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The Asian Development Bank in East Timor

ber country of theAsian Development Bank (ADB),

whichwas established in 1966. The ADB istheonly
multilateral lending agency to work exclusively on Asiaand
the Pacific. It tries to foster economic growth in the region
and to contribute to the economic development of the Asian
and Pacific devel oping countries.

Historically the ADB has focused on funding and imple-
menting large-scal e infrastructure projects such as the con-
struction of highways in Thailand or large hydropower
projects in the Mekong river region. However, in 1999, in
responseto pressure from donor countries, the ADB changed
itsfocusto “poverty reduction.” Currently all objectivesand
operations are “pursued in ways that contribute most effec-
tively to poverty reduction.” This consists of promoting lo-
cal economic growth, social development and good gover-
nance.

The ADB, like the International Monetary Fund (IMF)
and the World Bank, supports the liberalization and deregu-
lation of economies and promotes the expansion of the pri-
vate sector. All current ADB member countriesare also mem-
bers of the IMF and the World Bank. In East Timor theADB
has a Memorandum of Understanding with the World Bank
and is joint administrator of the Trust Fund for East Timor
(TFET). It has been involved in East Timor since 1999.

TheADB now has 61 members, 44 fromAsiaand 17 from
Europe and North America. Some member countriesreceive
the ADB’s services and others do not. The recipients, De-
veloping Member Countries (DMCs) are al from the Asia/
Pacific region. (See graph, page 2.)

Each country makes a contribution based on an assess-
ment of the country’s wealth and becomes a sharehol der.
They are represented on the Board of Governors, which is
the highest decision making body withinthe ADB. The Board
of Governors elects the 12-member Board of Directors, of
whom eight are regional and four non-regional.

The size of a country’s contribution determines its share
of the vote and its level of representation on the Board of

O n 23 July 2002, East Timor becamethe newest mem-

Directors (see graph). Powerful countries like Japan, China
and the U.S. contribute enough money to designate their own
Directors. Other countries form a constituency and share a
representative on the board. Japan, likethe US, owns 15.9%
of the shares, which gives its Director 13.1% of the total
number of votes. In contrast, East Timor’s financial contri-
bution is 0.01% and has just over 0.3% of the total vote. At
present East Timor isnot represented on the Board of Direc-
tors, although this will be negotiated with other member
countries who have formed a constituency.

The number of staff from each member country is deter-
mined in the same manner as the voting rights. This means
that people from Japan and the U.S. are more than onefourth
of the ADB’s professional staff, including key positions.
Since its creation the President has always been Japanese
and a former officia of the Japanese Ministry of Finance.
Other key positions held by Japan include Directors of Stra-
tegic Planning, Budget and Personnel and Program Depart-
ments. The U.S. also holds very senior positions and has
traditionally occupied the office of the Genera Counsel.
There are currently four East Timorese nationalsworking in
the ADB’s Specia Officein East Timor.

The ADB provides|oans and technical assistance to gov-
ernments and private companies in Developing Member
Countries. TheADB makes money availablefromfive sepa-
rate areas. The largest is the ADB’s Ordinary Capital Re-
sources (OCR). The others are the Asian Devel opment Fund
(ADF), the Technical Assistance Specia Fund (TASF), the
Japan Special Fund (JSF) and the Japan Fund for Poverty
Reduction (JFPR).

The OCR consists of contributionsfrom the member coun-
tries, reserves, and money borrowed from capital markets.
Loansfrom the ADB’s OCR comprise over 80% of all lend-
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ing and are made to countries of a higher level of develop-
ment, who are therefore more able to repay the debt. These
loans are non-concessional: significant interest rates are
charged (over 5% per annum) and they are repaid over a15-
25 year term, but they are not subject to any ADB condi-
tions.

The ADF comes from member country donations made
every threeyears. Thelargest donorsare Japan and the United
States. Loans from the ADF are made to the poorest Devel-
oping Member Countries, which the ADB defines as having
a“low debt repayment capacity.” Theloansare concessional;
there is a minimal interest rate and a grace period of eight
years included in an overall repayment term of 32 years.
However the ADB isabletoimpose conditions. For example,
aloan may be given in installments, each installment being
dependent on policy changes, or on certain legislation being
passed. Conditions can promote reform or privatization of
sectors like energy production, transportation, communica-
tions and industry. For example, in 2000 in the Philippines,
an ADB loan was conditioned on reform and privatization
of the National Energy Corporation.

The TASF is made up of donations from member coun-
triesand surplusmoney from interest paid to theADB’s OCR.
The TASFisused for grantsto pay for Technical Assistance
provided by the ADB to support its projects. Technical As-
sistanceisalso used to promote the policy and legal changes
imposed by the ADB in a concessiona loan. Technical As-
sistance paymentsvery frequently go to teams of mostly for-
eign consultants, often from devel oped countries.

The JSF and JFPR are separate funds for technical assis-
tance provided by Japan. All disbursements from the JSF
are subject to approval from the Japanese government. In
effect, it is an extension of Japanese bilateral aid.

The ADB'’s promotion of large-scale infrastructure like
roads, bridges, dams and power stations has had important

implications for Developing Member Countries and the
peoplewho usethe services provided. Large-scaleinfrastruc-
ture projects cost huge amounts of money, more than can be
mobilized by a Developing Member Country’s government
and international donors. The ADB has promoted programs
called “Build Own Transfer” schemes whereby a Develop-
ing Member Country’s government contracts with private
companies to finance, build and operate a utility such as a
power station for a set period of time, usually between 25
and 50 years. The companies, usually foreign, receive all
the profits for the period and then transfer ownership of the
utility to the Developing Member Country’s government.

The recipient Developing Member Country has to con-
tribute aswell, by providing capital or providing rightstoits
natural resources. Normally, the ADB lends money for such
projects through non-concessional loans and facilitates the
arrangements with private sector, local and multinational
companies agreeing to co-finance the project.

In order to encourage private participation in such projects
the ADB has promoted conditions which minimize risksfor
private investors. For example, “take or pay” guarantees
whereby the Developing Member Country’s government
agencies agree to purchase a certain amount of the output,
such as water or electricity, for afixed price. Private inves-
tors often insist on high prices for the output in order to
make back their investment as quickly as possible.

This has had serious effects. In the early 1990s, the Phil-
ippines National Energy Corporation guaranteed payments
in U.S. dollars to independent power producers in a Build
Operate Transfer scheme. The 1997 financial crisis deval-
ued the Philippine peso against the dollar, leaving the gov-
ernment owned National Energy Corporation having to pay
the difference. In addition, much less el ectricity was needed
due the slowdown in the economy, but the National Energy
Corporation still had to purchase the agreed amount.

New Zealand 1.6%

Turkey 0.6%
Sweden 0.6%
Spain 0.6%
Portugal 0.6%

Norw ay 0.6%
Finland 0.6%

Denmark 0.6%
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13.0%

Australia 5.0%
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Countries
45.6% total

France 2.2% USA

Germany 3.8% 13.0%

Canada 4.6%

ADB Members and Voting Shares

41 Developing

Developing Member Countries
(ADB fund recipients)

Thailand 1.4%
Taiwan 1.2%
Bangladesh 1.2%
Kazakhstan 1.0%
Uzbekistan 0.9%
Sri Lanka 0.8%
Hong Kong 0.8%
Myanmar 0.8%
Azerbaijan 0.7%
Viet Nam 0.6%
Singapore 0.6%

China (PRC) 5.6%

India 5.5%

Indonesia 4.7%

South Korea 4.4%

Malaysia 2.5%

Philippines 2.3%
Pakistan 2.1%

Kyrgyz Rep. 0.6%
Tajikistan 0.6%
Turkmenistan 0.5%
Nepal 0.4%

Papua N.Guinea 0.4%
Fiji 0.4%

The following 17 countries have between 0.33%and 0.38%
voting share each: Cambodia, Afghanistan, Mongolia, Lao
PDR, Solomon Islands, Vanuatu, Bhutan, Kiribati, Maldives,
Micronesia, Nauru, Tonga, Cook Islands, Marshall Islands,
Samoa, Tuvalu and Timor-Leste. They total 5.7%.
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In 1997, the ADB promoted the construction of the Thu
Duc Water Supply plant in Ho Chi Minh City, Vietnam,
through a Build Own Transfer scheme. Investors required
“take or pay” guarantees and fixed water pricesin their 25-
year contracts. This has raised the price of water for people
in Ho Chi Minh City, and the government-owned water sup-
plier has to find buyers for the water it contracted to pur-
chase.

The ADB’s more recent

In addition to the TFET projects, the ADB has provided
Technical Assistance (TA) grants over the last 3 years from
its own funds, totaling about US$8.6 million. TAs are often
supplementsto TFET projects, but some also cover broader
planning and capacity building areas.

Much of the TFET funds, which donors give for the ben-
efit of the East Timorese people, end up in the hands of ex-
pensive foreign companies and consultants. For example, as
of January 2003 over 30% of

“poverty reduction” strate-

giesfocusless on large scale =a) ™Y
infrastructure projects and by Jﬁ

moreonimproving social ser-
vices (health, education and
socid welfare, environmental
management) and agricul-
ture/rural and urban devel op-
ment. However, thesearenew
areas for the ADB, and its
projects in these areas have
had very low success rates.
Moreover in 2000 a draft
Asian Development Fund re-
port to donors stated that “few
projects have been designed
specifically to address’ the
poverty reduction objective.
TheADB operatesinAsia,
but its membership makes it
aglobal institution. It has of -
ficesin Frankfurt (Germany)
and Washington. Itspriorities
reflect theinterestsof itslarg-

Developing
Members

the funds distributed under
theADB’sEmergency Infra-
structure Rehabilitation Pro-
ject 1 and over 40% of Wa-
ter Supply and Sanitation
Rehabilitation Project 2
(WSSRP 2) funds have gone
to foreign consultants. In
fact, over 80% of WSSRP 2
funds have been contracted
out to foreign consultants,
companiesand international
NGOs.

Clearly East Timorese
companies do not have the
capacity to undertake al the
projectsby themselves. Nev-
ertheless, the ADB should
expand the use of joint ven-
ture companies and other al-
ternatives to keep more of
the funds in the country.

Since TFET funds arein-
tended for the East Timorese

est shareholders rather than
its developing member countries who have much smaller
voting rights and are poorly represented on the staff.

TheADB in East Timor

Shortly after the 1999 referendum, contributions fromin-
dividual governments created the Trust Fund for East Timor
(TFET), which has the World Bank as the overall trustee.
The Trust Fund is jointly administered by the World Bank
and the ADB: the ADB isin charge of infrastructure, water
and sanitation and microfinance. The World Bank manages
other TFET projects, in fields such as agriculture, private
sector development, and community empowerment. Thetable
on page 4 gives a brief overview of ADB-managed TFET
projects, and the article on page 5 looks more closely at the
microfinance project.

people, al efforts should be
made to ensure that the projects are done according to the
will of the people, not according to foreign consultants. The
projects should also remain under the control of the people,
and not be left to the private sector under Build Own Trans-
fer or other privatization-oriented schemes (see page 9).
Both the TFET funds and the TAs are grants which do not
have to be repaid, but it is likely that the ADB will encour-
age loans in the future, as they do in other countries. To
date, the government of East Timor has maintained a no-
debt policy, not borrowing money from the ADB or else-
where. The East Timorese government must be very careful
with any future proposalsthat it enter into aloan arrangement.
Such loans often carry onerous conditions. Furthermore, past
evidence hasshownthat it isvery hard to repay such loansfrom
project profits, and that repayments have to be met from devel-
opmental budgets, often at the expense of the very poor. <

Drawingsfor this Bulletin: Cipriano Daus

Translation for this Bulletin: Tomé Xavier Jeronimo
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ADB projects under TFET

Emergency Infrastructure Rehabilitation Project 1 (EIRP 1)

Projected time frame:
April 2000-May 2002
(extended to June 2003)

Amount allocated: $29.8m
Amount disbursed: $26.3m

Thefirst EIRP dealt with emergency repairs on major roads throughout the country,
rehabilitation of Dili port, and reinstating electric power. Given the urgent need to
reestablish infrastructure after the 1999 destruction, projects were based on systems
in use under the Indonesian occupation rather than taking the time to find more
sustainable systems. Reinstating the power supply focuses on power stationsin the
districts but also includes some assistance for the Dili-Comoro power station and
developing apower utility (EDTL) and financial management. Thispart is proceed-
ing slower than the road and port rehabilitation, which were completed in mid-2002.
Thereisgeneral agreement that there are serious problemswith the overall provision
and management of electricity. Although other institutions involved in developing
the electric sector also bear responsibility for these problems, in particular UNDP,
UNOPS, and the Portuguese and Japanese governments (see LH Bulletin Vol. 3 No.
6 and \Vol. 3 No. 8), the ADB has been the most involved with overall coordination.
According to the ADB, they have had “mixed results’ in the electricity sector, and
“consulting services have been evaluated by ADB staff as unsatisfactory.”

Emergen

cy Infrastructure Rehabilitation Project 2 (EIRP 2)

Projected time frame:
May 2002-December 2003

Amount allocated: $9.0m
Amount disbursed: O

A follow-up to the first EIRP, it aims to build sustainable roads that require less
annual emergency rehabilitation and to establish a road maintenance regime. The
project includes detail ed engineering services, project management servicesand train-

ing.

Water Sup

ply and Sanitation Rehabilitation Project 1 (WSSRP 1)

Projected time frame:
August 2000-December 2001

Amount allocated: $4.5m
Amount disbursed: al

This project included a Quick Response Facility to support urgent repairs and reha-
bilitation to water supply and sanitation systems for Dili and the 13 districts. The
project also focused on establishing Water Supply and Sanitation sector manage-
ment and planning under ETTA. It included capacity building and institutional de-
velopment to prepare policy, legisative and regulatory frameworks, and standards
and guidelines for the department.

Water Supply and Sanitation Rehabilitation Project 2 (WSSRP 2)

Projected time frame:
August 2001-April 2003

Amount allocated: $4.5m
Amount disbursed: $1.7m

This project largely continues the activities of WSSRP 1, with added emphasis on
upgrading technology and communications, urban sanitation and implementing a
tariff system. The water supply system being developed is a system of government-
operated urban services, and community-operated rura services, with NGOs often
contracted to establish the rural systems. Although public funds from TFET are be-
ing used for ADB efforts to reestablish public infrastructure, such as water supply
and electric power, the institution often advocates putting these public services un-
der private control through privatization schemes (see article, page 9).

Microfinance Development Project

Projected time frame:
December 2000-Dec. 2003

Amount allocated: $4m
Amount disbursed: $2.8m

See article on next page.
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Hera Port Fisheries Facilities Rehabilitation Project

Projected time frame:
Nov 2001-March 2003

Amount allocated: $1m
Amount disbursed: $0.6m

ADB involvement with Hera Port (just east of Dili) dates back to the Indonesian
occupation, with a $50 million loan to the Indonesian government in 1984 for the
Indonesia-wide Fisheries Infrastructure Sector Project, completed in 1994. The ADB
acknowledges that under this project Hera Port was poorly built, hence the current
need to rebuild. A 1997 ADB report findsthat the Fisheries Infrastructure Sector Project
greatly overestimated the private sector growth that would result from improving such
port facilities, which actually did little to generate employment or increase availabil-
ity and quality of fish. The project was also shown to have significantly damaged
costal and marine environments.

The current Hera Port Fisheries Facilities Rehabilitation Project issimilar, although
on amuch smaller scale. The project is actually a sub-component of a World Bank-
administered TFET project, Agriculture Rehabilitation Project I, but since it deals
with infrastructure the ADB is implementing it. Aimed at developing Hera Port for
use by relatively large offshore fishing vessels, the project focuses on repairing and
reinforcing port infrastructure such as breakwater structures and wharves. Although
the ADB estimates only 24 boats of the type for which the port is being rehabilitated
currently exist in the country, it expects that more will be provided by the private
sector when improved facilities are available. Although the ADB acknowledges that
the relatively poorer East Timorese in the fishing sector are only involved in onshore
fishing, they assume that more offshore fishing by the relatively rich will take strain off
inshore fishing, and provide more affordable fish to the general population. This assump-
tion might be true only if the fish cannot be sold more profitably in aforeign market.

The Microfinance Development Project

The Asian Development Bank is responsible for managing
the Microfinance Devel opment Project, which is funded by
the Trust Fund for East Timor (TFET). Theaim of the project
isto provide credit and savings servicesin East Timor. There
aretwo componentsto the project, therehabilitation of credit
unions and the creation of a microfinance bank.

Credit Unions are groups of people who pool their sav-
ingstogether in order to make loans. The ADB has provided
training and financial support to rehabilitateindividual credit
unions and the Federation of Credit Unions. The ADB has
provided training in financial management, auditing and sav-
ings management. It also provided administrative subsidies,
which have been reduced as credit unions have been able to
cover their own administrative costs. After the destruction
in 1999 there were eight credit unions. Presently there are
16. Credit Union clients are predominantly maleswith some
money to save.

Donors initially pledged US$7.72 million for the
Microfinance Development Project, but the project was de-
layed until UNTAET enacted legislation for banking activi-
tiesin December 2001. Eventually only $4 million wasgiven
for the project, $2 million of which went to the Microfinance
Institute of East Timor (MFIET), the minimum amount of
capital required to register a bank in East Timor.

In order to register abank with the Banking and Payments
Authority the bank needs to have an owner. The ADB cre-
ated the Foundation for Poverty Reduction in East Timor in
order to receive the grant and be the temporary owner of
MFIET. (See diagram, page 6.)

The ADB set up a Project Management Unit to manage
the TFET grant on behalf of the ADB and the World Bank.
The Project Management Unit did all the designing, devel-
oping, recruiting, training and managing tasks of MFIET.

Initially the Project Management Unit was comprised of five
foreignersand five East Timorese, but now has been reduced
to one foreign and two East Timorese consultants.

The Foundation for Poverty Reduction is governed by a
Board of Trustees. The members are the ADB Representa-
tive in East Timor who is also the chairperson, Head of the
ADB’s Special Liaison Office (an ex-officio member), and
representatives from AusAID and the Portuguese Devel op-
ment Support Agency. The ADB advocated donor, rather than
local, control of the Board of Trusteesto ensurethe MFIET
remains “faithful to its original objectives’ and to “resist
political pressures.” Dueto requestsfrom East Timorese | ead-
ers, two East Timorese were added to the Board, but the
magjority are foreigners. There are two East Timorese mem-
bers, a representative from the private sector in East Timor
and a representative from the government.

The Board of Trustees appoints the Board of Directors,
which officially governs MFIET. At the moment the Board
of Directors is the same as the Board of Trustees with the
addition of the Head of the Project Management Unit and
the Administrative and Finance Officer of the ADB’s office
in East Timor. The Board of Directors does not function in-
dependently, and all tasks designated for the Board of Di-
rectors have been carried out by the Project Management
Unit. See next page for a diagram of management structure.

By December 2003, the Foundation for Poverty Reduc-
tion and MFIET will be transferred to East Timorese hands,
a process the ADB refers to as “divestment.” The present
Boards of Trustees and Directors will be replaced and the
Project Management Unit will be disbanded. The new Board
of Trustees will appoint a new distinct Board of Directors,
which will assume all the management tasks of MFIET.

(Continued on page 7)
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MFIET Management Structure

Trust Fund for East Timor
(TFET)

TFET Grant US $2.8 million
‘7

Asian Development Bank

US $130,000 US $2.0 million
~ -

Foundation for Poverty Reduction in East Timor
(FPRET)

~~

Board of Trustees
Project
| Management
Board of Directors Unit

Credit l
Unions Micro Finance Institution of

East Timor
(MFIET)

Gleno Maliana
(Ermera) (Bobonaro)
Brach Branch

A

Dili Head Dili Main
Office Branch

A
1,533 Borrowers/Savers

What is Microfinance?

v Microfinance is a process of providing loans and savings services to poorer segments of society who are
unable to access such services from a normal bank. The theory is that with access to credit people can
increase their household incomes and build businesses.

v Microfinance operators lend to groups and individuals. Individuals in a group are equally responsible for repaying
the loan.

V Microfinance loans are relatively small and repaid over short periods of time. People borrow a small amount
first and are able to borrow more once they have repaid the previous loan. For example, the first loan might be
for a US$100 repaid over four months, then $150 and $200 and so on.

v Microfinance operators try to make enough income to pay operating costs so they can be sustainable. To do
this they charge administrative fees and interest on their loans. Most microfinance operators say they need to
earn over 30 percent annual interest on the money they lend in order to be sustainable. This is much higher
than a normal bank.

v Microfinance operators usually lose money for the first five to six years. This is because there are high start up-
costs, such as establishing branches and training field staff. It takes time for borrowing groups to become
established and initially loans are small so the profit is small.

Page 6 Vol.4,No.1 March 2003 The La’o Hamutuk Bulletin



How this process is to take place is yet to be decided.
Neither the ADB Special Representative in East Timor nor
the head of the Project Management Unit was able to give
La o Hamutuk any definite information about the future of
MFIET. There have been concerns that it might be prive-
tized. Ownership could be transferred to the government of
East Timor, who would then perform the functions of the
foundation and appoint the Board of Directors. However,
the International Monetary Fund, the World Bank and the
ADB are strongly opposed to the government owning a state
bank. The divestment processisgoing to be subject to astudy
funded by an ADB technical assistance grant later this year.

On 4 December 2002, during the student protest which
became violent, the MFIET building opposite Comoro mar-
ket was ransacked but not burned down. It was attacked be-
causeit was believed to be associated with the Prime Minis-
ter. During the attack computer equipment and office furni-
ture was brought of the building and burned on the street.
MFIET did not lose banking transaction records as all the
computers had been backed up during theday. MFIET moved
briefly to a temporary office. It has had to replace all the
furniture and computer equipment and has now moved to an
office on Sebastiao Da Costa near the Tais market. MFIET
hopes to be provided with an unused government building
where it could relocate the Dili main branch and the head
office.

Although the US$2 million TFET grant was paid to
MFIET on 18 January 2002, the MFIET head office and
the Main Branch in Dili did not open until 13 May 2002.
The two district branches in Gleno and Maliana opened
in September and November. MFIET has 1,533 borrow-
ers and has distributed $236,800 of the $2 million start-
ing capital in loans.

L oans and Services

MFIET providesloans and savings services. Thefocusis
on providing loans. services in savings are not advertised
due to the inability of MFIET to deal with an anticipated
large number of clients wanting to make deposits. All bor-
rowers have a service account, which comes with the loan.
The service account isto monitor repayments. Passbook sav-
ings accounts are available to the general public, offering
interest if over $50 is deposited.

MFIET offersdifferent types of loansto different groups,
including urban or rural poor; microfinance NGOs, coop-
eratives and credit unions; market vendors; farmers; and
micro-enterprises (small businesses). Typically a client or
group takes out a small loan and once they have repaid it
they can take out a larger loan. The smallest loans are $80
and thelargest are $10,000, which are only availableto other
microfinance operators. MFIET takes a 5% service charge
on each loan, in addition to the interest. (See table below.)

Different groups have different repayment schedules. For
example, market vendors repay their loans on adaily basis
whereas a group of rural/urban women taking out aloan re-
pay them on weekly or bi-weekly bases. Farmers who take
out a seasonal crop loan only pay the interest every month
and make alump sum payment when the term of theloanis
finished.

Interest rates are around 0.35% weekly or 1.5% monthly.
Interest ischarged differently depending on the size and term
of the loan. Salaried individuals and groups who can pro-
vide collateral can borrow $500 or more. These loans are
repaid in monthly installments and interest is charged on the
remaining balance. This means that interest is only charged
on the amount not paid back yet, so astheloan isrepaid, the
monthly payment decreases.

Smaller loans are paid back over a short period of time.
The interest is always charged on the principal, the amount
initially borrowed, no matter how much has already been
paid back or if it isrepaid early. Thisisto reduce confusion
and administration so the clients repay the same amount ev-
ery installment, but it also means MFIET charges more in-
terest for smaller loans than larger loans.

For example, in a microfinance group loan for income
generating projects such as a small kiosk, the loan is taken
out by a group of five people who share responsibility for
the repayments. Initially they can borrow $100, repaid in 16
weeksat 0.35% weekly interest. Including the service charge,
agroup taking out such aloan repays atotal of $110.60 dol-
lars. The combined interest and service charge on such a
loan is roughly equivalent to 35% per year.

A market vendor loan can be taken out by an individual
with astall at one of the Dili markets. They repay theloanin
13 weeks with the same weekly interest and service charge.
This equals 38% per year.

(continued on next page)

Examples of different loans and repayment rates
Type Target Group Amount Schedule Service Interest Annual
Charge Interest
Microfinance Rural and urban $80 to 112 days/repaid 5% 0.35% weekly 35%
group loan poor groups $250 weekly on the principal
Market vendor Stall holders $200 to 91 days/repaid 5% 0.35% weekly 38%
loan 500 daily on the principal
Microenterprise Small business $2,000 One year/repaid 5% 1.5% monthly 14%
loan monthly on remaining
balance
Payroll loan Employed people. $1,000 One year/repaid 5% 1.5% monthly 14%
MFIET staff monthly on remaining
balance
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Interviews with clients

La’ o Hamutuk interviewed MFIET clients
in the Comoro and Taibesse markets as
well asrepresentativesfrom microfinance
groups in Dato, Liquisa. Most borrowers
said that the installments were difficult to
repay and that the terms of the loanswere
too short.
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with three children, said that the loan was
enough for the operations of her small
business to survive. She sells mainly cof-
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fee and sugar and was using the loan to
invest in her stall. She had already re-
ceived a second loan of $250. Sheisable
to make the daily repayment of $2.20 if
she has enough customers, although busi-
nessisvery competitive with many stalls
selling coffee and sugar.

Bendita, a40-year-old widow support-
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ing seven childrenin school, hasalso taken
out amarket vendor loan. Before the loan she sold red beans
and corn, and after borrowing she continued to sell the same
products. She said she had to use the money to support the
immediate needs of her children and was not able to invest
the money in her small stall. According to her, MFIET sent
peopleto look at her house, type of business and asked about
her marital status. She was told that if she did not repay the
loan she would be taken to court. According to an Institute
official thisisin the agreement with the client.

Domingos, 46, aformer guerrillafighter, was among the
first people to borrow from MFIET and is now on his third
loan from the institution. He first borrowed $200, then $350
and now $400. He sells awide variety of household goods,
particularly toiletries. Although his business is successful,
he complains that the daily repayments of $4.60 are a diffi-
cult burden. Domingos said it must be an individual deci-
sion, but he would not recommend other people to take out
loans from MFIET since sometimes it is difficult to sell
enough to repay the daily installments.

Microfinance group loan borrowers L ucia, 41, and Ruben,
26, felt the loans given to them were too small and wanted
to borrow more money. One member said that although each
group should equal five members, MFIET would sometimes
lend to smaller groups. He also said that members of the
same family sometimes comprised one group, although the
group loan should not be placed solely on onefamily. People
said asaresult of theloansthere weretoo many small kiosks
selling the same things, saturating the market. The members
stated there were some groups incapable of making the
weekly payments. They do not know if they will be brought
to court.

In visits made to the borrowers, MFIET officias only
asked questions relating to the type of business and finan-
cial capital. The officials sometimes went to see the house
of the borrower but did not inquire beyond the family’s eco-
nomic condition. The Dato village chief felt he was inad-
equately consulted by isMFIET, which sometimes gaveloans
to those whom he felt were the wrong people.

The majority of borrowers that La’ o Hamutuk met with
expressed a strong interest in businesstraining and financial

management. When asked, none of the borrowers said they
would recommend borrowing money from MFIET. They said
it must be an individual decision, asitisasignificant burden
to repay the loan. Although clients said they did not like
making the repayments and some found it difficult, many
did appear to be benefiting from their loans. In Liquisa,
people wanted savings services, with a nearby bank branch
where they could make regular deposits and earn interest.

Conclusion

There are several other microfinance operations in East
Timor, although most projectsare much smaller than MFIET.
Most other microfinance operators are NGOs working to
provide financial servicesto therural poor. Although one of
the Microfinance Development Project’s main objectivesis
toincreaserural incomesand employment, MFIET islargely
focusedin Dili and hasonly recently opened officesin Gleno
and Maliana. In these areas they have very few clients com-
pared with other microfinance operators. One microfinance
operator operating in the same areaas MFIET reported that
the people perceived MFIET to be for “wealthier” people
and that there was very little crossover between their clients
and MFIET's.

Concerns haveto beraised over the efficiency of MFIET.
In May 2002 the ADB aimed to reach 10,000 households
with the starting capital of $2 million. At thistime MFIET
only has 1,533 borrowers, of whom 1,014 arein Dili. In or-
der to become a sustainableinstitution it needsto lend more
of its capital, which is otherwise being absorbed in operat-
ing costs.

The Head of the Project Management Unit stated that the
long-term plan isfor MFIET to grow into a bank offering a
variety of lending and savings services complete with ATM
machines. Thiswould involve considerably more capital than
the present TFET grant of $2 million and it is unlikely that
thiswill servetherural poor. Where would thismoney come
from? Will the ADB privatize MFIET to raise the capital?
And will the ADB pass ownership of MFIET to the East
Timorese people as a whole, or just a few privileged indi-
viduals? «
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The Asian Development Bank and Privatization in East Timor

by Tim Anderson*

The Asian Development Bank (ADB) arrived in East
Timor at the invitation of the UN and the Trust Fund
(TFET) donor countries, and as the “little brother” of the
World Bank. Both banks share the main goal of “poverty
reduction,” aswell asarange of other nice-sounding poli-
cies.

However, both banks share a single method of pursu-
ing this “poverty reduction” - encouraging private for-
eign investment and lending, privileging exporters and
facilitating privatizations (selling or giving publicly-
owned facilities to private companies). Their real aim is
to foster economic growth through private, profitable for-
eign investment. As part of this push, and in coordination
with the World Bank, the ADB is set to promote large-
scale privatizations in East Timor.

Thetwo banks argue there must be a* happy marriage’
of private profits and benefits for the poor - but unfortu-
nately this*“marriage” is not always so happy. The World
Bank was heavily criticized in the past for pushing big
infrastructure projects, but it now boasts that its priori-
ties “have changed dramatically,” pointing to arisein fi-
nance for education and health, and a fall in finance for
infrastructure (power, roads and dams). What the Bank
does not mention isthat in many countries, including East
Timor, it has handed over responsibility for these contro-
versial infrastructure projects to the ADB.

Elite technocrats, who usually have little connection to
the people affected by the projects, dominate these large in-
frastructure projects. The projects became unpopul ar because
they involved giant foreign construction companies which
carried out forced relocations of people, damaged the envi-
ronment and often delivered expensive services and dubi-
ous benefitsto communities. Such Bank-funded projectsin-
variably required privatization of management to the for-
eign company, and sometimes al so adebt burden on the gov-
ernment, for construction of the project. When there was
anger and protest at these privatizations (e.g. in the Philip-
pines, India and Bolivia), the World Bank usually blamed
the foreign company, or the way in which governments car-
ried out their privatizations.

The ADB Plans Privatizations for East Timor

In East Timor the ADB has had responsibility for manag-
ing Microfinance and Infrastructure (roads, ports, aviation,
electricity, water and sanitation) since 1999. In none of these
areas have there yet been privatizations. But privatizations
are coming. In some of these areas, despite political inde-
pendence in May 2002, the ADB still has the major say.

For example the Foundation set up (with TFET donor
money) to manage the Microfinance Institution of East
Timor (MFIET) is now controlled by the ADB and some
of the large donors. East Timorese only have a minority

*Dr. Tim Anderson is a lecturer in political economy at the
University of Sydney. He has been monitoring international
financial institutions in East Timor on behalf of the Austra-
lian organization Aidwatch. The views expressed are the
author’s and not necessarily those of La o Hamutuk.

say on this Foundation. Thismay be significant if theADB
proposes turning the MFIET into a private profit making
institution. With privatization, interest rates are likely to
rise (to satisfy shareholders), the borrowers debts will be
“sold” to the new owners and the institution will lose its
community character. But who should determine the fu-
ture of this new bank?

In the areas of power and water, the ADB already has
an agenda, including a schedule for privatizations (they
are called “participations” and “partnerships’), even
though such moves are not part of East Timor’s National
Development Plan. Privatizations may also breach some
aspects of the country’s new constitution, which seeksto
maintain local ownership of land and “ permanent sover-
eignty” over East Timor’s wealth and natural resources.

The ADB’s May 2002 Progress Report on East Timor
sets out clear plans for water privatization. The ADB’s
theme paper Water in the 21st Century also makesit clear
that the ADB is committed Asia-wide to moving water
“from apublic good to priced commaodity.” But what does
this mean for poor people’s access to water? And what
political mandate does the ADB have to demand the
privatization of water in East Timor?

In August the ADB received consultant reports on East
Timor’s power sector from Australia’ s Hydro-Electric Cor-
poration (a organization responsible for Australia’'s noto-
rious Franklin Dam project, which was stopped by pro-
test and then legislation in 1983). Predictably, the HEC
reports recommend privatization of power management,
to introduce a billing system and deal with the recurrent
blackoutsin East Timor’stowns. But why does East Timor
need privatization and expensive electricity infrastructure?
L ocal management should be given achanceto work, and
East Timor has enormous oil and gas resources, which
could be used for power in the future.

ADB-managed privatizations will be pushed in East
Timor because they are good for big foreign investors,
not because they are appropriate for East Timor. Yet East
Timor’sinsecurity about its poor basic facilitieswill make
it vulnerable to privatization arguments. The ADB is ar-
guing that East Timor does not have the capital or the
expertise to provide basic power, water and sanitation -
but these arguments are misleading.

Managing Privatization Pressures

It isimportant to know that there are hidden dangersin
and good alternativesto privatization; and that East Timor-
ese people can manage the pressures for privatization.

The dangers of privatization include highly priced ser-
vices (private monopolies almost always raise prices), even
more unequal access to power and water, a loss of public
complaints mechanisms (under East Timor’s Congtitution the
Ombudsman can only deal with acts by “public bodies’),
and aloss of transparency and accountability. Despite ADB
and World Bank claimsto increased transparency, “ commer-
cial in confidence” claims always go hand in hand with
privatizations. Thismeansthat important financial and other
datais no longer available to the public.
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Any proposals for privatized basic services in East
Timor should therefore be subject to aformal inquiry pro-
cess, set by the Parliament, to consider issues such as
these:

1. What will be the impact on consumers, and how can
high prices be controlled?

2. How can poor peoples’ access to basic services (power
and water) be provided?

3. How can access to information about these services be
provided?

4. How can public accountability of these services be
best provided?

5. Who will gain from the sale of public assets?

After such examination, it might be decided that owner-
ship and management of essential services are best kept in
public hands, or at least in the hands of a joint venture -
wherethe Government keeps at | east 50% control, but shares
ownership with a private company.

Experience elsewhere in the world shows that public fa-
cilitiescan be moreefficient than private facilities. Research-
ersat the UK’sUniversity of Greenwich have demonstrated,
for example, that Sweden’s publicly owned water providers
are far more efficient and provide cheaper water than
England’s privatized water providers. In poor countriesthere
have been similar experiences. In Bolivia, development of
the cooperative water supplier in Santa Cruz compares very

favorably to the disastrous privatization undertaken in
Cochabamba. Inthelatter case, huge pricerisesand protests
led to areversal of privatization. In 1994 Honduras chose to
reject privatization of its national water supplier (SANAA),
in favor of internal reorganization and efficiency measures.
Billing, cost recovery and restructuring measures were pur-
sued by SANAA, which the UN now considersamodel pub-
lic project. East Timor can learn from these experiences.

Inthefield of power, privatization is neither the only nor
the best answer to the regular and frustrating blackouts in
East Timor’s cities and towns. Natural gas from the Bayu-
Undan field could fuel small to medium sized gas turbines
for the cities, while other small geothermal, solar and wind
plants could maintain cheap and sustainable power for the
villages.

In the field of microfinance, a community based, cost-
recovery service can be maintained, without any recourseto
privatization. The world’s most successful microfinance op-
eration, the Grameen Bank of Bangladesh, demonstratesthis.
Why not get expert advice on microfinance from Grameen,
rather than the wholesale bankers at the ADB?

East Timorese people can manage the ADB’s demands
for privatization of these basic services if they draw atten-
tion to the problems, the alternatives and to indigenous ini-
tiatives. The new Constitution, the Parliament and the Na-
tional Development Plan provide al the tools for this. East
Timorese people can speak, and the ADB will haveto listen. <

Report on the International Conference on Post-Conflict
Reconstruction Hiroshima, Japan

The United Nations Institute for Training and Research
(UNITAR) held athree-day international conference on post-
conflict reconstruction on 11-13 November 2002 in
Hiroshima, Japan. This conference was attended by delega-
tions from the UN, governments and NGOs from conflict
countriesthroughout Asia, includingAkaraJuvinal fromLa' o
Hamutuk.

The conference was held to share experiences, exchange
ideas and find alternative solutions for reconstruction of
destroyed post-conflict countries (military, political, religion
conflict, etc.).

To better understand the views of reconstruction from
participants of the conference, UNITAR organized the pre-
sentations in several sessions. Hence, participants had the
chance to evaluate UN missions and international institu-
tions that were involved in post-conflict reconstruction.

The conference looked at Japan, South Korea, Vietnam,
Cambodia and East Timor, and the different concepts and
approaches to reconstruction in these countries. In many
cases, historical accuracy and completeness was sacrificed
to meet current-day diplomatic considerations or to protect
the feelings of powerful governments or institutions.

Japan

The Japanese delegate mainly discussed the reconstruc-
tion process after the United States destroyed Hiroshimain
World War 11 in 1945. After both Hiroshima and Nagasaki
were demolished by atomic bombs, killing at least 200,000
people, Japan mobilized national consciousness to recon-

struct. They came up with the slogan “No more Hiroshimas
and no more Nagasakis,” implemented through three devel-
opment strategies: amnesia about the U.S. bombing, raising
fundsthrough private donations and peaceful reconstruction.
With this peaceful reconstruction, Hiroshima succeeded in
reconstruction and the world acknowledged and is proud of
the success. Therefore, theinternational communitiesthrough
UN tend to choose Hiroshima as model of success in post-
conflict reconstruction. [ The Japanese government presenter
failed to mention that Japan was under U.S. military occu-
pation during the first seven years of reconstruction. Japan’s
major post-war economic devel opment growth resulted from
its use as a military support base for the U.S. and the UN
during the Korean War.]

Korea

The Korean delegate spoke about assistance from U.S.
and UN agencies in the national reconstruction process.

He said that South Korea handled difficultiesin state recon-
struction easily because many international agencies, especialy
U.S,, assisted the country. U.S. provided as much as 95% of the
assistance, and there was also multilatera assistance from UN
agencies such as UNESCO, UNICEF and WHO. According to
the South Korean delegation, the success of the reconstruction
resulted from the direct intervention and monitoring by donors
in implementing the reconstruction process and South Korean
leadership reforming interna ingtitutions. With the UN agen-
ciesand donorsmonitoring and controlling programs, some par-
ticipants thought that the reconstruction model in South Korea
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can beamodel for UN and donor countriesto apply in assisting
other post-conflict countries. [The delegate failed to mention
that South Koreawas run by a series of repressive U.S.-backed
military dictators from the end of the war in 1953 until 1988,
and that tens of thousands of U.S. troopsremainin South Korea
to thisday.]

Vietham

In the presentation, the Vietnamese delegate said that his
country was reconstructed with the foreign assistance mainly
from the Soviet Union, after the U.S. had backed the South and
the Soviet Union the North during more than a decade of war
that ended in 1975. After 1990, when Vietnam joined theglobal
capitalist economy, they aso received support from the U.S,,
UN agencies, ADB and international NGOs.

According to Dr. Nguyen Quang Thai, they applied three
strategic concepts of devel opment inimplementing reconstruc-
tion in Vietham: creating stability and peace, making interna-
tional assistance partnership assistance, and directing this as-
gstance towards the interests and needs of the people.

Cambodia

Three different views on the reconstruction process were
presented by three representatives from Cambodia. Former
UN Transitional Authority in Cambodia (UNTAC) coordi-
nator Yasushi Akashi said that the UN had successfully imple-
mented itsmandate in reconstructing Cambodiain emergency
infrastructure rehabilitation, bringing back refugees, conduct-
ing parliamentary elections and forming a new government.

The Cambodialnternal Minister, Mr. Prum Sokha, deemed
that his government faced challenges when UNTAC left his
country. To tackle these challenges, hisgovernmentisimple-
menting three devel opment strategies: creating stability and
peace and maintaining security in the country, supporting
national unity and normalizing international relations, and
intensifying social and economic development. Donor coun-
tries through the World Bank monitor these processes.

Ms. Chanthou Boua, representing Cambodian civil soci-
ety, presented a different viewpoint. She accused UNTAC
of failing to disarm military and civilian factions, and of
failing to neutralize the powerful military in the government.
UNTAC failed to establish democratic governmental insti-
tutions, resulting in dictatorial tendenciesin the present gov-
ernment and a failure to involve civil society with the de-
mocrati zation process.

East Timor

Three non-East Timorese presented views on the recon-
struction process in East Timor: former UNTAET director
of political affairs Peter Galbraith, Sachiko Takedafrom the
Hiroshima-based NGO AICAT, and Michele Brandt from
the Asia Foundation. Galbraith claimed that UNTAET has
been the most successful UN mission. According to
Galbraith, there are five indicators of UNTAET’s success:
preparing for independence; gaining human and financial
resources to conduct the UN mission; a creative, flexible
and strict mission with a‘bottom up’ structure; establishing
ajoint government with East Timor leadership and the inter-
national transitional administration; and conducting nego-
tiations with Australia over oil and gas in Timor Gap.
UNTAET had good and strong leadership under Sergio Vieira
de Mello, who gained the trust of the East Timorese people.

Meanwhile, international NGOs represented by Sachiko
Takeda and Michele Brandt presented different views. They
stated that UNTAET failed to empower East Timorese. One
exampleis forming a National Council where international
staff drafted the regulations without involving the people of
East Timor. UNTAET always experimented with laws from
other UN missions, rather then forming a systematic legal
framework and planning with the East Timorese |eadership.

Conclusion

It seems that Hiroshima conference was a good oppor-
tunity to learn about alternatives for post-conflict recon-
struction. But, the time limitations meant some partici-
pants did not get a chance to discuss alternative models
in detail. Based on the analysis, not all countries are suc-
cessful because each country has different problems and
different traditions. Because of that, it is important to
consider the main problems, traditions, and needs of the
people in the development process as well as participa-
tion of the people.

East Timor is an example where former UNTAET of -
ficial Peter Galbraith praised the mission for successfully
completing its mandate. But Galbraith left out that
UNTAET did not account for traditions and values from
the nation’s struggle, and failed to empower and involve
the East Timorese people in their mission. It should be
acknowledged that during three years the UN mission in
East Timor established peaceful stability and managed
humanitarian problems. However, UNTAET leaves many
challenges for East Timorese, and the “post-conflict re-
construction” of this country has hardly started. The chal-
lengesleft by UNTAET includeits“top down |leadership”
where executive, legislative and judicial powers were all
vested in Sergio de Mello. This tradition has resulted in
problemsin the democratic and judicial processes, main-
taining law and order, and strengthening civil administra-
tion in East Timor after UNTAET. %
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Higher Education in East Timor

As anew nation, East Timor is working to develop in sev-
eral sectors, and the education sector has been identified as
atop priority by the government of the Democratic Repub-
lic of East Timor.

According to article 59, section 3 of the RDTL Constitu-
tion, the government “recogni zes and supervises private and
cooperative education” allowing private investment in the
entire sector from kindergarten to higher education. It en-
ablesprivateinitiativesto participatein education, but it does
not mean that people should be establishing private educa-
tion institutions beyond the country’s needs and capabili-
ties.

Many factors are required to establish a higher education
institution. Funds and facilities are important, but we can-
not forget that a good higher education institution must pro-
duce professional-quality graduates in each field, not just
hand out printed degrees. Therefore, quality teachers and
teaching are necessary to provide academic and professional
skills to those sitting in the classroom.

Higher Education Institutionsin East Timor

La’ o Hamutuk has identified 14 higher education institu-
tionsin East Timor. The information in the table on the next
pageisthe best we could get (much of theinformation comes
from the Department of Education), but things can change.

Of the 14 instituteslisted, only UniversitasNasional Timor
Lorosa’ e (UNATIL) is a government university. UNATIL
has been receiving 70% of itsfunding from the government;
professors are paid by the government as civil servants. The
institution has also received educational infrastructure and
other material support to rehabilitate the campus, and for
chairs, desks and library facilities from East Timor’s gov-
ernment, aswell as from other countries including Portugal
(Agriculture and Teacher Training), Australia (Economics
and Sacial Sciences), the United States (building reconstruc-
tion) and Japan (Technology).

Many private higher education institutions have been
opened here, in general with the same goals of enabling high
school graduatesto continue their education and developing
East Timor’s human resources. The first goal is probably
already met. During the UNTAET transitional period, East
Timor aready had two universities, UNATIL and UNDIL,
but they did not have space for all the high school graduates
seeking higher education and the studentswho had their stud-
iesinterrupted in 1999. UNATIL evolved from Universitas
Timor Timur (UNTIM), the public university under the In-
donesian occupation. That university was destroyed in 1999
by the Indonesian military and militia violence, and most of
the professors, who were Indonesian, left East Timor. Under
UNTAET, it was rebuilt and renamed UNATIL, which has
become apublic university under the now-independent gov-
ernment.

The Higher Institute of Economics and Management
(Instituto Superior de Economicae Gestéo, ISEG), aprivate
higher education institution focusing on economics, was
formed in 1998. Under UNTAET thisinstitute used existing
facilitiesin Balide, Dili. After independence, ISEG evolved
into afull university and became UNDIL.

However, La’ o Hamutuk’s investigations showed that in
most of the private higher education institutions the condi-
tions are worrisome, with very minimal facilities. Half the
professors only have a Bachelors degree, and others just a
diploma (D3, alower degree), with inadequate facilitiesand
poorly educated teaching staff. But although with very inad-
eguate and limited human and material resources, these in-
stitutions are established and engaged in the education pro-
cess. Quality institutions should have full facilities at their
disposal, such as laboratories, libraries, art and sport facili-
ties, aswell asinformation centersand quality teaching staff.

Donor Support to Private Higher Institutions

Most of these institutions do not have adequate finances,
professors and facilities. Those are the ones that receive aid
from partners and international donors. This list includes
some of the donations which helped various institutions get
started; we have not been able to obtain acompletelist of all
aid to al institutions.

vV UNDIL received adequate computer facilities from the
University of Melbourne (Australia) and books from In-
donesia.

V Universitas Maulear receives $3000 in financial support
fromagroup of Chinese companiesin Hong Kong, courses
in information and tourism and teaching staff from aBali
business organization, and two computers, desks and of -
fice supplies from the Victoria-Melbourne and Australian
Departments of Education.

v Dom Martinho University hasreceived 17 computersfrom
New Zealand.

v DIT works together with Victoria University, Australia,
in particular in exchanges of professors and students, and
received 40 computers from ANZ Bank and 40 from
Victoria University.

v 10B has already received full support from several insti-
tutions for campus buildings, chairs, desks, computers,
library, and laboratory. Salariesfor the professors are paid
by USAID and their NCBA coffee cooperative project.

We believe that donors who assist higher education insti-
tutions have the abligation to pay attention to and evaluate
the needs and problems of these institutions from a broader
perspective, not only to aid specific areas without consider-
ing the impact on the people and government of East Timor.

Why do donors give assistance to establish private uni-
versities?

Frangelino da Costa Freitasfrom Universitas Maul ear told
La’ o Hamutuk he does not know the underlying interests or
reasons of the donors, but that there is a specific goal in
making the name of their institution known, to improvetheir
visibility and their opportunitiesto conduct businessin East
Timor.

If donors want to help continue the education of high
school graduates, wouldn’t it be better to support the already
existing universities, UNATIL and UNDIL, to expand the
number of students they can take, and improve the quality
of their ingtitutions and their degrees?

(Continued on page 14)
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Higher Education Institutions in East Timor

Name Loca- | Owner- | Rector | Stu- | Profes- Faculties Tuition/ Comment
tion ship dents| sors semester

National
University of 5: Social and Political $80? Recent tuition increase being
Timor Dili RDTL Benjamin [ 6,000 126 |Sciences, Agriculture, (up from $30 |disputed; may change.
Lorosa’e government | de Aradjo Education, Economics, in 2000-1,

(UNATIL) Cortereal Technology $40in 2001-2)

.lfuﬁd'aééb' R P T P .20"5E)a.rts.: I.nf.oanétiZ)n., 0 SRR SR
Universidade [Dili RDTL 160| (changing |nomics, Electronics, Agri- Special education in the
Portugal government each [culture, Portuguese Portuguese language at
(FUP) semester) |language UNATIL

Dom 5: Econ. & Mgmt, Soc.Sci. Founded by people from

Dili Univ. Dili Boaventura |Lucasda | 1,822 40 [& Public Relations, Health, $135|RENETIL (ET student

(UNDIL) Foundation |Costa Law & Tech. (ind. & arch.) resistance in Indonesia)
18 (5 full |3: Law, International Offers diploma (D3) and

Maulear Dili Maulear Feliciano 305|time; 13 |Relations, Language and $80|bachelors degrees. Supported

University Foundation |da Costa part-time) |Art by Rogerio Lobato.
Francelino 36 (one  [4: Technology, Sea & $120 ($180

Jupiter Univ. |Dili Saint da Silva 120[Ph.D., 35 |Fisheries, Agriculture & for 3-month| Founded by Finantil High
(Unter) Foundation |Correia bachelors ) |Forestry, Biology & Math | prep. course)| School (Dili)

Continental 6: Law, Palitical Science,

University Continental | Florindo 404 30 |Agriculture, Education, $68| Associated with Col. Lere
(Unicon) Dili Foundation |Pereira Technology, Economics Anan Timor of FDTL
Dom Dom 15 (5 full-

Martinho Dili Martinho Baltazar 100[ time; 10|4: Economics, Society and $35|Planned, not yet started
Univ.(Unimar) Foundation | Manekehi part-time) | Politics, Technology, Law
Boa Ventura Egas

ol University Manufahi Barros Agriculture

9

‘@) Matebian

2l Community  [Baucau Fransisco[ 175 1214: Law, Economics,

5| Univ. (UCM) Parada Agriculture, Education

” Institute of Foundation Kli- 24 (20

5 Business Dili bur Mata Dalan | Agusto 78| Bachelors, |3 departments: Financial

k= (I0B) ba Koperativu | da 3 Masters, [Management, General $300

% no Fila Liman | Concei¢éo 1 Ph.D.) [Management, Accounting

2

| Dili Inst. of Jodo 200(Dili)| 28 (8 full- $90 (B&M)| Associated with Association of
£] Technology [Diliand |DIT Cancio 168| time; 202 depts.: Business & $120| Resistance Veterans (AVR)
© Il Oecusse [Foundation | Freitas  |(Oecusse)| part-time) |management, Technology | (Technology)|and Kirsty Sword Gusméo

Instituto de Father
Ciéncias Dili Catholic Yulius 60 10 [Institute for catechist and $60[Known as ICR.
Religiosas  |(Lahane)|Church Yasinto (approx.) |priest assistants
IKIP Kristal,

Teaching and |Dili Kristal Antonio Train junior and senior high
Educational |[(Balide) |Foundation |Cabral school teachers
Science Inst.

Arnando

IKIP Kristal, |Gleno- |Kristal Martins Train junior and senior high
Gleno Ermera |Foundation |de Deus school teachers
Catholic Inst. |Baucau |Baucau Train teachers at the Founded in 2000; run by
for Teacher Diocese primary and secondary Marist Brothers (Australia)
Training education level
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According to international donors, they want to help carry
out the government’s program and develop East Timorese
peopl€e’ shigher education. USAID/NCBA, for example, says
that the government and other countries already assist
UNATIL and UNDIL, so that NCBA prefers to support
smaller private institutions. Perhaps they feel they can be
more effective in promoting their vision of an export-ori-
ented, privatized economy?

It appears that the donors prefer to support institutions
owned by private organizations, rather than UNATIL, which
is owned by the people of East Timor. If donors focused
their aid on UNATIL, it would greatly benefit East Timor’s
government and people to have alarge, high-quality, public
university, which could provide more students with a better
education.

On the other hand, two donors that support private insti-
tutions told La’ o Hamutuk that because UNATIL is influ-
enced by Portugal, international institutionsfrom other coun-
tries are unwilling to assist it. UNATIL receives assistance
from the Portuguese government (Institute Camdes through
the Fundag&o Universidade Portugal (FUP)). The FUP was
founded to enable Portugal to work with UNATIL, with al
the courses taught in Portuguese and half of the professors
coming from Portugal .

Government regulationsregarding UNATIL

Currently the government isfunding UNATIL. But itsste-
tus as a government institution is not yet officially clear,
because no regulations or legal foundations regulate or de-
fine the status.

Legiglation to establish UNATIL as a public or govern-
ment university (Estatuto da Universidade Nacional Timor
Lorosa’ €) has been drafted and given to the Minister of Edu-
cation, later it will be studied by the Council of Ministers
for approval.

Regulation of private institutions

Article 59, section 3 of the RDTL Constitution also gives
the government responsibility for higher education, with the
duty to regulate and develop, as well as recognize, the pri-
vate institutions. But in this period the government’s educa-
tion department has not yet issued aregulation or legal foun-
dation to regulate higher education.

According to the department’s Director of Higher Educa-
tion, Dr. Justino Guterres, they have already drafted “ Regu-
lations for private and cooperative higher education institu-
tions (Estatuto do Ensino Superior e Cooperativo).”

In July 2002, the Minister of Education and Culture asked
the Director of Higher Education to prepare regulations re-
garding private and cooperative higher education, in order
to regulate the establishment of these private institutions.
Various departments began reviewing a draft regulation in
January 2003, after which it will go to the Council of Minis-
tersto consider and approve.

According to Dr. Justino Guterres, some of the fundamen-
tal regulations for cooperative and private institutions are
already in place. In the near future the government will cre-
ate a special team to supervise al the current higher educa-
tion ingtitutions, and then evaluate if their conditions meet
the following draft criteria

v Have avalid place and campus building with sufficient
classrooms

v Have enough lecturers of sufficient quality

v Have enough funds and good financial practices
Vv Have alibrary

v Have laboratories

v Have an information center

v Have aresearch center

If there are private higher education institutes that do not
meet these criteria, they will be forced to close. And those
that passwill be given government accreditation, which will
guarantee a level of quality for higher education, and help
people to know that the institutions are up to a good stan-
dard.

Conclusions

After studying the limitations of private higher education
institutions, we believe that there has been too much of a
rush to establish many private universities, often lacking ad-
equate facilities and human resources, and not enough sup-
port for public ones. The existing public university, UNATIL,
should be developed first. The quality of education is more
important than creating institutions to make money for pri-
vate businesses administrators or serve particular political
constituencies.

The proliferation of institutions creates problems because
of the lack of trained educatorsin East Timor. Many profes-
sors teach at several institutions (we know of at least one
who has five part-time teaching positions), and cannot give
adequate attention to their students, preparetheir lessonsand
materials, correct assignments, or even attend classes.

Besides that, the government’s education department
does not yet have legal regulations for higher education.
The government has yet to define curriculum require-
ments, and promulgate regulations about language in the
teaching process. Up to now, institutions have been adopt-
ing education systems from Indonesia, Portugal and else-
where.

Also specific countries are providing funds to private
higher education institutions. These beginnings of liberal-
ization and privatization in the education sector are already
having an impact, and could impose certain attitudes or di-
rections in the future. East Timor is a small nation with a
relatively small population with asyet undevel oped economic
possibilities.

From all of this, we hope that existing higher education
institutions will exist not only in name, but can provide a
quality academic and professional education to develop our
nation’s people. In addition, education isafundamental right
and we hope it won't be treated as a commaodity, which can
be sold and bought. Some institutions do not have a solid
financial base, and could close for lack of money, which
will cause even more problems for students and their par-
ents.

If al of thisisn't valued, then higher education will face
further difficultiesand the students could be stuck with heavy
burdens because they will pay expensive tuition for a ques-
tionable-quality education. <
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In Brief...

The World Bank and the Government of East Timor held
the seventh Donors' Conference on 9-10 December 2002
in Dili. In the “Timor-Leste and Development Partners
Meeting,” donors and the government discussed educa-
tion, health, agriculture, and capacity building. They also
evaluated development since the last donors' meeting.

Previous meetings were held in Tokyo (December
1999), Lisbon (June 2000), Brussels (December 2000),
Canberra (June 2001), Oslo (December 2001), and Dili
(May 2002).

The government reported to donors that the develop-
ment process was on schedule and has involved civil so-
ciety in all sectors. The government also reported that
the programs of the government have reached all the dis-
trictsin East Timor. Civil society representatives presented
different views, urging the government to be more forth-
coming with information and be more honest about the
pace of development.

On 1 January 2003, the United Nations High Commission
for Refugees (UNHCR) and the Government of Indonesia
revoked international refugee statusfor East Timoreseliv-
ing in West Timor and elsewhere in Indonesia. The most
noticeable immediate effect of UNHCR'sdecision wasthe end
of transportation support from UNHCR and IOM for refugees
returning to East Timor. Approximately 30,000 people are il
living in camps, and 1,000 East Timorese children are sepa-
rated from their parents and other relatives, many under the
charge of pro-autonomy groupsin Indonesia. The Government
of Indonesia now considers the refugees to be Indonesian citi-
zens, andwith UNHCR isidentifying permanent rel ocetion Sites,
mainly in West Timor and neighboring islands, for the East
Timorese remaining in the camps. According to preliminary
results from NGOs operating in the area, many of the Stes are
isolated and offer inadequate farmland, and it is doubtful how
willing the East Timorese will beto moveto locations on other
idands, and how willing their new neighborswill be to accept
them. (For more on the refugee situation, see LH Bulletin
\ol. 2 Nos. 4 and 6-7, and Vol. 3 No. 4.) <

Editorial: No War Against Iraq! (continued from back page)

ing effectively with the dangers of Iraq’s possible weapons
of mass destruction, and we urged all governments — espe-
cialy Irag and the United States — to cooperate with its mul-
tilateral process.

Although the invasion has begun, we continue to believe
that negotiation and compromiseisessential to restore peace.
Every human lifeisirreplaceable, and every possible effort
should be made to save each one.

During the past three years, the United States, Austra-
lia and the Great Britain have made valuable, peaceful
contributionsto East Timor’s independence and devel op-
ment. Although this assistance cannot undo their decades
of support for Indonesia’s illegal occupation, it is never-
theless welcome. Similarly, peaceful support by those
nations for democracy and reconstruction in Iraq would
have been welcome — even though these same countries
were happy to sell weapons to and buy oil from Saddam
Hussein for many decades.

After Iraginvaded and occupied Kuwait in 1990, the U.S.,
Britain and others attacked Irag, reversing the invasion and
taking many Iragi civilian lives. Although Indonesiawas oc-
cupying East Timor at the same time, the U.S. and others
felt no need to act here, notwithstanding that the Indonesian
occupation had killed far more people than Irag did in Ku-
wait, and that a strong, nonviolent action could have ended it.

As every East Timorese knows, the Indonesian invasion
and occupation of this country resulted in massive civilian
casualties. Yet, during 24 years of occupation, neither East
Timor’s resistance nor any foreign government advocated
invading Indonesiaor attacking Indonesian civilians. We un-
derstood that the Indonesian people, like us, were victims of
Suharto, and should not be punished for his crimes. Like-
wise, the people of Irag, living under Saddam’s repression,
are not his co-conspirators. The invasion of Iraq is killing
Iragi civilians, on top of hundreds of thousands who have
aready died from the decade-long embargo.

Suharto’ s dictatorship was eventually ousted by the Indo-
nesian people, who accomplished “regime change” through
largely peaceful means. The people of East Timor made our
own “regime change” through the Popular Consultation. In
both cases, international support was mostly nonviolent and
awaysdefensive, never targeting civilians. Similarly, thede-
cision about who should govern Iraq is onefor the people of
Irag to make, not foreign governments—although those gov-
ernments could have provided nonmilitary help, if requested
by the Iragi population. But now that invasion has started, the
amosphere for peaceful international cooperation with demo-
cratic Iragi elements, even after the fighting stops and Saddam
Husseinisnot in power, may have been poisoned irretrievably.

East Timor’s newly-independent government is now a
member of theinternational community, with consequent re-
sponsibilities to participate in global decisions. Last Sep-
tember, East Timor ratified the United Nations Charter, com-
mitting this nation to support peaceful means for resolving
international disputes. East Timor’s government should use
its voice and vote to support continued UN inspection and
disarmament effortsin Irag, and to oppose military and eco-
nomic actions which mainly punish innocent civilians.

We are dismayed by statements and articles by Foreign
Minister José Ramos-Horta, in which he praises U.S. policy
and gives support to the Bush administration’s military cam-
paign to overthrow the Iragi government. Although the Nobel
Peace Prize laureate may earn thanks from the current re-
gime in Washington, he is tarnishing East Timor’s claim to
beamode for justice, peace and sl f-determinationin theworld.

Over the past three years, many, including the UN and the
three nations leading the charge against Irag, have taught East
Timor about the rule of law, which protectstheweak from those
who might abuse their greater power. This applies to big na-
tions as well as small ones. We continue to demand that all
governments respect the decisions of the United Nations, and
not take the law, or the war, into their own hands. <
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Editorial: No War Against Iraqg!

e war between
the United
States (with a

few supporters) and
Iraq isamatter of glo-
bal concern, and
people everywhere in
the world must make
our voices heard. Al-
though this does not
directly affect East
Timor, we believethat |
the East Timorese
people, with our own
recent and horrible ex-
periences of war and
repression, have a
unique perspective. In
addition, our close re-
lationship with the
United Nationsfor the
past three years has
taught us that this glo-
bal institution has an
essentia rolein attain-
ing and preserving

peace.

On 15 February, East Timorese and internationals orga-
nized aprotest in Dili as part of worldwide anti-war demon-
strations. We walked peacefully tothe U.S., British and Aus-
tralian embassies, and talked with the U.S. and British am-
bassadors to East Timor. Although we (and, indeed, the ma-
jority of theworld's governments, including the United Na-
tions) were not able to dissuade the United States and its
allies from attacking Irag, we continue to believe that the
attack, in defiance of the UN Security Council, is unwar-
ranted, immoral, and criminal.

The government of the United States (with support from
Great Britain and Australia) is leading the war against Irag.
These three governments have helped East Timor become
independent since 1999 — but from 1975 until 1999 they sup-
ported the brutal Indonesian military occupation of our coun-
try, supplying weapons and training to the Indonesian army
to enable it to kill and torture our people. We can see no
moral principlein their current effort to overthrow Saddam
Hussein, with consequent massive casualties among Irag
civilians and others, when they felt no compulsion to over-
throw Suharto, who was at least as bloody and brutal as
Hussein. Although we make no apologies for Saddam’s dic-
tatorship, we share the view of the majority of Americans,
Britons and Australians that war is not the answer.

Since 1999, the United Nations has been aforce for peace
and nation-building in East Timor. Although La’ o Hamutuk
has often criticized its shortcomings here, we believe in the
basic principles of the United Nations—that governments of
the world should find peaceful ways to end conflict, injus-
tice, and other threatsto peace. The United Nationswas deal -

(Continued on previous page)

What is La’o Hamutuk?

La’o Hamutuk (Walking Together in English) is a joint
East Timorese-international organization that moni-
tors, analyzes, and reports on the principal interna-
tional institutions present in Timor Lorosa’e as they
relate to the physical, economic, and social recon-
struction and development of the country. La’o
Hamutuk believes that the people of East Timor must
be the ultimate decision-makers in this process and
that this process should be democratic and transpar-
ent. La’o Hamutuk is an independent organization and
works to facilitate effective East Timorese participa-
tion. In addition, La’o Hamutuk works to improve com-
munication between the international community and
East Timorese society. La’o Hamutuk’s East Timorese
and international staff have equal responsibilities, and
receive equal pay and benefits. Finally, La’o Hamutuk
is a resource center, providing literature on develop-
ment models, experiences, and practices, as well as
facilitating solidarity links between East Timorese
groups and groups abroad with the aim of creating
alternative development models.

In the spirit of encouraging greater transparency, La'o
Hamutuk would like you to contact us if you have
documents and/or information that should be brought
to the attention of the East Timorese people and the
international community.
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