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INTRODUCTION

The Tanzania’s extractive sector 
(oil, minerals and natural gas) 
is an important sector that is 
critical in catalysing the country’s 
economic growth. Available 
statistics indicate that the sector 
accounts for almost 5 per cent 
(2018)1 of the Gross Domestic 
Product (GDP) while National 
Development projections 
estimates show that by 2025 the 
extractive sector’s contribution 
to the national economy will 
have increased about 10 per 
cent. During the same year, 
the usage of natural gas went 
up sharply as evidenced by the 
revenue collection from the sub 
sector. In its 2018/19 budget, 
the government had planned 
to collect TZS 394.44 billion 
from activities related to oil and 
natural gas. As of May 2019, the 

government had collected TZS 484.33 billion which is 123% of the target. 

The Second National Five-Year Development Plan (FYDP II), 2016/17 – 2020/21 under the 
theme “Nurturing Industrialization for Economic Transformation and Human Development” 
builds a base for transforming Tanzania into a semi-industrialized nation by 2025. For 
the government to realize its FYDP II objectives and be able to raise annual tax revenue 
collection from the extractive sector, which will further be translated into an increase in tax 
revenue to GDP ratio of 10 percent by 2020, all government authorities/bodies that are 
involved in tax and non-tax revenue generation and management need to be strengthened.

Despite the many challenges facing the extractive sector, such as tax evasion and tax 
avoidance by multinational companies, limited citizen participation in the extractive sector 
value/decision, the sector is by far one of the key sectors with an enormous potential to 
contribute to Tanzania’s industrialisation agenda as a means of realising positive changes in 
the society ranging from increased employment opportunities at the first level to improved 
quality of life at a longer term. 

Being cognizant of the sector’s significance to the country’s economy, HakiRasilimali and 
its members, a platform with a leaning towards enhancing extractive sector transparency 
and accountability agenda carried out an analysis reflecting the budgets for the Ministry 
of Minerals and Ministry of Energy in the financial years 2018/19 and 2019/20.  The main 
objective of this analysis is not only to advocate for the effective formulation and reforms 
on policies and laws which govern the Extractive Industries in Tanzania. But also contribute 
to the enhancement of the revenues accrued at sub national and national levels.
1   https://eiti.org/tanzania
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SECTION ONE:  

PRE BUGDET ANALYIS

1.0 PRE BUDGET-ANALYSIS - THE MINISTRY OF MINERALS FOR YEAR 2019/20

The 2018/19 budget for the Ministry of Minerals passed by Parliament was Sh. 58.907 
billion2, whereby Sh. 39,287,517,992, equivalent to 66.7 per cent of the ministerial 
budget, was for Other Charges while Sh. 19,650,964,000 equivalent to 33.3 per cent of 
the ministerial budget was for development projects. 

As of February 2019, the ministry had only received Sh. 23,412,070,873.43 for Other 
Charges, which is 
equivalent to 59 per 
cent of the projected 
OC budget (Sh. 
39, 287,517,992), 
compared to 
ONLY Sh. 100, 
000,000 which was 
released to cater 
for development 
projects, an amount 
that is equivalent 
to 0.5% of the 
d e v e l o p m e n t 
budget.

Figure 1: Budget allocation

The Ministry of Minerals then received a subsidy of Sh. 1.0 billion for the construction of 
minerals offices, an amount that had not been included in the budget. The constrained 
budget allocated to development impedes the implementation of many of the envisaged 

plans, or, when they 
are implemented 
the outcome is not 
satisfactory. This 
outcome won’t be 
of much use to the 
projects which are 
aimed at enabling 
the people, 
especially the small-
scale miners. 

Figure 2: Non-Taxes collected Vs expected collection

2  Ministry of Minerals 



72019 Budget Analysis Report

1.1.1 General Observation

The report by the Controller and Auditor General (CAG) covering the period ending June 
2018, unveiled in March 2019, shows that as of June 30, 2018, there was a balance of 
US$ 622,175 and Sh.130,331,274.45 in the Tanzania Investment Bank (TIB), as balance of 
US$3,000,000 in subsidy that had been issued by the World Bank to the then Ministry of 
Energy and Minerals (2015/16) for developing mineral resources in the country. These funds 
were meant to be subsidies to small-scale miners. However, there weren’t any explanations 
from the ministry regarding the said funds, which would have been helpful to small-scale 
miners.

1.2. ANALYSIS OF THE AGENCIES UNDER THE MINISTRY OF MINERALS

1.2.1 The Mining Commission: 

The Mining Commission 
has been established 
under the Mining Act 
2000, as reviewed in 
2017. The power to 
establish the Commission 
and its mandate are 
contained in Section 
21 and Section 22, 
under which, among 
other functions, it will 
supervise, coordinate, 
plan, control and 
implement all matters 
related to minerals and 
advise the Government 

on all issues concerning the mining sector in the country. Furthermore, the Commission is 
an organ with full authority to sue or to be sued when necessary. 



8

In the Financial Year 2018/19, the Mining Commission was allocated a budget of Sh. 
12,539,457,500, out of which Sh. 8,569,281,500 was assigned to OC whereas Sh. 
3,970,176,000 was meant for the Commission employees’ salaries. As of December 2018, 
the Commission had received Sh. 8.2 billion, which is equivalent to 94% of the half a year’s 
budget allocation.

Allocated Budget

According to the Financial Year 2019/20 Budget estimates, the Mining Commission is expected 
to spend Sh. 21,404,963,891 for the recurrent expenditure. This includes Sh. 13,396,281,500 
allocated to OC and Sh. 8, 008,682,391 for Commission employees’ salaries3.

Inadequate understanding of the Mining Act among stakeholders is among the challenges 
facing the Mining Commission. A situation which impedes its efforts to collect various levies 
as required by the Act. 

NOTE: There is need for the Mining Commission to put in place effective strategies aiming 
at providing capacity to the people on matters pertaining to the Mining Law, through 
mediums such as television, radio and social media, etc. This would enable more Tanzanians 
to be enlightened on the Mining Act and the functions of the Commission4.

1.2.2 Tanzania Extractive Industries Transparency Initiative (TEITI):

TEITI has been established under the Transparency and Accountability Act 2015 for the 
purpose of enhancing openness and accountability in the exploitation of extractive 
resources (mineral, oil and natural gas resources). The initiative is being coordinated under 
the Ministry of Minerals. 

Figure 3: TEITI Budget overview

Since its establishment, the initiative has had to contend with numerous challenges, including 
inadequate sources of funds for the implementation of its functions. 

3   Ministry of Minerals / Mining Commission reports and budget books
4    The Parliamentary Committee on Energy and Minerals: Ministry of Minerals implementation Report for the financial 

year 2017/18
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During the Financial Year 2018/19, TEITI indicated that it failed to carry out many of its 
planned activities due to scarcity of financial resources. A total of Sh. 1, 629,379,543 
was approved by Parliament through the Ministry of Minerals whereby, other charges 
expenditure allocated was sh. 243,415,543 while development expenditure was Sh. 1, 
385,964,000. However, the review shows, as of February 2019, no development money 
had been released to TEITI5. 

In 2018/19, the report also gives inadequate explanation to;

1)  How some projects were implemented given that, the institution never received any 
development funding. 

2)  The 9th and 10th TEITI reconciliation reports for Financial Years 2016/17 and 2017/18 
have not been unveiled to date. Though, it is being suggested that moves are 
underway to get a consultant to prepare the required report. Thus, there is a need 
for TEITI to give a feedback on steps that have been taken to ensure the said reports 
are availed on time so that Tanzania would not get a bad notification, as failure to 
comply with EITI.

3)  There are no explanations in the report regarding what steps have been taken to 
establish beneficial owner register as underscored by the then Minister for Minerals, 
Ms Angellah Kairuki in Dodoma, during the launching of the third TEITI committee 
on 25 October 2018. The register is of utmost importance in enhancing transparency 
in the extractive sector. It also puts in check the loss of resources and tax revenues 
from minerals, oil and natural gas. TEITI must provide feedback to the public with 
regard to what stage has been reached in effort to establish the Beneficial Ownership 
register.

4)  TEITI report indicates that among its achievements in the Financial Year 2018/19 
was the widened scope of transparency in the utilization of levies collected from 
extractive companies. However, there are no detailed reports showing which LGA 
have benefitted, and the rate of improvements therein and how that compares with 
the performance of the previous year. 

1.3 State Mining Corporation (STAMICO)

STAMICO is one of the parastatals under the Ministry of Minerals. It is fully owned by the 
Government and has been established in 1972 under the Public Corporations Act 1969.In 
2015 the Corporation was restructured under the Public Corporations Act (Revision of the 
establishment of the Public Corporations) 2015. STAMICO owns various mining companies 
including Stamigold, Buhemba Gold and the Kiwira Coal Mine and gears to make them 
profit making entities.

In its estimates for the Financial Year 2018/19, the Ministry of Minerals requested a total 
of Sh. 13.6 billion for development expenditure, out of which some Sh. 9 billion was set 
aside for spending on the Kiwira Coal and Buhemba Gold mining projects. Sh. 4 billion was 
allocated to OC / recurrent expenditure. These estimates notwithstanding, as of February 
2019, STAMICO had received only Sh. 2.7 billion which went to employees’ salaries and 
OC. This is to say, only 32.6 per cent of money allocated to STAMICO was released.

5   Ministry of Minerals Budget books 2018/19
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1.3.1 Challenges Facing STAMICO

According to CAG’s report for 2019, StamiGold, a subsidiary company of STAMICO, has been 
operating at a loss for the past three years. This is due to huge debts, low investment and 
failure of the company to engage in production. At the same time, for example, for several 
months StamiGold has been running its operations by using petrol oil for an estimation of 
450 liters a month. This is due to lack of electricity to run its operations.

Furthermore, Section 9 of the Review of the Mining Act 2010, through the Reviewed Act 
No 7 of 2017, the law requires that the State should hold at least 16 per cent shares in every 
mining company, although the Company Law and regulations are silent on what the State 
authority will be responsible for such shareholding. 

PRE BUDGET-ANALYSIS - THE MINISTRY OF ENERGY FOR YEAR 2019/20

During the Financial Year 2018/20, the Ministry of Energy had planned to collect and spend 
a total of Sh. 1. 692 Trillion6. Out of which Sh. 1. 665 Trillion was set aside for development 
expenditure while Sh. 27.1 billion was set for OC. As of December 2018, sh.275.40 billion 
had been released to cater for development, with Sh. 12.1 billion being released to cater for 
other expenditure7. 

For the Financial Year 2019/20, the ministry is planning to spend Sh.2.142 trillion which, 
Sh. 2.116 trillion has been slated for development projects whereas Sh. 26.339 billion has 
been allocated to other charges. Most Funds for development projects are expected to be 
accrued from domestic sources whereby the Government expects to raise Sh. 1.956 trillion 
locally while the remaining Sh. 1.60 billion to be raised from external sources. 

According to the ministry’s statistics, estimated revenue collection in the Financial Year 
2019/20 stands at Sh. 6.12 billion, being an increase of 55.5 per cent compared to what was 

6   Ministry of Energy reports and budget books
7   Report: The Parliamentary Committee on Energy and Minerals
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expected to be collected in the Financial Year 2018/19. However, a report by the Ministry 
does not show how much revenue has been collected during the previous year. 

NOTE: There is need for the details be made available to assist further scrutiny if there were 
any collection made during the Financial Year 2018/19.

Budget estimates for 
this financial year have 
increased by about 
26 per cent, and this 
is a result of huge 
amounts of money 
being channeled to the 
Rufiji Project which is 
expected to produce 
2, 2115 Megawatts 
whereby the cost of the 
project has increased 
from Sh.7 billion which 
was set in 2018/19 to Sh. 
1.443 trillion, which is a 
106.2 per cent increase. 

This is to say, the budget 
for year 2019/20 shows 
that more than half of 
the Ministry of Energy’s 
budget almost 74 per 
cent to be precise—has 
been directed to the 
Rufiji Project, which 
is a development 
undertaking. This is 
a good practice by 
the ministry being 
exemplary by allocating 
a proportionately larger 
amount of its budget 
to the development 
projects / expenditure 
for two consecutive 
years. Furthermore, 

we applaud the Government for its move to invest in a project that aims at eliminating 
electricity challenges in the country.

1.4 Recommendations

‘We acknowledge the Government’s laudable efforts to push for the implementation of the 
Stigler’s Gorge’. There is need for the Ministry to strongly consider allocating funds towards 
projects that are already at various stages of implementation, especially those of natural 
gas, so that they don’t lag behind other projects; delaying them is likely to negatively affect 
the progress of projects in other sectors.
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Figure 4: Budget allocation for the development projects

ANALYSIS OF THE AGENCIES UNDER THE MINISTRY OF ENERGY

1.5 Tanzania Petroleum Development Corporation (TPDC)

The Petroleum Act of 2015 gives mandate to the TPDC to undertake and supervise the 
activities of exploration, development and distribution of oil and natural gas in the country. 
Besides its importance and mandate, the TPDC remains impeded by various challenges 
including: 

Indebtedness & 
inefficient debt 
collection: The CAG 
report reveals that up 
to the year ending 
June 30, 2018, TPDC 
had accumulated 
losses amounting to 
Sh. 64.543 billion 
while it had whopping 
debts standing at Sh. 
3.544 trillion making 
it one of the country’s 
corporations with 
the most damning 
financial crises. On the 
other hand, a report 
by the Parliamentary 

Committee on Energy and Minerals shows that as of December 2018, TPDC was owed by, 
among others, TANESCO, Songas Ndovu Resource Ltd and Kilimanjaro Oil Ltd, a total of 
Sh. 527.096 billion, a situation that made some big companies threaten to stop selling to it 
natural gas over failures to meet its debt obligation on time. 
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Budget constraints and TPDC’s low level of investment: TPDC gets stuck in its efforts 
to implement goals that it sets out to accomplish. In 2016, for instance, the corporation 
prepared the NGUMP 2016—Natural Gas Utilization Master Plan—a plan that has laid out 
in detail the process of countrywide distribution of natural gas. However, implementation 
of the plan has not taken off in earnest to date due to lack of funds. 

Endless negotiations: For 
a long period now, there 
has been a series of endless 
discussions between the 
Government and extractive 
investors especially in 
relation to the gas projects. 
This is aadversely affecting 
some of the strategic plans 
involving natural gas, which 
are actually in various stages 
of implementation. One 
such projects thus affected is 
the LNG—liquefied natural 
gas plant. Furthermore, 
having such fruitless 
discussions leads to delays 
of investments through 
FDIs—that is, foreign direct 
investments—which, as we 
all know, are catalytic to 
numerous development projects in the country. Increase in FDIs inflows would help the 
Government to direct more of its resources to sectors that are constrained by inadequate 
budgetary funding especially in strategic human development areas.

1.6 Natural Gas Projects in 2018/19 – 2019/20.

Implementation of Natural gas projects set for Financial Year 2019/20 whereby a budget 
of 6.5 billion has been set aside to cater compensations, economic research all aiming at 
enabling a Government team in its discussions with investors. This project was proposed as 
it is for the Financial Year 2018/19 and allocated a budget of Sh6.5 billion.

1.6.1 Gas distribution and infrastructure:  This project aims at constructing an 
infrastructure for natural gas supply to Dar es Salaam City. A budget of Sh. 1.1 billion for this 
project has been set during the Financial Year 2019/20. It is noteworthy that, for this same 
project, a budget of Sh. 2.0 billion was allocated during the Financial Year 2018/19, but to 
date, no reports have been released explaining on the said natural gas supply plan. 

1.6.2  Supply of Natural Gas from Dar es Salaam to Uganda:  This project entails the 
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1.6.3   The East African Crude Oil Pipeline –EACOP: This project involves a continuation 
of the construction of crude oil pipeline from Uganda to Tanzania whereby in the financial 
year 2019/20 a budget of Sh. 7.0 billion has been allocated for the purpose of concluding 
contractual discussions between the partner states, (Uganda and Tanzania), and companies 
that are investing in this project (Total SA and Tullow Plc). However, in the Financial Year 
2018/19 Budget, Sh. 54 billion was allocated for similar activities to the current fiscal year. 
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SECTION TWO

POST BUDGET ANALYSIS: MINISTRY OF 
MINERALS AND MINISTRY OF ENERGY

2.0 Introduction 

Policy Forum in collaboration with HakiRasilimali have carried out this post analysis of the 
performance of the two ministries (Energy and Minerals) for the financial year 2018/19 to 
capture the extent at which the planned development projects were executed and using 
this information to assess the likelihood of the two ministries achieving the 2019/20 plans 
as well as informing future budgets. 

2.1  Overview of the National Budget and the Budget for the Ministry of Energy 
and Ministry Minerals

From 2016/17 to 2019/20, the national budget has been gradually increasing between the 
range of 2% to 7% with the highest increase of 6.8% observed in 2017/18 (TZS 31.7 
trillion from TZS 29.5 trillion in 2016/17) and the lowest increase of 1.9% observed in the 
2019/20 budget (TZS 33.1 trillion from TZS 32.5 trillion in 2018/19).  A similar gradual 
trend is observed when the budget is further broken down into development and recurrent 
expenditures. See figure 5 for these allocations. 

Figure 5: Budget allocation from 2016/2017 to 2019/2020

The 2019/20 budget for both the Ministry of Energy and Ministry of Minerals when 
combined has seen a 22% increase as a share of the national budget. The budget for the 
two has increased from TZS 1,692.3 billion in 2018/19 to TZS 2,166.0 billion in the 2019/20 
budget. This amount represents almost 7% of the national budget allocated to Energy and 
Minerals. See figure 6 below for more illustration.
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Figure 6: Comparison of the Energy and Minerals Budget and the National Budget 
from 2014/15 to 2019/20.

Source: Tanzanian Government Budget Books 

Further breakdown of this budget indicates that from 2017/18 the budget for the Ministry 
of Energy has seen consistent growth while that of the Ministry of Minerals increased from 
TZS 52.4 billion in 2017/18 to TZS 58.9 billion in 2018/19 and has decreased to TZS 49.5 
billion in the 2019/20 budget. Again, of the Tshs 2,166.0 billion that was allocated for the 
Ministry of Energy and Minerals in 2019/20 budget, Tshs 2,142.8 billion (about 97.7%) was 
for the energy sub sector and only Tsh 49.5 billion (2.3%) was allocated for the minerals 
sub sector. See figure 7.

Figure 7: Budget of the Ministry of Energy and Ministry of Minerals 2017/18 to 
2019/20.
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2.2 Ministry of Energy 

Adequate and reliable supply of power has the potential of contributing to both human 
development and an industrial economy. The Ministry of Energy forms one of the critical 
ministries that are directly impacting on the realization of an industrial economy envisioned 
in the development plan.  Human development also requires seeing people’s lives improved 
through amongst others, employment opportunities and accessing reliable supply of power 
for both domestic and commercial uses. 

2.2.1 Energy Supply and Demand. 

Tanzania has witnessed progress in power generation which has resulted into infrequent 
power rationing during the financial year 2018/19. Our power generation capacity has 
improved from production of 1,517.5 MW in 2017/18 to 1,601.9 MW in 2018/19. Adequate 
and reliable supply of power is key to our industrialisation agenda. For the country therefore 
to be able to realize the anticipated industrial economy and improved livelihood of the 
people, it is important that adequate investment is put in the energy sector. 

During the financial year 2018/19, the Ministry of Energy had the lion’s share in the budget 
as compared to its sister sector Minerals. While the Ministry of Minerals was allocated only 
TZS 58.9 billion in the 2018/19 budget, the Ministry of energy on its part was allocated TZS 
1,665.1 billion during the same year.  See figure 8 below.

Figure 8: Budget for the Ministry of Energy 2017/18 to 2019/20.

The budget for the Ministry of Energy increased significantly from TZS 945.9 billion 
in 2017/18 to TZS 1,692.3 billion in 2018/19, representing an increase of almost 85%. 
Development expenditure alone went up by 81.6% from TZS 916.8 billion in 2017/18 to 
TZS 1,665.1 billion in 2018/19. Recurrent expenditure on the other hand decreased by 6.6% 
from TZS 29.0 billion in 2017/18 to TZS 27.1 billion in 2018/19. 

The 2019/20 budget for the Ministry of energy sees a 26% increase from TZS 1,692.3 billion in 
2018/19 to TZS 2142.8 billion in 2019/20. Of this amount, TZS 2,116.5 billion (98.8%) is for 
development expenditure while TZS 26.3 billion is for recurrent expenditure. Development 
Partners are expected to contribute only TZS 160.1 billion of the total development budget.
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2.2.2 Priorities for 2018/19 Budget

During the financial year 2018/19, the Ministry of Energy committed to implement several 
development projects. Some of these included;

1. To improve and ensure reliable supply of power in the country, 

2. To improve the infrastructure for transporting and distributing electricity, and 

3. Construction of the pipeline from Hoima, Uganda to Tanga port. 

4. To construct a hydroelectric power project at Rufiji river, 

5. Continue strengthening the development of alternative sources of energy. 

2.2.3 Implementation Status

a)  Improving infrastructure and reliable supply e supply of power and 
construction of the Stigler’s gorge

We commend the government through the Ministry For good practice by allocating a 
proportionately larger amount of its budget to the development projects / expenditure for 
two consecutive years. For the progress made in the energy sub sector and encourage the 
same level of commitment to other sectors including the minerals sub sector. 

Unlike the Ministry of Minerals which received only a meagre share of its development 
funds, the Ministry of Energy had until May 2019 received almost over 80% of the approved 
allocations. The disbursed funds were used to implement Stigler’s gorge to produce 2, 115 
Megawatts, rural electrification and Sustainable Energy for All (SE4All) projects, among 
others. 

Even though we acknowledge the Government’s laudable efforts to push for the 
implementation of the Stigler’s Gorge, we would like to recommend that the Ministry 
to strongly consider allocating funds towards projects that are already at various stages 
of implementation, especially those of natural gas, so that they don’t lag behind other 
projects; delaying them is likely to negatively affect the progress of projects in other sectors, 
for instance the consumption of the Mtwara-Dar es Salaam Gas project .

In areas that gas is already being harnessed, namely Mnazi Bay and Songo Songo, the 
Government should facilitate the selling of gas at such areas to meet a variety of people’s 
needs. Available data shows that gas being used annually is between 4.18 and 6 per cent 
of the pipeline’s capacity. This is a massive loss to the country, given that the gas pipeline 
project was built on a loan whose payment is already underway [1]. 

The Government should give priority investing in strategic natural gas “zones” which are 
under TPDC and by expediting discussions with investors so as to reach a consensus. Delayed 
investment decisions might provide an opportunity to competing nations which are also 
rich in natural gas resource, like Mozambique.

b) Construction of the pipeline from Hoima, Uganda to Tanga port

We note that discussions around the Crude Oil Pipeline are taking a new angle i.e. Total 
suspending their operations in the project after termination of the farm-down agreement 
with CNOOC following the expiry of the sale and Purchas Agreements (PSAs) in Uganda. 
The SPAs expired because of a tax dispute between Tullow and the Uganda Revenue 
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Authority (URA) on capital gains tax (CGT) and tax liabilities that would accrue because of 
the farm-down.

It must be noted that these delays give an opportunity to both countries (Uganda and 
Tanzania) to better address concerns around the project. Independent assessments of the 
EACOP draft ESIA have already noted that the assessment is woefully weak on mitigation 
measures, is difficult to read and over-emphasizes the anticipated positive benefits of the 
pipeline with little mention of the potential negative impacts.

We also recommend that the Government to be transparent and disclose the extent of the 
consensus which has been reached between the two countries and the other parties as of 
now. And what would be expected from any new developments. Furthermore, the amount 
of compensation to be paid should be known, and what each partner state’s contribution 
would be in the funding of the project.

2.2.4  Implementation Challenges

There is a reasonable chance that if the government of Tanzania increases taxes during 
the on-going negotiations chances for the investment is the LNG project will shrink thus 
impacting on the expected revenues and FDIs in the country. From NRGI ANALYSIS8the 
economic model and specific assumptions of the project suggest that a long-term LNG price 
of USD 11 per mmBtu is needed for investors to earn the return they would require from 
LNG projects. Current forecasts by the IMF and World Bank are $7-8 per mmBtu. Thus, the 
government needs to adopt to a more progressive tax regime, avoid raising the share of gas 
to be sold to the domestic markets.

2.3 Ministry of Minerals 

As indicated earlier, the budget for minerals sub sector has gone down from TZS 58.9 billion 
in 2018/19 to TZS 49.5 billion in 2019/20 budget. Further breakdown of the TZS 49.5 
billion allocation indicates that TZS 7.0 billion (14.1%) is set for development expenditure 
and TZS 42.4 billion (85.7%) was for recurrent expenditure. See figure 9. Of the TZS 42.4 
billion for recurrent expenditure, TZS 25.9 billion (61.1%) was for Other Charges (OC) 
while TZS 16.5 billion (38.9%) was for Personnel Emolument (PE). It is important to note 
that all the development funds for the 2019/20 budget is expected to come from internal 
sources.

In the 2018/19 budget, the ministry was allocated TZS 58.9 billion. Of this amount, TZS 
39.3 billion was for recurrent costs that cover Personnel Emolument at TZS 18.3 billion and 
Other Charges at TZS 20.9 billion. TZS 19.6 billion was allocated for development expenses 
whereby TZS 16.8 billion (85.6%) was from internal sources and TZS 2.8 billion (14.4%) 
was to be from external sources.

While the recurrent budget has increased from TZS 39.3 billion in 2018/19 to TZS 42.4 
billion in 2019/20, the increase is reflected in the other charges costs which has increased 
from TZS 20.9 billion in 2018/19 to TZS 25.9 billion in 2019/10. The budget for Personnel 
Emoluments which covers salaries has gone down from TZS 18.3 billion in 2018/19 to TZS 
16.5 billion in 2019/20.

8   Natural Resource Governance Institute
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Figure 9: Budget of the Ministry of Minerals 2017/18 to 2019/20.

The development budget on the other hand has seen a significant decrease in the 2019/20 
budget. This budget has decreased from TZS 19.6 billion in 2018/19 to a mere TZS 7.0 
billion in 2019/20 budget. The speech the respective Minister on 2019/20 budget indicates 
that of the development budget allocated last year, only TZS 100 million was disbursed 
as of March 2019; and this was from internal sources. All the development budget for 
2019/20 is to be financed by internal sources. It is important that the government disburses 
adequately to this sector.

2.3.1 Priorities for 2018/19?  

The following were some of the priorities for 2018/19; 

1. To improve revenue collection from the sub sector, 

2. Enhancing the skills of small-scale miners, 

3. To encourage value addition activities in the mining sub sector, 

4. Encouraging investment in the strategic projects in the sub sector, and 

5. Improving the involvement of the local population in the sub sector.

2.4 Implementation Status

2.4.1 Improving revenue collection from the mining sub sector

Until March 2019, the Ministry of Minerals had received TZS 26.0 billion, out of which TZS 
25.9 billion was for recurrent expenditure while only TZS 100 million was for development 
expenditure. To a large extent, most of the development projects were not implemented in 
2018/19 as disbursement of development funds was not encouraging. While we applaud the 
government for confining itself to funding development projects by using internal sources 
in the 2019/20 budget, it is important that it improves on disbursement.
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While we notice this serious under disbursement of funds for the Ministry of Minerals, 
we however find it interesting that during the same period, the Ministry was supposed 
to collect over TZS 310 billion as revenue for the financial year 2018/19. By March 2019, 
the Ministry had already collected over TZS 240 billion which represents 78.6% of the 
target. This increase (particularly from the sale of Tanzanite under Artisanal and Small-Scale 
Mining (ASM)) is due to changes in mining law, the introduction of mining markets and 
the constriction of the Wall in Arusha leading to an increase of production from 147.7 to 
781.2kg (An increase to kore than 400 %) .Those records provide for the cover of three 
consecutive years – 2016 to 2018 and the first five months of 2019.

Table 1: Tanzanite Production and government revenue collected before and after 
UKUTA.

YEAR 2016 2017 2018 2018/JULY-2019/MAY
PRODUCTION (KG) 164.6 147.7 781.2 1086.5

GOVT REVENUE (TSHS) 71,800,000 166,000,000   1,430,000,000 1,422,000,000 

GOVT REVENUE PER KG 436,209        1,123,900           1,830,517                      1,308,790 

Source: Government 
spokesperson 30 May 2019

However, in comparison production and revenue records for the period of 2018/July – 
2019/May as it stands bring ambiguity on the data overlap the production and government 
revenue collected. 

2.4.2    Participation of Tanzanians and their products in the extractive value chain 
(Local Content)

To achieve industrial economy and human development by 2025, the government must 
ensure maximum and meaningful participation of Tanzanians and their products in the 
entire extractive value chain. The Mining act of 2010 and the petroleum act of 2015 require 
all companies to have local content plans upon investment. Participation of the Tanzanians 
in the extractive value chain is through employment opportunities, service delivery, linked 
businesses and ownership through buying of extractive company shares listed in The Dar es 
Salaam Stock of Exchange (DSE).  

During 2018/19 The Ministry of Minerals failed to do an assessment on the available 
capacity of Tanzanians to participate in the extractive investment value chains as planned. 
This assessment is in the 2019/20 plan and expected to be implemented in collaboration 
with NEEC with no or limited budget allocation. Therefore, just as it was last year, it is 
very unlikely that this activity will be done. We urge the government to allocate adequate 
resources for the Ministry of Minerals to be able to carry out this important exercise.

2.4.3   Land Compensation and resettlement.

Reliable infrastructures and sustainable energy supply are critical and of high demand 
towards realization of the industrial economy by 2025.  Of recent, the Ministry of Energy 
is implementing mega energy projects such as Natural Gas pipeline from Mtwara to Dar 
es Salaam, Stigler’s Gorge, Liquefied Natural Gas plant (LNG) and East Africa Crude Oil 
Pipeline (ECOAP) from Uganda to Tanga. The said projects aim at ensuring reliable and 
sustainable energy supply. However, it is very important that the implementation of these 
projects consider the well-being of host communities. 



22

In line of the above, for 2019/20 financial year the government has allocated TZS 6.5 
billion for land compensation, resettlement, research and government negotiations on 
LNG project. The same amount was allocated in 2018/19 budget albeit with disbursement 
challenges hence delays on compensations and resettlement for more than three years since 
the valuation process was completed. 

According to Tanzania legal system, the government (TPDC in this case) acquires land for 
the project on behalf of investors. Therefore, the government through TPDC and other 
responsible MDAs should allocate and disburse enough budget to compensate all those 
whose land was acquired for the project while the negotiations between government 
and investors are ongoing. If the government is unable to do so until the negations are 
complete, then it would be prudent for TPDC to notify the affected communities and the 
existing valuation done in 2015 to be deemed invalid so that the community can continue 
with their economic development activities. The pace towards industrial economy must 
reduce social economic vulnerability for host communities.

2.5 Our Key Recommendations.

1.  Measures to improve revenue collection in the energy and minerals sector should go 
hand in hand with timely disbursement of resources to these institutions. 

2.  Since the Mining sector collects significant revenues, it is important that the government 
disburse funds in time to implement development projects in the sector and ensure 
reliable supply of power for both domestic and commercial uses. 

3.  There should be strategic investment in small scale mining since their contribution to 
the sector is significant.  

4. Special attention should be given to women and youth engaged in small scale mining. 

5.  Enhance the participation of the local population in the extractive sector through 
adequate funding for the implementation of the local content strategy. 

6. Ensure policy harmonisation and implementation of the same.
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SECTION THREE

RECOMMENDATIONS AND POLICY OPTIONS:

3.1 National Budget Allocation & Distribution

There should be a way of ensuring there is an equitable sharing of resources so as to 
allow all sectors to flourish. For instance, the 2019/20 budget estimates for the Energy and 
Construction sectors swallow up over 50 per cent of the National Budget. This can lead to 
situation whereby other sectors miss adequate resources to implement their development 
projects. Furthermore, much as we acknowledge the importance of these two (2) sectors 
that has taken up the lion’s share of the budget, we would like to advocate that the 
implementation of the projects in question be carried out in phases to allow for a more 
equitable funding for the benefit other projects.

3.2  Policy Direction

HakiRasilimali would like to congratulate the Government and its agencies for the on-going 
reforms in the sector which aim at making sure there is sense in resource nationalism and 
the that the country is reaping maximum benefits from its resources. On another note, 
we have witnessed Government leaders issuing directives that aim at correcting numerous 
shortcomings and expediting the implementation of what is obtained in the Mining Act of 
2010 (as reviewed in 2017). At the same time, we acknowledge Government’s step to meet 
with artisanal miners for the purpose of understanding their grievances, challenges and 
views in regards to the mining sector. 
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For this reason, we have seen a number of changes such as getting rid of the 18 per cent 
valued added tax (VAT) and the 5 per cent withholding tax that artisanal miners were 
charged. We further give a thumbs-up to the establishment of minerals markets in the 
mining regions, as well as the government’s statement that it will repossess the ownership 
of the Kiwira Coal Mines and that it will settle the TANCOAL Company’s debts. 

However, we see the need to re-emphasize and recommend the need for the Government 
to review some of its laws in the mining sector development i.e. TEITA Act, 2015, 2017 
Natural Wealth and Resource; The Permanent Sovereignty Act 2017 with other related laws, 
which some of the clauses seem to face implementation challenges. We further propose 
that there should be more push to enable financially, technically and managerially the 
implementation of the various laws and in order to facilitate effective control of Tanzania’s 
mineral resources for the benefit of all our people. 

In that case, therefore, as CSO expect to see the new decisions and policy direction in the 
mining, oil and natural gas, lead to establishment of structures and sustainable institutions 
that provide for broader people’s participation, transparency and accountability. 

Notably though, TEITI has a big role to play in promoting and ensuring accountability and 
transparency in the extractive sector. Transparency and accountability in the extractive value 
chain reduces risk of tax evasion, corruption and other forms of Illicit Financial Flows (IFFs). 
Thus, Tanzania can obtain optimal benefits and promote industrialization at large. This is 
possible only if TEITI is fully capacitated to effectively execute its roles and responsibilities.

3.3  Transparency and Accountability in the Extractive Sector. 

To realize the objectives of the FYDP II, the GoT is committed to ensure that tax system is 
transparent, fair and the capacity of TEITI is enhanced to provide oversight in the mining, 
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oil and gas sectors. Since 2009, TEITI has been producing annual reconciliation reports 
on the mineral and petroleum sectors’ payments. However, due to zero disbursement of 
development budget in the 2018/2019 financial year, TEITI has not been able to execute its 
duties effectively as expected such as production of annual reconciliation report for the year 
2017/2018 and delays on development of public register for disclosure of the beneficial 
ownership. 

3.3.1 Tanzania Extractive Industries Transparency Initiative (TEITI):

First and foremost, we would Applaud Government’s good intention behind the 
establishment of TEITI, an initiative that is bound to increase transparency and accountability 
in the mining, oil and gas sectors in Tanzania. At the same time, we have great confidence 
in the Government and other development stakeholders’ aim to make TEITI a stronger 
entity. It is our belief that the challenges that have arisen have provided for all concerned 
stakeholders to re-organize for the purpose of attaining the set goals. For that reason, we 
would like to recommend on the following:

a)  The Government should make amend of the Tanzania Extractive Industries Transparency 
and Accountability Act 2015 to enable TEITI to operate as an independent agency 
with its own, broad structure and execute its oversight role more effectively and 
timely.

b)  Apart from making use of television and radio, TEITI should also use alternative ways 
to inform stakeholders and the general public in general of its functions and activities, 
by using social media and community radio that have a wide reach and are and close 
to many ordinary people. 

c)  The Government, through the Ministry of Minerals, should expedite the process of 
availing people with information and ensure transparency with regards to contracts 
on mining, oil and natural gas projects. This will be in concord with the fact that the 
main objective of establishing TEITI is to facilitate growth of the extractive sector and 
enhance transparency and accountability.

d)  TEITI should issue a report on the progress of the special audit on the Sh30.5 billion 
as discrepancy in the reconciled report noted in 8th TEITI report by a consultant.

e)  TEITI should expedite the recruitment of its staff with the necessary expertise to fulfill 
the various tasks for the secretariat. The Ministry of Minerals must ensure funds are 
also made available for TEITI for it to carry out its mandate effectively.

3.4  State Participation in the Mining, Oil and Gas

State participation in mining, oil and gas is often through the involvement of state-owned 
companies and equity shares in key extractive projects.  In Tanzania, participation of 
the state in the Extractive sector is through State Mining Corporation (STAMICO) and 
Tanzania Petroleum Development Corporation (TPDC) established in 1972 and 1969 
under the Public Corporations Act of 1969 with all their shares held by the Treasury 
Registrar.

The biggest implementation challenges faced by resource-rich societies in sub-Saharan 
Africa are fulfilling the legal requirements to transfer revenues collected from oil, gas and 
mining to local authorities, and publicly disclosing information on social and environmental 
impacts. Half of the 28 countries studied do not disclose environmental and social impact 
assessments, even though this is a legal requirement in many countries.
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“If countries in sub-Saharan Africa closed the ‘implementation gap’ and fully implemented 
their own laws, they could generate greater income from natural resources. They could 
also better combat the negative human and environmental impacts of extraction,” said Silas 
Olan’g, Africa Co-Director for the Natural Resource Governance Institute

3.4.1  State Mining Corporation-STAMICO

We acknowledge the efforts made by the Government through the Ministry of Minerals 
in revamping the corporation. We believe there is genuine intention to make STAMICO a 
strong and profit-making entity. In this regard, therefore, the significance of Stamico in the 
development of Tanzania’s mineral resources is critical and we would like to recommend 
on the following among others: 

3.4.2   Capital Investment

The Government should inject substantial capital investment in STAMICO as well as 
issuing it with subsidies and bonding it against its debts so it can boost its financial base 
and manage its production costs. 

3.4.3   STAMICO as a holding company

STAMICO should undergo a massive structural change which would transform it to a holding 
company, capable of acquiring shares in other mining companies. Whereas, it increases the 
capacity to boost its capital base by entering into strategic investment partnerships and if 
possible, acquire loans and invite individual stakeholders who are keen on investing in the 
company’s’ priorities.

a)  STAMICO will also be able to increase its capital base fast. Furthermore, it will make 
it easy for the CAG to audit extractive related companies and satisfy himself of the 
conduct of such firms that currently, the CAG cannot audit them under the prevailing 
laws.

b)  STAMICO to be restructured in a way that it can acquire the mandate to coordinate, 
on behalf of the Government, the 16 per cent shares owned by the State. 

c)  Diversifying STAMICO operations and undertake research and investments in a wider 
variety of minerals such as graphite and coal instead of just sticking to few products 
such as gold. 

3.5  Gas Distribution

In areas that gas is already being harnessed, namely Mnazi Bay and Songo Songo, the 
Government should facilitate the selling of gas at such areas to meet a variety of people’s 
needs. Available data shows that gas being used annually is between 4.18 and 6 per cent 
of the pipeline’s capacity. This is a massive loss to the country, given that the gas pipeline 
project was built on a loan whose payment is already underway9. 

The Government should give priority investing in strategic natural gas “zones” which are 
under TPDC and by expediting discussions with investors so as to reach a consensus. Delayed 
investment decisions might provide an opportunity to competing nations which are also 
rich in natural gas resource, like Mozambique. 

TPDC must put more efforts in its search for reliable markets for the natural gas that is 
ready for distribution. During the Financial Year 2018/19, almost 10 factories were already 
connected or in negotiation for gas connections. For this financial year the expectation is to 
9   CAG report on Government accounts 2017/18-Public entities
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connect 2,000 homes/houses to the natural gas infrastructure. However, these targets are 
not enough, given the many industries that the country has. Our recommendation is that 
the Government should invest more in this area and enable TPDC to attain more ambitious 
targets. 

3.6  Access to Information and Auditing of Extractive Companies.

A report by the CAG has revealed challenges that his office had to contend with i.e 
accessing information on finances and contracts from extractive companies and extractive 
corporations. These challenges made it impossible for the CAG’s office to carry out audits 
in these organisations as mandated by the Law10. 

The CAG has limited access to auditing extractive companies, contrary to Article 143 of the 
URT and section 5 and 15 of my Public Audit Act in 2008, on access to information. These 
provisions of the law are underpinned by section 26 of the Mining Amendment Act of 2010 
and its subsequent amendments, and section 93 of the 2017 Oil Act, provisions that prohibit 
the information of 
extractive to third 
parties except only 
with the consent of the 
owners of the mine or 
the license or the right 
to extraction. Article 
18 (k) of the protocol 
for the exchange 
of information on 
the implementation 
of 2013 (MPSA 
2013) allows the 
government through 
its empowered 
representatives to 
obtain contract 
information. The 
CAG Office around 
February 2019 had 
requested information 
from the Ministry of Energy and TPDC. This process had taken about two months, thus 
failure for CAG to conduct the audit records of the company on allowable and receivable 
costs and revenue earned in the 2016/17 report1112.

Thus, in order to stimulate increase in transparency and accountability in the sector, there 
is a need for a review of mining, oil and natural gas legislation to give direct authority for 
the CAG be able to obtain information that will support his audit process for the interest 
of the country.

10    The CAG office has a limited scope in auditing the extractive industry companies, contrary to Article 143 of the 
Constitution of Tanzania and sections 5 and 15 of the Public Audit Act 2008, with respect to accessing informa-
tion and persons.

11   CAG report 2016/17
12    FROM TRANSPARENCY TO IMPROVED REVENUE COLLECTION AND MANAGEMENT IN THE EXTRACTIVE 

SECTOR IN TANZANIA (HakiRasilimali working Paper, 2019)
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3.7  Enabling Local Content

Going through the Mining Act 2010 and its regulations, the mining companies in Tanzania 
are supposed to prepare and present plans specifying how they intend to incorporate local 
people in the value chain for purpose of enabling them. Among other things, the enabling 
plans should clearly show how companies owned by local people will be given priority in 
getting tenders to supply goods and services available in the country. Furthermore, there 
must be more employment opportunities for Tanzanians, and this should go hand in hand 
with providing them with necessary training. This push is well intended and deserves credit 
because it aims at making it possible for the citizens to benefit from their country’s mining 
economy. 

The challenges observed during the analysis include but not limited to lack of meticulousness 
and competitiveness in companies owned by local investors, when it comes to seizing 
opportunities. There is also lack of linkages in the value chain associating mining and other 
economic sectors such as agriculture, fisheries and education, coupled with our people’s 
low appreciation of the available opportunities. 

It is recommended that the Government should come up with structures and implementable 
strategies to prepare its citizens in ways that build their capacity to effectively take part in 
the opportunities that are available in the extractive. This can be done by for instance being 
able to work together with stakeholders from various institutions including civil society 
organizations.

3.8  Corporate Social Responsibility (CSR)

With regard to CSR 
practices, section 102 
0f the Mining Act 
2010 (as reviewed 
in 2017) underscores 
the responsibility 
of companies to 
be involved in 
provision of services 
to communities 
surrounding them, 
where extraction 
activities take place. 
The Law also provides 
that each year, these 
companies must plan 
for CSR programs 
shall be presented 
to the relevant 
local government 
authorities for discussions and endorsement ahead of its implementation. This is a good 
thing with good intentions enabling people to enjoy social services that their community 
needs13.

However, the main challenge here is that there are some companies that do not comply 
13    Mganda V (2016): Challenges on Corporrate Social Responsibilities in the Mining sector in Tanzania; The case study 

of Bulyhanhulu and Geita Gold Mining. Business Education Journal Volume 1 issue No. 2.
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as required by the Law. At times there are clashes arising from misunderstandings between 
some companies and the local authorities whereby, some companies believe it is them who 
should determine what to do in this regard while some local authority leaders believe it is 
them who should present their requirement to the relevant company and demand release 
of the funds to them that were meant for CSR implementation. Furthermore, since there 
is no cap in terms a percentage of what a company should provide in relation to its social 
responsibility, it has been possible for communities to get much less than what they should. 
In this case, therefore, we propose that comprehensive regulations and guidelines on how 
corporate social responsibility should be undertaken be established at national level and 
spell out responsibilities and duties of various stakeholders including companies and the 
local authorities.

3.9  Small-scale Mining

Enhancing the capacity of small-scale miners in one of the key areas given priority in 
the Mining Act 2010 (as reviewed in 2017). Small-scale mining sub sector has created 
employment for many communities and enabled the country to earn revenue accruing from 
taxes and levies related to mining activities. According to data sourced from the Ministry 
of Minerals, between July 2018 and February, 2019, a total of 4,497 licenses were issued 
to small-scale miners by the Mining Commission. The move by the Government through 
the Ministry of Mining to start issuing subsidies to small-scale miners as well as getting rid 
of VAT and withholding tax for small-scale miners is a most laudable thing, for it aims at 
enabling artisanal miners. Together with these efforts, the Government has had to deal with 
issues of small-scale miners having to contend with working with substandard equipment, 
inadequate and unreliable markets, undersized mining zones, conflicts and lack of capital. 

It will therefore be necessary for the government, through the Ministry, Mining Commission 
and STAMICO to provide assistance to small-scale miners by issuing them credit mining 
equipment, providing them with expertise and access to technology needed for profitable 
mining operations. This would also entail facilitating them with access to relevant knowledge, 
research findings and capital, which could entail establishing e.g. Mining banks or being 
their guarantor so they can access bank loans with low interest rates. 

3.10 Environmental Protection.

The Ministry of Energy 
and the Government 
to find ways in which 
the TPDC ambitious 
program (NGUMP) 
will expedite the use of 
natural gas in people’s 
homes and reduce 
the requirement of 
charcoal and firewood 
and production of 
more fossils.  

Secondly; being aware 
that there are some 
mining projects that 
are about to be close 
or are facing pending 
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closure such as the Bulyanhulu Goldmine, we recommend the Government to allocate 
ample budget for the purpose of commissioning an environmental assessment and findings 
should be made public so as to enlighten people, especially those who live close to such 
projects, to take necessary measures to protect their health and lives. 

Other institutions, such as CSOs, as well as academic institutions, should undertake parallel 
researches with the aim of support Government’s efforts in dealing with decommissioning 
of the extractive projects.

Bearing in mind the trends of climate change, and the Government’s efforts to revive and 
invest in the area of coal mining, we would appreciate if the Government would review 
the laws that govern and provides for combustion of climate change and its impacts.

3.11 National Local Content and Corporate Social Responsibility Plan / Policy.

In order for the country to benefit from its resources, the Government needs to prepare 
a national plan or national policy that will provide guidelines for companies on how to 
harness Local content standards but also providing guidelines to link the extractive sector 
with other sectors along the value chain. This will increase a multiplier effect and the 
agenda of resource nationalism might be easily realized through this National local content 
plan / Policy

CSR is well articulate in the law, therefore both companies and Local Government Authorities 
need to focus more on putting efforts to realize community priorities rather than working 
to fulfil national plans as expressed by the Government, party manifestos, or leader’s 
directives.

3.12 Gender and Extractives.

Looking through the Ministerial plans (Energy and Minerals) for financial year 2018/19 and 
2019/20, limited or no information is provided on how most the development projects will 
have impacts specially on women and marginalized groups to benefit from the extractive 
sector. Experientially, women and girls are exposed to greater risks associated with extractive 
operations while they receive little or no benefit. Their representation and Participation 
particularly in the value chain is very scanty compared to men. Men appear to be the 
sole recipients of the benefits. The benefits to men are realised through employment and 
property compensation while the costs, such as family or social disruption and environmental 
degradation, are shouldered by women.

It is recommended that the Government through its line ministries and agencies consider 
opening up more spaces to enable / facilitate women participation and consultation in 
the sector. Laws and regulations should also be harmonized but also the extractive laws 
should be reviews in order to provide for women participation, access and consultation 
throughout the value chain.

3.13 Institutional Framework and Structure.

There is a need to review the structure of the Ministry of Minerals and make necessary 
changes, especially where there are departments whose functions are duplicated in one 
form or another. In this context, we have noted that the Mining Commission as established 
under the reviewed Mineral Act 2010 takes over responsibilities that have hitherto been 
under the jurisdiction of the Mineral department (within the Ministry structure). Continuing 
to have these two creates confusion and doing the same jobs is in fact waste of resources 
(that would have been allocated to strengthen institutions e.g. TEITI).
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3.14 Political Statements and Budget Implementation

In accordance with the rule of law, procedures and regulations of the country, all budgets 
allocations and expenditures must be endorsed by the Parliament on behalf of the people14. 
However, observations from media, presentations and arguments in the Parliament and 
directives from leaders, there have been numerous political statements that are bound to 
have implications in the implementation of the budget passed by Parliament. In order to 
have a budget that is workable, National leaders should avoid such political statements that 
introduce costs that were not budgeted for. That is the only way resources and people’s 
taxes will be well spent on the basis of spelt out priorities and not otherwise.

In that regard, therefore, Government officials must adhere to the country’s laws, procedures 
and regulations in the management and implementation of the Budget as planned.

Going against the reality of the Budget and issuing unchecked political utterances do not 
only lead to losses; they also erode people’s confidence in their leaders and the Government 
as a whole15.

 
14   The Constitution of the United Republic of Tanzania (1977); 136 (1a & b) 
15   The Constitution of the United Republic of Tanzania (1977) section 8 (a)(b)(c)
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