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Chapter 1 INTRODUCTION

L.L Ovrnvtrw

Timor-Leste's development strategy reflects the expressed wishes of the people of

Timor-Leste based on self-realized independence within a robust democratic state

and protected by the Constitut ion of the Democratic Republic of Timor-Leste. The

Strategic Development Plan (SDP) described ion this document defines a path to

implement the national strategy during the period of 20L0-2030. The Strategic

Development Plan consists of six chapters: (1) Introduction; (2) Macroeconomic

Framework; (3) Developmgnt Stages; (4) Sectoral Activity Framework; (5) Spatial

Framework; and (6) lnsti tut ional Framework and Governance.

The lntroduction -c.hapter presents f ive important top!91, i 'e' ,  Vision of the Timor-

Leste Econo*y' in 2030; Framework of Action to 2020; Public Investment Plan to

2OI5; public Financing to 2OL5;::; Macroeconomic Framework; lnstitutional

Framework. The second chapter elaborates the macro-economic framework with
',  

f ir . i ' l '  and monetary policy. The Medium Term Expenditurean emphasis ing i r

Framework (MTEF) wil l  be introduced as an approach to l ink between both policies

and is simulated in the macro-economic model and projection. The third chapter
I  r ! . - - - ^ r : - - . . , : 3 L  r L ^  ^ -

presents the next development stages as a smooth continuation with the previous

development effort with a more comprehensive and organised programmes. Detai l

of the comprehensive programmes is then elaborated in the fourth chapter,

sectoral activity framework. This chapter might quest the what and why: what the

plan for each sector and its reasoning to propose them. Whilst this fourth chapter

describes the sectors in-depth separately, the f i f th one l inks and integates them in

not only spatial but also temporal domain. This chapter is l ikely to answer the

where and when of  the p lan would be conducted and implemented.  The last

chapter describes who and how to implement al l  development plans'

Developing nations have vital choices in defining the path from poverty and fragil i ty

to a robust, prosperous, and progressive society. The chosen path must be
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harmonized within the region, applicable to the country context and based on the

physical and cultural fabric of the country.

The SDP reflects those choices for Timor-Leste.

Since independence in  2CC2,  the nat ion 's  economic and pol i t ica l  pc l ic ies have been

based on serving the immediate needs of the people, consolidating security and

stabil i ty, and establishing a diplomatic and cooperative presence in the region, and

providing the foundations for nationhood by building the insti tut ions of the State,

in coordination with neighbors and international p?(!:!ers.

,,r,ilj,.l-*'
The core economic strategy has been *"i( id., by the formation and init ial

- i  t r .  i r i f :1: ; l : . " ,_ .

implementation of sound economic and fisCaf poiieiEs that have delivered Timor-

Leste an average of double-digit ecqnffiif growth in tfitilqst three years and have
.  : . :  , .

improved conditions for the peoiiildthrough sector refo'i and the launch of

signif icant investments in the economy';r lmport,qrl t ly, the new'oi l  gas sector has

been successfully initiatedill{imor-Leste, in-".'2-,9{p;, ii on the verge of,a decades-long

period of rapid economic a0 ncei.,,,,. ":,ii,,,.
ti 

lr,'' 
't'it.,'tt, 

,r,, 

'''i"1,1:i,

The long-term eg-;on,,.o-mic and po"Litjcat stra=tegy is firm'[.y;pased on strengthening the
. :.: .;.::r,r '  ..- ' . : , i , .. :r :: -_.' . .:. - .- : i l i l

pil lars of the State'that wil l  crei i te and' uphold ra long lasting National ldentity,|  : - : : . : . : '  
. : , r i r r . . : : ,  

: - :  '  '  
. '

unique and exclusive to''Timor-Lestii;' 'b'y fostering a shared value system based on

civic part icipation, and, that tr:anslates t,h€ nation's shared values into tangible long-
:: rr:,r i: i :rrr ' .. r. - r. ., ;,:, .:;-,1:. i '  

"t: '  t: l ;.]: ' :.r 
' l l , i :.],,

lasting benefits for all of its citizri:ns. ,, 
'r' ri

Timor-Leste achieived independence through a strong sense of self-determination,

fol loWing hundred yea,rs of colonization, 24 years of occupation, and three years of

UN tutelage. The same principle of self-determination wil l  be applied to nation

building and econorniC,'development, through a long-term strategic development
:

model that refleCts the wil l  and aspirations of the people of Timor-Leste.

As a young, post confl ict, a low-income country, Timor-Leste needs to implement a

unique, country-specif ic strategy to bring prosperity for the people. Timor-Leste is a

nation that has risen from foreign domination and violent destruction to a dynamic

and democratic society, with a rapidly growing, i f  st i l l  fragi le, economy. The future

success of Timor-Leste wil l  be defined by four core principles:
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1. Poli t ical

As a post-confl ict, newly independent, and democratic country, Timor-Leste

has gained the capacity to think strategical ly and creatively. Now those very

same characterist ics that brought independence must be uti l ized and

channeled in to a nat ion bui ld ing and economic development .  The chosen

developrnent path should inspire change, support bold action by the

cit izenry, breed confidencd about the future, and more importantly, create a

strong sense of national cohesion. The SDP, we believe, offers such a path,

designed to garnerthe consensus and part icipation of the people.

:
Economic potential

Timor-Leste has valuable natural resources, including one of the most vital

commodit ies in the global market, oi l  and gas. l f  developed with prudence,

the petroleum sector can help to build the fo_undaligns of a viable,

sustainable and vibrant economy The,,hydrocarbons sector wil l  provide

substantial revenues fpr decades, which can be invested in the people and

infrastructure of the country; Tlmor-Leste's proven wealth per capita is"now

S5S,6eO (2005), higher thah.lndonesia: (S13.350) and Malaysia (SSS.aZ0;. '

:--: ,:: " t ',.' ;: ti., 
l- , 

',' '- .'"

National integral ion : i . :  : :

Tirnor-Leste is,a srnall  country with a land size of 15,000 square ki lometers

and populat ion of  t .2  mi l l ion.  Because of  the smal l  s ize and populat ion,

Timor-Leste !s in a favored posit ion to fast track economic development.

Connectivity is.the keyl,p30;6 development wil l  be promoted by integrating

national markets through roads, power, and telecommunications, and by

connectingTimor-Leste with regional and global markets-

: ' j

Dynamism

As a young population and a new country, Timor-Leste is ready to grasp new

opportunit ies and to accept dynamic change. Our population wil l  master the

technologies of the 21th century -broadband, lnternet, advances in agriculture

and energy -and wil l  thereby speed economic growth and development'

2.

3 .

4.

1 World Bank. Timor-Leste: Country Environmental Analysis, July 2009,

http://siteresources.worldba nk.org/TIMOR-LESTE/Resources/TL-CEA-18Aug09-Tetum.pdf
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)
t.Z CHRllEruces

As a young and poor country, Timor-Leste also faces several cri t ical challenges.

None of them are unsolvable, but al l  must be addressed. The SDP is the vehicle.

Urban-rurai and regional imbalances are inevitable in a fast-changing and

hydrocarbon-rich economy. The SDP needs to adopt strategies to promote

development in both rural and urban areas to prevent regional and social

imbalances from reaching destabil izi  ng levels.

;:,.'ii'i1h

Shortage of skilled human resources in t-$e#V sectors of education, health,

agriculture, industry, and services W$r,fiavg to be overcome to achieve
_ ." 

j'= .:j:r::

economic success. Therefore, the $QF puts educa.-tjon and training at the very

core ofthe strategY. , , ; t ' : ' ' '
:i:t: :: 

'

":':t ., .

Fragile institutions of the state'Wjll htu:,J? be strength,enea so that the

1.

2.

3 .

government can pro*vJde key servicef,,,'g,;1d act as a strong"partner to the

nrivate sector. one o'ttfre core soals O'f ine SDP is to build implementationprivate sector. One o,! core goals of , the SDP is to build implementation

:"i:..:4

4.

c i t i z e n ry w tt h th q go u 
"r. 

n,'ii -ei n t t f' r Ji![5;.0.q fi n e t o o !5r

-  , : , :  . 1  . - ' . '  .

l#ive reali ty that cannot be ignored when a

nation haslnduredlthe severity of losses, faced the realities of past injustices,

: '"nd, :experienceA ganer ,ns ,,of conflict. This painful legacy is not often

included: when considering stratdgic planning. The 5DP must mobil ize the

, col lective wit l  and conseieusness of the population, ini luding the hopes buil t

u,p during decades of struggle, to fulf i l l  the goals of independence and self-

determination wi-thin the context of the Timorese experience.

The people of:Timor'-Leste have shown resi l ience from crisis to crisis before and

since 2002, and this resi l ience has been reinforced by the fact that Timor-Leste's

economy has grown on average at double-digit rates the past three years. This

rapid growth has been possible in part because of a concerted effort by the

government to increase public investment and transfers to vulnerable groups using

the increased revenues from the petroleum sector.

The recent rapid economic growth coupled with a relatively long period of stabil i ty

and the pi l lars of strength unique to Timor-Leste (poli t ical, economic potential,

.  - r ;  . . 1  .
1t..': .ilt:.

' :_ 
1 !i:r; 'r:

Post-conflict menta^lity is a
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national integration, and dynamism) provide a strong foundation for sustained

economic development in the future.

The year 20L0 represents a watershed year. Timor-Leste has entered a period of

rapid, double-digit growth, extended stabil i ty, and growing confidence. Collectively

Timor-Leste is able to declare the motto of the day Adeus Confl i to, Benvindo

Desenvolvimento (Good Bye Conflict, Welcome Development).

Timor-Leste launched its f irst National Development Plan in 2002 with a vision to

create a democratic and prosperous society in 2,9,,,,3,i0: The Plan set objectives and

outl ined development strategies to achieve thgse objectives. Eight years later, i t  is

t ime to revisit  and update the plan. ," '  ":

The new SDP is based on the belief that Timor-Leste can achieve economic growth

at double-digit rates throughout the coming decade and beyond, and thereby

converge with upper-middle-income countries.within the next twenty years. ln

short, Timor-Leste ca n a nd .shou ld fast track'its, post-20L0 reconomic development.
.  , :  , , : . .  

,  
. , . , '  , , , .  

:  
r i , . ; ,  ,

There is abundant economic.oppoftunlty for Timor-Leste. The fol lowing goals are

achievable by 2.03O and many rnay be achievedty ZSZO:
'  

r : l :  :  , _ t , .  : :
'  ' 1 .  

i  
' . r . j '

o Everv chi ld has access to free,lcompulsory and mandatory education through

Grade L2;
' ' '

.  Al l  Timdrese are l i terate; 
'  ' :  '  '  -

.  Al l  cit izens have access to primary health care;

o No child perishes because of inadequate water supply, malnutri t ion, or lack of

heal th  care;

. Everi ' ,ci t izen has the opportunity to acquire new ski l ls based on 21"-century

technologies, such,ias wireless broadband, high-yield agriculture, and cutt ing-

edge health car-e deliverY;

o Extreme poverty is eradicated through universal access to public services,

ample job oppor tuni t ies,  and economic development  in  a l l  reg ions-

The Strategic Development Plan offers a Vision to 2030, a Framework of Action to

ZO2O, and a Public Investment Plan to 2015. The aim of the SDP is to combine an

inspirational outlook with a specif ic t imetable, and a set of key performance

indicators and objectives that can be benchmarked for progress.
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The Strategic Development Plan (SDP) is developed with a long-term economic

vision for Timor-Leste: By 2030, Timor-Leste will have joined the ranks of upper-

middle-income countries, having ended extreme poverty, eliminated the

economic gap with the emerging economies of ASEAN, and fostered a democratic

and environmentally sustainable society.

The next decade (2OLL-2020) wil l  focus on creating the basic condit ions for

development in al l  areas: infrastructure, education and training, health, agricultural

productivity and food self-suff iciency, sustainable urbanization, and development

of key industrial and service sectors. "t.::;',.:

' t t  

.

The second decade (2021-203$ will buil{,;qijfi,,tht.9.g foundations, to ensure that
' : , : j

Timor-Leste is globally competitive, pg,1! of the glob'{'f1[lrformation economy, and

building a quali ty of l i fe and environme,nta! sustainabil i ty ' for al l  future generations.
- . : :

We underscore key aspects of the poiiilip-af and sqc-ial context in which sustainable
.:,,1;:1-1,, 

, i i , i j . l ."E' 
:,::1!,.

economic development wil l ' ' take place: '  
,  i : ; .  

' :-
'  

: : l { ' ' J l  :  i l : ; i i : :- -:T:* :-:: ' 
'

o Timor-Leste will have a de'moiratiq,and inclusiV,p government based on the rule
l ' i . l  

' . . i "  : r r ' ; : -

of law, resp,!9!:for human ' i ights and :part icipation of al l  cit izens in economic,
i . iFf ' : . , i ;  .  . : , : , - , .  1. ,  

.  ; t  . : :  
'  .  : ' : . ,

social4ndi :p.oi i t icaT.d.cWit ies;  " , i r ; . . " . . . - . , : ' , . : ' , i_. ,

o Timor-Leste wil l foster: equitablerdevelopment between population groups (rich
..,1,,.:

and poor) and areas (rtrr:al:and urbanL
j  : . ; : - ' . '  t ,  :  t ' , ' . ' .  +; ; . ' .  . ;  ' !+ i l .

o ' 'The siate and the population ral i l l  have'respect for, and preserve, the values and
'  

. . . .  
' . . - . . 1 .

culture of the u.t lotr5 groups comprising Timor-Leste society;

o Timor-Leste wil ibe a tolerant society sensit ive to race, rel igion and creed;

. Timor-Leste wil l  bean environment of creativity and innovation.

,  , : : . : l

1.3 Vrstotrt oF THE TlvtOn-LrsrE EcoNoMY lN 2030

Timor-Leste enters 2010 as a low-income economy with strong middle-income

potential.

Tradit ionally, Timor-Leste has been largely a subsistence agriculture economy, with

a dispersed rural population l iving near the poverty l ine. Small cash-crop sectors,

such as coffee, have tradit ionally provided some households with monetary

incomes in rural areas, though a signif icant proport ion of households have

produced for own-consumption and have lacked any steady or predictable cash
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incomes. Moreover, infrastructure has been weak, compounded by the diff icult ies

of  t ranspor t  and communicat ions in  a mounta inous topography '

By 2030, these condit ions wil l  have changed markedly. The economy wil l  be

modern and well diversif ied, with a high quali ty infrastructure of roads, power,

ports, and telecommunications. Subsistence agriculture wil l  have been replaced by

commercial, smallholder agriculture. Timor-Leste wil l  be self-suff icient in food, and

wil l  be producing a range of agricultural products for world markets including

staples, l ivestock, fruits and vegetables and other cash crops, forestry products, and

I . ,

f isheries products.

The petroleum sector, including oi l  and gas production, and downstream industries

such as petrochemicals, wil l  provide a,signif icant indu'str ial base'to the economy.

Other l ight industry, such as food pioles$ing, apparel, handicrafts and cultural

i tems, print ing, furniture making, and,]gthers wil l  complerneft heavy industries'

Services will dominate employment, in se9,,,,,,,,,,,,,,,,!,.,o.1s in,cluding tourism, hg,alth, education,

trad e, entertainm ent, and pub l ic ad mi nistrai io.n-'
:  

r . . -  _

Timor-Leste's tradit ion as a rufal econo,rny wil l  have changed markedly. Well over

half of the population will liv€i in urqii'"1.e.r, Wh"r" the service economy

flourishes. D!l i  wi l l  be'thle. lead city;o.f. !he .ountry, * i th. perhaps one-f i f th or even

one-fourth of the total qopulation. 'O_ther cit ies wil l  also be thriving. The urban

centerS wil l  be the, 'hubs.of bqsiqgss operations, key services such as health and

ed'gcation, and transport hubs ior trade and tourism. Timor-Leste wil l  attract a

mult i tude of visitors from Asia and beyond, as a business and tourism destination,

and:a destination for university students. The country wil l  be highly adept at the
: .

leading' information and communications technologies, with a deep penetration of

broadband lnternet and latest generations of technology'

Timor-Leste wil l  be proud and support ive of i ts magnif icent biodiversity and natural

environment. l t  wil l  take steps to adapt to, and be resi l ient to, long-term cl imate

change, for example by fostering large-scale use of irr igation to protect agriculture

from fluctuations in rainfal l .  Precautions wil l  be taken to prevent loss of l ives and

property from floods and extreme storms that may we accompany a changing

climate. The tourism and petroleum sectors wil l  be developed with great attention

and protection of the natural environment, so that development does not

compromise the natural beauty or the ecosystem functions of the country.
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Timor-Leste wil l  be an upper-middle income country no later than 2030, with the

gap closed with today's r icher neighbors, such as Indonesia, Thailand, and Malaysia.

We recognize that theie countries are decades ahead of Timor-Leste in their

current development. They pursued highly successful development plans during

the t ime when Timor-Leste faced occupation, destruction, and an ongoing struggle

for independence and nation building. Yet Timor-Leste now has a remarkable

chance to narrow, and even close, the development gap by 2030. This is because of

Timor-Leste's strong advantages: a young, vibrant and dynamic society; an abil i ty to

develop a state-of-the-art infrastructure; and a significant petroleum economy,

which wil l  not only provide a direct 

'".ono"dif-froost 

but wil l  also provide
. r .ei ! : :

government revenues for key public lp$$,ff ients in human capital and

,  * ' . t tF ' ' ' " : l i ' : i r '  , , , .infrastructu re' 

,..',ri,,! 
r ':''i:

Specialaspects of Timor's Petroleulri,$ealth :':':, ,r;r,i:,. .: :1 ,

Timor-Leste's economic situation is alreqdy -extraordinarV neiahe of i ts newly

developed oil-and-gas indp.r$fl,9if tna g;tffings of Timor-Lest'e lumped from

around 5175 mil l ion in 2004,,1o arou,n{$ 2,280 #if lgn in 2008. As a result,  the Gross
! r .  : . i : .  - .  . .  : - . , : . . . .

National Product. (a1so called the. Grods,.N.g!ional lhcqme) rose from around 5500
r:-.. i=i;t

mill ion ,n 2gq+,,tb br.gg.nd 52,900- milt iof i- in -ZO-08, arid to approximately $2,OOO
.. i, 

-'ii,'j ;,,., ,1,-':-:: 
"i'i,:1,million in ZO-1O (fhe rno-dest decil4n{.:from 2008 to 2010 reflects the decline in

- l  
- ; : i  r l +

world oi l  prices'since the'pqak in 2008-,) As of }OLO, Timor-Leste's non-oi l  GNP is
" : : ' - .  : -

approximately 5670 per capita'and thEr:oi l  GNP is approximately 51,870, though

perhaps the oi l  Gtrtp wii l :end a bit hig6er this year i f  global oi l  prices remain stron92.
! '  :

:  ' .  . .
l f  we measure the grp,Wth of GNP in constant prices, taking into account inf lat ion in

Timor-Leste, the totaltGNP in Timor-Leste has risen by a factor of around 4 since

2004, roughly 32 perce.nt growth per year. Oil  GNP rose roughlytenfold, and non-

oi l  GNP rose by appr:oximately 1.7-fold, or 9 percent per year since 2004. The result

is a country that has a middle-in'come GNP, of approximately 52,100 per capita, yet

with l iving standards sti l l  of a low-income country, roughly at 5600 per capita. fhe

main reason is that Timor-Leste's oi l  wealth has not yet been signif icantly invested

in the non-o i l  economy,  and consumpt ion of  o i l  earn ings have remained l imi ted

(roughly one-fourth of the annual oi l  revenues). A major aspect of the Strategic

'  F igures are based on calculat ion and assumpt ion used for  budget  2010.  Updated calculat ion would be

available in the end of August 2010 for budget 2011 [note: this SDP draft is the April 2010 version] . As an

example the oil revenue from Bayu Undan that is used here is 51,244. This figure might be higher since the
global  o i l  pr ices remain st rong.
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Developrnent Plan, therefore, is to invest the oi l  revenues in the economy, in order

to boost l iving standards, non-oi l  GNP per capita, and productivity.

Timor-Leste's oi l  wealth, and hence the calculation of "Estimated Sustainable

Income" (or ESI) that can be consumed sustainably from the oi l  revenues, is

conservative by standard calculations. The ESI has been calculated based on only

one f ield, the Bayu-Undan, while Timor-Leste has already proved another f ield of

comparable size (Greater Sunrise), and has solid geological prospects for many

more f ields in al l  three zones of the country: the Joint Petroleum Development

Area OpDA) with Austral ia, Timor-Leste's exclusive jurisdict ion offshore zone, and

the terrestr ial zone, where many oi l  and ,Bas ,seeps give, strong evidence of

signif icant petroleum deposits. Moreover, the ESI calculation regarding Bayu-

Undan has also used conservative assumptions (for example, completion of

production by 2023) that under €stimate the ult imate 
'recoverable petroleum

wealth of the f ield.

The SDp treats the future prospects of the pdff i"rt  sector as fol lows. We assume

'enues o i  around St .o b i t t ion per  year  couldthat  current  pet ro leum upstream,r"u,  
,  , .  j : .

rise to SZ bittionteriyear by ZO]_0, given othr-e,r fieldt l119,I the three zones come on

stream and oi i-p'r ices continue to r ise. In addit ion, we'assume that a petroleum-
' 
" ' :  r  induitry -LNG,'petrochemicali ,  ref ineries, fert i l isers and otherbased downstrea

petroleum basbd 
,sectorS 

wil l  add value of another S2.5 bi l l ion per year to the

dornestic economY.

The total petroleum-based economy, upstream plus downstream, is therefore

estimqted at S4.5 bi l l ion per year by 2030. The assumption is reasonable given

Timor-Lbste's favorable geology and the expectation of strong world energy

demand in  the comingtwenty Years.

We assume that '  as a resul t  o f  major  publ ic  and pr ivate investment  in  human

capital, infrastructure, and strategic sectors of the non-oi l  economy such as

agriculture and tourism, the non-oi l  economy can grow on average 11.4 percent

per year between 2010-2020 and 7 percent per year between 7O2O-2O3O.3 The

current  Szzo mi l l ion per  year  would become roughly  S12.3 b i l l ion.  Adding the

33 Econom ic growth is ca lcu lated based on constant price values instead of cu rrent price's. Based on consta nt

or ices the non-oi l  nat ional product is S455 mil l ion in 2010. This value is equal to S770 mil l ion in current

price base. With an average growth 11.4 percent per Vear between 2010-2020 and 7 percent between

2o2}-zo30the projected constant prices GDP would be 5Z.O Uittion and is equal to 5 12.3 bill ion in current

pr ices.
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..,,.r+i
It is anticipated that Timor-Leste's populatiqn-vCIil l i 'prgw at a,rate of 2.5 percent per

'  : a ' : r i

annum during 2010-2030. The total,P,9,p',ul'5tion willi"l refore increase from 1'1

million in 2010 to around 1.8 milligrfi;ifi'ZpaO. The econ:o&ic forecast therefore is

that per capita income will r ise trff iZ,ZOO in 2010 to around 59,300 in 2030, a

rise in per capita income of !7 pur..nt ,p"1 gnntim Even in non-oil incomes the

figures are also convincin$ifr:o-rn SZZ0 in '20-1p to 56,200 in 2030. This level of

petro leum sector  (upst ream 52 b i l l ion p lus downstream SZ.5 b i l l ion)  and the non-

petroleum economy, we expect national income to grow from $2.5 bi l l ion in 2010

to s te.g b i l l ion in  2030.

This rate of growth is famil iar to emerging economies in Asia that have had even

less "catching-up" potential than Timor-Leste. Of course this high, sustained growth

is dependant on continued poli t ical stabil i ty, high world oi l  prices, successfulfuture

development of the petroleum sector, and successful investment of petroleum

income in the human capital, physical infrastructure, and strategic sectors of the

cou ntry. .:l::i,,ii
i;;r':;t
$.:iti:,''

'  ' .  .  . , ' : . : . , :  .  : i :  l :

vision, cdn be achie'ved,, rhe sop,trame:iruork, to the year 2020, is based on the' . ' - , . . . .  
, : i ,  . 1 i  

' , ; _

.  ' r ' . : - .  : .  :  .  |  : ' '  ' :  . .

following PrinciPles: 
':':'1i: ':,

: i : : i

"  A mixed economy based'on complementary act ions by the publ ic  and pr ivate

sectors, determined by comparative advantage

A strong'nublic in,vestment program that is complementary to the promotion of

private investpeht

A determination to build a well-diversif ied economy, with important dynamism

in agriculture, industry, and services, supported by Timor-Leste's strong cultural

heritage

A st rong commitment  to  human capi ta l ,  recogniz ing that  the people of  T imor-

Leste,  much more than the land,  minera ls ,  and petro leum, are the u l t imate

source of wealth of the country

Open trade and attraction of foreign direct investment (FDl), with expectations

for success in petroleum, tourism, f isheries, f inance, telecommunications, and

other promising sectors

)
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. .  St rong in ternat ional  economic re la t ions,  inc lud ing membership in  ASEAN, c lose

relations with the Lusophone countries (Portugal, Brazi l ,  and African countries),

and st rong cu l tura l  and pol i t ica l  l inks throughout  the developing and developed

world

o Sound prudential regulation and step-by-step development of the banking

sector

o Maintenance of macroeconomic stabil i ty through careful budget policy and

commitment for the foreseeable future to the dollarization policy

The framework of action aims to build the economy through a three-pronged

public investment program -human capital, lnffa51r:uAure, and sector development

-that wil l  induce a signif icant r ise of p-rivate investment. Private capital wil l  be

encouraged domestical ly, especial ly in small and medium enterprises, as well as in

the form of foreign direct investrnen-t, by ensuring that Timor-Leste is hospitable

and competit ive to investment in key sectors, tr. ! . t t  petroleum and tourism.

Human capital investment, ing|udes six pl i !5rs: health, nutri t ion, primary and

secondary education, vocational,fraining, higher education, and research and

development. Tjmor-Leste wil l  .bui ld a :pub,, l i .cly f inanc.ed primary health system

accessib le  to  a l l .  th is  srTstem wi [ l ' requi re 'arot tnd four  percent  o f  ( r is ing)  GNP in

public outlays the two decades aheid, meaning expenditures of around 5100 per

person per yeai in 2010, and rising to at least 5350 per person per year by 2030.
: . ,  ' t :  '  i - : : : : .  i  : : : r "  

" r  ' .

r imoi:tesie wil l  iniensity nutri t iohal pro$rams, especial ly for young children, in the
:j::: ;j,t 

! 
'

cb'ming years to break the cycle of poverty and under-nutri t ion. that robs children of

their physical and cognit ive potential during an entire l i fet ime.

rdertake a concerted strategy of school construction and teacherTimor-Leste wil l  ur

training, to ensure uniVersal secondary school completion through grade 12 by the

year 2020. This wil l  require the opening of teachers col leges and an intensive effort

to  expand mul t i - l ingual  educat ion in  the schools  in  the coming decade.  Universal

at tendance in  school  wi l l  be mandatory up through grade 9,  and a l l  schools  wi l l

prov ide meals  as par t  o f  the i r  learn ing envi ronment .

Timor-Leste also needs an aggressive program to develop jobs ski l ls. Currently

-  there is  considerable unemployment  among h igh-school  graduates.  Soon,  however ,

there wil l  be intense ski l l  shortages, as government programs and investments

expand in health, education, petroleum, agriculture, and other sectors. The

Government wil l  embark on a massive public education effort to provide job ski l ls
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for today's unemployed young people, focusing both on those with a high-school

educat ion,  and the many thousands of  young people ages 20-30 who lost  the i r

chance for education during the confl ict years. The ski l l  training wil l  focus on the

vocational ski l ls needed to build a modern, diversif ied economy, including

agriculture, health care, construction (carpentry, plumbing, electr ician), teaching,

local public administration, and business development. Timor-Leste can also help

the youth to develop cultural ly related activit ies such as native music and arts.

These activit ies wil l  strengthen the shared cultural heritage of the country, and

promote tourism and other service-sector earninBs;,,,

,,0;;.j.1irr;
Timor-Leste also needs to develop its advanced:l l#dership in public administration,

science, and business. The university secto'i$iii b,ejkgy in this regard, training the

future leaders of the country. While 4.ffitudents wlii,rtrtaln abroad, bringing back

skills and knowledge that wi.lill$romote Timor-Leifiers long-term global

competit iveness, the country must i iso developji ts own Qualtt"y and capacity in

higher education, b.ginl,,,-.ig,with the tNeffi:runiversity of-:'T,inror-Leste. The
government wil l  invest in't fr:engthening the-i i- '6r;r iculum and faculty of UNTL, and

helping UNTL to develop gtoUai"$ 4gerships'r in r:education and research. The

government wilJ.,dbo establish.:ia seriei,bJ-,national'ri.esearch centers in strategic- 
I ' : '  :..;. . '  . ' . ' :  'r : '" '  . : r.

areas, based:at:UNTL an'd other ceir,terg o-f higher'education.
j _ , . _

t : t ,  
:  

r '  i i  ,1 , , ,  , ,_

The synergy of 'r 'Esearch' gnd higher education has been demonstrated t ime and
. . . - . : .

agai.;r.lihpsughout the.world, b:nd Timoi.f,este will strive to place its new research
t -

capacity within'the uniVersity sett ihgi ' 'High priori t ies for government supported

research centersi: include the fol lowing four areas: agriculture, petroleum and

geology, public health, and biod' iversity and cl imate.
t . ,

Infrastructule investments constitute the second pi l lar of public leadership. History

and the experience'of our Asian neighbors make clear that successful economic

development must be based on strong national infrastructure including roads,

power, telecommunications, air and sea ports, and urban infrastructure. The policy

framework to 2020 wil l  ensure that Timor-Leste has quali ty national infrastructures

in p lace by the end of  th is  decade.

The road network is the start ing point, since transport of people and goods is a sine

qua non of a productive economy. Timor-Leste's road strategy, as well as i ts other

infrastructure investments, wil l  be based on a three-way hierarchy of investment:

national, distr ict, and community. In the case of roads, the national investments

\
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mean a highway system; the distr ict investments mean paved, al l-weather roads

linking al l  of the 13 distr icts of Timor-Leste into a coherent road network; the

communi ty  roads mean a l l -weather  roads that  reach local  communi t ies.

The power grid requires a similar national reach. Timor-Leste wil l  develop a modern

power grid l inking the entire country with at least 1 Giga-Watt, IGW of instal led

power capacity by 2020. The power grid wil l  connect al l  distr icts, and wil l  draw on

the country's natural gas resources to power much of the national system. Local

electr i f ication may rely on off-grid technologies: solar and wind power, biogas,

hydropower, and other appropriate options. .

Telecommunications is another sine qua non o,f alrn'qdern economy. This includes a

mix of mobile telephony, wireless broadband, and f iber optic cable. By 2020, al l

distr icts of Timor-Leste, including cl inics, hdipitals, and secondary schools should

have low-cost broadband access. Much of the telecommunications backbone wil l

be privately funded and provided, though ,!twlJl,b,,e the government's responsibi l i ty

to connect schools, health'faci l l t ies, and oth€'r public faci l i t ies. In order to faci l i tate

the rapid upgrading of the.lgleeommunications:-, infrastructure, Timor-Leste wil l

open the secto.l:,!o- st.rong malikqt competltion, which will drive down prices and

improve quall ty and co.verage ,-., ,  , , , ,  , ' :  1.:u;,, , , t

The seaports and airporrts constitute the next chapter of the infrastructure

pqo,g,r:ap,r,.l){ew seaports Will be r,equired.to upgrade services in Dili, and to develop

the ful l  potential of ihe.petroleum'.sector. Timor-Leste wil l  bui ld a ful l  modern

seaport in the sou,th of the qountry to support the growing petroleum sector, both

for the exploration and production phase of the industry, and also for downstream

activit ies, including Liquif ied National Gas (LNG) faci l i t ies, and port services for a

petrochemical sector. ,New ports and especial ly airports'wil l  also be required to

bui ld  the new tour is*  . .onory.  The Di l i  A i rpor t  wi l l  need s ign i f icant  expansion,

and new international airports wil l  be buil t  in the East and South in order to foster

new tourist destinations and growth poles.

The f inal major dimension of infrastructure is safe water and sanitat ion, which

poses major  chal lenges both in  rura l  and urban areas.  Rura l  areas need to be

supported with local projects to protect water supplies and provide more

sani ta t ion fac i l i t ies.  Urban areas,  and notably  Oi l i ,  need urban development  p lans

to promote city wide water and sanitat ion systems that are resi l ient, capable of

accommodating hundreds of thousands of addit ional users, and robust in the face
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of droughts and other extreme climate events. Dili currently lacks a medium-term

development plan, which wil l  be incorporated within the SDP.

Sector investment programs include public investments to promote strategic

sectors of the Timor-Leste economy. Even when a sector such as petroleum will be

largely driven by private investment, the government still has a fundamental role to

play in investments and strategies that are complementary to the private-sector

economy.

There are at least three strategic sectors for econg,,plic growth in the coming two

decades: agriculture, petroleum (upstream an4"#.qry4nstream), and tourism. Each of
Fni':;{}

these requires a public investment programri:;_

. : . :  
i  - . : j : :

The agriculture sector currently employi around two'thirds of the economically

active population (perhaps gS peffi of the rural population, which constitutes

around 75 percent of the total populatlg*) Tf,.egriculture sector is remarkably

promising, but in the past ,s underperfo , l6ere are enormous potentials in

several areas: staple crops,::livestggf 
.anO 

daiiV;.c:ash crops, forestry products, and

fisheries. Traditionally, Timor::L,este lreti,*, 
$, on loff:,input, subsistence methods in

each of these a,reas-. Staple crop yl.elds, fqi,.1€Xam,ple, d*.e:''between 500kg and 2 tons
. '

per hectare.{e.g. for m*iiae and ricefi,Whereas thdiftronomic potential is often 5-10

times higher. Ttte problern has been;the lack of improved inputs into the sector,

reflected in the level of poverty of smallholder farm households.

Timor-Leste is now ripe for a Timor Green Revolution, in which the government

works with smallholder farm.ers to increase the use of improved inputs through

targeted subsidies and the deployment of seasonal f inancing, modern technologies,

and the benefits of cutting-edge research. Timor can become self-sufficient in rice

within f ive years, and can become an exporter of agricultural products to the world

dur ing the coming decade.

Petroleum is the second sector, with profound transformative potential for the

country. Timor-Leste wil l  bui ld a signif icant upstream and downstream industry,

focusing on exploration and development, a pipeline to the mainland, and the

development of a downstream industry, including LNG, petrochemicals, fert i l izer,

refineries and other energy-intensive operations. The experience of other small

petroleum economies, such as Trinidad and Tobago, wil l  be useful. These

experiences demonstrate the high development potential of this sector.
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The government wil l  promote the national interest through transparent insti tut ions

and government led init iat ives, including, the promotion of government enterprises

to foster key investments.

Tourism is a third strategic sector of the economy. Timor-Leste contains

magnif icent and unique f lora and fauna, beautiful vistas, and tremendous potential

for eco-tourism, beach tourism, and cultural tourism. The country is in the middle

of the world's fastest growing regional economy, and therefore a region with a

booming travel and tourism sector, which Timor-Leste plans to tap. The tourist

development wil l  require major investments in infrastructure, important new

public policies such as those on land and environmental regulation, and various

promotional activit ies including tax incentives under the national investment laws.

lmproving the business environment is a fundamental priori ty.

The overall economic framework to 2020, and beyond, rests on four

interconnected pi l lars:

Public investment in human capitql,- infrastructure, and leading sectors

Private investm,ent, in domestic SME, and in FDI in key sectors

Responsible macro€conomic management and economic policies

A sound business environment

The business environment needs irnprovement on several fronts including the need

to reform land laws. The Government sees three types of land-reform challenges:

farm land now under customary practices; urban land in need of zoning and clear

property r ights; and government land that can be used for public and private

investment such as tourism or petroleum development. The dispute resolution

system wil l  also need strengthening, both by making the national courts more

capable of handling commercial disputes and by seeking effective ways to tap into

international arbitrat ion and mediation as remedies for dispute sett lement with

foreign investors. Al l  of these measures wil l  greatly improve the abil i ty to do

business in Timor-Leste, and wil l  encourage capital investment and job creation.

The government wil l  also faci l i tate the development of the domestic f inancial

markets, including commercial bank lending for business activity. For example, one

of the goals in the agriculture sector wil l  be to encourage banks to provide seasonal

credits for farm inputs, so that farmers have a rel iable commercial system to obtain

a

o

a

a
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seeds, ferti l izer, implements, irrigation equipment, and other crit ical components

for farm modernization. The Government will also work to spread microfinance of

all kinds, including saving accounts for the cit izenry and micro-lending for small

businesses.

Puelrc lruvrsturNT PLAN To 20L5

The SDP framework to 2020 describes the main lines of strategy for economic

development.

The investment plan to 2015 lays out the f ive;yg public investment budget that

will constitute the public sector's main ou!,,lip.1;4gfor:,th-e first half of the decade. The

public investment plan includes nine _..,b'?pt"tt' health,and nutrition, education and

research, roads, power, seaports affiirports, agriculture, petroleum, and tourism.

For each chapter, the SDP details -a, set of objectives su:ch as HR training,

construction, and facilities.Tanagement.w$h.,|'i lines so that actual progress can

be measured with quantita,tive objectives ThE following provides a summary of

priori ty areas.

t. Health and Nutrition

Building a prinr,ary health'system atth,e local level by 20t5, including one cl inic per

suco staffed by a doctor a.q$ nurse;,,gne community health worker per 1-00

households; properly prouir ioieU air i i i& hospitals, including ambulances and

emergency obstetr ical capabil i t ies; national nutri t ional monitoring and response;

na:tional public health data system, with real-time vital statistics; infectious disease

control programs for- HIV/AIDS, TB, Malaria, Dengue, and "neglected tropical

diseases*' such as worm infections. There wil l  also be large-scale ski l l  training and

upgrading programs. /

2. Education and Research

Building a system for universal access and school completion to Grade 9 by 2015,

and universal completion through Grade 12 no later than 2025. The SDP wil l

support a massive training of teachers, including the implementation of a national-

scale teachers col lege based on UNTL. The SDP wil l  provide for scholarships for

tert iary education, in Timor-Leste and abroad on a strategical ly targeted basis in

key sectors. The Government wil l  open four national research programs at UNTL:

J
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agriculture, petroleum, public health, and ecology, and wil l  invite international

experts to serve on advisory boards for these centers.

3. Roads

The national and district road system will be completed no later than 2020, with a

substantial proport ion completed by 20L5. The Government program wil l  pave at

least 3,000 km of highway and distr ict roads by 2015, based on strong domestic

participation. The complete national road system will be completed bV 2020.

4. Power

The national power grid wil l  be completed bV 2OL5, l inking al l  cit ies and distr ict

capitals. The power system wil l  rely mainly on petroleum, init ial ly heavy l iquids but

then transit ioning to natural gas when the gas pipeline reaches Timor-Leste.

Alternative energy sources including solar, wind, geothermal, and hydro wil l  be

incorporated into the national grid. The governmeht wil l  instal l  at t  GW by 2020.

5. Seaports and AirPorts

The SDP wil l  prepare for new bulk and LNG port faci l i t ies around the petroleum

complex in the South, and expand and relocate the container port faci l i t ies in Dil i .

The national airport at Dil i  wi l l  be enlarged, and new international airports wil l  be

targeted, at least one in the east and one in the south.
.

6. Agriculture

The SDp wil l  ensure agriculture inputs for al l  smallholder subsistence farmers,

including fert i l izer, seed, and agriculture extension. Over t ime, the subsidy program

wil l  be converted into a credit system, in which private a"nd public banks wil l  offer

agricultural f inance credits to farmers who have demonstrated their

creditworthin ess.

7. Petroleum

The SDP wil l  promote the continued growth of the petroleum sector through

promoting further exploration and development of new blocks. The government

wil l  invest in an industrial zone and port faci l i t ies in the south, enabling the nation

to become an exporter of LNG and other petroleum related products. The

government wil l  actively explore the feasibi l i ty of various energy-related
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downstream industries including fert i l izers, other petrochemicals, steel and

a luminum.

8. Tourism

The SDP wil l  promote high-end beach and eco-tourism within the bounds of str ict

environmental standards. Tourism wil l  be promoted through leasing public lands

for resort development, improved infrastructure including an airport in the east of

Timor-Leste and government promotion of Timor-Leste as a new global tourist

destination

:;::::'::;''

Pugllc FtrunruclruG To 2015 ..',"'

The basic framework for f inancing is:the fol lowing. The government aims for a

maximum pace of public investment consistent with: (1) eff iciency of resource use;

(2) avoidance of bottlenecks in imp;lgment,atio.Ii (3) full ,.".t-4nsParency and

accountability of outlay.,,p,;tnsluding profigg"*rocurement procedures; (4) full

monitoring and evaluation;.-and {5) gompletion B.f the investment targets for 2015

and 2020. To accomplish these,objectives, the Government wil l  pursue: ( l) a mult i-

sector investme,nt poligy, with sca{e-up p,lfltS across the'major sectors operating in
. :.'. ,

parallel; (2} ,large-scale,*aining of'perSonnel in each major sector; (3) institutional

innovations to:irnprove oversight and,[mplementation; (4) r igorous data col lection,

coupled with mon,itoring and evaluation; (5) frequent consultations with relevant

stake holders and experts; and (6)f inancial prudence.

We anticipate a rate of public-sector investments during 20tt-2075 in the order of

30 per:cent of GNP, counting outlays on public health and public education mostly

within the investr"*t,, budget. The rest of the public sector budget would be

around 20 percent ofGNP. Total public spending wduld therefore be in the order of

50 percent of GNP which would amount to approximately 51 bi l l ion per year in the

first years of this new decade.

Private-sector investment wil l  add another L5 percent of GNP per year, perhaps L0

percent international investment and 5 percent domestic. With the total public

investment plus the private investments, approximately 50 percent of GNP, and an

incremental-capital-output ratio (ICOR) of around 5, the national investment rates

would be consistent with GNP growth of around L2 percent per annum or higher.
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Government revenues, including petroleum revenues, wil l  support public spending

of around Sf bi l l ion per year, with the remainder accumulating in the Petroleum

Fund. The total Petroleum Fund balance wil l  r ise between 2QLL-2015 to around 59

bil l ion from S5.5 bi l l ion in 2010. The government intends to benchmark the "3

percent rule" to current outlays and transfers, not consuming or transferring more

than the sustainable consumption level equal to 3 percent of the sum of the

Estimated Sustainable lncome, (ESl) calculated as the sum of the Fund balances

plus estimated NPV of future Fund revenues from petroleum. The government is

currently exploring options towards funding strategic public investments including

withdrawing in excess of the ESI or borrowing at concessional rates.

L.7 MncRorcoNoMlc Fnnvewonr

The macroeconomic framework is predicated on a rapid expansion of the oi l  and

gas sector, and an investment of oi l  and gas earnings ' in human capital,

infrastructure, and strategic sectors of the ec,ohorny. We project annual earnings of

the petroleum sector growing from S1.5 bi l l ion per year in 2010 to more than 52

bi l l ion per  year  by 2015.  
'  ' ,

The non-oi l  economy wil l  increase from $OZO per capita in 2010 to more than' : '

S1,5OO by 2015. The petroleum rsector, including downstream industry, wil l

inrease from around S1,50O to around $3,000 by 2015.

The basic and salient macroeconomic points are these:

Timor-Leste wil l  be a very high saving, high investment economy

The Government wil l  supply more than half of total investment outlays

The total investment rate of around 35 percent of GNP wil l  enable annual

growth in the order of L2 percent per annum or higher

Timor-Leste wil l  continue to run a substantial trade surplus and to accumulate

added balances in  the Petro leum Fund.

1.8 I rusrIrurIONAL FRAM EWORK

The key question for the Government and for the nation as a whole is the capacity

to scale up investment programs at the pace outl ined in the SDP. This success wil l

depend on three things: (1) an insti tut ional framework for implementation; (2) a

o

o
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satisfactory global economic and geopolit ical environment; and (3) massive training

at all levels of society.

The most important institutional breakthrough will be a new agency in charge of

the plan design,'budgeting, and implementation of the Strategic Development Plan

- the Economic Policy and Investment Agency (EPIA). The EPIA will serve a role

similar to a national planning authority, analogous to the National Development

and Reform Commission in China, the Economic Policy Unit of Malaysia, or the

Planning Commission of lndia. The functional units of the EPIA wil l  include:

economic planning; program monitoring and.:r i ivaluation; procurement and

contracti n g; b ud geti ng; internation a I coopera.Lt!ffi nd pu bl ic info rm ation.
, . . ,  . '  , . :

The EPIA wil l  streamline the governmentls planning arid implementation functions,

and will be charged with nego!.?I!1.rg contracts with, E,gmestic and external

management teams to implement key,functions under the SD.P,, The EPIA wil l  also

be responsible for capacity-building unde-r:,,thg..,5.pP, working in el,ose cooperation

with l ine ministr ies.

The government, advised by the EPIA, wil l  identify key strategic training needs and

programs. factl or program will invoffi,the scale'uii of local capacity, through

targeted traihing programs at home and'abroad:":the EPIA will also build its own

staff capacity in economic planning and contract negotiat ions.

Th€:''EPIA'wiil provide institufional inn-bVations that will deliver the long-term

objectives of the nationalStrategic Development Plan.

SpnlRt Fnnurwonr

In principle, regional approach considers region'as a system which consists of

regional formation unit,  namely natural resources, art i f icial resources, and human

activit ies, including poli t ical, economics, socio-cultural and national defence, which

interact to form a spatial framework. By considering that region is a set of system in

which human conduct their activit ies, the realisation of the system is reflected

through the uti l isation pattern and space structure which could provide direction in

the development planning process which is eff icient, harmonious, and sustainable.

Timor-Leste's national spatial framework is prepared to sustain Timor-Leste's vision

and mission of long-term development (2020). 'The spatialframework wil l  direct the
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acceleration of sustainable economic growth and equitable development from

national level to sucos level in a unif ied regional and national unity framework of

the people of Timor-Leste.

The mainland area of the Democratic Republic of Timor-Leste is about 14,610 km2,

with a mountainous and hi l ly geomorphology and topographic condit ion in the

central part of the country stretching from east to west, then sloping towards the

coast in the north and south as well as the east which is the t ip of Timor lsland. As a

result,  natural ly the socio-economic activit ies are concentrated predominantly

along the plains in the northern and southern corridor of the island of Timor,

forming the agglomeration of economic activity and production that eventually

grew into urban centres.

Timor-Leste's mainland area is approximately 1.4,610 km2, with geomorphology

and topography characterist ic are mountainous and hi l ly especial ly extreme in

centre of country. The mountainous and hi l ly areas could be found along eastern to

western region. The other side, lowland characterist ic could be found in southern

region and small part in northern region. This situation have grown al l  social-

economic activit ies especial ly in northern and southern corridor and in turn have

formed economic and product[on agglomeration that growing settlements

distr ibution.

Consider: ing the geomorphology condit ions and concentration trends of economic

activit ies in the society today, the approach for the development of the national

terri tory of Timor-Leste must be carried out through a special approach called

'corridor'  development, which is basical ly a regional economic development plan

which extends spatial ly to form growth bands (r ibbons), with the city development

plan as the hierarchical central growth-

Two issues in the spatial framework wil l  be addressed below.

1. Regional Development and Spatial Planning

Spatial planning has to be in place to anticipate spatial issues as well as to

provide development direction that is based upon specif ic characterist ics of

certain region. A high-quali ty spatial plan wil l  guarantee consistency between

planning, implementation and monitoring of development progress. The

spatial plan has to contain (a) specif ic direction of development for each

region (b) identify the environmental capacity, including probable natural
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disasters, (c) synchronized utilization of space for various actlvities to achieve

efficiency, (d) zoning regulation that set boundary for each sectors to ensure

sustainabil i ty and environmental issues.

The ongoing challenge is reducing development gaps among regions and

between urban and rural areas. This can only be addressed by increasing the

welfare of people in al l  areas of Timor-Leste. l t  is not about spreading physical

development but more in the effort of reducing gaps in quali ty of l i fe and

prosperity, both between region and in each area itself. Therefore, local

resources potential and opportunit ies need to be identif ied. This is in

particular on the marine resources th,e.gi not yet looked at as a major

resource in Timor-Leste.
. ' , . , , .  . . , .

2. Conservation of Natural Resources and Sustainable Development

By examining the condition of n.atural rgpurces and :l;i14!ng environments

today, the identificaJi.on of three cr'rSr-s. come clear, which are the crop

crisis, water crisis, a@ner:.By crisis. These.become imminent if they are not

anticipated with the proper p6licies and actions. The three crises becomes a

nationalJo-ng,,term challenge that needs to be cautiously handled so that i t

.rnndi€use any more harm for the people of Timor-Leste. The rapid

increaseof the popruJation cau' '  s the abil i ty to provide crops more and more

lirn,ited. Thisiis caus'ed,'bJ the low productivity in agriculture products and the

deterior.ation of the irr igation network and faci l i t ies. In another issue, the

conventional agriculture practices threaten the environment and

sustainabil i ty of the agr, iculture production system. On the other hand, the

increase of agricultural lands would threaten the forests and disturb the

balance in water supply. The declining forest condit ions caused by

deforestation that has rapidly increased and the deterioration of water

sources threaten to reduce the debit in water supplies and rivers in the

summer directly inf luencing water sources for irr igation. Meanwhile, energy

consumption patterns show the dependence on non-renewable sources. The

main challenge in energy providence is to increase the production abil i ty of

oi l  and gas while increasing national income, adding energy infrastructure to

ease services to the people, and reduce the dependency on oi l  while

increasing the contribution of gas and renewable energies such as biogas,

biomass, geothermal energy, solar energy, costal energy, and wind energy.
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progress can be made by making use of {a) land natural resources (such as

mining and agriculture) (b) marine resources, which is spread throughout the

terri torial sea, the exclusive economic zone up to 200 miles into the ocean

and managing rights on offshore the ocean with more than 200 miles'

Optimizing the use of marine resources for transportation fishing, tourism,

and mining, can be challenge that needs to be prepared to become the

backbone of the nation's economic future. The development of the marine

sector in the future needs poli t ical and f inancial support for al l  shareholders,

which wil l  of course become a challenge for the whole nation.

The long term sustainabil i ty of the development faces the challenge of

cl imate change and global warming which wil l  affect al l  aspect of l i fe'

Meanwhile, the use of the various f lora and fauna has not been developed

optimally. The added value of the diverse f lora and fauna can become an

alternative resource that can be enjoyed by the current and future

generations. The research, maintenance, proteCtion, and' use of the

ecosystem should be an integral part i:n building the competitiveness of

Timor-Leste.

Externally, globat competition wiJl undoubtedly become stronger with the

national development in the futur,e. The national economy wil l  become more

open so th_at it will directly and ,indirectly influence the development and

growth of the areas in Timor-Leste.
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