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Executive Summary

for development, based on an agreed 
program. Since countries with weak 
and unaccountable governments, low 
capacity, or insufficient public financial 
management are usually poor candidates 
for GBS—as are those with systematic 
or large-scale corruption and inadequate 
or nonexistent monitoring and evalua-
tion systems and audit agencies—these 
factors were evaluated in the course of 
examining Timor-Leste’s two-year expe-
rience with its donor-funded Transition 
Support Program (TSP).2 

The TSP is perhaps best categorized as 
GBS, though USAID does not regard 
Timor-Leste as a GBS-recipient country 
and classifies its own support for the TSP 
as project assistance. Other donors may 
categorize Timor-Leste’s TSP differently. 
As the primary program using GBS in 
Timor-Leste, the TSP is funded by the 
World Bank and 10 bilateral donors, and 
coordinated and managed by the World 
Bank. Donations for the 2003–05 period 
totaled approximately US$91 million, 
including USAID’s contribution of $12 
million. The Agency transferred these 
funds to the Bank in the form of a grant 
to be placed in a World Bank-managed 
account, and they were later disbursed to 
the Government of Timor-Leste in the 

This study, initiated by USAID’s 
Center for Development Infor-
mation and Evaluation (CDIE) 

and conducted with the Government 
of Japan, is one of a five-part USAID 
series on program (or nonproject) as-
sistance.1 The study’s objectives were 
to review the Democratic Republic of 
Timor-Leste’s experience with program 
assistance, determine its appropriate-
ness as a method of disbursing aid, and 
identify country conditions that favor 

this kind of assistance. The study’s 
conclusions may be applicable to 
similar postconflict countries or, more 
generally, to countries where donors are 
considering program assistance as their 
main strategy.

The study team, fielded by CDIE’s De-
velopment Information Services project, 
also reviewed definitions of program 
assistance, a category that encompasses 
general budget support (GBS). GBS 
aims to shift the responsibility of devel-
opment from donors to host govern-
ments by providing flexible resources 

1 Other countries studied are Mozambique, 
Malawi, Tanzania, and Nicaragua. The Tanzania 
study was initiated by USAID’s Bureau for Africa.

2   The study team’s conclusions were informed by 
three weeks of in-country work, an extensive 
literature review, and numerous interviews 
with Timor-Leste government officials, donors, 
NGOs, and individuals in Timor-Leste and  
Washington, D.C.

GBS aims to shift the responsibility of development 

from donors to host governments by providing flexible 

resources for development, based on an agreed program.
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form of GBS (or program assistance). 
However, from a legal perspective, 
USAID regards its contribution to the 
TSP as project assistance, not GBS, since 
resources are in the form of a grant to a 
multilateral institution and not directly 
channeled to the recipient government.

Local NGOs are not involved in TSP 
consultation in a systematic or meaning-
ful way. The task of involving a large and 
diverse group in an organized, represen-
tative, and substantive manner presents a 
challenge, requiring effort by the NGO 
community in concert with the host 
government and donor community.

Timor-Leste was chosen as a case study 
for the following reasons:

• It is a new, postconflict country, with 
a new government, new institutions, 
little revenue outside of foreign as-
sistance, and the need for financial 
resources to be provided through a 
flexible instrument.

• Timor-Leste’s human and administra-
tive capacity are especially low, forc-
ing the government to rely on large 
numbers of foreign advisors and staff.

• There is little tradition of entrepre-
neurship, and few natural resources 
that can be exploited.

• Unlike most postconflict countries, 
there is stability and little chance of 
renewed violence.

• Offshore oil and gas deposits are ex-
pected to generate significant revenue, 
most likely by 2007.

The Government of Timor-Leste faces 
a limited time period in which to build 
sufficient capacity to effectively man-

age oil revenues. This provides further 
incentive to manage funds responsibly 
and deepens government commitment 
to development. The expectation of oil 
revenues offers the government and do-
nors a natural and obvious exit strategy 
for discontinuing GBS. In part, this exit 
strategy is based on Timor-Leste hav-
ing the foundational capacity to manage 
its budget, albeit with the assistance of 
expatriate advisors.

TSP donors have been concerned about 
Timor-Leste’s high incidence of pov-
erty, rudimentary human resource base, 
shortage of government revenue, and the 
expectation of oil revenues. As a result, 
the TSP aims to provide a temporary 
source of funding to augment govern-
ment revenue, enable implementation 
of Timor-Leste’s National Development 
Plan, and build sufficient government 
capacity to appropriately manage future 
oil and gas revenues.

Because of the government’s heavy 
reliance on foreign assistance to fund 
recurrent and capital expenditures, 
reconstruction, and development, donors 
engaging in policy dialogue have con-
siderable influence. This is especially 
true of the TSP, where program design 
has facilitated frequent discussion and 
donor harmony and coordination are 
reportedly excellent. Much of the success 
of the TSP may also be attributed to 
donor actions and, specifically, to World 
Bank oversight and program design. The 
Bank’s close involvement in TSP imple-
mentation and monitoring provides 
other donors with an effective way of 
managing their assistance with minimal 
staff support. Host government officials 
and bilateral donors found the program 
relatively easy to manage and the current 

method of reporting and administration 
satisfactory.

Though there is no explicit conditional-
ity, donors and high-level Timor-Leste 
government officials meet biannually 
to review progress and set new goals 
and priorities. Donors discuss issues 
of importance in a forum where they 
voice their concerns. When agreement is 
reached, goals and priorities are placed 
on an action matrix, which is used to 
plan the following year.

An area of interest to donors and line 
ministries is the degree to which au-
thority to expend funds is delegated 
by Timor-Leste’s Ministry of Planning 
and Finance. Its vice minister coordi-
nates TSP implementation and prepares 
quarterly reports for the Bank and other 
donors that—along with extensive bian-
nual reviews—serve as a monitoring tool 
and help to achieve donor coherence and 
harmony. From the host government’s 
perspective, the reviews and strong donor 
harmony are a source of pressure that 
encroaches on its sovereignty to some 
degree. But the Timor-Leste government 
has manifested ownership of the TSP’s 
agenda-setting process, evidently viewing 
the action matrix and its objective setting 
as a policymaking tool as much theirs as 
the donors, notwithstanding the rigor of 
the review process.

Nevertheless, though the Government 
of Timor-Leste has had insufficient 
experience to state a strong preference 
for particular types of assistance, it is 
leaning toward projects. When managed 
jointly with donors, projects are viewed 
as a means of providing needed capacity 
building assistance.
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Although TSP donors had some con-
cerns about fiduciary risk, they consis-
tently report that the current system of 
public expenditure is sound and that the 
incidence of corruption is minimal and 
low level. The capacity building aspects 
of the TSP were crucial to instilling pub-
lic expenditure management skills within 
the new government and its fledgling in-
stitutions. In Timor-Leste’s postconflict 
environment, this capacity building 
(largely under World Bank auspices) was 
key to engendering donor support for the 
TSP. Indeed, this type of capacity build-
ing ought to be considered in countries 
where donors intend to channel large 
amounts of assistance through a GBS 
mechanism.
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Study Objectives and 
Methodology

This study reviews Timor-Leste’s 
experience with program as-
sistance, including the use of 

general budget support (GBS) for its 
Transition Support Program (TSP). 
The study analyzed whether GBS 
has been an effective and appropriate 
method of disbursing aid and sought 

The study team, fielded by USAID’s 
Center for Development Information 
and Evaluation’s (CDIE) Development 
Information Services (DIS) project, 
comprised three researchers from DIS 
and one from the Mitsubishi Research 
Institute, who was a contractor to the 
Government of Japan. The DIS project 
director led the study team, which was 
accompanied by a research fellow (spon-
sored by the World Bank) from the 
UK’s Institute of Development Studies 
during one week of in-country work.

The team reviewed an array of docu-
ments and conducted extensive in-
terviews with donors, NGOs, private 
individuals, and Government of Timor-
Leste officials in Washington, D.C., and 
Timor-Leste. The literature review and 
interviews gathered information regard-
ing the selection, design, and effective-
ness of the TSP. The review included 
program assistance in general, the TSP, 
Timor-Leste’s recent political history 
and economy, and donor programs. 
Preliminary interviews in preparation 
for in-country work were conducted in 
Washington, D.C., with World Bank 
staff involved in the design and imple-
mentation of the TSP, USAID person-
nel involved with Timor-Leste pro-
grams, and the deputy chargé d’affaires 
of the Embassy of Timor-Leste.

Field work (August 24–September 11, 
2004) encompassed 34 interviews with 
66 people, including private Timor-

Introduction

The study analyzed whether GBS has been an effective 
and appropriate method of disbursing aid and sought 
to identify country conditions that led many donors to 
allocate a substantial portion of their foreign assistance  
in this way. 

to identify country conditions that led 
many donors to allocate a substantial 
portion of their foreign assistance in 
this way. The study was one of a five-
part series that examines GBS. Other 
countries studied for the series were 
Mozambique, Nicaragua, Malawi, and 
Tanzania. This study also looked at 
factors contributing to the success of 
program assistance tools. In Timor-
Leste, this consisted principally of 
GBS, which provides financial support 
to the government’s national budget 
rather than to specific sectors. The TSP 
focuses on the implementation of a 
development plan and does not entail 
conditionality.
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Leste citizens and representatives of gov-
ernment ministries, donor organizations, 
and NGOs (annex 4). Subsequently, 
questions were raised with Japan’s Min-
istry of Foreign Affairs to gain insight 
into its commodity support program for 
Timor-Leste.

GBS and Its Definitions
To effectively tailor development assis-
tance to a country’s needs, USAID and 
other donors may choose one or more 
modalities. In addition to traditional 
project assistance, donors and host gov-
ernments may opt for a form of program 
assistance, including GBS, balance of 
payments support, sector program as-
sistance, a commodity import program, 
or a sector wide approach (SWAp).3 
Within the international development 
community, definitions of GBS vary, as 
do notions of how it differs from other 
forms of program assistance. But, un-
like other forms of assistance entailing 
conditionality, GBS is usually based on 
performance.

USAID divides foreign assistance into 
project assistance and program assistance 
(sometimes referred to as nonproject 
assistance). Program assistance is of two 
types: sector program assistance (SPA) 
and balance of payments support (fig. 
1). Though USAID recognizes that bal-
ance of payments support and GBS are 
separate tools, definitions in USAID’s 
official guide to policies and procedures 
do not address them separately and im-
plies the two are closely related (USAID 
2004b). The guide offers no official 

3 See annex 1 for explanations of these program 
assistance mechanisms and more detailed defini-
tions of GBS.

USAID definition for direct budget 
support.

Unlike USAID, the network on devel-
opment evaluations of the Development 
Assistance Committee (DAC) of the 
Organisation for Co-operation and De-
velopment (OECD) adopted a specific 
definition for GBS, one that divides pro-
gram aid into food aid and financial pro-
gram aid (DFID 2004). This definition 
further subdivides financial program aid 
into budget support (sometimes referred 
to as direct budget support) and balance 
of payments support (such as debt relief 
and import support). According to the 
DAC network, there are two types of 
budget support: GBS and sector budget 
support (fig. 2).

Why the Interest in GBS?
Some donor observers believe that 
traditional, bilateral, donor-managed 
projects have several disadvantages. First, 
project assistance can potentially limit 
hostcountry ownership of the develop-
ment process and, as a result, hostcoun-
try commitment. Second, though host 
governments are often better able than 
donors to identify critical development 
priorities, they are in less of a position 
to do so when project assistance is used. 
Finally, transaction costs associated with 
project assistance may be higher than 
with program assistance, for both donors 
and recipients. For these reasons, many 
projects are seen as inappropriate and 
unsustainable, affecting both the return 
to donor investment and long-term 
development.

When recipients have greater control 
over how money is spent, as well as 
greater flexibility, the responsibility of 

Figure 1: USAID Categorization 
of Program Assistance

Program 
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Balance of Payments 
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Payments 
Support
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Budget 
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managing development shifts from do-
nors to host governments. Governments 
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nonexistent monitoring and evaluation 
systems and audit agencies. 

Understandably, many donors have 
reservations about providing large cash 
transfers to countries that lack the essen-
tial capability of adequately accounting 
for funds. Among specific concerns are

• budget discipline and the quality of 
financial management and financial 
management systems

• corruption and misappropriation of 
funds

• the presence and use of skilled manag-
ers and technicians

• whether the finance ministry is willing 
and able to manage budget allocation 
efficiently and transparently

• whether the central government is 
interested in empowering civil society 
and the private sector

• the potential or tendency for GBS to 
encourage centralization of resources, 
potentially harming grassroots devel-
opment

• whether donors have opportunities to 
consult directly with line ministries 
and encourage policy reform at the 
sector level

GBS in Timor-Leste
The study team found that the GBS 
that funds the World Bank-led TSP 
provided a measure of ownership to the 
Government of Timor-Leste and further 
strengthened a commitment to govern-
ment-identified development priorities. 
However, because Timor-Leste is a new 
nation with scant donor experience, the 
study team found it difficult to make 

ible resources for development, based 
on an agreed program, and to encourage 
recipient governments to take a more 
active role in their own development.

Proponents point to additional advantag-
es of GBS. Specifically, they say GBS will

• harmonize and align bilateral aid with 
the host government’s budget and 
policy priorities and improve donor 
coordination

• foster policy dialogue between donors 
and recipients to reform overall 
government policies and budget 
priorities, rather than concentrating 
resources on individual projects or 
sectors with little or no discussion of 
policy

• improve the efficiency of public 
expenditure management by not 
pursuing unnecessary or low-priority 
bilateral aid projects

• foster, encourage, and support gov-
ernment accountability

• reduce long-term management costs 
for donors because fewer bilateral aid 
projects will be funded

• reduce management costs for host 
governments because there will be 
fewer donor projects and reporting 
requirements

For GBS to be effective, however, host 
governments must be capable of respon-
sibly managing donor funds. Countries 
with weak and unaccountable govern-
ments, low capacity, or insufficient 
public financial management are usually 
poor candidates for GBS. The same 
is true of countries with systematic or 
large-scale corruption and inadequate or 

conclusive statements about the effec-
tiveness of long-term projects. Many 
high-level Timorese government officials 
interviewed feel that project-funded as-
sistance may be preferable to GBS once 
steady oil resources are generated, but 
only in specific contexts. GBS and proj-
ect assistance are seen as complements, 
not substitutes.
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Recent Political Events

In 1975, Indonesia occupied and 
annexed East Timor, a small, 
poor Portuguese colony with a 

population of about 500,000. For 20 
years, the Timorese Front for National 
Liberation resisted the occupation and 
the country’s status as a province of 
Indonesia. After the Suharto regime fell 
in May 1999, the new Indonesian gov-
ernment asked the United Nations to 
supervise a referendum to decide East 
Timor’s future.

After two weeks of violence, a UN 
peacekeeping force was deployed. In Oc-
tober 1999, the Indonesian government 
declared the 1975 annexation void, 
opening the door to the establishment of 
the United Nations Transitional Admin-
istration in East Timor (UNTAET). 
Until May 20, 2002, when Timor-Leste 
became an independent country,5 the 
UN administered the peace, and UN-
TAET was the de facto government. 

The UN maintains a small peacekeeping 
force in the country. The country has a 
sovereign parliamentary form of govern-
ment, which functions with a president 
and prime minister, both of whom are 
committed to tackling the country’s 
many economic and social challenges.

Though Timor-Leste is a new postcon-
flict country, there is little prospect of a 
return to ethnic violence. The govern-
ment enjoys universal support and little 
political opposition. Because the popula-
tion has been unified by the struggle 
for independence, the commitment to 
development is strong. 

Economic and Social 
Status
Despite heavy reliance on assistance, an 
overt mentality of aid dependence is not 
evident. However, under Indonesian 
and Portuguese rule, personal initiative 

4 In spite of significant reconstruction, dam-
aged and burned-out buildings are still evident 
throughout Dili, the capital city.

Political and Economic Overview  
of Timor-Leste

5 Timor-Leste’s official name is now the Demo-
cratic Republic of Timor-Leste.

On August 20, 1999, the Timorese 
overwhelmingly rejected autonomy in 
favor of independence, but promptly 
faced opposition by organized militias 
supported by Indonesia’s military lead-
ers. The resistance proved devastating: 
thousands of Timorese were murdered, 
more than half the population was in-
ternally displaced, and another 150,000 
were forced into the Indonesian terri-
tory of West Timor. Infrastructure was 
affected, and over 70 percent of the 
country’s public structures were de-
stroyed.4

Despite heavy reliance on assistance, an overt mentality of 

aid dependence is not evident. 
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population are literate. Though primary 
school enrollment rates have increased 
to about 76 percent, universal primary 
education has not been achieved and 
educational quality is poor. Though of-
ficial data is unavailable, donors estimate 
that the unemployment rate in Dili may 
be as high as 20 percent, and 43 per-
cent for young males. Life expectancy is 
estimated at 57, and infant mortality is 
high—80 per 1000 live births. Malaria 
and TB, the two most serious diseases 
in Timor-Leste, are commonplace. 
Given these problems, health, education, 
and urban works have priority in the 
national budget. Since independence, 
35 percent of these budgets has been al-
located to health and education.

Other than oil and gas, coffee is Timor-
Leste’s largest export and is marketed to 
Australia, Europe, Japan, and the United 
States. According to some donor experts, 
live animals, candlenut oil, and copra 
have export potential. Neighboring 
countries—particularly Indonesia—are 
the largest prospective markets, though 
Indonesian trade barriers hamper 
exports and encourage smuggling, and 
Australia has highly restrictive regula-
tions governing agricultural imports.

Wage policies enacted during the UN 
administration, a high demand for 
labor during that time, and a fairly large 
and well-paid civil service distorted 
Timor-Leste’s labor market, eroding the 
country’s potential comparative advan-
tage of inexpensive, unskilled labor. 
Wages considerably higher than in Indo-
nesia are thus potentially a disincentive 
for foreign investment. Additionally, the 
high cost of electricity ($0.20/kWh), 
the absence of a regulatory framework 
and leasing regulation, and an inefficient 

and entrepreneurship were not encour-
aged. This is evidenced by the limited 
number of Timorese-owned businesses 
and the underutilization of fertile farm-
land. The country lacks a significant 
domestic private sector to generate tax 
revenues and employment.

Though Timor-Leste’s economy grew 
8 percent in 2000 and 13 percent in 
2001, much of this growth was at-
tributed to a significant international 
presence—now diminishing—and 
immediate postconflict reconstruc-
tion. Real GDP growth slowed to an 
estimated 3 percent in 2002, and the 
economy contracted by 3 percent in 
2003. Growth in 2004 was projected at 
1 percent (IMF 2004a, 10). However, 
Timor-Leste’s large offshore oil and 
gas deposits will provide a major boost 
to the economy within several years.

The official currency of Timor-Leste 
is the U.S. dollar, which helps avoid 
monetary issues that the government is 
not yet equipped to handle. But use of 
the dollar also means that the govern-
ment has little control over domestic 
monetary policy and exchange rates. 
Though national coins with a one-
for-one value with the U.S. dollar 
have been issued, there are no plans 
to introduce a new national currency 
in the short term. The Banking and 
Payments Authority (BPA), officially 
the central bank, oversees Timor-
Leste’s four commercial banks but has 
little control over money supply.

Timor-Leste household surveys in 2001 
indicated a poverty incidence of 41 
percent; about 85 percent of the poor 
live in rural areas. Education levels are 
low, and only about 43 percent of the 

judicial system are major constraints to 
private sector development. Neverthe-
less, the Government of Timor-Leste 
secured a production-sharing agreement 
with foreign investors for the Bayu-Un-
dan oil and gas fields. Timor Telecom 
has also attracted investment, and the 
banking and insurance sector is expected 
to do so as well.

Oil Revenues
Through an interim arrangement 
with Timor Leste’s Joint Develop-
ment Authority, oil production at the 
Bayu-Undang fields is already well 
underway. Production has also started 
at the Greater Sunrise field, which 
holds even greater oil deposits. Once 
international agreements with Austra-
lia are resolved, Timor-Leste’s oil and 
gas resources are expected to generate 
significant revenues that, if managed 
wisely, will reduce the country’s de-
pendence on donor assistance. Timor-
Leste’s oil and gas reserves are expected 
to provide revenues for about 20 years.

Most recent estimates report that oil and 
gas revenues totaled US$29.5 million 
in fiscal year (FY) 2002–03.6 Though 
much depends on world oil prices, 
projected total revenues for FY 2004–05 
are approximately $44.2 million (IMF 
2004c, 22). If the market price of oil or 
gas increases, Timor-Leste’s dependence 
on donors will diminish, along with 
donors’ influence on policy. How-
ever, if this occurs before Timor-Leste 
builds sufficient capacity to manage oil 
revenues, a “resource curse” becomes 
a potential danger. The prospect of 

6 The Government of Timor-Leste’s fiscal year 
runs from July 1 to June 30.
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significant oil revenues will be a mixed 
blessing if government spending exceeds 
absorptive capacity and incurs unsus-
tainable recurrent expenditures, or if 
fiduciary integrity is compromised.

Timor-Leste seems determined to avoid 
this resource curse, which is common 
in many developing countries rich 
in natural resources. With assistance 
from the International Monetary Fund 
(IMF), the Government of Timor-
Leste is establishing a petroleum fund 
based on the Norwegian model. This 
fund was expected to be established by 
December 2003, but mid-2005 ap-
pears more likely. The government has 
clearly stated that accountability and 
transparency will be the cornerstones of 
the fund. Donors, the IMF, and most 
NGOs find this a credible assessment.

The National 
Development Plan
During the preparation of Timor-
Leste’s National Development Plan 
(NDP), the government consulted a sig-
nificant cross-section of society, includ-
ing national and international NGOs, 
private and public sector groups, and 
the church. By some estimates, up to 
40,000 individuals were involved in the 
process in some way. In close collabora-
tion with foreign advisors, the NDP’s 
long-term vision for Timor-Leste was 
designed by 120 senior government offi-
cials, and the plan is held in high regard 
by donors and government officials.

The NDP is a comprehensive docu-
ment, similar to a poverty reduction 
strategy paper, that presents an ambi-
tious development strategy and outlines 
specific long-term goals and objectives. 

It focuses primarily on institutional 
development, particularly providing 
basic education, health, and infrastruc-
ture. It also concentrates on job creation, 
improved governance, and sustained in-
ternal security. Though numerous goals 
are presented, the overriding short-term 
objectives for FYs 2002–06 are poverty 
reduction and rapid, equitable, and sus-
tainable economic growth. As is typical 
of most poverty reduction strategies, the 
NDP does not offer specifics on imple-
mentation or adequately prioritize objec-
tives. It does, however, offer a much 
needed visionary framework for the TSP 
and provides Timorese with a sense of 
ownership of their own development.

Donor Role and 
Coordination
Donor involvement began with an infor-
mal meeting in September 1999 to iden-
tify postconflict assistance strategies and 
programs for Timor-Leste. Timorese 
representatives, bilateral donors, and 
UN agencies participated. In December, 
donors pledged $520 million and en-
dorsed two separate funds administered 
by different international development 
agencies. Approximately $343 million 
of this amount was administered by the 
UN prior to independence; the remain-
ing $177 million was comanaged by the 
World Bank and the Asian Develop-
ment Bank (ADB).

The UN-administered fund financed 
recurrent expenditures, while the 
World Bank and ADB fund—known 
as the Trust Fund for East Timor 
(TFET)—was used for reconstruc-
tion and rehabilitation projects. With 
independence and the departure of 

the UN transitional authorities, the 
recurrent-cost fund was handed over 
to the Timorese. It is now known as 
the Consolidated Fund for East Timor 
(CFET), and the TSP forms a part of it. 
However, some residual reconstruction 
and rehabilitation projects continue to 
be funded by TFET, which is consid-
ered separate from the CFET budget.

Under TFET, monthly donor meetings 
to monitor reconstruction progress and 
biannual donor meetings set the tone for 
donor harmony and established a prec-
edent for good coordination. Because 
donor offices are based in the small city 
of Dili, informal and highly collegial 
relationships between donors were easily 
established and greatly reduced the bur-
den of coordination on the new govern-
ment, whose main priorities were estab-
lishing stability and restoring normalcy.

As a management strategy, the World 
Bank pooled donor resources for post-
conflict reconstruction, contributing 
to donor harmony and management 
efficiency. Though local ownership var-
ied by project, Timorese were involved 
in project design and the staffing of 
individual project management units, 
the usual management mechanism 
employed by the World Bank and ADB. 
The study team found that host govern-
ment officials had greater involvement in 
the design of the TSP than was the case 
in some of the reconstruction projects. 

In some instances, the short-term, 
urgent objectives of postconflict recon-
struction and rehabilitation and the lack 
of an official Timor-Leste government 
resulted in a tradeoff between local 
ownership and the overall management 
efficiency of donors. A preliminary 
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European Commission evaluation of 
TFET confirms this. Largely because 
TSP objectives differ from those of 
TFET, the problem of lack of local own-
ership has been avoided. Most donors in 
Timor-Leste currently contribute to the 
TSP while funding bilateral programs, 
though the proportion of their assistance 
devoted to the TSP varies.

The TSP first implemented in 2002—
03 is known as TSP I. It continued in 
2003–04 as TSP II, and in 2004–05 as 
TSP III. The Government of Timor-
Leste has requested that the program be 
continued until 2007.

USAID’s Role
USAID provided $41 million to Timor-
Leste following the violence and destruc-
tion of September 1999. Subsequently, 
Congress provided an annual earmark 
of $25 million, $4 million of which is 
committed to the TSP each year for at 
least three years. USAID funded the 
TSP through a public international 
organizational grant to the World Bank 
for FYs 2002–04. As such, the USAID 
contribution is considered legally to be 
an activity or project, though it is (in 
effect and in all other respects) a form of 
program assistance. 

Apart from the TSP, the USAID sup-
ports the revitalization of Timor-Leste’s 
economy and democratic institutions. 
All work is done under USAID’s transi-
tion strategy. A new country strategy 
will continue support for current pro-
grams and contribute to health services.

Japan’s Role
Japan does not contribute to the TSP, 
but has provided substantial funding for 

postconflict reconstruction and humani-
tarian assistance since 1999. Priorities 
include infrastructure, agriculture, and 
human resource development. Japan 
is one of the largest bilateral donors, 
pledging over $190 million since 1999. 
It provided approximately $2.4 million 
in assistance in 2003 and approximately 
$4.5 million in 2004. Grant funds are 
used to purchase imported commodities, 
which are sold and proceeds used for 
program purposes.

Japan has also funded projects to reha-
bilitate roads, ports, and irrigation and 
water supply systems. It has extended 
technical assistance to improve Timorese 
capacity to maintain these facilities and 
increase agricultural production capac-
ity. Japan has also provided training 
courses for civil servants, engineers, and 
technicians, both inside and outside 
Timor-Leste.
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The Design of the TSP

The foremost considerations of 
the TSP, which was designed 
specifically for Timor-Leste, 

were the country’s low administrative 
capacity, weak human resource base, 
high incidence of poverty, and expecta-
tion of oil revenues. As such, the TSP’s 
goals are to

• provide a source of government 
revenue until oil and gas revenues are 
generated

• enable implementation of the NDP

• build sufficient government capacity 
to appropriately manage future oil 
and gas revenues

bilateral donors: Australia, Canada, Fin-
land, Ireland, New Zealand, Norway, 
Portugal, Sweden, the United Kingdom, 
and the United States. Unlike the other 
bilateral donors, Portugal does not con-
tribute funds through the World Bank, 
but directly to the national budget. 
Nevertheless, Portugal is engaged in the 
TSP process and is invited to participate 
in World Bank missions as a full partner 
(fig. 3). Donors choosing to contribute 
funds through the Bank are charged a 2 
percent administrative fee. 

Total commitments for 2002–05 were 
approximately $91 million, with the 
UK, Australia, the United States, and 
Norway being the largest donors (table 
1). However, given limited data, a short 
timeframe, and differences between 
countries in assistance reporting and 
measurement, it is difficult to identify 
a discernible trend in the proportion of 
donor assistance devoted to the TSP.

Under the TSP, most bilateral donors 
contribute to a World Bank-managed 
account. Donors do not designate their 
TSP funds for specific purposes, though 
they can have a say regarding their use. 
Such donor preferences or issues of 
concern can be voiced during the con-
sultation process, which is frequent and 
comprehensive, and usually focuses on 
development issues and fiscal policy. All 
donors participate, not just those pro-
viding funding. For example, UNICEF 
and the United Nations Development 

General Budget Support In  
Timor-Leste

A central feature of the TSP’s design is the World Bank’s 

active management and its oversight role in program 

implementation, monitoring, and accounting. 

A central feature of the TSP’s design is 
the World Bank’s active management 
and its oversight role in program imple-
mentation, monitoring, and accounting. 
The size of TSP in relation to the overall 
budget gives the World Bank and other 
donors sufficient leverage to effectively 
fulfill this role.

Donors and the TSP
The TSP, coordinated by the World 
Bank, is funded by the Bank and 10 
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Programme (UNDP) were particularly 
active in the TSP process, though they 
do not provide funding, and Japan is 
invited as an observer.

After the Bank, other donors, and the 
government officially agree on goals and 
priorities for the following fiscal year 
and goals and priorities are documented 
in an action matrix, the World Bank 
transfers funds in a single tranche to 
the CFET. The TSP is a major compo-
nent—approximately 40 percent—of 
the CFET. In practice, the CFET is 
Timor-Leste’s national budget, and it 
is used for both recurrent and capital 
expenditures (fig. 3). Effectively, there 
is no distinction between government 
revenue from other sources and the TSP.

The TSP’s Action Matrix
Each fiscal year, the Government of 
Timor-Leste, the World Bank, and 
other TSP donors agree on specific 
goals, objectives, and measures to be 
enacted the following year and includes 
them on an action matrix (annex 2). In 
effect, the matrix outlines broad policy 
priorities to be pursued during the year, 
as well as specific actions to be taken 
and milestones to be met. The action 
matrix is also entirely transparent. Line 
ministries can ascertain the agenda and 
progress of other line ministries and are 
provided with a sense of ownership, peer 
review, and inclusion.

The action matrix is thus an effective 
tool for organizing priorities and helping 
to track TSP progress against agreed 

policy measures. Targets, organized by 
sector, are tracked quarterly on a pub-
licly available chart. This lists expected 
outcomes, the host government office 
responsible for the outcome, and the 
donor providing appropriate technical 
assistance. Developing and updating the 
action matrix is an intensive and partici-
patory process involving line ministries.

The World Bank, in collaboration with 
other donors, conducts two three-week 
missions each year to review the progress 
of the TSP and assist the government 
in setting new priorities for the com-
ing year. These are placed on the action 
matrix. The World Bank-led reviews, all 
based on the action matrix, serve as the 
TSP’s only external monitoring frame-
work and reporting mechanism.

Though there is no explicit conditional-
ity associated with the action matrix for 
the disbursement of funds, the frame-
work provides a single forum where 
donors and the recipient can voice con-
cerns and discuss issues, and donors can 
influence policy decisions. Several donors 
commented that the most effective way 
to encourage the host government to 
take a certain policy measure is to ensure 
its inclusion on the action matrix. As 
such, the matrix represents an under-
standing between the government and a 
donor and ensures that their objectives 
are similar.7 When engaging in dialogue, 
the World Bank negotiates with the 
government through the minister of 
planning and finance and typically seeks 
donor support to reinforce its position. 
In effect, intense dialogue with the gov-

7 Previous research found that GBS works best 
in countries where the priorities of donors 
and recipient are closely aligned (Cordella and 
Dell’Ariccia 2003).

������
�����
�����

������
���������
�������

���������������������������
�����������������������������
�������������������������

�
��

��
��

��
��

��
��

��
��

��
��

��
��

�

��
��

��
��

��
��

�

�
��

��
��

��
��

��
��

��

�
��

�
��

��
��

��

�
��

��
��

�
��

�
�

��
��

��

�
��

��
��

��

�
��

��
��

��
��

��
��

�

��
��

��
��

��
��

�������������������������������
�������������

��
��

��
��

��
��

��

�����
�������

���
����

�����������������������������
����������������������������������������������������������������

�������������������������������������������������������������������
�������������������������������������������������

�����������������������

����������������������������������������������������������������������������������������������������������������������������

Figure 3: Timor-Leste’s TSP, in $US millions, FY 2003–04
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ernment and close collaboration with do-
nors substitute for explicit conditionality.

After donors and the government agree 
on items in the action matrix, Timor-
Leste’s prime minister and the minister 
of planning and finance obtain parlia-
mentary approval. The Office of the 
Vice Minister of Planning and Finance 
is then responsible for TSP implementa-
tion and coordinates monitoring and 
reporting. During implementation, the 
office coordinates with line ministries 
and external partners and supervises a 
program management team of ministry 
officials who play a monitoring role. 
This team prepares quarterly progress 
reports that serve as an internal monitor-
ing mechanism.

Over time, the preparation of the action 
matrix has become routine. The first 
TSP action matrix for FY 2003 (July 1, 
2002—June 30, 2003) stressed creating 

Table 1: TSP Contributions,  
FYs 2003–05

Donor $US millions

UK 20.0

Australia 16.1

United States 12.0

Norway 11.1

Portugal 9.0

Finland 4.4

Ireland 2.8

Canada 1.7

Sweden 1.4

New Zealand 1.2

Total Bilateral 79.7

World Bank 11.3

Total 91.0
Source: IMF 2004c.

institutions, establishing a legislative and 
regulatory framework, and strengthen-
ing management of core government 
functions. The TSP II action matrix (FY 
2004) was concerned with policy mea-
sures in governance, employment cre-
ation, private sector development, and 
improved service delivery for poverty 
reduction in health and education. The 
goals of TSP III (FY 2005) are to further 
support policy measures in governance, 
improve service delivery, create jobs, 
develop the private sector, and improve 
agricultural production.

Though some donors advocated a more 
modest program, the government insist-
ed that specific milestones and actions 
outlined in TSP I and TSP II be inten-
tionally ambitious in range, number, 
and timing. Consequently, not all action 
matrix measures could be achieved. But 
this approach fostered policy dialogue 
and shifted the emphasis from achieving 
goals to making progress toward goals. 
The donors agreed that if the govern-
ment did not accomplish a policy mea-
sure but made progress toward an objec-
tive, policy dialogue would ensue, and 
funds would be released. At the urging 
of the World Bank and other donors, 
TSP III measures are less ambitious, 
and are now thought to be attainable.

In addition to closing the finance gap 
and contributing to implementing the 
NDP, the TSP assists the Government 
of Timor-Leste in building sufficient 
capacity to effectively and responsi-
bly manage future oil revenues. There 
has been progress: the government is 
establishing a petroleum fund based on 
the Norwegian model, and stressed that 
it will be transparent and accountable. 
In essence, the responsible use of TSP 

funds is an indicator of the govern-
ment’s ability to manage oil wealth as 
well as of the likelihood of avoiding a 
resource curse.

One underlying TSP strategy was to 
allow recurrent expenditures to remain 
constant or grow only moderately, while 
capital expenditures grew more quickly. 
The rationale is that the government 
would be forced to set priorities and less 
likely to launch unnecessary or unsus-
tainable programs if recurrent expen-
ditures were kept low initially. Under 
an appropriate framework, resources 
would not all be spent as they flow in, 
and any excess could be invested and 
used in future years. By establishing 
fiscal discipline in this way, the Govern-
ment of Timor-Leste would be better 
prepared to use oil revenues effectively. 
This is important, because Timor-Leste’s 
petroleum fund will not have a built-in 
savings component.

Concerns About Local 
Ownership
In part because of the rigorous moni-
toring and review process, the Govern-
ment of Timor-Leste expressed some 
concern regarding ownership. Theoreti-
cally, GBS gives the government full 
ownership over setting its development 
priorities, but ownership comes at the 
price of intensive biannual reviews and 
the quarterly monitoring required by the 
Bank on behalf of donors. Though the 
reviews are an effective and efficient way 
to monitor progress and achieve donor 
coherence, the government’s perception 
is that they generate external pressure 
and, possibly, diminish its sovereignty. 
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Though the TSP is not tied to condi-
tionality, donor partners and host gov-
ernment interlocutors acknowledge that 
quarterly reports, biannual reviews, and 
the donors’ constant focus on the action 
matrix result in a great deal of pressure 
on the government. But interviewees 
also recognized that this is the cost of a 
predictable flow of funds that finances 
the budget deficit and helps ensure the 
success of the TSP and the future of 
Timor-Leste.

Advantages and Shortcomings of 
the TSP
The TSP’s design—particularly its con-
tinual collaboration, quarterly reporting, 
and semiannual reviews—offers a way 
the World Bank can effectively mobilize 
resources to assist the Timorese as they 
prepare for oil revenues. The primary 
reason the TSP has succeeded is likely 
that the World Bank and the Ministry of 
Planning and Finance (MPF) have been 
closely involved in implementation and 
monitoring. Overall, donors agree that 
the TSP has provided the Government 
of Timor-Leste with a good approach 
to coordinating and monitoring its 
program and an effective framework for 
harmonizing external partner support. 

For bilateral donors with minimal staff, 
the TSP offers an effective method for 
managing their assistance. The biannual 
reviews are a highly effective way to gain 
access to the highest levels of the govern-
ment. Donors are also satisfied with the 
World Bank-led monitoring, reporting, 
and administrative process. Additionally, 
the action matrix has proven to be a criti-
cal tool for synchronizing donor and re-
cipient priorities, organizing government 
activities, obtaining donor buy-in, and 

generating a predictable flow of funds to 
finance the budget deficit—all of which 
are essential for a new, poor country with 
minimal experience in managing the 
institutions of government.

One area of concern for donors and 
line ministries is the concentration of 
disbursement authorities in the MPF, 
which also serves as the primary conduit 
between donors and government. The 
ministry argues, however, that central-
ization of resources is preferable, and 
decentralized modalities such as SWAps 
would be inappropriate for Timor-Leste.

TSP Implementation

Management Implications
Management capacity and government 
institutions have been areas of concern 
for donors. Before independence, about 
28,000 of the country’s high- and mid-
level civil servants were ethnic Indo-
nesians, most of whom fled after 1999 
(annex 3). Timorese currently lack the 
capacity to fill this gap.

The study team found that low capac-
ity of staff in all ministries, particularly 
the MPF, is of great concern to govern-
ment officials and donors. Because GBS 
requires that a host government take 
an active role in its own development, 
this lack of capacity puts additional 
pressure on the government and makes 
TSP implementation more challenging. 
Indeed, most donors and government of-
ficials report low capacity as the greatest 
obstacle to long-term development.

To supplement Timorese skills while 
capacity is being built, the UN identi-
fied critical governmental posts that 
needed be filled by expatriate advisers. 

From May 20, 2002, to May 20, 2004, 
the United Nations Mission in Support 
of East Timor (UNMISET) identified 
about 100 stability positions, and the 
UNDP identified about 200 positions 
related to development. Not all of these 
positions have been filled. Currently, 
UNMISET has expatriate advisers in 
58 critical governmental posts: 19 are 
allocated to the MPF, 15 to the Ministry 
of Justice, 16 to other ministries, and 8 
to other offices. 

An additional 102 positions were identi-
fied for financing by donors through 
UNDP, but only 33 had been filled 
by the end of July 2004. Recruitment 
was underway for an additional seven 
(United Nations Security Council 2004). 
Thus, of 300 positions identified as 
stability and development oriented, only 
91—less than a third—had been filled. 
This attests to funding and recruiting 
problems and the overall shortage of 
trained staff. 

Both donors and the Government of 
Timor-Leste recognize that international 
advisors carry out critical technical and 
line functions, and some may be needed 
for the medium- to long-term. However, 
some donors and government officials 
complained that the quality of these advi-
sors is uneven. The UN and the Govern-
ment of Timor-Leste initially expected 
advisors to work closely with counterparts 
to transfer knowledge and foster a type 
of on-the-job training. Though some 
advisors resisted such duties, others found 
the discrepancy between their skill level 
and that of local counterparts too great 
to foster meaningful knowledge transfer. 
Some Timor-Leste counterparts lack the 
knowledge, skills, and ability to carry 
out even the most basic duties, making 
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mentoring and training for some posi-
tions difficult. But experienced observers 
stated that standards and procedures may 
be higher than needed for specific jobs in 
certain ministries. If standards and skill 
levels were lowered, this would facilitate 
training and mentoring.

Additionally, donors view Portuguese 
and Tetum language requirements for 
advisers as a further obstacle to mentor-
ing. The government’s resistance to the 
use of Bahasa Indonesian as a working 
language is an impediment to drawing 
competent but less expensive experts 
from the region, since Bahasa Indone-
sian is commonly spoken in Timor-Leste 
and is a written language, unlike Tetum. 
The use of experts from the region who 
speak languages other than Portuguese 
and Tetum would lower the cost of  
advisors and enable communication 
with counterparts.

Staff Intensity and Transaction 
Costs
Staff intensity and transaction costs refer 
to the time, manpower, and financial 
cost of managing, administering, moni-
toring, and reporting on the TSP by 
donors and the government. A frequent 
argument in favor of GBS is that it 
requires less staff time for the host gov-
ernment than projects, in part because 
the government does not have to deal 
with numerous donor requirements for 
financial management, reporting, and 
monitoring. In the case of the TSP, the 
staff of the World Bank, other donors, 
and the host government have a mana-
gerial and administrative role, though 
the World Bank has the greatest man-
agement responsibilities.

Donor Perspective
The World Bank administers individual 
donor grants, which channel resources 
to the TSP. This involves separately 
tracking the inflow and outflow of funds 
that each donor transfers to a World 
Bank account. The funds remain in this 
account until transferred to the govern-
ment’s treasury. This time-consuming 
administrative process is managed by the 
Bank and the government, but it is less 
time-consuming than managing the pro-
cedures of numerous individual projects.

The Bank also takes the lead in coordi-
nating biannual review missions, which 
include high-level meetings with key 
representatives of the government minis-
tries, donors, and the local and interna-
tional NGO community. However, the 
NGO role in the consultative process for 
the action matrix is undefined. This has 
become a contentious issue. NGOs are 
invited to a separate wrapup meeting of 
the review mission, but only after major 
decisions and discussions have occurred; 
they are provided little opportunity to 
change what has been decided.

The review teams draft aide-mémoires 
that report on the status of actions listed 
in the action matrix. In addition, the 
World Bank may organize supplemental 
missions to address problem areas when 
specific governmental needs are identi-
fied. TSP donors have the option of 
providing experts for these assessment 
teams, but typically do not have the 
resources to do so.

The World Bank charges a flat 2 percent 
administrative fee of the donors’ con-
tributions, since its lead role reduces 
staff intensity and transaction costs for 
other donors. Because the TSP does not 

have a component devoted to measuring 
donors’ transaction costs, it is difficult 
to assess the degree of cost savings, even 
accounting for the Bank’s administrative 
charges. Donors, however, report consid-
erable time savings.

Host Government Perspective
The MPF coordinates meetings that 
review targets established in the action 
matrix. Because these are multisectoral, 
and World Bank scrutiny is comprehen-
sive and exhaustive, meeting preparations 
entail gathering materials from different 
ministries, comparing planned activities 
to those achieved, and carefully reviewing 
budget execution.

Governmental staff time required to 
manage the TSP varies by ministry and 
time of year. The most intensive weeks 
for the MPF are those prior to and dur-
ing review missions, which occur after the 
government prepares quarterly reports. 
Review teams include many specialists—
18 attended the May 2004 mission—and 
government officials noted this presence 
as a bit overwhelming at times.

To lighten the government’s administra-
tive burden, the World Bank schedules 
review missions to correspond with the 
government’s budget calendar, which 
begins in July. Scheduling missions for 
May thus feeds into the government’s 
budget planning process. Followup 
missions in November or December 
facilitate a review of budget execution, 
accomplishments, and shortfalls, which 
can be addressed during the remainder of 
the fiscal year.

The review missions provide a structured 
framework that enables the MPF to fulfill 
its functions, because the TSP process 
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(including quarterly reports) is integrated 
into the government’s reporting system. 
Line ministers believe that working 
through the TSP is more efficient than 
managing bilateral projects, and minis-
tries use review missions to report how 
they spent their budgeted funds.

Starting in 2005, the World Bank will 
initiate a two-step process: the task 
manager will lead a mission to develop 
a broad outline for FY 2006, and the 
review mission will examine progress  
on the FY 2005 action matrix two 
months later.

Monitoring and Reporting
Monitoring and reporting by donors, 
the host government as a whole, and 
individual ministries focuses on the 
action matrix and specific targets. The 
World Bank takes the lead by organizing 
three-week review missions that exam-
ine action matrix targets. Missions are 
organized around a series of meetings 
planned by the MPF. The prime minis-
ter chairs an initial meeting with mission 
team members and the government. A 
series of sector meetings chaired by the 
vice minister of finance follow. Final 
meetings bring together the government, 
the review team, development partners, 
and civil society representatives.

Donors can negotiate with the govern-
ment to have issues of interest—such as 
gender, security, civil society, and subsi-
dies to the power sector—placed on the 
action matrix. Since ministry-level offi-
cials attend the meetings, such issues can 
be addressed effectively. A report, written 
shortly after each review mission and dis-
tributed to donors and the government, 
provides a record of ongoing monitoring 

and feeds into the government’s moni-
toring and reporting system.

Two planning and monitoring tools 
developed by the government feed into 
the action matrix. The first tool is an 
annual action plan (AAP), which is 
formulated by each ministry and speci-
fies planned activities and corresponding 
expenditures by quarter for the fiscal 
year. Ministries submit these plans to the 
MPF for incorporation into an overall 
government action plan. Overall, this 
system has proven effective, though 
AAPs are not regularly updated. 

The second monitoring tool is quar-
terly reports, which address progress on 
activities and expenditures presented in 
the AAP and facilitate monitoring of the 
budget execution process. These tools 
help guide donor decisionmaking and 
determine issues of prime importance. 
The action matrix is developed to be 
compatible with the AAPs and these 
quarterly reports. Donors receive AAPs 
and quarterly reviews directly from the 
government, and these help monitor the 
use of funds and performance. The gov-
ernment does not use indicators, though 
these are being developed. Progress 
toward achieving objectives listed in the 
AAP and the NDP thus cannot yet be 
easily measured. As yet, there has been no 
formal evaluation of the TSP program. 

Fiduciary Risk
Fiduciary risk is always a concern for 
donors providing GBS to a host govern-
ment. This concern applies to Timor-
Leste, particularly since government ca-
pacity to manage and account for finan-
cial resources is still evolving. The study 
team thus focused on two areas where 

governments with limited capacity may 
be especially weak: whether the govern-
ment has the ability to formulate and 
execute budgets consistent with national 
development priorities, and whether it 
has systems in place to maintain bud-
get discipline and account for funds.

In Timor-Leste, the budget formula-
tion process is led by the MPF. It is an 
open process, which calls for input from 
line ministries and follows the priori-
ties outlined in the NDP. The budget 
is formulated each January and vetted 
by the Council of Ministers, approved 
by the Timor-Leste National Parlia-
ment, and finalized for implementa-
tion at the start of the new fiscal year 
in July. The MPF produces quarterly 
reports that track expenditures and 
allow for midyear adjustments in the 
event of revenue shortfalls. In addition 
to informing the World Bank and other 
donors that the use of funds is consistent 
with budgetary allocations and priori-
ties, quarterly reports also ensure that 
public funds are used appropriately.

Representatives of seven bilateral donors 
and the World Bank told the study team 
that the public expenditure system is 
sound. The donors further reported that 
the core treasury management system is 
strong: it has a centralized payments sys-
tem that provides for multiple commit-
ment and payment controls, and is sup-
ported by an online payments tracking 
system. The books close on time, and 
quarterly reports are submitted 15 days 
after closing. Currently, the risk of devi-
ating from the intricate system of con-
trols is minimal. In large part, this is due 
to World Bank oversight, a highly cen-
tralized and hierarchical internal system 
of authority, 20–30 expatriate personnel 
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in the MPF, and expatriate staff in key 
advisory and line positions in ministries.

As the trustee, the World Bank over-
sees separate donor funds, which are 
disbursed by separate grant agreements 
into a government account and com-
ingled in the central treasury account. 
The government’s published quar-
terly reports are reviewed by the World 
Bank. Annual audits are conducted by 
a private, independent auditor based 
in Australia. Audit reports are publicly 
available six months after the books 
are closed. However, the study team’s 
interviews and document review sug-
gested two potential areas of weakness 
in checks and controls. First, because 
the BPA reports to the MPF, there is no 
check on payments. Second, the audi-
tor reports directly to the prime min-
ister, thus affecting the perception that 
findings are completely independent.

Coupled with the financial management 
system, there is a centralized system of 
procurement built on competitive bid-
ding and an open and transparent award 
process. The procurement system uses 
procedures put in place under UN-
TAET. Manuals have been prepared, 
standard specifications are published, 
and the institutional value of procure-
ment integrity is gradually taking root. 
Ironically, the government’s procure-
ment and payments system is so rigor-
ous and centralized that most budget 
execution problems can be attributed to 
the absence of trained Timorese staff. 

Surges in procurement activity and 
spending occur at the end of the fiscal 
year. To avoid these problems, the gov-
ernment established a budget execution 
committee to monitor expenditures and 

drafted legislation to delegate procure-
ment and financial authority to line 
ministries. The government learned that 
a balance between control and flexibility 
must be struck, but in tandem with an 
increasing capacity to delegate authority. 

Because of the absence of trained fi-
nancial analysts and other staff with the 
ability to minimize fiduciary risks, the 
MPF has a tendency to centralize: it is 
reluctant to delegate across line agencies 
or within the ministry itself. However, 
the World Bank is designing a capac-
ity building program that will empha-
size financial and planning skills, one 
expected to have a positive impact over 
the next five years. In a further effort to 
build capacity, the UNDP is piloting a 
project to provide block grants to rural 
districts that have no developed banking 
networks. In the meantime, expendi-
tures tend to be concentrated in Dili.

Interviews with donors and NGOs led 
the study team to conclude that there 
is no credible evidence of systematic, 
large-scale corruption. Though donors 
acknowledge the potential for corrup-
tion—in part because of an inherited 
value system that may make Timorese 
susceptible to rentseeking behav-
ior—corruption is not seen as a serious 
problem. The hope is that a lasting 
sense of integrity will be inculcated by 
the basic systems in place, the presence 
of a large international staff, and the 
development dialogue with the World 
Bank and other donors during TSP 
reviews. Though it is too soon to tell, 
the litmus test will be the government’s 
management of its offshore oil rev-
enues, which are scheduled to come on 
stream in the next two to three years.

Impact and Results of  
TSP I and II
Numerous positive results have been 
produced from the TSP, which has 
been in place for just over two years. 
However, these should be considered as 
outputs, rather than impacts or lasting, 
sustainable results.8

TSP I
Broad in focus, TSP I was primarily 
concerned with creating institutions and 
a legislative and regulatory framework, 
and with strengthening core government 
functions. TSP I concentrated on four 
thematic areas: continued poverty reduc-
tion planning, governance and private 
sector development, public expenditure 
policy and management, and the power 
sector. Representative results within 
these areas are shown in table 2.

TSP II
TSP II concentrated on governance, 
service delivery for poverty reduc-
tion, and job creation. Within each 
category, specific areas were stressed 
(World Bank 2004c). Improvements 
in governance focused on strength-
ening oversight institutions, public 
sector management, strengthening the 
justice sector, and planning and pub-
lic expenditure management. Service 
delivery for poverty reduction focused 
on health, education, and vulnerable 
groups such as veterans. Job creation 
focused on private sector develop-
ment and agriculture. Representative 
results for TSP II are seen in table 3.

8 Annex 2 illustrates detailed results in TSP II.
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Table 2: Representative Results of TSP 1, FY 2002–03 

Thematic Area Output

Continued poverty reduction planning • authored and published the NDP

• restored primary education*

• provided technical assistance and training to education, health, and justice ministries to improve 
planning

• restored public health network

• started to address vulnerable groups by establishing a social services department and authorizing a 
veterans’ affairs unit

Governance and private sector development • drafted a commercial code and notary note

• finalized a draft investment law

Public expenditure policy and management • maintained macroeconomic stability

• instituted routine reporting on the consumer price index

• drafted terms of reference for expenditure review and launched review

• prepared and adopted criteria for prioritizing in-year funds release

Power sector • reduced subsidy to sector by $2.8 million

• initiated and completed external audit of the sector

• signed management contract and handed over electricity assets to management contractor

• instituted incentives for improved commercial performance within the contract and identified 
performance indicators

• established a system to monitor sector’s monthly financial performance

*Timor-Leste’s primary school enrollment rate is 76 percent, and 7,132 schools are in operation with 3,901 teachers. Nearly half the students are girls.

Table 3: Representative Results of TSP 2, FY 2003–04 

Thematic Area Output

Governance • established the Office of the Provedor (ombudsman)

• prepared a law to establish the Office of the Inspector General

• established the public service statute that lays out the framework for personnel management and 
disciplinary procedures

• made progress on improving the discipline of the budget process

• prepared a draft budget and financial management law to be submitted to Council of Ministers

Service delivery for poverty reduction • exceeded service delivery targets for DPT3 and measles immunization and outpatient attendance

• established curriculum working groups and prepared draft curriculum 

• completed identification and registration of veterans

Job creation •  made progress in establishing a regulatory framework for development of the private sector and 
creating interventions intended to create employment opportunities
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Conclusions
International donors pledged sub-
stantial amounts of assistance well 
before the independence of Timor-
Leste, a new nation that had immedi-
ate reconstruction and rehabilitation 
needs as well as the need to provide 
social sector services—primarily health 
and education—to its people.

GBS Mechanism
Unable to generate sufficient revenue, 
the Government of Timor-Leste required 
assistance in financing its budget deficit. 
For this reason, and because of unique 
country conditions, most donors and 
government officials agreed that GBS of-
fered an appropriate way to meet Timor-
Leste’s short-term assistance require-
ments. The TSP was designed specifically 
for a new government possessing the will 
and commitment to govern responsibly 
but hampered by a lack of capacity. It is 
therefore not surprising that the World 
Bank assumed a strong oversight role, 
one that imparted to Timorese offi-
cials the discipline needed to manage a 
national budget and account for public 
funds. In essence, the World Bank played 
a positive role in building the capacity of 
the MPF.

In implementing and overseeing the 
TSP, donors report that the World Bank 
instilled confidence in the program and 
provided sufficient justification to con-
tinue funding it, thus ensuring a predict-
able flow of funds to the government. 
Government officials and donors alike 
expressed satisfaction with the ease of 
management and administration of the 
TSP, with GBS as its principal funding 
mechanism. Since—like the host govern-
ment—many bilateral donors are thinly 

sensitive to the political ramifications 
of poor budget execution, it took steps 
to minimize the problem by setting 
up a committee, chaired by the prime 
minister, to review budget expenditures 
periodically through the fiscal year.

Program Versus Project Aid
Interviews with Timorese officials 
did not reveal strong opinions about 
the merits of different types of as-
sistance. This is not surprising, since 
the government has had little time to 
experience a variety of strategies and 
approaches. However, sector support 
or SWAps have not been considered, 
since line ministries had yet to de-
velop coherent sector priorities. 

The Timorese experience with projects 
is limited to TFET-financed short-term 
rebuilding efforts. According to a draft 
EC evaluation, they were a mixed suc-
cess. Though the imperatives of short-
term objectives were met in some cases, 
it was sometimes at the expense of local 
involvement. Because anecdotal evidence 
suggested Timorese government officials 
were dissatisfied with these outcomes, 
the team initially concluded that projects 
might not be the preferred mode of 
assistance. This, however, was errone-
ous: the team learned the government 
intends to phase out the TSP and opt 
for project assistance once significant oil 
and gas revenues are generated. 

staffed, they view the TSP as a useful and 
effective vehicle for providing assistance.

Ownership
Though the tasks of managing the 
budget and the rigor of the TSP report-
ing and review processes may sometimes 
seem overwhelming to the Timorese, the 
team did not discern any compromise 
in their ownership of decisionmaking 
about major policy items. Government 
officials consider the action matrix to 
be a policy tool that is as much theirs as 
the donors’, as evidenced in the gov-
ernment’s active participation in policy 
discussions. The action matrix also 
proved to be a useful way to engender 
donor harmony, though donor unity 
may sometimes be perceived as pres-
sure that interferes with a sense of local 
sovereignty.

Centralizing Versus Delegating
The tendency for decisionmaking to be 
centralized in the MPF is an unintended 
side effect of the World Bank’s active 
participation in the TSP. This may 
have grown out of concern for minis-
tries that seemed incapable of sound 
budgetary and financial management or 
out of a heightened sense of fiduciary 
responsibility. While centralizing might 
be laudable from a fiduciary perspec-
tive, the downside is the government’s 
inability to disburse funds in a timely 
manner. Since the host government was 

The TSP was designed specifically for a new government 

possessing the will and commitment to govern responsibly 

but hampered by a lack of capacity.
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The Timorese believe that project 
assistance can address their capacity 
constraints at the microlevel through 
joint planning and implementation. 
This belief may have some merit, if 
the shortcomings of project assis-
tance are studied. However, the study 
team believes that project assistance 
is not sufficient to address capac-
ity constraints throughout Timor-
Leste’s institutions of government.

Conditionality 
The literature and donor experience 
suggest that GBS excludes normal 
conditionality (where host govern-
ments receive funds in exchange for 
certain reforms). Though the TSP has 
no apparent conditionality, there is a 
strong incentive for the government 
to work toward goals specified in the 
action matrix. Under the TSP, donors 
and the Government of Timor-Leste 
agree on policy measures to be taken 
the following year. Once this agreement 
is reached, funds are released. There is 
an implicit understanding that if the 
government makes less than satisfactory 
progress toward such measures, donors 
have the option of withholding funds 
after the next round of discussions.

Capacity Building 
Timor-Leste’s new government and 
fledgling institutions meant that capac-
ity building was essential. The World 
Bank and other donors could not buy 
into existing capabilities and systems, as 
in countries with established develop-
ment histories. Nonetheless, when GBS 
is a major component of an assistance 
strategy, the Timor-Leste case suggests 
that donors should carefully scrutinize a 

host government’s capability to manage 
its budget processes and, where neces-
sary, incorporate capacity building as 
a design component. This has worked 
effectively in Timor-Leste, where one 
donor assumed the burden of leadership, 
management, and administration.

Exit Strategy 
Because oil and gas revenues will soon 
be generated, Timor-Leste has an obvi-
ous and natural exit strategy for GBS. 
In part, the strategy is also based on 
whether the country has the founda-
tional capacity to manage its budget, 
albeit with the assistance of expatriate 
advisors. Though Timor-Leste faces 
special circumstances, the notion of an 
exit strategy is applicable to the design 
of other GBS programs, where host 
government capacity and revenue factors 
both play a determining role. This is 
especially important when GBS is a large 
component of the national budget or 
central to donor assistance strategies.

Donor Harmony 
Given Timor-Leste’s significant devel-
opment needs, some donors may have 
been tempted to impose their particular 
assistance programs on the govern-
ment, perhaps with minimal concern 
for overlap, duplication, or conflict 
with the efforts of other donors. Largely 
under World Bank’s leadership, the 
TSP avoided such fragmentation and 
engendered strong donor harmony. At 
the TSP’s inception, the World Bank 
insisted on unified administrative and 
reporting procedures that reduced the 
management burden on other donors 
and host government ministries.

While donor harmony is generally 
viewed in a positive light, it may have 
some negative implications. While 
donors were unified on key budgetary 
or policy issues—a positive development 
from their perspective—the study team 
believes the host government found the 
pressure of unified donors problematic 
and is phasing out of the TSP partly 
for this reason. In opting for project 
assistance, the government feels it may 
be easier to deal with donors on an 
individual basis. It is not clear whether 
Timorese officials are aware of the po-
tential shortcomings of this approach or 
remedies needed to minimize them.

Fiduciary Risks and Corruption
The team found no evidence of large-
scale corruption in government circles, 
likely owing to the World Bank’s role 
and recognition of the importance of 
wisely managing the country’s natural 
resources. The government instituted 
a sound system of financial controls to 
manage funds. Decisionmaking is cen-
tralized, and fiduciary risks are minimal.

However, donors also want to see that 
funds are steadily expended. Poor bud-
get execution has occurred as a result 
of a highly centralized financial system. 
Donors noted the tendency toward cen-
tralization and included it on a recent 
action matrix. This resulted in legislative 
measures to streamline procurement 
and a UNDP pilot program to test the 
viability of decentralizing authority to 
districts. These steps are aimed at strik-
ing the right balance between concerns 
for risks and funds flowing through the 
system to provide needed services.
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Balance of Payment 
Support
Balance of payments support refers to 
resource transfers, whether in foreign ex-
change, cash, or as a commodity import 
program. The primary purpose is to pro-
mote economic and political stability. 
It is intended as short- or medium-term 
assistance to address immediate gaps in a 
country’s balance of payments.

Sector Program 
Assistance (SPA)
SPA focuses on constraints to sustain-
able growth at the sectoral level, usu-
ally in broad areas such as agriculture, 
industry, education, health, or exports. 
SPA supports the implementation of 
reforms intended to overcome sector 
development constraints, and promotes 
medium- to long-term increases in pro-
duction or efficiency in a specific sector 
or sectors. SPA includes an agreed policy 
and expenditure plan. An individual 
donor usually negotiates its own sector 
agreement, and its disbursements are 
based on policy conditionality set out 
such an agreements. In USAID’s case, 
disbursements depend on the govern-
ment meeting the agreed conditionality.

Sector Wide Approach 
(SWAp)
A SWAp aims to coordinate all donor 
assistance in support of a common sector 
expenditure program. SWAp financing 

typically includes donor budget support, 
project aid, and technical assistance. The 
funds may or may not be earmarked 
to specific expenditures or disbursed 
through the government’s own budget 
process. The defining characteristic is 
that donor funding for a sector supports 
a single sector policy and expenditure 
program. The government provides the 
leadership, and donors adopt a common 
approach to support the government’s 
effort.

General Budget Support 
(GBS)
GBS is a mechanism for cash transfer 
disbursed into the general budget of a 
recipient government rather than into 
a segregated account. GBS is usually 
performance-based. USAID and all 
development organizations agree that 
GBS funds should not be earmarked. 
USAID’s ADS notes that GBS “implies 
support to a host government budget 
at the level of the general fund…
[including] funding host governments’ 
budget deficits,” but cannot specify 
the use for such funds (USAID 2004b, 
624).

Within the international development 
community, definitions of GBS vary, as 
do notions of how it differs from other 
forms of program assistance. The ADS 
divides foreign assistance into project as-
sistance and program assistance. It offers 
no official definition for direct budget 

Annex 1:  Definitions of Nonproject Assistance
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support, but recognizes two types of 
program assistance: SPA and balance of 
payments and budget support. Though 
ADS recognizes balance of payments 
support and GBS as separate tools, it 
implies they are closely related and does 
not address them individually. It also 
states that “the objective of balance of 
payments and budget support” is to pro-
vide “a generalized resource transfer to 
the recipient country,” which, in some 
cases, “is designed to support short- and 
medium-term economic or political 
stabilization through measures which 
address immediate gaps in the country’s 
balance of payments or budget.”

The DAC network on development 
evaluations offers a more specific defini-
tion, and—unlike USAID—divides 
program aid into food aid and financial 
program aid. The DAC definition also 
further subdivides financial program aid 
into budget support—sometimes re-
ferred to as direct budget support—and 
balance of payments support, such as 
debt relief and import support. GBS and 
sector budget support are two types of 
budget support.9 

Further, the DAC definition character-
izes budget support as a system where 
funds are channeled directly to recipi-
ent governments using the country’s 
procurement and accounting systems. 
Budget support entails a lump sum 
transfer of foreign exchange, but there 
may be differences among donors relat-
ing to the extent of earmarking and 
levels and focus of the policy dialogue 
and conditionality (DFID 2004, 3). If 

budget support has conditionality, it is 
usually “focused on improving public 
financial management and the effective-
ness of the overall budget.” Funds are 
not earmarked.

9 Though not explicitly stated in this definition, the 
team assumes that sector budget support refers 
to SWAps as well as sector program support.
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Annex 2:  Sample Status Report on Programmed 
Actions for TSP II (FY 2004)

Governance—Strengthening Oversight Institutions

TSP II Output/Indicator and Target Changes in Programmed Actions Completed
In Implemen-

tation
Rescheduled 

to TSP III

A.1.1 Annual legislative program of Council of 
Ministers for FY 2004; policy and legislative 
process

Approved draft terms of reference; techni-
cal assistance (TA) under recruitment X

A.1.2 Office of the Provedor de Direitos Huma-
nos e Justica operationalized

Provedor law passed April 2004; Provedor 
to be appointed by Sept. 2004

X

A.1.3 Strategy for investigation of complaints 
regarding civil service; review previous 
investigations

Program of audits investigations; reports 
completed X

Governance—Public Sector Management

TSP II Output/Indicator and Target Changes in Programmed Actions Completed
In Implemen-

tation
Rescheduled 

to TSP III

A.2.1a Legislation on state administration and local 
government

Pending decisions on options and compara-
tive studies and policy formulation

X

A.2.1b Legitimized community authorities in sucos 
and aldeias according to program

Legislation on suco councils approved; elec-
toral registration scheduled early FY 2005

X

A.2.1c Strengthen staff capacity to implement the 
reforms on administrative decentralization 
and local government

Deleted—part of National Institute of Pub-
lic Administration program; specific actions 
related to A.2.1.a not foreseen

A.2.2a Civil service statute Approved April 2004; TSP III will follow up 
with supplementary regulations

X

A.2.2b Disciplinary procedures manual  
approval and management trained in imple-
mentation

Manual drafted; disciplinary proceedings 
identified as priority X

A.2.3a Human resources (HR) policy addressing 
recruitment, appraisal, information, and 
other areas

No action taken; pay and career progres-
sion identified as FY 07 outcome X

A.2.3b Line agency HR management units in all 
agencies

Gradually, on the basis of the organic laws 
in process of approval by each line agency

A.2.3c 25% of permanent staff on payroll regis-
tered in CHRIS database with supporting 
personnel files

Pending decision on options raised by 
human resource management information 
systems; manual recording ongoing

X
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Governance—Strengthening the Justice Sector

TSP II Output/Indicator and Target Changes in Programmed Actions Completed
In Implemen-

tation
Rescheduled 

to TSP III

A.3.1 Law on public prosecutors and public 
defenders

Draft public prosecutor law to be submit-
ted to Parliament; draft public defenders 
law under consultation with Ministry of 
Justice

X

A.3.1a At least eight sessions of Superior Council 
for the Judiciary conducted

Gradually, on the basis of the organic laws 
in process of approval by each line agency

X

A.3.1a Improved annual ratio of cases taken to 
courts and cases accepted in courts

Baseline data still to be obtained
X

A.3.1a Improved ratio of cases resolved and cases 
lodged

Baseline data partially available; registration 
system requires review

X

A.3.1b Decree law on notary and civil registra-
tion codes, and laws on civil identification 
and public registry codes; related systems 
established and services delivered

Changes from decree law (passed by 
Council of Ministers) to law (enacted by 
National Parliament) implied rescheduling

X X

Governance—Planning and Public Expenditure Management

TSP II Output/Indicator and Target Changes in Programmed Actions Completed
In Implemen-

tation
Rescheduled 

to TSP III

A.5.1 Human resource development strategy in 
place and is monitored each quarter

Proposed actions shifted to TSP III; priority 
given to disciplinary regulation and planning 
of action required

X

A.5.2a Annual and midyear budget update cycle 
managed within legislative and administra-
tive timeframes and agreed TSP parameters

X

A.5.2b Power management contract deliverables Contract approved handover March 2004; 
monitoring to begin shortly thereafter

X

A.5.3 Government annual planning exercise 
well understood by ministries, and AAPs 
are consistent with road map and annual 
budgets

Training activities implemented 

X

A.5.4 High-level mechanism, which represents 
key stakeholders, able to establish itself as 
a fully independent body by end of March 
2004

Further actions and schedule will be deter-
mined by a steering committee

X

A.5.5 Budget support and TA mobilized X

A.5.6 Accurate, comprehensive, and timely data 
on economic and social indicators available 
to all

Some delays to production of national ac-
counts will now be addressed in Q2 X
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Governance—Planning and Public Expenditure Management (continued)

TSP II Output/Indicator and Target Changes in Programmed Actions Completed
In Implemen-

tation
Rescheduled 

to TSP III

A.5.7a Citizens informed about government rev-
enue, budget and programs

Citizen’s guide prepared but not yet dis-
tributed; some urgency, given forthcoming 
midyear budget update

X

A.5.7b Internal and external audits confirm finan-
cial management is complaint with revised 
budget and financial management act

Revised budget law still has not been sub-
mitted to the Council of Ministers by MPF X

A.5.8a Timely completion of procurement re-
quests in line with targets

Reports prepared but show significant lags 
in procurement; expect improvement in 
Q2 

X

A.5.8b FY 2004 procurement strategy in place and 
efficient delivery of procurement services; 
procurement legislation in place by end 
2003

Procurement legislation requires further 
revision

X

A.5.8c Agency finance officers able to manage 
procurement processes; enhanced capacity 
of procurement officers

Some training delivered
X

Service Delivery for Poverty Reduction—Health

TSP II Output/Indicator and Target Changes in Programmed Actions Completed
In Implemen-

tation
Rescheduled 

to TSP III

B.1.1 Nine priority micropolicies developed 28 micropolicies at various stages, broadly 
meeting original target

X

B.1.2 Hospitals: less than or equal to 40% of core 
CFET health expenditure

41%, consistent within margin of error
X

B.1.3 Children under age 1 immunized with 
DPT3: base 58%; target 68% (annual aver-
age)

71% at Q3
X

B.1.3 Children under age 1 immunized against 
measles: base 49%; target 58% (annual 
average)

66% at Q3
X

B.1.3 Deliveries attended by skilled health staff: 
base 40%; target 45% (annual average)

43% at Q3, with expectation that annual 
target will be met

X

B.1.3 Outpatient visits per capita annum: base 
1.65; target 1.8 (excluding Dili and Baucau 
hospitals)

2.4 at Q3
X

B.1.3 District health plans (DHPs) in place and 
monitored in all districts

Planning methodology and tools developed 
and disseminated; DHPs now reproduced 
routinely

X
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Service Delivery for Poverty Reduction—Education

TSP II Output/Indicator and Target Changes in Programmed Actions Completed
In Implemen-

tation
Rescheduled 

to TSP III

B.2.1 Approved education policy framework 
paper; draft national education law

Draft policy prepared; approval expected 
May 2004

X

B.2.2 Overall curriculum framework and program 
for primary education developed, adopted, 
and implemented 

Completion delayed; curriculum to be 
piloted at start of 2003–04 school year X

B.2.3 D3 bachelorato program for primary 
education developed, adopted, and imple-
mented 

1,000 students enrolled rather than 300; 
instructors being identified for next stage X

B.2.4 50 key managers complete educational 
management training program; process for 
channeling funds through school councils 
piloted

Procurement for course delayed until May 
2004; school funds pilot deferred to TSP III

X
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Management capacity and 
institutional strengthening 
have been ongoing issues 

since Timor-Leste’s independence. Pri-
or to that time, most of the country’s 
civil service—some 28,000 employ-
ees—were Indonesian. After indepen-
dence, many left, and new institutions 
had to be established. Bilateral and 
multilateral donors as well as Timor-
Leste government officials recognize 
the importance of strengthening staff 
in all ministries, especially the Ministry 
of Planning and Finance (MPF).

Donor Perspective
Capacity building is directly linked to 
the TSP. Indeed, managing the budget 
under the TSP is a type of on-the-job 
training and capacity building mecha-
nism. It is hoped that this process will 
help Timorese to learn to manage their 
own governmental affairs. Accordingly, 
capacity building is an inherent TSP 
objective, and its provision has been a 
critical element to the smooth function-
ing of the program.

Currently, 58 critical Government of 
Timor-Leste posts are filled with UN-
MISET II expatriate advisers. These 
posts are allocated to the MPF (19), 
Ministry of Justice (15), other ministries 
(16), and other government offices (8). 
An additional 102 positions were identi-
fied for financing by donors through 
UNDP, but only 33 had been filled by 

the end of July 2004. Recruitment was 
underway for an additional seven (UN 
Security Council 2004). Donors and the 
Government of Timor-Leste recognize 
that some of the international staff who 
carry out critical technical and line func-
tions may be needed for the medium to 
long term.

A further problem is the discrepancy 
between skill levels of advisers and local 
counterparts, or, in some cases, the lack 
of a local counterpart due to delays in 
recruitment. Standards and procedures 
may be higher than needed for jobs in 
certain ministries. If standards were low-
ered, skill levels could also be lowered, 
and it would be easier to train people for 
such jobs. Donors view the Portuguese 
and Tetum language requirements for 
advisers as an obstacle that drives up 
costs and impedes drawing experts from 
neighboring countries such as Indonesia 
and Australia.

The World Bank is keenly aware of the 
ongoing need to strengthen management 
and technical capabilities of Timorese 
staff. The TSP Review Mission in May 
2004 designated MPF capacity building 
and line agency financial management 
as a high-risk area. To address this issue, 
the Bank prepared a concept paper for 
a program to strengthen local personnel 
skills. Training directed at both the MPF 
and line ministries would focus on

• the ability to link budget allocation 
decisions to spending priorities

Annex 3:  Management Capacity of Timor-Leste 
Government
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• the ability to carry out efficient and 
accountable budget execution

• the strengthening of skills in macro-
economic forecasting, which would 
facilitate predicting and managing oil 
and gas revenues

Such training would be implemented 
with on-the-job international advis-
ers and facilities in Timor-Leste to 
minimize time away from jobs for key 
staff members. The training would be 
directed toward 10 offices in the MPF 
and other ministries targeted in the 
NDP. In some offices, language training 
would be a priority. There is a World 
Bank proposal to fund this program 
with a multidonor trust fund for capac-
ity building.

TSP review missions recognize that 
developing a personnel management sys-
tem is also critical to improving skills of 
government staff. Such a system would 
include a central registry of personnel, 
position descriptions and standards, a 
performance evaluation system, and 
salary levels within each of the seven 
grades delineated for civil service person-
nel. This has been included in the TSP 
action matrix. When this system is func-
tioning, it will be easier to match skills 
with job requirements and fill positions 
with competent people.

Host Government 
Perspective
The Government of Timor-Leste also 
recognizes that a critical component of 
effective government is personnel with 
management and technical competence. 
The government would like the TSP to 
finance more projects and strengthen 

Timorese capabilities in project design 
and management. It would also like to 
have experts available to offer advice 
when requested, but the preference is for 
personnel to learn by doing, not watch-
ing others work.

Expatriate technical advisers with key 
roles in the MPF and line ministries 
often have dual roles: they carry out 
government functions and train their 
Timor-Leste counterparts. In offices 
where local staff have had little time on 
the job, advisers are critical to opera-
tions, and ministers rely on them exten-
sively. In worst-case scenarios, advisers 
have sufficient power to determine the 
course for specific offices. The prime 
minister recognizes this, and has been 
critical of international advisers who 
make themselves indispensable rather 
than transferring skills to Timorese.

Foreign advisers are frequently paired 
with local counterparts to facilitate and 
encourage on-the-job training. The 
government and donors collaboratively 
identify positions for foreign advisers 
and work together to develop terms 
of reference. Some advisers have been 
more effective than others, and well-de-
veloped, specific terms of reference can 
contribute to their effectiveness.

Other modes of training may take 
place in local facilities or offshore. For 
example, personnel may be sent to the 
National Academy of Civil Service or 
trained at the Ministry of State Admin-
istration. Bilateral donors also provide 
training. The Japan International 
Cooperation Agency sent Timorese civil 
servants to Malaysia and Japan to attend 
courses.

Language is an issue affecting train-
ing. Though English is now a working 
language, and most Timorese educated 
after 1977 speak Bahasa Indonesian 
rather than Portuguese, the government 
prefers advisers who speak Portuguese 
or Tetum. The Japanese found that 
questions were more forthcoming when 
Timorese were trained in Malaysian 
(which is similar to Bahasa Indonesian) 
than when training was in English. The 
Ministry of Health is among those tak-
ing a practical approach to the problem, 
recognizing the need for a compromise 
between the government’s preferred 
languages and the efficient imparting of 
knowledge. Accordingly, the ministry 
may hire experts who speak English and 
offer English-language courses for coun-
terparts working with these experts. 

Government leaders would like their 
staff to have the capacity to develop and 
run a much larger capital investment 
program. They would like all donor ac-
tivities to include a component aimed at 
training staff in the MPF and line minis-
tries. The government believes that once 
its staff learn how to design and manage 
projects, they can then progress into 
sector investment programs. Bilateral 
assistance provides technical assistance, 
but donors may be more interested in 
completing their projects than teaching 
Timorese. Instead of a donor sending 
technical specialists to design a proj-
ect and implement it, the government 
prefers technical assistance that transfers 
skills to Timor-Leste.
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