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UNCTAD's 17th OILGASMINE was held in Khartoum, Sudan, from 23 to 26 November 2015. The
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gas and mining industries in sustainable job creation in the host country, in particular, and in Africa in
general.

Annex 1 presents a detailed programme of the conference.
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I. Introduction

Context and brief history

Africa has a sizeable share of the global reserves of
bauxite, chromite, platinum, tin, gold, gemstones,
diamonds, manganese, uranium and iron ore. The
continent also holds almost 8 per cent of proven world oil
and gas reserves. However, Africa's participation in the
global oil, gas and minerals value chain is, for the most
part, limited to the provision of raw materials. Its extractive
industries largely export crudes, ores, concentrates and
metals, without significant value addition or creation of a
sufficient number of decent, well-paid and sustainable jobs.
As a result, many African economies are still highly
dependent on the exploitation of their minerals, and fall
into the group of commodity-dependent developing
countries (CDDCs).!

Over its 50-year history, UNCTAD has supported the
integration of CDDCs into the global economy through its
work programme on commodities. In this context,
UNCTAD has, since 1996, organized an annual African
Oil, Gas and Minerals Trade and Finance Conference and
Exhibition (OILGASMINE) in different African countries.
This event has provided a platform for an open and
inclusive dialogue among all stakeholders - public, private,
civil society and academia - relating to the challenges and
benefits of the extractive industries in African CDDCs, and
the policy options that would enable these countries to
maximize the benefits from the sector.

The discussions and outcomes of previous OILGASMINE
have contributed to assessing the challenges of Africa’s
extractive industries, and have also often helped identify
investment opportunities. The debates and experiences
shared at the conferences have influenced policymaking
through a better understanding of the linkages between
the extractive sector and other sectors of the economy.
This in turn has contributed somewhat to mitigating the
impact of price volatility, developing local content,
improving access to finance, strengthening environmental
protection, enhancing trade capacity, and designing
appropriate legal and regulatory frameworks to stimulate
investment inflows.

OILGASMINE  conferences have also fostered
intraregional  partnerships,  especially  South-South
cooperation. Furthermore, they have provided excellent
networking opportunities for national and international
experts and other stakeholders.

Participants and speakers

The 17th OILGASMINE was held in Khartoum, Sudan,
from 23 to 26 November 2015. The central theme was
Extractive Industries and Sustainable Job Creation.

1 CDDCs are developing countries whose raw commodity exports
represent 60 per cent or more of their total merchandise exports.

The largest ever United Nations conference held in Sudan,
it attracted more than 700 participants and significant
media attention both in the country and abroad.?
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The conference featured about 70 speakers (eight of
whom were at a ministerial level) and moderators, most of
them from the host country. In addition, experts from
China, Congo, Egypt, Ethiopia, Germany, Japan, Kenya,
Malaysia, Namibia, Niger, Norway, Saudi Arabia, Sweden,
Uganda and the United Arab Emirates shared their

insights. ~ Several international  organizations and
associations were also represented, including the African
Petroleum Producers' Association, the International
Labour  Organization  (ILO), the International
Telecommunication Union (ITU), the United Nations
Development Programme (UNDP), and UN-Women.
Regional development banks, such as the African Export-
Import Bank and the Islamic Development Bank, also
participated.

More than 50 companies and institutions, mostly from
Sudan, showcased their products and services at the
exhibition that was held in parallel to the conference.

Central theme of the conference and four sub-
themes

The year 2015 marked a watershed for global
development, with the international community adopting
the 2030 Agenda for Sustainable Development to end
poverty, fight inequality and injustice, and tackle climate
change by 2030. In particular, the Agenda’s Goal 8 has
identified job creation as an important global development
priority. Its target 8.5 states: "By 2030 achieve full and
productive employment and decent work for all women
and men, including for young people and persons with
disabilities, and equal pay for work of equal valug".3

2 |n addition to Sudan, the conference was covered by the media from
Egypt, Greece, Saudi Arabia, South Africa, the United Republic of
Tanzania and several member countries of the Economic Commission
of West African States (ECOWAS).

3 https://sustainabledevelopment.un.org/sdg8.
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Even though the extractive industries bring many benefits
to host countries, such as government revenues, export
earnings and economic growth, through production-
sharing arrangements, royalties and income taxes, as well
as from field services, they employed less than 1 per cent
of Africa’s workforce in 2010, according to a 2012 report
by McKinsey Global Institute.

The report has also projected that by 2020 some 122
million additional workers will join Africa's workforce.
However, only around 72 million new jobs are expected to
be created by then, leaving a gap of around 50 million jobs.
This signifies, on average, a deficit of around 6 million jobs
every year between 2012 and 2020. Given this large
projected shortfall, it is imperative that all avenues of job
creation in the different sectors of African economies be
explored.

The extractive industries could and should contribute to
achieving the 2030 Agenda for Sustainable Development,
in particular Goals 1 and 8, which aim to end poverty and
promote full and productive employment and decent work
for all.

The central question at the conference, therefore, was
how the development of the extractive industries in African
CDDCs could generate wider economic benefits and
promote inclusive growth and sustainable development
through the creation of productive employment
opportunities.

The conference’s focus on sustainable job creation refers
to the process of generating stable, wage-paying, decent
jobs in the extractive industries that would contribute to
achieving the sustainable development goals. In other
words, the job creation process should promote not only
economic growth, but also social inclusion and
environmental protection.

The discussion, elaborated over 12 sessions, can be

divided into the following four sub-themes:

() Investing in Sudan's, and Africa's, extractive
industries;

(i)  Fostering an enabling environment for sustainable
job creation through institutional frameworks, finance,
training and capacity-building, and tec hnology
transfer;

(i) Developing local content and promoting economic
diversification; and

(iv) Strengthening gender and intergenerational solidarity.

4 http://www.mckinsey.com/global-themes/middle-east-and-
africa/africa-at-work.

Il. Summary of discussions

(i) Investing in Sudan's and Africa's extractive
industries

Given that Africa’s potential mineral reserves remain
largely underexplored, investing in new discoveries is an
important step in harnessing the continent’s resources.
Moreover, this can serve as a basis for sustainable job
creation. For this reason, the conference started by
providing an overview of investment opportunities in the oil,
gas and mineral sectors in Sudan and in other African
countries, such as Ethiopia, Kenya, Namibia, Niger and
Uganda. Stressing the role of artisanal and small-scale
mining (ASM) in job creation, representatives of the
Sudanese ministries of minerals and of oil and gas
presented a detailed picture of the investment potential in
the host country's oil and gas sector and its fast-growing
artisanal and small-scale gold mining.

¢ Artisanal and small-scale mining

Artisanal and small-scale mining?® is a labour-intensive
process widely conducted on an informal basis. Known to
generate more direct and indirect jobs than large-scale
mining, it offers significant potential for job creation. It is
estimated that there are at least 25 million artisanal miners
worldwide, and an additional 150 to 170 million people
indirectly reliant on ASM for their livelihoods - a number
that is expected to grow to 200 million by 2020. In Africa,
ASM creates about 8 million direct jobs which support
over 45 million dependents.®

A case study on Uganda’ indicated that ASM generates
up to five times the income of other rural poverty-
alleviating activities, while employing ten times more
people than the large-scale mining sector. In this way,
ASM can stimulate considerable local economic
development. The case study further highlights some of
the main determinants of future sustainable job creation in
the extractive industries: an enabling environment,
regional integration, improved monitoring and evaluation,
social dialogue, education and reskilling.

e Sudan’s metal and mineral resources

Sudan’s metal and mineral resources include gold, silver,
chrome, asbestos, manganese, gypsum, mica, zinc, iron,
lead, uranium, copper, kaolin, cobalt, granite, nickel and
tin. Many of these are exploited though ASM, with more
than 350 concessions granted for the production of

5 Informal mining activities use low technology or minimal machinery
(see:  http://www.miningfacts.org/communities/what-is-artisanal-and-
small-scale-mining/#sthash.vAPfFzUg.dpuf).

6 See:
http://www.africaminingvision.org/amv_resources/ISGbulletin4.pdf.

’ Siegel S and Viega M, Artisanal and small-scale mining as an extra-

legal economy: De Soto and the redefinition of “formalisation”,
Resources Policy, 34: 51-56, 2009.
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chromites, alluvial gold, manganese, iron, talc, gypsum,
feldspar, fluorite, white sands, mica, salt and building
materials. Opportunities for mining rare earth and trace
elements are also being explored.

Gold production is particularly strong, with several national
and joint-venture companies, such as Ariab Mining
Company and Managem Mining Company. Rapid
development of the Sudanese ASM gold mining
operations has made this sector an important contributor
to the country's GDP, generating the lion's share of its
exports. ASM accounts for 85 per cent of the total gold
extracted in the past five years. More importantly, the
Sudanese ASM sector provides jobs for over 1 million
miners, mostly engaged in gold mining and extraction.
About 4 million dependents directly benefit from the
mining activities.® However, ASM has also given rise to
many social and environmental challenges; for example,
the environmental impact of the use of mercury in the
ASM sector remains a serious concern.

To benefit fully from the country's rich mineral resources,
the Ministry of Minerals of Sudan has embarked on a
strategy to attract more investments with a view to
creating more sustainable jobs. The strategy aims at
easing procedures for the acquisition of concessions,
improving transparency, ensuring equality of treatment for
investors, and concluding several concession agreements
for all of the country’s mineral commodities. The strategy
also takes into account environmental and social concerns,
including raising awareness of the dangers of the
improper use of mercury during extraction of gold. The
Ministry of Minerals maintains a database on traditional
mining. For its part, the Ministry of Labour of Sudan is also
involved in improving occupational safety by providing
protective equipment, such as masks and gloves.

e Oil and gas in Sudan

Sudan’s hydrocarbon resources can be classified into
producing basins (only one basin at this time), early
exploration stage basins with proven petroleum systems
through discoveries (with five such basins: Rawat, Red
Sea, Blue Nile, Um Agaga and Khartoum basins), and
proven basins where no notable oil discoveries have yet
been made (e.g. Mourdi Basin).

e Investing in Africa's mineral resources

Thanks to its geographic position, Sudan can serve as an
outlet for several landlocked African CDDCs, such as
Chad, Ethiopia, South Sudan and Uganda, all of which
rely on their extractive industries to foster economic
growth and create jobs.

In the landlocked countries of the region, such as Uganda,
the planned development of its extractive industries and
related activities has raised expectations of employment

® Source: Ministry of Minerals, Republic of the Sudan.

opportunities, tax revenues and overall economic
development. But many challenges remain, such as a
paucity of the relevant specialized skills and the limited
financial capacity of African or indigenous enterprises to
support the extractive industries. These challenges could
be overcome through joint ventures and farm-in
arrangements?® incorporated into existing and new licences,
through  geophysical surveys and through the
development of local oil and gas field services.

> . NG

Ethiopia has substantial oil, coal and shale gas reserves in
its vast basin that are connected with other East African
basins. There are four petroleum systems in the Ogaden
basin: Bokh Shale, Urandab Shale, Adigrat Formation and
the middle and lower Hamanlei area. Recently, a new
petroleum system1 - Gumburo Sandstone - has been
identified in Bokh Shale. Ethiopia also possesses

significant  non-conventional  hydrocarbon  potential.
However, all these resources are yet to play a more
prominent role in job creation in the country.

In Niger's petroleum sector, investment opportunities are
concentrated in two principal petroleum basins. At present,
eight blocks are actively being explored through
exploration licences given for a period of 25 years, with a
possibility of a 10-year extension. Exploration, production
and transport of hydrocarbons are regulated by a new
framework called Code Pétrolier, which provides a range
of fiscal and customs benefits to potential investors.

Africa's investment potential extends beyond non-
renewable minerals and oil and gas. The continent is
endowed with a number of renewable energy resources,
such as the hydro potential of the Nile, the Congo and

% A farm-in agreement is a written agreement under which a company
is entitled to acquire an interest in (but not full ownership of) a mining
licence by carrying out exploration work, or contributing a proportion of
the cost of exploration work to be carried out.

10 A petroleum system comprises a pod of mature source rock and all
of the migration paths, reservoir rocks, caprocks, and traps that can be
charged by that source rock to produce oil and gas accumulations
(Allen P and Allen J, Basin Analysis: Principles and Application to
Petroleum Play Assessment. Wiley-Blackwell, 2013)
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other rivers, biomass in Uganda, and the potential for
harnessing significant wind and solar energy throughout
the continent.

(i) Fostering an enabling environment for
sustainable job creation

Sustainable job creation is a process of generating jobs
that promote economic growth, social inclusion and
environmental protection. The principal drivers of this
process include, but are not limited to, a sound
institutional and legal framework, improved access to
finance, adequate training and capacity-building, and
innovation and technology transfer.

e Institutional and policy framework

Sustainable job creation is a complex and challenging task,
but policymakers have a number of tools at their disposal.
These tools range from prudent macroeconomic policies
that maintain macroeconomic stability to local content
requirements aimed at stimulating broad-based economic
development. While these policy tools create an enabling
framework for sustainable job creation, it is important for
countries to put in place, and continuously support, the
institutions needed to implement the policies.

It has been increasingly recognized that a transparent
policy framework, including the provision of enabling
conditions for the participation of local businesses and
workers in resource-related projects, can stimulate
sustainable job creation in the extractive industries.

Although some jobs created in the extractive sector
provide opportunities for poverty alleviation, the absence
of a well-developed institutional framework for sustainable
job creation could mean that the environmental and social
costs of extraction may outweigh its economic benefits.

It is therefore important for governments to put in place
environmental and social safeguards in close consultation
and collaboration with the extractive industries. An
example of these safeguards is the initiative of the United
Nations Development Programme (UNDP) entitled
Sustainable and Equitable Management of the Extractive
Sector for Human Development. This initiative is based on
four pillars: participatory legislation and a policy framework,
people-centred exploration and extraction, prudent
revenue collection and management, and investment in
human, physical, and social capital to replenish depleting,
non-renewable resources.

In Africa, various policy frameworks for developing the
extractive industries have been developed. One of these
frameworks, the African Mining Vision, adopted by the
Heads of State at the African Union summit in 2009,
advocates the better integration of mining into
development policies at local, national and regional levels.
For such integration to succeed in Africa, it is necessary to
replace an economy based on production of a single

commodity, by a more diversified economy that takes into
account the environment, access to affordable energy,
and sustainable development in general. Some of the
pressing questions that are being raised throughout Africa
relate to how the population can benefit from extractive
industries, and how local content can be promoted.

In Sudan, for example, recent economic policies and
investment laws and regulations have been designed to
provide incentives and investment guarantees to
prospective investors.

Institutional and policy frameworks of countries from other
continents may provide valuable lessons for African
CDDCs. For example, Norway, through legislation,
contractual regulation, economic incentives, and other
measures that stimulate education, training, research and
development, demonstrates how petroleum resources can
provide long-term benefits to its society even after these
resources are depleted.

e Access to finance

Access to finance is a major challenge confronting
businesses, in particular, small and medium-sized
enterprises (SMESs) in low-income countries. In the least
developed countries (LDCs), for example, 41 per cent of
SMEs cite a lack of access to finance as a major
constraint on their growth and development, as compared
to 30 per cent of SMEs in middle-income countries and
only 15 per cent in high-income countries.! In Africa, 32
per cent of businesses cite access to finance as a major
constraint on their growth.

In financing Africa's extractive industries, the role of banks
and related financial institutions is particularly critical for
developing capital-intensive extractive projects that may
provide adequate direct and indirect job opportunities.
Banks can also support local content in extractive
industries through project-related financing programmes,
guarantee programmes for obtaining large contracts,
country and loan facilitation programmes and advisory
services.

Various regional and development banks support job
creation in the extractive industries through their financing
of infrastructure projects and trade, facilitation of local
content development, knowledge-sharing and mobilization
of financing through leveraging. Banks, such as the
Islamic Development Bank and the African Export-Import
Bank, have provided financial and technical support to
African entrepreneurs in order to enhance their
participation in the continent’s extractive industries.

¢ Training and capacity-building

The level of expertise required in the extractive industries
varies in technical complexity and experience, from

1 See: http://www.worldbank.org/en/results/2013/04/05/msme-finance-
expanding-opportunities-and-creating-jobs.
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unskilled labourers to skilled professionals, at different
stages of the value chain. It may be difficult for an
economy that is short of skilled workers, or has workers
with only very limited technical capabilities, to fill job
openings and provide services to the industry. It will also
be difficult to create forward and backward linkages with
the broader economy.

At the conference, national case studies on how local
skills are developed through training were shared. In
Namibia, for example, where mining has been the
backbone of the national economy, the recent
development of three new mines has resulted in
significant economic gains and job creation. To take full
advantage of these opportunities, Namibia has initiated a
capacity-building programme for the oil and gas industry
through its Petroleum Training and Education Fund
(PETROFUND). The Centre for Oil and Gas, established
in 2014 and financed by PETROFUND, coordinates
research and development and professional development
for the industry. Its capacity-building programme provides
scholarships  and institutional ~ support. So far,
PETROFUND has funded 245 Namibian graduates to
specialize in engineering, geology, education, resource
mapping and environmental management.

Another case study in developing local skills is the work of
Rida Mining Group in Sudan. The company, with its three
processing plants, is primarily engaged in the production
of gold and associated metals from mine tailings. It
provides both pre-employment and on-the-job training
courses. Importantly, Rida also provides targeted and
tailored health and safety courses - both in-class and on-
site = on handling protective personal equipment and
dangerous substances, and on monitoring of recycled
water.

The activities of the Japan International Cooperation
Agency (JICA) and the China National Logging
Corporation (CNLC) in Sudan illustrate how international
efforts can nurture training and capacity-building. JICA's
assistance to Affica, which has for many years contributed
to economic growth through the development of the
mining  sector, targets the investment climate,
infrastructure and human resource development. JICA's
strategy is to develop infrastructure, provide policy support,
and help with mineral resource management, mine safety
and environmental protection. CNLC offers a range of oil
and gas services, such as well development and testing,
drilling fluids, wireline logging and coring. The company
focuses on providing training to Sudanese staff overseas,
including in China. By 2015, 570 trainees had participated
in various courses, while more than 60 CNLC personnel
from China had joined Sudanese companies, such as
GNPOC, PDOC, Petro Energy, WNPOC, Sudapak,
Sudapet and OEPA, in order to conduct in-country training
and directly transfer their knowledge and experiences.

Another example of developing technical training is the
work of the Sudanese Petroleum Training Centre (PTC), a
subsidiary of the Sudanese Petroleum Corporation. Since
its inauguration in 2000, PTC has conducted about 520
training courses that have attracted over 23,000
participants. The courses cover various industrial,
managerial, economic, information technology and
financial aspects. PTC activities have contributed primarily
to upgrading the performance of the existing workforce in
the Sudanese oil and gas industry, which is a qualitative
aspect of job creation. PTC plans to expand its services to
meet the training needs of neighbouring countries as well.

¢ Innovation and technology transfer

Innovation and technology transfer in the extractive
industries are crucial, not only for closing the technological
gap in Africa, but also for creating more technical and
better paid jobs. For the oil and gas industries in Algeria,
Egypt, Mozambique, Nigeria and the United Republic of
Tanzania, a possible technological path is the utilization of
liquefied natural gas in small-scale power generation. In
Sudan, innovations and the use of advanced materials are
required for processing highly acidic crude oils at the
Khartoum Refinery. These involve technically demanding
jobs that provide an opportunity for building a better skilled
and educated workforce.

Other possibilities for innovation in Africa include new
waste management technologies and the deployment of
advanced exploration technologies, such as 4D and
advanced 3D mapping techniques, needed to discover
unconventional potential reserves, improve well design
and enhance oil recovery.

(iii) Local content and economic diversification

e Developing local content

Policies to promote local content™ aim at stimulating
broad-based economic development by encouraging
economic gains from the extractive industries to trickle
down to local businesses and communities. In terms of
employment, these policies promote local recruitment,
training and career progression of the domestic workforce,
gender mainstreaming, the development of local
infrastructure and support to small and medium-sized
service enterprises through purchase of local goods and
services.

From the perspective of host-country governments,
optimal local content policies aim at increasing value

12t is important to distinguish between "local content" and “domestic
content.” The latter refers to requirements to use local inputs in the
production of goods, but such requirements are prohibited under the
WTO Agreement on Trade-Related Investment Measures. By contrast,
local content policies require investors to buy goods and services from
local suppliers and employ local workers in their projects. In terms of
employment, these policies can foster the recruitment, training and
career progression of the local workforce.
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