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Lisbon, 29 May 2017
By Charles Scimer,wSa S| NOKSNE [ | Q2 | | Ydzi dz]

In 1991, IPJE®ined the people of Timot_estein struggling fotheir legal right to self
determination.At the same time, people in the U.S. forme@ANthe East Timor Action
Network After the Timorese people restored imminantdependence in th&999 referendum,
we both asked ourfriends therewhat they needed from international solidarity

Many had similar answerswe’ ve been i sol ated and focused ¢
|l ndonesia, and haven’ t théveodd Quiceuntry is bemgfleodeédo | e a
with institutions we know little about—andtheya |l | t el | us whatWes best

know enough not to believe everything they salgut please help us understand what they
want, who they servewhat they have done in othgslaces and how we can ensure that their
presencesupportsthe Maubere peoplé€.

Seventeen years ag
Hamutuk was formed in response to

that request, as an independent, small,
local civil society organization. &V * The Timor-Leste Institute for Development
began toanalyzeand report on Monitoring and Analysis, founded in 2000.

Whatr ié. La'o Hém utuk?r

international organizationactivein * Timorese and international people “walking
TimorLeste. We encouragehem, and together” on the journey to create a new Nation.
EVCT RIS MY I R Ol . An independent, Timorese, non-governmental
strengthen political sovereignty organization which does research, policy
(includingthe maritime boundary with analysis, public education and advocacy.

PRI UEVR L=l oVl lo]ll g [elV[eI)el  « A force for participatory, equitable, sustainable
ending impunityfor crimes against and evidence-based policies and practices.

humanitycommitted during the
Indonesian occupation), environmental protection, and sustainameitable economic
development.



Today | ' m going t
the last point—the implications of Petroleum Dependency

TImOI’-LE$e haV|ng beemne Of the {million current US dollars) 2013 2014 2015

- Petroleum GDP $4,234 (75%) $2,591 (64%) $1,496 (48%)
most p_etr(_)leu mexport depend_ent Non-oil GDP $1,410 (25%) $1,451 (36%) $1,607 (52%)
countries in the world, an@ossible Productive (agric. & manuf.) ~ $289 $295 $293
consequences anddaptationsas that [ e o Py e v A— $1,312 million

il %) will be from investi le d
era comes to an abrupt end. 3263 million (209%) will be from oil and gas revenues
$206 million (16%) will be from non-petroleum sources

As we heard earlier, the independen ClEy T Es o m 1,387 million

%$1,079 million (78%) etroleum Fund in 2017.

Strugg|eS Of bOth WeStern Sahara and % 206 million {15%) is from non-petroleum (domestic) revenues

- % 102 million { 7%) is from loans which will have to be repaid with interest
WeSt Papua are alsmmngled Wlth * State activities, paid for with oil money, are about half of the "non-oil”
non-renewable resou rces, and | hOpe economy, because some of this money circulates in the local economy.
T|m0r_|_ est e’ s e X p er | ¢ Petroleum "income” goes to the government, not the people.

some lessons for them as well.

Movingaway from petroleum dependency

Although oil companiebave exploredrimorLestefor oil and gagor more than a century,
large-scde extraction activities begaim the Timor Sea the late 1990s. Since then, Timor
Lest e’ s go vaceived abeuh US $Hiblios in bileevenuesrom ElangKakatua, Kitan
and BaydUndan—and only about $0.4 billion momemains?

TimorLestehas WiSGNI’IVGSted most of Timor-Leste's oil and gas income peaked in 2012 and will continue to fall.
its oil incomein its Petroleum Fund, 5 | :

whose investmentfave earnedmore
than $3.8 billion. Timet. e st e’ s
government has spent nearly $9 billiol
of the money from oibndinvestments
and about $16 billion remains in the
Fund, whose balance peaked about tw
years ago and has begun to decline.
Between 2002 and 2016, oil money pi
for 83% of all government spending. The

Ministry of Finance expectlhe Petroleum Fund to finance 75% of staidivitiesduring the
next five years, #hough oil and gas income in 2016 was only-eighth of its2012peak?

=m0l & gas production
(million barrels equiv., left
scale)

==0il & gas revenues to TL
(billion USD, right-hand scale)

75

e==Petroleum Fund investment
earnings (billion USD, right-
hand scale)

State spending (right scale)

25 +
$1

Million barrels of oil and gas produced per year
Annual revenue and spending (billion USD)

[}

1 Since 1998, Australia hteken in nearly $5 billion that should legally belong to Thheste, about half from
their 10% share of those three fields, and half from Lamir@daallina, which is just outside the Joint
Development Area andds paid nothing to Timekeste.

2 This isafter adjusting for taxes that were ovassessed in 2012013 and refunded to the companies in 2015
2017. Actual revenues received in 2016 were 1/16 as much as were received in 2012.



If you consider the Petroleum Fund as
part of the state, Timoteste went into  *°
deficit in 2015, and the funding gap w ***°
increase significantlgfter this year All _***
of the numberd have used so far com ;™
from government reports, butthe g™
governmentdoesnot release

projections more than five years into
the future.ThereforeL a’ o Han
made our own estimates, and we exp
that the Petroleum Fund could be

$2,000

Million USI

$1,500

$500

State (including Petroleum Fund) income and expenditures

MM Domestic revenues

E=10il and gas revenues
EZIReturn on P.F.-investments --

EmLoans taken out

—Executed state spending

2003 2004 2005 2006 2007 2008 2008 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

entirely empty within a deade if the state pays for all the thingjsntends to build

Where the money goes

Ten years ago, oil revenues began to

State Revenues and Expenditures (including auton. agencies)

2002-2016: Executed 2017: enacted

The narrow bars show revenues from various sources.

surge, a new government was electecs | mmiui. T : m::::""
andTimotLest e’ s st at (gm ?EL?!:ZSSI‘VZTTSL’.?S:‘;‘;’J,iT;‘Tl‘(i'l(f:‘”’“‘:"“""’“‘ : . SustainableIncome
became the secondstest growing in & = E
the world. Expendituresncreagdten- § | Gommins i & Minor capita
fold between 2005 and 2012. e S

) el O ,m; @ salarics & Woet
AIthoughbudgetescalatiorhas Budgeted, executed and recurrent spendingyear by year
moderated since then, spending S0 | budgsted sxpenditure
continues togo upand, since 2014, gsm —Total executed spending
recurrent spending has been far more

than the sustainable income from the £

S $1,000
Petroleum FundThe government ]
expectsthis to continuethroughat £ sw
least 2021. =
$0

TimorL e st e’ saythatthetter s
priorities are health, education,
agriculture and watesupply
Unfortunately,all four of theseogether
will get only ondfifth of state spending
this year.More money goesor roads
and other physical infrastructure,
veterans and other pensions, and the
machinery of government.

airports
3%

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

Appropriated spending in the 2017 State Budget
$1.39 billion total

The Government
says its priorities
are education,
health,
agriculture and
water.

All together, they
will get one-fifth
of state
expenditures.

Agriculture
1.6%

Veterans
8%

Social welfare
7%

Tasi Mane

5%

Government
18%

Economic development
4.0%



Half of the peOpIe In Timelceste are Appropriations for selected sectors in annual state budgets
under 20 years old, and 60% make §180

their livelihoods as farmers, but
appropriations foreducation and s
agriculturehave been dropping during £ ,,
the last four years. Education spendir
has been cuby 20%, even as the
number of schoehge children went
up by 10%¢Child malnutrition is
among the highest in the world, yet
spending on health is lower than it

was n 2014-and is less than half of $020109 20110 20}11 2(:12 zo=13 20}14 zo=15 2(;16 20117
the norm for developing countries.

$100

Million Us Dollar:
R
(=1
Qo

Time does not allow a detailed discussion of otheygramswhich consume state resources

but may not provide social or economic returgreatertheir financial, social and

environmentalcosts. The Tasi Mane projetiie Oecusse special zoaadthree international

airports willabsorbbillions of dollars withoubenefitting most people. In addition, Timdreste

is borrowingmore than a billion dollar® build infrastructure which will rave to be repaid

after the Petroleum Fund is gone. La’ o Hamut
below what people deserve, may havelieslashed by 85% in about ten years.

Oil money and the economy

If TimorLestecan developa strong Timor-Leste Gross Domestic Product per capita

Current prices, 2015 dollars

diverseeconomic base, thiausterity o0 -
will not be necessaryUnfortunately,
thesocal | edi I' n@mono
not strongenough to sustain the
country.
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About hal foidf tefc e Sectoralconfributionsto 'non-oil' per capita GDP
H H Current prices, 2015 dollars

fueled by s.tqte spending qf oil money _ ..

as exemplified by comrsiction and

E=3Construction

public administration Afteradjusting =~ PR scmiistraton
for population growth and inflation, ™™ g, ~ ouer

the productive sectors of agriculture  ** 4 # G el esate

and manufacturing have shrunk durin s 7| - |° ”“w
the fifteen years since independence s [\ ‘ S
La’o Hamutuk bel i = T =t

a misleadingicture of how an oL UL L L L

economy serves its people, especially
when more than 40% live below the poverty line. We think it is more apprtgpttacount
people, not dollars



Only about f_;lquarte_r of the workirg What do Timorese people do for work?
age population are in the formal Population aged 15-64: 672,000
economy-the rest ae subsistence

farmers or fisherpeople, not working
for income, or students. Of those who
work fordollars roughly equal

numberswork for the government, the =
private sector, and very small family
businesses. Although this picture
shows that there isremendousunder-
utilized human potential, it also shows
the challenges oéxpectingprivate
companies, such as foreign investors
the oil industry,
economy.

Employed by TLgov't
(incl. day labourers)
7%

Unemployed, unpaid
household, informal,
retired or not seeking Petroleum sector
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Work or study S
outside TL

Graph by La'e Hamutuk based on information from the 2017 State Budget, 2015 Census, 2015 Business

The pOS_tvvar baby boom IS reaChlng Activities Survey, 2013 Labor Force Survey and our own research and estimates. March 2017
working age, and the potential labor foreell increaseby about 19,000 this year and even

more in the future. Projects like Heineken, TL Cement and Tasi Mane will each employ fewer
people than join the labor force in a single mon&more holistic approach to economic
development iglearlyneeded, concentrating on agriculture and production for local
consumption.

Anotherway to look afTimorL e s t € oo m:rriﬂrn?r-Leste's External Balance of Payments
economyis to examine the money o | 7\ i i
flowing in and out of the country. We == R —
import more than$500 million worth &> e VT R

$1,000 -

——Tradebalance (including oil
\ & investment income)
b

$500 ==Trade balance (excluding oil

of goods each year, and about the

Millions of U.S. dollars per year

. . &investment income)
same anount of services. Nowil ST QE‘ZGE N a“g‘%“g‘ag N xﬁﬁ i ﬁ
goods exports, almost all coffee, are ¢ ""| \ oH i
around $20 million. As the red linai .| N\ o~ T T
the graph shows, oumon-oil trade sao L bbb Sl
deficit is about a billion dollars each year,

shows the balance &t oil revenues and returns from investing the Petroleum Fund are added
in. This first fell below zero two years ago, and will converge with the red line as the Petroleum
Fund is depleted. Although the deficit may declafier TimorLeste has no more mogdo pay

for imports, the effects on people will be disastratifocal production has naignificantly
improved

What does the future hold?

BayuUndan is almostmpty, with less than a halbillion dollarsmore expected. Although
petroleum sector officies raised public hopes last week by announdirag the government
hasapprovedConocoPhillipso drill more wellsn that field, this is not something to celebrate.
The cost of these wells, which amecessaryo extract the last puddles of oil and gas from the
nearlyexhausted reserve, will conmut of TimorL e st e’ s revenues.



Development of the Greater Sunrisd
and gadield, which is somewhat larger
than BayuUndan, has been delayed
due to disagreements ith Australia
about maritime boundaries and
disagreements with the oil companies
about where to liquefy the natural gas.
The government has recently awarded =

Timor-Leste land __ ) 3 TIEA 50-15-01
Gk R A TimorGAP

Timor Sea areas under Production-Sharing

\  Greater Sunrise |

no-bid contracts to national oil \\ ek SO ; Woodside
company TimorGAP to explore sirore L AR

. WA T “Gray. areas were i tin 2003 ore
and offshore for new fields,ui N 006, butarbe?o Vacant. Blue areas were

prospects are limited. It would be
foolhardy to pin Timot. e st e’ s !
the faint possibility thatleposits were " %

. . JPDA 06-105?
missed duringnore than half a century  «itaneni

of exploration. £ & TimorGAP

nes s ng where seismic
.has been conducted.
While talking about economic ;

. . g . . . JPDA03-12' & 03-13
diversification, policymakers continue Bayu-Undan ConocoPhillips
t o dl‘ eam OfVV e alth Obt aln e d W|th Out Map by La’o Hamutuk based on information from the RDTL National Petroleum Authority. April 2016
facingthe dauntingchallengs of developing Timet. e st e’ s wor kf or ce

Parliament igliscussing mining law, and government is proposing to create a stateed

and pi

Mining Company and a Minerals Fund, althoughofiine st e ' s elvas af nanpedious e s

minerals have nowhere near the value of alreagkploited petroleum fields.

In addition, tax holidays and a ngwivate investment law and polidyope to attract foreign
investors, who will take more money out dimorLeste than the capital thdyring in A huge
new container port will make tarderfor local producsto compete with importsas willfree
trade agreements that come with ASEAN membership.

La’ o Hahopetulabout thes e . -
future of TimorLeste provided that What's in their future?

policymakers change course soon and
prioritize renewablesectors which
involve many people and are realistical
sustainable. These include:

1 Food production primarily for
local consumption

1 Agricultural processingso that
more of the mong from our
crops stays in the country

1 Light industry, to manufacture
products used locally anth reduce imports

1 Ecotourismwhi ch makes use of the country’
markets, rather than tryingtodivetb usi ness from Bali ' s

S

uni
uxury

1 Remittancedrom Timorese workers who are temporarily overseas, while encouraging

them to come home and contributeoreto the development of the nation.



The struggle for sustainable, equitable economic sovereigiyilding a diversified economy
which can fulfill the economic and social rights of the poorest and most vulnerableore
complex and difficult thawvercoming the Indonesian occupatidVithout a common enemy
like Indonesia, it is harder to unify peopbspecially when a small part of the population is
doing well from public monegither ascontractbrokers or implementers, casadvisos or
pensiorers paid by the state

TimorLest e’ s greatest resource is its people, a
tremendous hardships while achieving victory against overwhelming odds. The country would

not be independent today except for their persistence and the supportd&ETPand other

international friends.

We each need to encourage our own
governmentsincluding the one in Djli
to prepare for the end of oindto You will find more and updated information at
leveragew h at * sTimom fets t @ f
limited natural resource endowment to
invest in a country, econongnd
society which builen theirown * La‘o Hamutuk's blog

. . http://lachamutuk.blogspot.com
strengths to provide foall of Timor
L e s peeples

: : : Timor-Leste Institute for Development Monitoring and Analysis
Time is runnlng out Rua D. Alberto Ricardo, Bebora, Dili, Timor-Leste
Mailing address: P.0. Box 340, Dili, Timor-Leste
Thank you. Telephone: +670 7723 4330 (mobile) +670 3321040 (landline)
Email: info@lachamutuk.org

Thank you.

* La‘o Hamutuk’'s website
http:/ /www.laochamutuk.or




