
15 April 2019

1

Economy/Budget for Flinders & Swinburne

• The Timor-Leste Institute for Development 
Monitoring and Analysis, founded in 2000.

• Timorese and international people “walking 
together” on the journey to create a new Nation.

• An independent, Timorese, non-governmental 
organization which does research, policy 

analysis, public education and advocacy.

• A force for participatory, equitable, sustainable 

and evidence-based policies and practices.
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1. The cash economy runs on oil money 

processed through the state, but 

most people live outside of it.

2. The state budget is almost entirely 

financed by exporting petroleum 

reserves.

3. As the oil and gas are depleted, 

future prospects are precarious.

Timor-Leste has been one of the 

world’s most petroleum-export-

dependent countries. 

The country has almost no 

industry and a tiny private sector.
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• Nearly half of Timor-Leste’s people live in 

poverty, 64% in multi-dimensional poverty.

• Two-thirds of people live in rural areas, largely 

by subsistence farming.

• Poor sanitation and malnutrition are endemic.

• About 1,200 Timorese children under 5 years old 

die from preventable conditions every year … 

30 times as many people as die from homicide.

Only South Sudan, Libya (and Equatorial Guinea?) are more 
dependent on oil and gas exports than Timor-Leste was before 2014. 

• State revenues in 2018:…………...... $191 million
-$460 million was lost by investing the Petroleum Fund
$447 million from oil and gas revenues
$204 million from non-petroleum sources

• Executed 2018 State Budget:………  $1,159 million ($1,277m appropriated)
$983 million transferred from the Petroleum Fund
$167 million from non-petroleum (domestic) revenues
$  39 million from loans which will have to be repaid 

• State activities, paid for with oil money, are nearly half of the “non-oil” 
economy because some of this money circulates in the local economy.

• Petroleum and investment “income” goes to the state, not the people.

2013 2014 2015 2016 2017

Petroleum GDP
$4,234 
(75%)

$2,591
(64%)

$1,496 
(48%)

$820 
(33%)

$895 
(36%)

Non-oil GDP
$1,403
(25%)

$1,451
(36%)

$1,597 
(52%)

$1,684 
(67%)

$1,593 
(64%)

Productive (agric. & manuf.) $305  $307        $288      $287 $284
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The graph shows legal goods trade only.  Three-fourths of donor 
spending and two-thirds of state spending leaves the country.

2018 trade:        services               non-oil goods total
Imports $447m $613m $1,060m
Exports $  98m $  25m (85% coffee) $   123m
Deficit -$349m -$588m -$   937m
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The potential workforce grows by 20,000 people every year, but 
private sector employment dropped 12% from 2014 to 2017.

Data compiled by LH from several sources.

Agriculture got 1.3% of state expenditures in 2018, 
although it is the livelihood of 65% of the population.
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60% of Dili’s population are among the wealthiest 20% 
of Timorese, while only 7% are below the poverty line. 

More than half of the families outside Dili live in poverty.

Poverty

Heineken’s 

$36 million 

foreign 

investment 
was larger 

than sector 

profits.
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Timor-Leste’s working age population is increasing by 
about 20,000 every year. 

In 2017, total private sector employment was 45,900, 

12% lower than it had been in 2014.

• Human security is health care, food, 

education, employment, housing, etc.

• 20 times as many Timorese children 

under five die from avoidable conditions 

as people are killed by violence.

• These children will not be helped by 

police, soldiers or judges, but many 

donors prioritized the “security sector,” 

seeing everything through a conflict lens.

• We must diversify our economy and 

strengthen our people and workers to 

prepare for the day our oil runs out and 

we can no longer pay for imports.
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• Acting as if the oil money will last forever
Kitan is finished; Bayu-Undan will be dry by 2022.

• Borrowing today, to repay tomorrow
TL may borrow more than a billion dollars in the next few years, 
often for projects with little chance of return.

• Lack of realistic long-term planning
The Strategic Development Plan 2011-2030 is but a dream; 
Tasi Mane and ZEESM Oecusse may not produce returns.

• Using money to ‘solve’ every problem
It’s easier to buy a scholarship than to run a university.

• Spending without thinking

• Import dependency
TL’s non-oil trade deficit is over a billion dollars every year.

• Ignoring non-oil development and revenues
Farming is too hard to envision, even if oil may not last very long.

• Benefits flow to the urban and political elite.
Most people won’t use highways, airports and oil facilities … 
but will share the costs of paying for them.

• Petroleum “captures” decision-making. 
Agriculture, tourism, small industries, etc. don’t get a “fair go.”
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From 2008 through 2016, Timor-

Leste’s government spending grew 

faster than nearly every other country.

It was not invested in the people, but 

for infrastructure of dubious value.
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The Fund’s balance is the same 

as it was 4½ years ago.

It dropped a billion dollars in 

the fourth quarter of 2018.

The Petroleum Fund peaked at $17.1 billion in mid-2015 and had 
dropped to $15.8 bn at the end of 2018, the lowest in 5 years. 
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• Laws in 2009 opened the door to foreign loans. 

• In 2012, Timor-Leste signed contracts to borrow $107 million 

from Japan and from the ADB. 

• In 2013, TL signed for $90m more from ADB and World Bank.

In 2015, TL signed for $12m more from ADB.

In 2015, TL signed for $50m from China’s Ex-Im bank.*

In 2016, TL signed for another $126m from the ADB.

In 2017, TL signed for $35m more from the World Bank.

• Future borrowing is unclear. The government plans one more $60 

million road loan, but Sunrise and Tasi Mane could also be 

financed by borrowing.

• In a few years, debt service payments will exceed $20m/year.

* This loan was rejected by the Audit Court.

• Implementing the SDP will require 

borrowing billions, probably at commercial 

rates.

• Even at concessional rates, repaying loans 

depletes the assets in the Petroleum Fund. 

• TL’s oil and gas reserves are limited, non-

renewable, and 95% exhausted already.

• TL will have to prioritize repaying loans 

above spending on people’s needs or 

developing other sectors.

• Our children and grandchildren will inherit 

the debt after the oil wells have run dry.
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This model does not yet 
incorporate Timor-Leste buying 
into the Sunrise Joint Venture or 
the 2018 or 2019 State Budgets.

Kitan and Elang-Kakatua are empty, 

and Bayu-Undan is 95% depleted.

Greater Sunrise is not a secure enough 

basket to carry all the country’s eggs.

There may not be any other fields.
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Production is dropping faster than prices, and will not go back up.

The price will be irrelevant when we have nothing left to sell.

Timor-
Leste 

(70% Sunrise)

TL 
without 
Sunrise

Australia Brunei

Known oil and
gas reserves 
per person at 
end of 2017

657
barrels

69 
barrels

1,050
barrels+

(1,040 without 
Sunrise)

6,300 
barrels

How long 
reserves will 
last at 2017 
production 
rates

21 years 2 years 32 years+ 24 years
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There
may 
not be 
any 
other 
fields.

Number of oil and gas wells drilled each year in Timor-Leste’s territory
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• Australian companies began exploring Sunrise in the early 1970s, after Australia 
and Indonesia divided our maritime resources without  involving Portugal.  In 
1989, they closed the “Timor Gap” to share illegally occupied resources in the 
Joint Development Area.

• In January 2017, Australia accepted Timor-Leste’s request to revoke the entire 

CMATS Treaty. A permanent boundary treaty was signed in March 2018.

• The 2006 CMATS treaty 
banned maritime boundaries 
discussion for 50 years.  It 
divided Sunrise upstream 
revenues 50-50.

• Australia put its greed for oil 
before respect for its 
sovereign neighbors or 
international law.

• Based on UNCLOS , TL owns 
fields north of the median 
line, and lateral boundaries 
should move outward.



15 April 2019

19

Economy/Budget for Flinders & Swinburne

• In 2010, TL began the South Coast Petroleum Corridor.

• During 2011-2018, Timor-Leste spent more than $400 million on it.

• The 2019 budget anticipates $1.46 billion more in 2019-2023, but leaves out the 

most costly items.

• Timor-Leste just bought ConocoPhillips’ and Shell’s shares of Greater Sunrise for 

$650 million… and will now have to pay 57% of offshore development costs.

• Total project costs could be $10-20 billion (more if Timor-Leste pays for the 

refinery, pipeline or LNG plant).  No investors are interested.

• TL signed its largest 

contract ever with Hyundai  

in 2015: $719 million to 

build the Suai Supply Base.  

• A court rejected it in 2015 

but was reversed in 2017. 

Hyundai has lost interest.
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• The project had been stalled because Timor-Leste and the 
companies did not agree on how it should be developed.

• Woodside and its partners Shell, ConocoPhillips and Osaka Gas 
believe that a pipeline to the Darwin LNG plant used for Bayu-Undan 
would be most profitable.

• Timor-Leste wants a pipeline from Sunrise to Beaçu, to get more tax 
revenues and anchor the Tasi Mane project.

• The negotiations for the 2018 Boundary Treaty could not agree on 
where the pipeline will go.

• Timor-Leste is buying 
Conoco-Phillips’ 30% share 
and Shell’s 27% share in 
order to make the decision.

• TL will pay $650 million for 57% of the Sunrise Joint Venture.

• The other partners do not want to build a pipeline to Beaçu and 
an LNG plant there, but might go along if TL pays all the costs.

• This will use billions of dollars and 
reduce TL’s share of upstream 
revenues from 80% to 70%.

• Spinoff benefits may be a mirage, 
and environmental, social and 
financial costs and risks have not 
been fully analyzed.

• The deal is being done with little 
accountability and weakened 
oversight. Few think about lost 
opportunity costs, more realistic and 
sustainable development, or what 
else the money could be used for.



15 April 2019

21

Economy/Budget for Flinders & Swinburne

• It prolongs TL’s dependency on oil and gas.

• Dubious concepts and planning; it is unlikely to provide a 
reasonable return on investment.

• It neglects sustainable development (agriculture, tourism, small 
industries etc.), exemplifying the obsession with oil.

• Nearly all the billions spent will go to foreign companies, 
providing hardly any local livelihoods or subcontracts. The 
petroleum industry creates fewer jobs than any other option.

• It will create social conflict, take up land, displace people, 
worsen health and degrade and endanger the environment. 

• Cost projections leave out 90% of investment obligations.

• We can be brave, but we should also be smart.

The Government has made many unrealistic promises about 
revenues, profit-sharing, jobs and other benefits.
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• In 2014-18, RDTL spent $572 million on ZEESM with no 
accountability. Oecusse has 6% of Timor-Leste’s population.

• What are Oecusse’s competitive advantages?

• Can ZEESM justify a $4 billion investment?

Who benefits: residents of Oecusse or Fretilin leadership?
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You will find more and updated information at

• La’o Hamutuk’s website 
http://www.laohamutuk.org

• La’o Hamutuk’s blog
http://laohamutuk.blogspot.com/

Timor-Leste Institute for Development Monitoring and Analysis

Rua D. Alberto Ricardo, Bebora, Dili, Timor-Leste

Mailing address:  P.O. Box 340, Dili, Timor-Leste

Telephone: +670 7723 4330 (mobile)    +670 3321040 (landline)

Email: laohamutuk@gmail.com


