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Harnessing Eastern Africa's Emerging Oil and
Gas Economy for Regional Security, Industrial
Transformation, and Sustainable Prosperity

Eastern Africa's emerging oil and gas economy presents a historic opportunity to convert
finite petroleum resources into long-term prosperity, regional stability, and industrial
transformation. This series examines five interconnected strategic priorities for achieving this
ambition: leveraging Sovereign Wealth Funds (SWFs) to drive sustainable development;
utilizing SWFs to promote social cohesion and prevent resource-based conflicts; disrupting
illicit networks that threaten petroleum governance and investor confidence; strengthening
resilient oil supply chains and downstream infrastructure to enhance regional energy security;
and reinforcing policy, legal, and institutional frameworks to build a competitive regional
petroleum economy. Drawing on lessons from Norway, the United Arab Emirates, Botswana,
and Ghana, the series advocates transparent governance, productive investment,
technological innovation, regional cooperation, and responsible resource management. The
brief concludes that Eastern Africa's long-term petroleum success will depend not on the scale
of its oil and gas discoveries, but on the strength of institutions that transform oil and gas
wealth into sustainable development, economic resilience, and regional competitiveness.
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The Role of Sovereign Wealth Funds in Transforming

Eastern Africa's Oil Wealth into Sustainable Development

Eastern Africa's expanding oil and gas sector
presents a strategic opportunity to convert
oil and gas resources into enduring national
wealth. With commercial oil production
advancing in Uganda, renewed petroleum
development in South Sudan, and continued
exploration in Kenya, the region is entering a
new phase of resource-based economic
growth. However, international experience
demonstrates that hydrocarbon abundance
alone does not guarantee sustainable
development. Countries that rely heavily
on petroleum revenues to finance recu-
rrent expenditure often experience fiscal
instability, macroeconomic imbalances, and
persistent dependence on extractive indu-
stries. The critical policy challenge is
therefore not how much oil is produced, but
how petroleum revenues are managed to
generate long-term economic value after
hydrocarbon reserves are depleted. As
commercial production expands, petroleum
revenues are expected to become an
increasingly important source of public
finance. Yet these revenues remain highly
vulnerable to fluctuations in global oil
prices, geopolitical tensions, technological
transitions, and changing energy demand.
Such volatility can expose governments to
unpredictable fiscal cycles, encourage
procyclical public spending, and weaken
long-term development planning. Sovereign
Wealth Funds (SWFs) provide an institutional

mechanism for insulating national budgets
from commodity price shocks by conve-
rting temporary petroleum windfalls into
diversified financial assets capable of gene-
rating sustainable returns acros generations.

International experience demonstrates that
well-managed sovereign wealth funds are
most effective when they function as
long-term investment institutions rather
than passive savings accounts. Norway's
Government Pension Fund Global illustrates
how disciplined fiscal rules and professional
investment management can transform
petroleum revenues into one of the world's
largest sovereign investment portfolios.
Similarly, sovereign wealth funds across the
Gulf Cooperation Council have increasingly
financed strategic investments in advanced
manufacturing, technology, infrastructure,
renewable energy, and global financial
markets. These experiences demonstrate
that petroleum wealth creates the grea-
test developmental impact when resource
revenues are invested in productive assets
that continue generating economic returns
beyond the lifespan of oil production.
For Eastern Africa, sovereign wealth funds
should therefore prioritise investments
that strengthen long-term economic

productivity rather than financing short-
term consumption.
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Directing petroleum revenues towards
strategic infrastructure, industrial develo-
pment, innovation, renewable energy,
research, agricultural value addition, and
human capital development would accelera-
te structural transformation while reducing
dependence on hydrocarbons. Such invest-
ments would also expand domestic
productive capacity, create employment
opportunities, and enhance economic
competitiveness across multiple sectors. By
strategically converting finite petroleum
revenues into diversified national assets,
Sovereign Wealth Funds can enable Eastern
Africa to transform temporary resource
wealth into lasting economic resilience,
sustainable development, and interge-
nerational prosperity.
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Harnessing Sovereign Wealth Funds to Transform Eastern Africa's Oil
Wealth into Stability and Mitigate Resource-Based Conflicts

The management of Eastern Africa’'s petroleum
wealth will ultimately decide whether the
region’s oil and gas boom fosters stability and
social cohesion or fuels divisions. International
experience demonstrates that the way resource
wealth is governed often determines whether
petroleum becomes a catalyst for prosperity
or a source of political contestation and
conflict. Across many resource-rich countries,
unequal distribution of benefits, opaque
revenue management, corruption, and the
marginalisation of host communities have
fuelled grievances that undermine state legiti-
macy and trigger violent competition over
natural resources. As commercial oil production
accelerates across Uganda, Kenya, and South
Sudan, preventing such outcomes requires
governance mechanisms that foster trust,
fairness, and inclusive participation from the
outset. Sovereign Wealth Funds (SWFs) can play
a pivotal role in mitigating these risks by
institutionalising transparent and rules-based
management of petroleum revenues.

Beyond preserving wealth for future genera-
tions, they provide an impartial mechanism that

separates long-term national interests from
short-term political pressures. By establishing
clear rules governing petroleum revenue
allocation and expenditure, SWFs reduce
opportunities for rent seeking, elite capture, and
politically motivated spending that often
intensify competition over resource wealth.
Predictable and accountable revenue manage-
ment strengthens citizens' confidence that
petroleum resources are being managed in the
collective national interest rather than for
narrow political or commercial gain. International
experience underscores the importance of
establishing robust governance arrangements
before petroleum revenues begin to accumulate.
Botswana's Pula Fund has demonstrated how
prudent management of mineral revenues
can reinforce macroeconomic stability while
preserving wealth for future generations.
Similarly, Ghana established its petroleum
revenue management framework before large-
scale oil production commenced, creating
institutional safeguards that enhanced fiscal
accountability and policy predictability.
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For Eastern Africa, the effectiveness of
sovereign wealth funds will ultimately depend on
their ability to strengthen the social contract
between governments and citizens. Transp-
arent revenue-sharing arrangements should
ensure that petroleum-producing communities
experience tangible improvements in infrastr-
ucture, education, healthcare, livelihoods, and
local economic opportunities. Equally important
is institutionalising meaningful community
participation in oversight, consultation, and local
development planning to reduce perceptions of
exclusion and build social legitimacy around
petroleum projects. By promoting equitable
benefit sharing, accountability, and inclusive
governance, Sovereign Wealth Funds can help
transform oil wealth from a potential source of
conflict into a strategic foundation for political
stability, stronger institutions, and sustainable ; 78
peace across Eastern Africa. 4
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Combating lllicit Networks in Eastern Africa's Emerging Oil

and Gas Sector

Rapid growth in Eastern Africa's petroleum
industry is creating new opportunities for
industrialisation, investment, and regional
economic integration. At the same time, the
rapid expansion of petroleum exploration,
production, transportation, and refining is
generating new opportunities for transna-
tional organised criminal networks seeking to
exploit high-value energy markets. Unlike
traditional crimes associated with fuel
smuggling, contemporary petroleum-related
crime is increasingly sophisticated, involving
illicit financial flows, procurement fraud,
cyber-enabled attacks, corruption, beneficial
ownership concealment, and cross-border
criminal syndicates. Unless these emerging
threats are addressed proactively, organised
crime could undermine investor confidence,
weaken state institutions, and reduce the
developmental benefits of the region's
petroleum resources.

The petroleum value chain presents multiple
vulnerabilities that criminal organisations can
exploit from licensing and procurement
to transportation, storage, refining, and
export. Criminal actors increasingly engage
in fuel adulteration, pipeline vandalism,
illegal diversion of petroleum products,
fraudulent customs declarations, tax eva-
sion, procurement collusion, trade-based
money laundering, and concealment of illicit
proceeds through complex corporate owne-
rship structures. These activities not only
deprive governments of substantial revenues
but also distort domestic markets, compro-
mise critical energy infrastructure, increase
operational costs, and weaken public confi-
denceinregulatory institutions. As petroleum
investments expand across Uganda, Kenya,

South Sudan, Tanzania, and Mozambique, the
financial incentives for organised criminal
infiltration are likely to increase significantly.

International experience  demonstrates
that petroleum crime is fundamentally
an economic security challenge requiring
intelligence-led governance rather than
conventional policing alone. Nigeria's
prolonged struggle with crude oil theft and
pipeline sabotage illustrates the enormous
fiscal and security costs associated with weak
oversight. Eastern Africa therefore has a
unique opportunity to adopt preventive

measures before commercial petroleum
production reaches full maturity. Gove-
rnments should strengthen beneficial

ownership registries, financial intelligence
units, sector-specific risk assessments,
and specialised investigative capacity to
detect emerging criminal threats. Artificial
intelligence-enabled surveillance, satellite
monitoring, blockchain-supported supply
chain traceability, electronic fuel authenti-
cation, and integrated customs intelligence
can significantly improve the detection
of illicit activities across the petroleum
value chain. Equally important is streng-
thening joint enforcement operations to
disrupt transnational criminal networks. By
integrating economic security, financial
intelligence, and advanced technology into
petroleum governance, Eastern Africa can
protect its emerging oil economy from
organised criminal exploitation while safegu-
arding public revenues and long-term
regional stability.
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Securing Eastern Africa's Oil Supply Chains Through
Regional Resilience and Energy Security

Eastern Africa’s oil and gas expansion
brings both opportunities and investment
risk exposure, as downstream weaknesses
leave economies vulnerable to global disru-
ptions despite growing upstream output.
Major investments in Uganda's commercial
oil production, the East African Crude
Oil Pipeline (EACOP), Kenya's petroleum
exploration, South Sudan's oil sector revita-
lisation, and Tanzania's natural gas industry
are gradually reshaping the region's energy
landscape. However, the developmental
impact of these investments will depend not
only on upstream production but also on
the resilience of petroleum supply chains
that transport, refine, store, and distribute
energy products. Persistent dependence
on imported refined petroleum products,
inadequate storage capacity, and fragme-
nted logistics systems continue to expose
Eastern African economies to external
shocks, making supply chain resilience a
strategic pillar of long-term energy
security.

Recent global disruptions have demonstr-
ated that energy security extends far
beyond resource availability. The COVID-
19 pandemic exposed vulnerabilities in
international logistics systems, while the
Russia—Ukraine conflict and Red Sea
insecurity increased shipping costs and
delivery delays for petroleum imports. These
developments illustrate that countries
possessing hydrocarbon resources remain
vulnerable if they lack resilient transp-
ort networks, refining capacity, strategic
petroleum reserves, and efficient distribu-
tion systems. Eastern Africa's downstream
petroleum infrastructure remains insuffi-
ciently developed to absorb such shocks.
Limited domestic refining capacity,
inadequate storage facilities, fragmented
transport corridors, and weak inter-
connectivity between national energy
systems continue to constrain regional
energy resilience.
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International experience demonstrates that  strengthen industrial competitiveness, and
resilient energy systems are built through  enhance long-term regional energy security.
integrated  infrastructure rather than
production alone. Countries such as
Singapore, South Korea, and the United Arab
Emirates have enhanced energy security by
investing in strategic petroleum rese-
rves, modern refineries, advanced logistics
networks, and digitally integrated supply
chain  management systems. Eastern
Africa can adapt these lessons by expa-
nding regional refining capacity, developing
interconnected pipeline networks, mode-
rnising storage terminals, and establishing
shared emergency fuel reserves. Strength-
ening multimodal transport corridors and
deploying predictive logistics, satellite-
enabled infrastructure monitoring, and
real-time supply chain intelligence will
further improve operational efficiency and
crisis preparedness. Building resilient
petroleum supply chains will enable Eastern
Africa to reduce import dependence,
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Strengthening Policy, Legal and Institutional Frameworks for a

Competitive Regional Petroleum Economy

As Eastern Africa positions itself as a rising
hub in the global energy arena, the real
test lies in creating effective governance
structures that turn hydrocarbon potential
into lasting industrial strength. Comme-
rcial oil production in Uganda, continued
exploration in Kenya and South Sudan, and
expanding natural gas investments in
Tanzania and Mozambique are positioning
the region as an increasingly important
player in Africa's energy landscape. However,
the competitiveness of the petroleum sector
will depend less on the size of hydrocarbon
reserves than on the effectiveness of the
policy, legal, and institutional frame-
works that regulate exploration, production,
transportation, refining, environmental
compliance, and market participation.
Robust governance is therefore essential
for creating a predictable investment enviro-
nment capable of supporting sustainable
sector growth.

Despite significant progress in petroleum
sector reforms, regulatory fragmentation
remains a major constraint across Eastern
Africa. Differences in petroleum legisla-
tion, licensing procedures, fiscal regimes,
local content policies, and environmental
standards continue to increase compliance
costs, delay investment decisions, and
constrain cross-border energy projects.
Overlapping institutional mandates and
uneven regulatory capacity further reduce
administrative  efficiency and create
uncertainty for investors. Without greater
policy coherence, neighboring countries risk
developing isolated petroleum industries
rather than an integrated regional energy
market.

International experience demonstrates
that competitive petroleum industries
are underpinned by stable regula-

tory institutions and predictable policy
environments. Norway has consistently
maintained investor confidence through
transparent licensing systems, independent
regulatory institutions, and clear fiscal
rules. The United Arab Emirates has
complemented petroleum sector regulation
with modern investment policies and
streamlined administrative procedures. For
Eastern Africa, strengthening petroleum
governance requires a coordinated regional
approach that balances national sovereignty
with market integration. Governments
should prioritize harmonization of petroleum

legislation, technical standards, enviro-
nmental regulations, and local content
frameworks to facilitate cross-border

investment and integrated energy markets.
Modernizing licensing systems through
digital platforms, strengthening specialized
petroleum regulators, and enhancing techni-
cal capacity in regulatory agencies will
improve efficiency and investor confidence.
At the regional level, greater policy
alignment and common standards can
reduce transaction costs while supporting
regional value chains. Such reforms will
position Eastern Africa to transform its
emerging petroleum sector into a globally
competitive industry that drives industri-
alization, attracts responsible investment,
and strengthens regional economic inte-
gration.
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