
Timor-Leste is the world’s newest nation and one of the newest members of
the Asian Development Bank (ADB). Four years after Timor-Leste’s restoration
of independence in May 2002, a functioning state with most of the
institutions envisioned in its constitution is already in place. Timor-Leste
is secure and stable, with little prospect of a return to the troubles that
reached heights of violence in 1999.

Against these nation-building achievements, the people of Timor-Leste
remain among the poorest in Asia. Set against a stagnant economy and high
annual population growth rate in recent years, Timor-Leste has probably seen
poverty worsen since 2002, when the country was ranked 140 out 170 countries
on the United Nation’s Human Development Index.

The Government is following a National Development Plan with the twin
goals of poverty reduction and economic growth. With petroleum wealth
accumulating and continuing international development assistance, the
Government has committed to achieving 7–8% annual economic growth as
its main weapon in the fight against poverty.

Relationship with ADB
Timor-Leste has received $11.25 million in total technical assistance (TA) since
1999. Before joining ADB in 2002, ADB assistance to Timor-Leste was
conveyed through the United Nations Transitional Authority in East Timor.

The country has not so far borrowed or taken private sector financing.
Its first Asian Development Fund (ADF) development grant, for $10 million,
was approved in 2005.

ADB’s engagement since 1999 has comprised implementing mostly
infrastructure emergency rehabilitation programs funded through the multi-
donor Trust Fund for East Timor (TFET), providing them with technical support.
TFET funds also capitalized a microfinance quasi-bank, which ADB administers.
A stand-alone TA unrelated to the trust fund has also been featured.
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Table 2. Timor-Leste: Economic
Indicators, 2001–2005

Economic Indicator 2001 2002 2003 2004 2005

Per capita GNI ($) 470 430 420 550 …
GDP growth 16.5 -6.7 -6.2 1.8 2.5

(% change per year)
CPI (% change per year) 3.6 4.8 7.1 3.2 1.8
Unemployment rate (%) … … … … …
Fiscal balance (% of GDP) 2.0 0.4 3.2 9.8 32.4
Export growth -20.0 50.0 16.7 14.3 25.0

(% change per year)
Import growth 17.4 -6.3 -16.9 -8.6 5.9

(% change per year)
Current account 12.5 7.6 5.1 35.1 42.6

(% of GDP)
External debt (% of GNI) … … … … …

... = data not available, CPI = consumer price index,
GDP = gross domestic product, GNI = gross national income.
Sources: ADB. 2006. Asian Development Outlook 2006.

Manila.
ADB Statistical Database System.

Table 1. Timor-Leste:
Development Indicators

• Population 0.970 million (2005)

• National poverty rate 41% (2001)

• Population living on -20.0% (2001)
less than $1 a day

• Under-5 mortality rate 172 (1990)
per 1,000 live births 80 (2004)

• Adult literacy rate 35.6% (1993)
50.1% (2004)

• Population in 7.8% (1990)
urban areas 7.8% (2005)

• Population with 52% (2002)
access to improved
drinking water sources

Sources: ADB. 2006. Basic Statistics 2006. Manila.
ADB Statistical Database System.
UNDP. 2006. Timor-Leste HDR 2006: Path Out
of Poverty.

www.adb.org/timor-leste



ADB has also funded high-impact and highly influential
advisory services for petroleum fiscal management and for
the Government’s sector investment program exercise.

Alone among donors, since 2003 ADB has gone beyond
the capital city of Dili to deliver public sector management
training to hundreds of district officials. The last TFET-funded
project will be completed in November 2006, by when ADB
will have implemented about $55 million of TFET project
funding.

ADB’s own-funded program has already begun,
continuing the focus on infrastructure as TFET winds down.
Timor-Leste is eligible for almost $4 million in Asian
Development Fund (ADF) IX development grants per year
(40% of its overall ADF IX allocations). ADF IX grants and the
Government will finance a national roads rehabilitation project
($12.5 million in total) and a city water supply and sanitation
project ($7 million in total) in Dili. ADB will continue to provide
about $1 million of TA each year in support of infrastructure
and institutional development. ADB is leveraging its
infrastructure project funding by supporting sector policy and
planning, resource mobilization and coordination, and design
and implementation.

The Country Strategy and Program Update for 2006–2008
can be found at www.adb.org/Documents/CSPs/TIM/2005/.

Impact of Assistance
As a post-conflict country, Timor-Leste’s development situation
until recently has been distinct from most of ADB’s developing
member countries. Early projects administered by ADB were
designed to benefit rural and urban populations whose first
priority was security amid fears that returning militia would fill
authority “vacuums.”

People used to subsidized public services and products,
such as kerosene, under decades of Indonesian rule saw these
vanish, along with employment opportunities associated with
the large Indonesian public sector. Roads in this mountainous
and geologically unstable country rapidly deteriorated,
hampering relief efforts and the transport of goods from farm
to market, and irrigation systems introduced during the
Indonesian times quickly failed. The development challenge
was, therefore, not so much poverty reduction per se, but
avoiding the catastrophe of dramatically worsening poverty
in a young nation.

In the context of this emergency period, early TFET
projects were designed to help fill the authority vacuum and
had demonstrable impacts on arresting the poverty spiral.
Public investment projects—mostly water supply and
sanitation—were undertaken in towns and remote villages;
basic public services were restored where infrastructure either
had been destroyed or operations discontinued; and roads



were kept open to allow the free movement of goods, people,
and security forces. Part of the Dili port was also rehabilitated
to handle larger volumes of incoming freight.

But sustaining benefits beyond the emergency period had
been less successful. Completion and audit reports on these
grants show that many community-managed water supply
and sanitation systems and most community-managed
electricity systems have either stopped or are operating at
service levels lower than intended.

The Government is newly committed to reengaging in the
delivery of basic services in rural areas, and programs are being
prepared to help communities manage water and electricity
systems. Likewise, communities and the Government have been
unable to properly maintain roads, although the national
network remains intact. Of a different nature, the ADB-
administered Microfinance Development Project continues to
reduce poverty. TFET capitalized the Microfinance Institute of
Timor-Leste (IMFTL) as a quasi-bank. Although the project has
closed, ADB continues to provide oversight and IMFTL is
operating successfully, with 3,800 loan accounts totaling
almost $2 million and a low portfolio-at-risk rate of 4.8%.

Future Directions
Guiding all its activities in Timor-Leste during 2006–2008,
the Country Strategy and Program Update (CSPU) was ADB’s
first results-based CSPU when approved in 2005. The sharply
focused program continues support in the roads and water
supply and sanitation sectors, together with a series of linked
TA projects to strengthen the Government’s roads and water
agencies.

While Timor-Leste remains disinclined to borrow, ADF
development grants constitute ADB’s main transfers at about
$4 million per year during the ADF IX period. TA is programmed
at about $1 million per year and will help leverage ADB’s
development funding by supporting infrastructure sector policy
and planning, resource mobilization and coordination, and
design and implementation.

Operational Challenges
While Timor-Leste has a state machinery in place, as envisaged
in the constitution, most government institutions are still weak.
With ADB’s focus on improving infrastructure services to foster
economic development and reduce poverty, operation and
maintenance is probably the biggest operational challenge.
The most pressing question is how to achieve a balance
between the minimum required stock of infrastructure assets
and the capacity of the country to properly operate and
maintain them. Strong political leadership in the reorganized

government is committed to sector reform to underpin
organization development in these areas.

Private sector participation is welcome in Timor-Leste.
Telecommunication services are provided under a build-
operate-transfer arrangement and electricity is provided under
a management contract. ADB and the Government will also
work on private sector opportunities for water supply and
sanitation and transport.

Partnership
The results-based CSPU links directly and specifically to the
National Development Plan and Poverty Reduction Strategy to
ensure a strong and effective partnership with the Government.

The partnership is strengthened by ADB’s financial
capacity and willingness to respond to critically important
requests from the highest levels of government, for example,
by providing world-class advisory services on petroleum fiscal
management and on public expenditure management. ADB
and the World Bank cooperate particularly well in Timor-Leste.

ADB cooperates with civil society organizations in
Timor-Leste to strengthen the effectiveness, quality, and
sustainability of the services it provides. For example, under
Phase II of the Water Supply and Sanitation Rehabilitation
Project, a nongovernment organization was engaged to
implement information, education, and communication
programs, community mapping, and problem solving/conflict
resolution associated with water and sanitation programs.



Contacts
Special Office in Timor-Leste
ADB-World Bank-IMF Building
Avenida Dos Direitos Humanos
P.O. Box 62, Dili, Timor-Leste
Tel +670 332 4801
Fax +670 332 4132
www.adb.org/About/SOTL

ADB Headquarters
6 ADB Avenue, Mandaluyong City
1550 Metro Manila, Philippines
Tel +63 2 632 4444
Fax +63 2 636 2444
information@adb.org

Ministry of Planning and Finance
Government Building 5, Dili, Timor-Leste
Tel +670 333 9510/331 2886
Fax +670 332 1339

Useful ADB websites
Asian Development Bank
www.adb.org

Country website
www.adb.org/timor-leste

Asian Development Outlook
www.adb.org/Documents/Books/ADO/
2006/documents/tim.pdf

Annual Report
www.adb.org/Documents/reports/
annual_report/2005/
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About Timor-Leste and ADB
Timor-Leste is the 33rd largest shareholder among regional members
and the 41st largest shareholder overall.

ADB Membership
Joined 2002
Shares held 350 (0.010%)
Votes 13,737 (0.311%)

Sibtain Fazal Halim is the Executive Director and Marita Magpili-
Jimenez is the Alternate Executive Director representing Timor-Leste
on the ADB Board of Directors.

The Special Office in Timor-Leste (SOTL) was opened in 2000 and
provides the primary operational link between ADB and the government,
private sector, and civil-society stakeholders in its activities. SOTL engages
in policy dialogue and acts as a knowledge base on development issues
in Timor-Leste.

Charles Andrews is the Resident Representative of SOTL.

The Timor-Leste government agency handling ADB affairs is the Ministry
of Planning and Finance.

About the Asian Development Bank
ADB is dedicated to reducing poverty in the Asia and Pacific region
through pro-poor sustainable economic growth, social development,
and good governance. Established in 1966, it is owned by 66 members—
47 from the region. In 2005, ADB operations totaled $7.4 billion
in loans, equities, guarantees, grants, and technical assistance.
With headquarters in Manila, ADB has 26 offices around the world
and more than 2,000 staff from over 50 countries.

Cofinancing and Procurement
For every US dollar lent by ADB in Asia and the Pacific during 2005, cofinancing operations brought in an additional $1.27.
ADB’s cofinancing operations enable its development partners—governments or their agencies, multilateral financing
institutions, commercial organizations, and export credit agencies—to join ADB in financing lending to developing members.
Such additional funds are provided in varying forms of grants, guarantees, or loans.

A summary of procurement contracts awarded to companies and consultants for goods and related services, civil works,
and consulting services can be found at www.adb.org/Documents/Fact_Sheets/Timor-Leste/procurement.asp.

In this publication, “$” refers to US dollars.
Data are as of 31 July 2006 unless otherwise indicated. Fact sheets are updated annually in April.
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