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Executive Summary

The Governance for Development (GfD) Program wasan eight-year, AS72 million governance program,
implemented by Cardno Emerging Markets (Australia) Pty Ltd (Cardno). The program ranfrom mid-2014
until 30 June 2021, with a one-year $7.5 million transition phase extending the program until 30 June 2022.
GfD worked towards achieving a stable and prosperous Timor-Leste by means of economic development and
better service delivery. It had two End-of-Program Outcomes (EOPOs): ‘Government of Timor-Leste (GoTL)
makes evidence-based decisions and policy’, and ‘GoTL improves implementation of policy and delivery of
services’ by working through three areas of reform: Public Financial Management (PFM), Public
Administration, and Economic Development. It built on the Interim Governance for Development Support
Services (IGfDSS) program, which ran from August 2012 to April 2014. The interim program, also
implemented by Cardno, served as an opportunity totrial the innovative approaches that would be included
in the final GfD design, and to undertake foundational activities that would be continued in the long-term
program.

Program design and evolution

The design of the GfD program waslargely completed under AusAID, prior to its merger with the
Department of Foreign Affairsand Trade (DFAT) in 2013. It was anticipatedinthe design that the Australian
Embassy in Dili would have a strong hands-on role and would directly manage implementation of the GfD
program.Under the first phase of the program (2014 — 2017) the role of Cardno wasfocused largely on
adviser management and support, operations, and logistics. However, the intended role of the Embassy was
impacted by significant reductions in budget and resources in 2014, placing heavy demands on the
Counsellor and First Secretary who had primary responsibility for the management of the program. As a
result, the DFAT Timor-Leste Desk (Desk) in Canberra assumed a significant role, including managing the
Head Contract between DFAT and Cardno, and becoming involved in Monitoring and Evaluation (M&E),
Gender Equality and Social Inclusion (GESI) and engagement with grant partners. An effective triangular
relationship between the Embassy, Deskand Cardnoensured that the program continuedto deliver under
circumstancesthat were significantly different from those envisaged when GfD wasfirst designed.

Under the second phase of the program from mid-2017, a number of changeswere made tothe role of the
managing contractor, primarily due to the growing workload of Embassy staff. Cardnoassumed responsibility
for the contracting and management of grants, other than those with multilateral organisations,andthe
position of Deputy Director of Operations was upgradedto Director of Operations. Further changeswere
made in late 2018 whenthe position waschangedto GfD Team Leader, with anassociated increasedrole in
programstrategyandinput into program decisions. A second international management position, Program
Coordinator, was also created, with lead responsibility for the program’s M&E. Through these changes the
strong ‘one team’ approach between Cardnoand the Embassy continued.

The program’s Theory of Change (ToC) also evolved. The original design included six EOPOs, driving towards
a single goal of ‘Poverty reduction in Timor-Leste through economic development and delivery of services’,
under two pillars: ‘Fiscal and Economic Policy’, and ‘Improved Services’, the latter encompassing PFM and
Public Administration. In early 2018 the ToC was significantly revised. The updated ToCincluded a new
Program Goal: ‘A stable and prosperous Timor-Leste’ in alighment with the Australianaid program’s goalin
Timor-Leste, underpinned by ‘Economic Development’, and ‘Better Service Delivery’, and just two EOPOs.
Further adjustmentswere made to the ToCin 2019. The EOPOs were changedslightly to the following:

= Government makes evidence-based policies and decisions
= Governmentimproves implementation of policies and delivery of services

Ratherthanhaving a separate ToC with separate EOPOsfor each of the program’s three work areas—PFM,
Economic Policy and Public Administration — a decision was made tomaintain consistent EOPOs and
Intermediate Outcomesacross all three workstreams, with foundational activities, influencing activitiesand
immediate outcomes being developed specific toeach work area. This approachreinforced cohesion across
the program, and synergies between workstreams.
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Program context

GfD supported a total of four different Timor-Leste governmentswith four different Prime Ministersand five
different coalitions. Despite political differences, the overarching goal of most of these governmentswas to
achieve the outcomes presented in the national Strategic Development Plan (SDP) 2011 - 2030.
Notwithstanding this continuity in commitment to the SDP, GfD’s investment context changed ssignificantly
over thelife of the program, particularly whenthere wasa change in Government, coalition arrangements,
or Prime Minister, necessitating GfD to assess the new context and review entry points to continue
supporting the implementation of the Government'sreform agenda and the program’s strategic objectives.
The advent of COVID-19in early 2020 further impacted significantly on the context within which the
programwas being implemented.

Phase One

Cardno’s primary focus in Phase One wason operationsand logistics, human resource management,
financial management and Workplace Health and Safety (WH&S) aswell as the integration of GESI into
program management and delivery, and the establishment and implementation of an M&E system.

Robust processes for the recruitment and selection of advisers were put in place, and a ‘one stop shop’ was
established through which all team members could submit administrative documents. A performance
management system wasimplemented, along with a program of staff development and training. Feedback
from Review and Reflection (R&R) workshops towardsthe end of the first phase indicated a generally high
level of satisfaction with the GfD advisers and their ability not only to provide high quality technical advice,
but also to strengthen capacity of Timorese across the civil service. High quality administrative and logistics
systems ensured that advisers and counterpartsreceivedthe support that they needed in a timely and cost-
effective manner. The program paid particular attentionto WH&S, not only striving to ensure that all GfD
team memberswere working in a safe and healthy environment, but also building the understanding of GoTL
counterparts of the importance of paying attentionto WH&S.

M&E remaineda challenge throughout the first phase of the program.The initial M&E plan, developed by an
international adviser, was refined with significant input from Desk and the Embassy, with the support of a
national M&E consultant. While program quarterly reports provided a comprehensive narrative of activities
undertaken under each workstream and attempted torelate activitiesand achievementsto program
outcomes, the linkageswere not alwaysclear, and it was difficult to get a cohesive picture of the
effectiveness of activitiesin progressing towards anticipated program outcomes. A series of useful
Monitoring, Evaluation and Learning (MEL) activities were, however, undertaken, including both planning
and Political Economy Analysis (PEA) sessions and annual R&R workshops involving GoTL counterpartsand a
range of other stakeholders. These formal planning and review processes were an important element of the
program’sgovernance processes and were complemented by weekly program discussions involving the
Cardnoand Embassy GfD teamsas well as Desk, which provided a forum todiscuss the political context and
its impact on the program on a real time basis.

Although decisions around program strategy were the responsibility of the Embassy, the Cardno-managed
GfD Support Services (GfDSS) influenced program achievementsthroughits ability to select and support a
high-quality team of advisers andto provide them with the support they needed to performtheir roles
effectively. The early years of GfD’s PFM support focused on Direct Budget Support (DBS) throughthe
Ministry of Finance (MoF). However, a change of Government in early 2015 changed the institutional and
political context of DBSsignificantly. Responsibility for GoTL’s annual budget was transferred from MoF to
the newly-formed Planning, Monitoring and Evaluation Unit (UPMA)in the Office of the Prime Minister
(OPM). Around the same time MoF did not achieve some of the agreedtargetsinthe DBS monitoring matrix,
leading to DBS being terminated. In parallel DFAT-Canberra terminated its contributionsto the Australia-
World Bank Strategic Partnership Timor-Leste Trust Account on the basis that the Analytical and Advisory
Activity was underperforming. GfD’s PFM support shifted to UPMA in 2015, and GfD enteredinto a
partnership with the Organisation for Economic Cooperationand Development (OECD), which supported
GoTLto develop the GoTL Budgetary Governance Roadmap. The roadmap wasapproved by Council of
Ministers (CoM)in 2017, setting out a long-term, sequenced approachto budgetary governance and PFM
reform, including the implementation of Program Based Budgeting (PBB), development of a Medium-Term
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Expenditure Framework, and civil service capacity building reforms. GfD-funded advisers in UPMA supported
initial steps in the implementation of this roadmap, including the establishment of a PBB structure and
associated costing models, the development of a Gender Responsive Budgeting (GRB) policy note and
incorporation of gender markersinto PBB guidelines, and the development of anintegrated planning and
budgeting management information system, Dalan Ba Futuru Timor-Leste (DBFTL).

GfD’s progress in relation to Economic Policy during the first phase of the program was hampered by limited
Embassy resources, the resource-intensive engagement associated with DBS, and tensions in Australia’s
relationship with Timor-Leste as a result, in part, of negotiationsaroundthe Timor Sea. The slower than
anticipated pace of engagement meant that GfD focused on where it could get traction, rather than
necessarily where it wasanticipatedin the original design, or where it was most strategically influential.
However, a number of pieces of policy and legislationin relationto the Business Enabling Environment,
accession to the World Trade Organisation (WTQ) and economic diversification more broadly, were
progressed through a combination of advisory support and inputs from GfD’s grant partners Monash
University and the Australian Bureau of Statistics (ABS). Through a grant agreement with the Asia
Development Bank (ADB), GfD also commenced support for the transformation of the country’s
Government-owned National Commercial Bank, Banco Nacional de Comérciode Timor-Leste (BNCTL), to
become a fully licenced commercial bank. In early 2017 GfD appointed the program’sfirst adviser to the Civil
Aviation Authority Timor-Leste (AACTL), and with their support, the National Civil Aviation Policy was
approved by the CoM in May 2017, providing a national vision and direction for civil aviationin Timor-Leste.
GfD also provided twointernational advisersto the National Communication Authority (ANC) to support
diversification in the telecommunications sector and to develop the mandate of ANC as the
telecommunicationsregulator. However, while some progresswas made in relationto institutional capacity
building and the development of a number of technical manuals, the bigger aim of establishing ANC as an
effective independent regulator wasimpeded by internal politics, and a decision was made towithdraw
support to ANCin 2017.

The focus of GfD’s Public Administration support during Phase One wason Human Resource Management
(HRM) reform through support to the Civil Service Commission (CSC). GfD supported the development of the
CSC’s Strategic Plan2015-2030in July 2017, aswell as the completion of the National Staffing Diagnostic
project which provided baseline information on the current status of the Government workforce, HRM
practicesand constraints. A number of policy and legislative reviews were completed, and progressstarted
on establishing an interface betweenthe CSC’s Personnel Management Information System (PMIS) and
MoF’s Financial Management Information System (FMIS) — central to improving the accuracy of the
Government’s payroll.

Specialist resources tosupport GESI were limited during most of Phase One, with a Fly In Fly Out Gender
expert from DFAT visiting Timor-Leste on a semi-regular basis to advise the GfD team. Despite limited
resources, Cardno, withthe support of the Timor-Leste Desk, developed a Gender Strategy and Practice
Note to guide the GfD teamin theirimplementation of gender policy and practice. GESI considerations were
addressed in internal policies and practices, including in recruitment and selection and training activities and
M&E. At a program level, the appointment of dedicated gender resources in early 2017 led tosignificant
progress with respect to GRB, and the consideration of gender and inclusion in the development of the
National Employment Strategy, aswell as in the CSC 2018 Annual Action Plan.

Phase Two and GfD Transition Program

A progressive re-shaping across Phase Two of both GfD’s M&E system and ToC, as wellas of Cardno’srole
and resourcing, contributedto significant progress being made towards GfD’s EOPOs under Phase Two.
There are numerous examples of where evidence provided by GfD informed decision-making and policy
development (EOPO1). For example the development of an action plan to streamline key business licensing
processes following analysis supported by GfD, use of the DBFTL management information system by the
Budget Review Committee in their consideration of the 2021 budget, consideration of research and analysis
provided by GfD advisers and grant partnerstoinform the development of the COVID-19 Economic Recovery
Plan (ERP), and the development of COVID-19 safety arrangementsfor Diliairport on the basis of the advice
of the GfD Strategic Aviation Adviser.
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While progress was slower in relationto EOPO2, there are examples of improved policy implementation
across all three workstreams. For example, the development and approval of the 2021 and 2022 General
State Budgetsusing a PBB approachwas a significant stepin the implementation of key aspects of the
Budgetary Reform Roadmap. In relationto Public Administration, three rounds of merit-based promotion for
general career regime civil servantswere completed in 2019, 2020and 2021, demonstrating the
commitment of the CSC to strengthening meritocracy across the civil service. And a number of
improvements were made to business registration and licensing processes following a mapping of current
licenses and development of an action plan for improvement, strengthening the Business Enabling
Environment.

Specifically in relationto PFM, the progressive implementation of a PBB approachto annual planning and
budgeting continued throughout Phase Two, withthe 2021 budget being the first in whichall GoTL entities
(with the exception of those withinthe Regido Administrativa Especial de Oecusse Ambeno (RAEOA)) drafted
their budgets using a program classification structure. In preparing the 2022 budget RAEOA too adopteda
PBB approach. Development of DBFTL continued, and it became an integral tool to support the annual
planning and budgeting process. From 2018 onwards, the parliamentary Budget Review Committee was
trainedin the use of DBFTLand drew on it heavily in their consideration of the 2021 and 2022 budget
proposals. Significant progress wasalso made with respect to GRB. All Government entitiesapplied a ‘gender
marker’ in preparing their 2020 budgets, with 11 institutions using the gender marker correctly andincluding
appropriate targetsandindicators,and in the 2022 budget all GoTL entitiesincluded a program specifically
focused on gender. Drawing oninformation capturedthrough the gender marker, the Government’s annual
performance reports now include a section on gender, enabling the Secretary of State for Equality and
Inclusion to monitor Line Ministry implementation of gender policies and commitments.

In relationto Public Administration, GfD continued to support HRM reform through engagement with the
CSC.Two key pieces of legislation were developed during this period with the support of GfD: on Civil Service
Workforce Planning, and on Individual Performance Management. However, pressure on the CoM schedule,
and other political imperatives, led to delays in approval of this legislation. The successful implementation of
three rounds of merit-based promotion for civil servantswas a significant achievement. Significant progress
was also made with respect to civil service Information and Communications Technology (ICT) systems,
including further progress towardsan interface betweenthe CSC’s PMIS with the MoF FIMS, the
establishment of remote accessto the PMIS for many CSC staff, and the introduction of an online ‘ticketing’
system enabling remote lodgement of enquiries to the CSC by Line Ministries. GfD also placed advisersin TIC
Timor, GoTL’s central ICT agency, with a focus on ICT strategyand ICT governance. When this work was
disrupted by COVID-19, GfD took advantage of the opportunity to support the development of a ‘COVID-19
dashboard’ that provides authenticated information on the statusof COVID-19in Timor-Leste. More recently
GfD supported progression of a planto implement a ‘Unique ID’ system across Timor-Leste, and developed
an implementation strategy which wasapproved by CoM in mid-2021. GfD also supported the pilot of an e-
governance assessment which will provide baseline information on the basis of which todevelop the GoTL
ICT Strategy during the final months of GfD.

In 2019 GfD also provided support for broader public administration reform efforts within the Ministry of
Legislative Reform and Parliamentary Affairs (MRLAP). GfD advisers supported development of a Public
Administration Reform document, which set out five pillars of reform for public administration.The
document is comprehensive and drawson best practice examplesfrom across the globe. There are,
however, differences of opinion within the Government with respect to some of the recommendations, and
while the document has been approved in general terms by the CoM, specific pieces of legislationare still to
be approved. GfD withdrew its support for these MRLAP-driven reforms in January 2020, given the potential
conflict that had emerged with respect to policy objectives and long-term support that the program had
provided to the CSC.

An assessment of the impact of GfD support on the civil service workforce wascompleted in January 2022,
indicating overall positive results, but noting the need for more strategic decisionsaround the focus of
advisory support, greater focuson capacity building, and a clear exit strategy toreduce the reliance on
external advisory support.
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GfD’s support for Economic Policy suffered some setbacksunder the Seventh and early stages of the Eighth
Constitutional Government, with political in-fighting and major structural changes disrupting the possibility
of significant progress. GfD economic advisers were resourcefully shifted across agencies until opportunities
emerged under are-shaped Eighth Government to place a number of economic and legal advisers in the
newly-established office of the Minister for the Coordination of Economic Affairs (MCAE).In theinterim,
GfD’s macro-economic advice continued toinfluence policy and decision-makers, including through an
adviser in OPM, and research papers provided by GfD’s grant partner, Monash University. In 2020, the re-
establishment of MCAE provided opportunities for re-engagement, and GfD support for the accession of
Timor-Leste to the WTO intensified. GfD advisory expertise in this area has been criticaland may have future
positive spin-off effectsin terms of Timor-Leste’s business enabling environment. Further, COVID-19
provided opportunities for GfD advisers and Monash University to provide economic analysis to support the
development of a COVID-19 ERP. Two other GfD grant partners, The Asia Foundation (TAF) and Oxfam,
pivoted their work to undertake research on the social and economic impacts of COVID-19, which were also
provided to the Economic Recovery Commission (ERC) that wastasked with the development of the ERP.

Significant progress wasalso made with respect tothe Business Enabling Environment. A GfD adviser in
MRLAP supported legislative developments which culminatedin the ratification of the Decree Law on
Arbitration andthe signing of the New York Convention on Arbitration, both in early 2021 - a steptowards
reducing the risk of running a business in Timor-Leste. Processes for business registrationand licensing were
streamlined as a result of support from GfD’s grant partner the International Finance Corporation (IFC) and a
GfD national adviser. In the banking sector, a new Decree Law and by-laws were adopted throughan
Extraordinary General Assembly Meeting of BNCTLin early 2020, raising BNCTL’s corporate governance
systems to international standards that fulfil Central Bank regulations —changes which enable the bankto
enterinto international transactionsand compete with a foreign commercial banks. However, the next stage
of this work— providing technical assistance to strengthenthe Bank’s strategic planning and risk
management —was not achieved under GfD due to COVID-19travelrestrictions. Through IFC GfD also
contributedto improved access to finance through the microfinance institution Kaebauk Investimentu no
Finansas (KIF). However, roll out of a planned agent and mobile banking system, which would have
significantly improved banking accessibility to people in rural areas, experienced significant delays, and was
eventually put on long-term hold as a result of delays to the development of KIF's Core Banking System.

GfD’s support for strengthening aviation safety and security increased throughout Phase Two. With strong
support from GfD, the Government established AACTLas Timor-Leste’s first independent aviationregulator
withits own board and budget at the start of 2019, and GfD supported AACTL to establish anappropriate
organisational structure andto fill positions with people withthe requisite skills and experience. Early
relationswere established between aviation authoritiesin Timor-Leste and Australia through a GfD-funded
study tour to Australia. GfD supported the development of over 15 pieces of legislation and international
agreements, along with a wide range of manuals, guidelines, and procedures in relationto airport safety,
security andfacilitation, and more than 20 manuals and regulationsthat are centraltoair navigation safety.
COVID-19travel restrictionsin 2020 severely hampered the ability of international advisers to build the
capacity of AACTLto fully understand and own the documentationthat hadbeen produced. Once travel
resumed under the transition program in mid-2021 significant resources were put into building capacity
within both AACTL andthe airport operator, Air Navigation Administration of Timor-Leste (ANATL).

A priority for the second phase of GfD was to promote the engagement of Non-Government stakeholders in
the development and implementation of policy and legislation. At a systemic level, GfD developed, withthe
endorsement of the office of the Presidency of the Council of Ministers, aninfographic on the inclusive
policy development cycle. The program also supported UPMA to share information on GoTL’s planning and
budgeting processes with civil society partners through a series of presentations and roundtable discussions.
In early 2018 the CSC, with support from GfD, led the development of a Workforce Planning Policy and
associated Decree Law through processes that involved a wide range of external stakeholders—a
significantly different approach from how the CSC had historically developed policy. More recently GfD was
instrumentalin ensuring that GoTL adopted aninclusive approach to reforms to business licensing. A
technical working group was establishedto lead the reforms which included not only GoTL representatives,
but also representativesfrom a number of private sector and civil society organisations. GfD also worked
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through grant partnersto support a wide range of civil society partnersto advocate for changes of
importance to their constituencies. GfD’s grant agreement with TAF supported the bi-annual Tatoli! public
opinion survey which provided GoTL with community feedback on Government prioritiesand public
perceptions of the performance of the Government. Following the onset of COVID-19 this was transformed
into a bi-monthly pulse survey, providing a rapid, time-series assessment of the socio-economic impacts of
COVID-19 and public perceptions of the Government’s response, the results of which were provided tothe
ERC and other key stakeholdersto inform policy and decision-making. Further, the Policy Leaders Group, a
network of emerging Timorese leaderswith an interest in public policy, was supported through TAFto
conduct TV talk shows on a range of topics in relationto economic development and diversification. In 2020
the Policy Leaders Group rebrandedas ‘KDA’l' and registered as anindependent organisation, witha view to
becoming anindependent think tank.

In other sectors, GfD supported local NGOs Fundasaun Maheinto provide essential security sector
monitoring, reporting and advocacy, and the Judicial System Monitoring Programme (JSMP) to promote
access to justice for community members by improving public awareness and understanding of democracy
and the legislative process. There are examples of both grant partnersadvocating successfully to influence
Government decision-making, but a decision was made not to continue support for them under the
Transition Program, due to a lack of strategicfit with GfD’s mandate.

Gender Equality and Social Inclusion

GfD’s GESI resources increased significantly during Phase Two. By early 2020 the programengaged a GRB
adviser in UPMA, a cross program GESl adviser focused on Women'’s Economic Empowerment (WEE)and on
the integration of GESI into civil service workforce policies, and a cross program Civic Engagement Adviser.
Changeswere made to GESI-related M&E under Phase Two, with the addition of a principle of ‘Promotion of
gender equality and social inclusion” in the ToC, and sub-questions added under each program-related Key
Evaluation Question in relationtogender. From 2020 GESI was included as one of the standard objectives to
report against in adviser monthly activity trackers, in an effort to both retrieve more data on GESI-related
work, as well asto serve as a monthly reminder to advisers of the importance of this cross-cutting issue.
Internally, GfD continued to improve the gender sensitivity of its policies and practices. By 31 January 2022
47% of the GfD team were women, including the Team Leader and one of two Deputy Team Leaders, and
specific support was provided to support female advisers in their career development. Updates were made
to Termsof Reference to incorporate GESI, and questions on GESI were included in all recruitment processes
to ensure that successful candidates hada sound understanding of GESI principles. Arecent review of GfD’s
HRM policies by the team’s GESI adviser found that, with small adjustments, the policies were gender
sensitive and supported equal employment practicesfor men and women. GfD’s GESI adviser also provided
training tothe team, including a program for GfD’s economic advisers on WEE, and GESI training for the
Operationsteam. At a program level some of the notable achievementsincluded significant progress in
relationto GRB, the inclusion of a number of GESI priorities under the new CSC mandate, further integration
of GESI principles into civil service HRM policies and practices, and anincrease in the number of womenin
senior positions in the civil service. Coordination by GfD in 2019 of the first seminar on disability in the civil
service workforce, a subsequent series of focus group discussions about barriersfor people with a disability
in the civil service workforce, and a review of the inclusiveness of CSC policies and legislation undertaken
under the Transition Program are anticipatedtoleadto policy and potentially legislative changes in the
future.

GfD modalities

GfD’s primary modes of delivery were through short and long term advisory inputs, and through grant
partners. The profile of advisers shifted increasingly to in-line national advisers, who constituted 86% of
GfD’s long term advisers by the end of the Transition Program (compared with 27% in 2014). The
appointment of national advisers wasnot only lower cost, but also promoted sustainability through the
building of local capacity. The value of this wasevidenced in particularin 2020, whenall international
advisers were temporarily demobilised as a result of COVID-19. GfD engaged Short Term Advisers (STAs)
where specific technical expertise was required on a short term or periodic basis, such asin the aviation
sector, and in the early days of establishing the foundations for PBB. Wherever possible, STAs were
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partnered with long term national staff who were able to continue to progress reformsin the absence of the
STAs. This was particularlyimportant during the COVID-19 pandemic, when STAs were unable to travelto
Timor-Leste, and national staff played a crucial role in ongoing engagement with counterparts and
progression of reforms, such as in aviationand business licensing. In PFM, where a large number of STAs
needed to be drawnon during the early yearsof PFM reform, Cardno recruited a pool of STAs in a bulk
round, who received long term contracts, but were only used as required. This was a cost-effective wayto
recruit and retain expertise that could be drawn on quickly, based on need.

Providing support to grant partners provedto be an efficient and appropriate delivery modality in the
majority of cases. The value of their inputs significantly increased with an increased focus on program
cohesion throughout Phase Two. Opportunities were identified for collaboration not only across GfD
program advisers, but also across grant partners,and between grant partnersand advisers ensuring that ‘the
whole is greater thanthe sum of its parts’. Two granteesthat were less successful in achieving all their
objectives were multilateral agencies working inthe financial sector (ADB and IFC). After some initial good
progress with BNCTL, the former washamstrung by a lack of in-country advisers, which placed them at a
significant disadvantage when COVID-19 struck. Despite a no-cost extension, they were unable to complete
their final deliverables and funds hadto be returned at the end of their extension period in December 2020.
IFC work on the KIF agent and mobile banking system was unable to be completedas a result of issues with
the development of the KIF Core Banking System. Both examples reinforce the importance of closely
monitoring the progress of grant partner work, heeding early warning signs, and taking swift action when
progress looks like itis being derailed.

GfD Resourcing

GfD'sevolving ‘one team’approach across Cardnoand the Embassy and the increase of Cardno's program
management resources from one to twointernational positions at the start of 2019 relieved pressure on the
Embassy team and led to increased efficiency gains. However, as noted in the 2019 Independent Program
Review, the program would have benefitted from additional resources to strengthentechnical leadership of
its three workstreams. Following the Review, it was agreedthat it wastoo late in the program to appoint full
time technical leads, but a decision wasmade to create a Strategic Advisory Team (SAT) involving senior
technical expertsin PFM, Economic Development, Aviation and Public Administrationto act as a sounding
board for program planning, reporting and problem solving and mentoring advisers. Following its creationin
mid-2020, the SAT washampered by COVID-19 and aninability to travel to Timor-Leste, however still
provided valuable inputs and advice remotely to both the Team Leader and Embassy team. Under the GfD
Transition Program, the role of the SAT was expandedto include mentoring of and guidance to the advisory
teamin respective workstreams.

The Cardnoteamin Melbourne provided valuable program management support throughout Phase Two and
the Transition Program and was able to capitalise on the joint Cardno management in Timor-Leste of GfD
and the PARTISIPA program. This enabled sharing of not only corporate resources (Contractor
Representative, Program Manager, Program Administration Officer) but also some program resources across
the two programs.

COVID-19

As for all development programsin Timor-Leste, COVID-19 was highly disruptive to GfD’s operations and
programimplementation. A motivated and professional advisory team, supported by a capable operational
and management team, ensured that adverse effects and related losses in momentum were kept toa
minimum in spite of the challengesof a repatriatedinternational workforce, extended periods of working
from home for national advisers, and aninability of STAs and grant partnerstotravelto Timor-Leste.

Further, the program was able to pivot a number of its activitiesto support the Government’s response to
and the country’s recovery from the COVID-19 crisis. GfD advisers and grant partners provided analysis and
advice to inform the development of the initial COVID-19 response package, and the subsequent ERP. GfD
advisersin UPMA also worked with the ERC and Line Ministries to ensure that ERP priorities were reflected
inthe 2021 budget.
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GfD’s ICT advisers in the CSC, TIC Timor and UPMA supported a number of e-governance advancementsthat
improved the ability of the Government to establish effective remote work arrangements. These included an
open-source videoconferencing system which is now widely used across Government, including by CoM, to
hold remote meetings, establishing remote accessto the PMIS for CSC staff, establishing anonline ticketing
system for Line Ministries tolodge enquiries with the CSC, establishing an online appeals process for civil
servantschallenging the results of the promotions process, and establishing an online application process for
business registration. GfD also supported the establishment of a ‘COVID-19 dashboard” which provides
verified, up-to-date information on COVID-19 for use by the Government, other stakeholders, and the
community.

In civil aviation, GfD supported the development of AACTL COVID-19 safety arrangements and provided
strategicandtechnical advice in relationto the impactsof COVID-19 on global aviation, and the likely path to
recovery.

Reflections and Lessons Learned

GfD’s use of advisory support as a key modality was appropriate, in particularasit evolved from
predominantly international inputs to predominantly in-line national advisers. The ability of the programto
attract a cohort of highly capable national advisers was a significant achievement. A place remains for
international inputs, and for direct capacity substitution, but this needs to be determined on the basis of a
robust assessment of need, with clearly defined technicalinputs, a clear exit plan, and clear and ongoing
messaging to GoTL reinforcing that the input is time-limited and must remain strategic rather than
operational. Capacity building needs to remain a focus of all advisory support to ensure the sustainability of
progress. A future governance program should also consider other modalities, such as identifying and
supporting local champions of reform.

The judicious use of grant partners wasalso a strength of the program. However, the effective management
of grant partnersto ensure that maximum benefits can be derived from their inputs is time consuming and
requires proper resourcing. To capitalise on grant partner inputs, careful attention needsto be paid to ‘fit" in
relationto the rest of the program’s portfolio, and their ability and willingness to collaborate with other
areasof the program. Further, engagement with multilateral grants partners, while sometimes strategic
given their expertise and gravitas, brings particularissues in terms of ‘waysof working’, bureaucratic
systems, and often high operating costs which need to be considered.

Developing an appropriate M&E system for a flexible and responsive governance programis challenging and
resource-intensive. GfD’s pragmatic adaptation of some of the approaches advocatedfor by M&E House led
to an approachthat was more fit-for-purpose, and enabled a deep dive into evidence and progress. The
establishment of annual ‘Desired Changes’ rather thanyearly fixed targetsalso proved to be a useful
adaptation of a standardapproach that better suited the flexible and adaptive nature of GfD, and could be
used asa model for other similar programs.

While the program’s planning wasbased on regular discussions around the political economy, the
Independent Program Review team found that the program’s documentation of analysis of the political
economy to support decision-making was lacking. A key learning is the importance of recording the rationale
for decision-making to ensure that there is a documentedtrail to inform future decision-making, based on
past analysis and experience.

Further, reforms canonly be achievedif the governance program’s support aligns with the agenda and
priorities of GoTL. GfD’s adoption of a range of mechanismsfor open and frank discussion with GoTL
counterparts about priorities and their satisfaction with GfD support, including both R&R workshops and
regular and documented formal and informal management meetings, was important in ensuring that GfD
inputs were in line with GoTL’s agenda and evolving strategy. Inspite of this regular communication, the
formal establishment of joint work strategies with the Government counterparts with which GfD engaged
proved to be challenging.

A decision was made early in the program design not to establish a steering committee involving GoTL and
other stakeholders, given the likelihood that within the political context of Timor-Leste, such a committee
could be captured by politicalinterests. While there was sound justification for this approach, the lack of
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such a coordination mechanismimpacted on the ability to adopt a cohesive approach to setting priorities for
GfD.

Progress in the area of governance requires a long-term view. Rather than deciding to pull out support
completely from an intervention that is not achieving traction, in some instances it may be more strategicto
leave a reform on a slow-burn, postponing it until such time that it again becomes politically possible or
technically feasible. This was evidenced through GfD’s decision to maintainthe program’s economic advisers
after the Office of the Minister of State for the Coordination of Economic Affairs (MECAE)wasdisbanded in
2017 withthe changeover tothe VIl Constitutional Government. After a brief hiatus, these advisers were
then well positioned to join MCAE when a new Minister was appointedin 2020.

GfD’s complex and evolving ‘ways of working’ with the Embassy demonstrated the importance of clarity of
responsibilities and authorities, and of regular and open communication across all those involved. Without
strong relationships, and a high level of trust between the Embassy and GfD team, significant tension could
have resulted between the parties.

Programmatically, GfD made earlier progressin relation to evidence-based policy development than
implementation of policies and improvements to service delivery. This is to be expected, giventhe time lag
between policy development, and policy implementation. Further, while GfD was able to influence the
implementation of policies in centralagencies, the program had little or no influence over ‘downstream’
implementationin service delivery agencies. This nexus between ‘upstream’ and ‘downstream’ policy
implementation needs to be carefully considered in the design and implementation of PROSIVU. In addition,
advisers need to continue toensure the integration of implementation considerationsin the early phases of
policy development, including adequate budget allocation for implementation by national directorates.

Stronger collaboration betweenthe governance program, whichis in the strongest position to influence
policy development and legislation,and DFAT programsfocussing on implementation, will also enhance
implementation of reforms. This collaboration needs to be embedded within program designs, supported by
strong cross-program leadership from the Embassy.

The lack of adequate cross-program resourcing (M&E, GESI) in the early yearsof the program impacted on
progress in these areas, as wellas a dearth of data on project progress and achievementsin those years. The
significant advances made in relationto GESI, Civic Engagement and M&E since the creation of the positions
clearlyillustratesthe importance of ensuring that cross-programroles are appropriately resourced. Further,
the absence of technicalleadsin the program’s three workstreams not only placed significant pressure on
the Team Leader, but also meant that workstream-focused leadership and coordination was challenging.

Priority Recommendations

The following recommendations are provided for consideration in the design and implementation of any
subsequent governance programinTimor-Leste.

Program

= Recognising the long-term nature of governance reforms, the successor program should concentrate on
continuing to progressand embed implementation of the workthat is already underway, in addition to
exploring opportunities to branch out into a range of relevant emerging reformareas.

= Strengthening the interface between ‘upstream’ policy development and ‘downstream’ service delivery
will be centraltothe successful strengthening of service delivery. This interface needsto be a priority
consideration in program design of both upstream and downstream programs, and supported by strong
leadership from the Embassy.

= Strategiclinkagesbetween GfD workstreams need to be identified and capitalised on, to avoid silos and
maximise opportunities for synergies.

=  Engagement not only in the planning and budgeting aspects of PFM reform, but also in relationto
financial flows, will be centralto successes in strengthening service delivery of Line Ministries and in the
municipalities.

=  Drawingonthe findings of the recently completed assessment of GfD’s support to the civil service,
continued support for public administration reformin the CSC should remaina priority for a successor
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program, as upstream reforms achievedin this work area have significant potential to improve service
delivery downstream.

Economic diversification should also remain a key objective of any future governance program, not only
to reduce dependence on a finite revenue source for the country, but particularly to unlock the growth
potentialin the agriculture sector.

Delivery

A range of modalitiesare available toaddress problems or progress reforms. The first step in assessing
any potential support should be to analyse the issue and determine the best approach and most suitable
option.

Advisors are a key component of the GfD program. The next phase will require a thoughtful
consideration of the type of advisors, roles and skills required, including the balance between national
and international inputs, and where necessary, direct Technical Assistance to complement long term
capacity building.

Grant partnershipsshould remain one of the lead modalities of program implementation. However,
alternative models of procuring services from multilateralagencies or through sub-contracts with private
sector entities should also be considered where appropriate.

The governance program’s convening power should continue to be used tofacilitate coordination
between and across Government entities, CSOs, DFAT investment partners, and between development
partnersin sectors where objectives and work areasintersect.

Flexibility should be built into the design of any successor program, including into implementation plans
and budget, leaving a portion of the budget unallocatedto enable informed but quick response to
changing context and emerging priorities.

Managementand program governance

High level governance arrangements should be considered, including how to involve relevant GoTL
representativesin program planning. Establishment of a Steering Committee should remainan option
under a future program, coupled with adequate safeguardsto ensure the Committee is not capturedor
overshadowed by party politics, and an assessment in the early years of the program of the effectiveness
of this mechanism.

Adequate resources must be built into the program design to provide not only technicalinputs but also
cross-program support, and program and technical leadership and coordination for both advisers and
grant partners.

Structured, formal, and documented PEAs should become integral tothe management of a governance
facility.

A clear ‘Ways of Working’ needs to be established that outlines the roles of DFAT and Managing
Contractor, on the basis of a realistic assessment of the resources available within the Embassy to
support the program.

The design for the future program needs to recognise the medium and long-term impacts of COVID-19,
both on Timor-Leste and therefore implications for GfD programming,and also in relationto the
practical aspects of managing the program.
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1 Introduction, context and program history and evolution

1.1 Completion Report purpose and structure

This Completion Report has been prepared by Cardno Emerging Markets (Australia) Pty Ltd (Cardno), the
managing contractor of the Governance for Development (GfD) Program Timor-Leste, asthe program draws
to a close following aninitial three-year contract, a four-year extension and a further one year Transition
Program contract. A Completion Report for the previous Interim Governance for Development Support
Services (IGfDSS) program wassubmitted at the end of the interim phase in 2014. The report provides a
summary of the program, its evolution over the eight-year period, its activities, approaches, and
achievements,and most importantly the lessons learned across the life of the program.This Completion
Report is intended not only toillustrate the achievementsof the programin relationto End of Program
Outcomes (EOPOs), but also to provide insights for PROSIVU, the successor programto GfD, and for other
governance programsin the regionfunded by the Department of Foreign Affairs and Trade (DFAT).

Under the original design of GfD, the Australian Embassy in Dili (the Embassy) was responsible for technical
direction of the program, with logistical and operational support provided by Cardno. The original Scope of
Services madeit clear that ‘DFAT will directly manage the implementation of the GfD Program, forming a
single implementation team with the Contractor’ and that ‘The Contractoristo workto DFAT s direction. The
Contractor will not be responsible for strategic or operational direction-setting of the program...*. The
program evolved over time, with a clear differentiation betweenthe initial contract (2014 - 2017) and
extension (2017 —2021), and further changes in 2019 when the position of Director of Operations wasre-
shaped as a Team Leader role, at which point Cardnotook on an increasing role in contributing to program
strategy and decisions on program activities and resource investments. This report focuses solely on the
Cardno-managed elementsof the program, and therefore has two distinct reporting phases, the first of
which reflects Cardno’s role of facilitating and contracting (2014-17), and the second (2017-21) which
reflects Cardno’s increasedrole in relationto program strategy, and a strengthened Monitoring and
Evaluation (M&E) system that assessed progress in relationto EOPOs. Achievements under the first seven
months of the third reporting phase, the GfD Transition Program (July 2021 to January 2022), have been
incorporatedinto the section on the second phase of the program.

The structure of the report is therefore as follows:

= Summary of the contextual changesacross the life of the program, recognising the significant impact
changesof Government in Timor-Leste had on GfD’s strategy and engagement, andthe recent impact of
COVID-19;

= Qverview of the program design, and the evolution of the Theory of Change (ToC)and implementation
approach across the life of the program;

= Summary of progress against the EOPOs;

= Progress during the first phase of the program, 2014-2017, with a focus on the management and
operational efficiency and effectiveness of the program.Given Cardno’s limited role with respect to
programming decisions, this section looks specifically at Cardno’s support services role, and adviser
activitiesand achievements, with a final section that considers lessons from Phase One that informed
Phase Two;

= Progress during the second phase of the program, 2017-2021, and first seven months of the subsequent
Transition Program, July 2021 —January 2022, with a focus on achievementsin relationto EOPOs. Given
Cardno’s increased involvement in whole-of-program decision-making throughout this phase, the
section is structured around DFAT’s Aid Effectiveness Criteria; and

= Reflections and lessons learned for consideration by the PROSIVU Program, and other DFAT-funded
governance programsin the region.

! Contract between DFAT and Cardno Emerging Markets for Governance for Development Program (Timor-Leste), July, 2014
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1.2 Summary timeline of key events in GfD Context

Below is a timeline highlighting key events across the life of the program set against the backdrop of
different Constitutional Governments (CGs). This timeline is not meant to be exhaustive but draws out key
events that impacted significantly on the program. Please find a detailed analysis of the context under
different governmentsin Annex 1.

Figurel Key eventsin GfD and GfD Transition Program
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1.3 Investment context analysis

1.3.1 Political context

GfD supported a total of four different governments with four different Prime Ministersand five different
coalitions. Despite political differences, the overarching goal of most of these governmentswas toachieve
the outcomes in the national Strategic Development Plan (SDP) 2011 - 2030, which was developed in 2010
by the Fourth Constitutional Government (IV CG). Notwithstanding continuity in commitment tothe SDP
across different governments, GfD’s investment context changed significantly over the life of the program,
particularly whenthere was a change in Government, coalition arrangements, or Prime Minister,
necessitating GfD to assess the new context and new entry points to continue supporting the
implementation of the Government'sreform agenda, as well as the program’s strategic objectivesand work
areas.

GfD startedin 2014 under the fifth Constitutional Government (V CG). The SDP had been published a year
prior to this Government’s formation which guided the Government’s programin relation to decision-making
on budgeting, planning, and infrastructure investments. In 2015, the sixth Constitutional Government (VI CG)
was formed, representing a ‘Government of National Unity’. The Government continued implementation of
the SDP and introduced a number of reforms that aligned with GfD’s objectives, the most notable one being
a reform of Public Financial Management (PFM), within which the introduction of Program Based Budgeting
(PBB) was a significant focus. These PFM reforms were supported by GfD-funded inputs from the
Organisation for Economic Cooperationand Development (OECD), with a view to enabling more efficient,
transparent, and accountable planning and budgeting by Line Ministriesand Autonomous Agencies. The
establishment of an office for a Minister of State for the Coordination of Economic Affairs (MECAE) also
paved the way for economic policy reform. The seventh Constitutional Government (VIl CG) which startedin
2017 brought a period of political instability as the Government wasunable to secure a coalition that would
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give it a majorityin Parliament. Progress of a number of governance reformsin which GfD was involved,
including PFM and economic policy, slowed significantly. Following fresh elections in 2018 a new coalition
Government, the eighth Constitutional Government (VIIl CG) was appointed. Instability and political
infighting continued under the first iteration of this coalition, including a lack of confirmed ministerial
appointments. A coalition rearrangement and the appointment of a number of new ministersin 2020,
including in the Ministry of Finance (MoF) and the Office of the Minister for the Coordination of Economic
Affairs (MCAE), presented opportunities for GfD-supported reforms to once again gain momentum,
particularlyin relation to PFM and economic policy.

At each significant political shift, GfD and its advisers had to build new relationships with and gain the trust
of new politicians and Government officials, which led to delays and loss of momentum on several occasions.
The context under each of the four governmentsis described in detailin Annex 1, which includes a number
of examples of how thinking and working politically was required on an ongoing basis to maintain reform
continuity.

1.3.2 Other contextual factors: COVID-19

The first COVID-19 case in Timor-Leste was confirmed on 21 March 2020. In response, the Government took
swift actionto request the President of the Republic to declare a national State of Emergency, which he did
on 27 March 2020. The Government nominated a number of public service sectors as ‘essential’ and key
centralgovernance functions remained operational, though at reduced capacity. Public transport and
passenger flights were suspended for a period of two months, after which the State of Emergency
regulationswere slowly eased. However, trade through the border with Indonesia and air travel remained
restricted, resulting in sharp drops in tourism activity levels and pressure on Timor-Leste’s supply chains and
international trade. The Government was able to containthe cases, under the guidance of an Integrated
Crisis Management Centre (CIGC). The Government also set up a COVID-19 emergency fund to purchase
medical supplies, outfit medical facilitiesto be ableto treat COVID-19 patients,and to implement initial
COVID response measures such as individual household paymentsto offset initial economic hardship caused
by the State of Emergency.In mid-2020 an Economic Recovery Commission (ERC) was established to advise
on long term post-COVID economic recovery. With significant support from GfD, the ERC developed a
longer-term Economic Recovery Plan (ERP), and guided the development of the 2021 budget to ensure that
the agreed COVID-19related expenditures were reflected withinit.

Additional caseswere detectedin border villages following a number of illegal border crossings from
Indonesian West-Timorin earlyJanuary 2021. The Government was quick to instate ‘sanitary fences’
(localised border closures) around these locations, but was unable to contain local transmission, and the
virus spread to Diliin early March 2021. Thereafter, the Government imposed a sanitary fence on the capital,
restricting use of public transport and entry in and out of the city border, and a lockdown that required all
non-essential businesses toclose and non-essential workersto work from home, once again severely
impacting the economy, and in particular the economic situation of those working in the informal economy.

The COVID-19 Delta variant reached Timor-Leste in August 2021. However, in spite of a significant rise in
case numbers in August and September, Timor-Leste was spared the health system crisis and significant
number of deaths seen in other countries in the region, possibly due to the early and effective roll-out of
vaccinations, and the youth of the population. By late September the worst of the wave had passed, and
lockdown restrictions were lifted. The GfD team progressively returnedto the workplace in October and
November, and the Government of Timor-Leste (GoTL) lifted the State of Emergency in December 2021. As
at the time of writing, case numbers remain low, althoughthe arrival of the Omicron variant is anticipated,
which mayimpact on the final months of the Transition Program.

1.4 Program Design, Monitoring and Evaluation

1.4.1  Original design and Scope of Services

The original program design wascompletedin 2013 during the implementation of the IGfDSS program which
ranfrom August 2012 to April 2014. The interim program, also implemented by Cardno, served as an
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opportunity to trial the innovative approachesthat would be included in the final GfD design, and to
undertake foundational activitiesthat would be continued in the long-term program.

The design of the GfD program waslargely completed under AusAlID, prior to its merger with DFAT in 2013.
Inherent in the program wasa primary role for the Embassy, under which DFAT would directly manage
implementation of the GfD Program. The core team was headed by a DFAT Program Director ‘more akin to
that of a Program Team Leader than a traditional DFAT Counsellor, since he or she is part of the
implementing team’?. Other anticipated key DFAT support included a Deputy Program Director - Program
and Policy Coordination, twointernational Assistant Directors (PFM and Fiscal and Economic Policy) and a
Senior Locally Engaged Officer (Public Administration). The Cardno-managed function of Deputy Director of
Operations (subsequently Director of Operations) was limited to high quality logistical and technical support
— primarily logistics, procurement, recruitment,and Human Resources Management (HRM) —as well as
M&E. All grant partnerswere managed by the Embassy. Although Cardno produced the M&E Plan and
Framework, and quarterly program reports, the contractor had no influence over program strategy and
direction, and decisions around modalities, activitiesand counterpart engagement were allmade by the
Embassy.

The original design included six EOPOs, driving towards a single goal of ‘Poverty reductionin Timor-Leste
through economic development and delivery of services’, under two pillars: Fiscal and Economic Policy, and
Improved Services, the latter of which encompassed PFM and Public Administration.

Figure2 Overall End of Program and Intermediate Outcomes

GfD GOAL PILLAR |: FISCAL AND ECONOMIC POLICY INTERMEDIATE
Poverty reduction in Timor- END OF PROGRAM OUTCOMES OUTCOME:
Leste through economic - 1. The government has a fiscal framework that supports sustainable government # SUPPORTING DEMAND
development ?"d delivery of finances, economic growth and meets social needs FOR FISCAL AND
services 2 The government makes decisions about economic policy that supports
sustainable economic development and poverty reduction ECONOMIC POLICY
AND IMPROVED BASI
SERVICES
Government and non-
government stakeholders
contribute fo politically possible,

technically sound solutions to

PILLAR II: IMPROVED SERVICES issues relevant to Pillar | or
ENDO OF PROGRAM OUTCOMES Pillar 11

3. Central agencies have a budget process that supports improved access fo services
- 4. Central agencies systems support the timely and reliable transfer of financial -
resources to service delivery managers
5 Ministry of State Administration sub-national systems support service delivery
6. Central agency HR systems enable service delivery

A more detailed Theory of Actionand respective pathways of change were included in one of the design’s
annexes (See Annex Two). Given the limited role of Cardno during this phase, reporting was largely focused
on the contractor’soperational and logistical role, including financial manage ment, adviser engagement and
ongoing management, administrative management and support, M&E systems, facilitation of workshops,
training and other events, workplace health and safety and security, and asset management. Advisers
submitted individual quarterly reports, but although these were in latter quarters consolidatedinto a single
‘Quarterly Adviser Report’, there waslimited analysis of progress towards program outcomes. A Monitoring,
Evaluationand Learning (MEL) Framework was developed by an M&E Adviser with strong input from DFAT,
however, the operationalisation of the framework waslimited during the first phase of GfD.

1.4.2  Evolution of the Theory of Change

A cut to the Timor-Leste aid budget in 2014/2015 meant that resources in the Embassy were increasingly
stretched, with the Program Director being assigned tomanage anincreased number of programsand
additional demands being placed on other Embassy staff involved in GfD. The associated risks were noted in
the IGfDSS Completion Report:

‘The ability of DFAT toimplement GfD based around the original design could be an issue. The
emergence of DFAT as the GoA Agency responsible for the Aid Program brings with it some complexity
and a potential change in the focus of the Aid Program in Timor-Leste. A possible reduction in numbers

% Original Contract, Schedule 1 Scope of Services, Clause 1.15,p. 78, May 2014

GfD Completion Report 2014-2022 4



may mean that the size of the DFAT GfD team will decrease thusimpacting the proposed reach of the
Program across GoTL. If DFAT do not have the permanent staff available to support across all desired
areas of the Program, the good relationship with the support services team could be called upon to
provide further technical support as may be required’3.

To offset a number of these resource limitations, DFAT’s Timor-Leste Desk (Desk) worked with the
Performance and Quality team within the Embassy and GfD’s Short Term M&E adviser and provided
guidance on how todevelop workstream ToCs for GfD towardsthe end of 2014. ToCswere subsequently
developed for each of GfD’s workstreams?, with corresponding measurable ‘progress markers’ or indicators
for each. Some of these were quantitative but the majority were qualitative. By 2015, these progress
markerswere refined in consultation with advisers, and they were included in quarterly adviser reports for
advisers to report against. However, advisers still mostly reported at the activity-level, as wasnoted in an
assessment undertaken by the national M&E Officerin 2015°.

Under the second phase of the program from mid-2017 onwards, a number of changeswere made to the
role of the managing contractor, primarily due to the growing workload of Embassy staff and the strain this
was placing on the One Team model. Responsibility for the contracting and management of grants, other
thanthose with multilateral organisations, washanded to Cardno, and the position of Deputy Director of
Operations (the most senior Cardno position) was upgraded to Director of Operations, with revised Terms of
Reference (ToR) which recognisedthe increased responsibilities of the role, particularly with respect to grant
management. Cardno’srole remained, however, that of providing operational and logistical support to a
program which continued to be led by the Embassy, withthe Program Director still described in the Scope of
Services as being the de facto Team Leader.

In early 2018 the program’s ToC was significantly revised following the establishment of M&E House. The
mandate of M&E House wasto improve and streamline M&E across the Timor-Leste aid program and to
enable more consistent performance analysis across all DFAT-funded programsagainst a common
Performance Assessment Framework (PAF). The updated ToC included a new Program Goal: ‘A stable and
prosperous Timor-Leste’in alignment with the Australianaid program’s goalin Timor-Leste, underpinned by
Economic Development, and Better Service Delivery, and two program EOPOs:

= Government makes better decisions and develops evidence-based policies

= Governmentimproves implementation of policies and delivery of services

Sub-ToCs were then developed for each of the program’sthree workstreams, each with their own EOPOs:

PFM = Government has an improved budgetary governance system

Economic Policy = Government makes better economic policy decisions thatare based on evidence
= Governmentimproves implementation of economic policies and delivery of
business-enabling services

Public Administration = Government makes better public administration policy decisions that are based on
evidence
=  Governmentimproves implementation of public administration policy

Many of the ToC changeswere aimed at clearer expression of what the program wasalready doing and what
had been intended in the original ToC. While the ToC was adjusted quite significantly, this did not represent
a significant re-orientation of the program’s direction or priorities.

% IGfDSS Completion Report, 2014

“i. Support for Telecommunications, ii. Support for Financial Sector, iii. Statistics support to DGE, iv. PFM Coordination, v.
Establishment of PFM Working Group, vi. PFM Systems Support for Procurement, vii. Contracting and Payment Systems, viii. PFM
Deconcentration Support MoF with implementation of District Treasuries pilot initiative; ix. Support to Ministry of State Administration’s
role in deconcentration; x. HRM support to Civil Service Commission; xi. Research, Analysis and Planning; xii. Support for Go od Public
Policy; xiii. Support to Prime Minister's Office; xiv. Support for Gender Equality

® GfDSS Adviser Q2 Progress Reports Analysis - what worked and did not work well in the new template report P:\Administration\1 -
Archive\GfD Monitoring and Evaluation\2 Reports\Report Newtemplates 2015\Analysis Adviser Report what worked & did not work
well.docx
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1.4.3  Current Theory of Change

In recognition of the broadened scope of work and delegation of increased responsibility for strategic
program management, further changeswere made to the program structure in late 2018 and early 2019.
The position of Director of Operations waschangedto GfD Team Leader, with an associatedincreasedrole in
program strategyand input into decisions regarding program direction, resources, and activities. A second
international management position, Program Coordinator, was created, with lead responsibility for the
program’s M&E. While overall responsibility for the program strategy and budget remained with the DFAT
Program Director, supported by the DFAT Program Manager, the Cardno Team Leader:

‘..plays a key role in steering the program’s overall strategy, is responsible for generating options and
recommendationstotranslate agreed support into action and results, and manages the program’s
monitoring, evaluation and learning framework®.

Through these changesthere continued tobe a strong One Team approachin which the Cardno and
Embassy teamsworked closely together and consulted on all key decisions in relationto the program
direction andinvestments.

Further adjustmentswere made to the ToCin 2019. The EOPOs were changedslightly to:

= Government makes evidence-based policies and decisions
= Governmentimproves implementation of policies and delivery of services

Ratherthanhaving a separate ToC for each work area with separate EOPOs, a decision was made to
maintain consistent EOPOs and Intermediate Outcomes (INOs) across all three workstreams, with
foundational activities, influencing activitiesand immediate outcomes being developed specific to each work
area.The ToC also included key principles that cut across all of the levels of impact from activitiesto EOPOs,
largely based on DFAT’s aid effectiveness criteria. This approach reinforced cohesion across the program,
and synergies between workstreams. The current whole-of-program ToC is provided overleaf, with the work
areadiagrams provided in Annex Three.

® GfD Team Leader Terms of Reference
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Figure 3: GfD Theory of Change 2019 -2022
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2 Achievement against End of Program Outcomes across the
life of the Program

The progressive changes to GfD’s ToC and amendments tothe EOPOs demonstrate both the complexity of
monitoring and evaluating governance programs,andthe evolution of understanding of the priorities of
both the Australianaid programand GoTLin relation to strengthening governance in Timor-Leste. This
adaptive approachto programstrategy, monitoring and evaluation, and the preparednessto refine and
improve the ToC and Monitoring, Evaluationand Learning Plan (MELP), was integralto the achievement of
significant progress in relationto governance reform. The final EOPOs, and the related INOs, were clearand
measurable, albeit through qualitative, rather than quantitative, means.

The tablesand charts below provide a summary of achievement of INOs across the final three years of the
program (the period in which the revised MELP enabled clear linkagesto be drawn between Desired Changes
(DCs), INOs, and EOPOs). They also summarise the ratings for the Stories of Significant Change (SSCs)
submitted since 2017, noting that SSCs were a key externally-validated element of GfD’s MELP. Similar data
on achievementsduring the Transition Program will be made available in the final month of the program,
withan interim report on progress to 31 October 2021 presentedin the latest GfD Six Month Update”.

Figure4 Relation between SSCs, DCs, INOs and EOPOs —since 2017

(SN o

EOPO 1 - Government makes evidence-based policies EOPO 2 - Government improves implementation of
and decisions policies and delivery of services

113 Desired Changes

K 115 Desired Changes
_/

15 highly significant SSCs | 2 significant SSCs

GESI DCs: 23 |

( B Achieved Partially achieved B Not yet achieved J

While Figure 4 misses the nuances of the qualitative information that underpins these results, and treatsall
DCsequally, the charts provide a quantitative indication that significant progresswas made towards both
EOPOs by January 2022, noting that progressagainst EOPO1 wasfaster than against EOPO2.This is not
unexpected, giventhat policy development precedes policy implementation, and there will necessarily be a
lag between the two. With respect to EOPO?2 it could also be arguedthat while attribution to GfD for
improved implementation of policies is fairly clear, it is harder to attribute improved delivery of services,
given that GfD had no direct role in service delivery other thanin a few very specific areas (e.g. business
registration andlicensing through Servico de Registro e Verifikasaun (SERVE)). While the program playeda
role in reducing the human resources and PFM constraintsto government service delivery, it had no direct
influence over major service delivery entitiessuch as the ministries of health, education or social security. In
spite of this, there is significant evidence of implementation of evidence-based policies across all three
workstreams, particularly fromthe latter yearsof the program.

" GfD Six month report, December 2021
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Detailed narrative descriptions of achievementsin relationto both EOPOs are provided in Section 3 (Phase
One) and Section 4 (Phase Twoand Transition Program). However, a few illustrative examplesare provided
here, which have been documented through GfD SSCs:

EOPO1: Government makes evidence-based decisions and policies:

= Inclusive process of developing National Civil Aviation Policy (NCAP) Growing Aviation to 2030: Providing
Connectivity to Support Economic and Social Development

= Inclusive process of developing Civil Service Commission (CSC) Workforce Planning Policy and Decree-
Law

= Development of ERP based on economic analysis and evidence

EOPO2: Government improves implementation of policies and delivery of services:

= |mplementation of three rounds of merit-based general career regime promotionsin the civil service

= |mplementationof a PBB approach for the development of the General State Budget acrossall
government entities

= Gender mainstreaming in budget process to improve service delivery and enhance gender equality

= Streamlining of business registration and licensing processes following business process mapping and
analysis

3 Program progress, achievements, and lessons — Phase One
2014-2017

3.1  The GfD management model

The purpose of the first three-year phase of GfD wasto ‘establish good relationships and programs of work
with central agencies and make reasonable progressin contributing to the end of program outcomes’®. As
mentioned above, the role of Cardnoduring this time wasfocused largely on adviser management and
support, operations, and logistics, reflectedin the name of the Cardno-managed element of the program of
GfD Support Services (GfDSS). Throughout this section attempts have been made to differentiate between
the contributions and achievements of GfDSSand of the GfD program more broadly, although the distinction
is at timeschallenging.

Under GfDSSthe Managing Contractor wastaskedto:

= Support DFAT staff to manage and coordinate implementation of the program;

=  Developand maintainsystems to deliver program support flexibly and quickly, including approachesto
ensure gender equality wasappropriately addressed, through analysis, information, training, and
reporting;

= Recruit and manage the non-DFAT personnel, administrative, financial, operational, and logistical
resources required for successful implementation of the program. This included providing administrative
systems for the monitoring and management of short and long-term advisers;

= Bring forwardadvice and ideas to the DFAT personnel, including ideas for better ways of working with
Government partners, suggestions for improving efficiencies and innovative approaches to program
management that would benefit GfD; and

= Promote gender equality and disability inclusion throughthe GfD program?®.

The intended hands-on role of the Embassy was impacted by significant reductions in budget and resources,
placing heavy demands on the Counsellor and First Secretary who had primary responsibility for the
management of the program.As a result, DFAT Deskin Canberra assumed a much greater role thanis usual,
including managing the Head Contract between DFAT and Cardno, initiating weekly Ways of Working!©

8 cardno GfD Scope of Services 2014

° Cardno GfD Scope of Services 2014

' The ‘Ways of Working’ approach was trialled under the IGfDSS program which started by conducting six-monthly reflection or ‘ways of
working’ meetings. (Cardno IGfDSS Completion Report, 2014)
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meetings, refining the program’s M&E Plan, and leading the preparation for Review and Reflection (R&R)
workshops. The Embassy and Desk also joined GfDSS in highly structured and minuted Fortnightly
Operational Management Meetings, which included updates on all advisers in different Government
counterpart offices, financial management, Workplace Health and Safety (WH&S) and risk management, as
well asdiscussions on program reporting and M&E, Gender and Social Inclusion (GESI), and engagement with
grant partners. The meetingsenabled the One Team structure tofunction, ensuring DFAT and Cardnowere
across both program and operational developments.

As the Counsellor Economic and Rural Development was progressively tasked with managing anincreasing
number of programs, the expectations of the role of the Managing Contractor shifted. However, the ability
of GfDSS to respond to this was limited, giventhat the team had been recruited for their operational and
logistical ability, and not for their ability to engage strategically with counterpartsand take a stronger role
with respect tothe program’sdirection and strategy. The role of the Timor-Leste Desk therefore continued
to be crucial,and an effective triangular relationship between Post, Desk and GfDSS ensured that the
program continued to deliver under circumstancesthat were significantly different from those envisaged
when the program was first designed.

3.2 Cardno’s Support Services role

In termsof operations and logistics, the transition from IGfDSS to GfDSSin 2014 was largely seamless. The
‘Ways of Working” on IGfDSS had been designed to set the stage for the operational aspects of the longer-
term GfDSS program. In effect the start of GfDSS was ‘business as usual’, with advisory support continuing
and some enhancement of the administrative and logistics support provided by the program.

Cardno’s management of Human Resources (HR) was boosted by the establishment of a HR unit in the GfDSS
office, headed by a Senior HR/Recruitment Manager. Cardno head office took over corporate support for the
program from the Jakarta office, and a Program Support Officer wasallocatedto the program.The Program
Support Officer worked closely withthe HR unit to streamline the responsibilities and procedures for all
support functions and review or create HR policies and procedures and corresponding systems to assure the
timeliness and quality of recruitment, selection and management of all members of the GfD team, including
Locally Engaged Staff (LES), Long Term Advisers (LTAs) and Short Term Advisers (STAs). An Adviser Support
Centre provided a ‘one stop shop’ through which allteam members could submit administrative documents
including leave applications, financial claims, and administrative queries. A performance management
system was introduced for all advisers, which involved input from counterparts, the Embassy, and the GfD SS
Senior HR Officer. A staff development plan was developed and implemented, w hich included formal
capacity development plans for each based on current and future job requirements, as wellas regularin-
house briefing sessions on various aspects of GfDSS, including overall program information, specific areas of
program support, the Quality Management Plan, and Cardnoand DFAT policies. These briefing sessions were
interspersed with HR-run training programs on specific areas of professional skill development including
customer service, setting goalsand completing work, priority management, report writing, and
supervising/managing small teams.

Across the three years of the first phase of the programatotalof 21 LTAs, 43 LESand 47 STAs were engaged.
An initial high reliance on international advisers was fit-for-purpose in the early years of the program (13 LTA
and 5 LESin year one), but progressively shifted to greater engagement of national advisers. By the end of
the first phase in May 2017 the program was engaging a total of 17 internationaland 31 national long-term
advisers.

Feedback from R&R workshops towards the end of the first phase indicated a generally high level of

satisfaction with the GfD advisers and their ability not only to provide high quality technical advice, but also

to strengthen capacity of Timorese across the civil service:

= ‘Strong feedback from GfD advisers and civil servants that GfD was doing an excellent job of mentoring
Timorese junior professionals, particularly in MECAE and OPM. As a result, high quality Timorese advisers
were stepping up into leadership positions.
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= Within MECAE, CSC and OPM, GfD is building strong teams and improving inter-governmental
coordination; advisers feel strongly supported by DFAT11,

Drawing on Cardno’s well-established corporate support, GfDSS was quick to establish systems for sound
financial management, including development of a Lifetime Budget which enabled both annual and whole-
of-program budget to be tracked continuously across the life of the program. Informed by the Lifetime
Budget, the program came in close to its budget target at the end of Phase One.

GfDSS’ processes for administration and logistics were established and well-resourced early in the program,
withthe appointment of a number of senior national staff who, it was envisaged, would move progressively
into levels of increased responsibility (the Office Manager appointed during Phase One was promotedto the
position of Operations Manager,and then Deputy Team Leader — Operations under Phase Two). The
program provided responsive and cost-effective support not only for the day-to-day establishment and
running of the office, including program Information and Communications Technology (ICT) needs and the
procurement and management of assets, but also for a wide range of program activities, including
translation and interpretation, study tours, conferences, and meetings. Further, the GfD office established
robust WH&S processes and procedures, including a WH&S committee which involved representativesfrom
all of Cardno’s programsoperating in Timor-Leste. The committee established a number of key processes
across Phase One of the program, including arrangementswith a security provider, arrangementswith a
medical centre and ambulance provider, leasing of satellite phones, the development of a safety and security
plan, and establishment of procedures in response to specific security risks. This was particularlyimportant
given that most GfD adviserswere working within GoTL ministries. They were supported to conduct
individual WH&S assessments and make adjustments to make their workplaces as safe as possible. GfDSS
established a culture that recognised the importance of WH&S and wasable to role model this culture with
counterpart agencies, demonstrating the importance of safe workplacesand the importance of taking action
in the face of workplace hazardsor health and safety risks.

The GfD design highlighted the importance of addressing the
cross-cutting issue of gender and disability, guided by two
main Australian aid policies: i. ‘Promoting opportunities for
all — Gender equalityand women’s empowerment’, and ii.
‘Development for All: Towardsa disability-inclusive
Australianaid program 2009—-2014". One of the main
anticipated outcomeswas ‘the production of analysis that
enables key decision-makersto better understand the

particular needs of women and girls, and people with Gender Strategy
. e . " . . and Practice
disabilities in relation to economic, fiscal and service delivery Note

policy.” It wasenvisagedin the design that the Deputy
Director Operations would be assisted by STA Gender and
Disability Experts. However, specific gender expertise (in the
form of a LES Gender and Inclusion adviser supported with
some short-terminputs from an STA gender consultant) was
not put in place until early 2017. In the absence of gender
expertise within the team, GfD was supported by a Fly In Fly
Out (FIFO) Gender expert from DFAT who visited Timor-Leste
on a semi-regular basis to facilitate gender workshops and
advise the GfD team.

In the meantime,in 2015 Cardno developed a Gender
StrategyandPractice Note toinform and guide the GfD team

Cardno developed a Gender Strategy and
Practice Note to guide gender both within and
and advisers in their consideration and implementation of the team and in its activities

gender policy and practice in their everyday work. The
StrategyandPractice Note provided guidance on ways to support gender work within the team itself as well

"' GfD R&R Report Nov 2016 — Diana Nelson
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as the activitiesimplemented and supported by the program’s advisers, based on the three-pronged
approach of:

= Beawareandlearn;

= Take opportunities to influence where possible; and

= Do no harmwhen influencing is not possible??.

Internally this meant the application of the principles of gender equity and social inclusion in all GfD
operations, including hiring practices, inclusion of gender specific content in ToRs, engagement with GoTL,
local partners,and consideration of broader programming decisions. The Strategy and Practice Note
highlighted the importance of role modelling gender-inclusive policies and practicesin GfD’s own internal
work practicesandin work with external partnersand stakeholders. Across Phase One of the program, 33%
of the GfD team were women. Externally, the strategy aimed to increase awareness of gender and
inclusiveness across central agenciesin GoTL. Building capacity through training, awareness raising, and the
development of specific resources was a priority, along with the identification and appointment of gender
‘focal point(s)” within Cardnoand the GfD adviser group. Further, the GfD program committed to applying a
gender lens toall researchactivities, M&E and reporting on how the programimpacted differentially on men
and women, including ensuring that data generated by the GfD support team were gender-disaggregated
wherever possible.

Some specific achievementsin relationtogender andinclusion under the first phase of the program
included the following:

= Training on Gender Responsive Budgeting (GRB) was provided to Line Ministry and Autonomous Agency
officials responsible for planning, budgeting, M&E and gender working groups to equip themto
incorporate gender activitiesin their plans and budget;

= Addition of a gender marker®® summary toall key reports going to the Budget Review Committee;

= Genderand inclusion were takeninto consideration in the development of the National Employment
Strategy, andthe associated policies were aligned with existing gender and disability strategiesand
policies such as National Action Plan on Gender and Private Sector, SEPFOPE Gender Strategies,
Maubisse Declaration, CEDAW Concluding Observations, and National Action Plan for People with
Disabilities;

= Capacity Building was provided by the GfD Gender Adviser tothe Law Reform Commission (LRC) in
relationto the career progression, professional development, and job certainty for the national lawyers
within the Commission, all of whom were women; and

= The CSC2018 Annual Action Plan wasrevised in 2017 withthe support of the GfD Gender Adviser to
elaborate gender-sensitive programs, sub-programs and activities. Gender and disability inclusion, as
well asenvironmental initiatives, beganto be incorporatedinto CSC policies. The anti-sexual harassment
policy was launched in 2017, and a Memorandum of Understanding betweenthe CSC and UN Women
was drafted.

Under IGfDSS, there was an acknowledgement that disability had been ‘left off the table’in relationto
employment and accessibility'#. This was, in large part, perceivedto be due to the absence of legislationin
relation to disability, in addition to cultural stigma that surrounds people with disabilities in Timor-Leste, as
reflectedin adviser reports. In light of this, increased attention was paid to issues of disability inclusion in
reporting under GfD.

Finally, in relationto the M&E function, an M&E system, plan, and framework was developed in 2014,
building on work undertaken during IGfDSS. In the first quarterly report under GfD Phase One it was noted
that:

‘Due to the iterative and flexible nature of GfD it has proven challenging to develop an M&E system.
This is characteristic of governance programs across the board” and that ‘Promulgation of the overall
M&E plan and Framework amongst GfDSS and the advisers remainsa concern as the adviser group are

2 AAPTIP Gender Strategy, 2014, Cardno Emerging Markets as cited in the GFDSSP Gender Strategy and Practice Note, 2015

3 A gender marker provides a means to categorise Government programs based on their gender relevance and expected contribution
to genderequality within the context of the country’s inclusive and sustainable development.

" 1GfDSS Program Completion Report, 2014
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expectedtowork towards the expectations of these documents whilst not being privy to the intended
outcomesthat the framework defines’>.

M&E remaineda challenge throughout the first phase of the program, in part because the limited agency of
GfDSS tostrategically planand define longer term objectives against which toreport, which limited the
team’sability to monitor and evaluate in a structured and systematic manner. The initial M&E plan,
developed by an international adviser, was refined with significant input from Deskin Canberra andthe
Embassy, supported by a national M&E consultant. Data collectiontools included program activity notes,
advisor quarterly reports, institution and stakeholder snapshots, a range of activity tracking tools, and R&R
processes, withresults reportedin quarterly program reports produced by Cardno for DFAT. While the
reports provided a comprehensive narrative of activities undertaken under each workstream and attempted
to relate activitiesand achievementsto program outcomes, the linkages were not alwaysclear, and it was
difficult to get a cohesive picture of the effectiveness of activitiesin progressing towards anticipated
program outcomes.

Under the first phase of GfD, however, a series of useful MEL activities were undertaken, including both
planning sessions (2014 Political Economy Analysis (PEA) workshop, 2015 mini-re-design workshop, 2016
planning day) aswell as annual R&R workshops involving GoTL counterpartsanda range of other
stakeholders. These stakeholdersincluded ‘critical friends’ who provided useful reflectionson the progress
of the program and technical assessments of each of the work areas, and identified areas for improvement.
Given a decision in the program design not to create a Steering Committee for GfD, these planning and
review processes were animportant element of the program governance processes. These formal processes
were complemented by weekly program discussions involving the Cardno and Embassy GfD teamsas well as
the DFAT Timor-Leste Desk, which provided a forum todiscuss the political context andits impact on the
programon a real time basis. PEAs, planning sessions and R&R workshops informed ongoing adjustmentsto
the program, including key decisions in relationto starting or withdrawing GfD support for particular
activities. Although the R&R sessions provided useful insights and inputs into future activities, no
consolidated review of progress was provided on either anannual basis, or at the end of the first three-year
phase of the program, with the Embassy deciding that the R&R sessions provided sufficient basis on which to
make informed decisions about the direction of the program. However, while the PEA, planning and R&R
workshops produced useful insights, there was scope to strengthen follow-up in terms of documentation
and implementation of recommendations.

3.3 Adviser activities and achievements

Although decisions about where GfD should invest its resources were the responsibility of the Embassy,
GfDSS influenced the achievements of the program throughiits ability to select and support a high-quality
team of advisers. Some key achievementsunder eachworkstream are described below.

3.3.1 Public Financial Management

During the first phase of GfD the program engaged with the following Government entities in relationto
PFM:

=  MoF;

= Office of the Prime Minister (OPM)/ Monitoring, Evaluation and Planning Unit (UPMA);

= Ministry of State Administration;

= Ministry of Public Works, Transport and Communication; and

= Ministry of Health (MoH).

In the earlyyears of GfD, PFM support was through Direct Budget Support (DBS) and strengthening
associated systems. A Fiduciary Risk Assessment of Timor-Leste PFM systems completed by MoF and DFAT in
August 2012 concluded that if 12 Mutually Agreeable Results were attained within MoF, then future donor
support could move to DBS. DFAT and MoF enteredinto a Direct Partner Funding Agreement inearly 2014.

' Q1 GfDSS Management Report
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GfD long-term advisers were placed in OPM and in the Ministries of Finance, Health, State Administration,
and Public Works, Transport and Communication to link MoF PFM performance gains to budget/public
expenditure practicesin key Line Ministries and agencies. MoF policy support wasfunded througha World
Bank Trust Fund to which Australia contributed. The funding agreement required six-monthly joint
monitoring of MoF organisational performance improvements, using a complex performance measurement
matrix, undertaken by specialist short-term advisers. It required a continued relationship of trust between
DFAT and MoF, and all sides needed to have the technical and relationship skills to maintain a sound
understanding of, and confidence in, the DBSmodel, and a coordinated effort from the Embassy, with a
significant proportion of the GfD-related time of the Counsellor and First Secretary focused on DBS.
Challengesbeganto emerge earlyin the process, when MoF wasunable to open a DBSsub-bank account at
the reserve bank to hold Australianfunds. DFAT/MoF jointly agreedto place funds in an ANZ bank account, a
decision whichwas later cited as an example of potentialfinancialirregularity.

In early 2015, the institutional and political context of DBS changed significantly when a unity Government
came to office witha Prime Minister who supported Government-wide PFM reforms alongside the existing
MoF-led initiatives. Meanwhile PFM reform was making very slow progress in MoF. Responsibility for GoTL’s
annual budget wastransferred by Decree Law 22/2015 from MoF to the newly-formed UPMA in OPM.
During 2015, DFAT lost confidence in DBS' joint monitoring model for MoF internal capacity building and
recalibrated the DBS monitoring matrix. MoF did not achieve some of the agreedtargetsinthe matrix,
leading to DBS being terminated. Around the same time DFAT in Canberra assessed that the World Bank
Sydney-administered Analytical and Advisory Activity was underperforming and terminated its contributions
to the Australia-World Bank Strategic Partnership Timor-Leste Trust Account.

GfD’s support for PFM shifted to UPMA in 2015, and GfD enteredinto a partnership with OECD, who
supported GoTL todevelop the GoTL Budgetary Governance Roadmap. The roadmap was approved by
Council of Ministers (CoM)in 2017. It was developed through an inclusive whole-of-government consultation
process, and strongly championed by the Prime Minister. It sets out a long-term, sequenced approach to
budgetary governance and PFM reform, including progression of the implementation of PBB, development
of a Medium-Term Expenditure Framework, and civil service capacity building reforms.

Further, in 2014 and 2015 GfD placed anadviser in MoH, with a view to strengthening the interface between
upstream (Central Agency) PFM reform and downstream (Line Ministry) implementation of the reforms.
While this strengthened the relationship between GfD and MoH and helped GfD understandthe
complexities of PFM at the level of animplementing agency, it proved difficult totranslate this
understanding into programmatic solutions and did little to strengthen the implementation of PFM reforms
in the health sector, particularly at the municipal level.

While based on sound reasoning given the political andinstitutional context at the time, the withdrawal from

DBS, coupled with challengesin Australia/Timor-Leste relationsasa result of maritime boundary

negotiations, led to strained relations between DFAT and MoF, and the end of any practical engagement

between GfD and MoF. The Embassy, through GfD, offered other forms of PFM support to MoF, but these

offers were not taken up. One implication of this was that GfD wasunable to progress workin relationto

financial flows and the disbursement of funds — a key element of reducing barriersto service delivery.

Nonetheless, significant achievementswere attained by the end of the first phase of GfD, including the

following:

= The GoTL Budgetary Governance Roadmap wasapproved in early 2017,

= A PFM Working Group was established by OPM with GfD support. It was approved through a resolution
in the CoM, with responsibility for oversight of the implementation of the Budgetary Governance
Roadmap. With GfD support, an implementation plan for the Roadmap was developed;

= A GRB policy note was developed and submitted tothe PFM Working Group for approval;

= Changeswere madeto the Budget and Financial Management law through GfD advisory inputs to
accommodate the reform program;

= Phase TwoPBB was implemented (establishment of PBB structuresand associated costing tools)
including for municipalities, and an associated instruction manual developed to assist Line Ministriesand
Autonomous Agenciesto complete the 2018 PBB Annual Plan template;

=  PBBguidelines were developed to facilitate the elaboration of municipality action plans based on PBB;
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=  The programsand activities for both the ‘Good Governance’and the ‘Revenue’ programs (programs
common to most entities) were further developed, with GfD support;

= Through UPMA,and in collaboration with the Gender Focal Points of OPM and the Secretary of State for
Support and Socio-Economic Promotion of Women, GfD supported the development and incorporation
of gender markersinto the PBB guidelines in order to capture gender sensitivity in programs, sub-
programs,and activities;

= With GfD support, UPMA and MoF developed an integrated budgeting tool — Dalan Ba Futuru (DBFTL)—
which incorporates planning, procurement, costing,and M&E components;

= GfD supported improved quarterly
and annual reporting to National
Parliament, reflecting the new PBB
approach, andthe design of a
dashboard report on quarterly
monitoring of annual plans, providing
a simplified and informative snapshot
of key achievements per quarter to
allow easier monitoring by National
Parliament; and

= The draft Procurement Law was
developed with input from GfD
advisers and wasshared with
Government for comment prior to
going for public consultation.

DBFTL user interface screenshots

3.3.2 Economic Policy

GfD’s engagementinrelationto Economic Policy during the first phase of the program wasdiverse. A
reduction in Embassy resources, the resource-intensive engagementinrelationto DBS, andtensions in
Australia’srelationship with Timor-Leste as a result of negotiationsaround resources in the Timor Sea,
impactedon the program’sability to engage productively with some counterpartsin relationto economic
policy. The slower than anticipated pace of engagement impactedonthe program’s progress in early years
and meant that GfD engaged where it could get traction, rather than necessarily where wasanticipatedin
the original design, or where was most strategically influential. In spite of this ‘responsive’ model of
engagement, some significant progress was made by the end of the first phase.

GfD engaged with the following Government entities in relation to economic policy during the first phase of
the program:

=  MECAE

= Ministry of Transport and Communication/ Civil Aviation Authority Timor-Leste (AACTL)

= |RC

=  BancoNacionalde Comérciode Timor-Leste (BNCTL)

= National Communication Authority (ANC).

MECAE

=  MECAE continuedto work towardsits main objectives of private investment, economic diversification
and sustainable employment, and prepared detailed planning on priorities for reforms under the VII CG
based on a thorough analytical review of World Bank, Asian Development Bank (ADB) and United States
Agency for International Development’s (USAID) Millennium Challenge Corporation economic analyses.

= Monash University, throughits grant agreement with GfD, became a trusted partner of MECAE, through
the provision of specific researchreports, as well as through advice on the use of statisticaland
economic modelling to underpin the development of economic policy.

=  The Investment Policy wasdrafted, internal agreement reached andinitial consultations with external
stakeholders completed, based on extensive internal discussions on the Investment Reform Map ‘action
plan’ conducted by MECAE/Tradelnvest.
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= ‘A Guide to Economic Reform and Growth’'® was developed, with significant input form GfD advisers,
which set out a path towardseconomic diversificationand served as a basis for future advocacy for
economic reform

= From mid-2016, GfD played an active role in the process of developing an understanding of World Trade
Organisation (WTQ) accession requirementsand coordinating across ministries to prepare relevant
documents and processes. As part of the WTO accession process, MECAE finalisedthe Memorandum on
the Foreign Trade Regime which was approved by CoM on in June 2017 and subsequently circulatedto
member countries.

= GfD worked withthe MECAE Legal Unit to prepare a procedure on policy development and consultation
followed by legal drafting as the last stage. The procedure involved policy-level discussion and debate at
CoM prior to development of lawsand sought to mandate engagement with relevant stakeholders
outside of the normal group of civil lawyers, Portuguese speakersand Line Ministries in Dili.

= A number of pieces of legislation centraltostrengthening the Business Enabling Environment were
passed including Company Law, Commercial Register Decree Law and SERVE Decree Law, Legislative
Authorisation Law for the Recovery and Insolvency Code, and Commercial Licensing Decree Law.

= Progress wasmade in relationto a number of agriculture planning and assessment tools, including the
Instrumentu ba Programasaun Agrikola, a Rapid Agriculture Assessment of the impact of El Nifio
2015/2016 and commencement of planning for the 2018 agriculture census.

= Progress wasalso made within MoF including development of a series of policies and lawsin conjunction
with different international organisationsregarding programimplementation.

= The National Employment Strategy wasdrafted and approved.

Ministry of Transport and Communication/AACTL

With GfD support, the National Civil Aviation Policy was approved by CoM in May 2017, providing a national
vision and direction for civil aviation in Timor-Leste. A Civil Aviation Agreement wassigned with Australia,
and the Board of Directorsof AACTL appointed.

Law Reform Commission

The LRC, supported by GfD, completed the Business Framework Report, and hosted a debate on the
recommendationsin the report.

BNCTL

Through GfD funding, ADB commenced support for the transformation of the country’s Government-owned
National Commercial Bank, BNCTL, to become a fully licenced commercial bank.

ANC

GfD provided twointernational advisersto ANC to support diversification in the telecommunications sector
and to develop the mandate of ANC as the telecommunications regulator. While some progresswas made in
relationto institutional capacity building and the development of a number of technical manuals, the bigger
aim of establishing ANC as an effective independent regulator which could resolve a monopoly position in
the sector was impeded by internal politics, including a changein internal stakeholders, and some internal
resistance to GfD’s workin relationto telecommunications reform and diversification. A decision was made
to withdraw support to ANCin 2017 due to anassessment that the remaining GfD adviser was not being
used to his full potential. In early 2017 the GfDSS Quarterly report noted that:

‘The current activities in the telecommunications sector are not sustainable, and are, in fact, having a
detrimental effect. The authority is not requlating, fees aren’t being collected, servicesaren’t being
delivered and furthermore, a number of ANC staff have left already, and others are seeking jobs
elsewhere™’,

' https://www.mof.gov.ti/wp-content/uploads/2016/07/03-E conomic-Reform.pdf
' GfDSS Quarterly report (Q10) November 2016 — January 2017
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3.3.3 Public Administration

During the first phase of GfD the program engaged with the following Government entities in relationto
Public Administration:

= (CSC;and
= National Institute of Public Administration (INAP).

The Australian Government has supported the CSC since itsinception in 2009, originally through the Public
Sector Capacity Development Program (PSCDP). The work continued through the first phase of GfD, with a
focus on strengthening HRM across the civil service. Achievements supported by GfD through this first phase
included the following:

= Official launch of the CSC Strategic Plan 2015-2030in July 2017 as a blueprint for public administration
Reform in Timor-Leste;

= Completionof the National Staffing Diagnostic project, providing baseline information on the current
status of the Government workforce, HRM practicesand constraints for the incoming VIl CG;

= Completion by the CSC Secretariat of a reflection and self-assessment of their own services to underpin
improvements in CSC structures, workforce data, archive management and HRM procedures;

= Completion by the CSC of a Public Perception Survey of the Public Service with a focus on the key
development, policy, and programindicatorsof the Timor-Leste SDP, with a view to informing the
incoming Government about focus areasfor improvement, and to providing benchmark indicatorsof the
performance of services of the relevant GoTL entities. A technical team comprising personnel from
different CSC directorateswere trained assurvey enumeratorsand were involved in the analysis of the
survey results, toenable the CSC to conduct similar surveys annually;

= Development by the CSC of an orientation guideline for investiture into the public service, supporting
Government entitiesto comply with the legal provisions of the Civil Service Statute toensure that only
personnel who pass through a merit-based selection process can be part of the civil service;

= Development by the CSC of a comprehensive manual on administrative actsto promote the efficiency,
effectiveness, and responsibility of the staffin the provision of services, as wellas a manual on financial
processes that defines the mechanism of how to use and manage the CSC budget;

= Areview of the Personnel Management Information System (PMIS) maintenance contracts, which
increasedtransparency and accountability in the management of the PMIS contract and set the stage for
the CSCtobe able to take greater control of updates to the system, with a view to reducing
maintenance costs and improving performance;

= Development by CSC of a technical proposal for an interface betweenthe PMIS and MoF’s Financial
Management Information System (FMIS) to be developed using open-source technology with maximum
national ownership to guarantee both financial and technological sustainability. The interface was
intended to reduce the incidence of ghost-workersand double-payments;

= Establishment by the CSC of a Workforce Planning Steering Committee, drafting of a workforce policy
and guidelines to include in a workforce planning manual;

= Development of a civil service Training Needs Analysis tool, to be piloted in the CSC; and

= Completion of revision of allmodules generated by INAP for pre-service training, leadership training,
administrative assistant training and local leaderstraining.

3.4 Lessons learned from Phase One

As would be expectedin a programthat wasdesigned to be flexible and responsive within a fluid political

context,a number of changes were made withrespect to GfD’s engagement with GoTL during the first

phase. These included:

= The withdrawal of DBS, following an assessment that the risks of continuing with DBS were unacceptably
high, and consequently support for MoF (given that MoF did not accept offers of alternative forms of
support), with GfD’s support for PFM reform shifting to supporting development and implementation of
the Budgetary Governance Roadmap, including PBB, through UPMA,;

=  Withdrawal of the adviser who had been placedin MoH to support downstream elements of PFM
reform in a Line Ministry, linked tothe withdrawal of DBS;
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= Withdrawal of advisory support in ANC when it proved difficult to gaintractionfor reforms in the
telecommunicationssector, largely due tointernal politics andto a lack of understanding of key people
within ANC of the Commission’s regulatory role;

= Establishment of advisory arrangementswithin AACTL inresponse to a request for support from
Australia from the newly-established GoTL Inter-Ministerial Group under MECAE; and

= Transferin the first quarter of 2015 of a long time Locally EngagedJunior Trainerin INAP to a permanent
role in INAP, directly employed by the Government. This concluded DFAT support for training positions
in INAP which had been funded by GoA throughthe earlier IGFDSS Program as well as the PSCDP.

These changeswere on the basis of strategic decisions made by the Embassy, drawing to a certain extent on

reporting and advice provided by Cardno.However, there are some associated lessons learned that

influenced the directionand management of Phase Two and Cardno’srole in managing the program.

= While a heavyreliance on international advisers was appropriate inthe earlyyears of the program, it was
important to shift this model over time to an increasing focus on the appointment and career
development of national advisers. Not only was this important for capacity-building and sustainability,
but it became clear that reliance on a small number of international advisers could be risky, and highly
dependent on the skills and attitude of the individual advisers. In both ANC and MoH the characteristics
and approachesof the individual advisersimpactedto some extent on progress made as a result of
those placements. While there remained a need for international advisers with high levels of technical
expertise in certain areas, for example the aviation sector, such appointments needed to be based on
sound analysis, and clearly scoped.

= Changesin Embassy resourcing hada significant impact on the programin its early years. The resultant
close working relationship between Cardno, the Embassy and Desk and systematisation of
communication was critical to success of the program.Regular meetings of this ‘triangular’management
group allowedthe programtorespond as needed toemerging issues and to changes in context.
However, better documentation of decisions and the basis on which they were made would have
provided a greater level of confidence in the appropriateness and accountability of program decisions to
both DFAT and external stakeholders.

=  The M&E challengesfaced in Phase One impacted on the ability to strategically direct GfD,andto
capitalise on the totality of GfD as a coherent program. There were limited attemptstofind synergies
across the workareas, or tointegrate the work of grant partners with the work of nationaland
international advisers. Without a coherent binding story, the program did not have a clear framework
within which to make decisions on GoTL requests for support and was unable to capitalise on the
collective benefits of the work areas. As a result, the outcomes of a series of Technical Assistance inputs
did not necessarily add up to something that wasgreater thanthe sum of the individual parts of the
program.

4 Progress Evaluation — Phase Two and GfD Transition
Program

The first phase of the GfD Program concluded on 30 June 2017. A Deed of Amendment was signed on 14
June 2017 that extended GfD into a second phase 1 July 2017 — 30 June 2021. DFAT enteredinto a new
contract with Cardnoto implement the GfD Transition Program from 1 July 2021 — 30 June 2022,
maintaining the same ToC as for GfD Phase Two, and with the entire team transitioning tothe new contract,
with the exception of a few positions that transferredtothe GoTL payroll.

Given Cardno’s strengthenedrolein relationto program strategy and investment decisions under Phase Two
and the subsequent Transition Program, this section is structured according to DFAT s aid effectiveness
criteria of:

= effectiveness

= efficiency

= relevance

= genderand social inclusion
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= sustainability
=  monitoring and evaluation
= risk management andsafeguards.

4.1 Effectiveness

Effectiveness is a measure of the extent towhich an aid activity achievesits objectives, responding to the
guestion ‘Has the program achieved the outputs and outcomes that it expected over the lifetime of the
investment?’. The consideration of effectiveness involves assessing the achievement of results at a number
of levels, including against the EOPOs, and the program’s Key Evaluation Questions (KEQs).

4.1.1 Achievementsin relation to End of Program Outcomes —Phase two and Transition
Program

Successive GfD progress reports, and the GfD Independent Review, noted significantly more progress in
relationto EOPO1 compared with EOPO2. This wasto be anticipated, giventhat policies need to be
developed before they canbe implemented, and it is therefore logical that the latter should lag behind the
former. However, in the final year of the program andin the Transition Program significant progress was
made in relationtoboth EOPOs. For a summary of progress against the EOPOs across the life of the program
see Section 2.

There are numerous examplesacross the second phase of the program and the GfD Transition Program of
evidence informing decision-making and policy development (EOPO1). The provision of research and analysis
by grant partnersand advisers was core to GfD’swork. However, central tothis EOPO is the extent to which
this research and analysis was used by the Government to inform policy development and Government
decision-making. A number of elements of GfD’s approach were centralto achieving this EOPO. In particular
the ‘soft skills’ of the GfD advisory team and their ability to communicate effectively with GoTL decision
makers encouragedthe use of robust data andanalysis in policy development and Government decision
making. At a more practical level, investment in high-quality translation servicesto ensure research was
availablein Tetun, and efforts to present data to busy decision-makers in creative and easily accessible
formats (e.g. with the use of infographics) ensured that information wasmore likely to be read.

A few recent examples of policies and decisions that were based on sound evidence and analysis supported
by inputs from GfD grant partnersand advisers include the development of an action plan to streamline key
business licensing processes following mapping and analysis supported by GfD, use of the DBFTL
management information system by the Budget Review Committee in their consideration of the 2021 and
2022 budgets, consideration of research and analysis provided by GfD advisers and grant partnersto inform
the development of the COVID-19 ERP, and the development of COVID-19 safety arrangements for Dili
airport on the basis of the advice of the GfD Strategic Aviation Adviser. More examples specific to each
workstreamare provided in the section 4.1.2.

Story of Significant Change (Aug 2020): GfD contributes evidence and advice to support development

of COVID-19 economic stimulus and recovery measures (PAF#21 Instances of evidence available for
decision-making) | Rating: Highly Significant

A key lesson from the COVID-19 pandemic has been the importance of anappropriate immediate
economic response and longer-term recovery plan that is based on sound economic evidence and
analysis, with awareness of other country experience as well as unique factorsand vulnerabilitiesin
Timor-Leste. These frameworks will be critical to minimising the short- and long-term economic impacts
of COVID-19.

GfD’s national advisers, who were pre-positioned in key ministries, were able to provide timely advice to
GoTL as the COVID-19 pandemic beganto impact Timor-Leste, and GfD grant arrangements pivotedto
undertake research on the social and economic impacts of COVID-19 and community perceptions of the
Government’s response. GfD advisers and grant partnersare continuing to provide information and
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analysis that is being used by the Economic Recovery Commission as it plans for the longer-term
recovery of Timor-Leste’seconomy.

GfD has influenced decision-making at the highest levels, on the most significant issues facing Timor -
Leste at the present time, as the country responds to COVID-19. Elements of the analysis and data
provided by GfD are evident in the Government’s response measures, which have included a focus on
women and vulnerable groups, and a focus on economic productivity. GfD was also influentialin
mitigating the impacts of the land border closure on import of agriculturalinputs. Key stakeholders have
confirmed the influence of GfD inputs on outputs of both the CIGC and Economic Recovery Commission,
and that GfD continues to be a valued part of planning processes for the country’s longer-term COVID-19
response.

In relationto EOPO2, there are examples of improved policy implementationacrossall three workstreams.
For example, the development and approval of the 2021 and 2022 budgets using a program budgeting
approach was a significant stepin PFM reform and the implementation of key aspects of the GfD-supported
Budgetary Reform Roadmap. In relationto Public Administration, the third round of merit-based promotion
for general career regime civil servants wascompletedin late 2021 after two previous successful rounds in
2019 and 2020. The new process, to which GfD advisers contributed significantly, ensured for the first time
that promotions in the civil service were based on merit, through an objective testing process. Under the
Economic Development workstream, a number of improvements were made to the business licensing
process following a mapping of current licenses and development of an action plan for improvement,
strengthening the Business Enabling Environment and revised SOPs and new workflows arein place to
improve and expedite the business registration process. Again, more detailed examplesare provided in
response tothe KEQs in section 4.1.2.

Story of Significant Change (July 2019): First National Seminar on Disability Inclusion in Public

Administration (PAF#20b: Instance ofimproved policy implementation) | Rating: Significant

A National Disability Policy wasendorsed in 2012 and the rights of people with disabilities are enshrined
in the constitution, however implementation has been minimal. Disability inclusion in the Civil Service is a
priority of the Civil Service Commission (CSC), however, little progress has been made, and significant
barriersremainto people with disabilities’ participationin the Civil Service workforce, exacerbated by
public servants’ limited understanding about disability inclusion.

GfD supported the CSCto hold a National Seminar on People with Disability in Timor-Leste’s Public
Administration. The objective was to create awareness and understanding of people with disabilities in
Timor-Leste and the Civil Service, and the challenges they face in workforce participation.

Through the seminar, CSC leadersdemonstrated their strong support for disability inclusion. The CSC has
subsequently worked with GfD to plan todevelop a better understanding of people with disabilities
across the Civil Service, to inform future implementation of the National Disability Policy. Coordination
betweenthe CSC and other Government entitiesaround disability inclusion has improved. Moreover,
there has been a significant change in the CSC’sengagement with Disabled Persons Organisations
(DPOs). The seminar wasthe CSC’sfirst engagement with DPOs, but now Ra'es Hadomi Timor Oan is
participating in consultations on Civil Service workforce planning.

4.1.2  Achievementsin relation to Key Evaluation Questions— Phase Two and Transition
Program

The establishment of M&E House in late 2017 signalled a major change in M&E and reporting practicesfor
all Implementing Partnersacross the Australian aid programin Timor-Leste. ToCs were redesigned, and
overarching KEQs and more detailed Sub Questions (SQs) were formulated to improve monitoring of
progress against the ToC. Not only did this serve to strengthen the linkage between planning and monitoring,
but it also served tofocus data collection methods across programsand enable programsto collect more
meaningful data to feed into Embassy reporting processes and monitoring of progress against the PAF.
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The following section has been structured by KEQs.

Key Evaluation Question 1: To what extentdid GfD contribute to improved budgetary governance?

.\‘ :
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GfD’s Program Budgeting Advisers worked closely with UPMA to support the implementation of PBB

The VI CG’s reform agenda prioritised economic development and increased revenue, as well as reduced
expenditure and greater efficiency. In March 2017, the CoM approved a Budgetary Governance Roadmap
that sets out a medium-term plan of carefully sequenced reforms to achieve reduced spending, improved
use of resources for maximum benefit to Timor-Leste, and increased transparency, designed to be
implemented over a five-year period. Responsibility for leading these reforms and the implementation of a
new approachto planning and budgeting was delegated by the Prime Minister to UPMA within OPM. A key
plank of these reforms wasa shift from a budget structure based on inputs, which measures budget
executionagainst line items, to a program budgeting structure, which measuresthe results of the
expenditure, i.e. the programsand services delivered. This is a foundational step for budgetary governance
reform. The OECD, through GfD funding, provided advice on the development of the GoTL Budgetary Reform
Roadmap, and has since undertaken a review of progress and provided advice on further updatesto the
Roadmap.

From 2017 GfD provided a team of national Program

Budgeting Advisers (PBAs) to UPMA, along with a number of ‘Linking our budget request to program
short term and long-term international adviser inputs, to targets made it easier for HNGV to make a
support the implementation of the Government’s priority ool o et [BLehis, et o

) ) defend it confidently in front of KROP
PFM reforms. With GfD support, program budgeting [Budget Review Committee]. We expect

§tructures were established for all.ser.vice deliverY institu‘Fions positive impacts on service delivery across
in 2017. The budgets of these institutions were aligned with many areas from better patient care,
theirannual plans, and for the first time the institutions were training, expansion of existing services and
required toreport the results of expenditure against service development of new services...

delivery programs, allowing oversight of budget expenditure
and contributing to increased accountability. PBB has been
progressively rolled out since then, withthe 2021 budget
being the first in which all entities with the exception of those
within Regido Administrativa Especial de Oecusse Ambeno (RAEQA) drafted their budgets using a program
classification structure. The program structure wassignificantly refined for the 2022 budget, and all entities
including RAEOA developed their 2022 budget based on this new program structure. While there s further
work tobe done to embed the concept and application of PBB and to build the capacity of Line Ministries to
fully apply it at the level of service design and delivery, a solid and sustainable foundation has been laid.
There areimprovements every year in the application of this approach, particularly inthose ministries such

Executive Director National Hospital Guido
Valadares, Ministry of Health
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as Healthand Education which have been using program budgeting since 2017. 2021 was a transitionyearin
which UPMA, having led the catalytic transformation of Timor-Leste’s budgeting approach, handed over
responsibility for the annual planning and budgeting process to MoF. UPMA became an autonomous agency
atthe start of 2022, and is now turning its attention to medium term planning, monitoring and evaluation, as
planned in the Budgetary Governance Roadmap. A draft Medium Term Planning Framework has already
been developed, and a whole-of-government M&E Framework will be developed in the first half of 2022,
with support from GfD. This shift in responsibilities, coupled with the appointment of a new Minister of
Finance in 2020, provided opportunities for GfD to re-engage with MoF. As at 31 January GfD had two
advisers based in MoF, and a clear appetite from MoF for further support from the program. In January 2022
a new Budget and Financial Management Law was approved by the National Parliament, which enshrines
PBB as the basis for the development of all future general state budgets. The Law is expectedto be
promulgated by the President in February 2022.

The introduction and implementation of PBB was supported by the development and implementation by GD
of the DBFTL Management Information System, which captures multi-layered information about programs,
activities,and associated budgets to inform both planning and budgeting. From 2018 onwards, the
Parliamentary Budget Review Committee wastrainedinthe use of DBFTLand drew on it heavilyin their
consideration of the 2021 and 2022 budget proposals. MoF have confirmed that DBFTL will continue to be
the maintool to support annual planning, monitoring and evaluation following transition of leadership of the
process to the Ministry. Future work will see elements of DBFTL being made available to civil society to
provide greater transparency around planning and budgeting, and the development of an interface between
DBFTLand MoF’s FMIS.

A third significant achievement wasthe introduction of GRB, another priorityin the GoTL Budgetary
Governance Roadmap. With the support of the GfD GRB Adviser, all Government entitiesapplied a ‘gender
marker’in preparing their 2020 budgets. The 2022 budget preparationrequired all Government entitiesto
include a GESI program, and saw the gender marker being applied at the subprogram ratherthan program
level, with funds allocatedto ‘principal’ GESI activitiesincreasing by 190%, and anoverall 2% increase in the
percentage of general state budget funds allocated to gender in comparison with 2021. The next step will be
to support all Line Ministriesto identify appropriate targetsand indicatorsto underpin their gender markers,
and to continue toembed an understanding of GRB across Line Ministries. Information provided by the
gender marker enables the Secretary of State for Equalityand Inclusion (SEIl) and UPMA to monitor
institutional programsand activitiesrelatedto the promotion of gender equality. It also assists in tracking
the overallfunds allocated tothe promotion of gender equality. This information is published and made
available to National Parliament. In addition to this being useful in its own right, it further entrenches gender
asanintegral priority in program planning and budgeting. The Government’s annual performance reports
now include a section on gender, which further enables SEll toanalyse the Annual Report and review Line
Ministry plans and budgetsthrough a gender lens to monitor implementation of gender policies and
commitments. The independent GfD review team noted that GfD’s support for GRB “.. was a strategic,
central reform, continued by successor governments, which will assist GoTL deliver and monitor its gender
objectives across ministries and agencies™®.

Story of Significant Change (March 2019): Strengthened alighment between Government priorities

and budget allocations. (PAF#8: Instance ofimproved systems for service delivery) | Rating: Highly
Significant

Prior to implementation of program budgeting reforms, budget submissions based on input costs (e.g.
fuel, rent) led to insufficient spending on priorities and inefficient use of Government funds.

The GfD Program provided a team of advisers to continue the roll out of the Budget Reform roadmap,
developed through GfD funding by OECD in 2016. With this assistance, 31 Government entities adopted
a program budgeting approach totheir 2019 budget submission (in addition tothe 25 that had

'8 DFAT, Review of Australia’s Governance for Development program in Timor-Leste and management response, 2020. Weblink:
https://www.dfat.gov.au/publications/aid/freview-australias-governance-development-program-timor-leste-and-management-response
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transitionedto program budgeting in 2018). GfD also supported implementation of a new, structured,
collaborative process of budget development through which budget ceilings were allocated to sectors,
and entitieswere supported to develop and present their own annual plans and associated budget
proposals.

This gave entities greater understanding and ownership of their budget and an opportunity to advocate
for increased funds linked to program priorities, while giving the Budget Review Committee a greater
understanding of, and rationale for, final budget allocations. Although entities were presented with 2018
budget amounts as their initial budget envelope, 50 out of 56 agencies using program budgeting were
successful in advocating for additional budget, which amountsto USD$315.475 million allocated to
entitiesabove theirinitial allocation.

Key Evaluation Question 2: To what extentdid GfD contribute to improved public administration?

"'Q,.A.

The first civil service merit-based general career regime promotion process was held in 2019

GfD’s support to public administration under the program’ssecond phase and Transition Program focused
on four key entities: The CSC, TIC Timor (ICT Agency), and the Ministry for Legislative Reform and
Parliamentary Affairs (MRLAP), the latter of which was disbanded in 2020 and advisory support moved to the
office of MCAE and later the Presidency of the Council of Ministers (PCM).

GfD’s support to the CSC wasthe continuation of manyyears
of support for the development and implementation of
strengthened HRM policies and practices, dating from the
PSCDP and continued throughout Phase One of GfD. Two key
pieces of legislation were developed during this period with

‘The inputs from the consultation will help
the CSC to have a better design for the
planning of the workforce in the future and
inform Government on how to regulate the
number of civil servants and to improve

the support of GfD: legislation on Civil Service Workforce mobility across the civil service'.
Planning, and legislation on Individual Performance
Management.Both are stillawaiting approval by CoM, with CSC Commissioner responsible for

delays due to a lack of political consensus, and to COVID-19. Workforce Planning

Without the legislationin place GfD was unable to support

progress with respect to workforce planning and performance management inthe civil service. However,
there was significant progress in other areas, the most notable of which wasthe implementation of a new
system of merit-based promotions for civil servants. The first round of merit-based promotions took place in
2019, the second in 2020 and the third in 2021. Across the three promotion rounds, a total of 3,293 (959
women and 2,334 men) general career regime civil servantsacross all grades were promoted tothe next civil
service categoryout of a total of 27,434 (6,844 womenand 20,590 men) applicants. While the total number
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of men promoted in the three rounds was higher thanthat of women, the percentage of female applicants
who received a promotion was higher thanthe percentage of male applicants (14%vs. 11% on average),
showing higher capacity among female civil servants to qualify for promotions. The promotion process was
based on a range of supporting documentation evidencing performance of the civil servant, and the results
of a computerised aptitude test. This reform ensured a more balanced, objective, inclusive, and fair
promotion system, open to anyone, regardless of their political affiliations, gender, and family connections.
There are plans toexpand the process in 2022 to include some streams of special career regime civil
servants (in thefirst instance justice, healthand education). In parallel, work continues to assure merit-based
recruitment and selection processes, based on terms of reference and objective and inclusive selection
criteria, including to fill positions in the new CSC organic structure that will be implementedto reflect the
needs and priority activities of the third CSC mandate. This marks an important and necessary foundation to
improve the quality of the civil service workforce.

GfD’s legal advisers in the CSC not only supported the development and application of legislation but were
also instrumental in reforming the process for addressing disciplinary cases. In 2020 the number of pending
cases reduced from 270 to 71 through the application of a systematic approach and more timely decision
making. For the first time penaltieswere applied in some cases, such as removal from public office, or
ineligibility to sit the promotions test, serving as a disincentive for others to commit workplace breaches.

GfD also supported strengthening of the CSC’s ICT systems, including progresstowards aninterface between
the CSC’s PMIS with the MoF FIMS — important to ensure that personnel management informationrecords
match financial payroll records, to remove a number of ‘ghost workers” who are no longer in the civil service
and to reduce payment errors. Formal agreement wasreached on the interface, and technical issues
resolved. The process now requiresfinalisation of data cleansing (ensuring that fields in both systems are
accurate and match), a process which was slowed by the introduction of a new Organic Law for the VIl CG
which realigned Government structures. Through GfD support and prompted by COVID-19, many CSC staff
are now also able to accessthe PMIS system remotely — a significant benefit given the significant increase in
remote working arrangements. GfD also supported the development of an in-house system for conducting
the computerised promotion tests using open-source == o« .
software rather thanrelying on the commercial PMIS BNCVOT b nei i s =i
provider that had previously supported the testing
process, which significantly reduced costs and
increased flexibility. In 2021 the GfD ICT adviser
supported the introduction of an online ‘ticketing’
system enabling remote lodgement of enquiries to
the CSC by Line Ministries. Work will continue in
2022, with GfD support, on the in-house " :
development of a replacement PMIS using open
source software, with a view to significantly reducing
costs and increasing flexibility.

°o»@

Following the establishment of the 3™ mandate of
the Commission in mid-2020, GfD supported the new
Commission’s process of planning and prioritisation.
The priorities, which include a significant emphasis ercoc ST
on gender andinclusion, have been finalised, and

funding has been included in the 2022 budget.

In mid-2019 a decision was made for GfD to provide
advisory support to TIC Timor, GoTL’s central ICT S
agency, in recognition of the centralimportance of
ICT in supporting public administration reform. The
focus of GfD’s work wason ICT strategy and good
governance, and in particular the development of an
e-governance strategy for GoTL (a priority under
GoTL’s Public Administration Reform program).

TIC Timor developed a COVID-19 dashboard — The Single
Source of Truth’ about COVID-19

GfD Completion Report 2014-2022 17



When this work was disrupted by COVID-19, GfD took advantage of the opportunity to support the
development of a ‘COVID-19 dashboard’ that provides authenticated information on the status of COVID-19
in Timor-Leste, in the form of both a website and phone app. More recently GfD supported progression of a
plantoimplement a ‘Unique ID’ system across Timor-Leste. A draft strategy was developed through
widespread consultative mechanisms and approved by CoM in mid-2021, and GfD appointed additional
resources to support progression of this importantinitiative. GfD will finalise a baseline assessment of e-
governance across GoTLin early 2022, which will inform development of the GoTL ICT strategy inthe first
half of 2022.

In 2019 GfD also provided support for broader public administration reform efforts within MRLAP. The
GoTL’s Public Administration Reform document was completed within this period, which set out five pillars
of reform for public administration:

= Service delivery processes;

= Incentives and accountability;

=  HR management anddevelopment;

= Rationalising functions and structures; and

= Doing business.

The Public Administration Reform document is comprehensive and draws on best practice examplesfrom
across the globe. There are, however, differences of opinion at senior levels withinthe Government with
respect to some of the recommendations, in particularin relationto HRM and the competencies of the CSC.
While the document has been approvedin generaltermsby the CoM, specific pieces of legislation to
underpin reforms are still to be approved. GfD withdrew its support for these MRLAP-driven reforms in
January 2020, giventhe potential conflict in relationto public administration reform that had emerged with
respect to the long-term support that the program had provided to the CSC. Following the disbanding of
MRLAP in mid-2020, GfD’s legal adviser moved to PCM, where she wasinstrumentalin the implementation
of a more coordinated approachto legislative and policy development, and in strengthening policy
development processes and capacity, including throughthe development of an infographic on GoTL’s
Inclusive Policy Development cycle.

Story of Significant Change (Dec 2018): Inclusive process of developing CSCWorkforce Planning Policy

and Decree-Law (PAF#16: Instance of Inclusive Policy Development) | Rating: Highly Significant

The Human Resources Management policies were previously written directly as laws by CSC-contracted
advisers working in isolation, without consultation with the Line Ministriesand Autonomous Agencies
and with little involvement of the CSCitself.

In early 2018, the CSC with support of GfD led the development of the Workforce Planning Policy and the
associated Decree Law through consecutive processes that were inclusive and consultative. This is
significantly different from the way CSC has historically developed policy. The policy development
involved a wide range of stakeholders, a series of comprehensive, inclusive and ongoing consultations,
discussions and workshops informed the policy, and the policy wasestablished prior to the law being
drafted.The Decree Law wasdrafted through a similarly inclusive and consultative way, based on the
policy. The GfD Human Resource Management Adviser supported CSC to facilitate the policy
development process and to draft the Decree Law.

The resultis a policy and Decree Law thatisowned and understood by the CSC and the stakeholderswho
will be involved in the implementation.
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Key Evaluation Question 3: To what extentdid GfD contribute to developmentand
implementation of evidence-based economic policy?

D i 5

DOS ASSUNTOS FCONOMICOS.

DISKUSAUN MEZA REDONDA

GfD aavisers (on the right) were significant contributors to a public and private sector discussion on economic recovery

GfD’s support for economic policy suffered some setbacks under the VIl and early stages of the VIII CGs, with
political instability and major structural changes disrupting the possibility of significant progress. MECAE was
disbanded, and there wasno ministry tasked with the central coordination of economic policy. Some GfD
economic advisers shifted from MECAE to MRLAP, whose minister was eventually also appointed as acting
Minister MCAE. One Economic Adviser moved to OPM where he provided macro-economic advice and
analysis to the Prime Minister. The contract of one adviser, initially based in Tradelnvest, was not renewed,
given the challenges of engagementinrelationtobusiness enabling reform. It continued to be difficult to get
traction on significant macroeconomic policy reform during this period, giventhe lack of a clear ministerial
mandate, and a Minister who wasstretched very thin across a broad portfolio.

However, throughout 2019 GfD’s adviser in OPM continued to provide macro-economic advice and analysis
to the Prime Minister and contributed to the production of policy briefings and analysis that were used to
inform decision-making at the highest levels (for example research on tariff policies). Data collected through
the MEL system demonstrated anincrease in demand for GfD-supported evidence and economic data in
decision-making within OPM. Monash University, through its grant with GfD, continued to produce
important economic research, including in relation to connectivity, economic diversification, education,
agriculture (including coffee) and the youth bulge. Findings of a Monash report on the coffee sector were
referenced by the President of the Republic during his speech on the 20th anniversary of Restoration of
Independence Day, and a report on internet connectivity, ‘Speed Matters: The Case for an International
Cable Internet Connection for Timor-Leste’ wasused by the Executive Director of TIC Timor to brief the
Prime Minister on internet connectivity issues. Timor-Leste has now agreedto proceed withthe
establishment of a submarine cable connection, in part as a result of this research. Once in place, this is
expectedto leadto significant long-term economic benefits for the country.

In 2019 GfD engaged Oxfam towork on a range of economic-related topics under a program named
Hadalan. In September 2019 Oxfam launched reportson the importance of economic diversification, and on
women in agriculture. GfD’s support for this research not only expanded the evidence base to inform
decision-making and guide sound economic policy making at the highest levels of Government, but also gave
greatervoice tolocal NGOs, CSOs and universities in the economic policy debate. It also provided
opportunities to further develop CSO capacity to undertake quality economic research. And with the GfD-
funded support of the Australian Bureau of Statistics (ABS), some major macroeconomic statistics were
made available to the public by the General Directorate of Statistics (GDS), with timeliness progressively
improving in the release of results such asthe Business Activity Survey, Consumer Price Index and Gross
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Domestic Product figures. Not only did the partnership with ABSyield strong development results, but it also
strengthened Government-to-Government relations and facilitated peer-to-peer learning with counterparts

in GDS.

GfD also supported the first Informal Sector Survey within SEFOPE, and through cooperation with ABS and
GDSobtained approval and budget for a Labour Force Survey tobe conductedin 2021. Data collection was
completedin late 2021, and analysis will be completedin early 2022 andshared with decision makers by
mid-2022 with the support of GfD’s adviser in SEFOPE. Overall capacity for evidence-based decisions making
in labour force planning has increased through GfD advisory support.

In 2020 a number of contextual changes presented opportunities for GfD to contribute to evidence-based
policy development: COVID-19 provided a catalyst for an economic plan that would support the country to
recover from the economic impacts of the pandemic, and a re-shaping of the governing coalition led tothe
re-establishment of MCAE, to which two GfD advisers transferred from MRLAP in September 2020. GfD
support for the accession of Timor-Leste to the WTO intensified, and while the direct benefits of this process
may take manyyears totake effect, the process of fulfilling WTO accession requirementsindirectly led to
improved analysis within Government in relation to critical opportunities for economic diversification,
including identifying key sectors, increased coordination across economic ministries, and the development of
key pieces of legislation tounderpin economic development and strengthening of the private sector,
including opportunities for international trade. The work is ongoing, but GfD adviser expertise in this area
has been critical and will have positive spin-off effects in terms of Timor-Leste’s business enabling

environment.

GfD advisers provided significant input into the Government’s
COVID-19ERP, alongside Monash University throughits grant
from GfD. Further, two other grant partners, The Asia
Foundation (TAF) and Oxfam, pivoted the focus of their work
to undertake research on issues relatedto the social and
economic impactsof COVID-19, which also influenced the
development of the ERP. TAF commenced a series of bi-
monthly ‘pulse surveys’ exploring the impact of COVID-19 on
the community and public perceptions of the Government’s
response, which were presentedto the ERC as they prepared
the ERP. Oxfam produced reportson the economic impact of
COVID-19 on rural women, and on the informal sector.
Receiving timely community feedback regarding the impacts
of COVID-19 and State of Emergency on people’s lives, and

perceptions of the Government’sresponse, provided a critical

‘GfD was instrumental in raising that
problem (i.e. land border import restrictions
of agriculture inputs) to the right policy
makers and getting the attention that it
needed...we tried all different kind of
angles because the main issue for usis we
want the issue addressed. However, we
don’t work with the Government, so we
don’t have that leverage...Even other
organizations, they also suggested to us, ‘I
think you should talk to GfD because they
have the advisers in the Government”.’

Zannat Ferdous, Market DevelopmentFacility

evidence base tosupport government decision-making that adequately responded to and mitigated impacts
on citizens. In early 2022 TAF, through GfD funding, will conduct a comprehensive public opinion survey,
withthe results expectedto be available prior to the 2022 Presidential election.
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Key Evaluation Question 4: To what extentdid GfD contribute to strengthening the Business

Enabling Environment?

CSOs were invited to a presentation and discussion on improvements to business licensing processes

Establishing a strong private sector will be fundamentalto achieving Timor-Leste’s economic diversification
and growth goals. But Timor-Leste has one of the lowest rankings in the world in relation to Ease of Doing
Business (181 out of 190 countries in the 2020 World Bank report). A significant contributor to this ranking is
the lack of formal processes for commercial dispute resolutions, which means that establishing and running
a business is extremely risky. In 2019 and 2020, a GfD adviser in MRLAP supported legislative developments

which culminatedin the ratification of the Decree Law on Arbitration and the signing of the New York
Convention on Arbitration, both in early 2021 — a step towards reducing the risk of running a business in

Timor-Leste.

GfD also invested heavily in streamlining processes for
business registration and licensing, both througha grant with
the International Finance Corporation (IFC) and through the
placement of an adviser within SERVE. In October 2019, IFC
completedan inventory of business licenses, as well as
recommendations for simplifying the registration process. An
Economic Activities Licensing Reform Working Group was
subsequently established by the Acting Minister of MCAE and
an Action Plan was prepared which outlined activities to be
undertaken by the group throughto December 2020,
including follow-up on quick wins recommended from the
licensing inventory. Most of these quick wins were
implementedin 2020 and 2021. Further improvements have
been driven by the GfD in-line adviser, including workto
establish a facility tolodge business registration applications
online, the development of an offline standalone database
record system for SERVE, and the in-house development of a

Business Registration application using open source software.

Strengthening financial services is another key pillar of an

‘GfD’s technical support in the secretariat
of the working group is crucial. GfD’s
adviser worked with SERVE staff to ensure
relevant documents are synthesized and
makingit available to head of the working
group and members for better flow of
discussion... The working group meeting
was conducted almost every week upon the
release of the dispatch to establish the
Working Group. The Minister was also
expecting the working group to produce
the action plan within 2 months of the
Working Group commencement. Unless the
documents are well elaborated and ready
on time, the discussions in Working Group
meeting would not have clear direction.’

Feliciano da Costa, Principal Adviserin MCAE
and the head of Business Licensing Reform
Technical Working Group

improved business environment. Significant achievementswere attainedin relationto BNCTL, Timor-Leste’s
first national commercial bank, which is responsible for social security paymentsto Timorese, including

GfD Completion Report 2014-2022

21



vulnerable segments of society. With support from GfD through a co-financing agreement with ADB, a new
Decree Law and by-laws were adopted through an Extraordinary General Assembly Meeting of BNCTLin
early 2020, raising BNCTL’s corporate governance systemsto international standardsthat fulfil Central Bank
regulations. These changes enable the bank to enterinto international transactionsand compete with a
number of previously established foreign commercial banks. However, the next stage of this work —
providing technical assistance to strengthenthe Bank’s strategic planning and risk management, was
delayed, and not achieved under GfD due to COVID-19 travel restrictions.

Through IFC GfD also contributed to improved access to finance through the microfinance institution
Kaebauk Investimentu no Finansas (KIF). However, roll out of a planned agent and mobile banking system
experienced significant delays, and was eventually put on long-term hold, when KIF ended the contract of
the consultant developing their Core Banking System (a pre-requisite for the agent and mobile banking to
progress). This workis now facing further significant delays and GfD and the Embassy decided to withdraw
financial support for this activity. Although this project faced unforeseen implementation challenges, the roll
out of mobile banking services across the country remains highly relevant for any future governance
programin Timor-Leste. Improving access to banking facilities in rural areas will undoubtedly unlock private
sector potential, further spurring on economic growth and diversification.

Story of Significant Change (Aug 2020): GfD contributes to the inclusive policy development toimprove

business registration and licencing system (PAF#16: Instance of Inclusive Policy Development) | Rating:
Highly Significant

The process of obtaining the licenses requiredto operate a business in Timor-Leste is time consuming,
costly, and lacks transparency. A number of licenses that are ‘required’ in fact have no legal basis. While
SERVE was established as a one stop shop to manage the process of business licensing, it has struggledto
fulfil this role, witha recent inventory identifying over 60 possible license requirements, many of which
are not enshrined in any legislation and not managed by SERVE. Business and civil society has not
previously been involved in the development of relevant legislation and policy, meaning that it may not
be fit-for-purpose and, does not reflect the needs of the community that needs to work withinit.

GfD advisers and grant partnersrecommended the establishment of a working group to consider the
outcomes and recommendations from the inventory process, including membership of the working
group, which was toinclude representativesof both business and civil society.

The Working Group was established in October 2019, with representative from the Timor-Leste Chamber
of Commerce and Industry, and of Timor’s NGO Forum, FONGTIL. The Working Group draftedan Action
Plan for business licensing reform, along with a number of quick wins. Both were approved by the
Minister, who issued a despatch that the reforms should be implemented. While the process is not
complete, a number of quick wins arein place to reduce the number of licenses required that have no
legal basis, reduce unnecessary fees, and streamline coordination of the licensing process.
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Key Evaluation Question 5: To what extentdid GfD contribute to supporting aviation sector
development?

Dili, 20 Novembro 2020
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GfD coordinated an AACTL workshop on aerodrome certification

Recognising the critical role of aviationin the development of Timor-Leste’s economy and its regional
integration objectives, GfD supported Timor-Leste’s aviation sector from late 2016 onwards. The program
provided expert advice to the Inter-Ministerial Working Group developing Timor-Leste’s National Civil
Aviation Policy (NCAP), which wasapproved by the Government in mid-2017. The highest priority in
implementing the NCAP wasto ensure that Timor-Leste has a continuing capability to implement
international standards for safety and security of civil aviation. The International Civil Aviation Organization
(ICAO) had identified areasof concern for Timor-Leste, including the legaland organisational foundations of
AACTL. In assisting Timor-Leste to implement the NCAP, GfD supported technicaland legal reform and
capacity building in relationto airport and aviation safety and security, Air Navigation Services, and aviation
strategy and policy. Recognising that Timor-Leste lacked the specific technical capability to address serious
deficiencies in the field of Air Navigation Services, a consultancy firm wasengaged in mid-2020 ,significantly
increasing the resources being provided by GfD to support AACTLto bring its Air Navigation Services
documentation, systems processes, and capacity upto international standards.

With strong support from GfD, GoTL established AACTLas Timor-Leste’sfirst independent aviationregulator
withits own board and budget at the start of 2019, and throughout 2019 and 2020 GfD supported AACTLto
establish an appropriate organisational structure and tofill positions with people with the requisite skills and
experience. GfD also supported a study tour for Board membersand senior staff to Australia, which served
not only to build their knowledge and understanding of the role of an aviation sector regulator, but also to
start tobuild linkageswith key Australianaviation organisationsand other relevant government agencies
such asthe Civil Aviation Safety Authority, Air Services Australia, the Australian Transport Safety Bureau and
the Australian Bureau of Meteorology. Challenging dynamics withinthe Board and tight budgetary
constraints until mid-2020 continued to hamper progressin terms of institutional strengthening and the
progression of legislation. A change in Board membership in mid-2020 opened up opportunities to progress
the filling of key positions in AACTL. However, low levels of capacity, and ongoing role-ambiguity between
AACTL asthe regulator and the Air Navigation Administration of Timor-Leste (ANATL) as the airport
management agency and implementer of some regulatory functions, meant that progress continued to be
slow, andthere is still much to be done for AACTLtosecure its independent regulatory role according to its
mandate, and to fulfill the requirements of an upcoming ICAO audit.
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A challenge for GfD’s technical aviation advisers wasto balance doing the work (drafting legislation,
regulations, manuals, and guidelines) and building local understanding and ownership of this critical
documentationto assure its implementation. GfD’s International Aviation Legal Adviser, in partnership witha
national legal adviser, supported the development of over 15 pieces of legislationand international
agreements. The Technical Aviation Specialist drafted a wide range of manuals, guidelines, and procedures in
relationto airport safety, security and facilitation. And GfD supported the development of more than 20
manuals andregulationsthat are centralto air navigation safety. The entryinto force of the Air Services
Agreement between Australia and Timor-Leste in early 2021 was a significant achievement that will continue
to strengthen aviation tiesbetweenthe two countries. The advent of COVID-19 severely hamperedthe
ability of international advisersto travelto Timor, who in the meantime focused on the development of the
documentationrequired to meet international standards. With the resumption of some travelin mid-2021,
significant progress was made in building the capacity of AACTLin relation to Air Navigation Services,and in
particular ensuring that the documentation that had been produced was understood, owned, maintained
and implemented by the AACTL team. This work will continue for the remainder of the Transition Program,
withan increased focus on building capacity within ANATL.

GfD provided advice to both AACTLandthe Embassy on a number of strategic aviationissues, ranging from
airfaresand the attraction ofairlines to Timor-Leste, to the pros and cons of establishing a nationalflag
carrier,and more recently, the post-COVID recovery of the aviation sector and associated requirementsto
assure the COVID-safety of flights coming into and out of Timor-Leste. Discussions of a proposal to shift the
management of Timor-Leste’s upper airspace to Australia commenced and will progress furtherin early
2022. This change would provide significant annual revenue to GoTL. A significant achievementin late 2021
was the establishment of a National Security and Facilitation Committee. This committee is required under
the international standardsrelating to Aviation Security and Facilitation, with primary responsibility to
develop and monitor implementation of relevant national plans. With the outbreak of the COVID-19
pandemic, new arrangementsandfacilitiesrequired at national airports brought the field of Facilitationinto
sharp focus. In the remaining months of the Transition Program GfD will support AACTL to operationalise the
Committee,andto develop appropriate national security and facilitation programs. The COVID-19 pandemic
has brought new challenges for Facilitation, with growing emphasis on ensuring social distancing, enabling
contactless processes, passenger documentationand protection of staff. The GfD advisers provided briefings
to AACTL on these matters, but creating conditions for COVID-safe travel will be a continuing challenge.

Story of Significant change (May 2018): Inclusive process of developing National Civil Aviation Policy

(NCAP) - Growing Aviation to 2030: Providing Connectivityto Support Economic and Social
Development (PAF#16: Instance of Inclusive Policy Development) | Rating: Highly Significant

GoTL had a draft National Civil Aviation Policy (NCAP) that was prepared by the Ministry of Public Works,
Transport and Communication (MOPTC) and only addressed narrow technical objectives of MOPTC. This
initial draft policy didn’t address the linkages between aviation policy and economic development that
were identified as goalsin the GoTL’s Guide for Economic Reform and Growth (GRFE) 2015-2017. The
need for inclusion of a wider range of stakeholderswas identified by the GfD Economic Adviser and the
Technical Coordinator of the Office of the Minister of State Coordinating Economic Affairs (MECAE). GfD
advisers (Economic Adviser, National Project Manager and Junior Professional Economist) supported the
facilitation of an Inter-ministerial Working Group (IMWG) on Aviationin late 2016. Upon request from
MECAE, GfD provided an International Air Transport Specialist to work with the IMWG to develop a
comprehensive NCAP.The IMWG included representativesfrom each sectorinvolved in the
development of the aviation sector, i.e., finance, public works, infrastructure, tourism and the aviation
regulator. The policy development process was highly inclusive, and the revised policy wasinformed by
evidence. The resultant policy supports the objectives of the Timor-Leste National Strategy Development
Plan 2011-2030 and has the potential to contribute to economic diversification when fully implemented.
The policy was approved by the Council of Ministers on 30 May 2017.
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Key Evaluation Question 6: To what extentdid GfD support other voices to engage with the policy-
making process and to advocate forimproved service delivery?

GOVERNMENT OF TIMOR-
LEST! CYCLE

GfD partnered with UPMA to run a virtual roundtable’ discussion of the budget cycle for civil society organisations

A priority for the second phase of GfD was to promote the engagement of non-government stakeholders or
‘other voices’ in the development and implementation of policy and legislation. This wasthrough both
supporting mechanisms for GoTL to seek meaningful engagement with civil society and other non-
government stakeholders, and through supporting CSOs and other non-government stakeholdersto
advocate for change and hold the government toaccount.

GfD achieved a number of successes in relationtoinclusive policy development. In early 2018 the CSC, with
support from GfD, led the development of a Workforce Planning Policy and associated Decree Law through
processes that were inclusive and consultative — a significantly different approach to how the CSC had
historically developed policy. The process involved a wide range of stakeholders, giving voice to people
outside Government, and a series of comprehensive, inclusive, and ongoing consultations, discussions, and
workshops to inform the policy. Furthermore, the policy was established prior to the law being drafted
instead of the previous practice of law preceding the policy —a good governance best practice. The Decree
Law wasdrafted through a similarly inclusive and consultative process, based on the policy.

More recently GfD wasinstrumentalin ensuring that GoTL adopted aninclusive approachto the process of
policy changein relationtobusiness licensing. A technical working group was established to lead the process
of streamlining licensing processes whichincluded not only GoTL representatives, but also representatives
from the Timor-Leste Chamber of Commerce including the Associacdo de Empresariase Mulheres Timor-
Leste (a Timorese Businesswomen Association), and FONGTIL (umbrella organisation for Timorese non-
government organisations).

At a systemic level, GfD developed, with
the endorsement of PCM, an infographic
on the inclusive policy development cycle.
The infographic was shared with relevant
stakeholders, and in particular relevant
NGOs and CSOs working to influence
public policy, and discussed through a
series of roundtable meetings, including
with other DFAT-funded programs. GfD
also supported the sharing of information
on GoTL’s planning and budgeting
processes with civil society partners. This
included a series of discussions with CSOs
in relationto the Budgetary Governance
Roadmap and culminated in a roundtable e ol
on the planning and budgeting cycle
involving a range of CSOs and led by UPMA
in April 2021. During the Transition
Program GfD supported coordination and facilitation of CSO consultations in relationto both the Unique ID
project, and Timor-Leste’saccession to the WTO — both strategic priorities of keeninterest to civil society.

INCLUSIVE POLICY MAKING CYCLE

SEQUENCE OF POLICY MAKING IN TIMOR-LESTE!
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Inclusive Policy Making Cycle infographic (front and back)
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GfD also worked through grant partnersto support a wide range of civil society partnersto advocate for
changesof importance totheir constituencies. Oxfam’s Hadalan program, funded by GfD, started in mid-
2019, with the purpose of strengthening the pathwaysand capacity of diverse voices to collaboratein order
to understand, influence and monitor public policy related to economic diversification and agriculture.
Through Hadalana number of backgroundand research papers were developed and presentedto GoTL,
including on Economic Diversificationand on Women in Agriculture. In late 2020 Hadalan supported a
coalition of agricultural organisationsto present their concerns and priorities in relation to the 2021 budget
to GoTL’s Women’s Parliamentary Caucus, GMPTL. Hadalan also coordinated several expos of youth working
in agriculture and the productive sectors, both in Dili and in the municipalities, which provided opportunities
for advocacy to decision-makers on the importance of sound policy and GoTLinvestmentin agriculture and
the productive sectors. In other sectors, GfD supported local NGOs Fundasaun Maheinto provide essential
security sector monitoring, reporting and advocacy, and the Judicial System Monitoring Programme (JSMP)
to promote access to justice for community members by improving public awareness and confidence in the
legislative and justice sector along with strengthening awareness of democracy and the legislative process.
As an example of successful advocacy, JSMP’s Report and Recommendations for Civil Law Litigation Reform,
developed with support from GfD advisers, was a catalyst for GoTL discussions on the need to strengthen
civil law litigation, and was used by MRLAP and other government stakeholders toinform initial steps in
policy and law reform, with specific recommendations reflected in the ministry’s 2020 budget. JSMP
advocacy also influenced amendmentsto the Anti-Corruptionlaw and a number of other key pieces of
legislationin 2020. Grant funding toJSMP and Fundasaun Mahein was not continued under the Transition
Program, due to concerns raised through the Independent Review about strategicfit with the core scope of
GfD’s work.

GfD’s grant agreement with TAF also gave prominence to ‘other voices’. TAF's bi-annual Tatoli! public
opinion survey provided GoTL with community feedback about government priorities, and public
perceptions on the performance of the Government. Following the onset of COVID-19 this was transformed
into a bi-monthly pulse survey, providing a rapid, time-series assessment of the socio-economic impacts of
COVID-19 and public perceptions of the Government’s response. These reports were provided to the ERC
and other key GoTL stakeholders, as well as development partnerssuch as World Bank, to inform policy and
decision-making. A further, full Tatoli! Survey is being conducted in the lead up tothe 2022 Presidential
election. In addition, through the TAFgrant the Policy Leaders Group, a network of emerging Timorese
leaderswith an interest in public policy, was supported to conduct TV talk shows on a range of topics in
relationto economic development and diversification, involving representation from civil society and the
private and public sectors. Topics included agriculture, tourism, and land use, and more recently, the
implications of COVID-19 on the economy. In 2020 the Policy Leaders Group rebrandedas ‘KDA’l' and
registeredasan independent organisation, with a view tobecoming an independent think tank,and has
continued to lead public discussion on topics including Timor-Leste’s reliance on the Greater Sunrise project,
and on the importance of evidence-based policy-making. A significant event will be held in the lead up to the
Presidential election, canvassing a range of policy issues.

Story of Significant change (July 2019): Judicial System Monitoring Program (JSMP) Report and

recommendationson civil law litigation reform in Timor-Leste available for decision-makers (PAF#21.
Instance of evidence available for decision-makers) | Rating: Highly Significant

The absence of a sound system for resolving contractual disputes is a significant obstacle for attracting
investment into Timor-Leste. Potential investors assess how conducive local systems are tostarting and
operating a business. Timor-Leste currently performs very poorly in these assessments: without the
ability to enforce contracts, businesses place themselves at considerable risk.

Supported by GfD, JSMP produced Report and Recommendations for Civil Law Litigation Reform in Timor -
Leste,aimed at encouraging institutionsto establish the necessary conditions for efficient and equitable
civil law proceedings. The report was launched in February 2019 and disseminated to decision-makers
within the GoTL and development partners.
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The report wasa catalyst for GoTL discussions on the need tostrengthen civil law litigation and has been
used by the Ministry of Legislative Reform and Parliamentary Affairs (MRLAP) and other government
stakeholders toinform initial steps in policy and law reform. Specific recommendationsare already being
considered by MRLAP and are being reflected in the ministry’s 2020 budget. It has also informed
development partner decisions: for example, the USAID Millennium Challenge Cooperationis developing
a stream of work on civil litigation / contract enforcement for inclusion in its Compact with Timor-Leste.

4.2 Efficiency

GfD's M&E system collected mainly qualitative evidence on efficiency questions. The 2019 Independent
Review of GfD'° provided useful analysis of efficiency, including Value for Money (VM) assessments, but also
demonstratedthe challengesin assessing VfM. VfM assessments by the review team were mixed, finding
that overall program VfM was ‘adequate’ and that the VfM of some activitieswas ‘good’ or ‘excellent’ (e.g.,
ABS support to GDS, civil aviation activities), but some were rated as ‘adequate/borderline’ or ‘poor’
(activities with respect tofinancial services undertaken by multilateral grant partners).

The review team assessed that reallocation of responsibilities from DFAT to Cardno, following appointment
of a Team Leader with greater involvement in strategy, strengthened the efficiency of the program.They
also assessed that GfD would benefit from the appointment of technical managersand external sounding
boards to provide technical direction tothe different work areas.In response to this recommendation, GfD
established a Strategic Advisory Team (SAT) that provided technical support and advice to the Embassy and
GfD Management Team and mentoring support towork areasand individual advisers.

The review team also noted the scope for further interaction between GfD and other Australian
development programsto leverage GfD’saccess and ability to engage with central GoTL agencies. Initial
scoping in relation tojoint work to assess barriersto service delivery with PHD and PARTISIPA was
undertakenas a result of that finding, with further progresson implementation of the findings of the scoping
exercise anticipated during the final months of the Transition Program. Under the Transition Program a
significant piece of collaborative work wasalso undertaken with the Workforce Development Program
Timor-Leste (WDPTL) around understanding and addressing issues of youth unemployment.

The review team noted that while advisers provided valuable support to GoTLto develop new systems and
contribute to strengthening individual skills and competencies, the pressure to deliver short-term results
meant that the advisory modality did not alwayslead to more sustainable organisational capacity. GfD
continued to work withits advisory team and grant partnerstoidentify opportunities to build capacity not
just at an individual level, but also at aninstitutional level and across Government.

And finally, the review team found that grantstonationaland international organisations were an efficient
modality to deliver, building on the reputationsandtechnical skills of grant partners, although while some
wereratedas ‘excellent’in termsof VfM (ABSand Monash), some were ratedas ‘adequate /borderline’ or
‘poor’ (ADB, IFC). This finding influenced decisions on grant partner engagementunder the subsequent GfD
Transition Program.

4.2.1  How GfD Worked (including Key Evaluation Question 7: Strategic engagement with
partners)

During Phase Twoand the Transition Program, GfD maximised its

efficiency by using mixed modalities (short- and long-term

advisory support, training,and grants) to ensure that appropriate .

support was provided to GoTL counterpartsand grant partners. FEMETES, anq FheY eI (69
. ) . . the successful mitigation response to

The efficiency of Cardno-recruited technical assistance was COVID-19'

maintained by using international expertise where required, but

prioritising national expertise where possible. This was not only

lower cost, but also promoted sustainability through the building

‘Even when the GfD advisers were
working remotely, their works were

UPMA Coordinator

¥ DFAT, Review of Australia’s Governance for Development program in Timor-Leste and management response, 2020. Weblink:
https://www.dfat.gov.au/publications/aidreview-australias-governance-development-program-timor-leste-and-management-response
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of local capacity. In January 2021, 86% of long-term advisers were national (compared with 27% at the end
of year one). The value of this was evidencedin particularin 2020, whenall international adviserswere
temporarily demobilised as a result of COVID-19. The ability of the national team to continue, initially from
home, but eventually backin their counterpart offices, not only meant an almost seamless continuation of
the program, but also built the confidence of GoTL counterpartsin the ability of GfD tobe able to continue
to provide timely and quality advice, even during conditions of remote working.

In addition, GfD leveraged existing capabilitiesand resources within GoTLand supported local counterparts
to leadchange. Thein-line day-to-day management of advisers by GoTL counterpartsstrengthened local
ownership of reformsand ensured GfD'swork remained consistent with local priorities. While there was an
ongoing risk of ‘adviser capture’and advisers providing capacity substitution for civil servant roles, this was
largely mitigated through regular formal and informal communication with GoTL counterparts. In addition,
GfD supported opportunities for advisers to be transferredto the government payroll, a number of examples
of which werein place by the end of Phase Two of the program.

Advisers also reported contractually tothe GfD Team Leader, and adviser performance was closely
monitored by the Cardno GfD team and the Embassy. Data from annual adviser performance management
reviews, conducted collaboratively with GoTL counterparts, indicated that the majority of advisers
performed extremely well. Where this was not the case, GfD took remedial action, including terminating or
declining to renew adviser contracts, which occurred in a small number of cases.

GfD engaged STAs where specific technical expertise wasrequired on a short term or periodic basis, such as
in the aviationsector, and in the early days of establishing the foundations for PBB. Wherever possible, STAs
were partnered with long term national advisers or directly with counterpart staff who were able to continue
to progress reformsin the absence of the STA. This was particularlyimportant during the COVID-19
pandemic, when it was not possible for STAs to travelto Timor-Leste, and national staff on the ground
played a crucial role in ongoing engagement with counterpartsand progression of reforms, such asin
aviation (AACTL) and business licensing (SERVE). In PFM, where a large number of STAs needed tobe drawn
on during the earlyyearsof PFM reform, Cardnorecruiteda pool of short-term advisersin a bulk round, who
received long term contracts, but were only used as required. This was a cost-effective way to recruit and
retain expertise that could be drawnon quickly, based on need.

In-line sectoraladvisers were supported by GfD’s locally
engaged cross-program team, which provided support and
advicein relationto gender and inclusion, M&E, civic
engagement,and communications. The formation of the
cross-program team yielded many benefits to the program
as cross-fertilisation between each of the team members’
field of expertise occurred organicallyand on an ongoing
basis. The team also worked together to produce a weekly
media monitoring report to keep track of news relatedto
GfD achievements, which was in turn used to strengthen

GfD’s evidence base in monitoring project impact. Timor-LeSte
COVID-19 Survey

Round 5 - February 2021

Grant partners proved to be efficient and appropriate
modalities of delivery in the majority of cases. The ABS
maintained a strong partnership with GDS within MoF, and
successfully supported improvements in both the timeliness
and quality of financialand macro-economic statistics.

Australian

Monash University provided valuable economic analysis and e @ o it orimal
evidence to inform policy development, through both

targetedreports,andthrough tailored advice on economic e ——
priorities in response to the COVID-19 crisis. OECD provided TAF’s COVID-19 survey informed decision making
trusted and valued advice to GoTLto underpin the by Government and other stakeholders
development of the Budgetary Governance Roadmapand

the implementation of PFM reforms. Both TAF and Oxfam, while already delivering in line with original grant
agreements, were able to pivot quickly when COVID-19 appeared and todraw on their extensive networksto
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undertake a range of researchin relationto the socio-economic impacts of COVID-19, and the Government’s
response. In particular, TAF's collaborative approach in consulting with GfD management on products and
publications was highly appreciated and should serve asa model for future engagement with grant partners.
While a decision was made not to continue funding of Fundasaun Maheinand JSMP after June 2021 on the
basis of relevance tothe scope of GfD (see next section), they achieved significant outcomes as a result of
advocacyin their respective sectors at relatively little cost.

Two grant partnersthat were less successful in achieving all their objectives were multilateral agencies
working in the financial sector, ADB and IFC. After some initial good progress with BNCTL, the former was
hamstrung by a lack of in-country advisers, which placed them at a significant disadvantage when COVID-19
struck. Despite a no-cost extension, they were unable to complete their final deliverables in relationto
supporting BNCTL strategy andrisk management, and funds had to be returned at the end of their extension
period in December 2020. IFC work on the KIF agent and mobile banking system wasunable to be completed
as aresult of a decision by KIF to completely re-start the Core Banking System development process. Both of
these examplesreinforce the importance of closely monitoring the progress of grant partner work, heeding
early warning signs, and taking swift action when progress looks like it is being derailed.

While the majority of GfD’s non-advisory activity budget covered the costs of grant partners(87%), a small
percentage (13%) wasspent on other activities such astraining or study tours, as wellas contracts with
service providers for specific pieces of work. An example of the latter wasthe contract with a consultancy
firm to provide inputs in relationto Air Navigation Services. Decisions around activities were deliberate and
targeted. For example, GfD funded a study tour for the Board and key staff from AACTL to develop both
knowledge and relationships with Australian aviation-related entities, and funded two AACTL staffto attend
training on human factorsthrough the Australian Transport Safety Bureauin Canberra, as well as two
Timorese to attend a six month RMIT program on accident investigation. GfD also funded representatives of
two non-government stakeholder groups to attend the Voluntary National Review and its presentation to
the UN High Level Political Forum in New York in July 2019, and supported greater engagement by senior
personnel in AACTL, including the President, in regional forums on aviation mattersunder the auspices of
ICAO. In late 2021 GfD funded a combination of GfD advisers, GoTL officials and non-government
representativestoattenda series of bilateraland multilateral meetingsin Geneva in relationto WTO
accession.

GfD's ‘convening power’ and strong coordination mechanisms have been well recognised?®. GfD devoted
substantial time and resources to coordination with stakeholders. For example, GfD coordinated a range of
working groups for DFAT-funded programsacross Phase Two, including on decentralisation, ICT and private
sector development. Two collaborative activities progressed under the Transition Program, one with PHD
and PARTISIPA looking at Constraintsto Service Delivery,and one with WDPTLlooking at issues of Youth
Unemployment. There is scope for this coordination to expand under the PROSIVU program,in particular
withthe PARTISIPA and PHD programsin relationtostrengthening implementation of systems and service
delivery reforms within Line Ministries, withthe Market Development Facility (MDF) and TOMAK in relation
to economic diversificationand private sector development and with WDPTLin relationtoissues of
employment and labour force supply and demand. GfD also engaged with other development partners to
ensure harmonisation of workin common areas, including with UN Women in relationto GRB, supporting
the Agriculture and Fisheries Development Partner working group, and collaborating with USAID’s NGO
Advocacy for Good Governance Activity. The program’srelationship withthe World Bankin relationto PFM
was impactedtosome extent by GfD’s withdrawal from DBSand from the World Bank Analyticaland
Advisory Activityin 2015. However regular dialogue continued around a range of issues, including for
example e-governance and the development of the Unique ID, and the Australianaid programis well-
positioned tore-engage withthe World Bankin relationto PFM under the PROSIVU programasthe
relationship with MoF is strengthening once again.

A notable change during Phase Two and the subsequent Transition Program wasincreased program
cohesion and ensuring that ‘the whole is greater thanthe sum of its parts’. Opportunities were identified and
progressed in relationto collaboration across not only GfD program advisers, but also across grant partners,

* DFAT, Review of Australia’s contribution to private sector development in Timor-Leste, 2018. Weblink:
https://www.dfat.gov.au/sites/default/filestimor-leste-review-of-australias-contribution-private-sector-development-summary-8page. pdf
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and betweengrant partnersand advisers. For example, ABS and Monash University collaboratedon a time
series analysis of the Business Activity Survey to provide data on labour productivity and how to overcome
constraintsto unlock future productivity potential. ABSalso worked with GfD’s GESI adviser and the CSCto
discuss means of identifying people with a disability working within the civil service. GfD’seconomic and PFM
advisers collaboratedin the development and budgeting of the COVID-19 ERP. GfD’s Civic Engagement
adviser wasable to secure the support of legal advisersworking in the CSCand PCM to progress the
development of an inclusive policy development infographic. And GfD’s ICT advisers in the CSC, UPMA and
TIC collaboratedregularly on a range of government-related ICT issues, including platforms for working from
home, and remote access to government ICT systems.

4.2.2 Managementand program resourcing

GfD'sevolving One Team approach across Cardno and the Embassy led not only tostrengthened governance
of the program, but also to increased efficiency gains throughout Phase Two and the Transition Program.
The increase of Cardno's resources for program management from one to two international positions at the
start of 2019 relieved pressure on the Embassy team, and enabled GfD to shift from an operational focus to
more effectively engaging in program strategy, implementation, and quality assurance, with decisions on
programdirection, strategy and resource allocation being jointly made by the Embassy/Cardno GfD team.
Weekly program/Embassy/Cardno meetings provided a forum to discuss both operationaland programmatic
issues (including those relating to Timor-Leste’s ever changing political economy), and to ensure that
emerging issues were identified and addressed. This wasfurther strengthenedin mid-2020 withthe
promotion of the Program Coordinator and Operations Manager positionsto Deputy Team Leader roles, the
former focusing on programissues, and the latter on operations. The Deputy Team Leader - Operations was
a national staff member who had progressively taken on increased responsibilities across the life of the
program,and who played a key role in ensuring the seamless continuation of the program when all
international staff were temporarily demobilised in 2020 due to COVID-19.

As noted in the 2019 Independent Program Review, the program would have benefitted from additional
resources to strengthen technical leadership of its three workstreams. This was not assessed by the Embassy
as providing VfM during the final 18 months of the program. A decision was, however, made to appoint a
SAT involving senior technical expertsin PFM, Economic Development, Aviation and Public Administrationto
act as a sounding board for program planning, reporting and problem solving and mentoring advisers.
Following its creationin mid-2020, the SAT was hampered by COVID-19 and an inability to travel to Timor-
Leste, however still provided valuable inputs and advice remotely to both the Team Leader and Embassy
team.The ToR of the SAT were amended under the Transition Program to also include mentoring and
guidance to GfD advisers working in their respective workstreams, which added significant value to the
advisers and relieved the pressure on the Team Leader.

The Cardnoteamin Melbourne provided valuable program management support throughout Phase Twoand
the Transition Program, and was able to capitalise on the joint Cardno management in Timor-Leste of GfD
and the PARTISIPA program. This enabled sharing of not only corporate resources (Contractor
Representative, Program Manager, Program Administration Officer) but also some program resources across
the two programs. For example, from March 2020 until August 2021 an international Finance Manager was
shared one-third / two-thirds between GfD and PARTISIPA respectively, and the programswere able to
provide back-up resources for each other when staff were on leave. Where appropriate, professional advice
such aslegaladvice on labour law issues was procured jointly across the two programs. A joint Cardno
Timor-Leste Incident Management Team met regularly to discuss the programs’ response to COVID-19 and
other health and safety issues.

Throughout Phase Two and the Transition Program, the program budget wastracked through its Lifetime
Budget. Regular meetings between the Embassy and GfD Management (monthly, increasing in frequency
towardsthe end of the financial year) provided an opportunity to track spending, toreview or decide on
budget allocations, and to make adjustmentsas necessary. An example of adjustment waswhen COVID work
from home arrangementsandtravel restrictions prevented certain activities from progressing in 2020 and
2021. A decision wasmade toreallocate the unallocated budget to other COVID-related activities withinthe
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program,or to other COVID-19 priorities within DFAT’s Timor-Leste aid program. Program expenditure came
in close tothe finally agreed budget in every year.

4.3 Relevance (Including Key Evaluation Question 8: Using the right approach to
maximise the long-term impact of the program)

GfD was designed to be a flexible, adaptive program that responded to the context and needs of GoTL,
within the framework of DFAT’s Timor-Leste Aid Investment Plan (AIP) and laterits Timor-Leste COVID-19
Development Response Plan (CDRP). Programming decisions were based on the premise that all activities
should be ‘technically feasible and politically possible’. While under Phase One programming decisions were
made almost exclusively by the Embassy in consultation with GoTL counterparts, as the Cardno GfD team’s
involvement in strategyincreased throughout the second phase of the program, so too did their input into
programming decisions. These decisions were made largely on the basis of informal analyses of the political
economy undertakenin weekly program team meetings.

A decision was made early in the program design not to establish a Steering Committee involving GoTL and
other stakeholders, given the likelihood that within the political context of Timor-Leste, such a committee
would be captured by political interests. GoTL representativesand other stakeholders were consulted, but
did not have a formalrole in resource allocation decisions. They were also involved in annual R&R workshops
and one PEA session supported by the Timor-Leste Desk in August 2018, which provided an opportunity for
both GoTL counterparts,and other stakeholderssuch as other development partners, to provide feedback
on GfD activitiesand suggestions for future program priorities.

Political Economy Analysis workshop supported by Timor-Leste Desk in 2018

The approachto governance of the program was supported by the Independent Program Review. The review
team did, however, recommend that GfD should adopt a more formaland documented approachto PEAs,
and to use R&R workshops more strategically. In response to this, a series of formal PEAs were completed
for eachwork area in September 2020, and againin August 2021. Scheduling of R&R workshops in 2020 and
2021 remained problematic due to the constraints of COVID-19, but regular meetingswere held with GoTL
counterpartsand other GfD stakeholders, either face-to-face or remotely, to discuss the program and its
future priorities, in particularasinput to the design of the GfD successor program.

Examplesof changesin program priorities throughout Phase Twoas a result of changing context, requests

from GoTLand analysis through formaland informal PEA processes included the following:

= Twointernationaladviserswere placedin MRLAPin 2019 tosupport broad public administrationand
business enabling reforms. These resources were not continued in 2020 as a result of conflicting agendas
between MRLAP and the CSC, the latter of which has been supported by the Australian Aid program for
over 10 years.

= |n mid-2019 GfD appointed two advisers to TIC Timor, GoTL’s central ICT agency, to support ICT
governance and the development of an e-governance strategy. Two further national advisers joined the
TICteamin Apriland May 2021 respectively.

= Two GfD economic advisers moved from MRLAP to MCAE when it was re-establishedin mid-2020. This
was followed by the appointment of two legal advisers, one nationaland one international, to support
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legislationin relationto economic development, strengthening the business enabling environment, and
accession to WTO.

= Resourcing to the aviation sector wassignificantly increasedin mid-2020 through the engagement of a
consultancy firm with expertise in Air Navigation Services, with a view to supporting catalytic changesto
Timor-Leste’s air navigation safety. Such expertise wasrequired to enable Timor-Leste to meet
important and obligatoryinternational standards.

= Anationaladviser wasappointed to SERVE in early 2019 to provide ongoing on-the-ground support to
progress reforms in relationto business registrationandlicensing.

= From mid-2019 GfD appointed two M&E advisers to UPMA in recognition of the shifting role from
budget preparationto M&E of program and budget implementation.

= Following the appointment of a Minister of Finance in late 2020, GfD resumed dialogue with MoF with a
view to supporting the transition of annual planning and budgeting from UPMA to MoF. GfD appointed
its first advisers to MoF since 2015 in December 2021 and January 2022, with a further adviser expected
to be appointed in early 2022.

The Independent Program Review concluded that while the GfD work areaswere relevant at a high level,
specific work area prioritieswere at times less so. In particular they questioned the significant focus on HRM
in relationto public administration, and lack of engagement around what they considered tobe two
significant areas of economic development: land reform, and oil and gas. In relation to the former, GfD
commissioned an assessment of the impact of GfD support on the civil service in late 2021. The assessment
was finalised in January 2022 and will inform decisions in relationto Public Administration support under
PROSIVU. It should be noted that public administration in Timor-Leste to a large degree restson HRM
practicesand affectsa workforce of over 30,000, making the civil service the biggest formal employer in the
country. Adherence to merit-based recruitment and selection processes in government is also of key
importance in assuring good governance. The management of this significant workforce is therefore a
significant component of good public administration.

In relationto economic development, while the importance of the two issues raised by the review teamis
not disputed, there are valid diplomatic and political reasons why the program did not work in these two
areas, and why GfD focused its resources on economic diversification, strengthening the business enabling
environment (including the financial sector), and on strengthening the aviation sector.

The strategic fit of the work of two of GfD’s grant partners, JSMP and Fundasaun Mahein, with GfD’s scope
of work was also questioned by the Independent Program Review team. The team assessed that the work of
both CSOs sat outside the main program thematic objectives (justice and security sector respectively). As a
result, a decision was made not to continue funding these organisationsunder GfD afterJune 2021.

In additionto its relevance to the priorities of GoTL, GfD reflected the priorities of the Australianaid
program.The Australian Government’s 2017 Foreign Policy White Paper?! has a key focus on building a
stable and prosperous Indo-Pacific region, ‘underpinned by open economies and the rule of law’. Timor-
Leste’s AIP 2015-2019 notes that ‘Australia has an enduring interest in a stable, peaceful and prosperous
Timor-Leste’. From its inception GfD wasfocused on reducing poverty in Timor-Leste through economic
development and delivery of services?? withthe broad program goal of ‘a stable and prosperous Timor-
Leste’. GfD reported on a six-monthly basis against the AIP’s PAF, and specifically against the PAF indicators
of ‘instances of improved business environment’, ‘instances of women’s leadership opportunities and
empowerment’and ‘instances of evidence available for decision-making’. The program’sachievements
against these PAF indicators were capturedin the program’sSSCs, of which 15 were rated highly significant
and two significant. Examplesare provided in previous sections of this report.

Following the advent of COVID-19, DFAT released ‘Partnerships for Recovery: Australia’s COVID-19
Development Response’. Under this overarching global plan, subsidiary two-year CDRPs were developed to
replace country AlPs, including for Timor-Leste?3. Under the Timor-Leste CDRP GfD reportsagainst two main

%1 2017 Foreign Policy White Paper, Government of Australia, 2017. https://www.dfat.gov.au/sites/default/files/2017 -foreign-policy-white-
paper.pdf

? Timor-Leste Governance for Development Investment Design, 2013

% Timor-Leste COVID-19 Development Response Plan, 2020. https://www.dfat.gov.au/sites/default/fles/covid-response-plan-timor-
leste.pdf
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indicative narrative indicators: ‘examples of policy and technical advice on stimulus measures and longer-
term economic recovery’ and ‘examples of strengthened governance systems (including in emergency
preparedness and response)’. SSCs were developed for both of these indicators in 2021.

4.4 Gender Equality and Social
Inclusion

GfD’s GESI resources increased significantly during
Phase Two. In early 2017, a locally engaged gender
adviser wasappointed, with a view to supporting
both gender mainstreaming acrossthe program,
and the implementation of GRB across GoTL
institutions as part of the PFM reform process.
However, by mid-2018 the adviser’s work was
focused solely on supporting both SEIl and UPMA
to implement GRB, and the decision wasmade to
engage anlInclusive Policy and Gender Adviser to
support GfD. This adviser focused on the Economic
Policy and Public Administration Reform

workstreams, with anincreased focus on social Liry .
inclusion and civic engagement (people with Accessibility was key in the latest CSC rounds of general career
disability, youth, and other voices in public policy, regime promotion

etc.). A national adviser focusing specifically on

disability wasalso engagedthroughout 2019. In February 2020 further changeswere made tothe inclusion
team, with the Inclusive Policy and Gender adviser changing to the role of Civic Engagement adviser,and the
recruitment of a locally engaged GESladviser to provide advice and support toensure that genderand
disability considerations, as well as broader social inclusion, were incorporatedin all aspects of GfD’s work
and considered across GoTL programimplementation.

The GESI and the Civic Engagement adviser, supported by the Program Coordinator (and later the Deputy
Team Leader— Program), worked together to develop a GESI Strategy and Action Planand a Civic
Engagement Strategy and Action Plan to plan and operationalise work on Gender and Social Inclusion,
informed by an analysis of risks and gapsrelatedto GESI, the earlier GfD Gender Strategy and Practice Note
and relevant DFAT policies related to GESI?4. The strategieswere regularly reviewed and updated throughout
the remaining months of the GfD program and the subsequent Transition Program through bi-monthly
meetingsinvolving the Team Leader and Deputy Team Leader —Program, to identify and respond to
emerging risks, challengesand opportunities.

A specific focus of the GESI adviser role was to strengthen GfD’sengagement in relationto Women's
Economic Empowerment (WEE), through both building the gender awarenessand capacity of GfD’s
economic advisers, and through engagement with MCAE. Concept noteson both WEE training and the
development of a WEE strategy were drafted by MCAE and
are expectedto be submittedto GfD for support during the
remaining months of the program. A second focus was the
incorporation of gender and disability into all civil service HR

‘I think the GfD was the key in the
implementation of GRB, with the current
resources we have, their skills and

policies. A series of focus groups were supported by GfD in knowledge in the area and links they have
2019 to look at the barriersfacing people with a disability in with the Line Ministries, they are able to
the civil service workforce. Throughout the Transition lead the Line Ministries on how they could
Program the GESI adviser worked with the CSC to progress be able toimplement the agreements that
the recommendations, including raising public awareness have signed or the commitments they
through TV debates, and coordinating a review of civil service made.’

policies and legislation from GESI and disability perspectives. » _
Brigida Soares, Coordinator of UPMA

* Gender Equality and Women's Empowerment Strategy, DFAT and Developmentfor All 2015-2020: Strategy for strengthening
disability-inclusive development in Australia’s aid program, DFAT
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There areindications that the CSC has increased its dialogue with DPOs in relation to strengthening
opportunities for people with a disability in the civil service workforce.

The GESI adviser also provided critical support to grant partnerssuch as TAF and Oxfamto ensure their
research and reportswere gender sensitive and socially inclusive and wherever possible included
disaggregated data on gender and disability.

In additionto GfD’s work in relationto WEE and GESI in Public Administration, GfD’s GRB adviser led
significant progress in relationto GRB (see section 4.1). Timor-Leste’s progress with respect to GRB was
recognised internationallyinlate 2021 through a presentation by the GRB adviser at a conference of the
International Consortium on Governmental Financial Management?>. The gender marker wasexpandedin
2021 toinclude Government programs that support people with disabilities. GfD’s GESI and GRB advisers
contributedto discussions with both Oxfam and with other DFAT-funded programsin relation to Disability-
Responsive Budgeting, which is anticipated togain momentum in coming years.

Story of Significant change (Aug 2020): Key Governmentof Timor-Leste institutions demonstrate

effective implementation of Gender Responsive Budgetingreforms (PAF#20b: Instances ofimproved
policy and implementation) | Rating: Highly Significant

While Timor-Leste is partyto international treatieson gender and aspires to gender equality in its
Strategic Development Plan, the country had no mechanism for implementing gender mainstreaming in
Government programs, nor allocating budget to or monitoring the results of gender programs.

Governance for Development (GfD) not only supported preparation and endorsement of a Gender
Responsive Budgeting (GRB) policy note, but also the development of tools to facilitate GRB, including
gender markersand gender indicators, and the integration of these into Government planning and the
Financial Management Information System (FMIS). Since 2017, GfD has supported government entities
to implement these GRB tools, and in preparing the 2020 budget all entities included gender markers. 11
of these also developed relevant gender-focused targetsandindicators. GfD also provided training to
relevant Parliamentary Commissions (C and F) as well as the Secretary of State for Equality and Inclusion
(SEIN) to build their understanding of the concepts and importance of gender mainstreaming and GRB.

Not only is GRB now an integral element of the Government’s planning and budgeting process, with
nearly 40% of program funds identified as having some gender-related component, but the Government
now also includes analysis of gender programming and budgeting in its annual and quarterly reports.
Further, Government entities have a better understanding of and commitment to the importance of
addressing gender in their planning and budgeting.

GfD participated regularlyinforums in relationto GESI including through engagement with partnerssuch as
UN Women and the Parliamentary Women’s Caucus, and attendance at gender and protection working
group meetings with other partnersworking on GESI related objectives, activities,and programs. This
enabled the GESI and GRB advisersto both contribute from the perspective of GfD, and to share information
with GfD advisers on emerging gender equalityissues in Timor-Leste.

GESl-related M&E was strengthened under Phase Two. In the redesigned ToC, GESI and ‘Promotion of
gender equality and social inclusion” were included as a ‘principle” and mainstreamed acrossthe program.
Through further updatesto the Monitoring, Evaluationand Learning Framework (MELF) in 2019/2020a KEQ
was addedin relationto civic engagement: ‘KEQ6: Towhat extent did GfD support other voices to engage
with the policy-making process and to advocate forimproved service delivery?’. SQs were also included
under each of the program-related KEQsin relationto gendere.g. ‘SQ1.4: To what extent are PFM policies,
systems, and processes more gender-responsive and socially inclusive?’ From 2020 GESI was included as one
of the standard objectives for advisers to report against in their monthly activity trackers, both in an effort to
retrieve more data on GESI-related work undertaken by advisers, aswell as to serve asa monthly reminder
to advisers of the importance of this cross-cutting issue. Wherever possible the program collected sex
disaggregateddata, forinstancein relationto trainings provided by advisers in their counterpart agencies. In

% strengthening the Gender Responsive Budgeting implementationin Timor-Leste, Flora Brytes, December 2021
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the 2019/2020 Annual Report the ‘summary of program performance’ chapterincluded a separate section
on gender andsocial inclusion, and all reporting from then on (including verbal six-monthly reports) included
a separate GESlsection to highlight activitiesand outcomes as well as lessons learned related to GESI. GESI
reporting improved further under the Transition Program, when DCswith a specific focus on GESI and those
pertaining tothe GESI-focussed SQs in each workstream were specifically reported on in the six-monthly
report. These changes tothe M&E system enabled the programto collect evidence that showed the extent
to which the program benefitted women and disadvantaged demographics. An assessment of achievement
of DCs against GfD’s GESI principle showed that the majority of GESI-related DCs(79%) had been achieved.
Four DCs (14%) were partially achieved, two DCs (7%) were not achieved — both due to COVID-19related
restrictions.

Internally, GfD continued to make improvements in relationto its policies and practices. Efforts continued to
specifically recruit womento the program (by 31 January 2021 47% of the GfD team were women, including
the Team Leader and one of two Deputy Team Leaders), and specific support was provided to support
female advisers in their career development. For example, GfD’s GRB adviser undert ook an internship with
the Timor-Leste Embassy in New York, and through this gained extensive exposure to the UN and UN
processes. Updateswere made toToR toinclude a clause stating that Cardnoencouraged applications by
women and people with a disability, and questions on GESI were included in all recruitment processes to
ensure that successful candidateshad a sound understanding of GESI principles. In the ToR of most advisers,
a taskrelated toidentifying opportunities and ensuring promotion of gender equality, women'’s
empowerment andinclusion was included. The monthly adviser activity tracker included a specific section on
progress against thisToR task. A recent review of GfD’s HR policies by the team’s GESI adviser found that,
with small adjustments, the policies were gender sensitive and supported equal employment practices for
men and women. The proposed adjustments were subsequently implemented, for instance by conducting
gender awarenesstraining for advisers and operational staff.

At a program level, there were a number of notable achievementsin relationto GESI across Phase Two. In

particular:

=  The development and subsequent implementation of a GRB policy which led to the inclusion of gender
responsive programsin the GoTL Program Budget structure, and gender markersand indicators that
enable Government to trackand report on its expenditure on initiativesthat promote gender equality.
Use of these markersand indicators is progressively improving, and in the 2021 budget there wasa
significant increase in allocationsto the 16 programs in which gender was considered a ‘principal’
objective (from 3% to 5% of GeneralState Budget). Further progress was made in preparation of the
2022 budget, withan increase of 190% in funding to programswitha gender marker of ‘Principal’.

= Inclusion of a number of prioritiesin relationto GESI in the priorities of the new CSC mandate.

= Integration of GESI principles into civil service HR policies and practices. For example five percent of
General Career Regime promotion test questions in the 2020 and 2021 promotions round were on GES|,
informed by GfD’s GESI adviser, and there was improved accessibility for pregnant and nursing women,
elderly, and people with disabilities to the promotion process.

= |Increase in the number of womenin senior management positions in the civil service from 20% in before
the annual merit-based promotion rounds started in 201926 to 36% on average acrossthe three
promotion rounds, as a result of equalaccess being provided to men and womenin the promotions
process, and of long-term mentoring of female CSC leaders by GfD advisers. This not only increased
women'’s chances of promotion, but also equipped them to drive GESI reforms across the public service.
Further, a higher percentage of women (14%) than men (11%) were successful in their promotion
applications under the three rounds of General Career Regime promotion acrossthe civil service.

= Coordination by GfD in 2019 of the first seminar on disability in the civil service workforce, and
subsequent comprehensive series of focus group discussions about barriers for people with a disability in
the civil service workforce. The outcomes and recommendations of these focus groups were collated,
and arein the process of being implemented at the time of writing. The CSCis now actively engaging
with DPOs in relationto opportunities for people with a disability in the civil service workforce.

* Story of Significant Change. 2019.Female civil servants are increasingly recruited and promoted due to gender-sensitive employment
policies.
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= Completion of a number of pieces of research by grant partners TAF and Oxfam into the specific impacts
on women of COVID-19 andthe State of Emergency, which were provided to the ERC to inform the
COVID-19ERP.

= Deliveryof a training programto GfD’s economic advisers on WEE and how to ensure that it is
mainstreamed in the development of economic policy.

= Deliveryof GESlinduction briefings tonew GfD advisers and conduct of bi-annual GESI refresher
trainingsfor both advisers and GfD operational staff.

= Development of concept notes for the development of a WEE Strategy and delivery of WEE training for
MCAE.

4.5 Sustainability

GfD’s approach to sustainability was built primarily around the following approaches:

= Progressively increased engagement of national rather thaninternational advisers

= Focus on capacity building reinforced in adviser ToR, recruitment, induction, briefing and training aswell
as in monitoring and evaluationtools

= Capacity building focused not only at individual, but also at organisational and systemic (whole-of-
government) level

= Close engagement with counterparts,and ‘partnering’ of advisers and counterparts wherever possible

= Use and strengthening of GoTL systems, in partnership with counterpart entities, rather thanthe
introduction of parallel systems

A key element of GfD’s approach to sustainability wasthe increased engagement of national rather than
international advisers, which will not only ensure that those resources remainin country when the Transition
Programdrawsto anend, but also provided opportunities to build local capacity and support the careers of
emerging localleaders. An example of this was in PFM, where a team of national PBAsworked alongside
both short termand long-term international advisers, as well as the OECD. Through this, the PFM skills and
expertise of the national PBAs deepened, to the extent that the advisers became well recognised for their
leadership with respect to the annual planning and budgeting process. In mid-2021, the positions transferred
to the GoTL payroll—some to UPMA and some to MoF, ensuring that the Government is no longer reliant on
development partnerstosupport this crucial process, and that the skills are retained within GoTL. Similarly,
under both the Economic and Public Administration workstreams, towardsthe end of the Transition
Program national advisers were leading the work, with mentoring support where needed from SAT
members, grant partnersorinternational advisers.

GfD also progressively increased its focus on capacity building rather than simply providing technical
‘capacity substitution’. Building the capacity of national counterpartswasreinforced in the ToR of all
advisers, and interrogated during recruitment processes. In August 2019, the Team Leader and Program
Coordinator designed and ran a series of workshops for advisers on capacity building, including the
importance of considering capacity at the individual, organisational andinstitutional levels, and ensured that
capacity development was discussed in all program planning and evaluation workshops. The risk of capacity
substitution and the implications for sustainability were raised as a recurring theme in review and reflection
workshops, learning dialogues, and in discussions with the SAT, and as a result changeswere made to the
monthly activity tracker template to require advisers to report on monthly progress against the capacity
building objective in their ToR.

There are examples of where COVID-19 has both strengthened, and reduced, opportunities to build local
capacity. In the CSC, for example, the temporary demobilisation of the International ICT Adviser to Australia
in 2020 meant that the CSCICT team had totake on tasks themselvesfor whichthey would previously have
deferredto the adviser. Through this enforced ‘learning by doing’ they built skills, confidence, and
knowledge. In aviation, however, the inability of the Air Navigation Servicesteam and other international
advisers to travel to Timor-Leste meant that while the development of documentation progressed rapidly,
local ownership and understanding largely stalled in 2020. The resumption of travel by the ANS team in mid-
2021 enabled anintensive focus on capacity building in the second half of the year, which will continue
through until the end of the Transition Program.
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Ensuring that advisers focus on sustainable individual and organisational capacity development rather than
simply ‘doing the job’ of civil servants, will be an ongoing challenge for the PROSIVU program, but can be
addressed to a large extent through appropriate recruitment, selection and training, and regular forums to
discuss how individual and organisational capacity development is progressing. There remains a time and a
place for specific capacity substitutioninputs, particularlyin very technical areas. However, GfD was at pains
to partner this technical expertise, often provided by international experts, with a national adviser, and with
relevant GoTL staff, to ensure transfer of knowledge and to reduce dependency.

The partnership approach between GfD and the program’s GoTL counterpartsalso played a significant role in
the sustainability of outcomes. The dual reporting structure —to GoTL counterpartsfor day-to-day work
planning and management,andtothe GfD Team Leadership for contractualand performance issues —
provided opportunities to also build capacity within GoTL management. The Coordinator of UPMA, for
example, provided feedback on a number of occasions on the benefits of being exposed to systematicand
merit-based recruitment and selection processes, and to formal annual performance reviews for all advisers.

As the program drawsto a close there is evidence of sustainability of reforms that have been initiated under
GfD. For example, enshrining PBB in the new Budget and Financial Management Law, and adoption of DBFTL
by MoF asthe system to underpin budget preparation, monitoring and reporting, will ensure that reformsto
the annual planning and budgeting process continue. The progressive increased ownership by the CSC of the
merit-based promotions process, now in its third year, suggeststhat this process has now become
embedded and will continue. In addition, the CSC’s inclusion focus has increased to the point where the
Commission is now actively seeking out dialogue with disability partners—a process that was initiated by GfD
organising disability inclusion focus groups in the civil service, as well as a national disability inclusion
seminar. And the availability of funds in the 2022 budget for a number of key initiatives, including the
establishment of the WTO Secretariat, and the implementation of the Unique ID project, are strong
indicators of the commitment of GoTLto implement the workthat has been started with strong support
from GfD. The engagement by GoTL of a number of advisers who were formerly employed by GfD
demonstratesa further commitment to continuing work that wasinitially undertaken through GfD support.

4.6 GfD’s Monitoring Evaluation and Learning Plan 2019 - 22

GfD’s final MELP was developed through a participatory process between the GfD Program team and M&E

House between August 2017 and February 2018 and wasreviewed and finalised in March 2019. It was

reviewed on an as needed basis and at least annually, in accordance with results from M&E stocktakes

undertaken by M&E House. The MELP was structured around the following components:

= ToC: presents the hypothesis of how change will happen, in order to contribute tothe identified EOPOs

= Scope: covers the purpose, audience, and boundaries of the MELP

= KEQs: presents the questions for each outcome and identified evaluation criteria, with corresponding
SQs and indicators. Criteria used to develop the SQs are based on Development Assessment Criteria
standards

= |mplementation plan: defines how the MELP will be implemented, assessed, and reviewed.

The MELP described a number of data collection methods, the most important ones being SSCs, monthly
adviser activity trackers, grant partner reports, key informant interviewsand Political Economy Analyses
(PEAS). It included a MELF that listed annualtargets,andthe INOs that the targetsrelatedto,aswell as data
collection methods. GfD named its annual targets ‘Desired Changes’ or 'DCs’ toindicate their flexible and
variable nature. From 2018, DCswere developed in consultation with advisers, grants partners, the Embassy
and the SAT. They were developed based on the three criteria of feasibility’, ‘significance toa specific
reform’, and ‘attributability to GfD’. They were reported against inannual reports by means of a trafficlight
system, indicating whether the DC had been achieved (green), partially achieved (amber), or not yet
achieved (red). Baselines were established in one of twoways:
= For early DCs, the baseline was implicit in the way the DC was worded, e.g.: ‘“AACTL established as
autonomous agency’, implies that at the time of development of the DC, the AACTL was not yet
established as anautonomous agency.
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= During the Transition Program establishment of baselines for new DCswas more deliberate, through
consultation with advisers and grant partnersabout the status of the DC at the time of development,
and identifying any work already undertakenin preparationfor the achievement of the DC.

In the ToC the DCssat at the activity level (i.e. foundational and influence activities), which when achieved
contributedto the achievement of immediate and subsequently INOs. For each DC a decision was made
about whichINO it predominantly contributedto. There are seven INOs — three of which contributedto the
achievement of EOPO 1: government uses evidence and advice to make decisions; stakeholdersinfluence
policy making; and, government officials effectively lead and manage.

Four INOs contributed predominantly to the achievement of EOPO 2: government and non-government
institutions deliver enabling services more effectively; government entities utilise systems to plan, monitor
and manage their work; government distributes and spends allocated budget as planned; and, government
agenciescoordinate and cooperate.

Programimplementation progress against the ToC was measured by means of monthly and six-monthly
adviser reportsand six-monthly grant partner reports. In their six-monthly reports, advisers reported
progress against their TOR objectives (including on GESI, disability, COVID-19 and capacity development), any
challengesand learningsthey identified, training data disaggregated by gender and disability, as well as
progress against achieving DCs and Other Significant Achievements (OSAs). They were also requestedto
include evidence to substantiate their achievementsin the form of quotes, links to media articles, pieces of
gazettedlegislation or policies, manuals, guidelines, etc. Grant partners reported against their own MELPs
that were developed in collaboration with GfD to align with GfD’s M&E system and ToC,and partnerswere
also asked to include evidence. All these reportsand supporting evidence, augmented by GfD’s weekly
media monitoring reports, were collatedinto evidence matrices by GfD’s M&E team and subsequently
verified in Mini Learning Dialogues (MLDs) — half-day workshop sessions with advisers in each workstream
focussed on validating progress and evidence, and learning from successes and failures. Traffic light ratings
for DCswere verified in these dialogues and any additional OSAs not capturedthroughthe formal DCs, as
well asrisks and key learnings, were identified. In addition to MLDs, PEA and Planning workshops were
organised annually to identify constraints, opportunities and inform program strategy development in each
workstream. The PEAs were also used to inform the development of DCs. Regularinformal discussions of the
political economy with both workstream teamsand the Embassy ensured that changesin context were
considered in GfD’s planning and resource investment decisions in real time. All of these reporting processes
and their products fed into GfD’s six-monthly and annual progress reports. According to M&E House
Stocktakes 2017-2020 both GfD’s M&E system and progressreports adhered largelyto DFAT M&E Standards
on progress reporting and the DFAT Timor-Leste Good Practice Note on Reporting. The GfD M&E report
preparation process is illustratedin the figure below.

Figure5 GfD Report Preparation Process

Workstream- Desired
specific Political Changes (DC)
Economy and Other Partner and

Grant Mini Final Six-monthly/

vadgnce Learning verification Annual
Matrices

Analysis (PEA) Significant Adviser (EM) Dialogues and filling in progress
and Planning Achievements Reporting (MLD) gaps report

workshops (OSA)
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GfD as a governance program was essentially an adaptive facility. Experience from other adaptive programs
suggeststhat more than 10% of total budget should be allocated to MEL?7, compared with 4-7 % for non-
adaptive programs. GfD’s MELP of 2019 showed that the allocation for M&E in the 2018/2019 financial year
was amere 2.2%. In the GfD Transition Program thisincreased to5.6% due to anincrease in funds allocated
for learning dialogues and PEA and Planning workshops, and the creation of a Grantsand M&E Coordinator
position. Internal GfID M&E resources were supplemented by M&E House - a standalone M&E program
providing advice and assistance to DFAT programsfrom 2018 until late 2020, and by the Embassy Program
Quality teamduring 2021. However, thereis scope for M&E resources to be increased further under
PROSIVU to assure the iterative learning, reflection and adaptation that is the hallmark of a best practice
adaptive facility.

4.7 Risk Management and Safeguards

GfD met all DFAT requirementsin terms of risks and safeguards, and had in place governance arrangements
to ensure this throughout the program.These arrangementsincluded discussion of risk at regular meetings
betweenthe Embassy, Cardnoand the program team, periodic reviews of the risk register and mitigation
strategies, regular reporting onrisks in six monthly and annual plans, and the use of exception reporting
where necessary.

GfD developed a Risk Management Planthat detailed those risks that could be reasonably anticipated, their
likelihood and impact, options to reduce the risks, the responsible entitiesand the approach to risk
mitigation.The plan was updated regularly during implementationtoreflect changesin the situation and
context of the program. The Risk Management Plan categoriesremained largely unchanged from IGfDSS
until the end of Phase One — ‘Fiduciary’, ‘Political and Relationship’, ‘Environmental’ and ‘Sustainability’, but
underwent some significant changesin Phase Two. In Phase Two the plan was renamed the GfD Risk
Register,and was harmonised withthe ToCto ensure that greater attention was paid to programmatic risks,
with the following new risk categories:

= Achievement of GfD Goal: A Stable and Prosperous Timor-Leste, characterised by economic
development and better service delivery;

= Achievement of EOPOs 1 and 2;

= Achievement of INOs;

= Sustainability risks; and

= Implementation/ operational Risks (including a Health and Safety sub-category).

Linking the risks to achievement of components of the ToC allowed the programto assess more than just

operational risks. It enabled the Embassy and GfD management team tointermittently take stock and assess

strategic bottlenecksin the achievement of program outcomes — effectively adding another layer of review

and reflectionand therebyincreasing scope for timely identification of appropriate remedial actionswhere

needed. In Phase Two and the subsequent Transition Program, key risks to the program primarily revolved

around loss of momentum on significant reforms due to political instability and lack of State Budget. Key

measures identified to mitigate these risks included:

= ongoing monitoring of the political landscape, and regular conversations betweenthe Embassy and GfD
about how toadaptto changesin context;

= formal PEAs, as recommended in the GfD Review;

= appointment of an SAT to provide impartial and independent advice on GfD’s strategyineach of its work
areas;

= regular formaland informal engagement with GoTL counterparts —both politiciansand bureaucrats; and

=  maintaining flexibility to enable the programtoadapt or refocus its approach where necessary.

Operational risks were largely managed through periodic review and updating of GfD’s Quality Management
Plan (Operations Manual) to ensure that it remained fit for purpose.

“ DFAT/ M&E House. Working paper: MEL for Adaptive Management. Draft, December 2020
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The impact of COVID-19 added another layer of risk in Phase Two and throughout the Transition Program. In
response, GfD developed both a Business Continuity Plan and Program Continuity Plan that addressed both
the risks (operational and programmatic) and mitigation strategies. GfD’s Risk Register was updated as well
toinclude the risks as well as mitigation strategiesrelatedto COVID-19.

Cardnodeveloped and trialled several safeguard polices under IGfDSS. These policies were then firmly
embedded in GfD Phase One and reviewed and adapted under Phase Two. The initial safeguard policies
included: "WH&S’, ‘Anti-Fraud’, and ‘Child Protection’. These policies were improved and refined over the life
of the program and a number of other policies were added, including a Cardno corporate policy called ‘The
Cardno Way’ with subsidiary policy guidelines on ‘Preventing Sexual Exploitation, Abuse, and Harassment
Procedure (PSEAH)’, and ‘Modern Slavery and Human Trafficking’. The policies were introduced to staff
throughinductions, briefings, trainingsandrefreshers (online and/orin-person), and were translatedinto
Tetum.GfD’s GESI adviser helped to contextualise the trainings for local staff, in particular the Child
Protectionand PSEAH training, by including examples of relevant local legislation and policies and by
expanding on cultural practicesthat have a bearing on how the topic is addressed locally.

4.8 COVID-19

As for all development programsin Timor-Leste, COVID-19 was highly disruptive to GfD’s operations and
programimplementation. A motivated and professional advisory team, supported by a capable operational
and management team, ensured that adverse
effects andrelatedlosses in momentum were
kept toa minimum. As was highlightedin
previous sections of the report, this dedication
was appreciated and commended by GfD’s
government counterparts.

In March 2020 allinternational staff were
repatriated and continued providing support
remotely. LTAs and international NGO grant
partner staff based out of Diliwere able to
returnto Timor-Leste in the second half of
2020 and thefirst quarter of 2021. However,
STAs and staff of international (multilateraland
Australian) grant partnersworking with FIFO
models remained unable to return throughout
2021 due to arduous, costly and time-
consuming re-entry procedures and in-country
travelrestrictionsinstated by GoTL. Where possible they continued to provide remote input, but their
inability totravelto Timor-Leste impacted on their ability to support in-country capacity building. This
particularly affected GfD’swork in aviation until mid-2021 when the company engaged to support
strengthening of ANS resumedtravel to Timor-Leste. Work being undertaken by GfD’s multilateral grant
partnersworking in the financial sector (ADB and IFC) wasalso severely impacted by the inability of
international advisersto travelto Dili. National advisers continued to provide support working from home,
progressively returning totheir counterpart offices in July and August 2020. With the confirmation of non-
quarantined COVID-19 cases in Diliin March 2021, all staff once again commenced work from home
arrangements, whichremainedin place until towardsthe end of 2021.

First remote CoM meeting held using JITSI

Despite the deep socio-economic crisis caused by the pandemic, it also provided new opportunities,
accelerated momentum for a number of reforms, and made evident needs that had previously been
disregarded. The ICT capabilities of GoTL are still nascent, resulting in inefficiencies and backlogsin almost all
areasof public administration. To citizensthis translatesinto poor service delivery marked by long queues
and waiting periods. For a long time, business registration hadto be done in person and with extensive
supporting paperwork. GfD, through its advisory support in SERVE, wasinstrumentalin simplifying and
digitalising this process, doing away with the need for time-consuming in person registration. This process
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had already commenced pre-COVID-19, however the pandemic gave additional impetus to the work and
drove home the importance of this reform.

Similarly, in the CSC, the appeals process not only required in-person participation, but also required
municipal civil servantsto travelto Dilito participate. This process has now also been moved to an online
system — accelerated by the pandemic. In addition, the CSC approved a new system (an opensource software
called ‘osTicket’) to manage and transfer documents online and internally between Line Ministries andas a
means of communications and receiving requests from the public. This new system may greatlyimprove
inter-agency coordination and communication for a government that still mostly relieson hard-copy letters.
And while the CSC was previously largely dependent on international ICT advice, the pandemic necessitated
CSCICT staffto work independently to monitor and maintain systems while the international GfD ICT adviser
was working abroad, resulting in significant capacity development gains. ICT advisers at TIC and the CSC also
worked together to review opensource teleconferencing options, to support establishment of cost-effective
electronic communication methods and work-from-home systems. In March 2021, the CoM held its first
remote meeting using the GfD-enabled JITSI software, whichis now in widespread use across GoTLas a
platform for teleconferencing. Furthermore, with GfD support the CSC was able to improve remote access to
the civil service database (SIGAPNET), enabling effective remote working arrangements for civil servants.
Innovations such as these, that were spurred on by the pandemic, are expectedto have far-reachingand
long-term positive impacts on the efficiency of service delivery systems going forward.

Another key achievement in this period wasthe establishment of the national COVID-19 dashboard?8. This
dashboard provides a repository for updated and accurate information about the pandemicin the country,
with research documents and infographics related tothe impactsof COVID-19 and how to mitigate them,
and news updates provided by the CIGC.

For civil society as well, the pandemic has had some positive outcomes. For instance, it resultedin a marked
growthin civic space, and increased attention to civil society
in the media, as a result of the mechanisms established by
CSOs to monitor and disseminate information about GoTL’s
COVID-19response. With the financial support of GfD through
Oxfam, a CSO information centre was established and housed
at the national CSO umbrella organisation, FONGTIL. The
information centre enabled prominent CSOs to get together
and share researchfindings and opinions on topics relatedto
GoTL’s proposed stimulus packages, disability inclusion,
education, informal sector workers, and agriculture, and
broadcast this to the national media. International grant
partners Oxfam and TAF pivoted to undertake research on the
economic and social impactsof COVID-19, including in relation
to women and people with disabilities, as well as an
evaluation of the household-level impactsof the Uma Ka'in _ e
payment — a cash payment of US$200 provided by the E.COﬁ
Government to households with anincome under US$500 per

month. Monash University also pivoted to provide support to RECOVERY
GfD advisers working on economic policy, as wellas analysis PLAN

8™ CONSTITUTIONAL
GOVERNMENT

r
*

directlyto the ERC which informed the initial COVID-19
stimulus package and subsequent COVID-19 ERP. In parallel,

GfD’s economic advisers provided significant analysis and GoTlL’s Economic Recovery Plan guides Timor-
inputs to support development of the immediate COVID-19 Leste’s future economic reform

response, and longerterm ERP.

In the PFM space, GfD advisers supported planning and monitoring of the COVID-19 fund in collaboration
withthe CIGC, including the establishment of a program classification framework, indicators and monitoring
mechanisms, and entry of data into DBFTL. Advisers furthermore workedin close collaboration with the ERC
to support integration between economic recovery planning and budget preparationto enable ‘the budget

28 https://covid19.gov.tl/dashboard
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to follow the strategy’,and ensure Line Ministry 2021 and 2022 budgets reflected the prioritiesin the
COVID-19 ERP. A significant consequence of COVID-19 for GfD was a much closer working relationship
betweenthe program’s Economic Policy and PFM advisers, who worked closely together on the
development and costing of, and subsequent budgeting for, the COVID-19 ERP. This process highlighted the
importance of these two workstreamsworking more collaborativelyin the future.

GfD’s Legal Adviserin MRLAP/PCM shifted focus to the development and review of legislationin relationto
COVID-19, such as legislation related to the States of Emergency and related implementation measures.

In civil aviation, GfD supported the development of AACTL COVID-19 safety arrangements (AACTL Guidance
Document COVID-19) on the basis of information from the Strategic Aviation Adviser on the impacts of
COVID-19 on the global aviation sector and ICAQ priorities for COVID-safe recovery of the sector. Aviation
advisers also supported technical and legislative work on aviation safety and security in Timor-Leste, both in
relationto the movement of people through the airportin light of COVID-19 and, and more broadly in
relationto how the sector operatesin Timor-Leste and can recover from the impacts. This aviation work will
continue to be particularlyimportant given Timor-Leste’s place in DFAT’s ‘Humanitarian Corridor’.

In summary, while COVID-19 led to a slowing or halting of many reformsand ongoing activities, GfD and its
partnerswere able to pivot quickly to support the Government’s immediate and longer-term response
efforts, and to capitalise on the opportunities afforded to increase future effectiveness and efficiency of the
Government.

5 Reflection and lessons learned

GfD activity funds were generally allocated totwo key program implementation modalities: provision of
advisory support (approximately 60%), and provision of grantsto internationaland local partners, including
for training initiatives (approximately 40%).

Advisory support, as GfD’s key implementation modality, consumed the majority of the program’s resources
and time. It proved tobe a highly effective modality, not least because it fills a great needin Timor-Leste.
Thereis alimited pool of well-educated and knowledgeable human resources in a number of key ministries
responsible for the sustainable, stable, and inclusive economic development of the country, partly due to an
inability of the civil service to attract andretain qualified personnel, but also due to historically poor
recruitment practices. The ability to provide this expertise through GfD not only filled a key expertise gap but
was also a significant contributor toimproved inter-agency coordination between Ministries. A notable
example wasof advisers based at different government agencies being able to progress work on interfaces
between core government databasestoimprove systems’ efficiency and optimise service delivery. A future
governance program should, however, also consider other modalities, such as identifying and supporting
local champions of reform.

The provision of in-line advisers, whether national or international, bringsthe risk of donor reliance and
capacity substitution, rather than sustainable capacity development, and of ongoing reliance by GoTL on
GfD support. GfD recognised that there wasa time and a place for capacity substitution, particularly during
the early phases of the program, and most specifically in highly technical areassuch as aviation. However,
such support needs to be deliberate and provided on the basis of a robust assessment of need, with clearly
defined technicalinputs, a clear exit plan, and coherent and ongoing messaging to GoTL that the input is
time-limited and must remain strategic rather than operational. Capacity building needsto remain a focus of
all advisory support to ensure the sustainability of progress.

The ability of the program to attract a cohort of highly capable national advisers was a significant
achievement of the program andled to a shift in the balance between nationaland international inputs. This
had a number of benefits. National advisers have a deep understanding of and connectionto the contextin
Timor-Leste, strong local networks, and are able to influence in ways that can sometimes be challenging for
internationals. They are also here for the long term and will play an ongoing role in the sustainable long-term
development of the country. When internationals were repatriated during COVID-19, the national advisers
remained,and were able to seamlessly continue their support to the Government at a time of particular
strategicimportance for the country. Further, national advisers are a more cost-effective resource than
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internationals. This is not tosay thatinternationalsshould not be engaged—for reasons of specific technical
expertise,independence from the complex politics of Timor-Leste, credibility in the eyes of counterparts, or
the ability to bring a breadth of expertise and experience from having worked across a wide range of
countries and settings— but the use of international advisers should be judicious and carefully considered.

While advisory support was GfD’s implementation modality mainstay, significant funds andtime were also
spent on engaging grant partners. The effective management of grant partnersto ensure that maximum
benefits can be derived from their inputs proved to be time consuming and requires proper resourcing, in
particular for local CSOs with high needs in terms of capacity building. However, even for large international
or multilateral partners, the management of workplans and budget, quality control of outputs, reporting,
and identification of opportunities for collaboration across the program requires significant time and
resources. Grant partnersshould be selected on the basis of their ‘fit" in relation to the rest of the program’s
portfolio to facilitate synergistic cooperation with advisers as well as interagency collaboration between
partners. Further, local partners must have local credibility, be generally perceivedto be free from political
bias and have a base level of operational capacity. There should be a clearindicationin initial concept notes
of how the grant partner’s ‘theory of action” harmonises with the program’s ToC, and reporting schedules
and expectations should be established clearly during the grant negotiation process. This will not only
facilitate program progress reporting but will also maximise the extent towhich the ‘sums’ of the program
areinterlinking and effectively and efficiently working towardsthe same overarching ‘whole’. Any
subsequent program should be resourced to ensure adequate management and monitoring of, and
coordination with, grant partners,and in particular local partners. Twinning with Australian Government
entities, such as ABS, has proven positive and should continue or be expanded as a modality under a future
program.

Working with multilateral agencies presents particular challenges. While there are some clear technicaland
relationship benefits of working with multilateral partners, the common multilateral model of FIFO advisers,
coupled with a relatively small in-country presence, proved to be less than fit-for-purpose for the Timorese
context, particularly since the advent of COVID-19. Longer termin-country support wasfound to be more
context-appropriate, and necessary for long term capacity development. While multilateral organisations
generally have long-standing reputationsand expertise in some fields of relevance to GfD and bring a certain
legitimacy and weight to policy debates, their bureaucratic systems, relatively high operating costs, and
standard operating models such FIFO need to be considered in any decision to engage withthem. Further,
they have previously shown inflexibility in their reporting processes which made it challenging to keeptrack
of their progress within the framework of the program’s own M&E processes. Where engagement with
multilateral agenciesisdeterminedto be appropriate, alternative contracting models such as procurement
rather thangrant funding, with payments based on the delivery of clearly agreed outcomes, may be worth
considering.

As described in previous sections of the report, GfD’s MEL system underwent some significant changes
across the life of the program. Monitoring and evaluating progress for a flexible and responsive governance
program such as GfD is a significant challenge. For GfD this necessitated largely qualitative data collection
and analysis, which was further complicated by difficulties in collecting robust and verifiable evidence to
support claims of achievement. Establishing attributionin relation toachievementsis also challenging,and
further compounds the complexity of reporting accurately, adequately, and meaningfully. GfD’s MEL
processes evolved significantly across the life of the program. Besides the many accomplishments supporting
government, GfD identifies this as an achievement in its own right — and potentially one that could serve as a
model for the development of MEL systems of other flexible governance programs. The support of M&E
House to develop GfD’s ToC and related KEQs and SQs, and the introduction of evidence matricesand
Learning Dialogues, provided a robust structure to the program’s data collection, analysis, and reporting.
However, the processes were also time-consuming and resource-intensive. GfD pragmatically adapted what
were initially seen as ‘one-size-fits-all” processes to provide a better fit for the program, including a redesign
of Learning Dialoguesinto half day structured workstream focus groups that allowed a deep dive into
evidence and progress. Perhapsthe most innovative and useful evolution in GfD’s M&E system wasthe
development of its annualtargets, flexibly referred to as ‘Desired Changes’ or ‘DCs’. These DCs provided the
program with clear and well-defined benchmarks to track throughout the year as well asacross the life of

GfD Completion Report 2014-2022 43



the program. While the formulation of DCsis a challenging exercise, as the constantly evolving political
economy context throughout any given year will likely impact on their relevance and achievability, they
provided a fit-for-purpose alternative to a detailed annual plan, and enabled the programtobe held to
account for progress and achievementsacross the year, linked to the program’sintermediate outcomesand
EOPOs. Further, thereis a fine line between being ‘responsive, flexible andadaptive’ and being ‘reactive’, as
noted in the GfD Independent Review. Establishment of DCson the basis of clearly documented PEAs helped
to ensure that the program was responsive, on the basis of evidence and analysis, rather than simply
reactiveto GoTLrequests.

Progress in the area of governance is slow and requires a long-term view. The roads to reforms are often
long and winding and a change in political climate may meanan activity has to be paused, of may enablea
reform to be implemented that was previously unthinkable. Rather than deciding to withdraw support
completely from an intervention that is not achieving traction, in some instances it may be more strategicto
leave a reform on a slow-burn, postponing workon it until it again becomes politically possible or technically
feasible. This will not only enable the reform to be picked up more rapidly under more favourable conditions
and prevent a totalloss of momentum, but also enables the retention of critical and trusted advisory
support. One notable example of this was GfD’s decision toretain economic advisers in the absence of a
GoTL economic counterpart, seeking opportunities for their skills to be used elsewhere while awaiting the
reappointment of a minister to lead economic policy and the opportunity to re-engage. Anadviser with key
knowledge and skills in relationto WTO accession was therefore able to continue workon this important
GoTL objective once MCAE was re-established. Such decisions need to be informed by anin-depth
understanding of the political context and ongoing analysis of the political economy.

GfD’s complex and evolving ‘ways of working’ demonstrated the importance of clarity of responsibilities and
authorities,and of regular and open communication across allthose involved. The tripartite arrangement
betweenthe Embassy, Cardno GfDSS, and the Timor-Leste Desk during the early yearsof the program was
successful because of regular dialogue and structured meetings. In the latter years, with input into strategy
increasingly devolved to the Cardno GfD team, the arrangement worked because of a high level of trust
betweenthe Embassy and GfD team, and open and effective communication. Without these strong
relationships, significant tension could have resulted between the parties. Future programs should consider
these program management arrangementsand establish clear, explicit ways of working that are regularly
revisited. The Cardno GfD team also recognised the importance of understanding and respecting the
boundaries of its authority, and the role of bilateral or other pressures withinthe broader scope of the
Australian Aid Program in Embassy decision-making around program priorities. The Independent Program
Review team criticised GfD for ‘mission creep’and at times engaging in activitiesthat were outside the scope
of the program design. However, this is the reality of a program such as GfD. A practical implication of this is
thata certain percentage ofthe program’s budget needs to remain unallocatedto allow for these types of
changesto be made rapidly.

The review team also found that the program’sdocumentation of analysis of the political economy to
support decision-making was lacking. While the Embassy and GfD team asserted that these PEA discussions
did take place on a regular basis, there was little documentationto evidence this. A key learning is the
importance of documenting the rational for decision-making, not only to satisfy any future reviews, but
also to ensure that there is a documented trail toinform future decision-making, based on past analysis and
experience. GfD addressed this recommendation by minuting the weekly GfD-Embassy meetingsand
documenting formal PEA related discussions.

Reforms can only be achievedif a governance program’ssupport aligns with the agenda and priorities of
GoTL. A range of mechanisms for open and frank discussion with GoTL counterparts about prioritiesand
their satisfaction with GfD support, including R&R workshops as well as regular and documented formaland
informal management meetings, were critical to ensuring that GfD inputs were valued and impactful. These
discussions were also essential toinform strategic changesto GfD’s MEL and planning. In spite of this regular
communication, the formal establishment of joint work strategies with the Government counterparts with
which GfD engaged proved to be challenging.

A decision was made early in the program design not to establish a steering committee involving GoTLand
other stakeholders, given the likelihood that within the political context of Timor-Leste, such a committee
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would be captured by political interests. While there was sound justification for this approach, the lack of
such a coordination mechanismimpacted on the ability to adopt a cohesive approachto setting priorities for
GfD.

Counterpart engagement in Timor-Leste depends very heavily on face-to-face engagement. Thisreliance
was significantly challenged by the advent of COVID-19, andthe need to implement remote working
arrangements. Over time, some counterparts became increasingly comfortable with engaging by
teleconference and email. However, for some, the inability to engage in person impacted on the ability to
develop strong and trusting relationships. This was particularly anissue when counterpartschanged, and
there was no opportunity to meet with them and establish a relationship in person.

Programmatically, while GfD made good progressagainst both EOPOs, progress was faster in relationto

EOPO1 (evidence-based policy development) than EOPO2 (implementation of policies and improvements to

service delivery). As discussed earlier in this report, this is tosome extent to be expected, as policy and

legislative development precedes policy implementation. Further, GfD’s lack of engagement with service

delivery entitieslimited the program’s ability to directly impact service delivery. However, there are a few

lessons to consider in the design of PROSIVU if the programis to significantly influence policy

implementation:

= The importance of ensuring the integration of implementation considerations in the early phases of
policy development, including adequate budget allocation for implementation by national directorates.
It is common for these two processes to be viewed completely separately. The PROSIVU program should
play arole in ensuring that policy development and implementation are viewed as two ends of an
integrated continuum.

= Embedding stronger collaboration between the governance program, which is in the strongest
position to influence policy development and legislation from the perspective of central agencies, and
DFAT programs focussing on implementation through work with implementing agencies within
program designs. The majority of GfD advisers were placed at levels where they could influence the
development of policies and legislation (i.e. at ministries responsible for economic, HR, and IT policy and
legislation) but few were placed at direct service delivery level (i.e. Directorates General, National
Directorates, Autonomous Agencies, Public Institutes, Municipalities, etc.). A short-lived attempt to
strengthenthe link between upstream policy development and downstream service delivery by placing a
GfD adviser in MoH was abandoned when the adviser was unable to establish the relationships needed
to make the role effective. Collaboration with other programsthat have a strong relationship withthe
downstream ministries may be a more effective means of approaching this. But to do so will require
cross-program leadership from the Embassy which has the ‘umbrella view’ of the aid program, and
cannot rely on distinct programsalone to facilitate this collaboration.

Adequate resourcing is key to program success. The rapid evolution of resources available from the Embassy
led to different and unexpected demands being placed on the program, but this wasnot reflectedin a
comprehensive assessment of the changed program resourcing requirements. It wasonly in 2017 that
specific GESI-focused resources were appointed, and not until 2019 that full time position was createdto
support the complex M&E of the program.Similarly, a role to support the engagement of Other Voiceswas
only createdinlate 2018. The lack of these positions in early years of the programimpacted on progress in
these areas, and the significant advances made in relationtoboth GESIand M &E, as well as Civic
Engagement. The more recent creation of the positions and associated progress clearlyillustratesthe
importance of ensuring that cross-program roles are appropriately resourced. Further, the original design
envisaged significant technical leadership from the Embassy in each of the program’s workstreams. When
this was not able to be provided, the absence of technical leads in the program’sthree workstreams not only
placed significant pressure on the Team Leader, but also meant that workstream-focused leadership and
coordination waschallenging. The creation and evolution of the SAT in the final years of the program went
some way towards addressing. Any future program should recognise the importance and value of ensuring
that these resourcing issues are addressed and that the team structure is properly designed to meet
programrequirements.
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6 Priority Recommendations

The following recommendations are provided for consideration in the design and implementation of the
PROSIVU program in relationto programmatic, delivery and management aspectsofthe program.

6.1 Program

= GfD has supported progress of manyimportant policy and legislative reforms across its three
workstreams. Recognising the long-term nature of governance reforms, PROSIVU should concentrate on
continuing to progressand embed implementation of the work that is already underway, while exploring
opportunities to branch out into a range of relevant emerging reformareas.

= Strengthening the interface between ‘upstream’ policy development and ‘downstream’ service delivery
will be centraltothe successful strengthening of service delivery. This interface needsto be a priority
consideration for PROSIVU, as well as in the design and implementation of programsthat support the
delivery of services. DFAT has a crucial leadership role to play in supporting this interface,and the
required collaboration across programs.

=  The transition of annual planning and budgeting from UPMA to MoF, while positive, represents a risk for
ongoing PFM reform. The design of the PROSIVU program needs to pay specific attentionto this, as well
as considering the outcomes of the recently-completed Assessment of National Systemsand a potential
returnto some form of DBS.

= PFM asa GfDworkareais increasingly linked to the Economic Development and Public Administration
workstreams. Strategic linkages between these different workstreams need to be identified and
capitalised on, to avoidsilos and maximise opportunities for synergies.

= Re-engagement with MoF opens opportunities for the PROSIVU program to engage not only in the
planning and budgeting end of PFM, but also in consideration of financial flows. Engagement inthis area
will be centraltosuccesses in strengthening service delivery of Line Ministries and in the municipalities.

= Pending the outcomes of the impact assessment of GfD’s support to the civil service, continued support
for public administration reformin the CSC should remaina priority for the PROSIVU program, as
upstream reforms achievedin this work area have significant potential to improve service delivery
downstream. And since itis Timor-Leste’s largest formal employer, gains achievedin civil service
employment have high potential of transforming public policy, for instance in relationto mainstreaming
gender and social inclusion.

= Economic diversification should also remain a key objective of the PROSIVU program, not only to reduce
dependence on a finite revenue source for the country, but particularly to unlock the growth potentialin
the agriculture sector whichis the main source of livelihood for around 70% of the population, and
where even slight increasesin productivity and access to capital would translate into significant
economic (and human development) gainsat the national level.

6.2 Delivery

= Arangeof modalitiesare available toaddress problems or progress reforms. The first step in assessing
any potential support should be to allocate sufficient time to systematically analyse the issue and
determine the best approach and most suitable support option.

= Advisors are a key component of the GfD program.The new PROSIVU program will require a thoughtful
consideration of the type of advisors, roles and skills required, including the balance between national
and international inputs, and where necessary, direct Technical Assistance to complement long term
capacity building.

= Grant partnershipsshould remain a key modality of programimplementation. They offer flexible
engagement with reputable partnersthat can easily be adaptedto matchandrespond to a changing
context. However, alternative models of procuring services from multilateralagenciesor through sub-
contractswith private sector entities should also be considered where appropriate.

= PROSIVU’s convening power as a governance program working with central agencies should continue to
be used tofacilitate coordination between government entities, CSOs, DFAT investment partners, and

GfD Completion Report 2014-2022 46



between development partnersin certain sectors where objectives and work areasintersect.
Strengthening these coordination links will not only serve to support good governance overall at the
nationallevel, but will also enable the program to form linkages and identify alternative avenuesto
progress reforms and form strategic coalitions.

Flexibility should be built into the design of the PROSIVU program, including into implementation plans
and budget, i.e. allowing time and funds for review, reflection and learning moments throughout the
program,communicating with counterpartsabout the relevance of these, and leaving a portion of the
budget unallocatedto enable quick response to changing context and emerging priorities.

Management and program governance

High level governance arrangementsshould be considered, including how to involve relevant GoTL
representativesin program planning. Establishment of a Steering Committee should remainan option,
coupled with adequate safeguardsto ensure the committee is not captured or overshadowed by party
politics, and an assessment in the early years of the program of the effectiveness of this mechanism.
Adequate resources must be built into the PROSIVU program designto provide not only technicalinputs
but also cross-program support, and program and technical leadership and coordination for both
advisers and grant partners.

Structured, formal, and documented PEAs should become integral tothe management of PROSIVU. Not
only are these useful in monitoring the operating environment, but they also help to plan and guide the
program and provide justification for course direction changes.

A clear ‘Ways of Working’ needs to be established that outlines the roles of DFAT and Managing
Contractor, on the basis of a realisticassessment of the resources available within the Embassy to
support the program.

The design for PROSIVU needs to recognise the medium and long-term impacts of COVID-19, both on
Timor-Leste and therefore implications for GfD programming, and also in relationtothe practical aspects
of managing the program.
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Annex 1 Historical and political contextand its impact on GfD

V Constitutional Government (August 2012 - February 2015)

GfD startedin 2014 under the fifth Constitutional Government (V CG) which had been formed in August
2012. Kay Rala Xanana Gusmao (Gusmao) was Prime Minister and Minister of Defence and Security, and he
led a coalition Government comprised of the National Congressfor Timorese Reconstruction (CNRT)
(founded and led by Gusmao), Democratic Party (PD) and Frenti Mudanca (FM). The Strategic Development
Plan (SDP) had been published a year prior to this Government’s formation and guided the Government’s
decision-making in relationto budgeting, planning, and infrastructure investments. One of the underlying
philosophies of the SDPis to frontload’ the economy by investing heavily in infrastructure such as a national
road network and electrification of rural areas, to service the entire population by 2030. Developing Timor-
Leste’s social capitalis a key SDP priority, with a focus on investing in education and health and spurring on
the country’s economic development throughincreased investment in agriculture, tourism and oil and gas.
Government spending under this Government continued to increase following in the footsteps of the IV CG.
Drawing downthe Petroleum Fund in excess of its Estimated Sustainable Income was justified by virtue of
the projected longer-term positive impactsthat a number of these ‘one-off’ investments would have on the
economy.

VI Constitutional Government (February 2015 - September2017)

Gusmao resigned as Prime Ministerin 2015, making way for a ‘national unity Government’ that brought
togetherthetwolargest (and rival) partiesin Timor: The Revolutionary Front for an Independent East Timor
(FRETILIN) and CNRT (as wellas PD and FM). Dr Rui de Araujowas sworn in as the head of this sixth
Constitutional Government (VI CG); Gusméao continued to serve as Minister for Planning and Strategic
Investment. With ongoing political support from Gusmao, Prime Minister De Araujo continued
implementation of the SDP and introduced a number of reforms that were aligned with GfD’s objectives —
the most notable one being significant reform of Timor-Leste’s planning, budgeting and Public Financial
Management (PFM) system. GfD provided implementation support for Prime Minister de Araujo’s vision for
budgetary governance reform, with a view to enabling more efficient, transparent, and accountable planning
and budgeting by line ministries and autonomous agencies. The VI CG concluded with the September 2017
parliamentary election.

VIl Constitutional Government (September2017- June 2018)

The seventh Constitutional Government (VII CG), led by FRETILIN Secretary-General Mari Alkatiri, was sworn
in as a minority Government in September 2017, having been unable to secure a coalitionthat would give it
a majorityin parliament. The Government’s program did not pass in parliament, resulting in a de facto
caretaker Government that fell after less thana year. For a period of nine months, this Government was
forced to operate on an emergency budget (duo decimal) system. This required the budget to be executed
on a monthly basis and using the same line itemsas had been used in the previous financial year. A number
of ongoing reforms, such as the budgetary governance reformssupported by GfD, stalled as the new
ministers were largely unfamiliar with the reforms and their significance. A period of uncertainty ensued, but
concerted efforts to clarify the significance of the reforms eventually led to the VIl Government’s support.
The structure of Government changed quite significantly during this time, including with the disbanding of
the Minister of Economic Affairs (MECAE). Under previous governments, GfD had invested heavily in reforms
led by this institution, such as the development of the Guide for Economic Reform and Growth of Timor-
Leste (GRFE) 2015-2017. This strategy operationalised the economic diversification goals set out in the SDP
and the VI CG Program. This reform was discontinued by the VIl CG and has not been resumed the Eighth
Constitutional Government (VIII CG).

Dueto the unstable nature of the VIl Government, ‘GfD and the broader Australian Embassy met with VI
Government representativesin institutions relevant for GfD and noted requests for assistance but did not go
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ahead and offer support in case another change in political power transpired’?°. However, GfD concluded
that continued support to implement the SDP would likely remain relevant under this and future
governments. Under the VII CG, only two pieces of legislation were passed that were developed with inputs
from GfD: Decree-Law No 1/2018 of 24 January on the Public Administration Careers Promotion Scheme and
Decree-Law N0 13/2018 of 16 May on the Norms of Civil Aviation Security.

As the VII CG was unable to pass its program or a budget in parliament, President of the Republic Francisco
Lu’Olo Guterresdissolved Government and called an early parliamentary election, heldin May 2018.

VIl Constitutional Government (June 2018 - present)
New AMP Coalition (June 2018 - June 2020)

The Alliance for Change and Progress (AMP) composed of CNRT, the Popular Liberation Party (PLP)and the
Enrich the National Unity of the Sons of Timor party (KHUNTO) —a newly formed party with a constituency
consisting largely of youth and martialarts group members - won the parliamentary electionin 2018 and
subsequently formed a majority Government. Despite representing one of the smaller partiesin the
coalition, Taur Matan Ruak, founder of the new PLP party, was appointed Prime Minister. Unlike previous
CNRT-led governments, whose focus wasmore on infrastructure, this Government’s program put more
emphasis on human capital development by investing in improving human development indicators related to
healthand education. Much of the VI CG structure wasreinstated under this Government, including
reinstating a Coordinating Minister for Economic Affairs (MCAE). This position, in addition to six other key
ministerial positions including the Minister of Finance, remainedvacant until the formation of a new
coalition in June 2020. This wasdue toa protracted political stalemate that saw President Lu’Olo refuse to
appoint a number of ministerial candidatesto these positions3°. Byits own admission, this Government was
stymied in its ability toadequately implement its program due to the incomplete Government structure,
though it still felt it could achieve its objectives3!.

As with the previous Government, the new Prime Minister was unfamiliar with some GfD-supported reforms,
mainly those related to PFM that had been initiated under the VI CG, but decided to continue with these
reforms after their merit became clear. In the absence of aneconomic minister, GfD agreed to support
Minister for Legislative Reform and Parliamentary Affairs (MRLAP) who held the MCAE position on an acting
basis, witha view to retaining a number of GfD’s economic advisers and maintaining momentum of its
economic development reformsin anticipationthe appointment of a new MCAE minister.

New Coalition/ Restructured Composition (June 2020 - present)

The stalemate which had led to the inability to appoint a number of Ministersin key ministerial positions,
resulted in rising political tensions between PLP and CNRT. The conflict came to a headin the first quarter of
2020 and eventually led to a restructuring of the Government on 12 May 2020, toinclude FRETILIN and
exclude CNRT.KHUNTO sided with PLP and FRETILIN to form a new PLP-FRETILIN-KHUNTO-PD coalition. The
constitutionality of this restructuring continues to be disputed by CNRT. The restructured composition of the
VIl CG included five new FRETILIN ministers and one PD minister to fill the vacant positions. Most
importantly for GfD, a new MCAE Minister from FRETILIN was appointed, while the previous MRLAP Minister
from PLP wasreappointed as Minister of the Presidency of the Council of Ministers (PCM) and a FRETILIN
member was appointed as Minister of Parliamentary Affairs and Social Communication. Further, a new
Minister of Finance wasappointed who wasthen replaced due toill health by an independent Minister in
November 2020. In this period the Civil Service Commission (CSC) also saw a changein its Secretariat
members when transitioning from its second to its third Mandate, though the President remained.

» GfD Timor-Leste Progress Report — 1 August 2017 to 31 May 2018. Weblink: https:/Mwww.dfat. gov.au/sites/default/files/timor-leste-
gfd-progress-report-2017-2018.pdf

“In the portfolios of health; state administration; finance; tourism, commerce and industry; economy; and former combatants

* http://www.tatoli.t/2019/05/29/mensajen-pm-ba-ezekutivu-sira-asistensia-publika-labele-para/
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Annex 2  Detailed Theory of Change/ Theory of Action in Timor-Leste Governance for
Development Investment Design

Figure 1. Theory of action for the GfD Program
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Annex 3  GfD’s Theory of Change and Work Area Theory of Change diagrams 2019 - 2021

A stable and prosperous Timor-Leste
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Theory of Change for Public Financial Management

A stable and prosperous Timor-Leste
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OUTCOMES financial and the budgetary PFI\?‘I reforms across have basic budgeting, ownership of

performance governance competency monitoring, reporting budgetary

e roadmap government and auditing governance strategy
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Theory of Change for Public Administration
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systems and tools are
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Theory of Change for Economic Development

A stable and prosperous Timor-Leste
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Annex 4

Office of the Prime Minister
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and Policy Adviser
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DBFTL Training and
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Civil Service Commission

Senior Public
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Implementation Support
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|
i
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.
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Ministry of Finance Ministry of the Presidency
of the Council of Ministers
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Mational Economic
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Management and Admin
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Economic Sector Liaison
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Mational Legal Adviser
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Management and
Administration Adviser

Air Navigation Services
subcontract

Mational Labour Market
Policy Adviser (SEFOPE)

National Communications
Authority

STA Telecommunications
Regulation and Spectrum
Management Adviser

Organisational Chart as at 31 January 2022
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