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Sources of the Resource CurseSources of the Resource Curse

•• TimorTimor--Leste is very dependent on converting its oil Leste is very dependent on converting its oil 
resources to cash:resources to cash:
–– 98% of state revenues, 83% of the total economy98% of state revenues, 83% of the total economy

•• Our oil and gas will be exhausted by 2024Our oil and gas will be exhausted by 2024
–– BayuBayu--Undan and Kitan. (If Sunrise, 30 years more.)Undan and Kitan. (If Sunrise, 30 years more.)

•• The world market oil price fluctuates wildlyThe world market oil price fluctuates wildly
–– TL cannot control or know future oil pricesTL cannot control or know future oil prices

•• When money comes easily, nobody watches how it When money comes easily, nobody watches how it 
is spentis spent
–– DonDon’’t give priority to nont give priority to non--oil sectorsoil sectors

–– Depend greatly on importing things from abroadDepend greatly on importing things from abroad

•• Spending is high when income is highSpending is high when income is high
–– when income falls, cannot maintain levelswhen income falls, cannot maintain levels
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Consequences of the Resource CurseConsequences of the Resource Curse

•• CorruptionCorruption
•• No thinking about the futureNo thinking about the future

–– Our grandchildren may ask Our grandchildren may ask ””Why did you spend all Why did you spend all 
our nonour non--renewable resources?renewable resources?””

•• Poverty increasesPoverty increases
–– When petroleum is gone, where will money come When petroleum is gone, where will money come 

from?from?
•• AgrikultureAgrikulture and other sectors donand other sectors don’’t developt develop
•• InflationInflation
•• DebtDebt
•• Level of expenditure tends to follow each Level of expenditure tends to follow each 

yearyear’’s receiptss receipts
–– when when receptsrecepts fall to zero, what will happen?fall to zero, what will happen?
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Goals of the Petroleum FundGoals of the Petroleum Fund

•• Stabilize government revenues when Stabilize government revenues when 
oil prices varyoil prices vary

•• Create sustainability after Petroleum Create sustainability after Petroleum 
is used up in 15 years (if Sunrise isnis used up in 15 years (if Sunrise isn’’t t 
developed by then)developed by then)

•• Reduce temptation to spend more Reduce temptation to spend more 
when income is highwhen income is high
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Issues to considerIssues to consider
•• Does the budget serve the state or the people?Does the budget serve the state or the people?

–– We look for ways to increase domestic revenues, not to We look for ways to increase domestic revenues, not to 
increase the local economy and improve peopleincrease the local economy and improve people’’s lives?s lives?

•• LongLong--term vision?term vision?
–– Can the economy grow?Can the economy grow?
–– How can we repay debts when oil resources are gone?How can we repay debts when oil resources are gone?

•• Subsidy for EDTL?Subsidy for EDTL?
–– when electricity production increases, the subsidy will too.when electricity production increases, the subsidy will too.

•• Can the economy  grow when the budget is Can the economy  grow when the budget is 
unchanged?unchanged?
–– The private sector is about 8% of the total economy; to The private sector is about 8% of the total economy; to 

increase the economy 8% the private sector has to increase the economy 8% the private sector has to 
double!double!
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Heavy Oil: Continuing or not?Heavy Oil: Continuing or not?

2009 funding used for “Pakote Referendum”.
2010 funding cut from $162m to $50m.
2011-2012 funding already cancelled.
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Summary of Financing in 2010 GSBSummary of Financing in 2010 GSB

Are these balance changes carryAre these balance changes carry--over, or borrowing when negative?over, or borrowing when negative?
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We need to know more before borrowingWe need to know more before borrowing
Borrowing has to be part of the state budget? (p51)Borrowing has to be part of the state budget? (p51)

Borrowing requires another law? (p.35)Borrowing requires another law? (p.35)

Parliament can approve repayment and conditions? Parliament can approve repayment and conditions? 
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Before borrowing, need to knowBefore borrowing, need to know
•• What will the money be used for?What will the money be used for?

•• How much has to be repaid? when?How much has to be repaid? when?

•• Does the money have to be used to buy from the Does the money have to be used to buy from the 
country which gave the loan?country which gave the loan?

•• If TL canIf TL can’’t repay, what are the consequences?t repay, what are the consequences?

•• Do we have to repay the loan before paying for Do we have to repay the loan before paying for 
peoplepeople’’s necessities?.s necessities?.

In many countries, money from borrowing In many countries, money from borrowing 
benefits only rich people, but the impact of benefits only rich people, but the impact of 
repaying falls heaviest on the poor.repaying falls heaviest on the poor.
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Oil prices and ESI calculationsOil prices and ESI calculations
Prudent or not?Prudent or not?
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Estimating the Sustainable IncomeEstimating the Sustainable Income
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Will ESI continue to grow every year?Will ESI continue to grow every year?
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If the discount rate is lowered (from 3% to 2.6%), shouldnIf the discount rate is lowered (from 3% to 2.6%), shouldn’’t the t the 
expected interest level also drop? expected interest level also drop? 

Is it prudent to expect to receive interest from investing the  Is it prudent to expect to receive interest from investing the  
Petroleum Fund at 3% above inflation in the long term? Petroleum Fund at 3% above inflation in the long term? 
This level has never been achieved so far. This level has never been achieved so far. 

D
id not spend above 

the ESI as budgeted 
for 2009
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ESI Sensitivity AnalysisESI Sensitivity Analysis
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Petroleum Revenue and Petroleum Revenue and 
Sustainable IncomeSustainable Income

Petroleum 
revenues

ESI spent

ESI spent 
for each 
citizen
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Model to explore the impact on ESI from Model to explore the impact on ESI from 
oil prices, investment return, borrowing, oil prices, investment return, borrowing, 

spending above the ESI, etc.spending above the ESI, etc.
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Spending in the 2010 budgetSpending in the 2010 budget
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Salaries in the State BudgetSalaries in the State Budget
(millions of US dollars)(millions of US dollars)
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Thank you.Thank you.

LaLa’’o Hamutuk is always ready to help the o Hamutuk is always ready to help the 
National Parliament.National Parliament.

Please contact us if you need more Please contact us if you need more 
information:information:

•• Visit our office in Farol, Dili.Visit our office in Farol, Dili.

•• Tel.: 3325013Tel.: 3325013

•• Email: Email: info@laohamutuk.orginfo@laohamutuk.org

•• Website: www.laohamutuk.orgWebsite: www.laohamutuk.org
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