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Book 1 — Budget Overview

Preface

The Organic Law of the Ministry of Finance specifies the responsibility of the National Directorate of
Budget to collect and manage financial information relating to the public sector and publish the
statistical results.

In accordance with this provision and to promote the transparency of the public finances, the Ministry
of Finance is publishing the final version of the documents relating to the 2020 State Budget,
following the approval of the Council of Ministers.

The documentation for the 2020 State Budget consists of the Budget Law, plus various supporting
budget books:

Book 1 : Budget Overview
Book 2 : Annual Action Plan
Book 3A . Infrastructure Fund
Book 3B : Municipalities

Book 3C : RAEOA & ZEESM
Book 4a and 4b : Budget Line Items
Book 5 : Development Partners
Book 6 : Special Fund - FDCH

Book | Budget Overview describes the overall budget strategy of the Government. It provides
information on the international and domestic economic outlook, expected domestic and oil based
revenue including expected sustainable income, and overall expenditure in the medium term and the
main new initiatives in the coming year.

Budget documentation is available on the website of the Ministry of the Finance, www.mof.gov.tl.
Inquiries relating to this publication should be directed to the General Directorate of Planning and
Budget on email jgama@mof.gov.tl telp.+67077852000, syaquim@mof.gov.tl — telp.+67077305809
and spmartins@mof.gov.tl — telp.+67077879183.

I consider that this document will increase awareness and understanding of the Government’s finances
and-help people to become good citizens and heroes to our nation by providing them with relevant
information on the 2020 State Budget.

' Sara Lobo Brites
Vice-Minister and Acting of Minister of Finance

Torre Ministerio das Finangas, Aitarak-Laran, Dili, Timor Leste
Website - www.mof.gov.tl
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2 Description and Analysis of the 2020 State
Budget

2.1 Executive Summary

Government Policy

The Government of Timor-Leste’s policies as guided by Strategic Development Plan are laid out
in the Annual State Budget, with the long-term objective to become an upper middle income
country by 2030. Achieving this goal, the Government is investing in infrastructure and key
economic and social sectors including health, education and agriculture. Budget Book 1 for 2020
summarizes the plans on pursuing these policies for the current fiscal year.

Table 1: Combined Source Budget 2018-2024, Sm
2018 2019 2020
Actual | Budget | Budget

2021 2022 2023 2024

Combined Source Budget 1,343.9 | 1,681.2 | 2,123.5 | 2,574.5 | 2,496.4 | 2,259.1 | 2,117.7

(;Sr‘:jmme“t Expendituresby | 125 7 | 1482.0 | 1,950.0 | 2,491.6 | 2,461.1 | 2,245.4 | 2,104.0

CFTL (excl. loans) 1,119.0 | 1,375.0 | 1,853.1 | 2,386.5 | 2,381.3 | 2,172.6 | 2,042.2
HCDF 145 200 | 239 | 248 | 258 269 | 279

Borrowing/Loans
(disbursements)
Development Partner

Commitments
Source: National Directorate of Budget and Development Partners Management Unit, Ministry of Finance,
2019.

39.2 87.0 73.0 80.2 53.9 45.9 33.8

171.2 199.2 173.5 82.9 35.3 13.7 13.7

Economic Growth

Becoming an upper middle income country by 2030 requires strong, high-quality non-oil
economic growth. Public investment seen from 2007 to 2017 through the frontloading fiscal
policy has driven growth in the non-oil economy, averaging at 6.9% per year. This was aimed at
providing necessary foundations for long-term sustainable private sector led development. The
real non-oil GDP growth was weak in 2017 at -3.5%, down from 5.1% in 2016. In particular,
household consumption increased by 4.1% suggesting that living standards are continuing to
increase in Timor-Leste. There were challenges during 2017 that have continued into 2018, and
these have affected the growth forecasts. The 2020 Budget will deliver strong growth of 7.2%.

Expenditure

Total expenditure in the 2020 budget is $1,950.0 million (excluding donor funded activities of
$173.5 million). The total 2020 State Budget 26.3% higher than that allocated for 2019. This is
because the Government plans to commence large social capital and economic development
programmes in 2020.

Social capital, national connectivity and economic development are priorities in the 2020 State
Budget. 29% of the proposed 2020 proposed General State Budget will be allocated to the Social
Capital Sector’s Ministries and Agencies, with 11% going to Education and 13% to Social
Protection and 5% to Health. The Government will introduce programmes to increase
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employment and self-reliance for Timorese citizens. The Government has allocated budget for
the construction of houses for the most economically vulnerable and veterans, in line with its
objectives to combat poverty.

Line ministries and autonomous agencies have been allocated a 55.4% overall increase in Goods
and Services allocations from 2020. This increase will support them to execute their priorities in
2020. Increases in Goods & Services allocation will impact national connectivity positively. This
includes purchases of boats for public water transportation and provision of new aviation
services. The Government will also purchase a fleet to patrol the maritime borders of Timor-
Leste to keep them secure.

Table 2: Fiscal Table, Sm

2016 2017 2018 2019 2020

Actual | Actual Actual Budget | Budget 2021 2022 2023 2024
Total
Expenditure by
Appropriation 1,658.6 | 1,208.4 | 1,172.7 | 1,482.0 1,950.0 2,504.4 2,452.3 2,239.9 2,109.5
Category (incl.
loans)
Total
Expenditure by
Appropriation 1,628.0 | 1,178.1 | 1,133.5 | 1,395.0 1,877.0 2,424.2 2,398.3 2,194.0 2,075.7
Category (excl.
loans)
Recurrent 1,056.4 947.5 828.8 | 1,049.8 1,438.6 1,496.2 1,556.0 1,618.3 1,683.0
salary and 1786 | 1970 1972 | 2142 2413 250.9 261.0 271.4 2823
Wages
Goods and
Services (inc. 406.8 345.4 319.1 472.9 727.6 756.7 787.0 818.4 851.2
HCDF)
Public Transfers 471.1 405.0 312.5 362.7 469.8 488.6 508.1 528.4 549.6
Capital 602.2 261.0 343.9 432.2 511.4 1,008.3 896.2 621.6 426.5
Minor Capital 20.8 12.4 7.8 315 53.2 55.3 57.5 59.8 62.2
Capital and
Development 581.4 248.6 336.1 400.7 458.2 953.0 838.7 561.8 364.4
(including loans)
Revenue*** 744.5 671.2 741.1 730.2 747.3 733.7 697.7 658.2 628.2
Domestic 199.7 | 189.6 | 1907 | 201.2 | 2105| 2214 | 2332 | 2423 | 256.1
Revenue
Estimated
Sustainable 544.8 481.6 550.4 529.0 536.8 512.3 464.4 415.9 372.1
Income (ESI)
Fiscal Balance (914.1) | (537.2) | (431.5) | (751.8) | (1,202.7) | (1,770.7) | (1,754.6) | (1,581.7) | (1,481.4)
Financing 885.8 871.8 771.4 754.4 1,202.7 1,770.7 1,754.6 1,581.7 1,481.4
Excess
Withdrawals 700.0 597.1 432.1 667.4 929.7 1,690.5 1,700.7 1,535.8 1,447.6
from the PF
Use of Cash 155.1 | 2444 | 300.2 -|  200.0 - - - -
Balance
Borrowing/Loans | 50 | 554 39.2 87.0 73.0 80.2 53.9 45.9 33.8
(disbursements)

Sources: National Directorate of Budget, National Directorate of Economic Policy, Petroleum Fund Administration Unit,
Development Partnership Management Unit, PPP&LU Unit, Ministry of Finance, 2019.
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Domestic revenue

In 2020, domestic revenue growth is expected to continue on a growth path following the 2017
and 2018 slowdown, reaching $210.5m. This positive trend is driven by the positive macro-
economic performance of the country, stronger private sector performance, continuation of
government construction contracts and introduction of new fiscal instruments. Non-oil revenue
is expected to keep growing in the medium term thanks to a combination of improvements in
administration, fiscal reform and the introduction of new fiscal instruments, at current economic
growth expectations.

The Estimated Sustainable Income (ESI) is the sustainable amount of petroleum revenue which
can be withdrawn from the Petroleum Fund each year. Since spending only up to non-oil
revenue and the ESI allows the maintenance of fiscal sustainability, ESI is considered a
component of total revenue. The ESI for 2020 is calculated at $536.8 million.

Financing

The fiscal deficit is equal to revenue minus expenditure. The Government uses excess
withdrawals from the Petroleum Fund (PF), loans and the cash balance to finance the deficit in
2020.

The total amount budgeted to be withdrawn from the PF in 2020 is $1,466.5 million, with excess
withdrawals of $929.7 million. The Government considers that excess withdrawals are necessary
in the medium term to finance priority capital expenditures.

Loans are becoming an increasingly important tool for financing in the Government of Timor-
Leste. The current loans contracted by the Government of Timor-Leste are used to finance key
infrastructure projects and have relatively low rates of interest and significant grace periods.
Total loan financing for 2020 is $73.0 million.

The use of the cash balance for the Consolidated Fund of Timor-Leste (CFTL) at the end of 2019
is forecast to be of $200.0m, and will be used a source of financing to the 2020 State Budget.

2.2 Economic Overview

2.2.1 Summary
Table 3: Economic Indicators, 2019-2021, %
Summary Forecast
2019 2020 2021
Real GDP (non-oail) 5.1% 7.2% 6.1%
Inflation CPI 1.1% 2.7% 2.4%

Source: National Directorate of Economic Policy, Ministry of Finance, 2019.

e Real non-oil GDP growth is expected to accelerate, with growth of 5.1% in 2019 and 7.2% in
2020. This return to growth is driven by an end to political uncertainty and return to strong
government expenditure.

e Inflation is expected to remain low and stable at 1.1% in 2019 and 2.7% in 2020. This will
positively contribute to increasing Timor-Leste competiveness, with inflation expected to be
lower than the regional average.
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e The exchange rate forecast suggests there will be some small depreciation in the near
future, providing an overall stable foundation for traders, alongside improved
competitiveness.

2.2.2 Macroeconomic Trends

2.2.2.1 Growth

Table 4: Growth Indicators, 2017-2020, %

Country Actual Forecast
2017 2018 2019 2020
World 3.8% 3.6% 3.3% 3.6%
Advanced Economies 2.4% 2.2% 1.8% 1.7%
Emerging and Developing Economies 4.8% 4.5% 4.4% 4.8%
Emerging and Developing Asia 6.6% 6.4% 6.3% 6.3%
China 6.8% 6.6% 6.3% 6.1%

Source: IMF World Economic Outlook April 2019.

Timor-Leste

In 2017, total (oil and non-oil) real GDP in Timor-Leste decreased by -9.2% to $2,829 million (in
2015 prices). National Accounts data exist up to 2017, which is the latest year of GDP data
available without forecasting. The decrease in total GDP in 2017 is attributed both to the fall in
the non-oil sector (-3.5%), and the fall in the oil sector (see Table 4) as the volume of oil extracted
decreased across the year (-15.8%).

Given the relatively small level of employment in the oil sector and the fact that oil revenue is
directly transferred to the petroleum fund, total GDP is not the best measure of economic
performance for Timor-Leste. Instead, it is more useful to monitor economic performance using
non-oil GDP together with a wide variety of other indicators relating to the non-oil economy.
This approach provides a more accurate indication of the real impact of changes in the economy
on the people of Timor-Leste.

Table 5: Real GDP by Sector, Timor-Leste 2017

GDP, Sm Percent of Whole
Whole Economy 2,829 100%
Petroleum Sector 1,209 43%
Non-petroleum Sector 1,620 57%

Source: General Directorate of Statistics, Ministry of Finance, 2019.

Non-Qil Economy

Up to 2016, Timor-Leste experienced high non-oil GDP growth, averaging 6.9% per year over
2007-2016. These strong growth rates have been driven by increases in government
expenditure associated with the government’s economic strategy to ensure that Timor-Leste
has the necessary infrastructure to allow the private sector to flourish in the long-run. The
Government’s economic strategy uses loan financing and excess withdrawals! from the

1withdrawals from the Petroleum Fund in excess of the ESI.
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Petroleum Fund to finance high quality investment in infrastructure and human capital
development. As outlined in Timor-Leste’s Strategic Development Plan, the Government’s high
return investments will provide the necessary foundations for long-term sustainable private
sector led development. Government investment has enabled a significant upgrade to road and
electricity coverage throughout Timor-Leste, which has helped to improve both living standards
and the business environment.

For the first time in the last twelve years, the non-oil GDP growth in 2017 rate was negative (-
3.5%). The contraction was a consequence of declines in government expenditure, development
partner expenditure, and lower exports. Government spending was lower as a result of a lower
budget ceiling compared to 2016 and relatively low execution rates. Political uncertainty also
led to lower development partner spending and reduced business activity. The coffee harvest,
the main source of exports, was affected by a poor season.

However, aided by the low inflationary environment, private consumption increased by 4.1%
suggesting that living standards continued to increase in Timor-Leste over 2017.

Table 6: Real GDP 2009 - 2016, Sm

2010 | 2011 2012 | 2013 | 2014 2015 2016 | 2017
Non-Oil Sector Sm 1,276 1,362 1,439 | 1,473 | 1,543 1,597 1,679 | 1,620
Non-0il Sector Growth 8.5% 6.7% 5.7% 2.4% 4.7% 3.5% 51% | -3.5%
Source: General Directorate of Statistics, Ministry of Finance, 2018.

International

Globally, after strong growth in 2017 and early 2018, growth is now projected to slow from 3.6
percent in 2018 to 3.3 percent in 2019. This reduction is driven by the decline in growth rate of
advanced economies and the emerging market and developing Asia, from US-China trade
tension, tighter policy in response to macroeconomic imbalances in Argentina and Turkey, credit
tightening in China, weakness in Germany’s auto sector, and higher interest rates. However, the
global growth is projected to stabilize in 2020 at around 3.6 percent, mainly due to a rebound
in emerging markets and developing economies especially in Argentina, Turkey and a few other
stressed economies. Nevertheless high levels of growth, especially in Asia, still provides a solid
foundation for Timorese exporters and economic development. The international environment
provides favourable conditions for Timor-Leste to take advantage of in 2020 and beyond.

2.2.2.2 Prices and Inflation

Table 7: Global and Regional Inflation Rates (%)

Country Actual Forecast

2017 2018 2019 2020
World 3.2% 3.6% 3.6% 3.6%
Advanced Economies 1.7% 2.0% 1.6% 2.1%
Emerging and Developing Economies 4.3% 4.8% 4.9% 4.7%
Emerging and Developing Asia 2.4% 2.6% 2.8% 3.1%
Timor-Leste* 0.5% 2.3% 1.1% 2.7%

Source: IMF World Economic Outlook April 2019. *Ministry of Finance forecast.
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Timor-Leste

With year on year inflation in June of 0.9%, Timor-Leste still enjoys a low level of inflation. Due
to the significant weight of food and non-alcoholic beverages in the CPI basket and the high
proportion of food imported into Timor-Leste every year, international food prices remain one
of the key drivers of the overall CPI rate, and the MoF continues to monitor price levels. The
Food and Agricultural Organization’s (FAO) food price index decreased -1.3% year on year in
March. This moderates earlier upward swings in food prices. Domestic food prices rose in June,
though these remained muted at 1.0% and it is expected that the current world food markets
will continue to provide a moderating impact on prices in the near future. A 9.0% increase in
education costs will affect annual inflation in Timor-Leste throughout 2019.

Figure 1: Change in Consumer Price Index Timor-Leste 2014-2019 (%)
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N
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0.0%
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Timor-Leste Food and Non Alcholic Beverages Core inflation

Source: Ministry of Finance, National Directorate of Economic Policy and General Directorate of Statistics,
2019

International

Consumer price inflation is set to remain favourable, with global inflation forecast at 3.6% by
the IMF. The decline in the commodity prices especially lower oil prices have contributed to the
sharp falls in consumer price inflation in the advanced economies. However, the inflation is
projected to soften in the coming years. For the emerging market economies, inflation has been
rising reflecting the impact of currency depreciation and higher commodity prices, but it is
projected to moderate as the impact of tighter monetary policy and recent declines in oil prices.
Inflationary pressures have already fallen sharply in China as activity has moderated. Low
inflation in Timor-Leste in this context will tend to help improve competitiveness.

Oil prices

Oil prices are important to Timor-Leste both for consumers, through consumer prices, and as an
oil exporting country. The international price of Brent oil has witnessed dramatic declines since
June 2014 from highs of $112 per barrel to lows of $32.2 per barrel in January 2016. The decline
in oil prices was driven by the increased global supply during a period of low global demand.
However, for the period following this, the oil market began to recover reaching an average of
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$64.8 per barrel from January to August 2019, though this is still lower than average price seen
in September 2018 at $81 per barrel. This strengthening recovery has been driven by the
production cut by OPEC. The oil price is projected to increase only moderately in the near future.

Agricultural Commodity Prices

A significant portion of the food consumed in Timor-Leste is imported and thus changes in
international food prices can have a significant impact on both the rate of inflation and standard
of living. According to the World Bank commodities Prices Forecast, international food prices
have continued to decline from 2011, though prices started to increase from a low of $74.5 in
August 2016, then decline to $67.7 in August 2019. The increasing cost of energy and weather
variability could stabilise food prices higher for the remainder of the year. The World Bank is
forecasting that food prices will rise marginally throughout the rest of 2019 and 2020, however
the increase is small, and overall food prices are expected to remain relatively low. This will
benefit poorer households in Timor-Leste.

Figure 2: Commodity Price Indices
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Source: National Directorate of Economic Policy and General Directorate of Statistics, Ministry of Finance,
2019

2.2.2.3 Exchange Rates and Competitiveness

Between August 2018 and August 2019 the US dollar depreciated by 0.2% against a weighted
basket of currencies of Timor-Leste’s trading partners (the nominal effective exchange rate,
NEER). This depreciation makes Timorese non-oil exports cheaper which is good for
development of the country’s exports sector.

An inflation-adjusted measure of the exchange rate, the real effective exchange rate (REER), is
a better measure of competitiveness. If inflation in Timor-Leste is lower than in other countries,
this can help mitigate exchange rate appreciation. The REER has depreciated by 0.8% between
August 2018 and August 2019, driven by the exchange rate changes captured in the NEER and
lower inflation in Timor-Leste compared to its neighbours over the last year.

The inflation rate in Timor-Leste is expected to be lower than its neighbours in the near future,
and so Timor-Leste can expect an improvement in competitiveness. This will help the Timorese
export market be well-placed in the international market. While this is to be welcomed, the
government is not complacent about the issue of competitiveness. A key priority is improving
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the business environment to encourage improved competitiveness, and the inflation target
policy is a part of meeting the priority.

Figure 3: Exchange Rate Indices
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Source: National Directorate of Economic Policy and General Directorate of Statistics, Ministry of Finance,
2019

2.2.3 Financial Sector Trends

Commercial Interest Rates and Credit

The amount and cost of credit to the private sector is an important indicator for private sector
development. Loans to the private sector were at an average interest rate of 15.75% in August

2019. Total domestic credit, excluding general government, was $383m in August 2019, a
reduction from the peak at the end of 2018.
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Figure 4: Commercial Interest Rates and Credit
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2.2.4 Economic Outlook

The Ministry of Finance is forecasting non-oil GDP growth to be +5.1% for 2019. With the
uncertain economic environment finally ending in 2018, growth is expected to pick up in 2019.
Factors contributing to high 2019 growth include an end to political uncertainty, a return to
normal budgeting procedures, and an increase in private sector investment.

For 2020, the expansionary fiscal position is expected to enable high growth of 7.2%, given a
budget ceiling of $1.95bn. Over the medium term, the government anticipates high growth
rates, driven by private sector-led, sustainable development.
Figure 5: Real non-oil GDP growth (RHS, %) and levels (LHS, Sm)
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Living standards are expected to improve with household consumption growing as it returns to
the trends seen in previous years. Steadily growing consumption is boosted by a low inflationary
environment. Looking forward across the medium-term, this environment is likely to continue
given regional growth rates, the world commodity price outlook and exchange rate projections.

Public sector investment is expected to provide a strong contribution to growth. Infrastructure
projects, especially in education, health, and water and sanitation will commence. These will
improve social capital as well as providing jobs and economic activity during construction. Road
and bridge projects continue to be built or improved and with greater momentum in 2020,
providing better and lower cost transportation within the country. The infrastructure assets
resulting from this public investment as well as legal reform will create an environment
conducive to strong growth in the private sector, boosting growth into the future.

Large-scale private sector investments will result in a significant increase in private sector
investment. 2020 will see continued construction on the Tibar Bay Port, and the expansion of
existing commercial and retail properties throughout the country. Such investments are
consistent with the Government’s economic strategy, alongside continued investments in
human capital and education, to attract investors and consequently creating jobs domestically.

Figure 6: Components of non-oil GDP, 2016-2020

$3,500 8.0%
mmm Other Expenditure (Sm)

$3,000

6.0% N
$2,500 mmm Trade Deficit (Sm)

4.0%
$2,000 ° Government Expenditure
$1,500 2 0% (Sm)

B Private Investment (Sm)
$1,000

$500
S0

0.0% s Household Consumption

(Sm)

-2.0% Non-Oil GDP Growth (%)
-$500
-4.0%
-$1,000
-$1,500 0.0%

Source: Timor-Leste National Accounts 2000-2017, General Directorate of Statistics and National
Directorate of Economic Policy, Ministry of Finance, 2019.
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Table 8: Real GDP, 2016-2022, Sm

. 2018 2019 2020 2021 2022f

2015 5m prices 2016 2017 Prelim.* Proj. Proj. Proj. Proj.
Private Consumption 1,005 1,014 996 1,022 1,054 1,088 1,123
Public Consumption 927 873 861 960 1,105 1,167 1,248
Total Consumption 1,931 1,887 1,857 1,982 2,159 2,255 2,371
Private Investment 126 143 114 161 175 204 255
Public Investment 527 401 446 412 480 534 548
Total Investment 653 544 560 573 654 738 803
Other 26 26 20 15 11 8 6
Total National

. 2,611 2,457 2,437 | 2,570 2,824 3,001 3,180
Expenditure
Exports 51 32 35 35 37 39 42
Imports (983) (869) (862) (912) | (1,048) | (1,117) | (1,186)
Non-oil GDP 1,679 1,620 1,610 | 1,692 1,813 1,924 2,036

Source: Timor-Leste National Accounts 2000-2017 and Economic Forecasts, General Directorate of
Statistics and National Directorate of Economic Policy, Ministry of Finance, 2019. * Preliminary data.

2.3 National Development and Priorities

In June 2019, Government set the objectives and priorities for 2020 through to 2023. These
objectives and priorities are aligned with the Government five-year programme, the SDP and
take into consideration the findings from the UN Voluntary National Review (VNR) on SDG
implementation in Timor-Leste. The full set of priorities can be found in the “Guidelines for the
preparation of the Budgeting Proposals 2020-2023 of His Excellency, The Prime Minister, June
2019”. The Government has set two (2) overarching objectives for 2020-2023:

Table 9: Objectives of the VIII Government, 2020-2023

Objectives Baseline Key Indicator
Maintain an annual economic 2016 — 3.5%°growth Annual Growth rate of real GDP
growth rate above 7% 7%3
Reduce the poverty rate by 10% | 41.8% of population living 31.8% of population living
below the national poverty line* | below the national poverty
line.

2.3.1 Analysis of the 2020 Proposed General State Budget by Sector

Timor-Leste’s Strategic Development Plan is organized around four pillars: Institutional
Framework, Social Capital, Economic Development and Infrastructure Development, where the
last three have been designed as priority in the VIII Constitutional Government’s mandate. The
proposed 2020 Budget allocates the largest share to the Social Capital Sector, followed by
Economic Development, Institutional Framework and Infrastructure Development, excluding
however loan disbursements.

According to SDP classification, Social Capital has the highest budget allocation, followed by
Infrastructure Development. Following instead the international sectorial and more detailed

2 National Accounts Timor-Leste 2017, Ministry of Finance
3 Aligned to SDG goal no. 8

4 Timor-Leste Survey of Living Standards (TLSLS ) 2014

5 Aligned to SDG goal no. 1
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classification COFOG (see Figure 7), it can be observed that the Economic Affairs sector remains
the largest, in line with previous year, followed by Social Protection, General Public Services,
Education and Health. However it should be noted that the COFOG classification breaks down
the SDP Social Capital sector into Social Protection, Health, Education and Recreation, Culture
and Religion.

Figure 7: Comparison of 2018 Expenditure, 2019 Budget and proposed 2020 Budget by Sector
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Source: General Directorate of State Finance, Ministry of Finance, 2019. *This does not include loans and
development partner planned disbursements, but it includes all capital development measures, including
allocations through the Infrastructure Fund.

2.3.2 Government Priorities for 2020

The approved draft General State Budget aims to finance the VIII Constitutional Government’s
Program for the 2020 fiscal year. Five sectors are defined as priority for the 2020 Budget:

Table 10: Priorities of the VIl Government, 2020

No. Priority

Social Capital- Social Welfare, Social Protection and Citizenship

Economic Development- Invest in the Economy and Public Finances of the Country
Improve National Connectivity

Consolidation and Strengthening of Defence, Security and External Relations
Consolidation and Strengthening of Justice, Democracy and Human Rights

VP WIN|F

The proposed General State Budget allocations aim to reflect, therefore, such priorities. The
respective new measures for each priority are described below:

Social Capital — Social Welfare, Social Protection and Citizenship
29% of the proposed 2020 proposed budget will be allocated to the Social Capital Sector’s

Ministries and Agencies, with 11% going to Education, 13% to Social Protection and 5% to
Health. New measures in the Social Capital Sector include:
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e Construction of housing for vulnerable people and veterans

e |nvestment in water and sanitation

e Construction of Health Centres and Health Posts

e Construction of TVTL - RTTL buildings

e Construction of transmission towers for TV

e Rehabilitation and construction of Traditional Houses “Uma Lulik”
Support to two-thousand university students

Purchase of ambulances and firefighting trucks

Construction of schools and classrooms

Contributions to the social security scheme

The Economic and Infrastructure Development, including the National Connectivity sector
covers 44% of the proposed 2020 budget. New measures in this sector include:

Economic Development — Invest in the Economy and Public Finances of the Country

These new measures seek to facilitate investment in the private sector, job creation, and
support the agricultural sector.

Subsidy for the transportation of agricultural local produce

Expo in Dubai

Subsidy for cooperative groups

Subsidy for self-employment targeting women groups in rural areas

Improve National Connectivity — Infrastructure, Logistics

e Purchase of the Nakroma Ferry Il and a barge for water transportation
e Investment in public transportation (buses)
e  Provision of new civil aviation services

Consolidation and Strengthening of Defence, Security and External Relations

Increase in operational costs for the National Development Plan of Sucos (PNDS)
Subsidy to community policing (KPK) youth groups

Support to Community Police (Policia Komunitaria)

Support to Border Police

e Purchase of patrol fleet to protect the maritime borders of Timor-Leste

For exact allocations, see Section 2.5.1.1 on the list of all key measures with corresponding
allocations.

2.3.3 Sustainable Development Goals Voluntary National Review

The Sustainable Development Goals are a collection of 17 global goals set by the United Nations
General Assembly in 2015 for the year 2030. These goals relate to improving a country’s poverty,
inequality, climate, environmental degradation, prosperity, and peace and justice. In 2019,
Timor-Leste conducted a Voluntary National Review to determine its progress against these
goals and recommendations for next steps. The below conclusions were published in June 2019:
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e Timor-Leste’s achievements as the newest country in Asia are underpinned by its
commitment to reconciliation, inclusion and democracy. The country has made the journey
from a period of conflict to become a democratic nation focused on state-building and
accelerating progress on sustainable development.

e More effort is now required to tackle health and education disparities between
municipalities, focus on quality education, and ensure vulnerable women and persons with
disabilities are not left behind.

e With one of the youngest populations in the world, and a nascent private sector, making
sure there are enough jobs for the large number of young people entering the labour market
will require investment in education, skills and the generation of decent jobs. Economic
diversification and creating jobs in productive sectors, such as labour-intensive
manufacturing, tourism and agriculture, will help gro