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SUPPLEMENTARY RISK ASSESSMENT AND RISK MANAGEMENT PLAN 
 
A. Introduction 
 
1. ADB’s Second Governance and Anticorruption Action Plan II. This assessment 
of good governance and anticorruption is being done in conformity with the 
recommendations of ADB’s Second Governance and Anticorruption Action Plan (GACAP) II 
which specifies that program/project design should incorporate findings of governance, 
institutional and corruption risk assessments and that project documentation “clearly 
identifies risk and risk management/mitigation measures.” For a fuller understanding of the 
subject matter with reference to private sector development in the Maldives and in keeping 
with the GACAP II, its treatment needs to be viewed in light of the following variables (i) 
broad governance issues; (ii) relevant issues in private sector development, including state-
owned enterprises (SOEs) and privatization; (iii) identification of risks, their severity, and risk 
mitigation measures; and (iv) controls for corruption and mismanagement. 
 
2. Risk-based approach. As per the GACAP II, this governance assessment takes a 
risk-based approach to–and an institutional focus on private sector development in the 
Maldives. This approach lends itself to viewing the various potential risks in this area, their 
perceived severity, review of ongoing and recommended mitigation measures to address the 
risks, and specification of residual risks, if any. 
 
3. Coverage. This assessment covers the following areas (i) relevant governance 
issues including (a) legal aspects, (b) institutional and political dimensions, (c) capability 
issues, and (d) project/program-specific issues; (ii) relevant risk analysis including 
specification of (a) underlying assumptions in the risk analysis, (b) various potential risks in 
the project and who bears them, (c) perceived severity of the risks, (d) review of ongoing and 
proposed mitigation measures to address the risks, and (e) residual risks, if any; and (iii) 
recommendations on how the findings of the assessment can be incorporated in the design 
of the program.  
 
4. Maldivian economy. Economic development has been steady and resilient. In the 
last decade, real gross domestic product (GDP) growth averaged around 6% per year 
except for 2005, when GDP declined following the Indian Ocean tsunami and in 2009 when 
GDP shrank by 4.8% as tourist arrivals declined and capital flows plunged in the wake of the 
global financial crisis. The real rate of growth in the Maldivian economy in 2010 has been 
estimated at 6%, on the back of a significant upturn in tourism. Economic recovery was also 
helped by a tight monetary policy which has reduced excess liquidity and curbed inflation to 
an estimate of 6% in 2010.  
 
5. Problems such as maritime environment with few natural ports and scattered low 
density populations means that transport costs in the Maldives are a barrier and per capita 
costs of providing public services are high. The Maldives has all the problems of small island 
states (i) high transport costs, (ii) lack of scale economies, (iii) small labor markets with 
limited capabilities in professional and skill areas, and (iv) restricted comparative advantage 
making the economy vulnerable to external shocks. Despite this, the Maldives has been very 
successful in developing the economy and in lifting almost all of its population out of 
absolute poverty. 
 
B. Broad Governance Issues 
 
6. Governance. Governance consists of the traditions and institutions by which 
authority in a country is exercised. This includes the process by which governments are 
selected, monitored, and replaced; the capacity of the government to effectively formulate 
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and implement sound policies; and the respect of citizens and the state for the institutions 
that govern economic and social interactions among them.1 
 
7. Following the 2008 elections in the Maldives, the governance structure has 
undergone a major change in terms of legislative processes. The Constitution of the 
Maldives that was ratified on 7 August 2008 creates the legal framework and necessary 
mechanisms for governance in the country. This results in a major departure from the earlier 
system of the President being able to enact legislations directly and requires any 
Presidential decision requiring to be approved by the People’s Majlis, the Parliament of the 
country. As part of its agenda for decentralization, the country also held elections in all the 
seven provinces in February 2011 in order to have provincial offices and atoll and island 
councils in place for decentralized governance.   
 
8. Strategic action plan. The new government published its Strategic Action Plan 
(SAP), (2009–2013) for providing the baseline for development in the country. The SAP has 
defined good governance as one of the three key themes (the other two being social justice 
and economic development) for the development of the Maldives and identified the following 
focus areas for achieving this: (i) rule of law and justice, (ii) public sector reform, (iii) regional 
development and decentralization, (iv) eliminating corruption, and (v) foreign policy. These 
are complemented by the cross-cutting themes of (i) human rights, (ii) decentralization, (iii) 
transport and connectivity, (iv) gender, (v) social protection, (vi) environment sustainability, 
and (vii) private sector partnership. These strategies are broadly aligned with the 
governance indicators and anticorruption parameters for assessing the performance of a 
country in the areas of governance and corruption perception.  
 
9. Accountability and transparency. The first independent Auditor General in the 
Maldives was appointed under the Audit Act (4/2007) on 16 January 2008. The current 
Auditor General (Mr. Niyaz Ibrahim) was appointed in May 2011 after the previous 
incumbent of this position was dismissed by Parliament in March 2010. The Auditor 
General’s Office (AGO) is an independent body of the state which reports to the Parliament. 
Copies of its reports are sent to the Parliament, the President of the Republic, the audited 
organizations, and the media. Under the revised Constitution, the Auditor General is 
appointed for a fixed term of 7 years by the President of the Republic with the approval of 
the People’s Majlis (Parliament). The powers and responsibilities of the independent Auditor 
General are stipulated in the Audit Act (4/2007). The Auditor General and his staff are not 
part of the civil service. They are an independent organization.  
 
10. The audit work of the AGO is driven by a strategic audit plan prepared independently 
by the AGO and endorsed by the Parliament. Generally, it covers all ministries, departments, 
government companies and ventures, President’s office, President’s palace, police, 
Parliament, courts of law, funds provided to political parties, high commissions and 
embassies, atoll offices, schools, hospitals, special projects, statutory authorities, and 
independent institutions.  Some 37 separate central government audit entities were included 
in the first strategic audit plan, as well as all 25 SOEs. Professional audit staffs are divided 
into 11 audit teams headed by a team leader and as such there would be 11 audits in 
progress at any given point in time. All audit reports are posted on the AGO website as soon 
as they are tabled in the People’s Majlis. Although formal responses have not routinely or 
consistently been made to the audit reports as part of an end-to-end audit process, the audit 
reports have had considerable impact in terms of putting in necessary control and review 
mechanisms in the area of public finance management.2 

                                                           
1
 Worldwide Governance Indicators. World Bank, 2010. 

2
 http://www.audit.gov.mv/v1/en/our-office/strategy-and-work-program 
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11. The Public Complaints Bureau, which was established on 1 June 2004 due to 
international pressure following complaints of human rights abuse in the country, was 
abolished on 27 October 2009. The reason given for the abolition was the existence of   
independent institutions already established to inquire into and investigate public complaints. 
Following the abolition of the Public Complaints Bureau, the Ministry of Home Affairs is the 
government office inquiries into public complaints that do not fall within the mandate of 
independent institutions.3   
 
12. Governance and corruption. The efficiency of governance in a country is measured 
in terms of six indicators:4  (i) voice and accountability, (ii) political stability and absence of 
violence, (iii) government effectiveness, (iv) regulatory quality, (v) rule of law, and (vi) control 
of corruption. The percentile rank (indicating the percentage of countries below the country 
being ranked) of the Maldives for the year 2009 for all these parameters are approximately 
44, 39, 42, 37, 53, and 30, respectively. 
 
13. There are conflicting reports as to whether corruption is declining in the Maldives. 
The World Bank's Aggregate Control of Corruption Index for the Maldives has shown some 
improvement since 2007: 20% in 2007, 20% in 2008, and then approximately 29% in 2009. 
Figures for 2010 are not available. These percentile ranks indicate the percent of countries 
worldwide that rate below the selected country. Higher values accordingly indicate a better 
ranking.5 Transparency International's Corruption Perception Index surveyed the Maldives 
for the first time in its 2007 index, ranking the country 84th with a score of 3.3 out of a 
possible 10. Since then, the Maldives’ ranking has deteriorated from 115th in 2008 to 
130th in 2009, and 143rd out of 180 countries with a score of 2.3 in 2010.6 This may be due 
in part to the fact that corruption is now openly talked about in the media. 
 
14. An effective anticorruption strategy includes the following five key elements: (i) 
political accountability, (ii) civil society participation, (iii) competitive private sector, (iv) 
institutional restraints on power, and (v) quality public management.7 Historically, none of 
these has existed in the Maldives to any significant extent. However, various institutional 
corrections that have taken place in recent times are now attempting to address these 
issues. This is manifest from the marginal improvement in Control of Corruption Index as 
mentioned above, although there are contradictory trends shown in the Transparency 
International Corruption Perception Index. 
 
15. The Anticorruption Board (ACB) was established on 21 April 1991 under a 
Presidential decree. The ACB functioned under the President’s office and comprised 
members of the board and was headed by a Commissioner. The leading piece of legislation 
on fighting corruption is the Prevention and Prohibition of Corruption Act 2/2000. Following 
the ratification of the new Constitution of the Republic of the Maldives on 7 August 2008 
which recognizes the establishment of an independent Anti-Corruption Commission (ACC), 
the ACC was established on 1 October 2008 with independent powers and being 
accountable only to the People’s Majlis. The mandate of the ACC is to implement and 
monitor the execution of the Prevention and Prohibition of Corruption Act 2/2000 and 
formulate and put into practice all rules necessary for the enforcement of the Act. Between 
October 2008 and November 2009, 448 cases were reported to the ACC and 13 were sent 
to prosecution.  
 
16. Since the Maldives’ accession to the United Nations Convention against Corruption 
on 22 March 2007, major institutional, administrative, and legal changes have to 

                                                           
3
 http://www.miadhu.com/2009/11/local-news/public-complaints-bureau-abolished/  

4
 The Worldwide Governance Indicators (WGI) Project. The World Bank Group, 2010. 

5
 These figures derived from the Maldives report at http://info.worldbank.org/governance/wgi/pdf_country.asp  

6
 http://www.transparency.org/policy_research/surveys_indices/cpi/2010/results  

7
 World Bank. Topic- Anticorruption. http://go.worldbank.org/K6AEEPROC0  

http://www.miadhu.com/2009/11/local-news/public-complaints-bureau-abolished/
http://info.worldbank.org/governance/wgi/pdf_country.asp
http://www.transparency.org/policy_research/surveys_indices/cpi/2010/results
http://go.worldbank.org/K6AEEPROC0
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be brought to the country in order to adopt and implement the convention. The ACC carried 
out a study with technical and financial assistance of the United Nations Development 
Programme and United Nations Office on Drugs and Crime to learn about the requirements 
of the convention and the identification of the laws and other administrative and institutional 
gaps and compliances that have to be fulfilled to adopt the convention. 
 
17. Budget review in the Majlis. There is no standing committee of the People’s Majlis 
to review the budget, and the budget proposal is not referred to the PAC. Rather, an ad hoc 
committee is elected by the People’s Majlis each year when the appropriation bill is tabled. 
In recent years, the Budget Review Committee has consisted of 15 members. There are no 
formalized procedures for review of the budget estimates, and there is no expert research 
support provided to assist the committee in its deliberations. In addition, there is no 
mechanism for seeking public consultations on the budget. The discussions of the People’s 
Majlis are informed by the report of the budget review committee, which is discussed in the 
People’s Majlis before the vote on the appropriation bill is taken. A budget estimate may be 
modified by the People’s Majlis without introducing a question of confidence in the 
government. The People’s Majlis provides authorization for an aggregate budget, which 
allows the Ministry of Finance to make reallocations during the year without ex-ante approval 
by the legislature. MDAs, on the other hand, must obtain prior Ministry of Finance approval 
for any adjustments to their budgets, including reallocations as well as adjustments to 
ceilings. Ex-ante approval by the legislature would clearly be required if additional budget 
authorizations were ever required, but this situation has not arisen in the Maldives in recent 
years. 
 
18. Public procurement. The government financial regulations (Daulat Ge Maliyat Ge 
Gavaid) were issued by the AGO and provide detailed guidance on financial management 
practices within the spending agencies. The AGO issued a supplementary regulation, which 
added an additional chapter on procedures for procurement and payments in 2007. The full 
implementation of the Public Finance Act (Law No 3/2006) in January 2009 has necessitated 
further amendments which were issued by the Minister of Finance in February 2009.  
 
19. The Maldives has a centralized procurement system for all goods and services and 
public procurement is governed by Chapter 8 of financial regulation of the government. This 
chapter clearly stipulates the various thresholds for various procurement practices. The 
procurement rules make it clear that competition is the preferred method at all times, but 
there is a lack of data to assess how many contracts were awarded on less competitive 
basis and whether they were justified. Finally, there is no independent procurement 
grievance mechanism in place in the Maldives at the moment. Complaints can, and are 
regularly, submitted to the National Tender Board (NTB), who studies the case and makes a 
ruling. The NTB, however, is also the body that approves the award of contracts. This 
creates an apparent conflict of interest.  
 
20. The NTB is appointed by the President and has both internal and external board 
members. The Ministry of Finance and Treasury acts as the administrator of the Board. 
There are identified weaknesses in procedures for awarding tenders as an area of corruption 
risk. There is also no evidence of ex-post review of projects at completion phase and greater 
transparency about tender progress and results. There are, however, new government 
procurement guidelines which have been prepared with the assistance of the World Bank 
and are awaiting approval by the Ministry of Finance.  
 
21. Machinery of government. Changes in the public sector machinery of government 
have tended to be incremental and ad hoc in nature, with organizational mandates shifted 
across departments without clearly positioning a whole-of-government view. After the new 
government came to power, the number of government ministries has been reduced from 21 
to 14.  As part of the decentralization program of the government, provincial offices have 
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been set up, and atoll and island councils established with elected members. The Addu City 
Council has also been established. A key policy objective for decentralization is to establish 
such bodies with the authority, autonomy, and finances to plan and implement development 
policies. 
 
C. Risks, Risk Severity, and Mitigation Measures 
 
22. This discussion on risks and risk mitigation analyses the subject of potential risks to 
the government and ADB in the proposed program and it analyzes risks within the context of 
the government’s own strategy for sector development in the Maldives, including institutional 
development and anticorruption. Since the identification, specification, and determination of 
severity of the risks are subject to different interpretations, this assessment has been shared 
with the government and the analysis presented here reflects its views as well. 
 
23. Underlying assumptions. The main underlying assumptions that are made in this 
risk analysis are that (i) the government recognizes the potential of the micro, small, and 
medium-sized enterprises (MSME) sector in creating a more resilient and diversified 
economy as well as creating more employment opportunities, particularly in the outer atolls; 
(ii) the government is committed to establishing the requisite institutional and organizational 
mechanisms for creating an enabling environment, including strengthening of the 
institutional, legal, and regulatory framework and support infrastructure for the development 
of MSMEs; (iii) the government is also committed to a policy of overall economic reforms in 
order to ensure macroeconomic stability which is a sine qua non for any development 
initiative; and (iv) it has the political empowerment to implement the reforms. Government 
shares the view that this assessment presents an accurate and rigorous review of the risks 
in MSME development. 
 
24. Risk specification. An analysis of the sector developments shows three categories 
of risks that need to be highlighted (see Table 1). 
 

Table 1: Sector Development Risk Analysis 
Risk category Description Risk bearing component 

1. Policy- and 
legislation-
related 

Absence of political will and weak government 
commitment to reforms for putting in place an 
enabling environment from the legal and regulatory 
perspective 

Government 
 

Government action inconsistent with project goals, 
such as enhanced access to information, legal and 
institutional reforms, and improved access to finance 

Private sector 

Capacity development plans not fully implemented Government agencies 

Absence of coordination among various stakeholders 
e.g. MMA, MED, and BML 

Government agencies 

Delays in  implementing a legal framework for setting 
up STR, and CGS; and strengthening of legal 
framework for CIB 

Government and MMA 

2. Capability-
related 

Capacity constraints, including resources and 
technical skills to implement new laws and 
regulations and to operate new regulatory systems 
such as for the CIB and the STR in project 
implementing and executing agencies.  

Government 
 

Lack of a stable capacity repository due to churn 
among operational staff and consequential weak 
sustainability of capacity development efforts in the 
project 

Government 

Resistance to reforms due to lack of internal 
capacity, lack of commitment to need for the reforms 
and vested interests in existing areas such as judicial 

Project beneficiaries 
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Risk category Description Risk bearing component 

training and new regulatory review process 

3. Project 
management
-related 

Lack of internal capacity for project implementation 
and management 

Government  

Complex project implementing and executing 
arrangements 

Government 
 

Political interference in identification of beneficiaries, 
and misuse of LCF and/or CSF 

Project beneficiaries 

Wrongful use (insinuations relating to integrity) of 
credit information; and defective/incomplete credit 
information 

Project implementing 
agencies 

Moral hazards emanating from CGS implementations Project beneficiaries 

Weak engagement of participants in programs such 
as LCF, CSF and CGS (BML and other banks, 
MSME service providers etc.) 

Project beneficiaries 
 

Criteria for eligibility to avail LCF and/or CSF not fully 
adhered to, or not very rigorous 

Project beneficiaries 
 

Transaction costs of project in excess of perceived 
benefits 

Project beneficiaries 
 

 Inability of project beneficiaries able to meet project 
expectations   

Government 

BDSC = business development services centre, BML = Bank of Maldives, CIB = credit information bureau, CGS 
= credit guarantee scheme, CSF = cost sharing facility, LCF = line of credit facility, MED = Ministry of Economic 
Development, MMA = Maldives Monetary Authority, MSME = micro-small and medium-sized enterprise, PPP = 
public-private partnership, STR = secured transaction registry 

 
25. Other risks that cannot be controlled for (either wholly or partially) include (i) internal 
stability in the Maldives may be disturbed thus impacting on systemic reforms, and (ii) impact 
of an external event such as a natural disaster. 
 
26. Risk severity. The risks highlighted above are obviously not all equally severe. 
Figure 1 provides a risk severity matrix which gives an indication of the four types of risks 
based on severity. The calculation of risk severity is given by RS=I*L (where RS is risk 
severity, I is impact, and L is likelihood). The severity ratings–based on heuristic measures 
and evidence from previous studies–are defined and treated in the following way. Type I 
risks require urgent attention and need to be mitigated/addressed prior to any assistance 
being rendered in the sector concerned. Type II risks, although less urgent, still require 
attention (assistance could still go ahead in the presence of these risks but they need to be 
mitigated eventually). Type III risks should be regularly reviewed to ensure that they do not 
develop and become more serious. Type IV risks are generally left to be managed by routine 
project controls, including built-in processes by the agencies eventually to be in charge on 
the use of funds. 
 
27. Figure 1 shows that the risks that have been specified earlier in Table 1 can be 
sorted in the following types. 
 

(i) Type I. (a) lack of internal capacity for project implementation and management; 
(b) absence of political will and weak government commitment to reforms for 
putting in place an enabling environment from the legal and regulatory 
perspective; (c) resistance to reforms due to lack of internal capacity and vested 
interest in areas such as judicial training and new regulatory review process, etc.; 
(d) capacity development plans not fully implemented; (e) government actions 
inconsistent with project goals, such as legal and institutional reforms and 
improved access to finance; (f) complex project implementing and executing 
arrangements; and (g) transaction costs of project in excess of perceived 
benefits. 
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(ii) Type II. (a) weak engagement of participants (such as BML and other banks, 
MSME service providers, etc.); (b) delays in implementing a legal framework for 
setting up secured transaction registry (STR) and credit guarantee scheme 
(CGS), and strengthening of legal framework for credit information bureau (CIB); 
(c) capacity constraints, including resources and technical skills to implement 
new laws and regulations and to operate new regulatory systems such as for the 
CIB and the STR, etc. in project implementing and executing agencies; (d) 
political interference in identification of beneficiaries and misuse of line of credit 
facility (LCF) and/or coast sharing facility (CSF); (e) absence of coordination 
among various stakeholders and participants, e.g. Maldives Monetary Authority 
(MMA), Ministry of Economic Development (MED), and Bank of Maldives (BML); 
and (f) moral hazards emanating from CGS implementations. 

(iii) Type III.  (a) wrongful use (insinuations relating to integrity) of credit information; 
and defective/incomplete credit information; and (b) inability of project 
beneficiaries able to meet project expectations.   

(iv) Type IV. (a) criteria for eligibility to avail LCF and/or CSF not fully adhered to, or 
very rigorous; and (b) lack of a stable capacity repository due to churn among 
operational staff and consequential weak sustainability of capacity development 
efforts in the project. 
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Figure 1: Risk Severity Matrix 
 Impact (I) 

 

  5 4 3 2 1 

  Very High High Moderate Low Very Low 

5 Very likely  

 Lack of internal 
capacity for project 
implementation and 
management  

Type I 
 

Type II 
 

 Type III 

4 Likely   Complex project 
implementing and 
executing 
arrangements 

 

 Absence of 
coordination among 
various stakeholders 
and participants e.g. 
MMA, MED, and 
BML  

  

3 Moderately 
likely 
 

  Resistance to 
reforms due to 
lack of internal 
capacity and 
vested interest in 
areas such as 
judicial training 
and new 
regulatory review 
process etc. 

 Delays in 
implementing a 
legal framework 
for setting up 
STR, and CGS; 
and strengthening 
of legal framework 
for CIB  

 Lack of a stable 
capacity 
repository due to 
churn among 
operational staff 
and consequential 
weak 
sustainability of 
capacity 
development 
efforts in the 
project 

 Inability of project 
beneficiaries able to 
meet project 
expectations.   

 Capacity constraints, 
including resources 
and technical skills 
to implement new 
laws and regulations 
and to operate new 
regulatory systems 
such as for the CIB 
and the STR in 
project implementing 
and executing 
agencies.  

 Weak engagement 
of participants 
(business 
associations, BML, 
etc.) 

 
 

 Type IV 
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 Impact (I) 

   5 4 3 2 1 

  Very High High Moderate Low Very Low 

    Government 
action 
inconsistent with 
project goals, 
such as enhanced 
access to 
information, legal 
and institutional 
reforms, and 
improved access 
to finance  

 Moral hazards 
emanating from 
CGS 
implementations. 

 Transaction costs 
of project in 
excess of 
perceived benefits  

 Capacity 
development 
plans not fully 
implemented 

  

    

2 Unlikely 
 

    Political interference 
in identification of 
beneficiaries, and 
misuse of LCF 
and/or CSF 

 Wrongful use 
(insinuations relating 
to integrity) of credit 
information; and 
defective/incomplete 
credit information  

 Absence of 
political will 
and weak 
government 
commitment 
to reforms for 
putting in 
place an 
enabling 
environment 
from the 
legal and 
regulatory 
perspective 

 Criteria for 
eligibility to 
avail LCF 
and/or CSF 
not fully 
adhered to, 
or very 
rigorous 

 

1 Rare      

BDSC = business development services center, BML = Bank of Maldives, CIB = credit information bureau, LCF = 
line of credit facility, MSME = micro-small and medium-sized enterprise, PPP = public-private partnership.  

 
D. Ongoing and Proposed Mitigation Measures, and Residual Risks 

 
28. Table 2 discusses the ongoing and proposed mitigating measures to account for the 
Type 1-2 risks. It also details any residual risks in the sector. 
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Table 2: Ongoing and Proposed Mitigating Measures 

Risks 

Assessment 
without 

Mitigation Management Plan or Measures 
Assessment with Mitigation 
(and Residual Risks, if any) 

Lack of internal 
capacity for project 
implementation 
and management 

High Institutional strengthening through 
government’s own support and from 
donors 
 
Recruiting expertise on a temporal 
basis wherever needed 
 
Currently, an ADB-funded project 
management expert is monitoring the 
project. 
 
Leveraging on capacity base 
developed by learning from the PSDP 
 

Medium 
 
Capacity-building efforts may not 
be sustained at the end of the 
donor support and existing 
capacity may be diluted due to 
churn among staff involved in the 
project. 
 
Given that the lack of capacity is 
a well-recognized risk, 
development of capacity will 
have a long gestation period.  

Political transition 
and changes in 
the composition of 
the senior 
counterparts  

Medium Ensuring the project directors and key 
stakeholders to keep their positions 
during the project period 
 
Recruiting project management unit 
consultants to assist the project 
directors for continued implementation 
 

Low 
 
The risk can be mitigated by 
mandating key stakeholders to 
keep their positions and securing 
resources for experts under the 
project 
 

Absence of 
political will and 
weak government 
commitment to 
reforms necessary 
for putting in place 
an enabling 
environment from 
a legal and 
regulatory 
perspective  
 

Low Commitment to political and economic 
reforms is manifest in various 
initiatives of the government. 
 
Capacity-building support for these 
agencies from the project 

Low  
 
Capacity-building efforts will take 
time and, along with a continued 
dearth of skilled domestic 
expertise, this means that a 
residual risk of low capability will 
remain for some time. 

Resistance to 
reforms due to 
lack of internal 
capacity, poor 
understanding of 
the need for 
reforms, and 
vested interests 
 

High Advocacy initiatives by various 
development partners 
 
Continuous liaison with the 
government will highlight the 
importance of solving these issues. 

Medium 
 
The paucity of resources in the 
country means that these risks 
will remain until there are 
sufficient resources to support 
the reforms. 

Capacity 
development plans 
not fully 
implemented 

High Participating agencies have made a 
commitment to support capacity 
development actions. 
 
Be active in monitoring and lobbying to 
ensure that stipulated plans are 
implemented on time and as specified. 
 

Medium 
 
Resource constraints in the 
government may jeopardize full 
implementation. 

Government 
action inconsistent 
with project goals 
such as better 
access to 
information, legal 
and institutional 
reforms, and wider 
access to finance. 

High The government has clearly 
demonstrated its commitment to meet 
project goals. 
 
Continue with a demonstrated 
commitment to political and economic 
reforms such as public disclosure of 
fiscal management or archival of 
judicial decisions. 
 

Medium 
 
Future changes in the project 
context, or other situations, may 
result in the government 
engaging in action that could 
jeopardize project goals. 

Complex project 
implementing and 

High Efforts to restrict the number of 
implementing agencies 

Medium 
 



11 
 

Risks 

Assessment 
without 

Mitigation Management Plan or Measures 
Assessment with Mitigation 
(and Residual Risks, if any) 

executing 
arrangements 

 
Continue with the strategy of limiting 
the number of implementing agencies. 
 
The TOR is rigorously designed and 
adherence is monitored. 
 
 

Future changes in project design 
could lead to complex 
implementing arrangements. 

Transaction costs 
of project 
exceeding 
perceived benefits 

High Lessons from the PSDP result in 
streamlined processes, and defined 
standard operating procedures will 
minimize transaction costs. 
 
Endeavour to reduce the number of 
implementing agencies to the bare 
minimum. 
 
The relevant TOR are rigorously 
designed and adherence is monitored. 
 

Medium 
 
Given the range of project 
interventions, it is likely that the 
complexity will remain, thus 
compromising the benefits from 
the project. 

Weak engagement 
of participants 
such as business 
associations or 
BML 

Medium MNCCI, EDU, and others playing an 
advocacy role 
 
Provincial offices and BDSC platform 
will be used to encourage greater 
participation in the project 

Low 
 
It may not be easy to enlist the 
support of all participants. There 
is already a dissonance 
regarding MNCCI, which has not 
contributed as originally 
envisaged 
 

Capacity 
constraints, 
including lack of 
resources and 
technical skills to 
implement new 
laws and 
regulations and to 
operate new 
regulatory systems 
such as the CIB 
and the STR 
within the judiciary 

Medium Identification of suitable resources to 
support the activities 
 
Using contract (temporary) expertise 
wherever needed 

Low 
 
Given that these issues have not 
been properly prioritized, the 
requisite capacity level can be 
attained only over a considerable 
period of time, and these risks 
will remain embedded in the 
project in the near and medium 
term. 

 
 

    

Lack of 
coordination 
between 
stakeholders, e.g., 
MMA, MED, and 
BML 

Medium Current processes are structured to 
ensure coordination between 
stakeholders, and the MSME council 
has the overall responsibility for 
facilitating MSMEs development. 
 
The project steering committee, 
through the MSME council, will need to 
ensure that there is ongoing 
coordination between the 
stakeholders. 
 

Low 
 
The required coordination is 
sometimes not possible due to 
commitments of stakeholders to 
day-to-day operational issues. 

Political 
interference in the 
selection of 
beneficiaries, and 
misuse of LCF 
and/or CSF 
 

Medium The process of LCF and CSF 
disbursement is being made as 
transparent as possible through public 
communication and awareness 
programs. 
 
Continue with the transparent model 
used during the pilot, and ensure 

Low 
 
Any urge on the part of the 
government to change direction 
 
The risks are not substantial and, 
given the experience of the pilot 
under the PSDP, careful and 
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Risks 

Assessment 
without 

Mitigation Management Plan or Measures 
Assessment with Mitigation 
(and Residual Risks, if any) 

effective awareness of the program. 
 
Stringent criteria for use of LCF and 
CSF in the project, and aggressive 
monitoring 
 

ongoing monitoring will ensure 
that the same model is followed 
in subsequent phases. 

Moral hazards 
emanating from 
CGS 
implementations 
 

High Ensure that defined credit appraisal 
processes are not dispensed with.  
 
Ongoing monitoring of performance of 
guaranteed loans will initiate timely 
corrective measures, if necessary. 
 

Medium 
 
Moral hazards are an integral 
component of any guarantee 
scheme and cannot be 
eliminated completely. 
 

Overall Medium  Medium 

 

BDSC = business development service center; BML = Bank of Maldives; CGS = credit guarantee scheme; CIB = 
credit information bureau; CSF = cost sharing facility; EDU = enterprise development unit; LCF = line of credit facility; 
MED = Ministry of Economic Development; MMA = Maldives Monetary Authority; MNCCI = Maldives National 
Chamber for Commerce and Industries; MSMEs = micro, small, and medium-sized enterprises; PPP = public–private 
partnership; PSDP = Private Sector Development Project; STR = secured transaction registry; TA = technical 
assistance; TOR = terms of reference. 
Source: Asian Development Bank. 

 


