effects are
likely to be the educated, wealthy and urbane and those who engage in nonagricultural
employment.

Figure 11. Who should be Responsible for Addressing Any Negative Effects of Oil
Operations?

B Central Government M District/Lc5 B Local Council The Oil Company B Other
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13 This finding points to two competing theories: (1) Either communities feel that pollution and environmental damage are a public bad that can
only be dealt with by government; or (2) communities can only trust government in negative situations, such as in the event of an adverse
environmental impact.
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An important finding that could explain the level of trust the community has for the LCs
committees lies in their importance for delivering influential decisions that are beneficial
to the communities. For example, up to 86 percent of respondents indicated that it is
the LC committees that make the very important decisions about local development in
the community. In terms of distribution across different subgroups, there are no major
differences in expressed perceptions, except for the paid employee groups, which record a
higher proportion, of 91 percent. By type of district, 83 percent of residents of intervention/
oil districts indicate that it is the LCs that normally make important decisions on local
development, compared with 90 percent for residents in non-oil districts.
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4. Expectations from QOil Activities/Revenues

The Sharing of Oil Resources

The majority of respondents agree that all regions should benefit from oil revenues,
although this was only a slight majority (46 percent), while 44 percent disagree and feel
that only oil regions should benefit. There was significantly little support for the idea that
distribution should be based on population—that is, places with more people should
benefit the most. The above expressed opinions regarding revenue sharing are in contrast
to the 2012 oil and gas revenue management policy which stipulates that “a maximum of
7 percent of royalty revenues arising from gross oil and gas production will be shared with local
governments and communities, which will be directly affected by oil production. The remaining 93
percent is to be retained by the centre for the benefit of the entire country.”*

The sharpest contrasts in opinions are between rural and urban residents and between oil
and non-oil districts. At least 63 percent of those living in urban areas express the view
that oil regions should benefit more than other regions, while only 42 percent of their rural
counterparts share this view. One of every two respondents in the oil districts are of the
view that “those regions with oil activities should benefit more,” while only one out of
three respondents in non-oil districts shares this view. In non-oil districts, the preference
appears to be that all regions should benefit equally. In similar fashion, those with A-level
qualifications and above are also of the opinion that regions with oil should benefit the
most, with 54 percent of respondents taking this view —a percentage that is higher than
all other levels of education.

Who Is Expected to Benefit from Oil Resources?

Most respondents — 60 percent —agree that oil projects should benefit the poor. Although
there are not significant differences in opinions on whether oil should benefit the poor,
two strands of results stand out. The first is within the education-level category —where,
as illustrated below, those in the middle of the education spectrum (primary school
and O-level) were equally positive that oil would indeed benefit the poor. Interestingly,
however, those with the highest level of education and those with no education have a
similarly lower level of responsiveness to the view that oil projects will benefit the poor,
as figure 12 shows.

14 Ministry of Finance Planning and Economic Development (2012) Oil and Gas Revenue Management Policy. http://www.petroleum.go.ug/
uploads/resources/18.RevenueQilRevenueMgtPolicy .pdf
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Figure 12. Will Oil Projects Benefit the Poor?

Qil Projects will benefit the poor Ol Prajects will t

The second result that stands out is in the income/wealth category, which by and large
mirrors what was observed in the education category. Those who fall in the middle-income
and wealth bracket (asset quintiles 3 and 4) are increasingly more convinced that the poor
will benefit from oil activities. However, those at the very top and very bottom of the
income/wealth spectrum (asset quintiles 1 and 5) were the least convinced that the poor
would indeed benefit from oil projects.

Bearing this in mind, it is all the more notable that a large proportion of respondents (70
percent) think that oil activities are likely to create more inequality and widen the gap
between the rich and the poor. At least 77 percent of respondents in the second wealth
quintile recorded the highest number of people who believe that oil activities will result
in further inequality. Surprisingly, those categorized as the poorest (asset quintile 1, 64
percent), and those in the middle- to upper-income/asset level (asset quintile 4, 63 percent)
are less convinced of this than those in the other income categories; the other income
categories are all above 70 percent. Similarly, the urban population is less persuaded than
the rural population that oil activities will create more inequality. The 32 percent of the
urban population who disagree with the supposition is the highest level of disagreement
recorded across all categories and is also well above the total of 19 percent people in
disagreement.

Despite the large number of respondents (as demonstrated above) in agreement that oil
activities will increase inequality between the rich and the poor; 60 percent of respondents
agree that all citizens will benefit from oil and the wealth it would generate. This suggests
that the general opinion is that everyone is likely to benefit, but some will benefit
substantially more than others. As such, it is all the more critical to look at responses on the
expected distribution of potential economic benefits through the income/wealth spectrum.
As illustrated in figure 13, the view that all citizens will benefit from oil activities is most
strongly supported by those in the higher wealth/income brackets. A similar pattern is
observed in the responses as to whether or not oil projects will bring economic prosperity
to the whole country.
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Figure 13. The Expected Distribution of Benefits from Oil
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Generate Prosperity To The Whole Country

Considering that those in asset quintiles 4 and 5 are the most likely to have higher education
levels and the most likely to be in paid employment, this trend is apparent across the
education and employment categories. While 68 percent of those with no education agree
that oil projects would bring economic prosperity to the whole country, a larger proportion
of those with education support the view — 77 percent for primary school, O-level or A-level.
Correspondingly, there is a larger proportion of those in paid employment (82 percent)
who support this view than in all the other categories of employment —agricultural self-
employment, 76 percent; and nonagricultural self-employment, 72 percent.

Even though 63 percent of respondents think that most of the financial revenue generated
from oil projects would end up in the hands of foreign investors and firms, 68 percent
think that from the remaining revenue, oil operations would still have positive social
and economic effects on local villages. Significantly, in the urban/rural category, more
rural residents than urban residents feel that foreign entities would receive most of the
oil revenues. In a reversal of this, more urban than rural residents (76 and 66 percent,
respectively) are of the view that oil projects would have a positive impact on local
villages. In a manner observed above, those at the highest and lowest levels of education
are equally less confident about the possibly positive economic and social effects than
those with a mid-level education.

Although there are minimal differences in expectations about what will happen as a
result of the exploitation of oil resources, residents of oil districts are generally less
optimistic than their non-oil districts counterparts, the only exceptions are with regard to
expectations of corruption and the expected benefits for foreign companies. Specifically,
at least 74 percent residents of oil districts expect that oil projects will increase corruption
in government, compared with 63 percent for residents in non-oil districts. Similarly, a
high proportion of residents of oil districts (64 percent) agree that “most of the financial
revenue generated from the oil projects will go to foreign companies,” compared with
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60 percent of residents of non-oil districts. Conversely, a higher proportion of residents

1,

in non-oil districts generally agree that “oil projects benefit the poor”; “oil projects will

a

bring economic prosperity to the whole country”; “all citizens will benefit from oil and the
wealth it will generate”; “oil revenues that go to the government will be used to improve
the lives of ordinary citizens”; and “oil operations will have positive social and economic

effects on local villages.”

Who Is Expected to Benefit the Most?

The consensus across all categories is that the general public will benefit to a very small
extent (34 percent) and to some extent 35 percent. Accordingly, 74 percent of respondents
agree that the government would benefit to great extent. Opinions are more divergent
when it comes to how much communities in oil-producing regions and foreign private
companies would benefit, as illustrated in table 4.

Table 4. Who Is Expected to Benefit the Most from Oil Resources? (percent)

Fsfintn How Much Will Communities in | How Much Will Foreign
the Oil Areas Benefit? Private Companies Benefit?

Not at all 5 3

To a very small extent 19 13

To some extent 33 30

To a great extent 37 42

Do not know 6 13

The Ugandan elite are also expected to benefit to a great extent—a view held across all
categories, although migrants (38 percent) are a little less convinced of this than all other
groups (i.e. 46 percent). This trend holds when looking at what kinds of individuals are
set to benefit the most, with a total of 87 percent believing that those individuals who
are well connected to local government would benefit to some extent (24 percent) or to a
large extent (63 percent). In continuation of this trend, a total of 65 percent feel that poor
families would not benefit at all (28 percent) or would benefit only to a very small extent
(36 percent). This is seen again with the large number of people choosing those who would
make up the elite (i.e., rich families and local business leaders) to benefit to a larger extent
than those who would potentially be outside the elite (women, migrants and youth).

What Are the Other Expected Changes as a Result of Oil Activities?

The majority of people (82 percent) believe that migrants would move into their
communities, although fewer people in the lowest wealth/income quintile hold this view
(77 percent). Accordingly, most people think that land wrangles would increase, and
thus access to land would worsen. Interestingly, both migrants and nonmigrants have
similar views on the above-mentioned issues. Respondents were also of the view that
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both access to education and health services would improve rather than worsen. Other
expected improvements include access to electricity, clean drinking water and improved
roads. Conversely, a majority of respondents (80 percent) expect environmental pollution
to increase, with 61 percent expecting interference with livestock farming and grazing.

Although opinions on the above-mentioned changes are more straightforward, it was is
less clear when it comes to the issue of whether or not there would be a loss of livelihoods,
with 46 percent expecting no loss in livelihoods, and 54 percent expecting the opposite.
Corruption

The survey captured information regarding perceptions about the likelihood of increased
graft due to corruption. Specifically, households were asked: “To what extent do you
agree with the following statement: ‘Oil projects will increase corruption in government’?”
The possible answers were strongly agree, agree, disagree, strongly disagree and no
opinion. Figure 14 shows that at least one in seven of the respondents either agrees or
strongly agrees that corruption will increase —urban respondents are less optimistic; 76
percent indicate corruption will increase compared with 70 percent of rural respondents.
Individuals from the poorest households are more optimistic—only 66 percent expect
corruption to increase. Similarly, 77 percent of migrants expect corruption to increase.
Figure 14 shows that there are large variation in expectations regarding corruption by
the ethnicity of respondent. Most of the Banyakole (82 percent) surveyed, followed by
the Acholi (78 percent), either agree or strongly agree that corruption in government will
increase as a result of oil projects. Conversely, a lower proportion of the Bakiga (59 percent)
and the Alur (66 percent) hold the same view.

Figure 14. Perceptions Regarding Corruption as a Result of Oil Activities

Oil projects will increase corruption in government

m Strongly Agree m Agree m Disagree Strongly Disagree B No Opinion
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Furthermore, although the majority of respondents think that oil projects would increase
corruption in government, a similarly large number of people feel that the oil revenues that
go the government should be used to improve the lives of ordinary citizens. With these
two propositions seeming to somewhat be diametrically opposed, the expectation would
be that agreeing with one would mean one has to be in disagreement with the other, at
least for the most part. This, however, is not what is revealed in the results; the majority
of the categories show an almost similar agreement with both propositions. Nevertheless,
there are some outliers from this general trend, while 69 percent of those with no schooling
agree that oil projects would result in government corruption, at least 58 percent of those
with no schooling think the government would use revenues to improve the lives of
ordinary citizens. This type of difference is only observed on two other occasions in the
wealth/income category: asset quintile 1 (66 percent) and asset quintile 3 (80 percent),
believing in increased corruption, versus 56 percent and 68 percent, with the expectation
that oil revenues should be used to the benefit of ordinary citizens. This fittingly sets the
scene for an examination of which groups of people feel they are set to benefit the most or
the least from oil projects.
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5. Conclusions and Policy Options

The discovery of viable deposits of the oil resource in the Albertine region of Uganda
has key implications for the socio economic development of the economy. This report
provides the results of a baseline survey conducted in the oil exploration area. The baseline
seeks to identify the impacts that oil exploration activities have had on the people and
the region. As part of the pre-exploitation analysis, the baseline provides information on
awareness about oil activities, expectations about the oil resources and trust of authorities
in regard to the proposed exploitation and use of the expected resources. A primary object
of the baseline is to establish a basis for future evaluation of the impact of the exploitation
activities in terms of employment, migration, businesses, livelihood strategies and
environment. Analysis of the above issues was made based on a number of categories-
gender, education level, ethnicity and wealth /income status. In some incidences, results
are4 also segregated based on the location of the area -urban or rural, or based on whether
the respondents are from an oil or non-oil district. A number of conclusions of significant
policy relevance and of importance for future evaluations can be drawn from the report.

Readiness to commence oil production:

An intuitive observation from the results is that Ugandans seem not to be certain as to
whether they are ready for the commencement in production of the oil resource. On the
one hand, the results from this report seem to point to the fact that the citizens think that
they are ready for the country’s production of oil and they do support commencement of
production. On the other hand, exploring through some of the responses; on whether they
think the government can effectively manage the oil revenues, on whether they trust their
leaders particularly the members of parliament to ably represent them, on who they think
will benefit immensely from the oil revenues and perceptions on whether corruption will
increase- negative responses to these questions imply some bit of scepticism in regards
to readiness for the country’s commencement of oil production. Given that the level of
scepticism on some of these issues is high amongst the educated, urban dwellers and those
in the oil regions (these categories have access to more accurate information) it is plausible
to deduce that Ugandans are not certain on whether they are ready for oil production.
Addressing issues on transparency, accountability, governance and leadership will be vital
in encouraging citizen’s support and improving perception on the country’s readiness for
oil production.

Government’s ability to effectively and efficiently manage the oil resource:

Another issue that emerges is that there is little trust in government’s ability to effectively
and efficiently manage the oil resource. The general consensus across all categories
considered was that the general public would benefit to very small or to some extent and
it is the government that would benefit to a great extent. Ideally, it would be expected
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that once the government benefits, then the benefits would be translated into better road
infrastructure, health and other public services from which ordinary Ugandans would
benefit from. However since a large number of respondents feel that corruption will
increase in the government when oil revenues begin to flow in, it is crucial that efforts are
directed towards addressing corruption charges to increase the confidence that people
have in the government.

Institutions and leadership:

A related conclusion is that local council leaders particularly the local village leaders have
a significant role to play in the emerging oil industry. The poor, uneducated and rural
population believe that any crucial decisions regarding oil investments in their vicinity
should be entrusted in the local leaders and institutions. Relatedly members of Parliament
particularly those in the oil districts are trusted less as regards representation and decision
making in the emerging oil industry. Local governance structures at the grass root level
therefore matter more than leadership at higher levels for poor rural households.

Impacts on livelihoods and availability of commodities and services

Another observation that emerges is that at least by the time of the survey (2014), no
significantimpacts onlivelihoods and general availability of commodities and services have
been witnessed so far. Improvement in commodities and services such as transportation
and accommodation cannot directly be attributed to the commencement of oil activities.

Gender, locational, ethnicity and income disparities.

Given no differences in most of responses (familiarity with oil activities and observed
changes since 2008, changes in the availability of commodities, readiness and trust for
leaders regarding oil regulations and production and expectations from the oil resource)
between men and women, it is plausible to conclude that the oil sector has not yet caused
any significant gender disparities in some of the emerging issues. It crucial that as
exploration of the oil resource progresses to the production stages, any actions that may
breed disparities in gender access or knowledge or benefits from the discovery of the oil
resource are addressed instantly. There are some locational (rural and urban dwellers)
and ethnicity (district of origin) disparities across some of the issues raised in the report
although these may not be so pronounced as of now but may be crucial in the future when
oil activities intensify. For example whereas a significant number of rural people greatly
trust their local leaders particularly the local village leaders, urban people are a little less
positive of the local leaders.

A major concern that is drawn from the results is the likelihood that the oil resource could

breed or increase the occurrence of income inequality amongst the population. From
the analysis, a majority of the population believe that the revenue accrued from the oil
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resource should be directed towards helping the poor. However, they also believe that this
is not likely to be the case as the elites and those close to the local leaders will be the ones to
benefit. Increasing income and locational inequality that may arise from the oil production
can be curbed through directing the accrued revenues to infrastructural development and
improvement in service delivery."

Management of the environment:

Management of the environment is perceived to be the task of the Government. Whereas
this might be the case, it's important that the population particularly those in the oil districts
are empowered (understand environmental issues) to ensure that they put to tasks oil
companies to adequately address any emerging negative impacts of the environment.

Some Policy options:

The baseline report has been able to identify a number of pertinent issues that are crucial
in ensuring that the country reaps from the oil resource. The issues also provide a bench
mark upon which future evaluations of the impacts of the oil resource can be done. So as
Uganda progresses from the exploration to the actual commencement of oil production, a
number of policy options should be considered to address the above identified emerging
issues.

Ensure Transparency and accountability at all levels of oil production:

If the government wants to ensure that stakeholders are convinced that the government’s
actions in the sector are aimed at getting the best out of the oil revenues through effective
and efficient resource management that the public supports, it is crucial that a proper
communication strategy exists. All stages in oil production and corresponding legal
frameworks developed should be translated to easy utilized materials by ordinary citizens.
Members of Parliament particularly those in the oil districts should ensure that they reach
out to their constituencies and explain some of the decisions reached at in Parliament.
Accountability can be promoted by ensuring that those implicated of corruption charges
are dealt with according to the law.

Ensure strict implementation and coherence to the developed legal and
institutional framework:

Uganda has taken a considerable amount of time in ensuring that an appropriate legal
and institutional framework exists so that the country reaps the benefits that will accrue
from owning an oil resource. However if these legal frameworks remain on paper and
are not adequately implemented as stipulated then the country is bound not to fall into

15 Collier, P. (2011), “Managing Uganda’s Oil Discovery,” Centre for the Study of African Economies, Department of Economics, Oxford University,
at http:// www.bou.or.ug/export/sites/default/ bou/bou-downloads/publications/ special_pubs/2011/All/Managing Ugandas_Oil_Discovery_
Prof_Colliers_paper__Oct_21.pdf
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a resource curse. For example the National Environment Management Agency (NEMA)
should strictly ensure that oil companies adhere to ensuring that an environmental impact
assessment is done by the oil companies before they embark on oil developments.'®

Empowering local governance structures and institutions in oil districts:

Given the significant role that local leaders and institutions will have in the emerging oil
industry, it is crucial that their capacities are strengthened to be able to effectively manage
the emerging challenges that accrue from hosting the resource. For example if local leaders
are to be the “eyes” of the central government in identifying any negative environmental
concerns such as pollution of water bodies it is important that they receive some form of
training in order to be able to effectively do so.

Ensure social equity:

It is crucial that access to information, distribution of revenue benefits and settling
grievances of affected persons does not segregate on gender, ethnicity and location. One
way of addressing this concern is by ensuring that the legal and regulatory frameworks
address all categories of people.

16 Kityo, R. (2011). The effects of the oil and gas exploration in the Albertine Rift region on biodiversity: A case of protected areas (Murchion Falls
National Park). www.natureuganda.org/.../Qil%20and%20Gas%20%20in%20the%20AR
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Appendix:

Map showing natural resource management in the Albertine Graben
region baseline survey coverage










