
Inclusive Micro, Small, and Medium-Sized Enterprises Development Project (RRP MLD 43566) 

RISK ASSESSMENT AND RISK MANAGEMENT PLAN 

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. 
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Risks 

Assessment 
without 

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

Complex project 
implementing and 
executing 
arrangements 

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

Medium 
 
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. 
 

Low 
 
Any urge on the part of the 
government to change direction 
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Risks 

Assessment 
without 

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

  Continue with the transparent model 
used during the pilot, and ensure 
effective awareness of the program. 
 
Stringent criteria for use of LCF and 
CSF in the project, and aggressive 
monitoring 
 

The risks are not substantial and, 
given the experience of the pilot 
under the PSDP, careful and 
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. 




