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Executive Summary

1 Background

Biofuels remain a highly contentious issue in Tanzania. There has been a huge wave of
foreign investors into the country since 2005. Many of these investors are proposing that
they will be carrying out socially and environmentally responsible programmes, however
details surrounding how precisely they will achieve these remain unclear.

The overall aim of this study is to highlight, with concrete examples, the challenges
involved as large-scale biofuel investments are carried out in Tanzania. Following a
previous WWF study into biofuels, this study aims to look at some of the major issues
involved with biofuels in Tanzania and assess how investors can develop their businesses
successfully, whilst simultaneously mitigating negative environmental impacts and
maximising gains for rural development and Tanzania in general.

The aims of this consultancy therefore are to:
o Assess the current status of all biofuel investments in Tanzania
o Make a detailed assessment of the major investors

A method using the Inter-American Development Bank (IDB) scorecard was used to
indicate the status of each investment in relation to the environment, food security and
land issues amongst many others, and was based on the sustainability criteria drawn up
by the Roundtable on Sustainable Biofuels (RSB) version 0, drawn up in 2008.

2 Discussion

Although various Tanzanian law does cover some of the areas that biofuel companies and
investors are working in, there is currently no integrated policy framework surrounding
this. The draft guidelines set by the National Biofuels Task Force (NBTF) do not specify
how environmentally and socially sustainable biofuel investments should be carried out.
The resulting vacuum has caused an unclear investment climate and a great deal of
concern from many stakeholders about the negative impact an unregulated biofuel
industry may have on rural development and the environment.

Currently a large amount of land is being set aside for investors for biofuel production. If
not properly monitored and regulated, this activity could lead to a great number of rural
populations being displaced.

In terms of consultations, the companies we approached were either in the process of
negotiating for land or had just finished negotiating with village administrations for land.
Many villagers we interviewed in Kilwa, Rufiji and Bagamoyo were pleased that
companies were already working or about to commence work in their regions, due to the
promise of jobs, infrastructure and health and educational benefits that their activities are
expected to bring to the area. However many other stakeholders have commented that a
lot of village land is being sold off primarily due to a lack of other opportunities available
as well as a lack of knowledge about land rights amongst local people. Many Tanzanians
fear that this change in land ownership could lead to the displacement of a large number
of rural poor, which could have serious effects on the country’s long-term political
stability.

The majority of the companies interviewed have not yet completed their land acquisition
processes and therefore have not yet paid compensation to locals. All companies that are
buying village land will be given derivative title, which will be held by the Tanzanian
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Investment Centre. This “leasing” of the land lasts 99 years. The land was being sold off
at a very low price. In Kilwa, district village land was being sold for around USD12 per
acre. In some areas where compensation has been paid out, the rates have been low. In
Kisarawe District, the compensation package was reported to be US$ 250 per household.

Tanzania is a country of high biodiversity with many endangered ecosystems. One of
these is East African Coastal Forest, which has many endemic species. The coast of
Tanzania is seen as one of the key areas for the establishment of biofuel feedstock
plantations and the lack of current data on endangered and rare species could lead to a
great loss of biodiversity if areas of high conservation value are not set aside as “no-go
zones”. Five out of the nine main investors assessed were already working or were
planning to work in areas of high conservation value (HCV) which potentially have rare,
threatened or endangered species on their land. Although many of the companies stated
that they would make a concerted effort to help preserve HCV areas and minimise
environmental impact, only one company produced a clear plan and detailed study
surrounding this issue. Based on the precautionary principle, until more documentation is
made surrounding the biodiversity in each area and management plans are written that
mitigate their environmental impact, the establishment of biofuel plantations remain a
threat to biodiversity. How indirect land use will affect biodiversity is a much larger
guestion that companies also need to address.

Biofuel development has a huge potential to improve local livelihoods. There are large
proposals for building infrastructure around the areas that large-scale plantations will be
established and great opportunity for generating employment. All companies interviewed
stated that they had written contracts with and social security provisions for their
permanent employees. Some of these contracts need to be verified and approved by
relevant authorities. Workers rights and employment condition in many plantations need
to be in line with national and international standards. There is a concern from some
stakeholders that in the absence of clear policies and weak enforcement of labour rights
in Tanzania, biofuel companies may have few reasons to abide by their contracts. Some
of the main issues linked with this are child labour, workers safety, the right to organise,
the payment of benefits and statutory wages.

The broad claims that the biofuel industry will be assisting with the alleviation of climate
change remain to be substantiated. Most of the companies interviewed had either not
carried out or not made public the actual (or predicted) greenhouse gas emission
reductions of their operations.

Finally the link between food security and biofuels is highly complex and depends on
many different factors. Many people involved in the biofuel industry were fairly positive
that the increased agricultural activity around rural areas would in turn increase food
production, which is currently very low. However this theory has not been examined in
detail, and many villagers that we spoke to indicated that they may stop cultivating food
crops in order to cultivate biofuel feedstock. Until more is known about the relationship
between biofuels and food security and production within Tanzania increases, the
potential consequences remain uncertain.

3 Recommendations

Having made a basic assessment of some of the largest biofuel investors in Tanzania, we
hereby make the following recommendations;

e That a biofuels think tank is formed, consisting of a variety of stakeholders,
which would examine how to properly and thoroughly address the concerns
surrounding the biofuel industry in Tanzania.
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That the IDB Scorecard used in this study should be further developed in order to
establish quantitative and qualitative indicators that can be used to address major
social concerns particular to the Tanzanian context. This could aid the
documentation of problems associated with biofuel development, and move the
debate on from being based on “hear-say” evidence.

That ecological research is carried out in all of the geographical areas that biofuel
investors are proposing to work, primarily consisting of GIS studies and remote
sensing that can identify areas of High Conservation Value. Detailed follow up
field studies are needed in each area. This should result in demarcating areas
suitable for specific type of feedstock.

That a Tanzanian version of the Roundtable for Sustainable Biofuels should be
formed that could involve all the major Tanzanian stakeholders, including NGOs,
biofuel investors and the government.
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Scope of Study

1 Background to the Study

The biofuel industry in Tanzania is still in a nascent stage, with various companies, both
Tanzanian and international, active at various stages. Tanzania has been inundated by
foreign investors since 2006, most from the EU but also the United States and Asia. Most
projects are still in the project planning stage and going through the land acquisition
process. This has taken over two years for many of the companies.

In order to set biofuel policy guidelines, the Tanzanian government set up a National
Biofuels Task Force (NBTF). This involves at least eight different government ministries
and is spearheaded by the Ministry of Energy and Minerals (MEM). Draft guidelines
were brought out in September 2008.

Biofuels have become a highly controversial topic and many Tanzanians are worried
about the amount of land being given away to foreign investors. At the same time the
government is seeking to attract more foreign investors to the country.

A WWEF biofuel stakeholder’s workshop was carried out in Morogoro in June 2008, at
which a list of principles were put forward for a framework for how socially and
environmentally responsible biofuel investments should be carried out in Tanzania.
Government ministries, NGOs and other concerned parties attended the workshop. In
addition, WWF also developed guidelines and criteria for biofuels investment in
Tanzania. This information is now available for use and contributes suggestions on the
guidelines and provides criteria that can improve the industry.

2 Aims and Objectives of the Study

The overall aim of this study is to highlight, with concrete examples, the challenges
involved as large scale biofuel investments are carried out in Tanzania. Following a
previous WWEF study into biofuels, this study aims to look at some of the major issues
involved with biofuels in Tanzania and assess how investors can develop their businesses
successfully whilst simultaneously mitigating negative environmental impacts and
maximising gains for rural development. The limitations of the study should be pointed
out as it was carried out over a month and a half. More detailed assessments are now
needed and it is hope that this study will provide a basis for this much needed research.

The aims of this consultancy were to:
e Assess the current status of all biofuels investments in Tanzania
o Make a detailed assessment of the major investors

e Produce a report outlining the consultancy findings

3 Outline of Study Methods

The methodologies used in this study mainly consisted of semi-structured interviews with
the following stakeholders:

o Company directors: A questionnaire was sent out to company directors
and representatives, which covered principles and issues raised at the
WWEF stakeholders workshop.
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o National, district and village government officials: Understanding the
level of involvement by local community, benefit sharing and human
right issues.

o Tanzanian NGOs

o Local communities: Assessing their level of understanding on biofuel
issues and their expectations.

. Academics at universities in Tanzania

o National, district and village government officials

In addition, the Inter-American Development Bank (IDB) scorecard below was used to
indicate the status of each investment in relation to the environment, food security and
land issues amongst many others, and was based on the sustainability criteria drawn up
by the Roundtable on Sustainable Biofuels (RSB). Some of the information about the
biofuel industry so far has been based on “hear say” evidence, although several reports
and records are available in the public domain. Additionally companies and the
Tanzanian government could release more information. The IDB scorecard represents a
start of how quantitative and qualitative data can be used to assess biofuel operations.

As many biofuel investors in Tanzania are still at the project planning stage, this coding
system indicates their status at the moment or a “snap-shot”, and it is hoped that their
statuses will change as their projects grow and develop. The intention and aim of this
method is not to judge biofuel companies on a pass/ fail basis but to assess how they each
comply with each of the principles so as to identify problem areas within the
development of socially and environmentally sustainable biofuel investments.

Table 1: IDB Scorecard

Keys
Excellent
Good
Satisfactory

Partialli unsatisfactori

N/A

Source: Inter-American Development Bank W W F
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Industry Overview

1  Stakeholder Viewpoints

“The media the world over has started to opine about this all-important subject,
predicting the demise of the already hungry continent. They argue that land that may be
used for biofuels agriculture will diminish food production.

I do not see it that way. Instead, | see it as a unique opportunity for the African continent
to cut a niche for itself as the feeder of other continents and the one to oil the cogwheels
of the world economies. | have in mind the vast unoccupied land in Tanzania which can
feed the whole of East Africa without necessarily causing a gluz if well utilized”

Bernadina Kayumbe, The Citizen (Dar es Salaam), published 28" October 2008

“..Overall my expectations for the future of the village are good and I am hopeful about
the presence of the (biofuel) company here. If the company sticks to what they have
agreed in their discussions with us, the income of our village will grow and everyone will
benefit from their presence. *

Mohamed Osman Makaui, Nyamage village, Rufiji Delta

“..Diesel from Sugarcane? I just can’t believe it!! | know Sugarcane for a long time as
they grow it locally in my own village in Mbeya region, | used to chew Sugarcane and |
know they make sugar out of it- if you tell me they can also make fuel to run vehicles out
of it - I don 't believe it!! But thank God I am here working with a company - and | hope
one day they can prove it to me.”

SEKAB employee, Bagamoyo.

“People are walking around with ‘promote biofuel’ T-shirts but nobody has a clue as to
what this is all about.”

Researcher, Rufiji Delta

“Biofuels are good for our country and the huge capital and technical investment which
the multinationals are bringing to us is vital to rejuvenate our struggling agriculture
sector, but we need leadership, responsible leadership that is able to tell the investors
where to go and put their money...

..... We cannot afford to repeat the serious mistakes we have made in the mining sector a
few years ago and therefore central government officials and TIC must keep track of the
rapid developments taking place in the sector. Otherwise if the laxity which can be
noticed now is left unchecked, then seriously this country’s countryside is under
invasion.

This Day (Dar es Salaam), published Thursday 13" November 2008
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2 Biofuel investors in Tanzania

2.1 Biofuel companies working in Tanzania

Many biofuel companies are currently working in Tanzania. Many investors are applying
for land, and their management capacity remains a large question. Several companies are
stating that they have already acquired land and have started plantations to attract more
investment, but the veracity of all these claims is uncertain.

2.2 Business models

The companies operating in Tanzania are all small players relative to those operating in
countries such as Brazil, Germany and the USA. Both BP and D1 Oils have been looking
to invest in Tanzanian biofuels, however at the time of writing both companies were
looking at neighbouring countries such as Mozambique as places with more investment
potential.

The companies listed below were found to be behind the main investors in Tanzania. The
project plans and business models vary a great deal between companies depending on the
feedstock and the region that they are working in. Each feedstock represents an
opportunity to establish different production and value chains. One of the key issues for
the companies’ business plans is how the co-products are used. These represent spin off
business opportunities that can generate more revenue, create jobs and help further
diversify the energy sector in Tanzania. At the moment business models are being
divided between companies that are setting up large-scale plantations to grow feedstock
and investors that rely on all production to be carried out by out-growers.

The companies we looked at in detail included SEKAB, BioShape, SunBiofuels,
Diligent, Africa Biofuel and Emissions Reduction Company, PROKON, and CAMS
Agri-Energy Tanzania. In addition we collected information about Info-Energy and
African Green Qils, but neither of these companies are necessarily growing feedstock for
biofuels but may do so in future depending on the market and the future Tanzanian tax on
biofuels.

An important point to make is that the companies had the choice to grow crops like
cotton, tobacco or sisal, none of which are food crops but still would not come under the
same scrutiny as biofuels, but they have selected biofuels despite the risks. On the other
hand it is likely that such investments would not receive the same level of government
support. It is the manner in which investors have come to Tanzania, and their potential
impact that has drawn a great deal of attention. Regardless however, this level of scrutiny
could represent a new step in evaluating agricultural projects for the future.

It is also important to situate the biofuel industry in Tanzania within the context of the
energy sector and the World economic crisis. One assumption made by investors was that
this industry is an alternative to oil. This was more the case in July 2008 when crude oil
was worth 140USD per barrel. However towards the end of 2008 and early 2009, oil
prices have declined significantly and it is not clear how long these prices will remain
low. Will the companies continue to invest in this sector when oil prices have gone so
low? Similarly the world economic crisis has caused credit to dry up, which may have a
negative influence on biofuel companies. The financial status of the companies or how
they expect to meet their production costs was beyond the scope of this consultancy. If
the companies are relying on bank loans, then this current crisis may limit their
operations.
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In this report we have tried to highlight the main issues for these investors in order for
them to achieve responsible biofuel investments.

Table 2: Companies behind investments

Investor

Africa Biofuel and Emission
Reduction Company

BioShape

SEKAB

SunBiofuels

PROKON
Diligent Tanzania Ltd
CAMS Agri-Energy Tanzania

Inf Energy
Africa Green Oils

Source: Kilimanyika research

Company behind investor

World Bank Funding of $200,000 USD (in need
of more investment)

Kempen & Co (a merchant bank) and Eneco
Energy

SEKAB Group

TEP Plc based in London and two Tanzanian
investors

PROKON, Germany
Diligent Energy Systems

Major European Biofuel manufacturing &
Trading Co. in joint venture with CAMS Agri-
Energy Tanzania

Capricorn LLC

Tree Farms from Norway

WWF
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Legislative Issues

1 Integrating biofuel policy in Tanzania

Although the laws listed below do cover some of the areas that biofuel companies and
investors are working in, the current lack of a clear legal and policy framework has
resulted in a climate of uncertainty.

For the development of a socially and environmentally sustainable biofuel industry to
occur in Tanzania, there is a need for an integrated policy from the Tanzanian
government. In order to develop this, the National Biofuel Taskforce (NBTF) was
established featuring people from the following ministries; The Ministry of Energy and
Minerals (MEM), the Vice President’s Office, The Ministry of Labour, the Ministry of
Finance, the Ministry of Water and Irrigation, the Ministry of Natural Resources and
Tourism, and the Ministry of Agriculture, Food Security and Irrigation.

There have been many reasons why developing an integrated national biofuel policy has
been problematic and complicated. The NBTF is chronically underfunded when one
considers the level of policy integration needed, and most of the Task Force members do
not have much free time, as they are busy with their day jobs at their respective
Ministries. The overall energy policy in Tanzania is not clear and lacks proper guidance
from the government, in the form of policy goals, and strategies defining the energy
sector and energy development. At the moment, it is not clear which energy type
Tanzania is prioritizing for the transport sector between gas, oil or biofuel. It is also not
clear which transport system Tanzania is promoting or will promote in the short and long
term. Tanzania seems to be supporting all forms and types of energy from gas,
hydropower, coal, diesel powered generators, biomass and biofuel, but it will be difficult
to develop all of these. Choices have to be made about which form if energy use should
be prioritised. The bioenergy sector in Tanzania could be better guided if these issues
were resolved. Currently, the NBTF has a great undertaking to show the way forward.

The reshuffle of the Tanzanian cabinet, which happened not long after the formation of
the NBTF, meant that MEM took over leading the process, resulting in some people
feeling that the MEM have dominated the proceedings. However other parties have said
that the work of the NBTF would not have continued had it not been for MEM
spearheading the process and taking initiative.

All companies involved in the biofuel industry are keen to see guidelines in place so they
can develop their businesses. However many questions are left unanswered and concerns
remain about how the industry will be effectively monitored and regulated.

2  Critique of the draft guidelines released by the NBTF
in September 2008

Although the NBTF guidelines outline that the biofuel industry will promote sustainable
development and improve the livelihoods of Tanzanians, they remain unspecific about
how these goals will be achieved. The term “sustainable” is mentioned 11 times in the
document but there is no specification of how it will manifest. The document also states
that “In order to reduce the anticipated risks and capture the opportunities it will be
necessary to take into consideration issues of sustainability in tandem with principles of
sustainable development”’, however no principles are actually outlined, and some of their
suggestions are actually contrary to the stated goal of sustainable development (e.g.
issues about land and impact on biodiversity)
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The document does however emphasise that

“The potential benefits of biofuels are immense, and they include among others, the
following:

1) Enhancing energy security, especially in the transport sector;

2) Creation of employment and diversification of rural economy;

3) Creation of market for agricultural energy crops;

4) Saving of foreign exchange equal to the value of imports substituted;

5) Contribution to cleaner environment through reduction of green house gases
and other vehicular emissions;

6) Potential to halt deforestation and desertification, as they include drought
resistant crops like Jatropha curcas, Sisal, Cassava and Sweet Sorghum;

7) Renewability;
8) Replacing fossil fuels especially in vehicles;
9) Facilitates technology transfer;

10) Octane enhancement in petrol engines and hence replacing (toxic) lead
through use of bioethanol; and

11) Enhancing food security”

However some of the experiences so far noted on the ground run contrary to the
perceived benefits. Halting deforestation is one example. Some companies are blamed for
causing deforestation and clearing of forest even in areas considered to be of high
biological value. In addition, none of the risks associated with each of these benefits are
addressed. For example, how will issues of food security be enhanced if highly
productive land is given over to large-scale plantations growing feedstock for
agriculture? Some companies have attempted to invest in rich paddy cultivation areas in
the south of Tanzania, thus reducing the areas under food production. How may energy
security be enhanced? What kind of tax system will be put into place to promote
biofuels? How will deforestation be halted and greenhouse gas emissions be reduced if
there are no comprehensive guidelines that state how clearing land for crops will not
cause deforestation and the loss of standing carbon.

The document then states that “properly implemented biofuel projects will bring about a
win-win situation to all involved parties.” However exactly what these win-win situations
are remains unclear. The social fuel seal is listed in the glossary. This is a progressive tax
system that has been developed in Brazil to give tax breaks to companies that buy from
small-scale farmers. However there is no further reference to this in the rest of the
document.

Furthermore the document does not include the issue of transparency in regards to the
process of decision making and granting of biofuel investments, allocation of land,
benefits sharing and creation of linkages with local economy. At a minimum it should
include the aspect of availability of documents/minutes in regards to admission.

It is stated that “Biofuels one stop centre is responsible for coordination, endorsement
and monitoring biofuels investments and development in the country. The biofuels one
stop centre is also the source of information on biofuels development in the country.”

It is not clear in the document of the roles/mandate between MEM, Biofuels One Stop &
Biofuels Steering Committee (BSC) and the Tanzania Investment Centre, which is a legal
body mandated to coordinate investment activities in Tanzania. Why create another
institution when there is already an institution responsible for investments in Tanzania?
Reading the document MEM/Biofuel One Stop can endorse certain aspects without the
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support of the BSC. Since the BSC consists of representatives from all the relevant
ministries, it should have the final say in the process of endorsing or not endorsing
investments. There seems to be no role of other stakeholders in the process described, i.e.
there is no opportunity to receive relevant input from the outside prior to endorsing
investments.

3 Land Issues

3.1 Introduction

According to the Village Land Act of 1999, the term "land" refers to the surface of the
earth and the earth below the surface and all substances other than minerals and
petroleum forming part of or below the surface, things naturally growing on the land,
buildings and other structures permanently affixed to land.

Land is therefore grouped into three categories namely

1. Village Land - This land occurs in the village area managed by the village
council (the village must have to be registered and have certificate of customary
right of occupation).

2. General Land - The land under the Central Government.

3. Reserve Land - Conservation areas such as national parks and game reserves.

The major land issues in Tanzania are:

o Lack of adequate security of tenure for majority of rural and urban people. In
2007, 90% of people living in urban areas in poorly serviced unplanned
settlements. This adds up to a total of 11.2 million Tanzanian, or 32% of the
country (Tanzanian Prime Minister’s address to UN-HABITAT 2007-
http://www.unhabitat.org/content.asp?cid=4847&catid=5&typeid=6&sub
Menuld=0).

e Conflicts of land use in rural areas especially between farmers and livestock
keepers and persistent land disputes as a result of rapid expansion of towns
encroaching on surrounding farming areas, tenure conflicts between customary
and granted land rights.

e Land degradation and destruction of water sources.

e Absence of adequate and coordinated land information.

e Inadequate human, institutional and infrastructural capital.

Some of the major conflicts between biofuels and land have come from the
controversial labelling of land. Defining areas of land as “barren”, “idle”, “degraded”
and “marginal” land have been brought into question, with some stakeholders
claiming that land is not available, when you consider traditional pastoralists who
roam across large areas of the country.

According to TIC, the occupation of land by non-citizens is restricted to lands for
investment purposes under the Tanzania Investment Act, 1997. Under the Land Act,
1999 a foreign investor may occupy land through.

o Derivative rights under section 20(2) of the Land Act, 1999

e Application to the Commissioner for Lands for grant of right of occupancy

under section 25(1)(h) and (i) of the Land Act, 1999

e Sub-leases from private sector

e Licenses from the Government

e Purchase from other holders of granted right of occupancy.
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3.2 The Land Act 1999

The Land Act provides the legal framework for two of the three categories, namely
General Land and Reserved Land. General Land is a residual category. It includes all
land that is not Reserved Land or Village Land. An ambiguity stems from the definition
of General Land which is provided in the Land Act: “ ‘general land’ means all public
land which is not reserved land or village land and includes unoccupied or unused village
land”. The part of the definition in italics does not appear in the definition of General
Land in the Village Land Act. There are no provisions in either Act that clarify to what
exactly the definition refers. There is little doubt that this definition is yet another
expression of the by now familiar concern of freeing ‘surplus’ land from villages for
external investors (Sundet 2005). Furthermore there is a lack of adequate provision for
conflict resolution.

A review by Sundet (2005) summarises the main concerns linked to the 1999 Land Act as
“(The) over-centralisation of the land administration and the amassing of powers to
control in detail the ownership and utilisation of land. Powers which are either beyond
the capacity of the land administration to enforce in a professional and rational manner
or which merely lend themselves to abuse...... the daunting challenge remains one of
bringing about massive capacity building in the land administration. Not least, successful
implementation of the Policy and the Acts will depend on the establishment of
enforceable procedures to institute a satisfactory degree of transparency and
accountability in this high margin business.”

Under the Land Act, foreign investors acquire land by a granted right of occupancy or a
derivative right or by obtaining a sub-lease from the private sector. The Tanzanian
Investment Centre (TIC) holds the certificate on behalf of the investor.

3.3 The Village Land Act 1999

The Village Land Act created a process of land registration specifically aimed at villagers
smallholders. A set procedure has to be followed in order to do this, which often takes a
significant amount of time. 10 years later very little land has actually been mapped or
registered, and few people in rural areas are aware that the process exists.

The Act recognizes “rights of occupancy” which can be of two types: granted (i.e., rights
of occupancy allocated formally by the government), or customary (i.e., rights of
occupancy arising by operation of custom). The Act makes clear its intention to provide
recognition for “existing rights in and recognised long-standing occupation or use of
land”. Customary rights are to be protected whether registered or not. However, the Act
contemplates a process for the adjudication, recording, registering and issuing of titles for
customary rights. On village land, land allocation is to be governed by rules (or by-laws)
drawn up by the community itself. The “community” is in the form of a village, which is
recognized under Tanzanian law as being the lowest level of local government. Hence,
while there will be in many cases a need to define the land over which a particular village
has jurisdiction. The Village Council is, under the Act, the Village Land Manager,
responsible for making decisions concerning the allocation of village land, the issuance
of Certificates of Customary Rights of Occupancy and the maintenance of a Village Land
Register (FAO 2002).

The Village Land Act vests all village land in the village. The precise distribution of
authority between the Village Council and the Village Assembly is not always defined,
but the underlying principle is clearly that village land is vested in the Village Assembly,
and that the Village Council administers the land through the authority of the Village
Assembly (Sundet 2005). More details on land laws are covered in Songela & Maclean
(2008).
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4  Water Issues from the 2002 National Water Policy

Water is a basic natural resource for socio-economic development. It is fundamental for
various social-economic development activities such as industrial production, irrigated
agriculture, livestock keeping, mineral processing, hydropower production, navigation,
recreation and tourism (URT 2002).

The National Water Policy (URT, 2002) insists that water quantity and quality are the
factors that determine how water should be used (This is therefore a factor that
establishment of the biofuel irrigated farms should consider the aspect of water quality
and quantity as insisted in the policy).

The previous 1991 Water Policy (URT, 1991) had a goal that by 2002 clean and safe
water should be provided for all Tanzanians a maximum of 400 metres from their
households, but by 2002 only 50% of the rural population had access to reliable water
supply services (this indicates the need for biofuel companies to consider assisting the
rural populations with water and sanitation in general in the areas whereby the company’s
farms are located in order to contribute to the goals stipulated in the policy).

The 2002 Water Policy insists on the proper utilization of water and water resources. In
the policy it is stipulated that extensive irrigation during dry season drives up the rivers
thus disturbing ecosystems and wildlife. This therefore implies that companies which
need to use water from different rivers for irrigation should make sure that the
ecosystems and wildlife depending on water resources in their respective areas are
maintained. Situations where water is pumped out of rivers should consider the existence
of the downstream ecosystems and wildlife. We can use the example of SEKABs’ plan
of using water from the Wami river, which is depended upon by wildlife in Wami Mbiki
Wildlife Reserve and Saadani National Park.

The Water Policy further highlights inefficient water uses such as many irrigation
schemes (estimated at 10 to 15%) which contributes to reduction of water availability.
This therefore implies that companies that need to invest in irrigation should make sure
that their investment should aim at increasing water use efficiency which will ensure
availability of water to many other water users, the companies should aim at drip
irrigation that will reduce water seepage and hence improve water use efficiency.

In the Water Policy it is mentioned that the irrigation potential in the country is estimated
at one million hectares of which only 150,000 hectares are under irrigation, therefore
many hectares are still suitable for irrigation. This implies that the Policy has a provision
of allowing more farms to be opened for irrigation, which favours the companies to
establish farms that will depend on irrigation.

Equally the policy details that agricultural activities also contribute to pollution from the
use of agrochemicals, which are washed by the rainwater and find their way to water
sources. This therefore indicates that the companies need to make sure that the chemicals
that will be used in their farms whether rain fed or irrigated should be point based.
Precision agriculture which reduces water pollution should therefore be recommended.

The following principles in water resource management identified in the Water Policy are
regarded to be pertinent to the biofuel irrigated farms:

e Water management and development should be based on a participatory
approach, involving users, planners and policy makers ...( This implies that the
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companies aiming at using water for irrigation should make sure that they apply
participatory approaches to acquire water for irrigation)...

e Water is a common use resource and its use shall be determined by consistent
laws ... (This implies that the companies should seek permission to use water
from a river or aquifers as explained in this policy)...

e Water related activities should aim to enhance or to cause detrimental effects to
the natural environment ... (This implies that the companies intending/using
water for irrigation should make sure that the ecosystems are conserved and
wildlife depending on the water are not suffocated)...

e The allocation and consumption of water for environmental purposes shall be
recognized and given appropriate consideration.... (There is a need for the
companies to develop water use plans)...

e A sound information and knowledge base including both data on surface and
ground water (quantity and quality), socio-economic data are needed for effective
actions within all water related activities ...(This forces the companies to carry
out some basic baseline studies before using water for irrigation)...

5 Issues from the 1998 Forest Policy

The overall goal of the Forest Policy is to enhance the contribution of the forest sector to
the sustainable development of Tanzania and the conservation and management of the
natural resources for benefit of present and future generations. The four Forest Policy
objectives are:

o Ensure supply of forest products and services by maintaining sufficient forest
area under effective management

e Increase employment and foreign exchange earnings through sustainable forest
based industrial development and trade

e Ensured ecosystem stability through conservation of forest biodiversity, water
catchments and soil fertility

e Enhance national capacity to manage and develop forest sector in collaboration
with other stakeholders.

Based on the forest Policy Objective One, biofuel companies should look at helping
villagers to plant trees as a part of the benefits that the companies are intending to offer to
the villages where their farms are located. This will help farmers to obtain forest goods
and services. Areas of High Conservation Value (HCV) should be set aside as no- go
areas.

This will help in addressing the Policy Objectives (one and two): with their directions
given thereafter in the policy.

Policy Objective three exists to ensure ecosystem stability through conservation of forest
biodiversity, water catchments and soil fertility.

In the Policy it is detailed that the current encroachment and shifting cultivation taking
place in forested areas are reducing the natural forest cover and forest biodiversity.
Moreover, repeated wildfires are hampering the regeneration of all types of forests. This
implies that biofuel companies should take into consideration the maintenance of forest
covers and that farms should not be established in the forested areas. Moreover, the use
of fire in clearing vegetation for establishing different farms should be limited as it will
be against the policy.
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On watershed management and soil conservation, the Forest Policy insists on the
sustainability of water sources as key prerequisites for local and national development.
Furthermore, the policy insists that cultivation on riverbanks outside forests reserves has
caused erosion. This implies that the biofuel companies should also make an effort with
watershed conservation and should not establish farms in the areas very close to the river
banks.

The Forest Policy identifies encroachment, wildfire, illegal logging and poaching in the
reserved forest to have contributed to the deterioration of wildlife population. The
directions given in the policy include setting aside corridors, grasslands, wetlands etc.
This implies that biofuel companies should make sure that farms are not established in
the areas where wild animals are crossing from one reserve to the other as establishing
these farms on those areas goes against the policy.

Environmental Impact Assessments are insisted upon in the Forest Policy. It is explained
in the policy that various types of investment projects in forests may cause adverse
environmental impacts. An EIA must, therefore, be incorporated in the planning and
decision-making processes in order to ensure beforehand that unnecessary damage to the
environment is avoided and possible mitigation measures are identified. This therefore
requires the biofuel companies to make sure that they carry an EIA before any farm is
opened in any of the village areas.

6 The Environmental Management Act 2004

The Environmental Management Act (EMA) is a framework law that has wide scope
relating to environmental issues. Cap 191 provides for the legal and institutional
framework for dealing with environmental issues. It also provides for environmental
management instruments including Environmental Impact Assessment (EIA). The EMA
has provisions on enforcement outlining responsibilities of different institutions from the
lowest level in the government structure of governance and to the national level. The Act
combines both “Command and Control” and “Incentive and Disincentives” approaches in
inducing compliance. The EMA expressly states that its provisions (including EIA
requirements) are binding on the government and government-funded projects (Kabudi
2008).
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Compensation Issues

“No land is unused so the whole concept of compensation is flawed — compensation for
what — the potential the land holds? They are not aware of what they are letting go of.
What the industry is really doing is redistributing the benefits from the land, centralizing
it, removing the benefits from the local populations and focusing its potential through a
few external investors...”

Anonymous Voice in Tanzania

1 Introduction

Land compensation is one of the most hotly debated topics surrounding biofuels in
Tanzania. Land is the greatest capital that rural Tanzanians have available to them.
Currently most land in Tanzania (around 70%) is village land, owned by the local people.
Many Tanzanians are concerned about the amount of land that is being bought up by
foreign investors. There is a fear that local people could lose their most important asset
and then be marginalised. Land is being sold off at a very low price as villagers have high
expectations of what biofuel investors will be bringing jobs, infrastructure, and as out-
growers gaining access to a secure market for biofuel crops.

The land acquisition process is highlighted in the previous chapter. Further to our
research it appears that BioShape are the only company that have received derivative land
title and pay compensation. Regarding land compensation, SEKAB have stated;

“In Tanzania as well as in most Southern and Eastern Africa the land itself has
limited or no nominal value. This has been one of the cornerstones of the
socialist system that was implemented after independence. This is slowly
changing and giving a nominal value to land in attractive areas, such as close to
Dar es Salaam and other larger towns. In the case of Bagamoyo we are
negotiating with the Government of Zanzibar the amount to be paid for the land
where the company will be given a derivative right for 98 years from TIC
(Tanzania Investment Centre). The amount will be fixed according to
negotiations between seller and buyer.”

Many stakeholders are now calling for new approach in land related issues. Instead of
paying compensation, local landowners should be regarded as partners by providing their
land as investment. Taking this approach could help the implementation of the country
policy on poverty reduction through the registration and use of properties. Many
stakeholders commented that the amount to be paid to affected persons should not be
based on negotiations but on a formal valuation procedure, which is provided by law.
Negotiations have always tended to underpay local people because hey have little ability
and capacity to engage in effective negotiations.
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Amount of land

Areain Tanzania

Previous Ownership

(hectares)
ABERC 20,000 Biharamulo District, General Land
Kagera Region
SunBiofuels 8,211 Kisarawe General Land
SEKAB 20,000 Bagamoyo Government of
Zanzibar
SEKAB 80,000° Rufiji General Land
BioShape 34,000 Kilwa General Land
CAMS 40,000 Bagamoyo & Handeni General Land
Inf Energy 7,500 Kilombero Parastatal
Africa Green Qils 2000 Rufiji General Land
Source: Kilimanyika Research W W F

Most of the land here has been defined as general land as most of the villages will not
have registered the land as village land. However nearby villagers do have customary
rights as a result of long-standing occupation or use of the land.

Looking at Table 3 it is important to note that both Inf Energy and SEKAB in Bagamoyo,
have bought government or parastatal land as opposed to general land. The acquisition of
general land, over which villagers have the customary rights of occupancy has been
highly controversial within Tanzania. Many stakeholders commented that Tanzanians are
sensitive to land irrespective of which institution owns it. The other issue is not who
owns that land but how it has been acquired and what implications that may have for the
overall welfare of Tanzanians.

2 Company Profiles

2.1 SEKAB

SEKAB are in the process of acquiring the Ranch ya Watu wa Zanzibar (RAZABA-
Zanzibar People’s Ranch)) farm in Bagamoyo. They are buying this from the
Government of Zanzibar, which acquired the land in the mid 1970s. There are reports
that there are still controversies linked to the land stemming from previous land
acquisition, with some local people still claiming some rights to the land. The issue is that
this land was given to the Zanzibar government to operate a cattle ranch. The Zanzibar
Government is offering it to SEKAB but some stakeholders are claiming that the land
should be returned to the people who were the original owners. This is a sensitive issue
and need to be approached carefully because it involves two governments and a resource
(i.e. land) which is not under the union matters.

! During the writing of this report only Inf Energy and BioShape have actually acquired land. All other
companies are still going through the land acquisition process.

2 Diligent and PROKON have not been included here as they are officially only working with outgrowers.
Diligent have established demonstration plots in different villages but they the land has remained village
land.

% Some discrepancy exists here between different targets set by SEKAB for land in Tanzania. On 20 Nov
2007- SEKAB stated plans for acquiring 200 000 ha in Rufiji and Kilwa. At a SEKAB workshop in Sweden
6 Feb 2008; SEKAB states plans on 400 000 ha in Tanzania with 300 000 ha in Rufiji and Matandu area.
Here we have shown their most recent estimate.
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“In Rufiji the land process of transferring village land to general land will be valued
according to criteria for land valuation and compensation paid to villages accordingly. It
may be worth mentioning that there will be a value for the forest resources and other
investments on the land and that the cost of land mapping, soils sampling and all land
process meetings etc. must be added as a cost for an investor in getting the land. In
general the land process takes about two years in Tanzania and the cost of having staff
and managing the process is another cost to the company.” SEKAB

During the time of this study, SEKAB had not received land title, and had not paid
compensation.

2.2 BioShape

Local communities in the areas BioShape are operating in are satisfied with the
company’s approach to them. The company has apparently already paid the amount
agreed for village land compensation, but as of the 16™ October 2008, Mavuiji village
have still not received this money, which apparently is in the local District account, the
village are not aware when they will actually receive it.

In Mavuji village, the land relocated to the company was unused land, which according
to the Village Land Use Plan was planned as a farming area. The village still has spare
land for Village Land Forest Reserves (VLFRs) and for other uses, such as settlements.

The company compensated the village 15,000 Tsh (USD 12.09) per acre. The village
attempted to suggest a sharing mechanism so that the village would receive 7,000 Tsh
(USD 6.67), with the remaining 8,000 Tsh (USD 6.45) going to the District. However,
according to the Mavuji village chairman, this idea was rejected by the District, who
suggested that the village should receive 40%, with 60% going to the District for
administration costs and to support the development of social services in other villages in
the District. This deal was accepted by the Mavuji village council. The sums of money
that were paid to the villagers for their land appear low, with some locals calling it
“exploitative”.

Source:

Compensation paid by BioShape for land in Kilwa Masoko

SIN Village name | Approx. Population Amount to be compensated
1 Mavuiji 2,200 89,420,000

2 Nainokwe 2,100 49,800,000

3 Liwiti 1,600 95,605,600

4 Migeregere 2,000 170,284,000

Total amount to be compensated to village 405,109,600

Kilwa District Council

2.3 SunBiofuels

SunBiofuels came under heavy criticism in the (2008) Oxfam report “Another
Inconvenient Truth”. In this report Oxfam stated that 11 villages were entitled to a total
compensation of 800m Tsh (about $630,000) — equating to about USD $77 per hectare.
The Oxfam report quoted a newspaper article which stated that SunBiofuels had
confirmed compensation of USD $220,000 to be shared between 152 people who had
trees on their land, and a further $10 per hectare — suggesting total compensation of less
than half that reported in the press. SunBiofuels stated in our research questionnaire that
they will be paying $800,000 to the Ministry of Lands. During our interview with them,
they examined their records of compensation (which they have not paid as they have not
yet received derivative land title), and informed us that no one living in Mtamba village
actually sold them land.
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Consultation

During the 2008 workshop held in Morogoro, there was an agreement that biofuel
investors should be transparent about the way they carry out their business. The way in
which investors consult and negotiate with local communities is controversial to many
Tanzanians.

1 Transparency

Out of all the biofuel companies interviewed, Inf Energy, Diligent, BioShape, Africa
Biofuel and Emissions Reduction Company were the most organised, forthcoming and
transparent about sharing their business plans. All four companies have carried out
ESIAs. PROKON were the most difficult to contact although this may be due to the
Tanzanian Director being away on business during the time of the study. CAMS also
shared a great deal of information.

In order for the biofuel industry in Tanzania to be transparent in the future, it is important
for all operators to be able to make public a list of documents. These include detailed
business plans (excluding information that is commercially sensitive), all EIAS/ESIAS,
studies into energy balance and greenhouse gas emission reduction, meeting minutes
from the consultation process that went on with communities in order to obtain land and
basic management plans for farms and processing facilities.

At the time of writing only SEKAB, BioShape, Sunbiofuels, Inf-energy and Diligent had
carried out EIAs, and SEKAB’s was still under review. Here the scorecard highlights the
fact about whether it has been carried out however, however the scorecard does not
account for the accuracy of the information that is in the EIA. A review of the bioshape
EIA is given in the Biodiversity section.

Table 5: Consultation

PROKON CAMS ABERC SunBiofuels SEKAB BioShape Diligent Inf  African Green Qils
Energy

4 4 v 4

Consultation

Conducted full ESIA,
full transparency

Free, prior, and
informed consent from
community

N/A ? ? ? v ? ? ?

Source: Kilimanyika research/ Inter-American Development Bank WW F

2 Consultation

“Local people shall be fairly and equitably compensated for any agreed land
acquisitions and relinquishments of rights. Free prior and informed consent and
negotiated agreements shall always be applied in such cases.”

Roundtable on Sustainable Biofuels Version 0

For the IDB scorecard system to allow greater insight into the process of consultation that
companies have carried out, it would be worth developing a list of criteria, which can
help to properly assess this issue within a Tanzanian context. A company and a
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community can go away from the same meeting with a very different understanding of
what has been negotiated. One community can be divided about whether the investment
will be beneficial or not. As result of this reports from communities have been very
varied. Some people claim that the villagers have received a good deal, but many others
say that they have lost out due to a lack of knowledge about their own land rights and low
capacity to negotiate. For the process to be more open and transparent, a mechanism is
needed to ensure that the agreement made with the villagers includes a mechanism for
informing them of their land rights and other rights such as employment, services,
benefits etc. This might involve an impartial third party being present at the meetings,
which could be of great advantage to all parties involved including the investor, as it
could allay fears that villagers are being unfairly “duped” into giving away their land.

Many stakeholders are highly concerned about the lack of knowledge that local people
have about their land rights. Although all companies interviewed stated that they had or
were in the process of consulting with local communities about the amount of land they
were acquiring, it is hard to ignore the unequal power dynamic that exists between the
two parties. District officials in Ikwiriri, Rufiji commented that they were very sceptical
about the intentions of companies operating there. There were reports that SEKAB had
been going directly to village councils to negotiate for land, rather than the going through
the District Council, and setting up meetings in which the company provided ample
catering, which was undoubted