
In the 33 years since the beginning 
of ADB’s engagement with the 
Maldives, the country has made 
substantial progress. Real per 
capita incomes have risen while 
five of the eight MDGs have been 
achieved ahead of schedule. 
Basic physical infrastructure 
(other than water supply and 
sewerage systems) and social 
services have been extended to 
the remote islands. The national 
capacity, while increased, is 
still not adequate to shape the 
development agenda.

The Republic of the Maldives, a country consisting of 1,192 islands with less than 400,000 
people, including some 80,000 foreign workers, faces many development challenges. The scope 
for agriculture is constrained by lack of land, freshwater resources are limited, and vulnerability 

to natural disasters and climate change effects is extreme. The small size of the national market 
makes it difficult for local industries to grow and the economy is highly dependent on tourism and 
fisheries. Despite these factors, the country’s growth rate averaged 10% since the mid-1970s. 

The economy endured the fall in international tuna prices in 1999–2000, zero growth in tourism for 
several months after the September 11 attacks in 2001, the 2004 Indian Ocean tsunami, and the 
global financial crisis starting from 2007, which also caused a slump in tourism. In 2010, Maldives 
had a per capita income of $2,894, and in 2011 the country fully graduated from the United Nations 
category of least-developed countries to become a middle-income country. The Maldives, however, 
continues to face fiscal and macroeconomic challenges. Given the economy’s narrow revenue 
base, the huge public sector expenditures of the recovery and reconstruction efforts after the 2004 
tsunami, coupled with the 150% increase in civil service wages between 2004 and 2008, led to large 
fiscal deficits (totaling 17% of GDP in 2008) and rising public debt (57% of GDP in 2008). 

This is the first country assistance program evaluation for Maldives since 1978 when it became an 
ADB developing member country. The report covers ADB country strategies and activities from 
1978 to 2010, amounting to $201.5 million. The program was spread across nine sectors: public 
sector management, transport and information and communication technology, energy, tsunami 
emergency assistance, multisector, education, industry and trade, agriculture and natural resources, 
and finance. 

Overall Performance of the Country Program  
and Key Findings
Overall country program is rated less than successful. ADB operations contributed to improving 
physical infrastructure, especially in the energy sector and transport connectivity. However, ADB 
only partially succeeded in improving public sector capacities. 

Overall strategic positioning is rated satisfactory. The design of the country strategies were 
responsive to country development needs, and aligned with national development plans. Public 
sector management responded to fiscal management issues. The port projects eased growing 
constraints to international and interisland shipping in Malé.

While overall country program is rated relevant, tsunami emergency assistance was less 
relevant. The fisheries, agriculture, and water supply and sanitation components of the tsunami 
emergency assistance were either unsuccessful or less than successful. The tsunami emergency 
assistance covered five sectors, including energy and transport, spreading resources too thin such 
that reconstruction projects were not fully implemented. 

Overall country program is rated less efficient. Implementation delays reached 22.5 months 
during 1991–2000, and 43.5 months during 2001–2010, leading to escalating costs and truncation 
of project components. Limited acceptance and implementation of policy recommendations by 
government agencies decreased efficiency. 

In terms of achieving outputs and outcomes, the country program is rated effective. Programs 
in transport and information and communication technology, energy, and education sectors have 
been rated effective. Engagements under the public sector management and industry and trade are 
rated likely effective based on the initial outcomes of the ongoing Economic Recovery Program and 
Private Sector Development Project, respectively.    
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Overall outcomes are rated less likely sustainable. Outcomes cannot be secure without firm 
government commitment. Limited capacity, staff turnover, and lack of suitable personnel also made 
institutional capacity interventions less likely sustainable.  Financing of recurrent costs in the context 
of the fiscal and debt crisis endangers sustainability. Harbors, water supply, sewerage, solid waste 
management, and basic and secondary education have no user fees. However, electricity tariffs have 
been raised under the on-going reforms program.  

The overall development impact of the country program is rated less than satisfactory. ADB’s 
contribution to Maldives’s tourism-led growth is its support to the complementary transport and 
information and communication technology, energy, and education sectors. Reforms under the 
Information Technology Development Project improved connectivity and business communications. 
However, problems encountered in providing small and medium enterprises with access to finance 
limited private sector development. 

ADB funding, nevertheless, freed government resources for the provision of social services. Maldives 
has achieved five of the eight Millennium Development Goals.  

Key Issues
n Small resource envelope. ADB needs to work more closely with other development partners 

to leverage its support and in areas where complementary interventions and reforms 
are needed. Sector focus needs to be combined with other measures to increase sector 
engagement and linkage across programs and sectors.

n Delays in project implementation. Reasons for delays include insufficient project preparation 
work, a lack of familiarity of ADB policy and procedures among implementing agencies, and 
the weak capacity of the government. In 2010, the South Asia Regional Department initiated 
semiannual tripartite portfolio reviews to help address implementation issues.

n Limited effectiveness of past capacity development efforts. Capacity development efforts 
suffered from weak government commitment, absence of a long-term strategy, staff turnover 
due to reorganizations, and inadequate policy dialogue. 

n Low availability and use of monitoring and reporting systems. The absence of 
benchmarks, and performance and outcome indicators, made the assessment of interventions 
difficult. 

n Recent government reforms need to be fully implemented. While there has been progress 
in ADB-supported reforms to increase government revenue, government must implement 
reforms to reduce expenditures. 

n Future strategies and programs need to be informed of the implications of recent 
decentralization efforts for project implementation. Recent decentralization efforts may 
increase the challenges for project implementation and sustainability, given the complex 
relationships among the national government and local councils. 

Key Lessons
n Continued engagement within a sector and a long-term focus will enable better policy 

dialogue, improved sector outcomes, and increased development impact. 

n A long-term approach based on sound analytical work to identify sector constraints, and 
a comprehensive strategic plan—rather than reactive interventions—will result in better 
institutionalization of capacity and more effective interventions. 

n Dependence on consultants to support project implementation led mainly to capacity 
substitution. 

n An incremental approach for capacity development over longer periods will likely be more 
effective, than a single intervention. 

Feedback 
Management agrees with the recommendations and plans to enhance the semiannual tripartite 
portfolio review meetings. Management disagrees with the less than successful rating for public 
sector management given the recent successes in fiscal consolidation, largely through ADB’s 
Economic Recovery Program. Development Effectiveness Committee (DEC) members supported 
ADB’s focus on key sectors, and emphasized the need for coordination with other development 
partners. DEC members agreed that more consultation with local governments was required. DEC 
members also encouraged adaptation efforts to climate change after noting Maldives’s vulnerability 
and limited capacity to respond to disasters.  

Recommendations
n Improve the effectiveness of 

ADB strategy and country 
program by preparing 
long-term strategies for 
priority sectors, increasing 
collaboration with other 
development partners,  and 
widening consultative efforts 
at the national and local levels 
during the formulation of 
programs to gain government 
commitment

n Enhance project delivery by  
using phased approaches 
for timing and geographic 
coverage, improving the 
quality of project preparatory 
work, and increasing 
interaction with implementing 
agencies through a dedicated 
focal point in ADB’s Sri Lanka 
Resident Mission or a liaison 
office in Malé
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