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OPPORTUNITIES: Development Partners

Peace and Enough moneyto

National effort to stability be spent

reduce and control
Inflation

Transparency

Public investmentto

Gleagvision attract private sector

. World Class PF
Good public Management (EITI)
Clear vision financial #1 inAsia

management .
#3 in the world

Quantity of human Good management of Continuing investment
resources petroleum revenues in human resources

High economic
growthinthe
region

Consensus for
National Interest

O ontribute e s O Recognize International forum:
contribute each other domesticrevenues challenges and 7+ 18 et
willingness to - ESCAP (4.1b population)
improve - HLP, SRSG, EITI, etc.




Yellow Road Workshop

22 May 2013

What Should We Do and Who Should Do 1t? y.ur.\
CHALLENGES: Development Partners Q

What Should We Do and Who Should Do H? r.\
\ CHALLENGES: Governmentand PN £

Dependent No Legal No appropriate
mentality without Infrastructure for Quality of spending classification and
innovation banks to give credit treatment

Human resource Small domestic
crisis revenues

Coordination and Secure inclusve
communication development

Development of
potential sectors
lacks coherence

Fiscal sustainability Strong dependency
in the future on petroleum

Need to definewho
isto do evaluation

Difficult for private
sector to access
capital

Little private sector Will strongly Envisioning:
investment depend on imports Large job

Dependency and Public

Poor planning uncreative management needs High non-oil deficit

mentality to be improved.

Y, GAP

between poor and Lack of strong and

rich, and urban and credible
rural areas institutions
increased

Low domestic
revenue because
has not explored
yet all potentials

Lack ofinter and
i erial

Implementation
and controlling are
not efficient and
effective

Private sectorlocal
participation is still
low

Programs are not

Highly dependent
integrated/package on oil

n oil

Missed match skills
and employment
opportunities

High budget
execution rate but
low results

High inflation and Big budget low
low productivity execution
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SOCIAL CAPITAL Resp.  Results  Targets Opportu 5 oW can
i Challenges should we you
INDICATORS Entitles 2009 2015 es
do? contribute?

1 PovertyRate All 41 14
2 Children _age <=5 MoH 25 31
underweight
Primary School
g Enrollment =83 82.7 200
" Students up to grade MoE 65.9 100

5th

Mortality of children
5 lessthan5yearsold MoH 64 <96
(per 1,000)

Infant mortality (per

6 1,000) MoH 44 <53
Children receive

7 “Imunizasaun MoH 68.2 100
Sarampu”
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Mother mortality (per

SOCIAL CAPITAL Resp. | Results  Torgets | Opportuni h‘”:':‘ O
INDICATORS Entities | 2009 2015 | Challenges es SHOUICHE o
do? contribute?
8 MoH 450

100,000) 252
% mother get assistance
9 from nurseand/or doctor  MoH 296 60

when give birth

ap | WllEemet MoH 224 40
contraception tools

Treatment before give

W e MoH 86 75
Population with age 15-24
12t understand HIv/ADs MO Bz 2y
13 Malaria (per 1,000) MoH 113 45
Children under 5 years old
14 sleep ininsecticide MoH 455 100
mosquito net
Incidensia TB (per 145 138
378 353
g | XA MoH
Prevalensia TB (per
100,000)
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o What H
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SOCIAL CAPITAL INDICATORS Eiy ) o o

should we you
do? contribute?

TB cases been detected 70
16 (POT) MoH g5 85
TB cases been cured (DOTS)
17  Forestryland MAF 50 55
18 Population access toclean MoPW 66 78
water
19 :::ilil:ﬁt:;n access o8l opw 49 0
. & MoS
20  Life expectancyin 2011 All 62.5 ?
Beneficiaries of veteran
?
21 payments (%) MSS ? ?
22 Beneficiaries of elderly MSS. 2 ?

subsidy (%)

What

Resp. | Results | Targets | Challeng Opportu "%~ How canyou

Entities 2009 2015 es nities contribute?
we do?

SOSI CAPITAL INDICATORS

23 Beneficiariesof “bolsada  MSS & 2 2
mae” (%) MoE

Number of beneficiaries of

28 socialassistance (disaster) Mss ? ?
Beneficiariesof Public

25 ServantsPensionProgram  MSS ? ?
(%)

26 AverageyearsofSchooling noF ? ?

27 % enrollmentinsecondary MoE 3 5
school
% enrollmentintertiary

28 MoE ? ?

school
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INFRASTRUCTURE INDICATORS Resteh|Rirsets Opportuniti | - jg  How @n you
2009 | 2015 es contribute?
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?

% km of national roads —
1 constructed and rehabilitated; ALY ¢

% km of district roads -
2 constructed and rehabilitated; ALY g g

% km rural roads -
3 constructed and rehabilitated; oM ¢ ¢

% bridges - constructed and

4 rehabilitated; MoPW ? ?
% National Airport -

5 constructed and rehabilitated; MoPW ? ?

s % Regional Airport - MoPW ) R

constructed and rehabilitated;

% Port - constructed and
7 rehabilitated; SR e
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Results | Targets Opportuniti :":j; How can you
INFRASTRUCTURE INDICATORS 2009 2015 = o do? contribute?

% School Buildings -

8 constructed and MoPW ? ?

rehabilitated;

% households access to

? ?

9 g MoPW ? 2
10 % health clinic - constructed  MoPW > >

and rehabilitated; & MSS

% population access to 5 5
u telephone services; mrT

% population access to 5 5
12 internet. s ) )

% School Buildings -
13 constructed and MoPW ? ?

rehabilitated;
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What
ECONOMIC INDICATORS TAMBELS | Challenges  OPPOMUMY | should we MW can you
2015 ies o contribute?
1 % Employment SEPFOPE ? ?
n  |PUEEES SEPFOPE ? ?
employment
3 % Vulnerable employment  SEPFOPE ? ?
4 % Employment in formal SEPFOPE 2 2
sector
5 % FDI SEAPRI ? ?
6  %Investmentfrom SME SEAPRI ? ?
7 Public investment (capital MoF & 588.2 2

expenditure $M) 2011 SEAPRI

" What
ECONOMIC INDICATORS PhrEsty Opportuniti | "  How cn you
2015 es 60 contribute?
8 10.8 ks

% Economic Growth MoF

Non-oil balance % of non-oil
9 GDP MoF 112.4 97.4
10 %Inflation All 10.9 4-6
11  Domestic Revenue ($M) MoF 134.1 181.7
12 % Non-oil deficit 2011 MoF 101.2 88.8
13 Import ($M) 2011 MCIA 3396 ?
14 Export ($M) 2011 MCIA 532 ?
15 Balance of import and MCIA  -286.4 2

export ($M) 2011
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TYPES OF AIM OF THIS TYPE OF
FISCAL RULE

WHY IS THIS TYPE OF RULE
IMPORTANT

FISCAL RULES

Sustainability To ensurethatexpenditure  Ifthe Government runs out of money:
is setatan affordablelevel. <Expenditurehas to besuddenly cut
The Governmentis notgoing *Massivedisruption to services
to run out of money in the *Sharp contraction in economy
future

Macroeconomic Ensureexpenditureis Governmentspendingtoo muchin the
consistentwith lowinflation, shorttermcanleadto highshortterm
sustainable economic economic growth. Butalso highinflation.
growth and a competitive High prices reduce competiveness and
economy long term economic growth.

Fiscal Sustainability is Possible

==Expenditure ==Sustainable Revenue (ESI + Domestic Revenue)
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Economy: Summary of Fiscal Rules (4}
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What is the non-oil
balance as a % of non-oil
GDP.

What is it showing?

What is the logic of this
measure?

What is the right level for
the non-oil balance as a %
of GDP

Non-oil balance asa % of GDP = (domestic revenue—total
expenditure)/non-oil GDP

Alarger balance shows a more expansionary budget. Too
larger balance will be associated with inflation and a | oss of
competiveness.

Spending financed by domestic revenueis notinflationary.
Becausetheincreasein expenditure by the Governmentis
matched by a increaseintax revenue. And thereforea
reduction in spending by consumers or businesses.

Spending financed by oil revenueincreases the money
circulatingin the economy. And is therefore expansionary
and canincreaseinflation.

Requires moredetailed work. Some evidencethatin Timor-
Leste non-oil balances asa % of GDP above 60% to 80% have
coincided with high inflation

What it meansin practice Advantages of Rule Disadvantages of Rule
for2014

1: Estimated Reduce total 2014 budget ESI has wellthought out ~ Governmentpolicy is to
Sustainable Income  (excluding rollover ) to methodology. frontload.
$1,020 million orless. Immediately going back to ESI
might involve delaying some
Infrastructure Fund projects.

2:Frontload inshort Recurrent expenditurenot  Fits Government policy. Complex to work outhow
term. ESlin medium above $875 million. Should be possible to much frontloading is
term. IF spending notabove 200to complete all sustainable.
250 million per year until Infrastructure projects Getting back to ESI only
2017 (excuding rollover) which have started. possible with strong economic|
growth andlowinflation.

3:Recurrent Recurrent expenditurenot ~ Shows commitment of Evidence forrecurrent
expenditureshould above $883 million. Governmentto low expenditure and inflation link.
not grow by more inflation. But it is hardto prove.

than 6% ayear.

4: Non-oil fiscal Should never beabove 80%  Distinguishes between
balance asa % of and should fallto60%in
GDP medium term.

Complexity. Overlap withrule
economic impact of 3.

expenditure financed by

Petroleum Fund and

Domestic Revenue.
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@ 5 QUESTION FOR DISCUSSION ey

¢ Same understanding on opportunities and
challenges for Timor-Leste;

¢ Same understanding on development partners
contribution to SDP matrix;

¢ Recommending national priorities for 2014.

* What can you do to help implement
the SDP? What are your
comparative advantages?

* What are opportunities and
challenges (your perspective) for
Timor-Leste?




