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I. POVERTY ANALYSIS AND STRATEGY 

A.  Links to the National Poverty Reduction Strategy and Country Partnership Strategy 

 
The project supports the government’s goals of (i) promoting the development of small and medium-sized enterprises 
(SMEs) to reduce poverty and related vulnerabilities; (ii) enabling SMEs to generate jobs and develop a broad-based 
livelihood platform, particularly in the provinces, and especially for women; and (iii) strengthening the SME sector as a 
means to economic diversification, as articulated in the Strategic Action Plan, 2009–2013.

a
 It also supports the gender-

specific goal in this sector, which states that SME development activities will focus on providing more opportunities to 
women and youth, since incentives for women will assist their empowerment (footnote a). The project is in line with the 
Asian Development Bank (ADB) country partnership strategy, 2007–2011, which provides capacity development 
support to increase the role of the private sector in the economy and improve the enabling environment for SMEs. This 
includes support for developing marketing links and business services, and for removing financial constraints by 
widening access to credit, establishing a credit information bureau, and easing access to affordable renewable energy.

b
 

B.  Poverty Analysis                                                         Targeting Classification:  General intervention 

 
1. Key issues.  The Maldives has achieved five of the eight Millennium Development Goals (MDGs) ahead of 

the 2015 deadline, making it South Asia’s only ―MDG+‖ country. Progress has been substantial in eradicating extreme 
poverty and hunger (MDG1); achieving universal primary education (MDG2); reducing child mortality (MDG4); 
improving maternal health (MDG5); and combating HIV/AIDS, malaria, and other diseases (MDG6).

c
 However, this 

achievement masks persistent inequalities between Malé, the capital of the Maldives, and the atolls, inequalities that 
make it difficult to maintain this achieved status. Also, despite progress in poverty reduction, the population continues to 
exhibit a high degree of vulnerability. A majority of the poor are women, and the poor are likely to have bad health and 
less education. Women who head households and those living in the north and central-north regions are far more likely 
to be poor.

d
 Lack of access to basic infrastructure such as transportation, water and sanitation, health and education; 

and high unemployment (at 14.5%, or 146th of 200 countries), especially women's unemployment (24%) which is three 
times higher than men’s (8%), contribute to poverty.

e
 Youth unemployment is another contributing factor. Based on 

2008 figures, youth unemployment is at 23%, with men's unemployment at 16% and women's unemployment at 31%.
f
 

 
2. Design features.  The project will contribute to poverty reduction in the Maldives, especially in remote atolls.  

The project components—strengthening the legal and institutional framework for micro, small, and medium-sized 
enterprise (MSME) development; strengthening business support infrastructure capacity; widening access to finance for 
MSMEs; and updating technologies for knowledge sharing and MSME development—are likely to create jobs, increase 
business knowledge and skills, and boost revenues for MSME operators—men, women, and youth—in the atolls and in 
Malé. Such benefits will contribute to poverty reduction. The project is likely to help minimize regional disparities as five 
new business development service centers and seven solar-powered citizen service centers will be established in 
strategic locations across the Maldives to serve all atolls. The establishment of these facilities will spur more widely 
distributed economic opportunities throughout the Maldives and less concentration in Malé. Legal reform and increased 
institutional capacity will remove systemic constraints on MSME growth. To widen access to credit for MSMEs, the 
project will provide support to increase the line-of-credit facility and expand its eligibility criteria, improve the new credit 
information bureau, and set up a credit guarantee scheme that could reduce collateral-based lending and loan-
processing time. Widening access to credit will remove the main stumbling block for MSME activity in the Maldives. 

II. SOCIAL ANALYSIS AND STRATEGY 

A. Findings of Social Analysis 

 
Income disparity in the Maldives is high despite high gross domestic product per capita. The benefits of high economic 
growth that the Maldives enjoyed before and after the tsunami in 2004 have not been equitably distributed. Economic 
inequalities between Malé and the atolls persist due to a concentration of economic opportunities and better 
infrastructure in Malé, and remoteness and lack of services in the atolls. Also, the share of economically active people 
is higher in Malé than in the atolls. Unemployment, income disparity, and overall economic development disparity 
between Malé and the atolls could be reduced if more Maldivians engaged in MSMEs or became less dependent on the 
two main industries: tourism and fisheries. Engaging in enterprise is highly likely to contribute to women’s economic 
empowerment since they would gain more control over their time and resources according to the level of demand for 
their business services. Young people who seek economic opportunities outside of the two traditional sectors of tourism 
and fisheries could create opportunities for themselves in the emerging sectors of information and communication 
technology, and renewable energy. 
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B. Consultation and Participation 
 

1. Provide a summary of the consultation and participation (C&P) process during the project preparation. 
 
All major stakeholders within the government (most notably the Ministry of Economic Development, the Maldives 
Monetary Authority, and the Ministry of Housing and Environment), the private sector (such as the Women 
Entrepreneurs Association and the Junior Chamber International of Maldives), and civil society (particularly 
nongovernment organizations and academic or training institutions) were consulted, and their views and ideas on the 
challenges and opportunities for MSME development have informed the project design. Representatives of government 
ministries in Malé were met repeatedly to verify and validate findings and observations by the project design team. In 
the atolls, local councils were informed of the plan to support MSME development, and their views on the priority of 
MSME subsectors were taken into account. Community consultations in the atolls included focus group discussions 
with women’s associations, youth groups, and aspiring and existing entrepreneurs in various subsectors. 
 
2. What level of C&P is envisaged during the project implementation and monitoring? 

 Information sharing         Consultation        Collaborative decision making      Empowerment 
3. Was a C&P plan prepared?   Yes     No 

C. Gender and Development        Gender Mainstreaming Category: Effective Gender Mainstreaming 
1. Key issues.  Women find it hard to participate in MSMEs due to their gender roles and status in Maldivian 

society and their lack of business knowledge and skills. These challenges could be grouped into three major categories: 
business-related, gender-related (both individually and society-based), and related to gaps in policies and institutional 
mechanisms. For example, heavy demands on to women's reproductive role reduce their time to engage in business; 
lack of access to credit due to restrictive lending policies and customary practices hamper business start-ups and 
expansion, even where business knowledge and skills have been acquired through training; support services such as 
affordable transport and child care are lacking; physical mobility, time, and self-confidence to access business 
development services are limited; women's associations and cooperatives are weak; and there is little information 
sharing and coordination between service providers. These constraints explain why women’s business activities are 
mostly home-based, with very minimal requirements in capital, production skills, technology, and marketing; are often 
carried out on an ad hoc, informal basis; and yield low returns on investment. Engaging in microenterprise is often a 
means for divorced women who become de facto heads of household and bear the sole responsibility of raising 
children, often without the support of the ex-spouse. This issue is particularly significant in the Maldives because it has 
the highest divorce rate in the world, and 47% of households are headed by a woman. 
 
2. Key actions.  Measures included in the design to promote gender equality and women’s empowerment—access  

to and use of relevant services, resources, assets, or opportunities and participation in decision-making process: 
 Gender action plan         Other actions/measures           No action/measure 

III. SOCIAL SAFEGUARD ISSUES AND OTHER SOCIAL RISKS 

 
Issue 

Significant/Limited/No 
Impact 

Strategy to Address Issue Plan or Other Measures 
Included in Design 

Involuntary resettlement No impact The project does not require any 
element of land acquisition; no 
resettlement is expected. 

    No action 

Indigenous peoples No impact The project is not expected to 
have any negative impact on 
indigenous peoples. 

   No action 

Labor 
 Employment 
opportunities 
 Labor retrenchment 
 Core labor standards 

Significant Training and capacity 
development of MSMEs will raise 
their awareness of gender and 
other equality issues, including 
wage equality and compliance 
with core labor standards. 

    No action 

Affordability   No impact Access to credit and business 
support services will be more 
affordable for MSMEs. 

    No action 

Other risks and/or 
vulnerabilities 

HIV/AIDS 
Human trafficking 
Others (conflict, political 

     instability, etc.) 
 
 

No impact Not applicable.     No action 
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IV. MONITORING AND EVALUATION 

Are social indicators included in the design and monitoring framework to facilitate monitoring of social development 
activities and/or impacts during project implementation?   Yes    No     
The RRP has included social indicators in the design and monitoring framework which can help monitoring of the 
activities and their achievement during the implementation.  
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Youth unemployment refers to the share of the labor force ages 15–24 without work but available for and seeking 
employment. http://www.tradingeconomics.com/maldives/unemployment-youth-total-percent-of-total-labor-force-
ages-15–24-wb-data.html 

Source: Asian Development Bank. 
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