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I. INTRODUCTION 

1. This final review assesses the performance of the Asian Development Bank’s (ADB’s) 
country strategy for Timor-Leste for 2006–2010. The review examines the country strategy’s 
positioning, relevance, efficiency, effectiveness, sustainability, and development impacts. Key 
lessons affecting performance are identified, along with follow-up actions that will improve the 
design and implementation of the next country strategy. As a country partnership strategy (CPS) 
is yet to be prepared for Timor-Leste, the final review assesses the country strategy and the 
results framework for 2006–2010 provided by the country program and strategy update 2006–
2008 and the country operations business plan 2008-2010.1 

II. ASSESSMENT OF THE COUNTRY STRATEGY PERFORMANCE 

A. Strategic Positioning 

2. The strategic positioning of the country strategy is rated HIGHLY SATISFACTORY. ADB 
concentrated on core areas of ADB specialization, focused on the government of Timor-Leste’s 
development priorities, and harmonized assistance with support from other development 
partners. Resource allocation followed the priorities of the country strategy results framework. 

3. ADB’s engagement in Timor-Leste has been selective, to avoid spreading ADB’s 
resources too thinly or overlapping with support from other members of a large and diversified 
group of development partners.2 Consequently, the country strategy addressed a subset of the 
five core specializations and five drivers of change established for ADB under Strategy 2020.3 
Specifically, the country strategy focused support on two of ADB’s core specializations: 
infrastructure and the finance sector. The outcomes targeted by ADB’s assistance during 2006–
were: (i) the improved availability of efficient, cost-effective, and financially sustainable transport 
infrastructure to increase connectivity and thus supported social and economic development; (ii) 
improved water supply for urban residents and businesses; and (iii) improved access to credit 
for private investment and working capital. 

4. These outcomes aligned with the government’s development priorities, as established in 
the 2002 National Development Plan and subsequently through the National Priorities process 
(Appendix 1). ADB assistance for transport and water infrastructure supported the economy and 
basic service delivery, indirectly addressing the development priorities of employment and 
income generation, rural development and food security. The relevance of these priorities was 
reinforced by the political, humanitarian and security crisis of 2006. Poverty, youth 
unemployment and a lack of opportunity were identified as important contributors to the crisis 
(Appendix 1). The National Development Plan had anticipated a shift over the medium term 
towards infrastructure development. This shift saw road and water infrastructure elevated to 
become the government’s highest development priority by 2010. The country strategy ensured 
that ADB was well positioned to respond to this shift. 

                                                
1
  ADB. 2005. Country Strategy and Program Update: Democratic Republic of Timor-Leste, 2006–2008. Manila 

(September); ADB. 2007. Country Operations Business Plan: Democratic Republic of Timor-Leste, 2008–2010. 
Manila (September). 

2
  More than 40 development partners were active in Timor-Leste during 2006–2010. In 2006, ADB did not rank 

among the 10 largest external agencies supporting Timor-Leste in terms of resource transfers. 
3
  ADB. 2008. Strategy 2020: The Long-Term Strategic Framework of the Asian Development Bank 2008–2020. 

Manila. 
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5. The strategic priorities of the country strategy for 2006–2010 provided continuity in 
ADB’s assistance to Timor-Leste. From 1999 to 2005, ADB focused on the emergency 
rehabilitation of infrastructure, funded through the multi-donor Trust Fund for East Timor.4 ADB 
implemented $48.3 million in trust fund projects covering urban and rural power, national roads, 
ports, and water and sanitation.5 An additional $4.0 million in trust funds was used to establish 
and capitalize the Institute for Microfinance in Timor-Leste (IMTL). 

6. The country strategy for 2006–2010 was underpinned by an understanding with the 
government that ADB would help coordinate capacity development and investment 
programming across infrastructure, and help mobilize financial resources for infrastructure 
investment. ADB’s infrastructure focus was widely understood by development partners, and 
this facilitated the harmonization of ADB operations with those of development partners. 
Harmonization was assisted by the National Priorities process established by the government in 
2008. ADB was a member of the infrastructure working group, one of seven working groups 
under this process, that provided a vehicle for coordinating development partners’ support for 
infrastructure.  

7. Harmonization was further assisted by operational understandings reached within 
sectors. Specifically, ADB and the Japan International Cooperation Agency (JICA) were 
identified as the principal partners for national roads, while the European Union and the 
Australian Agency for International Development (AusAID) were the principal partners for rural 
roads. In the water supply and sanitation subsector, ADB and JICA addressed urban water 
supply, while AusAID and the United States Agency for International Development addressed 
water supply. In the finance sector, ADB focused on building IMTL while other development 
partners supported smaller microfinance agencies. 

8. Resource allocation followed the strategic priorities of the country strategy. Infrastructure 
accounted for all of the $74.0 million in grants approved or implemented during 2006–2010, and 
for $19.7 million of the $23.3 million in technical assistance (TA) approved or implemented 
during the period (Appendix 2). A TA for $0.5 million was approved to improve access to 
finance, and was supplemented by support under a regional facility for private sector 
development.6 Most resources were allocated to road transport, followed by water supply and 
sanitation. The weighting of resources towards infrastructure was appropriate because of the 
need to fund civil works, and the lower cost required to support the knowledge-intensive finance 
sector. 

                                                
4
  ADB support commenced in 1999. Assistance was conveyed through the United Nations Transitional Authority in 

East Timor prior to Timor-Leste’s joining ADB on 24 July 2002. 
5
  ADB. 2000. Report on a Project Grant from the Trust Fund for East Timor to the United Nations Transitional 

Administration in East Timor for the Emergency Infrastructure Rehabilitation Project. (Grant 8181-TIM). Manila; 
ADB. 2002. Report on Supplementary Funding from the Trust Fund for East Timor for the Emergency Infrastructure 
Rehabilitation Project (Phase 2). (Grant 8198-TIM). Manila; ADB. 2000. Report on a Project Grant from the Trust 
Fund for East Timor to the United Nations Transitional Administration in East Timor for the Water Supply and 
Sanitation Rehabilitation Project. Manila; ADB. 2001. Report on a Project Grant from the Trust Fund for East Timor 
(to be Administered by the Asian Development Bank) to East Timor (as Administered by the United Nations 
Transitional Administration in East Timor) for the Water Supply and Sanitation Rehabilitation Project (Phase 2). 
Manila. 

6
  ADB. 2006. Technical Assistance for Pacific Private Sector Development Initiative. Manila (TA 6353-REG); ADB. 

2009. Technical Assistance for Pacific Private Sector Development Initiative (Phase 2). Manila (TA 7430-REG). 
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9. ADB also allocated resources to the drivers of change toward good governance and 
capacity development. Notably, more than $1 million in TA was approved to support a training 
institute for public servants. ADB contributed to economic dialogue central to investment 
planning and approved a TA for public financial management. This support complemented 
ADB’s commitment to infrastructure development. The role of such complementary support was, 
however, not highlighted in the country strategy. 

B. Program Relevance 

10. The country strategy is rated RELEVANT. The design of key grant and TA projects was 
highly relevant and technically adequate to address key sector issues. 

11. The 2006–2010 country strategy identified key sector issues as: 

(i) transport infrastructure: weak institutional capacity, lack of plans or planning 
capability, inadequate maintenance of the existing road network, and weak local 
contractor capability and contractual arrangements; 

(ii) water supply infrastructure: weak institutional capacity in the water and sanitation 
service; existing but incomplete water supply systems in the capital, Dili, and 
other urban areas, featuring reasonable water production, transmission, and 
primary distribution, but poor secondary and tertiary distribution; and the lack of 
legal, regulatory, and institutional frameworks; and  

(iii) access to finance: inadequate credit available for small businesses, especially in 
rural areas and for women, and poor information on credit worthiness and 
collateral. 

12. ADB’s program progressively re-oriented over 2006–2010 to address these issues. 
Notably, project designs paid progressively more attention to capacity development. ADB’s 
initial assistance to Timor-Leste concentrated on the emergency rehabilitation of infrastructure. 
This was conducted within the tight confines of a post-conflict environment led by a newly 
formed public administration with emerging human and financial capacity. The country strategy 
for 2006–2010 was designed to support a consolidation phase. Capacity development was 
emphasized so that government agencies would build the capacity to continue the rehabilitation 
of infrastructure and to maintain the assets. 

13. The main TA designed over the 2006–2010 period, the Infrastructure Project 
Management TA, initiated a comprehensive, long term program of support to build the capacity 
of infrastructure agencies and their staff.7 Support initially concentrated on a gap-filling role to 
prepare capital expenditure projects for implementation and facilitate procurement. The TA was 
designed to better deliver an elevated level of public works, while at the same time building 
capacity through on-the-job training and hands-on technical assistance (e.g., by developing 
skills in procurement, project and contract management, supervision, and financial 
management). Support was to progress beyond gap filling to more systematic capacity building. 
At the request of the government, the emphasis on capacity building was brought forward 
through progressive re-design during implementation, including through the establishment of an 
overseas scholarship program. 

                                                
7
   ADB. 2007. Technical Assistance to the Democratic Republic of Timor-Leste for Infrastructure Project 

Management. Manila (TA 4942-TIM, May). 
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14. The 2005 Road Sector Improvement Project had initiated the transition of ADB 
assistance in the subsector beyond emergency work.8 The project rehabilitated longer stretches 
of road than previously and initiated a larger role for local communities through labor-intensive 
maintenance. Attention was paid to sector planning, with roadworks selected from among high-
priority roads identified in a 5-year road strategy and program developed with ADB TA support 
in 2005 and adopted by the government in 2006.9 A sector approach allowed the government to 
expand its lead role and ADB resources to be used flexibly. 

15. The 2009 Road Network Development Sector Project continued the transition.10 It was 
designed to initiate the implementation of a 10-year plan for the core road network developed 
with the support of ADB TA.11 The project is addressing the lack of sustainability in maintenance 
by facilitating a move away from stand-alone maintenance contracts. A road maintenance 
program will be established through the development of the policy framework, and of 
programming and implementation capacity. Funds are allocated for the initial maintenance 
program. The project is also designed to address weaknesses in the capacity of local 
contractors. It provides contract packages appropriate for small national contractors, and will 
train them in road maintenance technology, bidding, contracting, and project management. 

16. The project is complemented by the Our Roads Our Future Project.12 This will establish 
a model for community participation in rehabilitating, maintaining rural feeder roads and small-
scale community infrastructure in areas supported by the Road Network Development Sector 
Project. The project will develop small community contractors and strengthen the capacity of 
local administrations in project management (including financial and contract management), and 
basic engineering and supervision. 

17. Regarding water, the Dili Urban Water Supply Sector Project addresses the incomplete 
water supply system in selected areas of Dili with an emphasis on improving tertiary 
distribution.13 The project was designed to be a model that could be replicated across the 
remainder of Dili and in other urban areas. It was complemented by the Dili Water Supply 
Performance Improvement TA that addressed constraints in the policy framework (e.g., 
insufficient demand management and excessive non-revenue water) and improved the capacity 
of the water and sanitation service in business planning, management, and reporting.14 

                                                
8
 ADB. 2005. Report and Recommendation of the President to the Board of Directors: Proposed Asian Development 

Fund Grant to the Democratic Republic of Timor-Leste for the Road Sector Improvement Project. Manila (Grant 
0017-TIM). 

9
 ADB. 2001. Technical Assistance to East Timor for Transport Sector Improvement.. Manila (TA 3731-TIM). 

10
  ADB. 2009. Report and Recommendation of the President to the Board of Directors: Proposed Asian Development 
Fund Grant to the Democratic Republic of Timor-Leste for the Road Network Development Sector Project. Manila 
(Grant 0180-TIM, October). 

11
  ADB. 2008. Technical Assistance to the Democratic Republic of Timor-Leste for Preparing the Road Network 
Development Project. Manila (TA 7100-TIM). 

12
  ADB. 2009. Grant Assistance to Timor-Leste for Our Roads Our Future: Supporting Local Governance and 
Community-Based Infrastructure Works. Manila (Grant 9142-TIM, financed by the Japan Fund for Poverty 

Reduction). 
13

  ADB. 2007. Report and Recommendation of the President to the Board of Directors: Proposed Asian Development 
Fund Grant to the Democratic Republic of Timor-Leste for the Dili Urban Water Supply Sector Project. Manila 
(Grant 0100-TIM, November). 

14
  ADB. 2006. Technical Assistance to the Democratic Republic of Timor-Leste for Dili Water Supply Performance 
Improvement. Manila (TA 4689-TIM, November). 
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18. Access to finance was supported through TA for Strengthening Microfinance Operations. 
This was designed to assist the continued expansion of IMTL, with a focus on microfinance in 
rural areas and for women. 

19. A key design issue in reorienting ADB support was the difficulty of capacity 
development. The transition to a capacity-development role was complicated by the political, 
humanitarian and security crisis of 2006 and the instability that followed (Appendix 1). ADB’s 
lack of a track record in providing such assistance to Timor-Leste meant there was little direct 
country experience to build on. Most project design work was undertaken by sector experts, 
rather than by capacity-building specialists, and without the benefit of detailed evaluations of 
needs and barriers to change. These factors may have contributed to project designs that were 
overly optimistic about the rate and extent of change in government agencies and individual 
staff. 

C. Efficiency 

20. The country strategy is rated LESS EFFICIENT. The economic internal rate of return 
from the portfolio is above the 12% threshold and most TA projects were successful. ADB’s 
program is, however, subject to delays and economic rates of return have been below initial 
estimates. There were some gaps in monitoring and evaluation countrywide. 

21. The Emergency Infrastructure Rehabilitation Project (Phase 2) was completed 38 
months behind the original schedule, and the Road Sector Improvement Project was completed 
15 months behind the original schedule. Progress in implementing the Dili Urban Water Supply 
Sector Project is slower than planned, and TA for Infrastructure Project Management will require 
an extension to accommodate the government’s request to establish a scholarship program. 

22. In some cases, delays resulted from the crisis of 2006 and its aftermath. This was a key 
cause of delay in completing the Road Sector Improvement Project.15 Other causes of delay 
beyond the control of ADB included (i) unexpected internal restructuring (e.g., TA for 
Infrastructure Project Management was delayed when three infrastructure agencies were 
merged); (ii) changes in the government’s investment programming following the 2007 election; 
(iii) a shortage of national firms capable of undertaking civil works, and in some cases, (iv) slow 
processing in government agencies (e.g., in procurement and appointing counterpart staff). 
Projects were also delayed by under-estimation of the complexity of agency reform, the high 
demand on government staff arising from the activities of multiple development partner activities, 
and communication gaps between executing agencies and assistance teams. In some cases, 
projects were delayed by the replacement of consultants and language barriers. 

23. The Emergency Infrastructure Rehabilitation Project–Phase 2 was rated LESS 
EFFICIENT, as its estimated economic internal rate of return of 10.6% was slightly below the 
threshold of 12%.16 The Road Sector Improvement Project was rated EFFICIENT. Slower-than-
expected traffic growth cut the economic internal rate of return from the 24.1% estimated at 
appraisal to 16.1%. Delays in implementation may cause the economic internal rate of return of 
of the Dili Urban Water Supply Sector Project to fall below initial estimates. Taking into account 

                                                
15

  ADB. 2010. Project Completion Report: Road Sector Improvement Project. Manila (Grant 0017-TIM, November). 
16

  This estimate assumes roads would have been out of use for 1 month a year in the absence of ADB assistance 
(ADB. 2010. Performance Evaluation Report: Democratic Republic of Timor-Leste Emergency Infrastructure 
Rehabilitation Project (Phases 1 and 2). Manila (December)). If, as argued in the project completion report, roads 

would have been out of service for much of the 6 month rainy season in the absence of ADB assistance, the 
economic internal rate of return would have exceeded the threshold. 
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the high economic internal rate of return likely from the Road Network Development Sector 
Project, overall the projects approved and implemented during 2006–2010 are likely to generate 
a combined economic internal rate of return well above the threshold. 

24. There was no tracking of performance against the country strategy results framework, 
and the country operations business plan 2008–2010 adopted the earlier results framework 
without a thorough update.17 This reduced the value of the results framework as a guide to 
whether ADB was achieving development results. Project and TA completion reports, 
evaluations, and monitoring reviews were generally able to report performance against design 
and monitoring frameworks. This assisted monitoring and evaluation at the sector level. In some 
cases, however, design and monitoring frameworks were not well suited for use as 
management tools (e.g., because the indicators proved hard to update). 

D. Effectiveness 

25. The country strategy is rated EFFECTIVE, with most key outcome targets of the country 
strategy results framework achieved. 

26. The country strategy had the following outcome targets: 

(i) transport infrastructure: 360 kilometers (km) of main roads and bridges 
rehabilitated to and maintained in satisfactory condition, and transport costs 
(vehicle operating costs plus travel time) on main roads reduced by 15%; 

(ii) water infrastructure: 40% of Dili residents and businesses connected to 24-hour 
piped water and 30% of residents in district towns with access to clean water; 
and 

(ii) access to credit: (a) increased number of microfinance institutions, in both rural 
and urban areas, (b) increased coverage by commercial banks in both rural and 
urban areas, (c) increased lending for private investment and working capital; 
and (d) increased access to credit for women and youths. 

27. The outcome targets for transport infrastructure were partly achieved (Appendix 3). 
Road works were undertaken on about 360 km of main roads. Only 98 km of roads were, 
however, fully rehabilitated. The small pool of ADB resources meant only limited rehabilitation of 
selected drainage and slope protection works was undertaken on 267 km of roads. The targeted 
decrease in transport costs was achieved on rehabilitated roads. 

28. The key outcome targets for water infrastructure and access to credit were achieved. 
The targets for coverage of water connections were met, though it is not possible to confirm that 
water supply is available on a 24-hour basis. IMTL’s expansion continued, from three branches 
in 2004 to eight branches in 2010 and lending growth from $1.0 million in 2004 to $5.3 million in 
2009, contributing to increased microfinance coverage. Loans to women accounted for 55% by 
number and 36% by value. Commercial banks expanded their branch coverage and increased 
overall lending. ADB, however, had no involvement in commercial banking. 

29. The country strategy results framework established milestones and intermediate targets 
to track progress toward the country strategy outcomes. About half of these milestones and 
indicators were achieved or partly achieved (Appendix 3). Many of the milestones and 

                                                
17

  A thorough update was to be provided through preparation of a country partnership strategy. Preparation of the 
strategy was, however, deferred given delays in release of the government’s development plan. 
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intermediate targets not achieved were overoptimistic or were not needed to meet the outcome 
targets. 

30. The TA program provided an effective complement to the grant program. Most TA 
projects were rated SUCCESSFUL. Of the TA projects with performance ratings, one was 
HIGHLY SUCCESSFUL, four were SUCCESSFUL, and one was PARTLY SUCCESSFUL 
(Appendix 2). Of the 16 TA projects approved or implemented during 2006–2010, nine 
supported infrastructure by addressing sector planning, building agency and individual capacity, 
and preparing infrastructure projects. Cross-sectoral issues important to infrastructure 
management were addressed by six other TA projects, notably by developing training regimes 
for civil servants and improving public sector management. TA provided to the finance sector 
successfully helped continue the development of IMFTL. 

E. Sustainability 

31. Country strategy sustainability is rated LESS LIKELY, because of a possible shortage of 
recurrent cost financing, gaps in operation and maintenance practices and capacity, and 
uncertain ownership of key reforms. This represents a continuation of the key weakness noted 
in the emergency infrastructure projects funded through the Trust Fund for East Timor 
(Appendix 4). 

32. The annual maintenance need for national and major district roads has been estimated 
at between $20 million and $30 million in 2009 prices.18 This is substantially above recent 
allocations for road maintenance, as the 2010 budget provided $1.5 million for road 
maintenance, and annual expenditure averaged $1.8 million from 2004 to 2009.19 Under the 
Road Network Development Sector Project, the government committed to increasing the road 
maintenance budget to at least $4 million in 2010 (about the cost of maintaining the 230 km to 
be rehabilitated by the project) and to increase the budget by at least 30% annually until road 
maintenance needs were fully satisfied. The 2010 budget fell short of meeting this commitment, 
but the 2011 budget has met it with an allocation of $5.3 million. The 2011 increase in funding 
for maintenance will need to continue to ensure the sustainability of ADB-supported roadworks. 

33. The Dili Urban Water Supply Project targeted reducing the nonrevenue water ratio (i.e., 
the share of water supplied but not charged) for Dili from 100% in 2007 to 40%–50% by the end 
of 2010. Key initiatives to undertake were reintroducing charges, reducing unofficial 
connections, and establishing a demand-management taskforce. The changes were considered 
essential to reducing demand for water to sustainable levels and providing the funding needed 
to rehabilitate, operate, and maintain the water system. The nonrevenue water ratio remained, 
however, close to 100% at the end of 2010, and the demand-management taskforce began 
operating only in late 2010.20 

34. ADB’s strategy for water infrastructure over 2006–2010 relied on the potential benefits of 
establishing an independent water utility, which has yet to happen. The Ministry of Infrastructure 
carried much of the responsibility for implementing reform. The ministry’s water and sanitation 
service is responsible for operating all public urban and rural water supply systems, and it 

                                                
18

 ADB. 2009. Report and Recommendation of the President to the Board of Directors: Proposed Asian Development 
Fund Grant to the Democratic Republic of Timor-Leste for the Road Network Development Sector Project. Manila 
(Grant 0180-TIM, October, p. 34). 

19
 ADB. 2010. Performance Evaluation Report: Democratic Republic of Timor-Leste Emergency Infrastructure 
Rehabilitation Project (Phases 1 and 2). Manila (p. 23, December). 

20
 GHD. 2010. Final Report for the Dili Water Supply Performance Improvement. Prepared for ADB TA 4869-TIM. Dili. 
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implements a range of development partner activities employing their own systems and 
procedures. Staff of the water service, particularly senior management, are heavily overworked. 
The management of the ministry, who would need to lead reform, also carries a heavy 
workload. There is little potential for locally engaging additional personnel to assist. Thus, while 
the proposed organization reform is a desirable long-term aim, its additional demands were 
beyond available capacity. 

35. In contrast, ADB’s contribution to access to finance is likely to be sustainable. IMTL is a 
profitable, self-sufficient agency with a well established loan portfolio and low non-performing 
loan ratio. It is in the final stages of converting from a quasi-commercial bank into Timor-Leste’s 
first locally owned commercial bank. 

36. The changes required for sustainability in infrastructure are potentially achievable. 
Revenue from offshore petroleum development provides the government with the financial 
capacity to adequately fund infrastructure development and maintenance, and substantial funds 
have been set aside (notably through the Infrastructure Fund established in January 2011). 
Residents of Dili and other major urban areas have an ability to pay for water, but confidence in 
the water service needs to be built among users, however, before charges can be introduced. 

F. Development Impacts 

37. Development impacts are rated PARTLY SATISFACTORY. 

38. Timor-Leste has made good progress in raising living standards, with many key 
development indicators having improved substantially. Progress in the infrastructure sector, 
however, lags. A road survey conducted in 2008 found that only 8% of core roads were in fair 
condition, 22% in poor condition, and 70% in very poor condition. 21  The 2009–2010 
Demographic and Health Survey found only slow improvement in water infrastructure.22 The 
slow progress in infrastructure is a deepening constraint on economic development.  

39. The lagging state of infrastructure points to low development impacts from ADB support. 
This reflects the relatively small resource envelope available for Timor-Leste and the slower-
than-planned implementation of ADB assistance. Progress has been relatively better in 
microfinance, through support for IMTL. 

G. ADB and Borrower Performance 

40. ADB and borrower performance is rated SATISFACTORY.  

41. ADB has actively participated in aid coordination, attending annual and quarterly (then 
semiannual) coordination meetings led by the government. ADB has been able to build strong 
relationships, including cofinancing arrangements, in the major sectors where it is active (e.g., 
Infrastructure Project Management is cofinanced by a $15 million grant from the AusAID, and 
ADB is preparing the next phase of roadworks in cooperation with the JICA and the World 
Bank). Increased support for ADB’s Special Office in Timor-Leste, including the posting there of 
an infrastructure specialist, has been important to strengthening operations. ADB is 
acknowledged as a leading development partner in infrastructure and a source of knowledge on 

                                                
21

 ADB. 2008. Technical Assistance to the Democratic Republic of Timor-Leste for Preparing the Road Network 
Development Project. Manila. 

22
 National Statistics Directorate. 2020. Timor-Leste Demographic and Health Survey 2009–10. Dili: Ministry of 
Finance (November). 
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key development issues. 

42. The government has actively led development partner coordination and demonstrated its 
commitment to international agendas such as the Millennium Development Goals, Paris 
Declaration on Aid Effectiveness, Accra Agenda for Action, and International Dialogue on 
Peacebuilding and Statebuilding. 23  There have been delays in preparing a new strategic 
development plan, but the previous national plan and the follow-on national priorities process 
provided an effective framework for designing and implementing the country strategy in support 
of Timor-Leste’s development needs. The government has been active in formulating projects 
and TA and has generally complied with project covenants and provided counterpart funding on 
a timely basis. 

H. Overall Assessment 

43. The overall performance of the country strategy is rated PARTLY SUCCESSFUL. The 
country strategy was well positioned and relevant, and implementation was effective. It ensured 
that ADB assistance targeted development priorities and areas of comparative advantage. ADB 
and borrower performance are rated SATISFACTORY. There were, however, shortfalls in 
efficiency, sustainability and achieving development impacts. Key factors contributing to 
shortfalls in performance were (i) the political, humanitarian and security crisis of 2006 and its 
aftermath, which slowed the implementation of existing activities and the preparation of new 
assistance, and (ii) an under-estimation of the complexity of the transition from providing 
emergency assistance, and in particular the demands of building capacity in government 
agencies and individual staff. 

III. KEY LESSONS AND RECOMMENDATIONS 

44. ADB’s strategic directions in Timor-Leste are sound. ADB is well placed to help Timor-
Leste fast track the achievement of its development priorities. Valuable lessons on what works 
have been gained in sectors that will be important to Timor-Leste over the medium term. This 
experience provides a platform on which sustainable development impacts can be achieved. 
Long-term engagement is essential to achieving results, given the considerable time required to 
understand the environment and establish efficient and effective modes of engagement.  

45. The concentration of ADB’s support in few sectors has been important to making the 
best use of limited resources. Resources has been allocated, with good effect, to addressing 
cross-sectoral issues that have a bearing on sector activities, such as national planning, 
budgeting, and procurement policy. Any broadening of ADB’s engagement needs to be 
approached with care, and continued engagement in those crosscutting issues critical to the 
infrastructure and access to finance would be constructive. 

46. The main aspect of ADB’s engagement requiring attention is sustainability. The 
challenges faced in building capacity are central to the sustainability issue. More attention 
needs to be paid to building capacity. The extended focus on emergency infrastructure works 
has delayed a focus on capacity development in infrastructure. There has been considerable 
evolution in the capacity development programs elsewhere in Timor-Leste, and it is important to 
learn from this experience. Doing so will help ensure the adoption of best practice approaches 
in infrastructure.  

                                                
23

 Notably, Timor-Leste hosted the April 2010 meeting of the International Dialogue on Peacebuilding and 

Statebuilding, which formulated the Dili Declaration (available at www.pbsbdialogue.org). 
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47. Practical lessons to apply in building capacity include the importance of (i) avoiding over 
burdening government staff, (ii) drawing on independent technical evaluations of agency 
needs,24 (iii) defining roles (e.g., training, mentoring, gap filling) to clarify expectations for a 
position and to match potential candidates to roles, 25  (iv) having an exit strategy when 
committing to provide long term gap filling, (v) enhancing the role of national consultants, and 
(vi) linking the work plans of advisers to mutually agreed capacity indicators.26 

48. Recent experience suggests that a more gradual approach is required to build capacity, 
based on realistic planning of the steps required to achieve target impacts. Such an approach 
should be applied at both the agency and individual level. Designs that allow for a sequencing of 
actions as part of a long term plan warrant close consideration. To ensure that basic 
infrastructure services are delivered, the acceptance of a more gradual approach would need to 
be accompanied by a willingness to adopt a gap filling role while internal capacity is built. 

49. Closer attention should be paid to optimizing the use of capacity within government 
agencies. This is likely to include paying more attention to strengthening core functions, while 
supporting the outsourcing of non-core functions. 

50. Sector approaches have helped allow the government to progressively expand its 
leadership role and provided the flexibility to respond to changing circumstances and thereby 
remain relevant. 

51. Managing for development results requires closer attention to the country strategy 
results framework. Future result frameworks need to ensure that targets are relevant and can be 
readily monitored. Implementation delays need to be anticipated and addressed as early as 
possible. Closer tracking of project implementation would help in this regard. 

52. A final lesson is the importance of being able to adapt to any deterioration in the security 
or political environment. ADB provides assistance in areas that can ease the underlying causes 
of civil unrest, and can make an important contribution when conditions deteriorate by helping to 
ensure continuity in the supply of basic infrastructure services. 

                                                
24

  United Nations Security Council. 2006. Report of the Secretary-General on Timor-Leste Pursuant to Security 
Council Resolution 1690 (2006). S/2006/628. New York (p. 27, August). p. 27. 

25
  Australian Agency for International Development. 2007. Technical Assistance and Capacity Building. Discussion 
Paper (Timor-Leste). Canberra (June). 

26
  Insights are provided in the Pacific Department’s capacity development studies (as summarized in ADB. 2008. 
Pacific Choice: Learning from Success. Capacity Development Series. Manila), and the capacity development 
checklist developed through country studies. 
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COUNTRY DEVELOPMENT TRENDS AND ISSUES 

A. Recent Political and Social Developments 

1. The country strategy and program update, 2006–2008 was prepared against the 
background of improving security and progress toward a threshold of self sufficiency.1 The 
peacekeeping operation, the United Nations Transitional Administration in East Timor, exercised 
administrative authority during the transition to independence. A follow-on peacekeeping 
operation, the United Nations Mission of Support in East Timor, was established following 
independence in May 2002 and the formation of the Democratic Republic of Timor-Leste. The 
mission gradually handed over its executive authority for external and internal security to the 
Government of Timor-Leste, and peacekeeping operations ended in May 2005. At that time, the 
United Nations established a new political mission, the United Nations Office in Timor-Leste. 
This political mission supported the development of critical state institutions and the police, 
providing training in the observance of democratic governance and human rights. Continued 
progress underpinned plans for ending the mandate of the office in May 2006 and commencing 
a sustainable framework for development assistance.

2
 

2. Tensions in the armed forces, however, contributed to a rapidly deteriorating security 
situation in the first half of 2006. This culminated in a political, humanitarian, and security crisis 
of major dimensions. Violence reached a peak in late May and early June 2006. At the request 
of the government, international forces entered the country on 26 May 2006. The President 
assumed responsibility for defense and national security at the end of May 2006, the Prime 
Minister since independence resigned in late June 2006, and a new government was installed in 
early July 2006. Serious violations of human rights during the crisis resulting in at least 37 
people killed, more than 150 injured, and some 150,000 displaced.3 

3. In response to a rapidly and unexpectedly deteriorating situation, the United Nations 
Security Council extended the mandate of the United Nations Office in Timor-Leste, ultimately to 
20 August 2006, and requested the secretary-general to re-strengthen the United Nations 
presence. The United Nations Integrated Mission in Timor-Leste was established with a far-
reaching mandate to help the country overcome the consequences and underlying causes of 
the 2006 crisis. The mission was to consist of civilians, including 1,600 police personnel, and 
military liaison and staff officers.4 International forces were requested to remain. 

4. On taking office in July 2006, the new President and Prime Minister highlighted the 
complex nature of the crisis. They pointed to its political, institutional, historical, social, and 
economic dimensions. Its underlying causes were identified as including the failure of the 
government to engage with the people, the unhealed wounds of the past, and high youth 
unemployment. The secretary-general of the United Nations echoed this assessment, noting 
that the crisis was far from resolved and that many of the underlying factors could be addressed 
only in the longer term. The secretary-general included among underlying causes of the crisis 
poverty and its attendant deprivations, high unemployment, and the lack of foreseeable 

                                                
1
 ADB. 2005. Country Strategy and Program Update: Timor-Leste, 2006–2008. Manila (September). 

2
 United Nations Security Council. 2005. End of Mandate Report of the Secretary-General on the United Nations 

Mission of Support in East Timor. S/2005/310. New York (May); United Nations Security Council. 2005. Progress 
Report of the Secretary-General on the United Nations Mission of Support in East Timor. S/2005/99. New York 
(February); United Nations Integrated Mission in Timor-Leste (http://www.un.org/en/peacekeeping/ 
missions/unmit/). 

3
 United Nations Security Council. 2006. Report of the Secretary-General on Timor-Leste Pursuant to Security 

Council Resolution 1690 (2006). S/2006/628. New York (August). 
4
 United Nations Integrated Mission in Timor-Leste (http://www.un.org/en/peacekeeping/missions/unmit). 

http://www.un.org/en/peacekeeping/missions/unmit)
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opportunities, pointing to the ongoing constraints the state faces in overcoming fundamental 
problems in governance and capacity development (footnote 3). 

5. Presidential and parliamentary elections were concluded successfully in June 2007, in a 
generally calm security environment. The Prime Minister installed in July 2006 was sworn in as 
the new President, and the outgoing President was installed as the Prime Minister of a coalition 
government. The political party that had formed the previous government moved into opposition. 

6. Despite the contribution of the international security presence, the security situation 
remained volatile, with rifts between the police and army continuing and rebel groups posing 
additional threats. In February 2008, a rebel group led by a former head of the military police 
carried out separate armed attacks on the President and Prime Minister, gravely wounding the 
President. In contrast with 2006, the serious challenge to law and order was managed without 
crisis. The United Nations secretary-general observed that the institutions of the state 
responded to the attacks in an appropriate and responsible manner.5 

7. In 2006, 65 refugee camps formed in and around the capital to house the internally 
displaced, who made up 15% of the population. The refugee camps progressively closed in 
2008 and 2009. All internally displaced people returned to their communities facilitated by 
payment schemes and community meetings held for re-integration and resettlement. The 
resettlement process and high international food prices in 2008 triggered the creation of cash-
transfer and pension schemes. State assistance in the form of pensions and subsidies are now 
paid to veterans, the disabled, the elderly, single mothers, and orphans. In 2008–2009, 187,587 
pensions were paid to vulnerable groups, and more than 300,000 Timorese have now received 
some type of humanitarian aid.6 

8. Partly in response to the events of 2006, Timor-Leste has started rapidly rebuilding its 
economy and social and physical infrastructure. Large inflows of revenue from offshore 
petroleum developments commenced in 2006. The revenue allowed the adoption of a highly 
expansionary fiscal stance, and own-funded government expenditure increased from $111 
million in 2006 to a budget of $838 million for 2010. The expansion in own-funded expenditure 
has seen a marked decline in the relative importance of grants from development partners, 
which had funded most public programs from 1999 to 2006. In 2010, the $128 million in funding 
from development partners excluding the United Nations mission accounted for less than 15% 
of total government expenditure.7 

9. Boosted by rising government expenditure, the economy has averaged double-digit 
growth rates since 2006. Education participation rates are rising, key health indicators are 
improving, and poverty is declining.8 After ranking 150 out of 159 countries in the 2005 Human 
Development Index, Timor-Leste reached 120 out of 162 countries in the 2010 index, helped by 
rising income from offshore petroleum development.9 This offshore income lifted Timor-Leste as 
a country to lower-middle income status in 2007. Much of the petroleum revenue is being saved 

                                                
5
 United Nations Security Council. 2008. Report of the Secretary-General on the United Nations Integrated Mission 

in Timor-Leste (for the period from 8 January to 8 July 2008). S/2008/501. New York (July). 
6
 Government of the Democratic Republic of Timor-Leste. 2010. Timor-Leste Millennium Development Goal Booklet 

2010. Dili (October). 
7
 Economic and fiscal developments are reviewed in ADB. Asian Development Outlook, various years; ADB. Asian 

Development Outlook Update, various years; ADB. Pacific Economic Monitor, various editions. 
8
 National Statistics Directorate. 2020. Timor-Leste Demographic and Health Survey 2009–2010. Dili: Ministry of 

Finance (November). 
9
  United Nations Development Programme (UNDP). 2010. Human Development Report 2010. The Real Wealth of 

Nations: Pathways to Human Development. New York (November). 
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for future generations in the Petroleum Fund, which held $6.9 billion in offshore investments at 
the end of 2010. Even with these achievements, the development challenges remain daunting. 
Notably, Timor-Leste will fall short of achieving its Millennium Development Goals, and the 
incidence of poverty remains high at 41% of the population.10 

B. Development Planning 

10. ADB’s country strategy for Timor-Leste was anchored in Timor-Leste’s National 
Development Plan (NDP).11 The NDP was developed after an extensive consultation involving 
more than 38,000 people and drawing on sector analysis and Timor-Leste’s first poverty 
assessment. The NDP and associated road map established two overarching development 
goals: (i) poverty reduction and (ii) the promotion of equitable and sustainable economic growth. 
The immediate priorities were identified as law and order; justice; the legitimization of local 
authorities; employment creation; and poverty reduction through the delivery of services for 
health care, education, and agriculture. The focus was to shift over the medium term to 
infrastructure development, education and health care, and economic recovery. 

11. Four specific goals of the NDP were most relevant to ADB’s operations: (i) providing 
roads and bridges for the movement of people and goods, the orderly and efficient functioning 
of markets, and sustainable development; (ii) ensuring that banking, credit, and microfinance 
services are available to all, including the poor and women; (iii) providing adequate, safe, and 
sustainable water supplies for the communities of Dili, the capital, with the aim of full cost 
recovery; and (iv) nationally facilitating the safe disposal of sewage and wastewater from urban 
areas. 

12. The government pursued the implementation of the NDP and the road map by having all 
agencies formulate annual action plans linked to the budget process and by developing 
comprehensive sector investment programs. The sector investment program process was, in 
keeping with the government’s past practice, highly consultative and accommodated significant 
development partner involvement and commitment. The sector investment programs were to 
assist government decision making by prioritizing expenditures within and across sectors and to 
identify investment opportunities for both the government and development partners. 

13. The government formed in 2007 updated the sector investment program process with an 
annual mechanism for strategic planning. Referred to as the national priorities process, this 
government-led process established annual priorities and action plans to guide the allocation of 
government and development partner resources. These priorities have evolved as the security 
situation stabilized and attention shifted to other development priorities (Table A1.1). For 
example, food security rose in importance as high world commodity prices and local supply 
problems highlighted the vulnerability of much of the population to food shortages. Sector 
strategies and action plans have been established and implemented through national priority 
working groups composed of government agencies and development partners and 
representatives of civil society. 

14. The 2011 budget establishes infrastructure (electricity, roads and bridges, and water and 
sanitation) as the top development priority for 2011. Other priorities are, in decreasing order of 
importance, rural development (agricultural productivity, livestock, access to microcredit, and 

                                                
10

 Government of the Republic of Timor-Leste. 2010. Millennium Development Goals 2010: Where Are We Now? 
Where Do We Want to Be in 2015? Dili; World Bank. 2010. A 2009 Update of Poverty Incidence in Timor-Leste 
Using the Survey-to-Survey Imputation Method. Dili. 

11
  East Timor Planning Commission. 2002. East Timor Development Plan. Dili (May). 
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environmental protection), the accelerated development of human resources (professional and 
technical training), access to justice, the delivery of public services (including assistance to 
vulnerable groups, health care, and education), good governance, and public security and 
stability.12 

15. While the NDP has remained an important element of the planning framework, its 
prominence gradually declined after 2007. The government has been working toward an 
updated strategic plan since 2008. This has taken longer to prepare than originally expected, 
with attention focused instead on the annual budget process and its execution. A summary of 
the Strategic Development Plan, 2011–2030 was released at the annual development partners 
meeting in April 2010.13 The Strategic Development Plan aims to sustain double-digit rates of 
economic growth and fast track economic development. A key goal is to eradicate extreme 
poverty through universal access to public services, ample job opportunities, and development 
in all regions. The plan is to establish two pillars for development: basic infrastructure and 
human capital development. The sector foci for the next 20 years will be agriculture, tourism, 
and petroleum. Enabling sectors are seen as banking, access to finance, and the legal 
framework, which will work together to attract foreign investment. The new plan is expected to 
come into effect in early 2011. 

Table A1.1: National Priorities 

Priority
a
 2008 2009 2010 

1 Public safety and security Food security and agriculture Infrastructure (roads and 
water) 

2 Social protection and 
solidarity 

Rural development Food security (focus on 
productivity) 

3 Addressing the needs of 
youths 

Human resource 
development 

Human resource 
development 

4 Employment and income 
generation 

Social protection and social 
services 

Access to justice 

5 Improving service delivery Public safety and security Social services and localized 
service delivery 

6 Clean and effective 
government 

Clean and effective 
government 

Good governance 

7  Access to justice Public security and safety 
a 

In descending importance. 

Source: National Directorate of Aid Effectiveness, Timor-Leste Ministry of Finance. 

 

                                                
12

 Government of the Democratic Republic of Timor-Leste. 2010. General State Budget for 2011. Dili (November). 
13

 Office of the Prime Minister. 2010. From Conflict to Prosperity: Timor-Leste’s Strategic Development Plan 2011–
2030. Summary. Dili (April). 
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OVERVIEW OF OPERATIONS 

Table A2.1: Grants Approved or Implemented in 2006–2010 

 
 
Number 

 
 

Name 

Approval 
Date 

(month) 

Financial 
Completion 
Date (month) 

Approved 
Amount  

($ million) 

Amount 
Disbursed 

($ million) 

Performance 
Rating/ 
Status

a
 

Grant 8198 (TF) Emergency Infrastructure Rehabilitation Project (Phase 2) May 2002 Oct 2007 9.00 9.00 PS 

Grant 0017 Road Sector Improvement Project Sep 2005 Apr 2010 10.00 9.89 S 

Grant 0100 Dili Urban Water Supply Sector Project Dec 2007 Dec 2012 6.00 0.64 Ongoing 

Grant 0180 Road Network Development Sector Project Nov 2009 May 2015 46.00 0.97 Ongoing 

Grant 9142  Our Roads Our Future Nov 2009 Jan 2014 3.00 0.00 Ongoing 

  Total   74.00 20.50  

PS = partly successful, S = successful, TF = trust fund. 
a  

From the assessment of the Independent Evaluation Department or, when not available, from the Pacific Department's assessment. 

Sources: Asian Development Bank’s project completion reports, performance evaluation reports, and estimates. 

 

Table A2.2: Grant Approvals and Disbursements in 2006–2010 

  Year 

Number  Name 2006 2007 2008 2009 2010 Total 

Amount approved ($ million)       

Grant 8198 (TF) Emergency Infrastructure Rehabilitation Project (Phase 2) 0.00 0.00 0.00 0.00 0.00 0.00 

Grant 0017 Road Sector Improvement Project 0.00 0.00 0.00 0.00 0.00 0.00 

Grant 0100 Dili Urban Water Supply Sector Project 0.00 6.00 0.00 0.00 0.00 6.00 

Grant 0180 Road Network Development Sector Project 0.00 0.00 0.00 46.00 0.00 46.00 

Grant 9142  Our Roads Our Future 0.00 0.00 0.00 3.00 0.00 3.00 

  Total  0.00 6.00 0.00 49.00 0.00 55.00 

Amount disbursed ($ million)       

Grant 8198 (TF) Emergency Infrastructure Rehabilitation Project (Phase 2) 4.28 1.56 0.00 0.00 0.00 5.84 

Grant 0017 Road Sector Improvement Project 1.00 0.45 5.25 3.18 0.00 9.89 

Grant 0100 Dili Urban Water Supply Sector Project 0.00 0.00 0.00 0.11 0.53 0.64 

Grant 0180 Road Network Development Sector Project 0.00 0.00 0.00 0.00 0.97 0.97 

Grant 9142  Our Roads Our Future 0.00 0.00 0.00 0.00 0.00 0.00 

  Total 5.28 2.01 5.25 3.29 1.50 17.34 

TF = trust fund. 
Sources: Asian Development Bank estimates. 
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Table A2.3: Technical Assistance Approved or Implemented in 2006–2010 

 
 
Number 

 
 

Name 

Approval 
Date 

(month) 

Financial 
Completion 
Date (month) 

Approved 
Amount  

($ million) 

Amount 
Disbursed 

($ million) 

Performance 
Rating/ 
Status

a
 

TA 3731 Transport Sector Improvement Oct 2001 Mar 2008 0.50 0.43 S 

TA 3839 Capacity Building to Develop Public Sector Management and 
Governance Skills 

Mar 2002 May 2006 0.69 0.67 S 

TA 4272 Capacity Building to Develop Public Sector Management and 
Governance Skills (Phase 2) 

Dec 2003 Sep 2008 0.55 0.52 HS 

TA 4509 Strengthening Microfinance Operations Dec 2004 Mar 2010 0.50 0.38 S 

TA 4519 Strengthening Financial Management Capacity Dec 2004 Dec 2008 0.25 0.25 S 

TA 4609 Infrastructure Sectors Capacity Development Jul 2005 Feb 2010 0.60 0.58 PS 

TA 4646 Preparing the Urban Water Supply and Sanitation Project Sep 2005 Sep 2008 0.60 0.52  

TA 4869 Dili Water Supply Performance Improvement Nov 2006 Mar 2011 1.00 0.83 Ongoing 

TA 4942 Infrastructure Project Management Jun 2007 Nov 2011 15.00 6.91 Ongoing 

TA 7100 Preparing the Road Network Development Project Jul 2008 Feb 2010 0.80 0.76 n.a. 

TA 7120 Capacity Building to Develop Public Sector Management and 
Governance Skills (Phase 3) 

Sep 2008 Mar 2012 0.50 0.15 Ongoing 

TA 7401 Statistical and Macroeconomic Capacity Building Dec 2009 Dec 2012 0.56 0.09 Ongoing 

TA 7649 Oecussi and Ermera Water Rehabilitation Project Nov 2010 Jun 2012 0.70 0.00 Ongoing 

TA 7698 Supporting Road Network Development Dec 2010 Dec 2011 0.23 0.00 Ongoing 
TA 7712 Strengthening Major Public Investment Dec 2010 Jun 2012 0.25 0.00 Ongoing 
TA 7741 Support for Effective Aid Management Dec 2010 Dec 2012 0.60 0.00 Ongoing 
  Total   23.32 12.09  

HS = highly successful, PS = partly successful, S = successful, TA = technical assistance. 
a  

From the assessment of the Independent Evaluation Department or, when not available, from the Pacific Department's assessment. 

Sources: Asian Development Bank’s technical assistance completion reports, performance evaluation reports, and estimates. 
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Table A2.4: Assistance Completed or Substantively Completed Before 2006 

 
 
Number 

 
 

Name 

Approval 
Date 

(month) 

Financial 
Completion 
Date (month) 

Approved 
Amount  

($ million) 

Amount 
Disbursed 
($ million) 

 
Performance 

Rating
a
 

A. Grants       

Grant 8181 (TF) Emergency Infrastructure Rehabilitation Project (Phase 1) Apr 2000 Jul 2005 29.80 29.76 PS 

Grant 8185 (TF) Water Supply and Sanitation Project (Phase 1) Jul 2000 Jun 2003 4.50 4.50 PS 

Grant 8189 (TF) Water Supply and Sanitation Project (Phase 2) Jul 2001 Mar 2004 4.50 4.50 PS 

Grant 8186 (TF) Microfinance Development Project Dec 2000 Jul 2005 4.00 4.00 PS 

Grant 8190 (TF) Hera Port Fisheries Facilities Rehabilitation Project Oct 2001 Jan 2004 1.00 1.00 S 

  Subtotal (A)   43.80 43.76  

B. Technical Assistance      

TA 3400 Community Empowerment Program Feb 2000 Mar 2003 0.99 0.95 S 

TA 3401 Transport Sector Restoration Feb 2000 May 2005 1.00 0.78 S 

TA 3412 Capacity Building for Governance and Public Sector 
Management 

Mar 2000 Sep 2004 1.00 0.96 S 

TA 3425 Poverty Assessment and Statistics Apr 2000 Jul 2001 0.05 0.03  

TA 3428 Rehabilitation of Telecommunication Sector (Phase 1) Apr 2000 Aug 2003 0.15 0.11  

TA 3435 Microfinance  May 2000 Apr 2002 0.15 0.13  

TA 3501 Environmental Assessment Capacity Improvement Sep 2000 Jan 2004 0.25 0.24 PS 

TA 3504 Rehabilitation of Telecommunication Sector (Phase 2) Sep 2000 Aug 2003 0.15 0.13  

TA 3512 Strategies for Economic and Social Development Oct 2000 Jan 2004 0.65 0.63 S 

TA 3515 Capacity Building for Local Government Oct 2000 Apr 2003 0.15 0.13  

TA 3556 Strengthening the Microfinance Policy and Legal Framework Dec 2000 Oct 2003 0.25 0.25 HS 

TA 3592 Economic Policy Forum Dec 2000 Nov 2002 0.15 0.15  

TA 3654 Exclusive Economic Zone Demarcation May 2001 Nov 2003 0.12 0.10  

TA 3743 Microfinance Information Technology System Oct 2001 Jun 2005 0.15 0.11  

TA 3748 Preparing the Power Sector Development Plan (Phase 1) Oct 2001 Sep 2005 0.40 0.36 S 

TA 3803 Economic Policies and Strategies for Development Planning Dec 2001 Dec 2005 0.95 0.84 S 

TA 3819 Postal Services Development Dec 2001 Dec 2005 0.25 0.14  

TA 3986 Integrated Water Resources Management Nov 2002 Feb 2006 0.60 0.39 S 

TA 4329 Capacity Building in the Ministry of Planning and Finance to 
Monitor the National Development Plan 

Apr 2004 May 2005 0.15 0.14  

  Subtotal (B)   7.56 6.58  

   Total   51.36 50.34  

HS = highly successful, PS = partly successful, S = successful, TA = technical assistance, TF = trust fund. 
a
  From the assessment of the Independent Evaluation Department or, when not available, from the Pacific Department's assessment. 

Sources: Asian Development Bank’s project and technical assistance completion reports, performance evaluation reports, and estimates.
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PERFORMANCE AGAINST TARGETS 

Table A3.1: Performance Against Outcome Indicators 

Indicator Rating Achievements 

Outcome I: Improved availability of efficient, cost-effective, and financially sustainable transport infrastructure to increase connectivity and thus 
support social and economic development 

360 km of main roads 
and bridges 
rehabilitated to and 
maintained in 
satisfactory condition 
(including portions of 
ongoing projects 
carrying over to 
2006–2008) 

Partly 
achieved 

The Emergency Infrastructure Rehabilitation Project (Phase 2) rehabilitated 7 km and undertook limited rehabilitation of 
selected drainage and slope-protection works on 267 km of roads. Most road sections were in disrepair in 2010. New 
construction and rehabilitation was undertaken of four critical bridges at Cassa, Gleno, Malushun, and Vikida. 
The Road Sector Improvement Project, approved in 2005, rehabilitated to fair condition three damaged road sections 
totaling 91 km: Oeleo–Zumalai (36 km), Aituto–Same (31 km), and Viqueque–Uatucarbau (24 km). The project 
strengthened the base, resurfaced, and protected and stabilized slopes, as well as improved drainage systems and 
shoulders. Road conditions were generally improved after project completion in 2009, though roughness still exceeded 
the target. Ten routine maintenance contracts were completed in 2009 to maintain 45 km of roads: Iliomar–Lospalos and 
Manatuto–Natarbora. A bridge was constructed on the Zumalai–Dili road. 

Transport costs 
(vehicle operating 
costs plus travel time) 
on main roads 
reduced by 15% 

Achieved Rehabilitation works reduced the vehicle operating cost by 20%–30% on 91 km of roads from 2005 to 2009.
 

Outcome II: Improved access to credit for private investment and working capital 

Increased number of 
microfinance 
institutions in both 
rural and urban areas 

Achieved IMFTL began operations in May 2002. It has progressively expanded its branch network, from three branches in 2004 to 
five in 2008 and eight in 2010. The head office is in Dili plus seven district branches. The target is to establish branches in 
all 13 districts. There are two microfinance institutions run by nongovernment organizations, Tuba Trai Metin and Moris 
Rasik, with 17 branches and 5 sub-branches in total. Four smaller microfinance institutions have closed since the unrest 
in 2006. There are about 30 credit unions with a total membership of about 3,250 people.

 

Increased coverage 
by commercial banks 
in both rural and 
urban areas 

Achieved IMFTL is a quasi-commercial bank and expanding its coverage in urban areas. The largest commercial bank, Caisa Geral 
De Depositos, has extended its branch network to eight, including one in Dili. Two other commercial banks have a branch 
only in Dili. 

Increased lending for 
private investment 
and working capital 

Achieved Total loans and advances to the private sector by the three commercial banks increased from $87 million at the end of 
2005 to $104 million as of September 2010. IMFTL increased its lending to the private sector, from $1.2 million as of 
December 2006 to $6.5 million as of June 2010.

 

Increased access to 
credit for women and 
youths 

Partly 
achieved 

IMFTL has a focus on improving access for women, many of whom have obtained a loan for the first time through IMFTL. 
From December 2004 to December 2009, the value of outstanding loans grew from $966,000 to $5.3 million, an increase 
of 450%. As of March 2010, cumulatively 40,417 loans had been disbursed by IMFTL, of which women received 55% by 
number and 34% by value. 

 

Outcome III: Improved water supply and sanitation for residents and businesses in urban areas 

40% of Dili residents 
and businesses 
connected to 24-hour 
piped water and 30% 
of residents in district 

Partly 
achieved 

The 2009–2010 Demographic and Health Survey reported that 38.8% of urban residents received piped water into a 
dwelling, yard, or plot. As water supply is more extensive in Dili than in district towns, the ratio is probably more than 40% 
in Dili. 
In 2007, 45% of urban and peri-urban areas had clean water supply; 41% of Dili households had registered connections; 
and a further 37% of Dili households had unregistered connections. 
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Indicator Rating Achievements 

towns with access to 
clean water 

The National Directorate of Water and Sanitation of the Ministry of Infrastructure has yet to establish a mechanism to 
determine hours of service availability. 

20% of Dili 
neighborhoods with 
effective and 
sustainable 
wastewater collection, 
treatment, and 
disposal capabilities 

Achieved The 2009–2010 Demographic and Health Survey reported that 15.6% of urban residents used a flush or pour-flush toilet 
connected to a piped sewer system, with a further 31.5% of urban residents using a flush or pour-flush toilet connected to 
a septic tank.  
The Water and Sanitation Service of the Ministry of Infrastructure reported that 49% of the population used an improved 
sanitation facility in 2009, up from 31% in 2001. The 2007 Timor-Leste Standard of Living Survey estimated the ratio at 
47% in 2007. 

ADB = Asian Development Bank, IMFTL = Institute of Microfinance in Timor-Leste, km = kilometer. 
Sources: ADB. 2007. Report and Recommendation of the President to the Board of Directors: Proposed Asian Development Fund Grant to the Democratic 
Republic of Timor-Leste for the Dili Urban Water Supply Sector Project. Manila (Grant 0100-TIM, November, p. 4 and Appendix 2); ADB. 2010. Performance 
Evaluation Report: Democratic Republic of Timor-Leste Emergency Infrastructure Rehabilitation Project (Phases 1 and 2). Manila (December, p. 11 and 
Appendixes 4 and 6); ADB. 2010. Project Completion Report: Democratic Republic of Timor-Leste Road Sector Improvement Project. Manila (Grant 0017-TIM, 
November, pp. 3–4 and Appendixes 1 and 2); ADB. 2010. Technical Assistance Completion Report: Strengthening Microfinance Operations in the Democratic 
Republic of Timor-Leste. Manila (TA 4509-TIM); Banking and Payments Authority of Timor-Leste. Quarterly Economic Bulletin. various quarters; Government of 
the Democratic Republic of Timor-Leste. 2010. Timor-Leste Millennium Development Goal Booklet 2010. Dili (October, Appendix 2); IMFTL. 2010. Institute for 
Microfinance in Timor-Leste Strategy and Business Plan 2010 to 2013. Dili (August); Microfinance Donor Group. 2010. Situational and Gap Analysis for Timor-
Leste. Dili (November); National Statistics Directorate. 2020. Timor-Leste Demographic and Health Survey 2009-10. Ministry of Finance. Dili (November). pp. 23–

24. 

 
 

Table A3.2: Performance Against Milestones and Intermediate Indicators 

Milestones and Intermediate Indicators Rating Achievements 

Outcome I: Improved availability of efficient, cost-effective, and financially sustainable transport infrastructure to increase connectivity and thus 
support social and economic development

 

Detailed 5-year road-improvement strategy 
and program adopted by the government, 
with buy-in from development partners 

Achieved Plans were prepared in 2005 and 2008, each adopted the following year. They provided the basis 
for follow-on ADB road projects. The plan prepared in 2008 and adopted in 2009 was used in 2010 
by the Japan International Cooperation Agency and the World Bank to prepare road projects. 

Comprehensive road map for developing 
capacity in infrastructure sectors adopted by 
the government and supported by 
development partners 

Not 
achieved 

 

Road map for developing capacity in the 
road sector adopted by the government, 
supported by development partners, and 
under way  

Partly 
achieved 

ADB TA framed a capacity-development program for the Ministry of Infrastructure. The program was 
approved by the minister, and implementation commenced. It initially focused on how the TA would 
assist capacity development in the ministry through the provision of advisers, and how the advisers 
would make the transition from in-line to mentoring roles. The plan was subsequently broadened to 
three components, augmenting the existing on-the-job training with formal academic training and 
customized short-term training. The implementation of a scholarship program commenced in 2010. 
Staged capacity-building plans are also being implemented in specific technical areas.  
The TA assisted the preparation of an organic law for the Ministry of Infrastructure, which was 
adopted in November 2010. Capacity development in the TA will be aligned with this law and the 
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Milestones and Intermediate Indicators Rating Achievements 

organizational structure it established. 

30 additional engineering and technical staff 
trained and working full-time managing 
roads contracts and supervising construction  

Not 
achieved 

 

Measures adopted to improve the efficiency 
of small-scale domestic contracting, 
including simplified standard contracts 

Not 
achieved 

 

Equipment leasing company established  Not 
achieved 

 

Consolidated Fund for East Timor budget for 
road rehabilitation and maintenance 
increased by 200% over FY2005 

Not 
achieved 

 

Regional cooperation program in place 
covering the movement of people and goods 
between Timor-Leste and Indonesia 

Achieved A Joint Ministerial Council, co-chaired by the minister of foreign affairs of Timor-Leste and the 
minister of home affairs of Indonesia, has been established to lead bilateral discussion on border 
development, border management, cross-border trade, and tourism. Timor-Leste and Indonesia 
have implemented a border pass to facilitate the mobility of communities living near their shared 
border. 

Outcome II: Improved access to credit for private investment and working capital
 

IMFTL returned to profitability and banking 
license issued 

Achieved IMFTL was profitable from 2006 to 2009, with the support of subsidized TA. It recorded a net profit 
after tax of $250,000 in 2009, the latest year available. IMFTL was issued a restricted, class C 
banking license in 2002, establishing it as a quasi-bank financial institution regulated by the Banking 
and Payment Authority of Timor-Leste. It applied for an unrestricted class B banking license in 2010. 

Private equity injected into IMFTL Not 
achieved 

 

IMFTL branch expansion program 
recommenced 

Achieved IMFTL began operations in May 2002 and has progressively expanded its branch network, from 
three branches in 2004 to five in 2008 and eight in 2010. The ongoing expansion program targets 
operating branches in all districts. 

Credit and collateral registry created Achieved The Banking and Payment Authority of Timor-Leste launched its credit information registry in May 
2009. This is a public registry developed in consultation with banks and nonbank financial 
institutions. 

Public awareness campaigns on credit 
mechanisms conducted 

Not 
achieved 

 

Training programs for bankers and 
microlending institutions conducted 

Partly 
achieved 

ADB technical assistance provided on-the-job training to strengthen the capacity of IMFTL’s top and 
second-line management, as well as staff. 

Outcome III: Improved water supply and sanitation for residents and businesses in urban areas
 

Comprehensive road map for developing 
capacity in infrastructure sectors adopted by 
the government and supported by 
development partners 

Partly 
achieved 

A capacity upgrading program was completed with the help of ADB technical assistance, and 
implementation commenced. The plan covers a broad range of activities: formal and informal in-
house training, targeted offshore training, and attachments and study tours to Indonesian water 
utilities. 
Corporate development workshops and meetings have been held, culminating in the production and 
acceptance of a corporate plan for the National Directorate of Water and Sanitation of the Ministry of 
Infrastructure for 2010–2014. The directorate does not yet have a human resources plan. 
Difficulties were encountered in coordinating development partner activities, in particular with a 
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Milestones and Intermediate Indicators Rating Achievements 

separate capacity-building program for water supply. 

Road map for water and sanitation service 
corporatization adopted by the government, 
with buy-in from development partners who 
are supporting capacity-development 
programs 

Not 
achieved 

 

Water and sanitation service regulatory 
framework and credible regulator in place 

Not 
achieved 

 

Water and sanitation service reconstituted 
as a public corporation, separate from or 
combined with the power corporation 

Not 
achieved 

 

Water and sanitation service a full 
participant in International Benchmarking 
Network for Water and Sanitation Utilities 
and regularly measuring and reporting on 
core performance benchmarks 

Not 
achieved 

A performance management system was initiated based on the International Benchmarking Network 
for Water and Sanitation Utilities. The system was discontinued following the departure of the senior 
staff member tasked with monitoring it, who left within a month of taking up the task. 

Consolidated Fund for East Timor budget for 
urban water and sanitation service 
improvement and maintenance increased by 
300% over FY2005 

Not 
achieved 

 

ADB = Asian Development Bank, FY= fiscal year, IMFTL = Institute of Microfinance in Timor-Leste, TA = technical assistance. 
Sources: ADB. 2010. Project Completion Report: Democratic Republic of Timor Leste Road Sector Improvement Project. Manila (Grant 0017-TIM, November); 
ADB. 2010. Technical Assistance Completion Report: Strengthening Microfinance Operations in the Democratic Republic of Timor-Leste. Manila (TA 4509-TIM); 
ADB. 2010. Technical Assistance for Capacity Strengthening and Institutional Development for Border Management and Trade and Tourism Development in the 
Pacific. Manila (TA 7503-REG, February); GHD. 2010. Final Report for the Dili Water Supply Performance Improvement. Prepared for ADB TA 4869-TIM. Dili 
(October, draft); IMFTL. 2010. Institute for Microfinance in Timor-Leste Strategy and Business Plan 2010 to 2013. Dili (August); Microfinance Donor Group. 2010. 
Situational and Gap Analysis Timor-Leste. Dili (November); SKM. TA 4942-TIM Infrastructure Project Management Bi-Annual Report, Malven. various years. 
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LESSONS FROM THE EMERGENCY INFRASTRUCTURE PROJECTS 

1. The combined overall rating of phases 1 and 2 of the Emergency Infrastructure 
Rehabilitation Project was partly successful.1 This rating reflected the post-conflict nature of the 
country and the associated factors related to emergence from conflict, notably the lack of 
adequate planning at appraisal, institutional development, or the provision of funding. The partly 
successful rating was recognized as not necessarily reflecting on the performance of the 
Government of Timor-Leste or its development partners, all of which were under time pressure 
to ensure economic and social recovery with limited resources. 

2. Key recommendations of the evaluation were that the Asian Development Bank should (i) 
facilitate strategic capacity development to ensure sustainability and development effectiveness 
in the infrastructure sector; (ii) coordinate with other development partners to create capacity-
development programs for the public sector and, where possible, for the private sector to 
address the deficiency in technical manpower resources; (iii) assist in impact-driven road 
rehabilitation, moving away from financing temporary patch-and-mend works (e.g., provide 
assistance for rehabilitating roads from the sub-base to contribute to improving the country’s 
rural economy in a more sustainable manner); and (iv) conduct policy dialogue for rationalizing 
power and port tariffs to bring them nearer to market rates. 

3. The evaluation of phases 1 and 2 of the Water Supply and Sanitation Rehabilitation 
Project found that many outputs were produced, but the sustainable operation of the project’s 
water supply schemes was problematic.2 For urban systems, the key challenge identified for the 
government was how to ensure the funding needed for operation and maintenance 
expenditures for urban systems. While the government was moving slowly toward reintroducing 
user charges, the concern was expressed that the water and sanitation service would ultimately 
only receive revenue through the budget. The creation of one or more corporate utilities was 
identified as one way of ensuring that user fees would be automatically available for system 
operation and maintenance. However, such entities often have problems, so careful 
consideration of the options in Timor-Leste was recommended before moving in that direction. 
For rural schemes, the main problem was identified as the failure of the community 
management model. Although considered to be international good practice, the community 
management model was found to be based on incorrect assumptions about the nature of social 
relations in the communities involved. The evaluation recommended that, if the Asian 
Development Bank remained involved in water supply and sanitation in Timor-Leste, it focus on 
urban systems (recognizing the presence of a number of bilateral and other agencies in rural 
areas) and building capacity in the water and sanitation service. 

4. The Hera Port Fisheries Project was rated successful. The successful rating hinged on 
the improved facilities and services achieving financial sustainability at some point in the future. 
The facilities were not in use at the time of completion.3 While the government had intended to 
use the facilities as a base for fisheries and possibly boat building, it subsequently converted 
them into a naval facility. This meant the original project intention and financial sustainability 
were not met. 

                                                
1
 ADB. 2010. Performance Evaluation Report: Democratic Republic of Timor-Leste Emergency Infrastructure 

Rehabilitation Project (Phases 1 and 2). Manila (December). 
2
 ADB. 2004. Project Performance Audit Report: Democratic Republic of Timor-Leste Water Supply and Sanitation 

Rehabilitation Projects (Phase 1 and Phase 2). Manila (December). 
3
 ADB. 2004. Project Completion Report: Democratic Republic of Timor-Leste Hera Port Fisheries Facilities 

Rehabilitation Project. Manila (July). 




