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ABSTRACT 

It is a common view that states in the developing world with substantial extractive natural resource 

discoveries may not have the capacity to tax and regulate multinational companies in the sector. In 

this article, we show that ruling elites in recently resource-rich Tanzania  – and in Uganda – expected 

to become resource-rich in the foreseeable future - have learned from the resource curse: they seek to 

construct ‘pockets of effectiveness’ (POEs) to regulate and tax natural resources. We explain the 

political incentives to create such pockets by combining insights from the POE and the Political 

Settlement literatures. We argue that POEs are likely to be established in emerging resource-rich 

countries with three characteristics: some degree of competitive elections; widespread voter 

expectations of future natural resource prosperity; and absence of powerful domestic firms in the 

sector who can resist taxation. The political benefits of such POEs are higher revenues that can boost 

government spending power and, hence, political legitimacy. These outweigh the political costs of 

establishing POEs, namely rents and patronage foregone. This insight is missed in much of the 

writings on the impact of natural resource wealth in African countries.  
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1. INTRODUCTION 

The natural resource (NR) curse literature has shown that subsoil assets such as minerals, oil and gas 

often lead to rent-seeking activities, patronage and corruption (Ross, 2016; Anthonsen et al. 2012). It 

also predicts that administrative capacity to regulate and tax the NR sector is negatively influenced 

by large volumes of NR rents.1 Influential individuals can, for example, be bribed to grant favourable 

contracts to the Multinational Companies (MNCs) or to regulate and tax them lightly. Nigeria is often 

referred to as the typical case of the resource curse (Watts, 2004; Lewis 2007). Here, corruption in 

all agencies dealing with the oil sector is endemic, and the designated state agencies’ oversight and 

regulatory role over the industry often ‘virtually non-existent’ (Turkson 2016).  

Research on the NR curse rarely distinguishes between the effects of resource riches on different 

types of state agencies. However, countries with newly found extractive resources are often eager to 

avoid ending up like the bad examples (Orihuela 2013) (Papyrakis, Rieger, & Gilberthorpe, 2017). 

They therefore attempt to build ‘Pockets of Effectiveness’ (POEs) in domestic agencies that deal with 

the NR MNCs. International donors are often eager to support such efforts.  

Effective agencies are not easily created in poor countries with clientelist politics. A common 

definition of POEs is that they are organisations that are reasonably effective in carrying out their 

functions and in serving some conception of the public good, despite operating in surroundings where 

most agencies are ineffective and subject to serious corruption, patronage and so on (Leonard 2010; 

Roll 2014). However, the public goods yardstick used in such definitions diverts attention from a key 

feature of POEs, namely that their emergence and sustenance are most likely when they produce 

goods that are (also) politically important for ruling elite survival.  

                                                 

1. Extractives, extractive natural resources or natural resources refer to oil, natural gas or minerals. We use the terms 

extractive resource industry and extractive sector interchangeably. 
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The purpose of this article is to develop and illustrate the use of an analytical framework to 

understand the political conditions for the emergence of POEs to regulate and tax extractive 

industries.  

Theoretically, we combine insights from two perspectives. The POE literature helps to identify the 

features that characterise POEs (Roll 2014). The Political Settlement approach (Khan 2010; Whitfield 

et al. 2015) helps to understand the political costs and benefits of creating such pockets in countries 

characterised by political factionalism. We argue that political incentives to create POEs to regulate 

and tax NR in both countries are linked to three characteristics: resource nationalism2  boosted by 

widespread popular expectations of substantial future benefits from NR; some degree of competitive 

elections;; and absence of powerful domestic firms in the extractive sector who can resist taxation 

and regulation.  Our empirical analyses show that these three conditions have contributed to 

establishing POEs to tax and regulate the extractive sector in both countries although the 

sustainability of such POEs is constantly challenged. 

Empirically, we select recent resource-rich African countries with these three characteristics. Relative 

recent findings of extractive resources, i.e. in this Millennium, can perhaps be better managed, 

because governments may have learned from the mistakes of others. Tanzania and Uganda are good 

examples. Their governments have officially stated that they want to avoid becoming resource curse 

countries (United Republic of Tanzania 2012: 5; Republic of Uganda, 2010, p. 54). Their concerns 

are justified in that over the last twenty years Tanzania has become a resource-rich country and 

Uganda is an emerging one (Oxfam, 2014).3  Tanzania’s export of gold took off in the early 2000s; 

                                                 
2 Resource nationalism connotes a government’s effort to gain greater control or value from its natural resources, but there is 

no agreed definition. We focus on the importance of expectations of natural resources wealth for policy-making on taxation 

and regulation of the extractive sector (Frynas & Buur, 2020; Pryke, 2017).  

3 In resource-rich countries – as defined by IMF - exports of non-renewable natural resources such as oil, minerals and metals 

account for more than 25 % of the value of the country’s total exports. 
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the exploitation of gas began in 2004; and discoveries of major gas deposits both offshore and deep-

sea were made from 2010 onwards. Uganda found large deposits of oil in 2006, which are yet to be 

exploited on a larger scale; its entire extractive sector is still quite small.   

 We focus on agencies for two key functions with regard to the extractive industry: taxation and 

regulation. These are important functions in the exploration and early extraction phase. We 

demonstrate the usefulness of a political settlement framework by identifying political incentives to 

establish POEs in such agencies.  

Based on a review of the relevant literature, we set out an analytical framework. Then, based on a 

combination of official statistics, policy documents, secondary sources of information, interviews and 

own observations through decades of research in Uganda and Tanzania, we offer evidence of 

emerging POEs in Uganda and Tanzania before analysing political incentives and concluding. 

 

2. A POLITICAL INCENTIVES FRAMEWORK TO STUDYING POEs 

 

The term ‘Pockets of Effectiveness’ gained ground with the research on the East Asian developmental 

state, in which specific agencies were able to promote certain industrial sectors (Johnson 1982).4 In 

so-called intermediary state types, such agencies existed within a clientelist context of weak 

institutions (Onis 1991; Evans 1995). Roll (2014) identifies at least three characteristics of such 

agencies:5 (i) a strong executive able to protect an agency from rent-seeking by powerful groups in 

society; (ii) bureaucratic autonomy to enable agencies to run their operations without too many 

                                                 
4
. Much of the resource curse literature focuses on the macro level and is therefore not useful for understanding the 

emergence of specific POEs.  

5. Roll points to six conditions, of which we find the three listed here to be the most important. 



5 

 

restrictions in terms of finance, staff, procedures and organisation; and (iii) merit-based recruitment 

to break with norms of patronage appointments.  

The political incentives to build POEs is not well articulated in the literature (Leftwich 2000; Mehri 

2015). Political settlement (PS) theory is useful for this purpose because it focuses on the set of 

institutions and power relations that characterise the social order in a country (Khan 2010; Whitfield 

et al. 2015). Within a country-specific PS, the ruling elites must construct and continuously maintain 

a coalition of powerful groups, some of which could otherwise challenge the elite’s hold on power 

(North et al. 2009; Whitfield et al. 2015).6  

Since PS theory focuses on rent access and relations of influence between different social groups, 

it sheds light on the conditions under which even fragmented ruling elites may have political 

incentives to create capacity to implement certain policies effectively. A political settlement 

perspective on the first condition of a POE, a strong executive enables us to go beyond the concept 

of ‘political will’ to capture the political incentives of the executive. A PS perspective helps to 

understand the political costs of protecting an agency from rent seeking by powerful groups. If they 

do not gain access to benefits generated by the agency, they must be either repressed or allowed 

access to other rents in order not to threaten political stability (Khan 2010). At the same time, the 

political benefit of creating a strong agency is that more revenue is generated to improve service 

provision, and that the ability of the ruling elite to tax foreign multinational oil companies is 

demonstrated to voters. Both are useful to increase political legitimacy and win elections. 

Competitive multi-party elections in themselves provide an incentive to protect POEs in 

extractives because financing of public services is needed to win votes (Coulibaly, Silwé, & Logan, 

                                                 
6 We follow Whitfield et.al, 2015 in defining the ruling elite as the president and his inner circle. The ruling coalition 

consists of the groups and individuals holding the ruling elite in power. We refer to the executive and the president 

interchangeably in this article. 
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2018). When the NR wealth in hitherto poor countries becomes known to political elites and voters 

alike – as happened during the 2000s in several countries  – popular expectations grow about the use 

of such wealth for the common good7 

 Electoral pressures force ruling elites to become responsive – although not necessarily accountable 

– and help to drive the emergence of POEs  when the benefits of this ‘outweigh the cost of losing the 

electoral advantage provided by the distribution of patronage’ (Geddes 1990: 218).  

Finally, a PS perspective draws attention to industry actors. Politically powerful domestic 

companies typically push for lenient regulation and low taxation. However, in many low-income 

countries with newly found NR  powerful domestic actors in that sector are yet to emerge, and local 

companies are only slowly gearing up  to  engage in the extractive industries (Hansen et al. 2015). 

Therefore, in the absence of powerful domestic actors, who would be important for the ruling elite to 

accommodate, the political costs for the ruling elite of stronger regulation and taxation of (foreign) 

companies can be affordable.  

Organisational autonomy implies that the political leadership and the legislature set the overall 

policy goals and guidelines for the relevant agencies and provide them with political support but, at 

the same time, avoid intervening in day-to-day operations. That balance is never clear-cut. 

‘Autonomy’ is often based on informal arrangements and does not translate directly into specific 

legal, procedural and organisational arrangements (Therkildsen 2004). It must be renegotiated 

continuously. POE leadership must protect its autonomy by seeking to shape and recreate its 

organisational environment, and by gaining the trust of political leaders, who, in turn, may reward 

the agency by granting it additional autonomy (Evans 1995).  

                                                 
7 Rakner (2007), for example, shows how the taxation of copper companies was politicized during Zambian election 

campaigns. 
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In a political settlement perspective, the political cost of allowing an agency too much autonomy 

is reduced control over who is taxed and who is exempted. Ruling elites will take care not to tax 

important supporters of the coalition too hard. This cost is not a major concern where domestic 

companies in the NR sector are still few and politically weak. The benefit of granting autonomy is 

that it can improve the agency’s capacity to generate revenues from the extractives sector, which is 

dominated by foreign multinationals. The ruling elites can even reinforce agency autonomy vis-à-vis 

these companies by supporting the agency’s negotiations with them.  

The performance-enhancing political benefits of merit-based recruitment are well established in 

the literature (Evans 1995; Grindle 1997). It requires substantial skills to negotiate with extractive 

MNCs on revenues and regulatory issues, which are often complex. Merit-based recruitment is easier 

to realise when agencies have some autonomy and can be used not only for staff in general but also 

for the appointment of the Chief Executive Officers (CEOs). Typically, the head of state makes such 

appointments; they are clearly political appointments. Yet, as Roll (2014) points out, the emergence 

of a POE is more likely when the CEO is  a technocrat rather than a politician and is loyal to the head 

of state. To forego patronage in favour of merit-based appointments is very difficult in public sectors 

where the powers to hire, fire, promote and dismiss are central to building and maintaining political 

support (Khan 2010). The short-term benefits of patronage may conflict with the possible long-term 

political benefits of merit-based recruitment (Geddes 1994). In a political settlement perspective, the 

question is whether the need to hold together the ruling coalition through future revenues outweighs 

the costs of patronage foregone. In cases of urgent needs to use appointments as patronage, the ruling 

elite can use other agencies or government sectors than the extractives to give access to rents. If such 

other patronage opportunities exist, the oil and gas agencies may be more easily kept free.  

 



8 

 

3. EVIDENCE OF POEs IN TANZANIA’S AND UGANDA’S EXTRACTIVES SECTORS 

By definition the concept of POE is relative. A POE exists as an island in a sea of clientelism and 

is defined against the rest of the ‘organisational ocean’. Hence, its effectiveness is not measured 

against some absolute standard, but rather against other public agencies in the country, similar public 

agencies in comparable countries or against its own performance over time. In this section, we assess 

the performance of organisations in the extractives sectors primarily against other similar agencies in 

Sub-Saharan Africa, and against their own performance over time. More detailed political economy 

analyses of these POEs are made in the next section.  

 

POEs in Tanzania’s extractive sector 

In the past Tanzania’s regulatory framework was both inadequate and weakly enforced.  (Addison & 

Roe, 2018, 102). During the 2000s, a flourish of new legislation and regulations has strengthened 

Tanzania’s formal basis for enforcement of the governance of the extractive sector. In 2017, the 

National Resources Governance Institute concluded that a ‘strong legal framework for Tanzania’s 

oil, gas and mining sectors’ now exists (Natural Resource Governance Institute, 2017c). Lee and 

Dupuy (2016, 15) made a similar assessment: ‘Tanzania’s new petroleum regulatory framework 

represents a significant improvement over past legislation’. Tax rates are disclosed in laws, and 

production, export and company payment data are disclosed. Compared to  other Sub-Saharan African 

countries this gives Tanzania a high score of 87 of 100 in mining taxation in 2016 (Natural Resource 

Governance Institute, 2017a, 2). 

The new framework gives more controlling power over extractive sector resources to the state 

(including the president) and, to some extent, the citizens of Tanzania. This will help to  increase 

revenues  (Miyandazi, 2019). Woodroffe et al. (2017) provide detailed analyses of the many new acts 

and regulations. Especially in 2017 the tax screw was tightened. Tanzania’s average effective tax rate 
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on gold in 2019, for example, was 74% compared to 51% prior to 2017. Significantly reduced tax 

exemptions for mining companies since 2012 have contributed to this (Therkildsen & Bak, 2019) – a 

dramatic change from the situation in earlier years (IMF & United Republic of Tanzania, 2011, 17). 

The new tax rate was considerably higher than for other African countries (Scurfield & Olan'g, 2019) 

which was believed to negatively affect investment in the mining sector. However, in June 2020 the 

government changed the fiscal regime to strike a better balance between revenue generation and 

incentives to invest . 

Many government agencies are involved in drafting and enforcing this framework – ranging from the 

President’s Office to the local governments (Addison and Roe,2018, 249). Only two important ones 

are dealt with in subsequent sections:  the Tanzania Revenue Authority (TRA) and the Tanzania 

Petroleum Development Corporation (TPDC).8 

Evidence of emerging POE is based on TRA’s relatively successful enforcement of taxation of 

extractive industries; on the outcomes of Product Sharing Agreement (PSA) negotiations through 

TPDC, which requires skills to succeed; and on court cases against extractive companies, which  

require agency capacity to provide evidence to win. Corruption trends are also considered.   

The government quest for increased extractive revenues has driven many of the regulatory changes 

and revenues from extractives, especially gold, have increased significantly. As new mineral 

production began during the early 2000s, mining tax payments rose from less than Tsh4 billion in 

1999 to Tsh50 billion by 2004 (some US$45 million). By 2012 this had risen to US$482 million – 

equivalent to 12.8% of total government revenues (Roe, 2016, 6). In 2014, total revenues from 

extractives was US$763 million (TEITI, 2015, 10).9  The International Centre for Tax and 

Development (ICTD) data base shows that the volume of resource revenues have kept rising since 

                                                 
8 These two agencies are also chosen because some information about them is publically available. (TEITI, 2020). 

9. Newer extractive revenue data are not available at TEITI – and not at all on the TRA and MOF websites.  Generally, 

such data are only partly disclosed by the authorities.  
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then.10 Such increases are a result of generally increased production and increasing commodity prices 

during the 2000s (IMF, 2014, Figure 3), but also of better tax enforcement. Roe (2016, 6-7) calls this 

revenue outcome ‘impressive’ – also compared to other countries. Likewise, TRA is labelled  a 

‘paragon of excellence’ among Tanzania’s public sector organisations (African Development Bank, 

2011, 259).   

Past PSAs with large multi-national companies hampered revenues (IMF, 2012, 13) but have been 

re-negotiated in the 2000s with relative success – an indication that certain involved organisations 

performed well. An addendum to a 2012 gas PSA with Statoil (now Equinor), a Norwegian company, 

for example, suggest that the deal, which TPDC negotiated in 2012, ‘is not out of line with 

international standards for a country that had no proven offshore reserves of natural gas at the time 

when the original contract was signed’ in 2007 (Natural Resource Governance Institute, 2015, 8). 

Other analysts also find that Tanzania’s PSAs are generally favourable to the government ( Pedersen 

& Bofin, 2015, 20). Moreover, PSAs are enforced rigorously: ‘every single invoice of TPDC’s PSA 

operating partners is supposedly checked’ – although unsurprisingly, this leads to large administrative 

delays (Pedersen, 2019, 27).  

Tanzania also brings an increasing number of extractive sector companies to court. Four cases 

involving TRA were decided by the Court of Appeal in 2015. In the previous ten years, there were 

no such cases (TRA 2019). TRA won most or all the specific appeals raised by the companies.11 

No evidence-based assessment of corruption in public organisations dealing with the extractive 

sector per se is available. However, in 2009, TRA as a whole was less corrupt than other revenue 

authorities in the region (Kim & Kim, 2018, 59). An Afrobarometer survey of  citizens’ perceptions 

of corruption showed that while 37% of respondents considered ‘most’ or ‘all’  TRA officials corrupt 

                                                 
10 https://www.wider.unu.edu/project/government-revenue-dataset 

11. Bulyanhulu Gold Mine (most TRA appeals won), African Barrick Gold (100%), Geita Gold Mine (100%), BP 

Tanzania (partly), North Mara Gold Mine (100%). See https://www.tra.go.tz/index.php/decided-tax-cases. (accessed 31.7.19). 

https://www.wider.unu.edu/project/government-revenue-dataset
https://www.tra.go.tz/index.php/decided-tax-cases
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in 2014,  only 14% did so in 2017  (Olan'g & Msami, 2017, Table 1).  TRA is also perceived as far 

less corrupt than Tanzania’s police, land services and the judiciary  (Transparency International, 

2017, 26).  Finally, Thabo Mbeki, chair of the High Level Panel on Illicit Financial Flows from Africa 

has praised Tanzania’s efforts in this area. He specifically referred to the mining sector (CoDa 2018). 

 

POEs in Uganda’s extractive sector 

As in Tanzania, many agencies and ministries are involved in the taxation and regulation of the 

emerging extractives sector.  Due to their importance for taxation and regulation we focus on the 

Uganda Revenue Authority (URA) and the Petroleum Exploration and Production Department 

(PEPD) and the National Petroleum Authority (NPA), which took over from PEDP in 2013. 

Uganda’s regulatory framework for  the extractives sector was changed with a new national oil and 

gas policy (2008) in which the commercial and regulatory functions are separated. In 2013, after 

much debate, the parliament passed the the Petroleum (Exploration, Development and Production) 

Act. The act provides for a tri-partite arrangement governing the oil sector, in which a directorate 

within the Ministry of Energy sets broad policy directions for the sector, a National Petroleum 

Authority (NPA) is responsible for regulation and a state-owned national oil company handles the 

state’s commercial interests in the sector (RoU, 2013, section 43, a). The tri-partite arrangement 

follows international best practice but was primarily driven by technocrats in the Ministry of Energy 

and built on a series of studies of best practice and analyses of what would fit best within the Ugandan 

context (Hickey & Izama, 2020). The framework has also enabled Uganda to apply for membership 

of the Extractives Industries Transparency Initiative which it was granted in August 2020. 

As in Tanzania, the new framework grants authority to the executive. Particularly, the Minister of 

Energy has extensive powers, for example, over who gains concessions and contracts. Because the 
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minister is appointed by the president, the president has substantial potential influence through him.12 

The regulatory framework for dealing with actors in the oil sector is for the most part well in place. 

The National Resource Governance Institute carried out an assessment of Uganda’s oil company 

taxation rules.  On the sub-component to do with taxation of oil companies, Uganda  scores  100 out 

of 100 possible points.  

A range of organisations enforce this regulatory framework. Prior to 2013, a designated 

department in the Ministry of Energy was the main agency, but after 2013, the NPA has been 

responsible for all regulatory functions. The oil and gas section within the Uganda Revenue Authority 

(URA) is also relevant. The section has been supported in terms of capacity building, but since oil is 

not yet pumped, it has not yet been able to show its ability to tax the sector other than collecting one-

off fees, stamp duties and capital gains tax collection in case of the selling of activities from one 

company to another (URA official 2015 int.).  

Before 2013, the PEPD was recognised as an effective agency by academics and practitioners alike 

(Norad 2011; Kjær 2013; Hickey and Izama, 2016). The PEPD was running negotiations with oil 

companies, and its technocrats were observed by oil companies to be competent and tough negotiators 

(Oil company source 2013 int.; see also Hickey & Izama 2016; Patey 2014). For example, the Global 

Witness (2014) analysed the PSAs signed in 2012 by oil companies and the Ugandan government 

and concluded that the Ugandan government had been able to negotiate a far better deal than the 

previous one. It showed that the future tax take from the oil sector ‘appears to be high by global 

standards in both the pre-2008 and 2012 contracts, ranging from 80% to over 90% of profits 

depending on circumstances.’ In their recent in-depth research of oil governance, Sam Hickey and 

Angelo Izama (2020) describe the PEPD as capable of getting better deals for Uganda than e.g. 

                                                 

12. For this reason, there were vocal protests from many MPs and CSOs who thought authority to grant concessions 

should belong to a board (Kjær 2013; Hickey and Izama 2016).  



13 

 

Ghana. They also explored the recent decision to place the oil pipeline from Uganda in Tanzania 

rather than Kenya, which was President Museveni’s decision. They conclude that this decision was 

based on a technical analysis by  PEPD staff  rather than political considerations.  

The relative efficiency of regulation and taxation of the oil sector may be challenged by the new 

post-2013 institutional set-up because of the risk that expertise will be spread too thinly (Hickey & 

Izama 2020). However, there are indicators that the NPA is an emerging new POE. Its head is the 

former head of the PEPD, and although still understaffed, the Authority has appointed many skilled 

staff. Some of these were employees with the PEPD, and trained officials from the URAs oil and gas 

section have also left the URA for the Authority because of better pay there (Former URA staff 2019 

int.). 

The fact that POEs have emerged with respect to regulation and taxation of oil companies does 

not imply that the entire oil sector is efficient or that other parts of the extractives sector are efficient. 

For example, whereas Uganda has high scores (100) on taxation and regulation of oil companies, the 

National Resource Governance analysis only awards Uganda a score of 42 on the management (use) 

of oil revenues (Natural Resource Governance Institute, 2017c). The sector is not corruption free 

either. In 2011, some ministers were accused of taking bribes from a British oil exploration 

company.13 Likewise, the mining sector in Uganda, although not very large, is known to have been 

used for rent access (Bukenya & Hickey 2018). The Attorney General, for example, observes that 

VAT on mining has not been enforced (GoU 2018). Also, numerous unregistered and non-tax paying 

mining companies exist in Uganda (Former adviser to URA 2019 int.). This illustrates the political 

economy insight referred to earlier: the emergence of one particular POE may be conditioned on rent-

seeking possibilities elsewhere. 

                                                 

13. Interviews, but see also e.g. BBC News (2011) 
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4. THE POLITICAL ECONOMY OF THE QUEST FOR RESOURCE REVENUES 

 

Uganda and Tanzania are characterized by fragmented political settlements, electoral competition14 

and resource nationalism, factors which we theorize lead to a push for increased taxation and 

regulation of natural resources 

Tanzania’s Chama Cha Mapinduzi (CCM) has ruled the country since independence as the 

dominant party (merging with its counterpart in Zanzibar in 1977). It is precisely the ability of the 

CCM to win elections that makes it the ‘party of choice’ for political entrepreneurs, who often have 

little in common other than the pursuit of power. Over the years, the CCM ruling coalition has become 

more fragmented, a tendency beginning with the inclusion of the Zanzibari party branch and, later, 

with disagreements about structural adjustment reforms and the introduction of regular multiparty 

elections (Gray, 2013). Democratisation strengthened the lower-level factions of CCM in that active 

support of local party leaders to mobilise votes for the party became increasingly important. In 

addition, the central role of the local-level party leaders in the internal nomination of CCM candidates 

has bolstered their power (Whitfield et al. 2015). However, CCM’s election-winning margins have 

shrunk over the years (Pedersen, Jacob, & Bofin, 2020), elections have become more competitive 

(Jakob and Pedersen, 2018) and this has increased the need to generate additional political financing 

and revenues for public services. 15   

Uganda is a nation with many different ethno-regional, religious and socio-economic groups, 

which makes it difficult to construct a stable ruling coalition. President Museveni and the National 

Resistance Movement (NRM) elite has, better than prior governments, been able to maintain political 

stability since taking power in 1986 through a combination of co-optation, patronage and repression 

                                                 
14 Even though the quality of democracy is debatable in both countries. Freedom House 2020 scores are 40/100 for Tanzania 

and 34/100 for Uganda, freedomhouse.org accessed November 2020. 
15 The recent October 2020 election was different. CCM’s winning margin increased substantially compared to earlier years. 

It followed an unprecedented suppression of the opposition both before and during the election campaign. 
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of powerful groups (Vokes & Wilkins 2016). Over the years, the initial broad-based movement 

system was replaced with a multiparty system, and the term and age limits on the presidency have 

been lifted. This means that the inner circle around the president has narrowed, but at the same time, 

competition among lower-level factions of the coalition has increased. Parliamentary elections are 

relatively competitive, but the introduction of NRM primary elections in 2010 has also increased 

intra-party competition (Vokes & Wilkins 2016; Kjær 2015). In all, staying in power has become 

increasingly expensive because of more fragmentation and an increased reliance on state resources, 

– including the financing of public services, to buy political legitimacy (Golooba-Mutebi & Hickey 

2017; Barkan 2011)16.    

It is in this context of increased factionalism that the political benefits and costs of creating 

effective agencies to tax and regulate the natural resource sector should be assessed. Obviously, 

access to resources is important for coalition building. And the potential for additional revenues 

appears to be substantial. For example, the accumulated projected future revenues from gas in 

Tanzania could be around $34 billion by 2040 (IMF 2016)17  - on top of the potential gains from 

increased taxation of the mining sector, that the Tanzanian Government have pushed heavily as 

explained above.  In Uganda future oil revenues could be five times higher than non-oil revenues in 

Uganda (Therkildsen 2014, 13-14; Patey. 2015).18 These are attention-grabbing figures, even given 

recent commodity price falls and the difficulties of projection.  

No wonder that taxation of extractive industries is becoming an important political issue in the two 

countries and has appeared prominently in the media and in national election campaigns. It is no 

                                                 
16. Barkan (2011) refers to this phenomenon as ‘Inflationary patronage’. 

17. Compare this to total Tanzanian revenues in 2014 of Tshs 10200 billion (IMF 2016, Table 2b), equivalent to 

US$6.2 billion. 

18. The exact size of the Ugandan oil reserves has yet to firmly established, but it has been upgraded several times 

(Kjær 2013). In 2012, the estimate was 3.5 billion barrels, but this was increased to 6.5 billion barrels in 2014 (Patey, 

2015) 
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accident either that major legislation to enhance NR revenues and regulations were introduced in 

Tanzania in the election years of 2005, 2010 and 2015 (Le & Viñuela 2012, 13; Melyoki 2017). 

Across party lines in both Tanzania and Uganda, politicians advocated for more local content in 

extractive industries. For example, they wanted MNCs to hire more local staff and use local suppliers 

(Hansen et.al., 2015). They also advocated for higher taxes on the MNCs involved in the sector.19 

Resource nationalism often runs high in public debates (Vokes 2012; Jacob et al. 2016). Political 

leaders in Tanzania and Uganda do respond to such public perceptions – contrary to the widespread 

view in much of the academic literature on elections in Africa (Kjær & Therkildsen 2012).They know 

that to ‘be tough’ on the extractive resources MNCs is popular.  

 

5. POLITICAL INCENTIVES TO CREATE POEs IN NATURAL RESOURCE 

REGULATION AND TAXATION IN TANZANIA AND UGANDA 

Using the analytical framework presented earlier, the analyses below show how the benefits and costs 

of effective natural resource regulation and taxation shape the political incentives to establish POEs.  

 

The role of the executive in natural resource regulation and taxation 

Heads of state in both Tanzania and Uganda have taken strong personal interests in the extractives 

sector.  

Following the reintroduction of competitive elections in 1992, all Tanzanian presidents have put 

substantial efforts into improving regulation and taxation of natural resources. Each one of them 

formed important committees to advise the government on this.20 The Mining Act of 2010, which 

                                                 

19. Based on analyses of CCM Manifestos from 2005, 2010 and 2015 (personal communication with Thabit Jones). 

See also Business Times (2015). On Uganda, see NRM (2016) and The Guardian (2016). 

20. Mkapa established the 2004 Mining Policy Review Committee (the Kipokola Committee). Kikwete set up the 

Masha Committee in 2006 and, later, the very influential Bomani Committee in 2008. See Muganyizi (2012: 31). 
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increased company taxation significantly, is a major result of that work. A spate of new legislation in 

2015 further strengthened the government’s grip on extractive industries (Melyoki 2017).  

Moreover, Benjamin Mkapa (1995-2005) personally pushed for the privatisation of state 

enterprises, liberalisation of the economy and invitations to MNCs to invest in extractive industries. 

He prioritised large-scale mining over artisanal operation, arguing that working with MNCs was in 

the national interest. It was as controversial a view at that time as it is today (Cooksey & Kelsall 

2011). Mkapa was also keenly interested in the TRA, which was established in 1996. He kept a close 

eye on TRA revenue collection performance. Political interest in the exploitation of gas came later as 

knowledge about the huge exploitable deposits emerged. Revenues from NR grew by 365 percent 

from 2010 to 2017 much faster than the 30 percent growth in   total revenues21 . President Jakaya 

Kikwete (2005-2015) has especially pushed for the larger involvement of state agencies in the gas 

sector, to the dissatisfaction of some domestic capitalists. John Magufuli, the current president, 

continues this push. He is also personally involved in major gas negotiations and has moved 

vigorously against corruption. At the same time, the Magufuli government has aggressively re-

negotiated tax agreements with larger gold miners. Increased revenues have resulted – although not 

as significant as the government set out to achieve. The President appoints the chief executive 

(Commissioner General) of the TRA, the General Manager of the TPDC and the board members of 

these two organisations based on recommendations from the Minister for Finance. This is an 

indication of the strong interest that the Executive has in these organisations. Civil servants, ministers, 

academics and private sector representatives have been members of the boards (Fjeldstad & Heggstad 

2011).  

Uganda’s president Museveni has been in office throughout the period of oil exploration. He often 

speaks publicly about developing the oil sector and refers to the country’s petroleum resources as ‘my 

                                                 
21 Based on figures from the ICTD/Wider data base. 
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oil’.22 In speeches and public statements, he has made clear that the government is committed to 

optimising resource intakes from the oil sector. In 2008, for example, the president launched a two-

day seminar discussing the new national oil and gas policy and repeated his commitment to avoiding 

that Uganda’s oil become a curse (African Development Bank, 2009). He has also personally 

participated in negotiations with international oil companies and has pushed for deals that are in 

Uganda’s national interest (Hickey & Izama, 2016). The personalisation of the oil sector has, for good 

reason, been a cause of concern, but it is not unique to Uganda, nor is it likely that the political push 

for good deals with international oil companies would be different in any future regime (Patey, 2015).  

With respect to appointments, the President remains in control. The Minister of Finance appoints 

the Commissioner General of the URA as well as the board. The 1998 amendments to the statutes 

give the ministry the power to nominate four out of seven board members in contrast to the previous 

four out of nine (Therkildsen 2004). The Minister of Energy appoints the commissioner for the PEPD 

and, since 2016, the Director of the NPA. Since the President appoints the ministers, he is widely 

perceived to have a decisive role in these appointments (Kangave 2005; Hickey & Izama, 2016).  

The bottom line of these analyses is that the executives  in both countries have been, and continue 

to be, actively interested in and supportive of developing – and taxing – the extractive sectors. This 

indicates that political benefits of doing so are substantial. 

 

Agency autonomy 

The relative autonomy of the state agencies involved in regulating and taxing the extractive industries 

is evidence of this high-level political support. Formal autonomy vis-à-vis the political head has 

declined somewhat over time in both countries, as measured on some conventionally used autonomy 

                                                 
22. See e.g. The Guardian (2016). 
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parameters (Sulle 2010; Hickey & Izama, 2016). However, autonomy vis-a-vis the MNCs has been 

strengthened. 

Thus, to a large extent, TRA controls its own operational procedures but is under increasing 

political pressure to meet very ambitious revenue targets across all sectors. Moreover, TRA depends 

on government allocations for its budget. Consequently, it does not have the autonomy to set salaries 

for its own staff. While salaries were raised dramatically when TRA was established in 1996, they 

remained unchanged in nominal terms until 2000 (Fjeldstad 2003) and have not subsequently kept up 

with inflation. Although TRA pay levels have therefore declined in real terms over time, they are still 

substantially higher compared to pay in the ordinary public service. This helps to motivate staff 

performance (Fjeldstad 2003).  

Over the years, TPDC has not been nearly as exposed to political attention as TRA has. Its work 

does not affect the private sector and citizens as directly as the tax authority’s activities do. It is only 

during the last decade that the central role of TPDC has re-emerged. The 2015 legislation23  does not 

clarify its political independence (Lee & Dupuy 2016: 97) but in practice, it has had a good deal of 

autonomy and has actually performed quite well (Melyoki 2017). From 2016, however, president 

Magufuli’s  more aggressive resource nationalism has reduced TPDC’s autonomy (Pedersen et al., 

2020). 

In Uganda, the URA was established as a quasi-autonomous agency in 1991 with a board of 

directors appointed by and responsible to the Minister of Finance. It was granted operational 

autonomy in day-to-day affairs and in its recruitment of officials in return for achieving set revenue 

collection targets (Kangave 2005). As in Tanzania, the URA board has no mandate to involve itself 

in individual tax cases. The URA also has no mandate to set the salaries of its staff, which have 

                                                 

23. These are the Petroleum Act, the Tanzania Extractive Industry (Transparency and Accountability) Act and the 

Oil and Gas Management Act. See also Melyoki (2017). 
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declined relative to new authorities’ salaries, such as those of the new NPA (Former HR officer 2019 

int.).  Finally, as in Tanzania, the URA is forced to reach fairly strict revenue targets set by the 

Ministry of Finance (Former URA official 2019 int.) Hence, the URA continuously struggles to 

maintain its autonomy vis-à-vis the Ministry of Finance and the government. As regards the URA’s 

ability to tax the oil companies, the government has been supportive and has backed programmes to 

strengthen the capacity of the oil and gas department within the URA. The URA has successfully 

collected licenses and fees from the oil MNC. In a particularly renowned case, URA officials 

successfully took Heritage Oil, an oil exploration company, to court. The company, which sold its 

assets in Uganda to British-based Tullow oil, ‘worked aggressively to circumvent’ paying a high 

capital gains tax by relocating to Mauritius, which had a double taxation agreement with Uganda 

(Butagira, 2016). An over four-year tax dispute resulted, but the URA successfully pursued it and 

was eventually paid about US$400 million in capital gains tax. The case was prepared by a 

commissioner together with other staff from the natural resource unit within the URA and a lawyer, 

Doris Akol, then head of legal services (and currently the commissioner general of the URA).24 

Subsequently, there was some controversy over the president’s rewarding officials involved in the 

case (from the Ministry of Finance, the PEPD and the URA) with a considerable bonus, the so-called 

‘golden handshake’ (Parliament of the Republic of Uganda 2017). However, the Heritage Oil case 

clearly illustrates the ability of the URA to assert itself against an international oil company. Political 

support helped strengthen the URA’s autonomy vis-à-vis oil MNCs (Vokes 2012).  

Thus, the revenue authorities in both countries have lost some of their initial formal political and 

administrative autonomy because strong executives, keen to increase revenues from extractive sector 

companies, intervene on a regular basis. Nevertheless, their performance in revenue collection from 

the extractive industries has generally improved over the course of the 2000s. There are also 

                                                 
24. There was later some debate on who was involved in preparing the case because they received a cash bonus 

from the President (See Uganda Radio Network 2017). 
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indicators that political intervention has been used by the ruling elite to boost the revenue agencies’ 

bureaucratic autonomy and bargaining power vis-a-vis the MNCs. Formal autonomy is clearly just 

one factor influencing the effectiveness of organisations, as the next sections will show, but our 

analyses illustrated that there is a strong political drive to support agencies in dealing with extractive 

companies. 

 

Merit-based recruitment 

Analyses of actual recruitment practices in the relevant agencies are limited. A detailed assessment 

of staff qualifications is thus not easy. However,   indications are that merit-based recruitment to some 

extent has been practiced in  those parts of TRA, URA, TPDC and NPA that deal with extractive 

industry taxation and regulations.  

Thus, a repeated finding in all three Tanzanian reviews of the mining sector undertaken since 1994 

has been that a major stumbling block to effectively manage the oversight and taxation of the sector 

was lack of capacity. Consequently, the TRA’s Large Taxpayer Department (LTD) was established 

in 2001. It is responsible for the taxation of the mining sector. Its recruitment was based on 

professionalism, and it has received substantial capacity-building support from donors, including 

recruitment of staff, investments in computerisation and improved work procedures.25 The LTD’s 

effectiveness has improved as a result.  

With respect to recruitment of the TRA’s Commissioners General, it is remarkable that, although 

politically appointed by the president, they have all been technocrats and not members of the inner 

circles of the ruling party. The longest-serving CEO, Harry Kitillya, served for 14 years from 1999 

                                                 
25 Interview on October 28, 2020,  with Odd-Helge Fjeldstad, who has done research on TRA since the early 2000s.  
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until retirement in 2013; he has an accountancy background.26 Subsequently, his deputy was 

promoted to the top post by President Kikwete in 2014 but was fired by President Magufuli in late 

2015 following a smuggling scandal in the port of Dar es Salaam. The current CEO is also a 

technocrat. Recent CEOs of TPDC have all been NR sector competent technocrats without close ties 

to the ruling party. However, as in TRA, president Magufuli anti-corruption drive has hit TPDC. In 

2018, five high-ranking officials, including the CEO, James Mataragio, were charged with abuse of 

public office by awarding a $3.2 million mining survey contract to an U.S. firm without authorisation 

of the TPDC board (the CEO had previously been an employee of that firm).27 

CEOs in both the URA and the PEPD have generally been competent, yet not always recruited 

only on merit. The longest-serving director, Allen Catherine Kagina (2004-14), is known to be a loyal 

supporter of the NRM ruling elite (Katusiimeh & Kangave 2015) with family relations to the 

President, but at the same time, she was able to draw upon those same relations to negotiate better 

conditions for her staff. The commissioner general until March of 2020 is a tax lawyer with a long 

career in the URA and is known to be loyal to the president, but she is not a relative. 

Merit-based recruitment presupposes that qualified staff exist. President Yoweri Museveni 

regularly refers to the Ugandan government’s foresight when they first discovered oil in the 1990s. 

Instead of urging its production, the government sent Ugandans abroad to become educated about the 

oil sector, and now, 20 years later, capacity to deal with the oil exists (African Development Bank, 

2009). Uganda has especially looked to as ‘the Norway-model’ for inspiration on building local 

capacity to negotiate with oil companies and, in general, to better manage oil (Hickey and Izama, 

                                                 
26. He was widely respected, but since retiring, he has been accused of money laundering while in office. The case 

is still with the courts.  

27. https://af.reuters.com/article/topNews/idAFKCN1GS277-OZATP?feedType=RSS&feedName=topNews (March 

17, 2018). 
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2020). The PEPD was strengthened with technical advice from Norway, among others, and it was 

staffed with qualified candidates with an education in oil economics or engineering. It was also 

allocated sufficient resources to pay decent salaries and to buy adequate equipment and tools to fulfil 

its functions. A 2011 Norwegian evaluation report noted that the PEPD was ‘competent institution 

with a number of highly experienced and focused directors and staff’ (Norad, 2011). They have 

expertise with regard to data management, negotiating contracts, setting up the relevant legal 

framework and dealing with matters related to refineries. A 2014 evaluation of support for Uganda’s 

petroleum sector notes how the PEPD’s human resource base has been strengthened in order to 

oversee the entire institutional set-up in the sector (Scanteam 2014). Since 2013, some of the staff 

from the URA’s oil and gas section and from the PEPD has, as noted, been recruited by the NPA, the 

new regulatory agency.  

The relatively high merit of the agencies’ staffs indicates that building capacity in the extractives 

sector will entail political benefits. At the same time, the political cost of appointing heads of agencies 

who are not loyal to the ruling elites are high. Such appointments have therefore generally been 

avoided. 

In all, ruling elites in both countries have been able to back POEs in the extractives sector over a 

longer period, even under conditions characterised by increased fragmentation and vulnerability. This 

indicates that they are willing to bear short-term political costs in order to achieve longer-term 

benefits. 

 

6. CONCLUSION 

This article has examined the political incentives to create Pockets of Effectiveness in key agencies 

dealing with taxing and regulating the extractives sector in Tanzania and Uganda. We found that 

ruling elites in both countries have actively been attempting to construct such POEs. Relatively strong 
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chief executives have protected them from excessive patronage pressures, thereby making some 

degree of merit recruitment and learning by doing possible. Even if full autonomy has not been 

granted, ruling elites have supported the agencies in their dealing with large extractive companies and 

strengthened the legal and regulatory framework that makes this possible. Such conditions have 

emerged because there are significant political gains in creating POEs in extractive sectors whereas 

the political costs are relatively low. This insight is missed in much of the writings on the impact of 

natural resource wealth in African countries (See, e.g., Ross, 1999, 2016; Anthonsen et al., 2012; 

Prichard, Salardi, and Segal, 2018). . 

The political gains of POEs to tax and regulate extractive industries are that the ruling elites need 

revenues to build coalitions that will support their hold on power and to pay for public services. This 

helps to legitimise their rule and to win elections.28  Resource nationalism encourage ruling elites to 

show citizens that they can deal decisively with the MNCs in the sector, and the political costs of 

taxing and regulating them are limited as they are not important in the political settlements of the two 

countries. Moreover, powerful locally owned companies are not much affected because their 

engagement and investments in the emerging extractive sector is still limited.    

Our findings indicate that, contrary to what the resource curse literature contends, it is possible to 

maintain ruling coalitions without allowing unlimited access to NR rents by powerful factions. POEs 

in agencies responsible for extractive industry taxation and regulation may therefore emerge even in 

countries where political elites are fragmented and power is strongly contested, even though 

corruption may be widespread in the state bureaucracy in general, and even though taxation of other 

sectors may be far from effective.  

                                                 
28 We do not argue that competitive elections generally lead to increased revenues. In that case, all ‘full’ democracies 

should have high tax takes, and they do not (See e.g. Steinmo 1993). 
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This said, it should be added that our analyses are exploratory. Research on the NR curse typically 

focuses on the effects of resource riches across institutions and rarely distinguishes between different 

types of state agencies involved in the taxation and regulation of extractive companies. There is a 

shortage of in-depth political economy analyses of such agencies in newly resource-rich countries.  

Longitudinal studies of POEs in such agencies are also very rare. We do not know, for example, if 

the emergent POEs that we have identified in our research will survive the trend in many African 

countries – including Tanzania and Uganda – of increasingly authoritarian regimes and more 

centralisation of decision making around the president that this seems to entail. The political economy 

of POEs is an important issue that deserves more attention.  
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